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 Defendant, Stephanie Franc o (“ Ms. Franc o” ), a  New Jersey resident, by 

and  through her a ttorneys Riker, Danzig , Sc herer, Hyland  & Perretti LLP, and  

Hinman, Howard  & Ka ttell LLP, by way of answer to the Amended  Consolida ted  

Compla int (the “ Amended  Compla int” ) of p la intiffs NXIVM Corpora tion, formerly 

known as Exec utive Suc c ess Programs, Inc . (“ NXIVM” ) and  First Princ ip les, Inc . 

(“ First Princ ip les” )(c ollec tively, “ Pla intiffs” ) hereby responds as follows:  

INTRODUCTION 

 1. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

1 of the Amended  Compla int to the extent tha t suc h a llega tions rela te to her.  

No response is nec essary to the rema ining a llega tions tha t a re c onta ined  in 

paragraph 1 as sa id  a llega tions rela te to parties other than Ms. Franc o. 

 2. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

2 of the Amended Compla int to the extent tha t sa id  a llegations rela te to her.  

No response is nec essary to the rema ining a llega tions tha t a re c onta ined  in 

paragraph 2 as sa id  a llega tions rela te to parties other than Ms. Franc o.  

JURISDICTION AND VENUE 

 3. Ms. Franc o denies tha t the Court has sub jec t ma tter jurisd ic tion 

pursuant to 28 U.S.C. § 1331 as there a re no federa l c auses of ac tion rema ining 

in the c ase aga inst Ms. Franc o.  Ms. Franc o further denies tha t the Court has 

sub jec t ma tter jurisd ic tion pursuant to 28 U.S.C. § 1332 bec ause, among other 

things, upon information and  belief, Pla intiffs’  c la ims do not sa tisfy the 

jurisd ic tiona l amount requirement of the sta tute.  Ms. Franc o further denies tha t 

the exerc ise of supplementa l jurisd ic tion is app ropria te.  Further, Ms. Franc o 



 3

denies tha t there a re any c la ims under the Lanham Ac t tha t rema in in this c ase. 

 4. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

4 of the Amended  Compla int to the extent tha t suc h a llega tions rela te to her.  

No response is nec essary to the rema ining a llega tions tha t a re c onta ined  in 

paragraph 4 as sa id  a llega tions rela te to parties other than Ms. Franc o. 

 5. Ms. Franc o denies tha t venue is p roper in this d istric t.   

PARTIES 

 6. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

response to the a llega tions tha t a re c onta ined  in paragraph 6. 

 7. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 7.    

 8. Admitted .   

 9. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 9.  

 10. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 10.  

 11. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

11 of the Amended  Compla int exc ep t tha t Ms. Franc o admits tha t she p resently 

resides a t 36 Darling ton Road , Dea l, New Jersey, tha t she a ttended  c lasses 

offered  by Pla intiffs in exc hange for signific ant amounts of money and  tha t she is 

the daughter of Morris Sutton. 

 12. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 12.  
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 13. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 13.  

 14. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 14.  

BACKGROUND 

 15. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 15 of 

the Amended  Compla int. 

 16. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 16 of 

the Amended  Compla int. 

 17. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 17 of 

the Amended  Compla int. 

 18. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 18 of 

the Amended  Compla int.     

 19. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

19 of the Amended Compla int to the extent sa id  a llega tions rela te to her.  Ms. 

Franc o lac ks knowledge and  information suffic ient to form a  belief as to the 

truth of the rema ining a llega tions tha t a re c onta ined  in paragraph 19. 

 20. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 20 of 
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the Amended  Compla int. 

 21. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 21 of 

the Amended  Compla int, exc ep t tha t Ms. Franc o is aware tha t Lollytogs is a  

family-owned  New York c ompany tha t manufac tures c hild ren’s c lothing and  

tha t Mic hael Sutton was formerly an exec utive a t Lollytogs.      

 22. Ms. Franc o admits the a llega tions tha t a re c onta ined  in the first 

sentenc e of paragraph 22 of the Amended  Compla int.  Ms. Franc o lac ks 

knowledge and  informa tion suffic ient to form a  belief as to the truth of the 

a llega tions tha t a re c onta ined  in the sec ond  sentenc e of paragraph 22.    

 23. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the a llega tions tha t a re c onta ined  in paragraph 23 of the Amended 

Compla int, exc ep t tha t Ms. Franc o is aware tha t Mic hael Sutton had  some 

involvement w ith ac upunc ture and  kinesiology.  

 24. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 24, 

exc ep t tha t, upon informa tion and  belief, Ms. Franc o is p resently aware tha t 

Mic hael Sutton is the fa ther of a  c hild  born to a  woman who is not Sephard ic  

and  tha t he d isc losed  suc h information to Morris Sutton and  Roc helle Sutton.   

 25. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 25.  

 26. Ms. Franc o admits tha t Mic hael Sutton, together w ith Nanc y 

Salzman, enc ouraged  her to take NXIVM c lasses.  Ms. Franc o further admits tha t 
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Roc helle Sutton, Leslie Kassin and  Aaron Kassin, among others, a lso took NXIVM 

c lasses.  Upon informa tion and  belief, Mic hael Sutton a lso enc ouraged  Lollytogs 

c o-workers to take NXIVM c lasses. 

 27. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 27.   

 28. Ms. Franc o denies the a llega tions tha t a re c onta ined  in the first 

sentenc e of paragraph 28, exc ep t tha t she admits tha t on or about May 4, 2001, 

she signed  an app lic a tion to take a  five-day NXIVM c ourse c a lled  an “ Intensive”  

in Albany, New York.  Ms. Franc o denies the a llega tions tha t a re c onta ined  in 

the sec ond  sentenc e of paragraph 28, exc ep t tha t Ms. Franc o admits tha t she 

has no ownership  interest in Lollytogs.  With respec t to the a llega tions tha t a re 

c onta ined  in the third  sentenc e of paragraph 28, Ms. Franc o admits only tha t, 

upon informa tion and  belief, the Suttons hired  Ric k Ross.  Ms. Franc o lac ks 

knowledge and  informa tion suffic ient to form a  belief as to the truth of the 

a llega tions tha t a re c onta ined  in the fourth sentenc e of paragraph 28. 

 29. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 29, 

exc ep t tha t, upon informa tion and  belief, Ms. Franc o is genera lly aware tha t Mr. 

Ross joined  the Suttons and  Mic hael Sutton a t a  family vac a tion in Florida  and  

further Ms. Franc o admits tha t she was a t the Suttons’  home a t a  time when 

Mic hael Sutton, the Suttons, Ric hard  Ross, among others, were p resent.  

 30. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 30 of 
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the Amended  Compla int.   

 31. With respec t to the first sentenc e of paragraph 31, Ms. Franc o 

admits only tha t she was a t the home of her fa ther Morris Sutton in or about 

November/ Dec ember 2002 a t a  time when Ric hard  Ross and  Mic hael Sutton 

were a lso p resent.  At tha t time, she told  Mic hael Sutton tha t she was 

c onc erned  about NXIVM and  his involvement w ith NXIVM.  With respec t to the 

sec ond  sentenc e of paragraph 31, Ms. Franc o neither admits nor denies the 

a llega tions but refers to the app lic a tion form for the terms thereof.  With respec t 

to the third  sentenc e of paragraph 31, Ms. Franc o admits the a llega tions tha t 

a re c onta ined  in the third  sentenc e.  Ms. Franc o lac ks knowledge and  

informa tion suffic ient to form a  belief as to the truth of the rema ining a llega tions 

tha t a re c onta ined  in paragraph 31. 

 32. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 32 of 

the Amended  Compla int. 

 33. Ms. Franc o denies the a llega tions tha t a re c onta ined  in the first 

sentenc e of paragraph 33 of the Amended  Compla int.  With respec t to the 

sec ond  sentenc e of paragraph 33, no response is nec essary as sa id  a llega tions 

c a ll for a  lega l c onc lusion. 

 34. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 34.  

 35. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 35.  
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 36. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 36.  

 37. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

37 of the Amended  Compla int to the extent tha t sa id  a llega tions rela te to her.  

Ms. Franc o lac ks knowledge and  information suffic ient to form a  belief as to the 

truth of the a llega tions tha t a re c onta ined  in paragraph 37. 

 38. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 38.  

 39. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 39.  

 40. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 40. 

 41. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 41. 

 42. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 42.  

 43. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 43.  

 44. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 44.  

 45. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 45. 

 46. Ms. Franc o lac ks knowledge and  information suffic ient to form a 
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belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 46.  

 47. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 47. 

 48. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 48.  

 49. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 49.  

 50. Ms. Franc o admits the a llega tions tha t a re c onta ined  in the first 

sentenc e of paragraph 50 of the Amended  Compla int.  Ms. Franc o neither 

admits nor denies the a llega tions tha t a re c onta ined  in the sec ond  sentenc e of 

paragraph 50 but refers to the app lic a tion form for the terms thereof, exc ep t 

tha t Ms. Franc o spec ific a lly denies tha t the app lic a tion p rovided  tha t she d id  

not c ompete w ith Pla intiffs.  Ms. Franc o denies the a llega tions tha t a re 

c onta ined  in the third  sentenc e of paragraph 50. 

 51. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

51 of the Amended  Compla int exc ep t tha t Ms. Franc o admits tha t during la te 

2000 and  early 2001 she a ttended  two c ourses in Proc ess Communic a tion 

model -- a  p rogram tha t was developed  by Ta ib i Kahler Assoc ia tes -- tha t were 

g iven by Dr. Judy Pauley and  Joe Pauley, but denies tha t she has ever ac ted  as 

a  tra iner for Ta ib i Kahler Assoc ia tes.  Without Ms. Franc o’s knowledge, she was 

identified  on a  website ma inta ined  by Ta ib i Kahler Assoc ia tes, Inc . as a  tra iner.  

Tha t inc orrec t referenc e has been removed  from the website a t Ms. Franc o’s 

request.  
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52. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

52 of the Amended  Compla int exc ep t tha t she admits tha t she the sole offic er 

and  d irec tor of Center for Persona l Growth, Inc ., a  New Jersey c orpora tion tha t 

has not engaged  in any business sinc e 2000. 

 53. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

53 of the Amended  Compla int. 

 54. Ms. Franc o denies tha t she engaged  in any wrong ful c onduc t as 

a lleged  in paragraph 54 of the Amended  Compla int.  Ms. Franc o lac ks 

knowledge and  informa tion suffic ient to form a  belief as to the truth of the 

rema ining a llega tions tha t a re c onta ined  in paragraph 54. 

 55. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

55 of the Amended  Compla int to the extent tha t suc h pa ragraph c onta ins any 

a llega tions aga inst her.  No response is nec essary to the rema ining a llega tions 

tha t a re c onta ined  in paragraph 55 as sa id  a llega tions rela te to parties other 

than Ms. Franc o. 

 56A. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

56A of the Amended Compla int. 

 56B. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

56B of the Amended Compla int exc ep t tha t Ms. Franc o refers to the August 18, 

2003 MSNBC report and  the Forbes Magazine  c over story for the terms thereof. 

 56C. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

56C of the Amended  Compla int. 

 56D. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 
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56D of the Amended Compla int. 

 56E. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

56E of the Amended Compla int. 

 56F. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

56F of the Amended  Compla int. 

 56G. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

56G of the Amended  Compla int. 

FIRST CAUSE OF ACTION 
(Misappropriation of Trade Secrets) 

 57. Ms. Franc o repea ts her responses to paragraphs 1 through 56 of the 

Amended Compla int and  inc orpora tes same as if set forth a t length herein.  

 58. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 58 of 

the Amended  Compla int. 

 59. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 59 of 

the Amended  Compla int. 

 60. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

60 of the Amended  Compla int.   

 61. Ms. Franc o denies the a llega tions aga inst her tha t a re c onta ined  in 

paragraph 61 of the Amended  Compla int.  No response is nec essary to the 

rema ining a llega tions tha t a re c onta ined  in paragraph 61 as sa id  a llega tions 

rela te to parties other than Ms. Franc o. 



 12 

 62. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

62 of the Amended  Compla int. 

 63. Ms. Franc o denies the a llega tions aga inst her tha t a re c onta ined  in 

paragraph 63 of the Amended  Compla int.  No response is nec essary to the 

rema ining a llega tions tha t a re c onta ined  in paragraph 63 of the Amended 

Compla int as sa id  a llega tions rela te to pa rties other than Ms. Franc o 

 64. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

64 of the Amended  Compla int to the extent tha t sa id  a llega tions rela te to her.  

No response is nec essary to the rema ining a llega tions tha t a re c onta ined  in 

paragraph 64 as sa id  a llega tions rela te to parties other than Ms. Franc o. 

 65. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 65 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

 66. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 66 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

 67. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 67 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

 68. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

68 of the Amended  Compla int. 

SECOND CAUSE OF ACTION 
(Product Disparagement) 
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 69. Ms. Franc o repea ts her responses to paragraphs 1 through 68 of the 

Amended Compla int and  inc orpora tes same as if set forth a t length herein. 

 70. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 70 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

 71. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 71 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

 72. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 72 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

 73. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 73 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

 74. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 74 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

 75. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 75 of the Amended  Compla int as sa id  a llega tions sta te a  lega l 

c onc lusion. 

 76. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 76 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 
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 77. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 77 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

THIRD CAUSE OF ACTION 
(Breach of Contract) 

 
 78. Ms. Franc o repea ts her responses to the a llega tions c onta ined  in 

paragraphs 1 through 77 of the Amended  Compla int and  inc orpora tes same as 

if set forth a t length herein. 

 79. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

79 of the Amended Compla int exc ep t tha t Ms. Franc o admits tha t she signed  

an app lic a tion to take Pla intiffs’  c ourses and  refers to the app lic a tion for the 

terms thereof. 

 80. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

80 of the Amended  Compla int. 

 81. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 81 of the Amended  Compla int as sa id  a llega tions sta te a  lega l 

c onc lusion.  To the extent tha t any response is required  to the a llega tions tha t 

a re c onta ined  in paragraph 81, Ms. Franc o denies sa id  a llega tions. 

 82. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

82 of the Amended  Compla int. 

 83. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

83 of the Amended  Compla int. 

FOURTH CAUSE OF ACTION 
(Interference with Contractual Relations) 
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 84. Ms. Franc o repea ts her responses to the a llega tions c onta ined  in 

paragraphs 1 through 83 of the Amended  Compla int and  inc orpora tes same as 

if set forth a t length herein. 

 85. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

85 of the Amended  Compla int. 

 86. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 86 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

 87. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 87 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

 88. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 88 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

 89. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

89 of the Amended  Compla int. 

90. Ms. Franc o denies the a llega tions tha t a re c onta ined  in paragraph 

90 of the Amended  Compla int to the extent tha t suc h paragraph c onta ins 

a llega tions aga inst Ms. Franc o.  No response is nec essary to the rema ining 

a llega tions tha t a re c onta ined  in paragraph 90 as sa id  a llega tions rela te to 

parties other than Ms. Franc o. 

91. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 91 of the Amended  Compla int as sa id  a llega tions rela te to parties 
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other than Ms. Franc o.   

92. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 92 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o.  

FIFTH CAUSE OF ACTION 
(Interference With Contractual Relations) 

93. Ms. Franc o repea ts her responses to the a llega tions c onta ined  in 

paragraphs 1 through 92 of the Amended  Compla int and  inc orpora tes same as 

if set forth a t length herein. 

94. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 94 of 

the Amended  Compla int. 

95. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 95 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o.  

96. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 96 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

97. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 97 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o.   

98. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 98 of the Amended  Compla int as sa id  a llega tions rela te to parties 
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other than Ms. Franc o. 

99. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 99 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

100. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 100 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

SIXTH CAUSE OF ACTION 
(Interference With Prospective Contractual Relations) 

101. Ms. Franc o repea ts her responses to the a llega tions c onta ined  in 

paragraphs 1 through 100 of the Amended  Compla int and  inc orpora tes same 

as if set forth a t length herein. 

102. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 102 of 

the Amended  Compla int. 

103. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 103 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

104. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 104 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

105. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 105 of the Amended  Compla int as sa id  a llega tions rela te to parties 
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other than Ms. Franc o. 

106. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 106 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

107. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 107 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

SEVENTH CAUSE OF ACTION 
(Copyright Infringement) 

108. Ms. Franc o repea ts her responses to the a llega tions c onta ined  in 

paragraphs 1 through 107 of the Amended  Compla int and  inc orpora tes same 

as if set forth a t length herein. 

109. Ms. Franc o lac ks knowledge and  information suffic ient to form a 

belief as to the truth of the a llega tions tha t a re c onta ined  in paragraph 109 of 

the Amended  Compla int. 

110. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 110 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

111. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 111 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

112. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 112 of the Amended  Compla int as sa id  a llega tions rela te to parties 
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other than Ms. Franc o. 

113. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 113 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

114. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 114 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

115. No response is nec essary to the a llega tions tha t a re c onta ined  in 

paragraph 115 of the Amended  Compla int as sa id  a llega tions rela te to parties 

other than Ms. Franc o. 

WHEREFORE, defendant Stephanie Franc o demands judgment aga inst 

Pla intiffs NXIVM Corpora tion and  First Princ ip les, Inc .:  (1) d ismissing the Amended 

Compla int w ith p rejud ic e; (2) award ing Ms. Franc o c osts of suit, inc lud ing 

reasonab le a ttorney’ s fees; and  (3) for suc h other relief as the Court deems just 

and  equitab le. 

AFFIRMATIVE DEFENSES 
 
 1. Pla intiffs’  Amended Compla int fa ils to sta te a  c la im aga inst Ms. 

Franc o upon whic h relief may be granted . 

 2. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  bec ause the a lleged  

c ontrac t is void  bec ause it viola tes pub lic  polic y. 

 3. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  bec ause the a lleged  

c ontrac t lac ks mutua lity of ob liga tion. 

 4. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  bec ause the a lleged  
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c ontrac t between Ms. Franc o and  NXIVM is void  bec ause NXIVM and  its 

representa tives fraudulently induc ed  Ms. Franc o to enter into the c ontrac t as set 

forth in further deta il in the Counterc la ims. 

 5. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  bec ause there was 

no c onsidera tion for the a lleged  agreement. 

 6. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  bec ause of a  fa ilure 

of c onsidera tion. 

 7. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  bec ause none of the 

informa tion a t issue c onstitutes a  trade sec ret. 

8. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  bec ause Ms. Franc o 

is not the p roxima te c ause of any loss suffered  by Pla intiffs. 

 9. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  by the doc trine of 

unc lean hands. 

 10.  Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  bec ause Pla intiffs 

have suffered  no damages. 

 11. Pla intiff First Princ ip les, Inc . lac ks stand ing to assert c la ims aga inst 

Ms. Franc o. 

 12. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  bec ause the Court 

lac ks personal jurisd ic tion over Ms. Franc o. 

 13. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  bec ause any 

damages suffered  by the p la intiffs were c aused  by ind ividua ls or entities over 

whom Ms. Franc o has no c ontrol. 

 14. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred , in whole or in part 
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by their fa ilure to mitiga te damages. 

 15. Pla intiffs’  c la ims aga inst Ms. Franc o a re p reempted  by sec tion 107 

of the Federa l Copyright Ac t. 

 16. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  bec ause any 

sta tements made by third  parties for whic h p la intiffs seek to hold  Ms. Franc o, 

represent leg itima te c ritic ism of Pla intiffs tha t is p rotec ted  by the First 

Amendment to the United  Sta tes Constitution and  by the New York Sta te 

Constitution.  

 17. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  by defendants’  

viola tion of Genera l Business Law, § 349. 

 18. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  by the doc trine of 

wa iver. 

 19. Pla intiffs’  c la ims aga inst Ms. Franc o a re barred  by equitab le 

estoppel.     

 WHEREFORE, defendant Stephanie Franc o demands judgment aga inst 

Pla intiffs NXIVM Corpora tion and  First Princ ip les, Inc .: (1) d ismissing Pla intiffs’  

Compla int w ith p rejud ic e, award ing Ms. Franc o c osts of suit, inc lud ing 

reasonab le a ttorney’ s fees and  (3) for suc h other relief as the Court deems just 

and  equitab le. 

COUNTERCLAIMS 
 
 Stephanie Franc o, a  New Jersey resident, by and  through her a ttorneys 

Riker, Danzig , Sc herer, Hyland  & Perretti LLP and  Hinman, Howard  & Ka ttell, LLP, 

a lleges by way of c ounterc la im aga inst p la intiff NXIVM Corp ., formerly known as 
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Exec utive Suc c ess Programs, and  add itiona l defendant on the c ounterc la im, 

First Princ ip les, Inc . and  Nanc y Salzman (“Salzman”) as follows:      

SUMMARY 

 1. This c ounterc la im involves the fraudulent and  unc onsc ionab le 

business p rac tic es of the NXIVM defendants.  The NXIVM defendants induc ed  

ind ividua ls to expend   thousands of dolla rs to a ttend  tra ining seminars and 

“ intensives”  by making fa lse representa tions about NXIVM and  its p rograms.  

Among other things, NXIVM fa lsely represents tha t its p rograms c onstitute a  

“sc ienc e”  and  “ tec hnology.”   Further, NXIVM, through Sa lzman, represented  to 

Ms. Franc o tha t NXIVM’ s p rograms would  c ure any a ilments tha t a  person had  

and  tha t NXIVM had  p reviously c ured  its members’  weight p rob lems and  vision 

p rob lems.  

 2. Contra ry to its representa tions and  the representa tions of Keith 

Raniere (“Raniere” ) and  Salzman, NXIVM is neither a  sc ienc e nor a  tec hnology.  

Instead , NXIVM opera tes as a  persona lity c ult built a round  Raniere, the self-

appointed  “ Vangua rd ” , and  his “ teac hings.”   Further, NXIVM spec ific a lly ta rgets 

financ ia lly well-off ind ividua ls, their families and  their c ommunities in an effort to 

ob ta in revenue.  Fina lly, NXIVM offers members financ ia l and  other inc entives to 

rec ruit new members. 

 3. NXIVM’ s ac tions w ith respec t to Ms. Franc o viola te, among other 

things, the New Jersey Consumer Fraud  Ac t, N.J.S.A. 56:8-1 et. seq ., the New 

York Dec ep tive Prac tic es Ac t, Gen. Business Law, § 349 (Mc Kinney’ s 2005) and  

c onstitute c ommon law fraud .   
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THE RELEVANT ACTORS 

 4. Ms. Franc o resides a t 36 Darlington Road , Dea l, New Jersey.  
 
 5. NXIVM is a  Delaware c orpora tion w ith its p rinc ipa l p lac e of business 

in Albany, New York. 

 6. First Princ ip les is a  Delaware c orpora tion w ith its p rinc ipa l p lac e of 

business in Albany, New York.  Upon informa tion and  belief, First Princ ip les is the 

a lter ego of NXIVM.   

 7. Keith Raniere is a  New York resident.  Mr. Raniere a lleged ly does not 

hold  a  position w ith NXIVM or First Princ ip les, but merely c rea ted  the 

“ tec hnology”  tha t NXIVM uses.  However, upon informa tion and  belief, Mr. 

Raniere c ontrols the financ ia l opera tions of NXIVM and  First Princ ip les and  reaps 

tremendous financ ia l advantage from NXIVM.  Prior to his involvement w ith 

NXIVM and  First Princ ip les, Mr. Raniere opera ted  an entity known as Consumer 

Buylines, Inc . (“Consumer Buylines” ).  Consumer Buylines was forc ed  to c ease 

opera tions a fter the a ttorneys genera l of a t least twenty-five sta tes began 

investiga tions into whether it was a  “pyramid  sc heme,”  Consumer Buylines and  

Mr. Raniere reac hed  a  financ ia l settlement w ith the Sta te of New York in the 

amount of $40,000 and  was p rohib ited  from engaging in multi-level marketing .   

 8. Counterc la im defendant Nanc y Sa lzman (“Sa lzman”) is the 

p resident of NXIVM and  First Princ ip les.  Upon informa tion and  belief, together 

w ith Raniere, she is responsib le for the opera tions of NXIVM and  First Princ ip les 

and  the business methods tha t a re desc ribed  herein. 

FACTUAL BACKGROUND 
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NXIVM Recruits Ms. Franco With False Representation 

 9. Ms. Franc o holds a  Master of Soc ia l Work degree.  Ms. Franc o has 

taught psyc hology a t Rutgers, The Sta te University of New Jersey and  Brookda le 

Community College in Linc roft, New Jersey.  Ms. Franc o is the mother of three 

c hild ren and  has five grandc hild ren. 

 10. Ms. Franc o, her fa ther Morris Sutton and  her step-mother Roc helle 

Sutton a re members of a  c losely-knit c ommunity of Sephard ic  Jews tha t reside, 

in part, in Monmouth County, New Jersey. 

 11. Mic hael Sutton is the ha lf-b rother of Stephanie Franc o and  the son 

of Morris Sutton and  Roc helle Sutton. 

 12. Upon informa tion and  belief, Mic hael Sutton first bec ame involved  

w ith NXIVM in or about 2000 when he a ttended  numerous lec tures and  

seminars, and  bec ame a  devoted  member of NXIVM. 

 13. During a  family d inner in la te 2000, Mic hael Sutton told  members of 

his family inc lud ing Morris Sutton, Roc helle Sutton and  Stephanie Franc o about 

how “wonderful”  NXIVM’ s p rogram was and  how it had  c hanged  his life.  He 

c onvinc ed  the Suttons to invite NXIVM’ s p resident Nanc y Sa lzman to visit their 

house in New Jersey to desc ribe NXIVM.  

 14.   Mr. Sutton a lso a rranged  for his ha lf-sister Stephanie Franc o to  meet 

Nanc y Salzman. 

15. Nanc y Sa lzman subsequently c onfided  to Stephanie Franc o in 

approxima tely July 2001 tha t she had  spec ific a lly ta rgeted  Stephanie Franc o for 

involvement in NXIVM based  on Mic hael Sutton’ s desc rip tions of her.  
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16.  Ms. Sa lzman told  Ms. Franc o during this July 2001 c onversa tion tha t 

she had  ta rgeted  her bec ause Ms. Franc o was respec ted  in the Sephard ic  

Jewish c ommunity in Monmouth County, New Jersey based , among other 

things, on her educ a tiona l bac kground  and , therefore, would  be useful in 

rec ruiting more members of the c ommunity to NXIVM. 

17. Ms. Sa lzman and  Mr. Raniere sought to  use Ms. Franc o to rec ruit 

wealthy ind ividua ls in order to fill NXIVM’ s and  First Princ ip les’  c orpora te c offers. 

18. Ms. Sa lzman traveled  to New Jersey in or about la te 

November/ early Dec ember 2000 to a ttend  a  d inner a t the Suttons’  home in 

Elberon, New Jersey.  Among others, Stephanie Franc o, Morris Sutton, Roc helle 

Sutton and  Mic hael Sutton, among others, a ttended  the d inner as well. 

19. During this d inner, Ms. Sa lzman made numerous fa lse 

representa tions about NXIVM and  Keith Raniere. 

20. For example, Ms. Sa lzman represented  tha t Keith Raniere had  

developed  a  ground -breaking “ tec hnology”  and  a  “sc ienc e.”   She a lso sta ted  

tha t Mr. Raniere had  been identified  in The Guinness Book of World  Rec ords as 

having the highest I.Q. in the world . 

21. Ms. Sa lzman represented  tha t the “ tec hnology”  and  “sc ienc e”  tha t 

Mr. Raniere had  developed  and  tha t NXIVM taught c ould  c ure various a ilments 

tha t peop le had  inc lud ing poor eyesight, stress or lac k of suc c ess in business.  

She gave an example of a  woman who purported ly no longer required  

eyeglasses as a  result of the p rogram offered  by NXIVM. 

22. During this d inner, Ms. Franc o sta ted  tha t she would  be a ttend ing 
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c lasses w ithin the next severa l days in the Washing ton, D.C. a rea  rela ting to the 

Proc ess Communic ations model, a  c urric ulum offered  by Ta ib i Kahler Assoc ia tes.  

Ms. Franc o showed her a  book tha t she had  rec eived  in advanc e of those 

c lasses.  Ms. Sa lzman d isparaged  Ta ib i Kahler Assoc ia tes by sta ting tha t she had  

taken many c ourses like tha t and  “ they d id  not work.”  

23. Ms. Sa lzman c ontinued  her efforts to rec ruit Ms. Franc o and  other 

members of the Sephard ic  Jewish c ommunity following this d inner meeting. 

24. On the following Sunday, in early Dec ember 2000, Ms. Sa lzman and  

severa l NXIVM c oac hes traveled  from Albany to New Jersey to g ive a  full-day 

p resenta tion about NXIVM a t the home of Leslie Kassin, the daughter of Morris 

and  Roc helle Sutton and  the ha lf-sister of Stephanie Franc o, and  Aaron Kassin, 

her husband .  They resided  near Morris and  Roc helle Sutton in Elberon, New 

Jersey. 

25. Ms. Sa lzman c harged  approxima tely 20 peop le $250 eac h to 

a ttend  a  full-day p resenta tion on NXIVM and  its founder, Keith Raniere.  Ms. 

Sa lzman told  Ms. Franc o tha t she d id  not have to pay bec ause Ms. Franc o had  

told  Ms. Sa lzman tha t she c ould  only stay until noon as she had  to leave for 

Washing ton, D.C. sc heduled  la ter tha t a fternoon.  Further, Ms. Sa lzman told  Ms. 

Franc o tha t she d id  not have to sign the app lic a tion form tha t the other 

partic ipants were required  to sign. 

26. During this p resenta tion, Ms. Sa lzman gave Ms. Franc o and  the 

other partic ipants’  written ma teria ls in an effort to induc e them to join NXIVM.   

27. The written ma teria ls tha t Ms. Sa lzman p rovided  to Ms. Franc o 
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inc luded  a  doc ument entitled  “We teac h everything nobod y else teac hes . . . 

And  everything they do.”   This doc ument sta ted , among other things “Exec utive 

Suc c ess Programs (ESP) teac hes ind ividua ls the “how to”  of suc c ess.  Our 

c urric ulum c hanges the way you think, p roc ess informa tion, motiva te, ac t, reac t 

and  respond  to build  suc c ess.  You will reac h your full potentia l w ith our 

p rogram. ESP utilizes a  rad ic a l new tec hnology to c rea te an unprec edented  

suc c ess p rogram.  It is a  tota l personal and  p rofessiona l development system.  

Coming to our sc hool to bec ome suc c essful is like joining a  gym to get them 

(sic ) in shape and  build  musc les.”  (emphasis added ). 

28. Elsewhere in the doc ument, NXIVM, Raniere and  Salzman repea ted  

their assertion tha t NXIVM offered  a  “ tec hnology”  and  a  “sc ienc e:”  

The tec hnology we use is c a lled  Rationa l Inquiry.  It is a  
sc ienc e based  on the belief tha t the more integra ted  
an ind ividua l is the more c onsistent his or her beliefs 
and  behavior pa tterns w ill be. 

 
 29. The ma teria ls a lso c onta ined  representa tions about the number of 

peop le who had  rec eived  “Ra tiona l Inquiry”  tra ining .  The ma teria ls sta ted : “Our 

students a re ac hieving goa ls they never d reamed  possib le using this rad ic a l new 

tec hnology and  ESP holds exc lusive rights to it!  The founder of Ra tiona l Inquiry, 

Keith Raniere has designed  our unique c urric ulum.  Mr. Raniere has had  

unprec edented  results tra ining over 400,000 ind ividua ls.”  

 30. Upon informa tion and  belief, this representa tion about the number 

of peop le “ tra ined ”  by Mr. Raniere was fa lse. 

 31. Ms. Sa lzman and  the NXIVM c oac hes a lso made numerous ora l 
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representa tions during the p resenta tion tha t was g iven a t the Kassins’  house.  

They rep resented  tha t the NXIVM program was a  c ure for any p rob lems tha t 

peop le had , from marita l troub les to weight p rob lems.  Upon informa tion and  

belief, these representa tions a re fa lse. 

 32. Ms. Sa lzman c onc ealed  from Ms. Franc o and  the other a ttendees 

c ritic a l, materia l information about NXIVM and  Mr. Raniere.  She d id  not tell Ms. 

Franc o tha t severa l sta tes a ttorneys genera l had  asserted  tha t Mr. Raniere had  

opera ted  a  pyramid  sc heme.  They d id  not d isc lose tha t members of NXIVM 

were required  to bow down to Mr. Raniere.  She a lso d id  not d isc lose tha t the 

“philosophy”  behind  NXIVM tha t d ivided  the popula tion of the world  into two 

groups, “ESPians” , peop le who had  rec eived  Ra tiona l Inquiry tra ining and  

“parasites”  and  “suppressives”  who sought to hinder the ob jec tives of the 

ESPians. 

 33. Ms. Sa lzman a lso fa iled  to d isc lose tha t NXIVM enc ouraged  

members to rec ruit new members by offering  financ ia l and  other inc entives.  

She a lso d id  not d isc lose tha t advanc ement in the NXIVM program to a  higher 

level was based , in la rge part, on the number of members tha t one rec ruited . 

 34. Between Dec ember 2000 and  May 2004, Mic hael Sutton repea ted ly 

spoke to Ms. Franc o about NXIVM and  enc ouraged  her to a ttend  a  five-day 

c ourse, an “ Intensive”  a t NXIVM’ s headquarters in Albany, New York. 

 35. Upon informa tion and  belief, Raniere and  Salzman d irec ted  

Mic hael Sutton to c ontinue to a ttempt to rec ruit Ms. Franc o to NXIVM. 

 36. Mic hael Sutton d id  not d isc lose to Ms. Franc o during these 
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c ommunic a tions tha t he would  rec eive a  c ommission if she enrolled  in an 

Intensive w ith NXIVM. 

Ms. Franco Attends NXIVM Intensive In Reliance on the Representations 

 37. In or about early May 2001, Ms. Franc o agreed  to a ttend  a  five-day 

NXIVM Intensive tha t was held  in Albany, New York during June 2001.  Ms. 

Franc o agreed  to a ttend  the Intensive bec ause she was interested  in NXIVM’ s 

p rogram as it had  been desc ribed  by, among others, Nanc y Salzman.   

 38. Ms. Sa lzman faxed  to Ms. Franc o in New Jersey an app lic a tion form 

to a ttend  the June 2001 Intensive.  Ms. Franc o signed  the app lic a tion form and  

faxed  it bac k to Ms. Sa lzman. 

 39. Ms. Franc o p rovided  Ms. Sa lzman with c red it informa tion.  The 

amount of $2,160 was c harged  to Ms. Franc o to a ttend  what was sc heduled  to 

be a  five-day Intensive. 

 40. The Intensive tha t Ms. Franc o a ttended  c ommenc ed  on June 23, 

2001.  She was sc heduled  to a ttend  a  five day Intensive.  The Intensive was held  

a t NXIVM’ s fac ilities a t 455 New Karner Road , Albany, New York. 

 41. NXIVM c onduc ted  its tra ining sessions in an extremely grueling, 

reg imented  manner.  Da ily sessions lasted  from approxima tely 8:00 a .m. to 9:00 

p .m. (or la ter).  NXIVM provided  Ms. Franc o and  the other students a  lim ited  

amount of time to ea t or for ba throom breaks.   

 42. The tra ining  sessions tha t NXIVM c onduc ted  as part of this Intensive 

were further designed  to c rea te a  sense of isola tion among the other 

partic ipants.  Ms. Sa lzman and  the other c oac hes told  Ms. Franc o and  the other 
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partic ipants tha t they were their “ rea l”  family.  They a lso emphasized  tha t the 

outside world  c onsisted  exc lusively of parasites and  suppressives who had  to be 

overc ome in order to ac hieve their goa ls.  Further, NXIVM and  Salzman 

enc ouraged  partic ipants to d isparage their families and  rec a ll trauma tic  

c hildhood  events.    

 43. Ms. Sa lzman and  the other c oac hes a lso portrayed  Mr. Raniere as a  

world  historic  figure who should  be venera ted  for c rea ting a  “ tec hnology”  tha t 

was going to transform humankind .  Ms. Franc o and  the other students were 

required  to add ress Mr. Raniere as “Vanguard .”   (Ms. Sa lzman required  students 

to add ress her as “Prefec t.” )  Ms. Sa lzman and  the c oac hes would  exc ited ly 

announc e Mr. Raniere’ s antic ipa ted  a rriva l a t NXIVM’ s c omplex.  Students were 

required  to bow to Mr. Raniere (and  Ms. Sa lzman).  Further, students were 

p rovided  informa tion about Mr. Raniere’ s b irthday, August 26, whic h NXIVM 

c elebra ted  as “ Vanguard  Day.”   

 44. During the Intensive, NXIVM, Salzman and  others advised   Ms. 

Franc o tha t the way to advanc ement in NXIVM was to rec ruit new members.  

NXIVM designa ted  its members by sashes. All members of NXIVM wore a  sash 

tha t identified  their p lac e in the organiza tion by c olor and  by number of stripes.  

Members had  to earn stripes and  sashes by a ttend ing more Intensives, 

expend ing signific ant amounts of money and  by rec ruiting new members to the 

group .  

 45. Further, NXIVM offered  d isc ounts on future tuition c osts to members 

based  on the number of new members tha t they enrolled .  Upon informa tion 
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and  belief, NXIVM a lso pa id  c ommissions to members for enrolling  new members 

and  c ontinued  to pay them based  on the number of c ourses tha t new member 

took.  For example, someone who rec ruited  a  member tha t went on to bec ome 

a  c oac h would  rec eive a  signific ant amount of money and  then would  rec eive 

money for eac h person tha t member rec ruited .   

 46. Sa lzman lavished  partic ula r a ttention on Ms. Franc o during her stay 

in Albany during June 2001.  Ms. Sa lzman took Ms. Franc o out to d inner and  

invited  her to stay a t her home.  

47. On numerous oc c asions, Sa lzman told  Ms. Franc o tha t she had  the 

ab ility to bec ome a  c oac h for NXIVM and  even to open her own sc hool for 

NXIVM in New Jersey.  Ms. Sa lzman a lso p rovided  Ms. Franc o w ith the so-c a lled  

“honor”  of having Ms. Sa lzman’ s daughter, Lauren Sa lzman as her persona l 

c oac h.  (NXIVM required  eac h member to have a  persona l c oac h to whom 

they were required  to report on a  da ily basis when they were not a ttend ing 

c lasses.) 

 48.  Ms. Sa lzman a lso to ld  Ms. Franc o tha t she had  ta rgeted  her to 

bec ome a  member of NXIVM bec ause she c ould  rec ruit other members of her 

Sephard ic  Jewish c ommunity in Monmouth County, New Jersey to join NXIVM.  

She told  Ms. Franc o tha t the more members tha t Ms. Franc o rec ruited , the more 

money tha t she would  make. 

 49. Ms. Sa lzman made these representa tions to Ms. Franc o to induc e 

her to take more NXIVM c lasses and  to rec ruit more members. 

 50. As a  further induc ement to Ms. Franc o, Mr. Raniere spoke to Ms. 
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Franc o in p riva te and  told  her tha t he had  heard  about her.  He enc ouraged  

her to take more c lasses. 

 51. At the insistenc e of Ms. Sa lzman, Ms. Franc o agreed  to stay for a  

sixteen-day Intensive, ra ther than the five-day Intensive tha t had  orig ina lly been 

sc heduled .  

 52. NXIVM c harged  Ms. Franc o approxima tely $5,000 more to c onvert 

her stay from five days to sixteen days. 

 53. Ms. Franc o returned  to New Jersey from Albany on or about July 8, 

2001.  Shortly therea fter, she rec eived  a  c a ll in New Jersey from Ms. Sa lzman.  

Ms. Sa lzman had  been invited  by Mic hael Sutton to speak a t a  c harity event 

tha t a  neighbor of the Suttons was hold ing a t her home la ter tha t month.  Ms. 

Sa lzman asked  during this telephone c onversa tions and  severa l subsequent 

c onversa tions w ith Ms. Franc o in New Jersey tha t Ms. Franc o introduc e her a t 

the event. 

 54. Ms. Franc o agreed  to introduc e her a t this event. 

 55. Ms. Sa lzman stayed  a t Ms. Franc o’ s home in New Jersey when she 

c ame to speak a t the c harity event.  During this visit, Ms. Sa lzman repea ted  tha t 

Ms. Franc o c ould  be a  NXIVM c oac h and  even open her own sc hool if she 

c ontinued  to take c ourses, work on her persona l issues and  rec ruit new members 

for NXIVM. 
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Ms. Franco Leaves NXIVM 

 56. Ms. Franc o agreed  to a ttend  a  five day Intensive in Albany from 

August 10, 2001 to August 15, 2001. 

 57. Ms. Franc o pa id  NXIVM approxima tely $2,000 to a ttend  this five-day 

Intensive. 

 58. During this five-day Intensive, Ms. Sa lzman public ly announc ed  to 

every one in a ttendanc e tha t Ms. Franc o had  agreed  to travel w ith her to 

Mexic o to help  open up  a  new NXIVM sc hool.  In fac t, to the c ontra ry, Ms. 

Sa lzman had  tried  to c onvinc e Ms. Franc o to travel to Mexic o, but Ms. Franc o 

had  refused . 

 59. Ms. Sa lzman’ s behavior together w ith other c onc erns tha t Ms. 

Franc o had  developed  c aused  her to dec ide to sever her rela tionship  w ith 

NXIVM. 

 60. Further, Ms. Franc o was troub led  by some of the b iza rre teac hings 

of Mr. Raniere and  NXIVM.  For example, Mr. Raniere desc ribed  marriage as an 

“a rc ha ic ”  institution.  He a lso c la imed  tha t the government had  persec uted  him 

in c onnec tion w ith Consumer Buylines and  sta ted  tha t inc ome taxes were evil.  

Further, Mr. Raniere enc ouraged  an “ us”  versus the “world ”  menta lity.  Ms. 

Franc o a lso was troub led  tha t NXIVM members were forb idden to d isc uss what 

went on in the c lass w ith spouses, family members and  friends even though 

NXIVM touted  itself as p rovid ing a  p rogram for the benefit of humankind . 

 61. Ms. Franc o told  Ms. Sa lzman tha t she would  not travel to Mexic o 

w ith her, but was returning to New Jersey.  Ms. Franc o a lso sta ted  tha t she d id  
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not think tha t she would  have further involvement w ith the group . 

 62. After Ms. Franc o returned  to New Jersey in August 2001, Ms. Sa lzman 

c a lled  Ms. Franc o and  insisted  tha t she return.  When Ms. Franc o dec lined , Ms. 

Sa lzman bera ted  her and  verba lly a ttac ked  her.  La ter, a  NXIVM representa tive 

left a  message for Ms. Franc o sta ting  tha t she had  won a  free tra ining  session.  

Ms. Franc o refused  to resume her involvement w ith NXIVM. 

Ms. Franco Later Tries to Help Michael Sutton 

 63. In November 2002, more than fifteen months a fter she left NXIVM, 

Ms. Franc o rec eived  a  telephone c a ll from Morris Sutton inviting her to Mr. 

Sutton’ s house to help  get Mic hael Sutton out of NXIVM.  Mr. Sutton had  told  Ms. 

Franc o tha t he was very c onc erned  about Mic hael’ s c ontinuing involvement in 

the group .  He had  told  her tha t he had  hired  someone to help  c onvinc e 

Mic hael to leave the group . 

 64. In or about November/ Dec ember 2002, Mic hael Sutton, his b rother 

Jeffrey Sutton, Morris and  Roc helle Sutton, Stephanie Franc o and  Ric k Ross were 

p resent a t Morris Sutton’ s home.  Ms. Franc o had  never met or spoken to Mr. 

Ross p rior to tha t time.  She d id  not know tha t Mr. Ross ma inta ined  a  website. 

 65. Following the meeting, Mic hael Sutton’ s b rother Jeffrey Sutton 

requested  tha t Ms. Franc o send  him the materia l tha t she had  rec eived  from 

NXIVM in order to help  get Mic hael Sutton out of NXIVM. 

 66. Based  solely upon her c onc ern for Mic hael Sutton and  her family, 

Ms. Franc o sent her NXIVM materia ls to Jeffrey Sutton. 

 67. Ms. Franc o d id  not know, among other things, tha t Mr. Ross had  
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reta ined  Drs. Paul Martin and  John Hoc hman to write a rtic les about NXIVM or 

tha t Mr. Ross ma inta ined  a  website. 

 68. Upon informa tion and  belief, a t some point, therea fter, NXIVM, Mr. 

Raniere and  Ms. Sa lzman, among others, d irec ted  and / or enc ouraged  Mic hael 

Sutton to tape rec ord  severa l telephone c onversa tions tha t he had  w ith his ha lf-

sister Stephanie Franc o.  

FIRST COUNT 
(Violation of the New Jersey Consumer Fraud Act) 

 69. Ms. Franc o repea ts the a llega tions tha t a re c onta ined  in 

paragraphs 1 through 68 of the Counterc la im and  inc orpora tes same as if set 

forth a t leng th herein. 

 70.  NXIVM’ s c ourses c onstitute goods and  servic es w ithin the amb it of 

the New Jersey Consumer Fraud  Ac t, N.J.S.A.. 56:8-1, et. seq . (“NJCFA”) 

 71. NXIVM and  Ms. Sa lzman engaged  in unc onsc ionab le c ommerc ia l 

p rac tic es tha t a re p rohib ited  by the NJCFA in order to induc e Ms. Franc o to 

take their c ourses. 

 72.  NXIVM and  Ms. Sa lzman, among others, made fa lse sta tements 

regard ing NXIVM and  Mr. Raniere.  Among other things, NXIVM and  Ms. 

Sa lzman’ s ora l and  written representa tions tha t the “Ra tiona l Inquiry”  method  

tha t Mr. Raniere purported ly developed  was a  “ tec hnology”  and  a  “sc ienc e”  

were fa lse.  In fac t, there is nothing sc ientific  or tec hnolog ic a l about NXIVM’ s 

p rogram.  NXIVM’ s p rogram lac ked  any of the ob jec tively verifiab le elements 

tha t define sc ienc e and  tec hnology. 
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 73. NXIVM, and  Ms. Sa lzman a lso fa lsely sta ted  the benefic ia l results 

tha t NXIVM’ s Rationa l Inquiry method  ac hieved .  For instanc e, Ms. Sa lzman’ s 

sta tements during her d inner meeting w ith, among others, Ms. Franc o and  her 

family in November/ Dec ember 2000 and  during a  lec ture a t Aaron Kassin’ s 

home in Dec ember 2000 tha t the p rogram had  c ured  eyesight p rob lems was 

fa lse. 

 74. Further, upon informa tion and  belief, NXIVM’ s representa tion tha t 

Mr. Raniere had  tra ined  400,000 peop le and  had  been listed  in The Guinness 

Book of World  Rec ords as having the highest I.Q. in the world  were fa lse. 

 75. NXIVM and  Ms. Sa lzman further engaged  in unc onsc ionab le 

c ommerc ia l p rac tic es in viola tion of the NJCFA by knowingly c onc ealing 

materia l information from Ms. Franc o.  For example, Mr. Raniere c onc ealed  the 

fac t tha t he had  p reviously opera ted  a  business, Consumer Buylines, Inc ., tha t a t 

least 25 sta te a ttorneys genera l had  investiga ted  as being a  pyramid  sc heme 

and  tha t the sta tes’  a ttorney genera ls of New York and  Arkansas had  fined . 

 76. NXIVM and  Ms. Sa lzman knowingly c onc ealed  from Ms. Franc o p rior 

to her a ttendanc e a t the June 2001 Intensive tha t members were required  to 

rec ruit other members to advanc e in the organiza tion and  tha t NXIVM members 

rec eived  financ ia l c ompensa tion for rec ruiting other members. 

 77. NXIVM and  Ms. Sa lzman knowingly c onc ealed  from Ms. Franc o p rior 

to her a ttendanc e a t the June 2001 Intensive in Albany, New York the b iza rre 

ritua ls tha t the g roup  engaged  in; for example, bowing down to Mr. Raniere and  

Ms. Sa lzman, the use of sashes and  stripes to d ifferentia te NXIVM members, the 



 37 

insistenc e tha t members of NXIVM were a  person’ s “ rea l family”  and  tha t the 

rest of humankind  c onsisted  of “parasites”  and  “suppressives” . 

 78. NXIVM and  Ms. Sa lzman further knowingly c onc ealed  from Ms. 

Franc o tha t NXIVM used  mind  c ontrol tec hniques on its members. 

 79. Ms. Franc o has suffered  an asc erta inab le loss in the approxima te 

amount of $10,000 representing  the money tha t she pa id  to NXIVM for its tra ining 

sessions as a  result of the unc onsc ionab le c ommerc ia l p rac tic es of NXIVM and  

Ms. Sa lzman. 

 WHEREFORE, Stephanie Franc o demands judgment aga inst NXIVM 

Corpora tion, First Princ ip les, Inc . and  Nanc y Salzman, jointly and  severa lly, for 

treb le damages, p re-judgment interest, a ttorney’ s fees, c osts of suit and  suc h 

other relief as the Court deems just and  p roper. 

SECOND COUNT 
(Fraud Against NXIVM, First Principles, Inc. and Ms. Salzman) 

 80. Ms. Franc o repea ts the a llega tions tha t a re c onta ined  in 

paragraphs 1 through 79 and  inc orpora tes same as if set forth a t length herein. 

 81. The sta tements of NXIVM and  Ms. Sa lzman tha t the Ra tiona l Inquiry 

method  c onstituted  a  “ tec hnology”  and  “sc ienc e”  were knowingly fa lse when 

made. 

 82. The sta tements of NXIVM and  Ms. Sa lzman tha t NXIVM’ s p rogram 

had  c ured  people of poor eyesight and  weight p rob lems were knowingly fa lse 

when made. 

 83. The sta tements of NXIVM and  Ms. Sa lzman tha t Mr. Raniere had  
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tra ined  approxima tely 400,000 ind ividua ls were knowingly fa lse when made. 

 84. NXIVM and  Ms. Sa lzman made these sta tements to induc e Ms. 

Franc o to pay $2,160 to a ttend  a  five-d ay Intensive in Albany, New York and  to 

c ontinue to a ttend  NXIVM c lasses a t grea t c ost to her. 

 85. Ms. Franc o reasonably relied  upon the fa lse representa tions made 

by NXIVM and  Ms. Sa lzman by paying $2,160 to a ttend  a  five day Intensive in 

Albany, New York and  paying approxima tely $7,000 more to a ttend  add itiona l 

Intensives. 

 86. Ms. Franc o has been injured  as a  p roximate result of the fraudulent 

sta tements of NXIVM and  Ms. Sa lzman. 

 WHEREFORE, Stephanie Franc o demands judgment aga inst NXIVM 

Corpora tion and  Nanc y Sa lzman for c ompensa tory d amages, punitive 

damages, p rejudgment interest, c osts of suit, inc lud ing reasonab le a ttorney’ s 

fees, and  suc h other relief as the Court deems just and  p roper. 

THIRD COUNT 
(Fraudulent Concealment Against NXIVM, First Principles, Inc. and Ms. Salzman ) 

 87. Ms. Franc o repea ts the a llega tions tha t a re c onta ined  in 

paragraphs 1 through 86 of the Counterc la im and  inc orpora tes same as if set 

forth a t leng th herein. 

 88. NXIVM and  Ms. Sa lzman fraudulently c onc ealed  materia l 

informa tion from Ms. Franc o to induc e her to join NXIVM. 

 89. NXIVM and  Ms. Sa lzman c onc ealed  from Ms. Franc o tha t the 

organiza tion p rac tic ed  mind  c ontrol and  ra ther than a  tra ining sc hool was, in 
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ac tua lity, a  c ult. 

 90. NXIVM and  Ms. Sa lzman c onc ealed  from Ms. Franc o tha t NXIVM’ s 

opera tions required  members to rec ruit other members to advanc e in the group  

and  p rovided  financ ia l c ompensa tion for eac h member tha t they rec ruited  to 

the group . 

 91. NXIVM and  Ms. Sa lzman fraudulently c onc ea led  from Ms. Franc o 

tha t Mr. Raniere had  been investiga ted  for running a  pyramid  sc heme prior to 

his involvement w ith NXIVM. 

 92.  NXIVM and  Ms. Sa lzman c onc ealed  from Ms. Franc o tha t Mic hael 

Sutton had  a  financ ia l interest in getting her to join NXIVM. 

 93. Ms. Franc o would  not have jo ined  NXIVM had  NXIVM and / or Ms. 

Sa lzman d isc losed  this informa tion to her. 

 94. Ms. Franc o has been injured  as a  result of the fraudulent 

c onc ealment of NXIVM and  Ms. Sa lzman. 

 WHEREFORE, Stephanie Franc o demands judgment aga inst NXIVM 

Corpora tion, First Princ ip les, Inc . and  Nanc y Salzman, jointly and  severa lly, for 

c ompensa tory damages, punitive damages, p rejudgment interest, c osts of suit, 

inc lud ing reasonable a ttorney’ s fees and  suc h other relief as the  Court deems 

just and  p roper. 

FOURTH COUNT 
 (New York General Business Law § 349 Against NXIVM and Ms. Salzman) 

 
 95. Ms. Franc o repea ts the a llega tions tha t a re c onta ined  in 

paragraphs 1 through 94 and  inc orpora tes same as if set forth a t length herein. 
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 96. NXIVM and  Ms. Sa lzman’ s representa tion to Ms. Franc o and  the 

other enrolled  students during the Intensives tha t were held  in Albany in June 

and  August 2001 c onstituted  c onsumer-rela ted  ac tivity w ithin the sc ope of N.Y. 

Genera l Business Law § 349 (Mc Kinney’ s 2005). 

 97. NXIVM’ s opera tion whereby students’  advanc ement w ithin the 

group  was c ond itioned  upon their rec ruiting more members and  whereby 

members rec eived  financ ia l benefits based  upon the rec ruitment of add itiona l 

members c onstituted  a  dec ep tive p rac tic e under N.Y. Genera l Business Law § 

349 (Mc Kinney’ s 2005). 

 98. The fa lse representa tions tha t NXIVM and  Ms. Sa lzman made to Ms. 

Franc o during the June 2001 and  August 2001 Intensives tha t NXIVM employed  a 

“sc ienc e”  and  a  “ tec hnology”  and  their outland ish c la ims c onc erning Mr. 

Raniere c onstituted  dec ep tive p rac tic es under N.Y. Genera l Business Law § 349 

(Mc Kinney’ s 2005)  

 99. Ms. Franc o has suffered  an ac tua l loss as a  result of the dec ep tive 

p rac tic es of NXIVM and  Ms. Sa lzman. 

 100. The dec ep tive p rac tic es of NXIVM and  Ms. Sa lzman  were 

c ommitted  intentiona lly, thereby entitling  Ms. Franc o to treb le damages 

pursuant to N.Y. Genera l Business Law § 349 (Mc Kinney’ s 2005).   

JURY DEMAND 

 101. Ms. Franc o hereby demands a  tria l by jury on a ll c ounterc la im 

c ounts. 
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 WHEREFORE, Stephanie Franc o demands judgment aga inst NXIVM 

Corpora tion, First Princ ip les, Inc . and  Nanc y Salzman, jointly and  severa lly, for 

c ompensa tory damages, treb le damages, p rejudgment interest, c osts of suit, 

inc lud ing reasonable a ttorney’ s fees, and  suc h other relief as the Court deems 

just and  p roper. 

DATED:  Sep tember 15, 2005 
HINMAN, HOWARD & KATTELL, LLP 
 
/ s/  Linda Blom Johnson 
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