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HONORABLE RICHARD A. JONES

UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF WASHINGTON

AT SEATTLE
UNITED STATES OF AMERICA
Plainaff, Case No. 2:16v-01985-RAJ
v ORDER GRANTING MOTION
ESTATE OF CLARENCE JESS FOR DEFAULT JUDGMENT
GROESBECKgt al,
Defendants.

. INTRODUCTION
This matter is before the Court on the United States’ motion for entry of defa
judgment. Dkt. # 53. For the reasons below, the moti@RANTED.
[1. BACKGROUND
The United Stateseeksto collect outstanding federal income tax assessn

against Clarence Jess Groesbeckiaritie proces$oreclose orrelated federal tax lien
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against three parcetd property in Skagit County, Washington (collectively, the “Subject

Properties”belonging taGroesbeck Dkt. # 1. The United States has assessed Groe

with income tax liabilities for the 1998 through 2003 tax yeads. Because Groesbe¢

passedaway in 2009, the Estate of Clarence Jess Groesbeck (“Groesbeck Est
responsible for these liabilitiesd.

The complaint alleges th&@roesbeck participated in an abusive trust scheitie

the intent to avoid paying federal talxl., 1 28. He islleged to have placathtaxed funds
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from his wholly owned corporation’s profit sharing plan into offshore trusts and
accounts andthenused the mortgages on his propertieshm western United State®
repatriate these funds, free of tde. Groesbeck did not report this income on his fed
tax returns and fraudulently computed the income he did refmbrtWith respect to the
1998, 2000, 2001, 2002, and 2003 tax years, thehdE®Sassessddroesbeck civil fraug
penaltiestotaling $4,947,79.33. 1d., 11 27, 28. Despite timely notice and demand 1
payment, Groesbeck neglected or refused to pay the full assessments, which
outstanding.ld., 1 30. Pursuant to 26 U.S.C. 88 6321 and 6322, liens arose in favor
United States anditached toGroesbeck’'gproperty and rights to propertyicluding the
Subject Propertiesld., § 31.

The Subject Properties are continuous parcels of property located at “122
Blackburn Road, Mt. Vernon, Washington 98274” (“1224 East Blackburt?18 Easil
Blackburn Road, Mt. Vernon, Washington 98274” (“1418 East Blackburn”); and
East Blackburn Road, Mt. Vernon, Washington 98274” (“*1308 East Blackbulch?){{
11, 16,22. The omplaint alleges that Groesbeck owned, and now the Groesk&atie
owns, the Subject Properties through the C. Jess Groesbeck M.D., A.P.C., Profit
Plan (“Profit Sharing Plan”); the Groesbeck Family TriBamily Trust”); and Genesi
Ltd. Id., 11 1224. Multiple transfers of the Subject Properties betwé&€Harence
Groesbeck and the entities involved no consideration or, in one casd, 1 1214, 17
20, 2324. Since at least 2000, none of the enthi&s paid any expenses associated
the Subject PropertiePkt. # 53-3, 1 14. Rather, Groesbeand, following his death, hi
surviving spousesSilvia Lee, exercised active and substantial control over the Si
Properties Id., 11 510. For example, they rented out one of the properties for theit
benefit andhaveallowed family members to live ahe ofthe Subject Propertiesid., 11
5-6. They also maintaining the Subject Properties andail mortgages, utility bills, an
other bills associated with thend., 11 510.

The United States amedthe Profit Sharing Plan, the Family Tru&enesis Ltd
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and Silvia Lee as defendants in this lawsuit because they may claim an interest in
one of the Subject Propertiaader 26 U.S.C. 8§ 7403(bpPkt. # 1. On January 11, 201
the United States served the summons and Complaint on the Profit Sharing Famitia¢
Trust, and Genesis LtdSeeDkt. ## 911. Neither the Profit Sharing Plan, the Fam
Trust, nor Genesis Ltd. appeared or pleaded by the date required, November 13,

at any other pointAccordingly, on March 8, 2018, the United States requested en
default against these entities. Dkt. # 29. On March 15, 201&déHeentered defau
against the Profit Sharing Plan, Family Trust, and Genesis Ltd. Dkt. # 30. On Aug
2019, the United States moved for entry of default judgment. Dkt. #££88currently,
with themotion for entry of default judgment, the United States, the Groesbeck Estal
Silvia Lee filed a stipulation in which the Groesbeck Estate and Silvia Lee concede
the Groesbeck Estate is liable for the federal tax assessments against Clarence G

for the 1998 through 2003 years; (ii) the United States has valid and subsisting fed

at least

7,

D

ily
017, or
try of

t

ust 12,

te, and
that (i)
roesbeck

eral tax

liens on all property and rights to property belonging to Clarence Groesbedkeind

Groesbeck Estate; and (iQlarence Groesbeck fraudulently transferidd to 1224 Eas
Blackburn and 1308 East Blackburn to his nominees. Dkt. # 54.
[I1. LEGAL STANDARD

At the default judgment stage, the court presumes all-pledided factual

allegdions are true, except those related to damadeteVideo Sys., Inc. v. Heidenth
826 F.2d 915, 91718 (9th Cir.1987)see also Fair House. of Marin v. Com285 F.3d
899, 906 (9th Cir. 2002). Although the entry of default judgment under Rule S5¢)
extreme measure,” disfavored cases should be decided upon their merits w
reasonably possibleCmty. Dental Servs. v. Tari82 F.3d 1164, 1170 (9th Cir. 200}
also see Westchester Fire Ins. Co. v. Men88% F.3d 1183, 1189 (9th Cir. 2009).

In addition, Federal Rule of Civil Procedure 55(b)(1) permits the court to
default judgment when the plaintiff's claim “is for a sum certain or a sum that can be

certain by computation.” Fed. R. Civ. P. 55(b)(1). In moving the court foruliig

ORDER -3

t

al

henever

),

enter
made

bfa




© 00 N O 0o M W N PP

N N NN N NN NDNNDR R R B R B R R B
® ~N o O N W N B O © 0 ~N o 0o N W N B O

judgment, a plaintiff must submit evidence supporting the claims for a particular g
damages. Fed. R. Civ. P. 55(b)(2)(B). If the plaintiff cannot prove that the sumits
“a liquidated sum or capable of mathematical calculation,” the coust hold a hearin
or otherwise ensure that the damage award is appropriate, reasonable and demon;
evidence. Davis v. Fendler650 F.2d 1154, 1161 (9th Cir. 198%ge also Getty Imags
(US), Inc. v. Virtual Clinics2014 WL 358412 (W.D. Wash. 2014). In determin
damages, a court can rely on the declarations submitted by the plabntifdKL Ltd. v.
HPC IT Educ. Ctr, 749 F. Supp. 2d 1046 (N.D. Cal. 2010). Where there is eviq
establishing a defendant’s liability, the court has discretion, not an obligation, to ¢
default judgment.Aldabe v. Aldabe616 F.2d 1089, 1092 (9th Cir. 1986&e also Alar
Neuman Productions, Inc. v. Albrigl@62 F.2d 1388, 1392 (9th Cir. 1988). Since decic
for or against default judgment is within the court’s discretion, a defendant’s defau
not de facto entitle a plaintiff to a cototdered judgmentCurtis v. lllumination Arts, Ing

33 F. Supp. 3d 1200, 1210-11 (W.D. Wash. 2014).

V. DISCUSSION

In exercising its discretion, the Court considers tiatel” factors: (1) the
substantive merits of plaintiff's claims, (2) the sufficiency of the claims raised |
complaint, (3) the possibility of prejudice to the plaintiff if relief is denied, (4) the su
money at stake, (5) the possibility of a dispute concerning material facts, (6) whet
default was due to excusable neglect, and (7) the strong policy favoring decisions

merits when reasonably possibatel v. McCool 782 F.2d 1470, 14#¥2 (9th Cir. 1986)

As discussed below, the Court has considered each @itilefactors and finds

they weigh in favor of granting default judgment.
A. Merits of the Claims, Sufficiency of the Complaint, and Prejudice
The substantive merits of the claims and the sufficiency ofdheplaint are ofter
analyzed togetherCurtis v. lllumination Arts, Ing 33 F. Supp. 3d 1200, 124101 (W.D.
Wash. 2014). Additionally, while prejudice to the plaintiff is a factor to be ana
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independently undekitel, it is discussed in this section because recourse flows frol

United States’ ability to demonstrate merit to its clairds. JKL Ltd. v. HPC IT Edud,

Ctr., 749 F. Supp. 2d at 1048xplaining that plaintiff “would be without other recoul
for recovery” to which it is entitled Here, the United States seeks a determination
becausehe Profit Sharing Plan, Family Trust, and Genesis Ltd. are nominees of ClI
Groesbeck and/or holds title to a property at issue in this action through a freay
transfer, each has no interest in any such property. As discussed below, the Co
thatthe United States has invoked a cognizable legal yteeat allege sufficient facts for
the Court to conclude it is entitled to relief.

The IRS has broad powers to impose federal tax liens under 26 U.S.C. §
Section 6321 provides that a lien may be imposed “upon all property and rights to p
.. .belonging to” a taxpayer who has failed to pay taxes owed after assessment and

Section 6321has been interpreted &pply to all property of a taxpayer, including propsq

that is held by a third party as the taxpayer’'s nominee or alter@dw. Leasing Corp. V.

United States 429 U.S. 338, 35&1(1977) Fourth Inv. LP v. United State§20 F.3d

m the

se
that,
Arence
Idule

urt finds

6321.
roperty
demand.

rty

1058, 1067 (9th Cir. 2013). On the whole, the nominee theory focuses on the relationship

between the taxpayer and the prope®ge Sharp Mgmt., LLC v. United Stat&307 WL
1367698, at *3 (W.D. Wash. May 8, 2007)ypically, the court would ordinarily turn t

the law of the forum staia order to determine a taxpayer’'s nomineappears, howeve

that no Washington court has addressed nominee liab8ieg id. Accordingly, the court

considers factors relied upon by other courts in the Ninth Circuit, including the follo

(1) no consideration or inadequate consideration paid by the nominee; (2)
property placed in the name of nominee in anticipation of a suit or occurrenc
liabilities; (3) close relationship between the transferor and the nominee; (4)
failure to record conveyance; (5) retention of possession by the transferor; a
continued enjoyment by the transferor of benefits of the property.

Fourth Inv. LR 720 F.3d at 1067.
Here, the analysis is bolstered by the &beck Estate’s admission that the Sub

Propertieswere fraudulently transferred from Groesbéckhe Profit Sharing Plan, th
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Family Trust, and Genesis Ltd. Dkt. # 54, 1 4. Therefore, Groesbeck, an@Gno@sbeck

Estate, holdditle to the Subject Propertiesid., T 5. Nonethelessthe complaint’'s
allegations sufficiently support finding thiéte entities are nominees of Groesbeck.
multiple transfers of the Subject Properties between Groesbeck and the mwithesd
no consideration or, in one case, $kt. # 1,11 1214, 1720, 2324. It is also allegeq
that Groesbeck established each of the entities and exercised control oveldhé&fh S,
9, 10, 46. Groesbeck, and later Silvia Leajntainedbossession and continued to en
the benefits of the Subject Propertidd., 11 21, 35, 41.

Accordingly, the merits of the United States’ claims and sufficiency of]
complaintweigh in favor of entry of default judgmenthe prejudice factor likewise favo

the entry of default judgment. If the Court does not enter default judgment agai
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against the Profit Sharing Plan, the Family Trust, and Genesis Ltd., the United Stafes will

notbe unable to sell the Subject Properties with clear title to satisfy the Groesbeck E
federal tax liability.

B. Sum of Money at Stake

The United Stateseeksdeclaratory relief rather than monetary damadesfault
judgment is disfavored when a large amount of money is involved or is unreason
light of the defendant’s actionsitel, 782 F.2d at 1472. Since no money damages
involved, this factor weighs in favor of granting default judgment.

C. Possibility of Dispute asto Material Facts and Excusable Neglect

When default has been entered, the court must take the plaintiff's factual alleg

as true except those concerning damagrstis, 33 F. Supp. 3dt1212. ThisEitel factor

considers the possibility any material facts in dispui#ec. Frontier Found. v. Gloh.

Equity Mgmt. (SA) Pty Ltd290 F. Supp. 3d 923, 947 (N.D. Cal. 2017). In assessin(
factor, courts examine whether a defendant would be able to dispute material facts
appeared in the lawsuild. Here, the Court finds that the evidence presented by U

States demonstrates the unlikelihood of material facts in éispdreover, it is unlikely
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that that Defendants’ absence in this action is due to excusable neglect. Accordin
factor weighs in favor of default judgment.

D. Strong Policy Favors Decisions on the Merits

ThisEitel factor requires th€ourt to weighwhether default judgment is appropri
in light of the policy favoring decisions on the meritBitel, 782 F.2d at 1472Getty
Images (US), Inc. v. Virtual Clinicdlo. C130626JLR, 2014 WL 358412, at *5. Whe
as here, a party fails to defend on the merits of a claim, entry of default judgn
generally an appropriate remedilektra Entmt Grp. Inc.,226 F.R.D.at 392. However,
this Eitel factor alone is not dispositiveMicrosoft Corp, 2009 WL 959219, at *3also
seeGetty Images (US), Ing. Virtual Clinics 2014 WL 358412, at *BW.D. Wash. 2014
(“[T] his factor almost always weighs against default judgment even when a decisior|
merits is unlikely, but the factor alone does not prevent the émumt granting defaul
judgment). Because Defendants have failed to appear or respond in this action, a d
on the matters appears unlikelyTherefore, this weighs in favor of granting defs
judgment.

E. Summary of Eitel factors

In reviewing the United States’ motion in light of thael factors, the Court find
granting default judgment is appropriate.

V. CONCLUSION
For the reasons stated above, the CGRRANT S the United States’ motion for

default judgment.
DATED this 9thday ofOctober, 2019.
V)

The Honorable Richard A. Jones
United States District Judge
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