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SOUTHERN DISTRICT OF MISSISSIPPI
FILED
IN THE UNITED STATES DISTRICT COURT 5
FOR THE SOUTHERN DISTRICT OF MISSISSIPPI SEP 25 2024
EASTERN DIVISION TSSO
BY DEPUTY
UNITED STATES OF AMERICA CRIMINAL NO. 3;dY¢r 3% KS- mTp0

v

STEPHEN T. MELLINGER III 18 U.S.C. § 371

26 U.S.C. § 7206(2)
18 U.S.C. § 1349

18 U.S.C. § 1956(h)

18 U.S.C. § 1956(a)(1)(B)(i)

The Grand Jury charges:
At all times material to this Indictment:

INTRODUCTION

1. Between 2013 and 2023, Defendant STEPHEN T. MELLINGER III
(“MELLINGER III"), JASON L. CRACE (“CRACE”), PROMOTER 2, and PROMOTER 3
(collectively, “the Conspirators”) operated an illegal tax shelter (the “Tax Shelter”) in
Mississippi and elsewhere to fraudulently reduce the federal income taxes owed by
MELLINGER III's clients. The Tax Shelter was designed to create the false appearance that
MELLINGER III’s clients had paid tens of millions of dollars in deductible business expenses.
In reality, the so-called expenses were fake: the Tax Shelter clients simply sent money to the
Conspirators, who returned the money (less the Conspirators’ fees) back to the clients. The
Conspirators then helped their clients prepare and submit false tax returns to the Internal
Revenue Service (“IRS”) that fraudulently claimed tens of millions of dollars in false deductions
for the fake expenses. MELLINGER III and PROMOTER 2 collectively earned more than $3
million by promoting the Tax Shelter.

2. In or around January 2016, some of the Tax Shelter clients in Mississippi
informed MELLINGER III and his co-conspirators that the IRS had seized some of their
money in connection with a criminal healthcare fraud investigation. The Conspirators also

learned that, as a result of the healthcare fraud investigation, the IRS had begun investigating the
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Tax Shelter as well. Soon thereafter, MELLINGER III and PROMOTER 2 attempted to
distance themselves from the Tax Shelter by negotiating a March 2016 sale of the Tax Shelter to
ADVISOR 1. After the sale (and continuing through December 2023), MELLINGER III and
PROMOTER 2 continued to request and receive a portion of the fees that ADVISOR 1 and
CRACE earned by continuing to operate the Tax Shelter.

3. MELLINGER III and PROMOTER 2 also took advantage of their Mississippi
clients’ confusion in January 2016 to steal some of the (still-unseized) healthcare fraud proceeds
that they had transferred through the Tax Shelter. MELLINGER III and PROMOTER 2 then
used some of these funds to buy a house in Florida for over $750,000. MELLINGER I1I and
PROMOTER 2 also took steps to try to conceal their theft and to frustrate both the healthcare
fraud and tax investigations, including by misleading the IRS, Department of Justice, and others
about the likely existence and location of still-unseized healthcare fraud proceeds and
MELLINGER III and PROMOTER 2’s roles in operating the illegal Tax Shelter.

The Defendant and Other Key People

4, Defendant MELLINGER III was a resident of Niles, Michigan, between
approximately 2012 and September 2015; and of the State of Florida from approximately
September 2015 through the date of this Indictment. From at least 2013 through approximately
January 2016, MELLINGER III was a securities broker, financial advisor, and insurance
salesman. Until around January 2016, MELLINGER I1I was contracted to INSURANCE
COMPANY 1, a large life insurance company headquartered in New York, New York, and
INVESTMENT COMPANY 1, a registered investment advisor that was owned by
INSURANCE COMPANY 1.

5. JASON L. CRACE was a Certified Public Accountant (“CPA") and co-

conspirator residing in or around Fishers, Indiana.
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6. PROMOTER 2 was a financial advisor, insurance salesman, and co-conspirator
residing in or around Kyle, Texas. PROMOTER 2 was a close relative of MELLINGER III.

7. PROMOTER 3 was a co-conspirator and an attorney licensed to practice law in
California.

8. CLIENT AA, CLIENT B, CLIENT E, CLIENTS F1 and F2, and CLIENT J—so-
named to be consistent with the designations given by the Conspirators—were owners, operators,
managers, investors, advisors, and marketers of compounding pharmacies in Mississippi and
elsewhere (collectively, the “Pharmacy-Clients””). MELLINGER III, CRACE, and others
provided financial advice and related services to one or more Pharmacy-Clients, each of whom
participated in the Tax Shelter. Several Pharmacy-Clients also participated in a multi-million-
dollar scheme in Mississippi and elsewhere to defraud TRICARE and other health care benefit
providers.

9. ADVISOR 1 was a financial advisor and insurance salesman contracted with
INSURANCE COMPANY 1. ADVISOR 1 operated in or around Grand Rapids, Michigan, and
Las Vegas, Nevada.

Entities in the Tax Shelter Scheme

10. MELLINGER III, PROMOTER 2, CRACE, and others created and caused the
creation of multiple companies as part of the Tax Shelter. These included:
a. Intellectual Property Management Services, LLC (“IPMS, LLC”) was a
business entity registered in the State of Indiana on or around November 4, 2013.
b. Intellectual Property Management Services, International, Ltd. (“IPMSI”) was
a business entity registered in the Island of Nevis on or around November 28, 2013.
c. IPMSI Holdings LLC (“IPMSI Holdings™) was a “Series” domestic limited

liability company formed in Nevada on December 28, 2013. IPMSI Holdings included a separate
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Series for most participants in MELLINGER III’s Tax Shelter (e.g., IPMSI Holdings Series A,
IPMSI Holdings Series HH, IPMSI Holdings Series I, etc.).
d. IPMS Nevada, LLC (IPMS-Nevada) was a domestic limited liability company
registered in the State of Nevada on or around March 2, 2016.
11.  The Desert Springs 2016 Irrevocable Trust (“Desert Springs Trust™) was a
domestic business trust formed in Nevada. CRACE was the trustee of the Desert Springs Trust,
and ADVISOR 1 (and ADVISOR 1°s family) were its beneficiaries.

Relevant Tax Terms and Concepts

12. According to the Internal Revenue Code, taxpayers could deduct the ordinary and
necessary expenses that they paid and incurred in carrying on a trade or business.

13. A taxpayer who operated a business as a sole proprietorship reported business
expenses on a Schedule C, Profit or Loss From Business (“Schedule C™) attached to the
taxpayer’s IRS Form 1040, U.S. Individual Income Tax Return (*Form 10407). A taxpayer who
operated a business as an S corporation reported business expenses on an IRS Form 1120-S, U.S.
Income Tax Return for an S Corporation (“Form 1120-S™). A taxpayer who operated a business
as a partnership reported business expenses on an IRS Form 1065, U.S. Return of Partnership
Income (“Form 10657). Partnerships and S Corporations filed Schedules K-1 on which they
reported each partner or shareholder’s share of the business’s income, deductions, credits, and
other items.

14.  In general, a taxpayer who operated a business was required to file an IRS Form
1099-MISC for each person to whom they paid in the course of their business at least $10 in
royalties or at least $600 in certain other types of payments. “Royalties” included, among other
things, payments for the right (i.e., a “license™) to use someone else’s intellectual property, such

as patents, copyrights, trade names, and trademarks. For example, a business might pay a royalty
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to a musician in exchange for the right to play that musician’s copyrighted music during a

television commercial. Royalties did not include payments for services.

COUNT 1
(Conspiracy — MELLINGER 11I)
18 U.S.C. § 371
15. The allegations contained in paragraphs 1 through 14 of this Indictment are
incorporated and re-alleged.
STATUTORY ALLEGATIONS
16.  From in or around October 2013 through at least December 2023, in the Southern

District of Mississippi and elsewhere, the defendant, STEPHEN T. MELLINGER III,
CRACE, PROMOTER 2, and PROMOTER 3, and other individuals known and unknown to the
grand jury, did unlawfully, voluntarily, intentionally, and knowingly conspire, combine,
confederate, and agree together and with each other to defraud the United States for the purpose
of impeding, impairing, obstructing, and defeating the lawful government functions of the
Internal Revenue Service of the Treasury Department in the ascertainment, computation,
assessment, and collection of revenue: that is, U.S. individual and corporate income taxes.

Manner and Means of the Conspiracy

17.  The manner and means by which the defendant and his co-conspirators carried out
the conspiracy included, but were not limited to, the following:

Promoting and Implementing the Tax Shelter

18. The Conspirators designed, marketed, sold, and implemented the Tax Shelter to
create the false appearance that their clients had actually paid genuine expenses in the operation
of their businesses. In reality. the expenses were fake: the Conspirators quickly returned the so-
called payments back to their clients. The Conspirators typically implemented the Tax Shelter in

four basic steps:
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IPMS, LLC/
IPMS-NEVADA

TAX SHELTER TAX SHELTER
CLIENT'S EXISTING CLIENT'S NEW
BANK ACCOUNT BANK ACCOUNT

FALSE RETURNS PREPARED BY TAX
SHELTER CLIENT AND CONSPIRATORS

a. The Conspirators directed their clients to transfer an amount of money equal to
the size of their desired tax deduction to a bank account in the name of IPMS, LLC or IPMS-
Nevada. Sometimes, MELLINGER III and his co-conspirators provided their clients with
calculations that purported to show how much income the client could shelter from taxes by
increasing or decreasing the amount of money that the client transferred to the IPMS, LLC and
[PMS-Nevada bank accounts.

b. The Conspirators collected what they termed an “Intellectual Property
Management Service Fee” (the “Service Fee™) of between 1% and 15% of the fake expense.

¢. The Conspirators returned the fake expense (less the Service Fee) by depositing
it into a different bank account controlled by the Tax Shelter client. Typically, these client-
controlled accounts were titled in the name of the client’s “Series LLC.”

d. The Tax Shelter client—often with the Conspirators’ direct assistance—filed
false federal tax returns that fraudulently deducted the fake expense from their personal and
business’ income. The Conspirators directed their clients to report the fake expenses to the IRS

as “Royalties.”
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Receiving and Returning Fake Expenses from Tax Shelter Clients

19. In November 2013, PROMOTER 2 opened a bank account (ending in x-6883) in
the name of IPMS, LLC at First Source Bank (the IPMS, LLC Account) to receive the fake
expenses from MELLINGER III's Tax Shelter clients. In most cases, funds transferred into the
IPMS, LLC Account were quickly returned to the clients’ control—usually within several days.

20, Some of the Mississippi Pharmacy-Clients were concerned about surrendering
control over their money—even briefly—to the Conspirators when they deposited their funds in
the IPMS, LLC Account. To address this concern, MELLINGER III sent an email on or around
December 27, 2013, to two of the Mississippi Pharmacy-Clients and proposed creating a new
bank account in the name of IPMS, LLC, but giving the Pharmacy-Clients and their
accountant—rather than the Conspirators—sole signature authority over that account.
MELLINGER III explained:

With this combination of signers we are ok not being on the

accounts, we just need copies of the statements so we can keep the
records for tax purposes. |[. . .]

We will do whatever we can to help. Our only concern is making
sure that everyone’s cash is kept safe and the tax deductions for
2013 are preserved.

Later that same day, the Mississippi Pharmacy-Clients’ accountant opened a bank account
(ending in x-6960) at a local branch of Wells Fargo Bank in the name of IPMS, LLC (the
“Mississippi Account™) on which the accountant was the sole authorized signer. As a result, the
Pharmacy Clients who transferred their so-called expenses to the Mississippi Account never lost
control over their money. Nonetheless, the Conspirators instructed these clients that they could
claim the transfers to the Mississippi Account as business expenses for “royalties™ on their tax

returns.
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21.  In contrast to how they treated funds from most of their other Tax Shelter clients,
the Conspirators transferred most of the money that CLIENT ] transferred to IPMS, LLC to bank
accounts held in the name of CLIENT J’s irrevocable trust. CLIENT J and a close relative of
CLIENT J were listed as the beneficiaries of CLIENT J’s irrevocable trust. One of
MELLINGER III's college friends—and later PROMOTER 2—had signature authority (in
their capacity as trustee of CLIENT I’s trust) over these trust accounts.

Concealing the I'raudulent Nature of the Tax Shelter

22.  To make the Tax Shelter appear legitimate and conceal its fraudulent nature, the
Conspirators established and caused others to establish entities in the United States and
elsewhere, including: IPMS, LLC; [PMS-Nevada; [PMSI; and [PMSI Holdings.

23.  The Conspirators directed most of MELLINGER III's Tax Shelter clients to sign
paperwork to create the false appearance that:

a. The Tax Shelter client had contributed revenue-generating intellectual property
to IPMSI; and

b. The Tax Shelter client had licensed back that same intellectual property from
[PMS, LLC or IPMS-Nevada in exchange for the client’s promise to pay royalties (i.e., the fake
expense) to IPMS, LLC and IPMS-Nevada.

24.  In December 2014, the conspirators prepared backdated paperwork to conceal the
fact that IPMS. LLC lacked the ability to license intellectual property to MELLINGER III's
Tax Shelter clients.

25.  To create the false appearance that the Tax Shelter clients had actually transferred
revenue-generating intellectual property to IPMSI, the Conspirators generated false paperwork,
including by directing some Tax Shelter clients to compile lists of the supposed intellectual

property that they purportedly used in the operation of their businesses.
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26.  The Conspirators prepared and assisted in the preparation of tax returns and other
IRS forms for entities that were part of the Tax Shelter that created the appearance that expenses
reported on their clients’ tax returns were legally deductible. These included, among other false
returns, IRS Forms 1065 for IPMS, LLC and Forms 1065 (and Schedules K-1) for IPMSI
Holdings and the Series LLCs. These also included IRS Forms 1099-MISC to report the fake
expenses transferred to [IPMS, LLC or [IPMS-Nevada. The Conspirators instructed that the fake
expenses should be reported on the Form 1099-MISC as *“royalties.”

2T MELLINGER III used INSURANCE COMPANY 1’s regional office to host
meetings during which he presented the Tax Shelter to some potential clients, thereby giving the
false appearance that INSURANCE COMPANY 1 had reviewed and approved the Tax Shelter.
MELLINGER III took steps to conceal the Tax Shelter’s existence and his participation in it
from INSURANCE COMPANY 1. In response to questions from INSURANCE COMPANY 1,
MELLINGER III made false and incomplete statements intended to minimize his involvement
with companies, like IPMS, LLC, registered in the name of PROMOTER 2.

28.  MELLINGER III and PROMOTER 3 made misleading statements to potential
and actual Tax Shelter clients, the IRS, and the Department of Justice that suggested that
INSURANCE COMPANY 1 and INVESTMENT COMPANY 1 had previously reviewed and
approved the Tax Shelter.

Charging Fees for the Tax Shelter

29. The Conspirators typically charged clients substantial fees to participate in the
Tax Shelter, including:
a. An initial “consulting fee” of between $20,000 and $75,000 in exchange for
enrolling a client in the Tax Shelter;

b. The Service Fee equal to between 1% and 15% of the fraudulent deduction; and
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c. A 1% “assets under management” fee, which MELLINGER III charged Tax

Shelter clients who used INVESTMENT COMPANY 1 to serve as their investment manager.
MELLINGER III split the 1% fee with one of his colleagues at INVESTMENT COMPANY 1.

30.  To conceal MELLINGER III’s role in (and profit from) operating the Tax
Shelter, MELLINGER III and PROMOTER 2 directed their clients to pay the Service Fee to an
IPMS, LLC bank account (rather than directly to MELLINGER III or an entity that he
officially owned/controlled). Thereafter, MELLINGER III and PROMOTER 2 transferred
more than $3 million in Service Fees to bank accounts that MELLINGER III controlled and
that were held for the benefit of MELLINGER III and his family.

Undermining Independent Advisors

31. When independent accountants and attorneys questioned the legitimacy of the Tax
Shelter and the fake expenses, MELLINGER III discouraged Tax Shelter clients and potential
clients from following their professional advice. MELLINGER III often suggested it would
cost hundreds, thousands, and even hundreds of thousands of dollars to research and provide
answers to skeptical questions raised by a prospective client’s independent advisor.

32, Instead, MELLINGER III recommended that clients and potential clients
consider hiring CRACE and other accountants with whom MELLINGER III had a prior
relationship and who were, therefore, willing to sign income tax returns claiming the fake
business expenses as deductions.

Responding to the Money Laundering and Tax Investications

33. Onoraround January 23, 2016—after learning that the IRS had seized funds of
several of his Mississippi Pharmacy-Clients—MELLINGER III emailed CRACE: “Apparently
the IRS is involved in the investigation and has been asking a lot of questions about IPMS and

that structure because of the amount of royalties that flowed from their companies to it.”

10
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34. MELLINGER III gave a voluntary interview to IRS Criminal Investigators
(“IRS-CI”) on February 1, 2016. Prior to, during, and after the February 1, 2016 interview, the
Conspirators prepared and provided false, misleading, and incomplete written and oral
statements to the Department of Justice, IRS, and other investigative agencies concerning (1)
their knowledge of the likely location and existence of additional unseized healthcare fraud
proceeds; and (2) the design and operation of the Tax Shelter.

35. By mid-February 2016, MELLINGER III and PROMOTER 2 attempted to
distance themselves from the Tax Shelter. In March 2016, they induced ADVISOR 1 to purchase
the Tax Shelter in exchange for MELLINGER IIT and PROMOTER 2 continuing to receive a
portion of future Service Fees from the Tax Shelter. Thereafter, CRACE and ADVISOR 1 took
primary responsibility for operating the Tax Shelter.

36. To conceal their continued involvement in the Tax Shelter, MELLINGER III
and PROMOTER 2 told clients that the Tax Shelter had closed as of December 31, 2015. They
advised clients that a “replacement” was available. In fact, ADVISOR 1 and CRACE continued
operating the Tax Shelter by accepting and returning so-called royalty payments via a newly
created entity, [IPMS-Nevada.

3% After the sale of the Tax Shelter to ADVISOR 1, MELLINGER III and
PROMOTER 2 provided ADVISOR 1 and CRACE with form agreements, documents, and oral
advice to assist ADVISOR 1 and CRACE in continuing to operate the Tax Shelter.

38.  After selling the Tax Shelter to ADVISOR 1 in March 2016, MELLINGER III
and PROMOTER 2 continued to request and receive a share of the fees generated by CRACE

and ADVISOR 1°s continued operation of the Tax Shelter through December 2023.

11
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Claiming False Deductions for MELLINGER 11I's Transfers to IPMS in 2016

39.  Although the Conspirators informed their clients in August 2016 that they had
closed the Tax Shelter as of December 31, 2015, MELLINGER III opened a new bank account
in the name of IPMS, LLC in October 2016; and then transferred more than $290,000 to that
account in December 2016. Within days, MELLINGER III returned the money he deposited to
the new IPMS account to other bank accounts that he controlled.

40. On his 2016 personal and business income tax returns, MELLINGER III
claimed a total of $291,600 in false tax deductions arising from the December 2016 transfers to
the newly created IPMS, LLC bank account, which he falsely reported to the IRS as expenses for
“Royalties.”

Overt Acts

41. In furtherance of the conspiracy, at least one of the Conspirators committed and
caused to be committed in the Southern District of Mississippi and elsewhere, at least one of the
following overt acts, among others, listed below:

Promoting the Tax Shelter

42, In approximately November 2013, MELLINGER III promoted the Tax Shelter
to husband-and-wife CLIENTS A1l and A2 in the Grand Rapids, Michigan, office of
INSURANCE COMPANY 1.

43, Between approximately November and December 2013, MELLINGER III
travelled to Hattiesburg, Mississippi, and marketed the Tax Shelter to several Pharmacy-Clients.

44, Between approximately December 2013 and December 2015, MELLINGER II1
instructed CLIENT AA, CLIENT R, and CLIENT S that they could participate in the Tax
Shelter, notwithstanding their respective disclosures to MELLINGER III that they lacked any

intellectual property.

12
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45.  Between approximately March 19, 2014 and early May 2014, MELLINGER III
promoted the Tax Shelter to CLIENT HH in the Grand Rapids, Michigan, office of
INSURANCE COMPANY 1.

46.  Between approximately November 17, 2014 and November 20, 2014,
MELLINGER III promoted the Tax Shelter to the owner of a dinner theater company.

47. On or around November 23, 2015, MELLINGER III emailed an advisor for
prospective CLIENT L and stated “[CLIENT L] can get into the structure and shelter the entire
$1m. He would pay $50.000 to the company to set him up and then on $1m in payments he
would pay a % on a sliding scale.”

48. On or around July 12, 2016, MELLINGER III sent an email to ADVISOR 1 and
provided suggestions for how to promote the Tax Shelter to a new prospective client.

Calculating the Fake Royalties Necessary to Shelter Income from Federal Taxes

49.  On or around December 22, 2014, MELLINGER III emailed CLIENT J, I
suggest using this $1,100,000 to make royalty payments that you can deduct to reduce about
$450,000 in taxes.”

50. On or around December 29, 2015, MELLINGER III emailed CRACE about a
different client:

What [CLIENT E] is trying to accomplish is paying $200,000 in
taxes total for the feds and state, but no more than this. . . So with a
$300,000 retirement plan contribution how much of a royalty
payment does he need to make to drop his total state and fed tax
liability to $200,000 including SE taxes?

51. On or around December 29, 2015, CRACE responded to MELLINGER III that
CRACE could “put together a ballpark royalty and retirement funding level necessary to drive

[CLIENT E’s tax| liabilities down to about $200,000.”
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52. On or around December 29, 2015, MELLINGER III sent an email to CLIENT
Al stating that CLIENT A1 would “owe an additional $436,044 for the year as is. This may be
higher than you want (I know you want zero, LOL) so let us know your thoughts on this and
we’ll get to work.” At MELLINGER III’s request, CRACE subsequently provided Al with
options for how A1 could further lower Al’s tax burden. CRACE wrote:
An additional royalty payment of $200k, in either cash or note,

will lower the Federal balance due to about $307,000, State tax of
$39,000.

An additional royalty payment of $400k, in either cash or note,
will lower the Federal balance due to about $225.000, State tax of
$30,000.

Are these the options you are looking for?

53. On or around March 24, 2017, CRACE sent an email to CLIENT Al stating, “For
2017, 1 am going to set you up on estimates, but we need to get more aggressive with royalty
payments or retirement planning. There are more way[s] to reduce the tax burden if you are
willing to write the checks.”

Receiving and Returning Fake Expenses to Tax Shelter clients

54. On or around the dates listed below, the Conspirators and others known and

unknown to the grand jury, returned and caused to be returned the money (minus Service Fees)

that the Tax Shelter clients had previously transferred to the Conspirators, with each such

transfer constituting a separate overt act:

OVERT | DATE MONEY | AMOUNT CLIENT DATE MONEY | AMOUNT PERSON
ACT SENT TO SENT TO SENDING RETURNED RETURNED CONTROLLING
TAX TAX MONEY TO TAX FROM TAX FROM TAX RETURNED
SHELTER SHELTER SHELTER SHELTER SHELTER MONEY
a. 06/19/2019 $50,000 CLIENT A 06/25/2019 $48,015 CLIENT A
b. 12/19/2019 | $100.000 CLIENT A 12/26/2019 $96.030 CLIENT A
12/30/2015 | $241,300
. 12/30/2015 | $526,660 CLIENT E 12/31/2015 $2,776.301 CLIENT E
12/30/2015 | $2,065,000
d. 01/03/2017 | $2.400,000 CLIENT E 01/06/2017 $2.280,000 CLIENT E

14
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OVERT | DATE MONEY | AMOUNT CLIENT DATE MONEY AMOUNT PERSON
ACT SENT TO SENT TO SENDING RETURNED RETURNED | CONTROLLING
TAX TAX MONEY TO TAX FROM TAX FROM TAX RETURNED
SHELTER SHELTER SHELTER SHELTER SHELTER MONEY
e. 04/21/2015 $799,109 CLIENT F 04/22/2015 $783,127 CLIENT F
g. 07/24/2015 $780,195 CLIENT F 07/28/2015 $764,591 CLIENT F
h. 11/10/2015 $509,571 CLIENT F 11/12/2015 $499.184 CLIENT F
i. 01/02/2015 $£1.000,000 CLIENT J 01/09/2015 $940,000 CLIENT J
p- 10/08/2015 $3,104,730 CLIENTJ 10/09/2015 $3,100,100 CLIENTJ
q. 01/09/2015 $120,000 CLIENT S 01/12/2015 $120,000 CLIENT S
r. 09/24/2015 $100,000 CLIENT S 09/28/2015 $100,000 CLIENT S
s. 01/10/2017 $100,000 CLIENT S 12/19/2017 $97.020 CLIENT S
t. 01/16/2018 $100,000 CLIENT S 02/01/2018 $99,000 CLIENT S
u. 12/23/2014 $600,000 CLIENT HH 12/26/2014 $552,000 CLIENT HH
V. 12/23/2015 $100,000 CLIENT HH 12/24/2015 $80,000 CLIENT HH
Ww. 12/30/2014 $750,000 CLIENT FF 12/31/2014 $622,380 CLIENT FF
X 12/30/2015 $850,100 CLIENT FF 12/31/2015 $719,185 CLIENT FF
55.  On or around the dates listed below, the Conspirators and others known and

unknown to the grand jury, caused to be transferred to CLIENT J’s Trust Account the money

(minus fees) that CLIENT J had previously transferred to the Conspirators, with each such

transfer constituting a separate overt act:

OVERT | DATE MONEY | AMOUNT CLIENT DATE MONEY AMOUNT BENEFICIAL
ACT SENT TO SENT TO SENDING RETURNED RETURNED OWNER OF
TAX TAX MONEY TO TAX FROM TAX FROM TAX TRUST

SHELTER SHELTER SHELTER SHELTER SHELTER ACCOUNT
(on or around) (on or around)
06/09/2015 $2.250,000
06/09/2015 $3.566,762

a. 06/10/2015 $1.322.866 CLIENTJ 06/10/2015 $9,500,000 CLIENTJ
06/10/2015 $2,860,352

b. 07/08/2015 $9,000,000 CLIENTJ 07/09/2015 $8,550,000 CLIENTJ

c. 08/28/2015 $4,570,000 CLIENTJ 08/31/2015 $4.341,500 CLIENTJ

Preparing False Tax Returns

56. On or around the dates listed below, MELLINGER III, CRACE, and others

caused the preparation and filing and aided in the preparation and filing of the following false tax

returns, which claimed fraudulent business expense deductions for fake royalty expenses.
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