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MEMORANDUM OPINION AND ORDER

Before the Court are Defendant Stephen T. Lynch’s Motion for Severance Pursuant to Rule
14, Fed. R. Cr. P., and Defendant’s Motion for Severance Pursuant to Rule 8(a), Fed. R. Cr. P. The
Court finds the joinder of Count 36, filing of a false tax return, cannot, within the confines of either
Fed. R. Cr. P. 8(a) or Fed. R. Cr. P. 14, be properly joined with the other forty-seven counts in the
Indictment. To the extent the Defendant seeks to sever count 36, the Motions are thus GRANTED.

Defendant’s Motions are DENIED in all other respects.

ISSUE AND BACKGROUND
The Defendant continued to have title ownership to the Park Creek Manor Apartments from
May 11, 1990 to July 1996, when Beal Bank foreclosed on the original loan it had purchased from
the Department of Housing and Urban Development (“HUD”) and took possession and title to Park
Creek Manor. The Defendant’s alleged handling of affairs at Park Creek Manor, alleged embezzling

of government HUD funds, and alleged fraudulent concealment of these funds, form the basis for
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most of the forty-eight count Fourth Superseding Indictment (“Indictment”).

The Defendant alleges counts 36, 47, and 48 were improperly joined in the Indictment.
According to the Defendant, count 36-- the filing of a false tax return in violation of 26 U.S.C.
§ 7206(1), and counts 47 and 48-- criminal forfeiture under 18 U.S.C. § 982(b)(1), have nothing to
do with the Defendant’s legal or fiduciary obligations under the Deed of Trust for Park Creek
Manor. The Defendant alleges counts 36, 47, and 48 deal with the use of proceeds from a private
lawsuit brought by Southwestern Real Estate Services (“Southwestern™), the Defendant’s
corporation, against the City of Dallas for its alleged failure to provide urban rehabilitation funds,
as contracted, to Park Creek Manor. HUD was not a party or an intervenor in the action.
Southwestern recovered a settlement of $500,000.00 from the suit.! Contending that counts 36, 47,
and 48 relate only to this independent lawsuit, the Defendant moves to sever all three counts
pursuant to Fed. R. Cr. P. 8(a), and count 36 pursuant to Fed. R. Cr. P. 14. The Government opposes
the Motions and disagrees with the Defendant’s characterization of the counts. It argues the
Defendant’s fraudulent scheme and artifice to defraud the government interweave throughout counts
36, 47, and 48, and counts 47 and 48 in particular.

ANALYSIS

The three counts, as stated in the Indictment, allege:

(Count 36) A false entry on the Defendant’s 1995 individual 1040 tax return involving
a portion of the $500,000.00 settlement;

(Count47)  Upon conviction of counts 37-42 of the Indictment (money laundering
charges), the Defendant shall forfeit to the United States any property
traceable to such property, including but not limited to $54,791.54 in United
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After $100,000.00 was paid in attorneys’ fees, the Government alleges the balance of
$400,000.00 “went into the Defendant[’}s pockets.” Thus, in the Government’s Response to the
Defendant’s Motion to Sever, it refers to the $400,000.00 settlement proceeds, even though, in
actuality, the settlement proceeds totaled $500,000.00.
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