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IN THE UNITED STATES DISTRI{T COURTMPR =9 102
FOR THE NORTHERN DISTRICT OF TEXAS <)
FORT WORTH DIVISION}

b By
UNITED STATES OF AMERICA '

Vs. CIVIL ACTION NO. 4-91-058-Y

CLEMENT BAILEY, a/k/a/ CLEM
BAILEY, JEWELENE BAILEY, KRISTI

SHELTON, and KATHY ZEEB, all

S
S
S
5
S
S
)
d/b/a CLEM BAILEY & ASSOCIATES §

OPINION AND ORDER

This case is before the Court on the complaint of the United
States of America, which seeks to permanently enjoin Clement
("Clem") Bailey, Jewelene Bailey, Kristi Shelton, and Kathy Zeeb,
individually, and doing business as Clem Bailey & Associates, from
preparing federal income tax returns for compensation.

The Court held a preliminary injunction hearing in the spring
of 1991, during which the United States elicited testimony from
twenty-two witnesses. The Court then entered an agreed order in
June which enjoined the defendants from preparing tax returns for
any individuals who were not already their clients and from
interfering with the proper administration of the internal revenue
laws. The defendants were also ordered to abide by all Internal
Revenue Service rules applicable to tax return preparers. At
trial on the merits in January 1992, the United States offered
testimony from forty-six witnesses and entered 890 exhibits into

evidence. After reviewing the testimonial and documentary evidence
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adduced at trial, this Court has made findings of fact as to each
taxpayer whose return was entered into evidence. Pursuant to those
findings, this Court will grant the government'’s petition for
injunctive relief in full as to Clem and Jewelene Bailey and in

part as to Kristi Shelton and Kathy Zeeb.

I. FINDINGS OF FACT

Clem Bailey & Associates (hereinafter, "CBA"), now defunct,
prepared federal income tax returns, both corporate and individual.
CBA employed Clem Bailey, his wife, Jewelene Bailey, Jewelene
Bailey’s two daughters, Kristi Shelton and Kathy Zeeb, and a number
of bookkeepers, typists, and clerical personnel. The Baileys,
Shelton, and Zeeb are income tax return preparers as that term is
defined in 26 U.S.C. § 7701(a) (36)."

CBA, which obtains its clients by word-of-mouth advertising,
prepared 7320 federal income tax returns from 1988 through 1990.
In 1991, CBA prepared a total of 1764 returns. Of those, Clem
Bailey prepared 624; Jewelene Bailey, 273; Kristi Shelton, 548; and
Kathy Zeeb 319. These returns were filed in twenty-one different
districts covering the southwestern United States.

When a client came into CBA’s office, customarily one or more

of the defendants met with the client for thirty minutes to an hour

! Section 7701(a)(36) of the Internal Revenue Code defines an "income tax return preparer” as:
any person who prepares for compensation, or who employs one or more persons to prepare for
compensation, any return of tax imposed by subtitle A or any claim for refund of tax imposed by
subtitle A. For purposes of the preceding sentence, the preparation of a substantial portion of a return
or claim for refund shall be treated as if it were the preparation of such return or claim for refund.
26 U.S.C. § 7701(a)(36) (1990).

OPINION AND ORDER - Page 2
court91191058\opinion.ord



























































































































































































































