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Opposition to Rule 52(c)
Motion by the
United States of America

United States of America v.

RaPower-3, LLC, International Automated Systems,
Inc., LTB1, LLC, R. Gregory Shepard, Neldon
Johnson, and Roger Freeborn

Case No. 2:15-cv-00828-DN-EJF

United States District Court,
District of Utah

“Paying income taxes is a statutory duty; some also consider it a civic
duty. Few gladly pay, but most faithfully do. Faithful compliance is tested,
sometimes beyond elastic limits, by the siren’s song of the unscrupulous
— pay 10% of your income to the ‘church’ and completely avoid the much
higher extractions demanded by the taxman AND do so without changing

your life circumstances in any significant manner. Sounds great! To the
unprincipled or the naive, it is precisely what the doctor ordered.
Itis alsoillegal.”

United States v. Hartshorn, 751 F.3d 1194, 1204 (10th Cir. 2014)
(O'Brien, J., concurring)
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The United States’ Claims:

26 U.S.C. § 7408
26 U.S.C. § 6700

26 U.S.C. § 7402

Defendants organized, promoted, and
sold the solar lenses pursuant to the
solar energy scheme.

26 U.S.C. § 6700(a)(1)

4/27/2018



Case 2:15-cv-00828-DN-EJF Document 395-1 Filed 04/27/18 Page 3 of 91 4/27/2018

Neldon Johnson

= |s and has been the manager, and a direct and indirect owner of RaPower-3,
LLC, International Automated Systems, Inc. and LTB1, LLC (among other
entities) and is the sole decision-maker for each of these entities.
— PLEX 579, Neldon Johnson Dep., vol. 1., 36:1-39:12; 46:3-47:3; 52:20-57:1;
74:1-14; 77:4-87:12.
— PLEX 77
— PLEX 507, p. 26, 29-30
= Claims to have invented certain solar energy technology which involves solar
thermal lenses placed in arrays on towers.
— PLEX 579, Neldon Johnson Dep., vol. 1, 134:19-135:2
— PLEX 509 Video 12_4 38-5_15
= Created, owns and controls at least three entities that sell or have sold solar
lenses: SOLCO I, Xsun Energy, and RaPower-3, LLC.
— PLEX 579, Neldon Johnson Dep., vol. 1, 79:8-81:7; 82:8-83:6
— PLEX 582, IAS 30(b)(6) Dep., 38:10-40:6; 45:4-17; 47:2-19
— PLEX 673, LTB1 30(b)(6) Dep., 78:22-79:5; 79:12-80:9
— PLEX 682, RaPower-3 30(b)(6) Dep., 32:16-33:14; 44:4-14; 45:9-10
— PLEX 208
— PLEX 355

R. Gregory Shepard

= Has been an IAS shareholder since the mid-1990s.
— PLEX 685, R. Gregory Shepard Dep., 43:19-46:1
= Became one of IAS’s initial salespeople in or around September 2005, and began
selling solar lenses.
— PLEX 685, R. Gregory Shepard Dep., 70:14-72:8
— PLEX 463
= Was a coach and trainer in sports performance before becoming involved with the
solar energy scheme.
— PLEX 685, R. Gregory Shepard Dep., 27:2-30:24
= |s the “Chief Director of Operations” for RaPower-3.
— PLEX 685, R. Gregory Shepard Dep., 102:11-103:3; 113:8-115:3; 123:6-15
— PLEX 682, RaPower-3 30(b)(6) Dep., 108_5-18
= Maintains www.rapower3.com, sends emails and team memos to RaPower-3 “team

members” and moderates an online discussion board called “IAUS & RaPower[-]3
Forum.”

— PLEX 685, R. Gregory Shepard Dep., 25:22-26:8; 286:5-24
- PLEX1,5,19, 20, 21, 24, 25, 34, 352, 419, 459, 674, 676, 678, 679, 680
— M. Shepard Testimony, Trial Tr. 1359:4-6; 1394:14-1397:12
= Owns and operates Shepard Global.
— M. Shepard Testimony, Trial Tr. 1412:18-1412:14
— R. Jameson Testimony, Trial Tr. 1294:18-1295:15
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EQUIPMENT LEASE AGREEMENT

is Equipment Lease Agreement (“Agreement”) is made and entered into this L&
day of 200 by and between International Automated Systems, Inc., a Utah
corporation with offices at 326 North Highway 6, Salem, UT 84653, hercinafter referred to as
“Lessor", and g5%

Gre, whese address is it

Closer. R Leive hercinafter referred (o as “Lessce,
She,at pure?

AGREEMENT
NOW, THEREFORE, the partics hereto agree as follows:

1 LcmhzmbylmeimmedanhmwlmiﬁmmemlmiM
of _F 2 months, hercinafter referred to as the “Lease Period”, from the Installation Date

Transactions with
IAS — Before 2010

stated below, the Altemative Energy System consisting of the system components identified on

the attached Exhibit “A”. Lessor shall furjsh, deliver, ingall an:
Syste, at a site provided by Lessee at_ o\ a

referred to as the “Tnstallation Site™.

Lessor shall, by 3= 1-0& _or within six (6) months of the Plan Date,
hereinafter referred to as the “Permit Date”, obiain, on behalf of Lessee, all
required regulatory agency approvals, land use and zoning approvals, building
permits and other permits.

Lessor shall furnish, deliver, install and startup the Alternative Energy System at
the Site,by &~ -0 5 or within six (6) months of the
Permit Date, whichever is later, hereinafter referred to as the “Installation Date”.

Lessor shall provide to Lessee all required documentation relating to the

EXHBT _f b2
Wz .S P
DATE: S =221
CitiCourt, LLC
p the Alteative Energy
hereinafter
LESSEE

Alternative Energy System and its components as requested by Lessee for federal,

state and local review of the Altemative Energy System for potential tax benefits.

2
Lessee shall pay to Lessor the sum of § hereinafler referred to

. 2 on0
as the “Total Lease Amount” for the lease of the All & Encrgy System for the Lease Period
stated above. This includes the cost of delivery, installation and startup, as well as the cost of
warranty work performed during the warranty period described below.

By:

%ﬂrd&m{
(Stgnumi

Title: ___ses b o7 J@é

INTERNA’ SYSTE!
LESSOR
By: Neldon P. Johnson

1 L

S (Signature) /
‘Title: President _ 4
17, This Agrosment shalt not be ssigned by Lessee without the express writien
consent of Lessor. However, Lessor and Lessee agroe that Y, i the sole discretion of
Lessee, sublease the Allemative Encrgy System i b 1 | - Lessar may

nssign its rights and obligations under this Agresment but Lessor shall remain liabl to Lessee
fior the failure of its assigned to perform the chligations of Lessor under this Agreement,

Transactions with IAS — Before 2010

PLEX 8A
PLEX 91
PLEX 92
PLEX 93
PLEX 94
PLEX 95
PLEX 181
PLEX 462
PLEX 464

PLEX 531
PLEX 532
PLEX 533
PLEX 613
PLEX 614
PLEX 615
PLEX 760
PLEX 762

PLEX 581, IAS Dep. 182:16-183:4; 196:21-198:19
PLEX 673, LTB1 Dep. 43:16-46:24

PLEX 685, Shepard Dep. 57:7-59:3; 73:1-74:2
Rowbotham Testimony, Trial Tr. 910:24-925:5

Williams Testimony, Trial Tr. 982:3-983:23; 985:4-989:10

Olsen Trial Testimony, Trial Tr. 1060:11-25

INC.

4/27/2018
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BACKGROUND

‘This Equipment Purchase Agreement (the "Agresment”) is eatered into this day
12/20/2012 4 6 PM

RaPower-3 Equipment Purchase Agreement
1. Seller is the li ¢ of certain propristary alternative energy technology, which technology

relates Lo solar energy collection and which technelogy is utilized for the design and fabrication
otcertain components which are identified below and which are hereinafier collctively
referred to as the “Altemative Energy System(s)”.

by and between RaPower-3 LLC (the "Operator), with principal offives at 4035 South 4000

‘West. Deseret, UT $4624, bervinafier roferred to 25 "Seller, and 2. Seller and Puschaser now desire to enter into an agreement wherehy Seller will sell
Todtn Oletn o Salf-d PP Sobo- 1L Purchaser the Akemative Encrgy System spocifically described below,

whose address is 857 Bryamstomr Sy MuresyUF—23456—

S S, wadesat D i%ww;, ul _ FNOF

hereinafter referved to as "Purchaser”. Exvisir [ | i
Wi 5
oare: BBy,
. Dznr-u_mm”n'
3. Payment Terms. Purchaser shall pay to Seller the sum of §3,500 for each

Alternative Energy System purchased, hereinafter referved to as the "Purckase Amount" for
the purchase of the Altemative Energy System. This inoludes the Gost of delivery,
installation and stestng, as well as fhe cast of warranty work performed durlng the warranty
pericd described below, The Total Purchase Amount shall be peid in uccordance with the

following schedule: E%"/ -
PRESTON OLSEN , b~ FFO Sofe~ L&

Optionl: Signature

Initial Dovwn Payment in the amount of S1,050 (onc thousand Sfy dallars) for cach RaPowerd Windows Utility
Ajternative Energy System purchased, which shall be peid at the time this agreement is TP Digital Sigra!

entered into.

Option 2: Seller

By: Neldon Johnsen - RaPower-3

Initial Down Peyment in the amount of $1,050 (one thousand fifty dollars) for
Alternative Energy System purchased, which shall be paid with a one-time payment of $105
down payment) at the time this Agreement is entered into. The balance
of 8945 for cach Alteiative Encrgy Syster is to be paid on or before Fune 30,2012,

Neldon Johnson - Director 12/202082 4:57:46 PM

Signature

Option 3:

Initial Down Payment in the amount of $1200 (One Thaousand Twe Hundved Dallars) for cach
Altemnative Energy Systems purchesed, which shall be paid in monthly instaliments of $100

(OnsHundsd bl persympuehissd. Transactions with RaPower3
— Starting in 2010

8 __enllll

ARA®
»

QFERATION AND MAINTENANCE AGREEMENT
Alternative Energy Svstems

This Operation sod Maintcnance Agrecment (the “Agreement”) is emtered into this day

12292014 PM__ (the “Effective Datc™) by and between LTB, LLC (the "Operator"), & Nevada
Timited Liability Company with principal offices st 3838 Raymert Drive, Suite #10, Las Vegas, Nevada
89121, and PRESTON OLSEN -fo- Sala LLC ~
whose  address  is 957 Bryanston Cy Murray, UT. 123436 ~ (e PRESTON OLSEN
Owner), Samatire
RaPower3 Windows Utility
1P Digital Signal
5.2 Rental payment.
Once the Owner's Altenative Energy System(s) are installed and producing revenue, then at the ond of Se]ler

cach quarter a rental payment will be duc and owing from Operator to Owner. The Operator shall send to
Ovwner, on a quarterly basis, the rental pryment by chesk or wire Tansfer to an account spevified by Owner.
The rental payment from Operator to Cwmer will cubninate into an anmual payment equal to §150 (One

By: Neldon Johnson - RaPower-3

Hundred Fifty Dollars) per Alwmative Energy System. All Payments shall be in dollars unless otherwise Neldon Johnson - Director - 12/29/2014 6:19:27 PM
agreed. Bach Payment shall be delivered to Qwner within thirty calendar days following the end of the - ——
quarter, Sg

5.4 Lease of Structural Components

Operator will provide 8 strecture that holds the Owner's Alternative Epergy Systems and a receiver o
collect the energy from the Owner's Alternative Energy Systems. The Operator has agreed to leesc space
on the structure fo the Owner , at $1.00 per year per Allernative Energy System for ninety-nine years or
until the Owner of the Alteraative Energy Systems chooses to move the Alternative Energy Systems to
another location.

EXHIBIT

5
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= PLEX 25

= PLEX 119
= PLEX 121
= PLEX 174
= PLEX 346
= PLEX 473
= PLEX 511
= PLEX 512
= PLEX 555
= PLEX 587
= PLEX 637
= PLEX 638
= PLEX 639

See PLEX 510 regarding similar
transactions entered into by XSun

Transaction Structure with RaPower-3 starting

in 2010

= PLEX 579, Johnson Dep., vol. 1, 206:15-23; 219:2-
223:23

= PLEX 581, IAS 30(b)(6) Dep., 181:9-182:5
= PLEX 682, RaPower-3 30(b)(6) Dep., 39:18-41:2

= PLEX 683, John Howell Dep., vol. 2, 39:17-40:4; 95:3-5;
134:14-135:22

= PLEX 685: R. Gregory Shepard Dep., 157:18-24

= PLEX 687: Robert Aulds Dep., 141:3-13; 146:17-147:5
= PLEX 698: Peter Gregg Dep., 55:19-56:13

= PLEX 697: Brian Zeleznik Dep., 67:3-12

= Rowbotham Testimony, Trial Tr. 925:7-927:7

= Williams Testimony, Trial Tr. 989:11-990:12; 991:6-994:15

= Olsen Testimony, Trial Tr. 1070:11-1074:7; 1078:20-
1081:23

= Jameson Testimony, Trial Tr. 1221:15-22; 1224:13-
1225:25; 1226:6-1228:10; 1237:8-16

Energy
10
Defe nd ants P rom Oted the 1. Highlights from Jan. to March 2012: Purchased a big lit fruck for the new 30,000 square
. foot manufacturing plant. Had the best ever first quarter sales. Purchased two heavy-duty
SC h eme th rou g h . concrete pumps with trucks for our construction project. Had four big truck loads of steel
delivered: enough for 300 towars. Poured the concrete base in the new manufacturing plant
1 for our 89,000 b mold-making machine. Finalized the location and date for our RaPowerd
= We bS |te S N;m:Jr:al Conwvention, Pur\:h‘;ge'; mulr«‘:eram:afgr the :ﬁns(ru‘gl?un pmjecem I;u-;'\asaeu 1“:;0
acres for solar projects. Received five new patents. Manufactured and delivered on-site 700
trusses. Built the mold that mass-praduces the frames for the solar lenses. Purchased a
Rabatic Welder and developed a Circuit Board. Received white papers and engineers are
prasently creating the software for the circuit board. Purchased a drill truck for digging a
= Face boo ky Tu m b I ry hale four feet in diameter and fiftean feet deep in which to place the tower. Created molds
H H H for ather important manufaciuring parts such as the moki to connect the frames to the
SOCI al m ed | a S IteS trusses along with a seal. Completed the mass praduction process for the jet nozzles. After
. . . . . four tries, discovered the proper coating in protect our solar heat exchanger from meling
= Email Distribution LiStS . wgws rom apsz01: st v ratreis or e s cmvecing e rs ameto
the Truss. Every mold for every companent for mass manufacturing has now been complet-
[ ] ed. The last pieces of equipment for the assembly ines for the automated mass production
N e I d 0 n J O h nSO n K N RS of companents have been ordered. Construction plans for the Delta project being finalized.
R ad io S h ows Completed the first phase of the saftware enginesring for the: circuit board.
3. Highlights from May to early June 2012: Complating the manufacturing plant. Nearing com-
n TO u rS plenon «of the software engineering for the Clrcult Board and the readiness for the construc-
= B | g g er, Faste r, Stro n g er 4. Growing RaPower3: Reached a thousand feam members from all comers of the United
Siates.
= Word of Mouth
Plaintiff
Exhibit
— Gregg_P&R-002666
11

4/27/2018
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Promoted Solar Energy Scheme to Thousands of
Customers and Prospective Customers
Through Their Websites... Social Media
- PLEX1 - PLEX 352 PLEX 718
- PLEX2 - PLEX 394 PLEX 719 — PLEX345
- PLEX3 ~ PLEX 399 PLEX 720 - PLEX 428
- PLEX 4 - PLEX 419 PLEX 721 - PLEX 429
- PLEXS5 ~ PLEX 459 PLEX 722 _ PLEX 430
- PLEX®6 - PLEX 481 PLEX 723  PLEX 436
- PLEX13 - PLEX505 PLEX 724
- PLEX14 - PLEX547 PLEX 725 - PLEX 441
- PLEX 16 — PLEX 548 PLEX 726 — PLEX 539
- PLEX17 - PLEX551 PLEX 727
- PLEX19 - PLEX631 PLEX 728
- PLEX20 - PLEX674 PLEX 729
- PLEX21 - PLEX676 PLEX 730
- PLEX23 - PLEX677 PLEX 731
- PLEX24 - PLEX679 PLEX 732
- PLEX25 - PLEX680 PLEX 733
- PLEX26 - PLEX714 PLEX 796
- PLEX27 - PLEX715 PLEX 832
- PLEX34 - PLEX716 PLEX 832A
- PLEX351 - PLEX717 PLEX 901
PLEX 903

13

Promoted Solar Energy Scheme to Thousands of
Customers and Prospective Customers

Through Their Tours, Conventions, and Word of Mouth...

i &

e i s o TO11 B L. Wb of gevaple mcrost
" solar leanes. Mamy

STmLELR TS 210:15 Q. There have also been -- well, there's at

M. Shepard Testimony, Trial Tr. 1383:7-9; 1390:3-7
G. Shepard Testimony, Trial Tr. 1602: 7-25

PLEX 114

PLEX 215

PLEX 292

PLEX 432

PLEX 731, KNRS Radio Shows by Neldon Johnson
PLEX 579, Neldon Johnson Dep., vol. 1, 210:4-211:7

210:4 Q. Mr. Johnson, you've referenced a few
210:5 times that you have folks who come and visit the site
210:6 to see it; is that right?

210:7 A. Yeah, uh-huh.

210:8 Q. And you've been hosting visitors at the
210:9 site for ten years?

210:10 A.  Probably.

210:11 Q. Right. And you're the one who shares
210:12 information about the technology with the visitors to
210:13 the site; correct?

210:14 A.  Most the time.

210:16 least one RaPower-3 national convention. Are you
210:17 aware of that?

210:18 A.  Uh-huh.

210:19 Q. Yes?

210:20 A. ltwas in -- yeah, we held it in Salt

210:21 Lake City, | believe.

210:22 Q. In2012; correct?

210:23 A. 2012

210:24 Q. And you spoke at that convention; right?
210:25 A, Idid.

211:1 Q. You told the people there about the state
211:2 of the technology?

211:3 A.  Yes, | did.

211:4 Q. And, in fact, RaPower-3 hosts tours.

211:5 Like, RaPower-3 will bring groups of people to see the
211:6 construction site and the R&D site; correct?

211:7 A. ldo.

4/27/2018
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Defendants Tell Customers The Transaction Works:

.. Steam Converted
Steam From Solar Unit To Electricity Power Sold to Customer

== -
—.<:

LTB LLC Pays Income $%
$% For Steam From Purchaser

Ra3 013993

15

But Defendants’ Statements
Do Not Match Reality

Steam Converted

To Electricity
Steam From Solar Unit Power Sold to Customer

) ) 4
(e <4

LTB LLC Pays Income $$
S$S$ For Steam From Purchaser

4/27/2018
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While promoting the solar energy scheme,
Defendants made or furnished (or caused others
to make or furnish) statements about the

allowability of a depreciation deduction and a
solar energy tax credit as a result of buying
solar lenses which Defendants knew, or had

reason to know, were false or fraudulent.

Defendants told customers they could buy “lenses” and
claim tax benefits.

RaPower3 Opportunity

Y Huge Tax Benefits e o 5 1, 5
Plaintiff ®”
) ] L
orm—— - e Ex':'b“ US-001798

US001798

i hers
incentives. Abways check with your CPA or g

Each solar lens oosts $3,500 and thus a $1,050 tax credit may be available
(Use IRS tax forms 3468 and 3800). If so, the entire down payment could
be paid back in less than a year

A depreciation of $2,975 per solar lens may also be available {Use IRS tax 1. SPONSOTING ana

forms 4562 and Schedule C). If 80, an in-pocket profit of anather 50-65% Plaintiff

could be realized on top of the tax credit. Typically, taxpayers may go back Exhibit

one year on the tax credit and forward twerity years on the tax credt. The - US-001793
depreciation and NOL (Met Operating Loss) is the same as any other uUs001793
business as far as going back and gaing forward.  The generous tax

benefils are part of the ARRA-American Recovery and Reinvestment Act

meant to stimulate the solar energy industry along with much needed

innovation

1 S

4/27/2018
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Defendants told customers they could buy
“lenses” and claim tax benefits.

T'urn Your Tax Liabilities Into Assels
Calculate How Many Lenses You Need

poc vl lanses you should ey 15
wh turnes: tm rembes of ko you
s descrised ol e

Note: Tis find ous what pour 3013 baxws wers, g b e 81 of yoir 3013 1040 Form. Guideines for 2014 wxpeched barws: Are yow mabing sbout e same s lest
poa. lock af yeur YTD [Viar 15 Date Bay SIUE: B ment wilh Fo lx Dopsse.

Lens and Tax Benefit Calculator

ol oo oppamn b of b

thrs siambeors i s it boen i

wurvingn fimply clich i s i e

Your 2014 Projectad Tase

Your Tax Reke Bracket ia. 199 J0R HO B%, MIS, 1%, 190%)

You buy: 7 RaPower3 Solar Thermal Lenses

Plaintiff

You pay: [50% down payenent]

Exhibit

Warsiness Energy Imvestmat Tas ¢ =

NOU Las Savmgs mowr 5 ywars® el
uUs001667

18 __aae

In Aneisl Revemor for 13 yrarn®®

Defendants told customers they could buy
“lenses” and claim tax benefits.

QUARTERLY TAXES

STOP-LOOK-LISTEN
DO NOT PAY ANY QUARTERLY TAXES

Here’s Why: Look at John's exampls. He is scheduled to pay $10,000 every quarter, but
Instead he plans to purchase seven Alernative Energy Systems avery quarter,
A, The seven systems require a down payment of §1,050 X 7 = $7,350 but you only
meed to pay $735 now with the balance due AFTER you get your tax refiunds in 2012
or befors May 1, 2012,
A. 8o John's choice s to pay $10,000 ta the TRS or $735 to purchase systems

What John Gets:
A, Baven systems yield a tax credit of §7,350
B. The 100% depreciation allowed yiclds $20,825 in depresiation
€. This more than satisfies the $10,000 tax obligation plus an additional $1.500
D, At tax time in 2012, John will owe nothing to the IRS, but he will owe us $6,615,
E. Inaddition, John can amend his 2006 taxes and get the IRS to send him a 1,500
check.

Johw’s Bottom Line:
s ez A John pays-us $7,350-and receives 11,500 in tax benefits -+ 7 ST s e
B. John makes $4,150 each quarter using redirected tax dollars.
€. John gets 1o use $6,615 of his own money for a few months instead of the TRS,

19 M

4/27/2018
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Defendants told customers they could buy

“lenses” and claim tax benefits.

rage L or L
TYPICAL TEACHING COUPLE

Taxable Income: §68,900 Taxes: §9,600 Withholding: 5800

Bottom line figures are:

TAX CREDITS $ 7,200

Depreciation Adjustment te Income 512,240

Produces a Tax Reduction of $ 1,709

IRS REFUND: 5 7.534

GUARANTEED BY CONGRESS § 14,734

RESIDUAL INCOME (8 SYSTEMS) 5 1.200

BONUS (8 SYSTEMS) § 64.000
Total § 79,934

35 Year Residuals 542,000

Total  § 121,934

AR

GP GAXES - MAKE B58 Eﬁﬁw Q

20

EXHIBMT N, 3

FORMENRCGy
D& S 14 o p
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Specifically, Depreciation

Solar Tax Credit to Participants

The person buying a solar unit receives & $9,000 tax credit from the IRS for each solar unit purchased. For a solar
unit purchased during the year 2006 or 2007, the Federal Government Energy policy gives a 30% tax credit. The
retail value of IAUS’s solar unit is $30,000. The federal tax credit at 30% of $30,000 equals $9,000. The tax credit
is a dollar for dollar credit. It is not a deduction, The maximum credit that can be taken is §25,000 plus 25% of the
remaining balance of taxes owed. However, this credit can be used one year back and 20 years foreword

Solar Tax Iustration:

Let’s say a person pays an average of $50,000 Federal Income Tax each year. This person purchases five lenses for T Gt
a total down payment of $45,000 dollars in 2006. When this person files his 2007 taxes, he can use/deduct $25,000 s
plus 25% of the remaining balance (of §25,000) which comes to $6,250 (0.25 x $25,000). The total tex credit for
2007 is $31,250 ($25,000 + $6,250). Therefore $31,250 of the $45,000 invested is retumed in a tax credit for 2007
leaving only $13,750 un-credited of the 345,000 invested. However, in the same 2007 filing, this person can also
take up to another $25,000 in tax credits plus 25% of the remaining balance of taxes owed for the year 2006. This
optien eredits and returns the remaining £13,750. When necessary, any excess credit can be taken when filing for
successive years, for up to 20 years foreword,

Half of the tax credit ($4,500) must be subtracted from the $30,000 dollar purchase amount when using it to
caleulate depreciation of the equipment. Therefore, only §25,500 of the $30,000 value can be depreciated. This
can be taken over a period of six years, How does depreciation work? It is based wpon what income tax bracket the
buyer falls info. For example, if the buyer is in a 30% income tax bracket, 30% of $25,500 (which amounts to
$7,650) can be taken off from the buyer’s personal taxes over a period of six years. The percentage of the $7,650
that can ke taken in each year is broken down by the IRS in the following sequence:

Emn Ay

21

Year |
Year2
Year3
Year4
Year 5
Year6

20% 81,530
32% 52,448
19.2% $1,468.80
11.52% $881.28
11.52% $881.28
5.76% $440.64

"l s cnamoers

§  EXHBIT

i 53
] [

Neldon Johnson wrote PLEX 531
¢ |AS Dep. 161:1-11, 15-18; 163:17-165:9

4/27/2018
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22

Specifically, Depreciation

Hay 1t Could Woek For Jim In the Fiest Year

TAX BENEFITS FOR JIM
Prepared by Greg Shepard: Chief Director of Opsrations at
RaPowerd
B01-608-2204 greg @brsmail.com

1. Make your upiront payment of $43,280 this year

2 Then in May when you pet your tax refund, give us double yaur
upfrant meney ples 70% of your 2008 refund [f any. You pocket
the rest and thet could be around $70K.

8. Then usz the same strateqy in the following years unil yaur.

Example Based o0 Approsimate ‘early Federsl Taves:

1. Jim pays $84KJyr gaing back to last yr, his yr & 3
2. Wulliply swwis:s%m 11 e e Bt ears
3, Wultiply §538K X 0007 = 412

4. This formula means thal to oplimize Jinf's Tax Benelits, ha
shoud purchass 412 solar lens sysiems.

5. Purchase prica is $3,500 per system

6. 5053,500 X 412 = §1,442,000

7. The Do Payment is $1,050 Per System

8, 50 §1,050 X 412 = $432,600 for the Down Payment

8, However, we onlly require 10% of the Down Paymea! upfront
10. 8o 10% of $432,600 = $43,260

1. The bekance of the Down Payment is paid as you yse the
systems far your taxes,

12, The balanoe of your Purchase Price Is paid nrough the
ravenus ganeraled by fhe sale of power of Jim's systems

domn payment is fully paid.

4. Wlor some reason, your income becomes lss, then just pay for
Ihe eystems aciually used using the 0007 farmula o carry forward
another year or v,

Jim's Tax Bensfis from the ARRA Passed by Congress:

1. Jim gets a 30% tax credil. Systems placed in service fis yaar,
2. 50.30% oF 1,442,000 = §432,600 in fax oredils

3. The IRS slates that solar tax crodits can be cartied back one
wear and forvrard 20 years. Therefors, Jim coukd amend his 2040
Raes, uss some lax eredits this year and carry forward the rest tha

next five years.

4. Usa IRS Tax Forms 3468, 3600 and page o of tha 1040 /
Farm

5, Thes year the: IRS allows & 100% Bonus Depracialion of new

solar squipment purchases used in & busingss

8. Take half of the tax credit = $216,300 and sublract that from the
purchase price:§1, 442,000 minus $216,300 = $1,225,700;
depraciats this emount s year,

7. Use IRS Foms 4562, Schedude G and then ths first paga of
your 1040 Form.

8, Deprecialion!NOL can go back huo years and carrisd forward

10+ yoars,
'9 MET EFFECT: The $1,225,700 depreciaion and the $432,600
In lax oredils should be enough to 2er¢ cut your 2010 through

2016 federal faxes and also give you a 5% Utah Stats tax benefit
Also, your 200 laxes, If amendsd, may give you & sizsble rolund,
Allin all, for your total down payment of $432,600, Jim couke get
back or save a total of naarly §700,000.

23

And Tax Credits.

Solar Tax Credit to Parficipants

The person buying a solar unit receives a $9,000 tax credit from the IRS for each solar unit purchased. For a solar /

unit purchased during the year 2006 or 2007, the Federal Government Energy policy gives a 30% tax credit. The
retail value of IAUS’s solar unit is $30,000. The federal tax credit at 30% of $30,000 equals $9,000. The tax credit
is a dollar for dollar credit. It is not a deduction, The maximum credit that can be taken is $25,000 plus 25% of the
remaining balance of taxes owed. However, this credit can be used ane year back and 20 years foreword

Solar Tax Tlustration:

Let’s say a person pays an average of $50,000 Federal Income Tax each year, This person purchases five lenses for
atotal down payment of $45,000 dollars in 2006. When this person files his 2007 taxes, he can use/deduct $25,000
Pplus 25% of the remaining balance (of $25,000) which comes to $6,250 (0.25 x $25,000), The total tax credit for
2007 is $31,250 ($25,000 -+ $6,250). Therefore 31,250 of the 345,000 invested is returned in a tax credit for 2007
Teaving only $13,750 un-credited of the $45,000 invested. However, in the same 2007 filing, this person can also
take up to another $25,000 in tax credits plus 25% of the remaining balance of taxes owed for the year 2006. This
optien credits and returns the remaining $13,750. When necessary, any excess credit can bs taken when filing for
successive years, for up to 20 years foreword.

Depreciation

Half of the tax credit ($4,500) must be subtracted from the $30,000 dollar purchase amount when using it to
calculate depreciation of the equipment. Therefore, only $25,500 of the $30,000 value can be depreciated. This
can be taken over a period of six years, How does depreciation work? Itis based upon what income tax bracket the
buyer falls into. For example, if the buyer is in a 30% income tax bracket, 30% of $25,500 (which amounts to
$7,650) can be taken off from the buyer’s personal taxes over a period of six years. The percentage of the §7,650
that can be taken in each year is broken down by the IRS in the following sequence:

Yearl 20% 81,530

Year2 3294 57448 e ciampers
Year3 19.2% $1,468.80 B EXHIBIT
Year 4 11.52% $881.28 g

Years  1152% $881.28 H 53 I
Year & 5.76% $440.64 Y

Neldon Johnson wrote PLEX 531
¢ |AS Dep. 161:1-11, 15-18; 163:17-165:9

EISTT——

freee)

4/27/2018
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TAX BENEFITS FOR JIM
Prepared by Greg Shepard: Chief Director of Opsrations at
RaPowerd
B01-608-2204 greg @brsmail.com

Example Based o0 Approsimate ‘early Federsl Taves:

1. Jim pays $8Kiyr gaing back to last yr, Ihls yr Bnext 5 years,
2. WMulliply 64K X 7 = 586K

3, Wultiply §538K X 0007 = 412

4. This formula means thal to oplimize Jinf's Tax Benelits, ha
shoud purchass 412 solar lens sysiems.

5. Purchase prica is $3,500 per system

6. 5053,500 X 412 = §1,442,000

7. The Do Payment is $1,050 Per System

8, 50 §1,050 X 412 = $432,600 for the Down Payment

8, However, we onlly require 10% of the Down Paymea! upfront
10. 8o 10% of $432,600 = $43,260

1. The bekance of the Down Payment is paid as you yse the
systems far your taxes,

12, The balanoe of your Purchase Price Is paid nrough the
ravenus ganeraled by fhe sale of power of Jim's systems

And Tax Credits.

Jim's Tax Bensfis from the ARRA Passed by Congress:

1. Fim gets a 30% tax credit, Systarns placed in service fis year,
2. 50.30% oF 1,442,000 = §432,600 in fax oredils

3. The IRS slates that solar tax crodits can be cartied back one
wear and forvrard 20 years. Therefors, Jim coukd amend his 2040
Raes, uss some lax eredits this year and carry forward the rest tha
next five years.

4. Usa IRS Tax Forms 3468, 3600 and page o of tha 1040
Farm

5, Thes year the: IRS allows & 100% Bonus Depracialion of new
solar squipment purchases used in & busingss

8. Take half of the tax credit = $216,300 and sublract that from the
purchase price:§1, 442,000 minus $216,300 = $1,225,700;
depraciats this emount s year,

7. Use IRS Foms 4562, Schedude G and then ths first paga of
your 1040 Form.

8, Deprecialion!NOL can go back huo years and carrisd forward
10+ years,

9. NET EFFECT: The $1,225,700 depreciation and the $432,600
n tax oredits should ba enaugh to 2ero out your 2010 through
2N federal tes and also give you a 5% Utah State tax bensfit
Also, your 200 laxes, If amendsd, may give you & sizsble rolund,
Allin all, for your total down payment of $432,600, Jim couke get
back or save a total of naarly §700,000.

It Could Jim In the First Year

. Make your upiront payment of $43,350 this year

2. Than In Way when you et your fax refund, give us doubls yaur
upfrent rmoney plus 0% of your 2008 rafund [Fany. You pocket
the rest and thet could be around $70K.

3. Then use the same strategy in the following years unfi yaur
down payment s fully pald,

4. Iffor some reasen, your income becomes less, Ehan just pay for
the systems aclually used using the 0007 formula or carry forward
anolner year of bwa,

2 e
Examples of Other Exhibits Where Defendants
Made Statements About Tax Benefits

= PLEX1 = PLEX 70A = PLEX 177 = PLEX 236 = PLEX 352
= PLEX5 = PLEX 83 = PLEX 179 = PLEX 239 = PLEX 423
= PLEX 10 = PLEX 84 = PLEX 182 = PLEX 240 = PLEX 424
= PLEX 19 = PLEX 85 = PLEX 184 = PLEX 241 = PLEX 476
= PLEX 20 = PLEX 88 = PLEX 205 = PLEX 242 = PLEX 494
= PLEX 24 = PLEX 93 = PLEX 206 = PLEX 243 = PLEX 501
= PLEX 25 = PLEX 108 = PLEX 207 = PLEX 244 = PLEX 504
= PLEX 29 = PLEX 109 = PLEX 208 = PLEX 245 = PLEX 531
= PLEX 30 = PLEX 109A = PLEX 209 = PLEX 246 = PLEX 532
= PLEX 34 = PLEX 112 = PLEX 210 = PLEX 247 = PLEX 597
= PLEX 40 = PLEX 115 = PLEX 212 = PLEX 248 = PLEX 732
= PLEX 43 = PLEX 133 = PLEX 213 = PLEX 249 = PLEX 733
= PLEX 48 = PLEX 135 = PLEX 214 = PLEX 250 = PLEX 764
= PLEX 49 = PLEX 136 = PLEX 216 = PLEX 252 = PLEX 777
= PLEX51 = PLEX 139 = PLEX 219 = PLEX 261 = PLEX 796
= PLEX 52 = PLEX 142 = PLEX 220 = PLEX 263 = PLEX 832
= PLEX 56 = PLEX 149 = PLEX 221 = PLEX 278

= PLEX 62 = PLEX 150 = PLEX 222 = PLEX 309

= PLEX70 = PLEX 152 = PLEX 232 = PLEX 347

2 e

4/27/2018
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Testimony that Defendants Told
Customers About Tax Benefits

= Oveson Testimony, Trial Tr. 377:21-378:3

= Rowbotham Testimony, Trial Tr. 928:14-929:10; 957:17-19
= Williams Testimony, Trial Tr. 1022:4-14; 1099:16-1102:15
= Olsen Testimony, Trial Tr. 1089:21-1090:15

= PLEX 682, RaPower-3 30(b)(6) Dep., 155:4-166:18
= PLEX 685, R. Gregory Shepard Dep., 250:13-251:13

= PLEX 687, Robert Aulds Dep., 42:11-44:22; 54:15-55:14;
57:17-60:15

= PLEX 688, Roger Freeborn Dep. 71:2-20

= PLEX 689, Peter Gregg Dep. 127:19-128:8; 136:4-6, 10-14;
137:3-12; 147:5-148:10; 149:1-7

= PLEX 693, Frank Lunn Dep., 164:12-171:1

In order to qualify for depreciation, a
customer must be in a “trade or business”
related to the solar lenses, or holding the

lenses “for the production of income.”

26 U.S.C. § 167

4/27/2018
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Defendants Told Their Customers They

Were In a “Trade or Business”

Trade or Business: Defendants Told Customers
They Were in a “Trade or Business”

—— ————

Ra3 Active/Passive Status
1 mossage

Greg Bhepard <grog@bfem ———
To: unﬂisn:;seﬁ-mdplﬁl i ogwr Wod, Feb 2, 2011 at 1:14 PN

B e kLT ——

To qualify for the huge Depreciation federal tax banefit, i

L your CPA will want to know if this was an invesiment. NO, IT NOT.

& 2‘1.! PURC:ASEDALTERH@TWE ENERGY SYSTEMS AND THIS IS A BUSINESS, Neud, the CPA will want ta h'-rlyi If this
Active or Passive enterprise. [T IS AGTIVE. IT MUST BE FOR YOU TO GET YOUR DEPRECIATION ON TOP OF

YOUR TAX CREDIT.

Allached is & statemnent this (Twa e .
TAX BENEFITSIFINER POINTS: Actvaipasice pre. COP)- This statement is aisc oh the RaPowerd.com websile under

Plaintifi’
Exhibit
»

29

4/27/2018
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Trade or Business: Defendants Told Customers
They Were in a “Trade or Business”

Frank Lunn

From: | com> £id
Sont: 331 M pe—
To: —
Subject [

s (] T 1o

TO ALL: THE THIRD AND LAST E-MAIL TODAY THAT | DEEM )
RAPOWER FILE

Froae:
sen
R Vil T By
Final than: She statee, "The panel; bove), and
therefiors, ace he and rental L (W
pucl o E with no material
‘micans, to this avalitor, the deps i cama be allowed.
tor scems 1o b unaware that the & energy bush i-level
— - t. billions of involved in notwork or and are
EX4IT N, allowed depreeiation bancfits. You can't sinple this txpayer out. Again, I cite the Anderson Tnx Attorney
FORENTRCATGH Opinion Jelter:
ware: -/ |, e Lp
dmply, i you do most of the work in (he businsssusing the RaPowee-3 erergy cquipment, any
with your i cnbe limitation
Generally any work you do in connestion with your business will be considered participation. Ina malti-
Iovel imarketing structure, pacticipation would include any actisity fo ivity of other
les such ting, eaini vl individuals, Otber
ways sines quipm
negotiating sale and distrit Fenergy, Teviewi vity and costs, smong ofhers,
Right now, the ‘programs geared to foster and ofcnergy
sources, RaPower-¥'s equipment could allow you to enicr the energy market and capitalize n those govemment
incentives”

30

Trade or Business: Defendants Told Customers
They Were in a “Trade or Business”

Steven Carver

From: Greg Shepard [greg@rapower3.com)

Sent: Manday, November 11, 2013 8:07 AM

Subject: Ra3 Audit'Appeal Great Info Pl 1
ainti

Exhibit
32

TO ALL: This was just sent te me. IMO, this is a great approach and strategy. Regards, Greg

3 significant issues Rick Jameson emphasizes -

#1. This i< leasing "personal property” which is not considered passive at all - no need to worry

about establishing involvement and time spent (for this qualification). We buy and own the lenses (personally)
and do business with them by leasing them. [Unless, someone has their business buy the lenses (where other
people are involved).]

qu. We should not consider ourselves in an "energy” business. We are buying lenses and leasing them - THAT
is our business - LEASING - NOT producing energy, though we lease the lenses because they produce heat
(which qualifies for the credit). And our lenses are "Placed in service” as they are part of a solar energy
system, extra backup equipment, in line to be zdded, etc., ie: in a state of readiness, and are also used
currently for advertizing purposes. They qualify because they can and will be used to produce heat. They do
not need to produce

electricity (ever).

2013

3ils
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Other Examples of Defendants’ Statements that
Customers are in a “Trade or Business”
= PLEX 1
= PLEX 32 = Additional Statements made
= PLEX 43 by Neldon Johnson
. — PLEX 681, IAS Dep. 162:1-
PLEX 93 165:9; 171:10-173:%0
= PLEX 125
= PLEX 214 = Additional Statements made
= PLEX 294 by R. Gregory Shepard
= PLEX 348 — PLEX 685, Shepard Dep.
« PLEX 492 148:21-149:25; 243:11-244:3
= PLEX 496 .
= PLEX 499 = Additional Statements made
by Roger Freeborn
= PLEX'501 — PLEX 688, Freeborn Dep.
= PLEX 532 47:24-53:18
2 o

Defendants Knew or Had Reason To

Know That Their Customers Were Not
in a“Trade or Business.”

17
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Defendants had “reason to know” that their solar energy
scheme is an abusive tax scheme based on common red flags

= Customers did not earn income from their solar
lenses

= Neldon Johnson retained control of the “business”

= |llusory contract documents

= Goal = to eliminate a customer’s tax liability

34

Customers Do Not Earn Income From

Their Solar Lenses

18
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36

= No customer has received any “rental” income from the lenses

Customers Did Not Earn Income From Their Solar Lenses

— PLEX 142
— PLEX 159
— PLEX 341
— PLEX 796

— PLEX 682, RaPower-3 30(b)(6) Dep., 80:16-18
— PLEX 685, R. Gregory Shepard Dep., 129:17-131:2

— Rowbotham Testimony, Trial Tr. 933:14-16
— Williams Testimony, Trial Tr. 1000:9-1001:7
— Olsen Testimony, Trial Tr. 1074:8-1078:16; 1086:12-1087:6

— Jameson Testimony, Trial Tr. 1238:3-24; 1241:6-11; 1241:17-
1245:1; 1280:21-1282:20; 1310:18-1312:9

— M. Shepard Testimony, Trial Tr. 1406:12-1407:2; 1574:21-1575:14
— G. Shepard Testimony, Trial Tr. 1734:9-1735:23

37

Customers Did Not Earn Income From Their Solar Lenses

= No customer has received

“bonus” monies — PLEX 579, Neldon Johnson
— PLEX 10, at 3 Dep., vol. 1, 230:4-11
— PLEX 48, at 1 — PLEX 685, R. Gregory

— PLEX61,at1 76:23-82:18; 93:17-94:13

— PLEX 70A, at 1

— PLEX 151, at 1 — Olsen Testimony, Trial Tr.

1087:7-12; 1098:20-1099:6

— PLEX 217 — M. Shepard Testimony, Trial
— PLEX 246 Tr. 1574:16-20

— PLEX 283, at 3 — Johnson Testimony, Trial Tr.
— PLEX 465 1959:18-21

4/27/2018
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38

Customers Did Not Earn Income From Their Solar Lenses

= Johnson, Shepard, Freeborn, IAS, RaPower-3, and
LTB all knew or had reason to know that customers
were not being paid.

= Further, Defendants knew or had reason to know that
no customer would ever be paid as Johnson’s
purported technology does not function as an
operating system.

39

Reason to Know: Customers’ Solar Lenses
Have Not Been Used in a System

= Solar Lenses are a component of a larger solar energy system.
= Customers’ Lenses are not installed as part of a larger solar energy system.

= No evidence that Defendants’ solar lenses have ever, by themselves, used
heat from the sun to accomplish any kind of useful function or application.

PLEX 151
PLEX 162
PLEX 254
PLEX 644

= PLEX 688, Roger Freeborn Dep. 95:3-13.

= Dr. Mancini Testimony, Trial Tr. 75:4-15; 85:24-86:12; 90:5-94:7; 96:17-20;
105:9-107:6.

= G. Shepard Testimony, Trial Tr. 1692:25-1693:5; 1723:15-1729:25; 1730:18-
1731:3

= Neldon Johnson Testimony, Trial Tr. 1774:12-1775:23

= Statements Regarding Technology over Time...

4/27/2018
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40

New Solar Breakthrough May Compete with Gas
www.iaus.com

International Automated Systems, Inc. [LAUS] has developed a unique solar power technology that it
believes will be the first to compete with gas, coal, and oil. Two primary issues have prevented solar

T P —— ]

(TOP VIEW IAUS SOLAR FIELD

power from replacing fossil fuels: The first obstacle is the high cost of equipment. Currently, sclar
power equij is far too expensive with fossil fuels. The second is production capacity.
Even if the price of taday’s solar power technologies was in line to compete with fossil fuels, the
production capabilities are so limited it would take decades to even scratch the surface of replacing
fossil fuels.

IAUS’s new solar power technology presents a breakthrough on both fronts. The company’s unique
solar power technology is priced to replace fossil fuels, and its annual production capabilities

any other solar king it perhaps, the energy sector’s holy grail in a market
currently grossing more than $3 trillion annually but fueled by less than 1% solar.

Plaintiff

i US-001836
UsS001836

US-001850
Us001850

1AUS Solar Technology- What Makes it Different?

41

2006

Bob Rowbotham
From: Greg Shepard [greg@bfsmall.com]
Sent: Friday, November 10, 2006 7:53 AM
To: aregi@bfsmail.com
Subject: Diagrams
TALS Lens.jpg Solar Plent
ram. jpg

Dear Friends: Here are two interesting diagrams on how the IAUS Solar

Energy System will work.

Alss, IMIS no lenger has a lease/sublease program. We now have a less
complicated program with more investor revenue. The investor buys a Solar
Bed for $30,000 but only pays $9,000. The rest is financed., 8o the
invester gets his $9,000 back in the form of a Tax Credit, plus the
depreciation which adde extensive value over a six year perlod plus the
income from power produced by the Sclar Pod. Money continues to come in for
35 years. RAnyway, that's it in a nutshell.

If any of you are interested, contact me for complets details. IAUS has a
goal of finishing 50 Sclar Pouds before the end of the year for those who
were previcusly on the lease program. Those pecple will resign under this
new and better program. For new investors, IAUS has a goal to put up 50
additicnal Solar Peds before year's end. I will keep you posted on this
beecause you would not want te invest unless you knew for surs about the

extra 50 pods.

Regards, Greg

e _ 12
win. e
oare: B8 -l

Danist W, Thomas, CRRFFR

4/27/2018
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2010

From: abismail com
5 ednesday, June 16, 2010 9.21 AM
To: undisclosed-recipients

Subject: New 1AUS Info

Attach: IAUS Louver Sysiem.docx

N LENSES AND COMPUTER SOFTWARE INFO

TO ALL: SOME INFO ON THE NEW SWIVEL OR LOUVER DE
ATTACHED, GREG

TAUS's mew louver design eliminates
both the panels and the steel struciure

arly 80% of the maximum wind load pressure on

Louvers in the Closed Py

In the process of wrapping n fordarge-scale deployment
of its dual-axis solar tower, LA that eli nearly 80%
of the maximum wind load effects. This latest advancement furthers TAUS's advantages in the
key areas of price and longevity.

st stage of engineering
5

42

Grogg_PER-001311

2010

Greg Shepard <greg(@bfsmail.com>
Saturday, November 13, 2010 10:40 AM

undisclosed-recipients
Subject: RaPower3 Update
Attach: IMG_S013.JPG; IMG_S014.JPG, IMG_5016 JPG; IMG_5018.JPG

TCHALL: Weni down 1o Deltn vesterday. Tons of progress usbeen made inthe bist several weeks. Attached e four photas

Photo 50113 shows one heat exhanger (ihe it sysiemn ) on top of the liquid 10 liquid heat exchanger. They are on a flaibed
tmiler ready for transport 10 a project site. Incredibly these two heat echangers will produce twenty megawaiis of power. Enough lo
compleiely power a city of 20000 people

Photo 5014 shows a close-up. The bigger pipe is where water goes in. The litle pipe is where steam comes ot going into the tubine
Phato 56016 shows 11 heat exchangers with the tasbine in the background
Photo 5018 shows the brimd new waste 1o energy heat exchanger. Also shovwn is Lance, o RaPower3 Team Mewber, who flew in fron

Alabama with a wealthy client. The waste goes into thit suall bole. This litke usodel will produce up to five megawatts of energy
Enough for a town of five thousand.

More of my report 1o come on Monday

Regards, Greg

43

4/27/2018
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2011

Ra3 Question: Detailes Answer

2 message(s)

Diate:; Sat Feb 05 2011 16:57:45 GMT-0700 (MST)
From: Greg Shepard

To: prestontyif gmail.com

CC:

1D 12df842e2275c1d4

TOALL: PRESTON HAD AN INTERESTING QUESTION. HERE 1S MY DETAILED ANSWER IN CAPS:

Hi Greg -- T am not sure if this is what Jim was getting at, but I have
always had a similar question. What is a System In terms of nuls and
bedis? . T have had people ask me what it is specifically that they will

be purchasing and T dan't know the anwer. Thanks.

Praston

44

Denise . Thomss, CRARFA

Ra3 Question: Detailes Answer

1IN THE PURCHASE AGREEMENT, YOU PURCHASED AN ALTERNATIVE

2011

45

ENERGY SYSTEMS(S). WE DIDNOT CALL IT A SOLAR ENERGY SYSTEM
BECAUSE WE ALSO HAVE THE BIOMASS/GARBAGE/SEWER POSSIRILITIES
AS WELL. SO THE DOOR IS OPEN ON THOSE TECHNOLOGIES POSSTBLY TN
THE FUTURE. BUT RIGHT NOW A SYSTEM IS DEFINED AS A SOLAR ENERGY

SYSTEM.

PRESTON, SINCE YOU PURCHASED YOUR SYSTEM, THE DYNAMICS OF OUR

SOLAR ENERGY SYSTEMS HAVE CHANGED, WE HAVE EVOLVED SO, THAT NOW
EACH TOWER 1§ TRULY MODULAR. A TOWER HAS FOUR PODS OR CIRCULAR
[DISCS AS BEFORE, BUT NOW THERE IS NO EXTENSIVE PIPING SYSTEM TO A
SINGLE TURBINE OR HEAT EXCHANGER. EACH TOWER NOW HAS ITS OWN

TURBINE, HEAT EXCHANGER AND COMPUTER TO TURN THE DUAL AXIS

HYDRAULIC SYSTEM.
AEEE
s
THEREFGRE, YOU NOW OWN PART OF A TOWER, BUT YOUR OWNERSHIP Wi % -
oare; - o=l
18 SPECIFICALLY DESIGNATED BY THE SOLAR LENSES AND THOSE ARE IDENTIFIED Desiisa M. Thamas, CRRRAFR

BY SERLAL NUMBERS AND CODE NUMBERS. FORTY SYSTEMS EQUAL ONE TOWER.

THE TARGIT FOR POWTR FRODUCTION SAYS #00 WATTS PER SYSTEM O 5
OF A KILOWATT [ YOUR FURCHASE AGREEMINT. HOWEVER, WITH THE

NEW ADVANCES, THE POWER PRODUCED PER SYSTEM MAY ACTUALLY B
CLOSER TO ONI KILOWATT, [N ANY EVENT, YOU WILL OET 5150 IN RESIDUAL

THCOME FROM FACH OF YOUR SYSTEMS.

VIS THES LIS

REGARDS, GRED

4/27/2018
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2011

Re: Ra3 Update from Lance

3 message(s)

TDoate: Thu Mar 03 2011 11:26:2% GMT-0700 (MST)

Fron:: Preston Olsen

Tao: Qreg Shepard -
CC:

ID: 12¢7cfB96atb340

Hi Greg - One quick question about your update. You mention that JAUS's goal is to have hundreds of towers operational by this
summer. Does "aperational” mean producing power? That would be awsome.

Freston

©On Tha, Mar 3, 2011 =t $:00 AM, Greg Sheperd <gres/@hfsmail.com> wrole:
TOALL: LANCE N, AND ROGER F. REPORT THE SUCCESS OF ONE-OF THEIR DOWNLINE TEAM
MEMBERS, CONGRATS TO ALL:

MEANWHILE OUR DELTA SITE 13 BUSTLTNG WITIH ACTIVITY AS THE GOAL OF GETTING HUNDREDS OF TOWERS
OPERATIONAL BY SUMMER GOES ON,

GREG SHEPARD
RAPOWERS CHIEF DIRECTOR OF OPERATIONS

Grew Shepard <gregi@rapower3 com>

Saturday, September 22, 2012 4:16 PM 260
To: undisclosed-recipients i
Subject: Ra3 Update & Member Alert redy
Attach: 055.JPG. 058.JPG. 062.JPG; 067.JPG

THE UPDATE: Here's

n fell you ai ihis fime

There are now 21,000 benses in stock i the manufaciuring plant. There are many hundreds of lenses that have been put mio their
fimes along with the wind-resistant braces also stored at the munufcturing plant. (See attached Photo #55) The ibine is now up
n onc tower and aitached fo a heal cxchanger and generior. (See mtached Photos #38 -ubine on the right, Fhoio #62 and ruo
warkmen an fhe tower as shown i Pliolo #67

Al we need now s o have o ligh temperature pump delivered and some seals for the fusbine and we can start generating eleclricily
T hoping this can be accomplished in the next 7-14 days

47

Gregy_P&R-002787
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2 O 1 2 RAPOWER3
2012
NATIONAL

CONVENTION

From: Greg Shepard <greg@rapower3 com> Plaintiff TR

Sent: Thursday, July 19, 2012 5:44 PM Exhibit SALT LANE CITY, LUTAW

To: undisclosed-recipients 504

Subjeet: Ra3 Convention Manual

Attach: 2012 RA3 Convention Manual pdf; Untitled attachment 02279 txt

TO ALL

Attached is a PDF of our 2012 Corvention Manual. Feel free to copy it of use it in any way that might be helpful 1o you.

Regards, Greg

Our installation cost is far lower than anyone else as is our cos! of operation. Qur ability 10 mass-
produce all components is unparalleled. RaPower3, with the help of energetic and enthusiastic
team members, will make 2012-2013 an unlorgetable year
THE FOCUS OF RAPOWER3
RaPower3 is focused an solar energy and technologies that can expand solar projects to 24/7
We are only in larger scale projects in the United States and
d

RECENT ACCOMPLISHMENTS

its territories. Projects in other areas of the world, although, are i being evaluate

e W ol 1 g

Jan. Purchased a big the naw 30,000 squars
L rst quaner saioe. ¥ ¥
Had four big ruck loads of sieel

ajecs
s, ELU the mekd fhal mass peocUCES the frames Sor the sol lmses. Purckased o
FAnboric

prowen®y crpating the poftwang lor T cisoul boars. Purckaend @ oril ok tor digging &
oo four amd

Ko it mpotant e ok
Irmaeey mion weh & seal. Complete: the mass prOcuction Docess for the jet nozzis. ARgr
four s, coating s trom meding

the Trusa. Every mokd for nams
ad. Tha

pletion of the L
Hon of CSP 1owars in Dota, Lhah.

Gregg_PAR-002677
48 ___ e
2 0 1 2 RAPOWER3
2012
NATIONAL
CONVENTION
From: Greg Shepard <greg@rapower3 com> RREAS T
Sent: Thursday, July 19, 2012 5:44 PM SALT LANE CITY, LUTAW
To: undisclosed-recipients
Subjeet: Ra3 Convention Manual
Attach: 2012 RA3 Convention Manual pdf; Untitled attachment 02279 txt
TO ALL:
Attached is a PDF of our 2012 Corvention Manual. Feel free to copy it of use it in any way that might be helpful 1o you.
Regards, Greg
. .
Manufacturing and Construction
Plans for 2012

RaPower3 and IAUS are eyeing a number of locaticns: Utah, Arizona, Nevada, Texas and Cali-

roml;. These sites have nearrlhe ‘optimum ?nnual sun hours per year on flat inexpensive land. In

imity. Hundreds of megawatts of power can be produced on the available land. It is the position

of RaPowerd that IAUS can obiain advantageous PPAs and Pemmits at these locations. Utah

sites are in the Defta and Milford areas of Utah, Other projects outside the above siales are also

T T
Gregg_P&R-002681
49 ___ e
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2012

From: Greg Shepard <greg@rapower3.com=>
Sent: Thursday, July 5, 2012 | 08 PM

T undisclosed-recipients

Subject: Rai Convention and Update

Adttach: Convention Tuesday JPG

Mow that the R&LD s done and the Manufcturing Plan is completed along with the manofacturing of so many componems is done,
CONSTRUCTION WILL BEGIN THIS MONTH. More on that later,

Gregq_PER 001436

50 B

From: Greg Shepard <gregllrapower3. com™

Sent: Monday, July 8 2013 854 AM

To: pareg mail corm

Subjeet: IRS Appeal Info 20 13
Attach: G0TIPG, 027.0PG; 032.1PG, 002 JPG, IRS Appeal Info.doc

Peter

Attached is an info document | prepared to help in the appeal process. We also expedt much mare progress by the end of July that will
strengthen our position.

T've also atached four plotos to go along with (he docunent.

#007 Jeremy Shamp, onr mechanical engincer. in his office a1 the Delta area manufaciuring plani

#027 The electric cable going fron the miin tower © our home.

#032 The cable going from our home to the power pole along the wod that goss o Rocky Mountain Power.
#002 Cranes raising the solar discs on the towers

We are excited sbot the fumre and lnok forward 10 a fivorable outcome during the appeal process.

Regards. Greg

Gincg Shepard
RaPoweri

4035 South 4000 West
Deseret, UT 84624
wrponer.com

NOTICE: This copy righicd emnil and any files tmnsmitied with it are confidential and itended solely for the use of the individual or
enlity fo whom they are addressed and may be subject 1o legal privilege. I you have received this email in error, please notify the

system mamager. You should not disseminate. distribute or copy this email. I you are pot the intended recipient. you are nofified tht
disclosing, capying, distribuuting or taking any action in reliance on the contents of this information s strictly prolibited.

51
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52

July 2013

Greg Shepard <greg@rapower3 com>
: Monday, July 8, 2013 8 54 AM
To: pare

pbfsmail com
Subject: IRS Appeal Info
Attach: 007JPG, 027 JPG, 032.JPG; 002.1PG, IRS Appeal Info.doc

3. PRODUCING ELECTRICITY AND REVENUE:
A The IRS has said this will never happe
B. We alveady have produced electricity a
towers are up and hooked to the main tower. The electric eable has alveady been
Iaid and goes to a Delta area home which we own. Then, the excess elect
g0es to a pawer pole on 4 country road. From there the electricity will go into
¢ Mountain Pawer and produce revenue for Rapower3 team members.
s a 1.5 Megawatt project.

ber of times during tests. Nineteen

The signed agreement for the $180 million project is ongoing with an e
2014 completion date and could produce up to 100 megawatis making it
the largest solar projects in the nation.

Gregg_P&R-003231
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2013

Eaflay CUSD Moo, 2 Mol - Ra3 Mew 115 Ploy 4116716, 6.4 P

Ra3 New IRS Ploy

Greg Shepard <grag@rapower3 com>
To: Greg Shepard <greg@rapower3 com>

Fri, Aug 30, 2013 at 3:58 PM

TO ALL BEING AUDITED
—

See the altached photo: This is the main tower. There will be 17 ta 18

satellite towers that will feed the main lower's turbine and heat exchanger
producing 1.5 megawatts of power. This will scon be put on power poles
gelng Into Rocky Mountain Power which Is Utah's largest utlity company

©OK, the new IRS ploy is lo ask many personal questions thal have no
relevance to your audil, This may ba done over the phone, or at the audit
The latest RaPower3 Team Members being audited have the questions written
down In their first audit letter. Twenty-two questions inall Don't

' it. They are fishing for info or

ate information, Just refer

them back to your contracts, invoices and other relevant decuments like IRS
form 3468 with instructions. When the new rapower3.com websi launched
next week, you may use that to show the IRS auditor. You can also plead the
5th. The auditor may get mad and threaten you, but the first auditor is
going to tumn you dewn any way.

0MJPG
BAGK

4/27/2018
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2013

powerd. com®>

Greg Shepard =grey
Thursday, September 12, 2013 7.38 PM
undisclosed-recipients

Subject: Rai Ongoeing tests
Attach: 009.IPG
To All .

A big welcome 1o our new RaPowerd Team Members

First, imyportant tests will be going on tomasrow, but then 12sts are ongoimg all the time as we keep pushing forward.

Ath: See the attached photo. It shows the main tower and all the functioning components such as the hea exchanger and he trbine
Look towards the very top. I vou look closely, vou will see the spokes of the tubane. Remember. vour solar lenses qualify for veur
tax credit becanse they produce heat, What does the leat do? Well, it gets so ot tat it tums water into steam and the steam then

shoots out of the jet nozzle of the nrbing. What does this do? 1t makes the rbine spin very, very fast-up o 17.000 revolutions per
minuie, This is whal creates electricity as il goes 1o the genemior,

Gregn_P&R 003383

Gregg_P&R-002389 -

54
From: Greg Shepard <gregiirapawer3 com=>
Sent: Thursday. Seprember 26, 2013 7:.26 PM
To: undisclosed-recipients
Subject: Ra3 Important Info
Attach: 013JPG

TOALL: Abig wekome to all our new RaPower3 Team Menbers and a big thank vou to all the nemy current RaPower? Team
Members who lirve just ordered faking advimiage of the 10% npfom progran

To order more lenses is easy. 1t takes about two minutes. Go to the Back-cod Office area by logging i with your USER NAME and
PASSWORD, Onoe in Jook at the left hand column and find Add New Purchase and click, Every thimg from tht point is done
mtomatically and clectronically for you

SEE THE ATTACHED PHOTO: This is a phioto af our stainless stecl braided hoses which connects the heat collector o the insuluted
pipes. These kinds of hoses are needed because of the extreme heat. They *d melt if they were nod made of this material.

Finally. preat stufT on ourwiww mpower3 com website. | frequently add inf0 under NEWS, You can always keep up-to-date by going
there. Then something new: look 1o the top right hand of your screen. It's our new Media Aren. You can downboid yvour ewn siles
material and print it oul ifyou wanl. This should be of grea benefit to those who want 1o sell lenses and make commissions

We also expect press and medin inguirics s we move forward. For example. 1 liave been iy ited 1o be the sole speaker it an
imporiam encray conference nest month, T 15 GETTING TO BE VERY EXCITING INDEED.

55

Gregy_P&R-002164
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From: Greg Shepard <gregf@rapower3 com=
Sent: Tuesday, October 22, 2013 2:17 PM
Toz undisclosed-recipients

Subject: Rad Audit/Appeal News

Attach: Delta Photo JPG, 011.IPG

First Photo: The katest available photo of the towers. The first project will consisl of 14 towers that will produce about 1.5 Megawaits
for Rocky Mountain Power, We ae almost done.

Photo #00 1: This 15 the tmnsformer on the other end of the project site. less than a mile away from the wwers. Motice the electric
cables on the nght which originated from the towers. The electricity will be pui oo the power poles on the lefi.

2014

From: Gireg Shepard <
Sent: Tuesday, Janua

(drapowerd com>

14,2014 10:21 AM

T undisclosed-recipients
Subject: Ra3 News

Attach: 043 JPG

10 ALL

The weather this week in Delta will be very good. 1 was there yesierday

Anached is a photo of sue heat storage container it has the insul: 2. Thiswill t about s thousind
degrecs on (e inside and only warn-{o-the-fouch on the ontside. This will increase our annual production howrs by operating on
cloudy days

25 million tons in 2015 when new mles for

IN THE NATIONAL NEWS: Coal mining ouput is projected to fall by more
mercury pollution kick in.

Regards, Greg

Greg Shepard
RaPowerd

4035 South 4000 West
Descret, UT 84624

e powers com

Gregg_PAR-001080
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From: Greg Shepard <greg@rapower3.com>

Sent: Monday, February 10, 2014 12:05 PM

To:

Subject: Ra3 Audit 2nd Batch

Attach: DOB.JPG; D13.IPG; Transformer at Main Terminal.jpg; Transformer at House.jpg
2nd batch pf photos:

008: Last May showing from house to adjacent shed
013: Power Pole by house

Last October: Now we see a transformer at our main terminal with our solar towers in the background
Last October: Now you can see the receiving transformer that was installed by the adjacent shed.

Gregg_PER-001381

The first eleven towers transmits electricity through the transformer to the house and power pole. The

capacity is one megawatt which is enough to power 250 homes.

We have another 500 towers that are ready for installation.

Gireg Shepard <gregfarapower3.com>
Monday, April 14, 2014 8.52 AM
undisclosed-recipients

bject: Ra3 History & Taxes

Attach: P1010539jpg: P1010542 jpg; Pallets jpg, turbine jpe

TO ALL: A big RaPower3 swelcame to all our new memibers.

Many of you may know that 'm writing a history of RaPower3 and the technology. 11 can be found on our website mpawer3 coim

The following attached new photos are for the first chapter; Proof of Concept

They will be out on the website later (s week

PL10339: e of the very first solar lenses produced by Lucite

P1010542: The inside shafl of one of the fist turbines

Pallets; The first one-megawatl tuibing and its poits

Turbing, First assemibled one-magawatt urbine (shows that it's small cnough to be carned by one person)

Mot to come far clapter #2

‘Gregg PER-D02454

4/27/2018
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2014

416716, 7:35 PH
Lefoy CUSD Na. 2 Mail - Mega Tour Repoet P

EXHBTHD, f;j
FOR ENTIRICATION
WEF//{ sormip

Mega Tour Report

AM
Gray Shepard =grag@rapowar3.com= Won, Jul 7, 2014 at 3:58
Reply-To: Greg Shepard <greg@rapower3.com=
To: Brian <zeleznikb@leroyk12.0mg>

GA Tour

rwas a grast &

60 ___ e

2014

From: Greg Shepard <greg@rapower3.com> GOVER)

Sent: Thursday, October 23, 2014 1:58 PM E’(Hlan'ﬂu-??
To: A 3
Subject: [BULK] Ra3 Court Appeal Update

Attach: Paul Jones Letter Generic.docx

Please read and use as you see fit. Regards, Greg

6, Our Current Position:

A, R&D: All completed

B. Full Production Status: Start full production of ten towers a day in late November of
2014. That's about one megawatt 2 day. That would make us the largest solar company in
Utah. We can easily double that in our current Utah manufacturing plant. That would make
us the largest solar company in the country, (Expert Witness)

C. Our Other Renewable Energy Technologies: With our new Dynamic Voltage Controller
along with other technologies, we have a decided edge over all ather forms of energy
production: coal, PV solar, CSP solar, wind, ocean, geothermal, nuclear and batteries, etc.
We are also the only solar company that can produce high volumes of pure distilled water
using salt water or brackish water which will prove to be a godsend to draught stricken
areas throughout our nation. (See iaus,com, We also have expert witnesses and detailed
patents pending). Some of these technologies are ready now and some will be ready
within a year or less,

Gregg_P&R-001783

61 ___ e
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2015

3272015 RaPower3 News
RaPswerd suwnmu [FOSROR S ————
= o

DISRUPTIVE ENERGY
TECHNOLOGIES

reie @BV & A0
| ¢ rotow mpowea | umbi g

g o installing the eqiprent accurding to uility requirements.

“This will be the firs unilisy-seale CSP tochoology 1o sucecssfully producs eloctrieity withot the - of piped-heat
ms-.gm. boilers, expansion tanks. cooling tawers or bladed |urhme| mer ||a|zld.uu! ipe-less heat
exch with a revolutionary hanger 1,000 the
size MMwmﬂ heat axchangers. This is a very exciling hmalm:wgh ) sulnﬂomnﬂugy annd i the first ey

technalogy ko or CSI wght in lime with
iis goal of being gy ‘compete direcily with fossil T uﬂ:r!)

Contact:

Manhesy Shepand, ftsPowerd Assistant Dieector of Operstioas

3 16512153

Plaintiff
Exhibit
6
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2015

Frank Lunn
From: Greg Shepard <greg@rapower3.com> - —ﬂ‘F—
Sent: Wednesday, December 09, 2015 315 P EXHEIT O
Subject: IRS Audit Info FOR IDENTIFICATION
oare: §7)- /b meTRILP

To All: IMO our case being prepared for you in tax court gets stronger by the day, Please feel free to use the
info below.

Yesterday (12-08-2015) down in Delta, the expert witness representing you arrived with Neldon's
attorney. His job was to evaluate Neldon Johnson's technology. The background of our expert witness
couldn't be better. He has 30 years experience in the field with solar, wind and hydro projects. He also
has both a mechanical engineering degree along with an electrical engineering degree. Neldon was very
Impressed with him.

Our expert was astounded. Towards the end of his visit, he compared Mr. lohnson with Nikola Tesla, the
famed inventor who did innovative work on AC and DC currents, Here's 3 link to a bio on Tesla:
http:/fwww.biography.com/people/nikola-tesla-9504443.

In my mind, that comparison between Tesla and Johnson was about as high a compliment as you can get,

4/27/2018
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2016

From: Greg Shepard <greg=rapower3_com(@mail78 atl5 | rsgsv.net>
Sent: h 2

To:
Subject:

Expanding Production

M The workiorce is now expanding to meet full-
production needs and even go 24 hours a day
at some point. Shown is a workman finishing
up one of the new auto-weld stations.

Inventory is Building

i This picture shows parl of the inventory with
the new completed frames. We now have four
Auto-Weld stations that that can complete 120
frames per hour.

GOVERNMENT ,
EXHIBIT
.

65

Additional Reasons To Know

= No Power Purchase Agreement or Interconnection
Agreement even though Defendants knew they needed

those agreements
— PLEX 411, at 10
— PLEX 412, at9
— PLEX 413, at6
— PLEX 414, at 10
— PLEX 415, at7
— PLEX 416, at 7
— PLEX 526

— PLEX 901

— Johnson Testimony, Trial Tr. 1990:13-16

4/27/2018
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Additional Reasons to Know: September 2010

ROGER W. HALVERSON
Certified Public Accountart, Chartered

Telephone # (772) 283-3535
1055 SE Ocean Blud, Fox #{772) 283-3899

Stuari, Florida 34996 email halurcpasbellsouth.net

September 24,2010

Intemational Automated Systems, Inc.
326 North SR 198
Salem, UT 84633

See also email
correspondence
between Mr. Halverson
Paragraph () stites that “Seller shall furnist, deliver, instal and startup eech aternative onergy system and Greg Shepard at

at sallation sife by December 31, 2008......." Can you verify or certify thet the equipment
installation was in fact completed by that date? P LEX 189.

RE: Equipment Purchase Agreement by Tlios, LLC
Gentlemsn:

On December 18, 2008, Tios, LLC entercd into = purchase agreement for 50 altemative energy systems.

tall

Paragroph 5 refers to the energy generaied and sold and guarantees that all ameunts received from thiese
sales will be paid fo the purchaser. We have not received any operations information nor procesds of
energy sales o date. Please explein to us what is going on with this equipment and why we have received
nothing to date,

We are the accoutants for Ms. Pairicia Lambrecht, the sole member of Ilios, LLC.

Sincerely yours,

Roser g Halverson, CPA.

RWILIh

Copy to: Ms. Patricia Lambrecht, Member,

Halverson_Roger-00070

Jios, LLC
66 e
e ot
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-
PP A AN p—
St
& iy R AR e AR o b n et b o T it i s v A —— Original Message -~
T From: Jeannc Barker [maiio jbarker-buta g =)
R T s g To: greg@bfsmail.com
Sent: Fri, 25 Mar 2011 19:45:36 D500
_— Subject: Kevin Gregg and rapowerd
15 CONTRALT whak s s
We have a mutual client. Kevin &amp; Michagle Gregg. Kevin has asked that |
e . 3 et e w1 1 s . T email you cause there scems 1o be some coufusion, These solar pancls
i e P e Sl o . Thi g 4500 T o s that they purchased, 1 thought was for their home and now this year |
am finding that the pancls are located in AZ. The Gregg's were lold
that they could take a business credit for the panels, but yet they
e don't have a business of selling solar pancls or a business in AZ T
have don't some research and | am coming up emply handed with doing
R s Mhe b e e this business credit when there actually is no business.
Cvagy_PAR.OOGS Gregg_PAR-D03095
67

34



Case 2:15-cv-00828-DN-EJF Document 395-1 Filed 04/27/18 Page 35 of 91

Additional Reasons to Know: June 2012

n
Leya 1 have spent & 1ittie Time Booking at the website and I 1m have & Faw pralininacy
From g et tgmoEtama cor auastions T wes hoping you sould glve me some foedack on
Sert: Tonadag oy 35,482 710 Pit
T CUNNBMITHCRAGacs com LT o0 rabsdtes oo phathee e tyoe of
o e sally e
- s Shacific alteraative saerRy that qustifies
be?) (L euld ThAk At msyhe aa THS pelonte Tetter ruling mlght hava bres
Gutrs, detained? & e
A6 T have 6312 Befins, Brysn daet not Stieee Questisnt snlers you ard 8 elfst 2 tlaa, tha to the corcer o e “places 10 sevice” dia St 4n shwo s o Joe
) 0 Blogs 3nd Aethar the squlgaent has truly been placed "
4K this palat, I'n nat interested in duing besioess with your clients. slcteras taken from the Comstructioe 1lsas b4 Lot s Ach SHEI a3 Biact desant speaar b0
B¢ mch coustruction activity? (Thls cosld raise TS sruting by de's eatur.) (1 fores o
sorry. URSTion 13 THE 1§ Nabower dends 00t 3 leTter saying tha efutpment fay Seen  places in
se-vice, wouldn’s that mean That enerky Ls being preduced ard incose  from power would STaRT
— —— Jl.d T e recuives from e poremasars)
w
Greg Shepard Shea 3 e, Gooen of ine s seattar hare siLL raally pue by o prarates s <3
akovard-<hisf birector of dperations o 5-237 Uhe Tack of canpiruction mencined sseve ané thes, This wmid be cantbdered b maiy” |
e 135 rales 08 sy grelistnacy tu s dut to @ Schedule ¢ uss would Se throw

swvings
Salt Lake Ciny, UT Beiis 125 ralas nd s ey 5 : wouilé &
Fax BO1-373-1159 ;:em;m,‘ :’:r:i?mﬂ A0k o an almost certals Migh mudit percestage fue b

Any comsents or forther Lnformation you have would be sosreclated,
Thariss,

Yuion

SeEion in raliarce'oh the rontwets of s AnormsCin 1 ricely prosibived.

gulen Seith, Cr

1 Message -eeee fro T sum haed, Sulte 262
i : $1ta: 1 Jascasn, w5 39X '
o Rl o, i Phime 641381 abaa
€c. Fax BeL-KL-gRT

Tue, & Fun 203 TH:RNIER -BARE (EOT)
SAlr snargy SquLpsent purchatst fron Raftess] Snd the Sradits/endngt

Bryan,

T have reworded my prioe emsil so that you wlil row be akle to respord to some Dncoms tax
FHlATHS GMATION TNAT are HOT d1Scussed o) T KiFowerd weliiTe regarding The Surchade of
Whis sbtermetive srerEr sqelpeent from

(res had raspened ta me that [ had wiad 8 Fov Aay eeds i my Anietal ematl that veuld lasd
e some misenderstandleg s 1 have ressved thise key werd

T have & cowple of clients wo have spsrosched me regarding purchasing solae equipeet from
Rabower3 BT Thay are unsure of exactly Why and how iT SMS Them Tiues I have acked e T
Find out for them ard L6t then know befors they parchise asy.

Fhis slternative equipsent prchise mopars to Be @ rlaky tan ssvingsicredit and the
purchase grovedire mies to be 4 sultl-level marketlg type purchase bul sipbe you con }
Bive pu soms dnformstlon to hels swpladn vhy 1% Ls not a3 1 = weble b Flnd theie amiwers

Briywhers o the weailte.

BOLANDER-BRYAN-000676
BOLANDER-BRYAN-000&77
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Additional Reasons to Know: November 2012

eenOriginal Message e

From: Greg Shepard [malbto: gregifrapower3.com]
Sent: Monday, November 19, 2012 10:37 AM

Tos undisclosed-reciplents @plmlerl mail.eds.com

Subject: Ra3 Emerging

T ALL: Just completed an exciling trip to Delta. "We have made tons of progress in all arsas. The headling on our rapower3.com reads
that we are emerging as the world's lsading provider of renewable energy. This will ring true. I wish all of you could have gone down with
me. You would be sharing my enthustasm,

One small example: The manufacturing plant now has 14 three-phase power outlets. 1 believe we will be able to produce one completed
lens every mimnte and do it 2477,

SAYS LI SIUUA, LT LAk VL

69 e
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Additional Reasons to Know: November 2012

Greg,

/Are you not able to share any information that is ecreally happening on the site OR. with the progress towards the goal of have a running
sysiem?

A report on Mamfacturing capability = niee and satisfies part of the tax requirement regarding A2 Sales but enly a part of the picture.
If you can't because of other reasons Tunderstand. It just leaves 2 big hole in the pleture but please just say you can't.

Here would be some of my questions:

1. are all of the components hooked up together? Il dating ball heat exch piping between ball heat exchanger and Ind shell
end tube witer heat exchanger’ 2nd heat exchanger to turbine/turbing generator t néw circult board/power out to monitoring device or
control pangi?)

2. Tf'not, what portion is cotplate?

3. Was the turbine left on the tower or placed at the base of the tower (which scemed to make more design sense)? IS LS T Lty i

wr_Olsen

iE: _B-le-lp

Derise M. Thomas, GRRRPA

Neldon Johnson Retained Control

4/27/2018
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Neldon Johnson Retained Control

= Johnson controls all terms of the transaction.

= Customers do not negotiate the terms, including price of their
purchase.

= Customers do not take possession of their lenses.

= Defendants tell customers how little effort they will be required
to expend in their “solar lens leasing business.”

= Defendants do not track lenses; customers do not know which
lenses are theirs.

= Johnson has control over all entities in the transactions:
RaPower-3/Solco/XSun Energy, LTB, IAS, and Cobblestone
Centre.

73

srecamemo 32748 NEldON Johnson Retained Control

Dear RaPower3 Team Member:

L We are tremendously excited to bring you news about paying off the first five years ofyour
rental fees. This payoff will be made only to those who have fully paid yourobligation to us
as per terms of your original Equipment Purchase Agreement.

Here are the advantages:

1. Instead of the $150 payout a year, you'll get paid out for all five years.

2. The rest of the 30-year rental agreement will be still be in force for you.

3. The tax credits can be used for twenty years.

4. You will have to pay taxes on the $750 gain, but for this, you can use your newtax
credits.

5. If your income is such that you are no longer in need of tax credits, you may
sellthem. We are working on a way to help you with this option.

6. For those that still need tax credits, you will actually end up making more thanyou
would have with the $750 cash payout per lens and you'll receive yourmoney
quicker.

7. This rental fee payout is for any number of lenses that you have purchased priorio
2017 whether it's 5, 50 or even five hundred.

Your new Equipment Purchase Agreements reflecting the new rental payout will soon

More detailed i ion will also be available at com

Sincerely,

Neldon Johnson
Manager

4/27/2018
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Neldon Johnson Retained Control

Rowbotham Testimony, Trial Tr. 957:3-10

Williams Testimony, Trial Tr. 987:3-16; 993:8-994:15; 1008:5-7; 1010:3-7
Olsen Testimony, Trial Tr. 1078:17-1079:3

Jameson Testimony, Trial Tr. 1246:14-1247:16

M. Shepard Testimony, Trial Tr. 1354:7-15

PLEX 19
PLEX 119
PLEX 346, at 1
PLEX 420

PLEX 673, LTB1 30(b)(6) Dep., 32:8-34:15; 75:15-77:14; 87:10-88:6
PLEX 682, RaPower-3 30(b)(6) Dep., 39:9-41:2; 62:21-64:5

PLEX 683, John Howell Dep., vol. 2, 39:17-40:4; 95:3-5; 134:14-135:22
PLEX 685, R. Gregory Shepard Dep., 157:18-24

PLEX 687, Robert Aulds Dep., 141:3-13; 146:17-147:5

PLEX 688, Roger Freeborn Dep., 28:19-40:16

PLEX 689, Peter Gregg Dep., 55:19-56:13

PLEX 693, Frank Lunn Dep., 103:16-104:6; 114:11-115:4

PLEX 697, Brian Zeleznik Dep., 67:3-12; 93:18-96:3

lllusory Contract Documents

4/27/2018
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lllusory Contract Documents

= Customers pay a minimal amount “up front” payment.

= Customers are expected to make the remaining “down
payment” after their tax refund, but not all customers make
payment.

= Defendants do not enforce the contract terms for those that
don’t pay.

* Remaining purchase price is “financed” on a non-recourse
basis with the lens as the only security.

= Defendants do not check prospective customers’ credit.

= Defendants have also offered refunds if customers do not
receive the advertised tax benefits.

77

76 __a
lllusory Contract Documents

= PLEX 8A = PLEX 511
= PLEX 25 = PLEX 512 prr—
= PLEX 91 = PLEX 531 NOW, THEREFORE, the parties hercto agree as follows:
= PLEX 92 = PLEX 532 At Eagy Srann oo o o ayaen componces esnlod o e BACHT
= PLEX 93 = PLEX 533 %g.;i%gg%ﬁfﬂ“&’é%“‘“”‘f““m’“i e A et 18
= PLEX 94 = PLEX 555 mmicewgeg:;m:z;ﬂml.hsfnl]o\mngtMthﬂAlmalivaEmgySymemin
= PLEX 95 = PLEX 587 N fhcjlmhau_ﬁ.mgg.%:;w&iém&snd%agug;hcu.mai_ws‘sue”.mm:nua;m
= PLEX 119 = PLEX 613 “nsallaion D" ' o
PPLEX121 = PLEX6l4  ° Emwmimsimmoss,
= PLEX 174 = PLEX 615 e
= PLEX 181 = PLEX 637
» PLEX 346 = PLEX 638 L
= PLEX 462 = PLEX 639 D e crn

* PLEX 464 = PLEX 760
* PLEX 473 = PLEX 762

4/27/2018

39



Case 2:15-cv-00828-DN-EJF Document 395-1 Filed 04/27/18 Page 40 of 91 4/27/2018

[llusory Contract Documents

= PLEX 282
= PLEX 383
= PLEX 468
= PLEX 790
= PLEX 796

* PLEX 448, Mike Penn Dep., 11:21-15:23; 38:10-40:22
= PLEX 579, Neldon Johnson Dep., vol. 1, 237:16-239:13

= PLEX 685, R. Gregory Shepard Dep., 110:9-113:7; 153:2-
16304:4-305:10

= PLEX 687, Robert Aulds Dep., 104:15-146:5
= PLEX 698, Peter Gregg Dep., 53:20-55:9

78

Goal = To Eliminate a Customer’s Tax

Liability

40



Case 2:15-cv-00828-DN-EJF Document 395-1 Filed 04/27/18 Page 41 of 91

80

Goal = To Eliminate a Customer’s Tax Liability

= Defendants made clear that the goal of buying solar
lenses was to “zero out” a customer’s tax liability.
— PLEX 20, 24, 40, 158, 490 at 9-10

= The amount of the down payment is identical to the
amount Defendants tell customers they can claim as a
solar energy tax credit.
— PLEX 20 at 2, PLEX 532 at 3

. \
Gek g numbes \ou)
o T

Earn $$ From Your Federal Income Tax
0% of Your Own tﬂ’;ﬂ; Invested

Ra3 013993

81

Goal = To Eliminate a Customer’s Tax Liability

= Other Examples:
— PLEX 48, at 1
— PLEX 85, at3

— PLEX 207 (“With this program you are awarded the ... tax privileges
that General Electric gets, i.e., pay no federal taxes. In fact, full
[par]ticipation makes you tax free till [sic] 2020.”)

— PLEX 214
— PLEX 220
— PLEX 501, at 2
— PLEX 531
— PLEX 674

= PLEX 579, Neldon Johnson Dep., vol. 1, 247:11-248:12
= PLEX 581, IAS 30(b)(6) Dep., 162:1-165:9

= PLEX 685, R. Gregory Shepard Dep., 239:16-240:10

= PLEX 688, Roger Freeborn Dep., 71:2-20

= PLEX 693, Frank F. Lunn Dep., 188:18-189:20

4/27/2018
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In order to depreciate property, that
property must be “placed in service.”

26 C.F.R. § 1.167(a)-10(b)
26 C.F.R. § 1.167(a)-11(e)(1)(i)
26 C.F.R. § 1.46-3(d)(1)(ii) and (d)(2)

Defendants Told Their Customers Their
Equipment Was “Placed in Service”

42
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e

GREG SHEPARD
858 CLOVER MEADOW DRIVE
SALTLAKE CITY, UT 84123

Dear Greg,

o=

This letier is regarding licrnative Energy Systems™ that you purchased from RaPower3 LLC.
RaPower3 put into servic ur equipment for [0 solar lenses on or before December 31, 2005, This

will qualify you for the Internal Revenue Service solar cncray tax credit,
ver for your personal information, Section 103 Div. B Energy Credit (code See. 48), "For
who:

truction time is expected 10 equal o exceed two years, the Credit may be claimed
wiee. ")

as ix placed.

We appreciate your business and ook farward to the opportunity 1o wark with you to help solve our
Nation’s energy needs. If you have any questions you may correspond with us at the below address

Respectfully Yours,

7
Neldon Johnson
Manager of RePower3

RaPowar3 4035 5. 4000 W. Deseret, Utah 84624

will qualify you for the Internal Revenue Service solar encrgy tax credit,

This letter is regarding the “Alternative Energy Systems™ that you purchased from RaPower3 LLC
RaPower3 put into service your equipment for 10 solar lenses on or before December 31, 2003, This

84
CIAS
Greg Shepard
858 Clover Meadow Dr.
Salt Lake City, Ulah 84123
December 30, 2008
Dear Sir:
This Tettér is regardinig the “Altémative Eneigy Systems” that you Thom
Systems, Inc. (IAS). 1AS put into service your equipment on or before December 24, 2008, This will qualify
you for the Intemal Revenue Services solar energy tax credit,
(However, personal iom, Section it (code Sec.48). “For projects
wf;&wwumtmmwomﬁ%mimﬂkwhmv
We appreciate your business and look forward 1o the opportunity 1o work with you to help solve our nation's
emergy needs. If you have any questions you may correspond with us at the above address,
Respectfully Yours,
/uﬁﬁéyééuﬂ
Neldon P. Johnson
President & CEQ
v

‘THis Tetter is regardinig the “Alternative Energy gy Systems™ that you purchiased ﬁcm_ﬁﬁ'ﬁﬁonﬂ’m R

Systems, Inc. (IAS). IAS put into service your equipment on or before December 24, 2008, This will qualify

you for the Internal Revenue Services solar energy tax credit.

g5 o

4/27/2018
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ol denlimcstinss Sectian (63 e, 5 Erwrapy Grods frede e
P — e s s
el o werwics ")

This notification is to confirm that your solar lenses have been placed in service, for those that the 30%
down has been paid in foll. LTB LLC has utilized soliar coctgy from your penels for the purposs of
assisting [AS in research and development for both agricultural and mumicipal solar thermal wasts heat
reclamation and muktiple non-serisl aray concentrated photovoltaic reveiver circuitry, emong other
applications such a3 refinement of gearless dual-axis hydraulic tracking mechasiisms and quick-relcase
panel izers and jons, which qualify. inl use of solar encrgy.

This batter e memmndin o st 200

87

Examples of Placed in Service Letters in Evidence

PLEX 44: February 2, 2012 Placed in Service Letter from RaPower-3, LLC to Frank Lunn signed by Greg
Shepard, Director of Operations

PLEX 103: December 30, 2008 Placed in Service Letter from International Automated Systems, Inc. to Robert
Rowbotham signed by Neldon Johnson, President & CEO

PLEX 104: February 2, 2012 Placed in Service Letter from RaPower-3, LLC to Robert Rowbotham signed by
Greg Shepard, Director of Operations

PLEX 105: January 28, 2011 Placed in Service Letter from RaPower-3, LLC to Robert Rowbotham signed by
Greg Shepard, Director of Operations

PLEX 534: Placed in Service Letters from International Automated Systems, Inc. signed by Neldon Johnson to
various customers

PLEX 546: Placed in Service Letters from International Automated Systems, Inc. and RaPower-3, LLC signed
by Neldon Johnson to R. Gregory Shepard from 2005 — 2013

PLEX 558: Placed in Service Letter from RaPower-3, LLC to Lindsay Davis signed by Neldon Johnson,
Manager of RaPower[-]3

PLEX 588: February 2, 2012 Placed in Service from RaPower-3, LLC to John Howell signed by Greg Shepard,
Director of Operations

PLEX 637, p.8-10: Placed in Service Letters from RaPower-3, LLC to Peter Gregg by Greg Shepard, Director of
Operations

PLEX 638, p.31: Placed in Service Letter from RaPower-3, LLC to Ryan Cook signed by Greg Shepard, Chief

Director of Operations

4/27/2018
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Other Statements that Equipment was “Placed in

Lefiay C1S0 Ko, 2 Mail - Rad Zaleznik Audic

Ra3 Zeleznik Audit

Greg Shepard <greg@rapower.com=

To: jessicawoodward@cpaauto. com

Cc: BJ ZELEZNIK <ZELEZNIKB@leroyk 12 org=
HELLO JESSICA-RESPONSES IN CAPS
Hi Greg, Frank and BJ

BJ and | just had our lelephone audit interview,

Service”

116116, 5:45 P

Tue, Sep 10, 2013 at &:44 PM

She basically is denying all creditsidepreciation because there is na prool
of being placed in service. THIS, AS YOU WERE ADVISED, WAS EXPECTED.

Again, just like Frank, she wants proof of licenses, proof the panels are

hooked up to the grid, elc. DOES NOT APPLY AS STATED IN MY MATERIAL. | WILL

MAKE SURE YOU GET ACOPY. ALSO, YOU ARE NOW ON MY E-MAIL LIST AND SO YOU
WILL GET MY INFO FIRST HAND

So basically the IRS definition of placed in service is different than our

definition of placed in service. THAT IS CORRECT
So unless we provide an argument to this placed in service issue, we will

have lo appeal, | DON'T THINK THEY WILL ACCEPT THE IRS TAX CODE

INSTRUCTIONS FOR FORM 3468 WHICH CLEARLY STATES YOU CAN QUALIFY FOR THE TAX
CREDITS BY PRODUCING HEAT. MANY, MANY PEQPLE GET TAX CREDITS FOR PRODUCING
HEAT. WE ARE BEING UNJUSTLY TARGETED. SO WE WILL APPEAL.

1 am fine with appealing, but | would like to know what our strategy is with
regards to placed in service. Gould you let me know? THAT IS IN THE INFO |
WILL SEND YOU

1 have a lot of information that Frank and Tammy cutlined from RaPower about

strategy, but | don't see anything specific about our argument on placed in
/ service. SIMPLE. WE PRODUGE HEAT.

| know we have this lax opinion letter which talks some about

placed in service, but do we have any ather Interpretation or proof for

“placed in service"? THE TAX ATTORNEY OPINION LETTER AND THOUSANDS OF
PEQPLE WHO HAVE SEEN OUR LENSES PRODUCE HEAT.

89

Other Statements that Equipment was “Placed in Service”

= PLEX 29

= PLEX 44

= PLEX 49

= PLEX 57

= PLEX 73

= PLEX 123
= PLEX 124
= PLEX 125
= PLEX 149
= PLEX 150
= PLEX 176
= PLEX 185
= PLEX 313
= PLEX 420
= PLEX 472
= PLEX 473
= PLEX 538
= PLEX 588

Ra3 Questions Answered

1 massage

Grog Shapard qrqghﬁmiimns ‘Wod, Feb 2, 2011 at 6:17 Pi-.u
To: undisclosed-

TOALL BRAD, A RAPOWER2 TEAM MEMBER, ASKED THE FOLLOWING QUESTIONS BELOW. THE ANSWERS ARE
N CAPS. YOUWILL PROBABLY BE ASTONISHED AT THE ANSWERS:

1 purchese using the payment plan, will | gt the in-sanvioe lettr
Feb of next yaar évon If | have not completed the final payment? VEs. mis
HOT THE FINAL PAYMENT THAT IS IMPORTANT. BUT THE FACT YOU SIGN

A CONTRACTIAGREEM

is there a mini number of payments required to Eetmlmwlulemﬂ

NO. AGAIN, ms THE SIGNED CONTRACT/AGREEMENT THAT MATTERS. Plaintiff

How many units are akieady in-sarvice? WE TOOK ORDERS LAST DECEMBER FOR 2,500 SYSTEMS. Exhibit
=

= PLEX 687, Robert Aulds Dep., 107:11-109:1

4/27/2018
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Defendants Knew or Had Reason to

Know that Customers’ Lenses Were Not
“Placed in Service.”

Defendants Knew Customers’ Lenses Not “Placed in Service”

= Although Defendants have told customers that their lenses
have been placed in service by International Automated
Systems, Inc., RaPower-3, LLC and/or LTB, those entities all
denied, under oath, that they placed lenses in service.

= PLEX 449, at 2, Response to Interrogatory No. 11
= PLEX 450, at 4, Response to Interrogatory No. 15
= PLEX 452, at 2, Response to Interrogatory No. 11

INTERROGATORY NO. 11: Identify what, and how many Lenses, Systems, and Components

have been placed in service, as defined in 26 U.S.C. § 48(a)(1) and Treas. Reg. § 1.46-3(d). Your

Plaintiff
response should include the dates any Lens, System or Component was placed in service. Exhibit
452
RESPONSE NO. 11: LTBI does not place any lenses into service. As such, it is not
situated to offer information relevant to this interrogatory.
o1 e
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August

~—Original Message-—-—

From: Ken Oveson [malko:ken@mmacpa.com]
Sent: Monday, August 24, 2009 10:08 AM

To: greg@bfsmail.com

Ce: Kam McReynolds; Don Mantyls; Jim Oveson
Subject:

Importance: High

Greg,

I received your e-mail following our meeting on Friday. It is apparent that we did not come out of this mecting
with the same understanding. As we discussed, there are stll a number of key issues to ressarch on this before
we can start talking to people. Please let your people know that we will not be able to speak with them unti we
have done that research. We have already had several calls which we have not responded to.

Also, Mantyla McReynolds has a ellent acceptance committee that has to approve each new client. | will present
your company to them today but thelr next scheduled meeting is on Wednesday and they must give approval to
proceed with services for the dients.

One more lssue has come up. After our meeting | went to our audit department to discuss International
Jwtomated Systems, Inc. We are now in the process of daing the audit for them. | am told by the aut
department that the units being sold are net yet “placed in service”. From a tax standpoint, "placed In service®
is a key factor in taking deductions for depreciation and credits. Again we need ta research how this will Impact
those who have already purchased units. Qur first Impression Is that until the units are place In service, there is
no deduction to be taken. In fact, the amounts already paid for units are recorded as deferred income since
they are not yet placed In service. There must be consistency between the books of International Autamated
Systems and the taxpayer,

! ExHBr_57/ 2L
wIT: Ve ’;CIA_
CONFIDENTIAL S U "

CHiCourt, LLC

2009

Also, see
= PLEX 373

= Buck Testimony, Trial
Tr. 267:24-269:22;
270:3-271:4

= Oveson Testimony,
331:11-23; 341:20-
342:25; 343:1-2; 6-8;
343:21-344:10; 344:21-
346:19; 347:18-348:13;
352:24-355:21; 356:7-
357:14; 358:13-361:2

MMO04317
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In early 2010

INTERNATIONA AUTOMATED SYSTEMS
326 NORTH SR 198

SALEM, UTAH 84653
Patty Lambrecht /iLios, LLC We are also in the process of finishing the business plan for the solar energy
3016 S.E. ];)nnc Drive system and its economic advantages in the market place over other green energy systems.
Stuart, Florida 34996 We hope to have the business plan completed by the end of the second quarter of 2010.

Dear Patty,

‘We do have power purchase agreements tentatively in place with other companies

that have agreed to purchase the power produced from the solar energy equipmeat once

the system is placed in service.

To summarize your position with the company in receiving a profit from your
equipment: The first and most important is the bonus program. This program will be
more fully explained in the attached contract. However, for every §9,000.00 purchased
you would qualify for up to $90,000 as your pertion of TAS sales up to the cut off of

S1billion dollars in sales. So far the company has sold under the trial program about
ot L 32,500,000, Your portion would amount 10 611250, Also the Needles Calforaia project
is $7.5 million up front with a residual of $17.5 million. Your portion of the $7.5 million
is $33,750. The next portion of the Needles project is for $300 million. Your portion of
that would amount to $1,350,000. Your share of the one billion dollar sales would be

$4.5 million,

‘We expect that for the first five years of production you would receive 100% of
production. This time would begin when the equipment is placed in full service. Your
position would amount to about $54,000 per year or for the five years about $270,000.

We hope that this will help. We are sending you pictures of your system along
with this letter. You should receive the full business plan within a few months.

Sincerely _

Vi
S

P
Neldon P. ]?En’sﬂn CEO International Autornated Systems, Inc.

(

4/27/2018

47



Case 2:15-cv-00828-DN-EJF Document 395-1 Filed 04/27/18 Page 48 of 91

= PLEX 570

13:31:48 7
13:31:56 8

13:32:00 9

:32:04 10

13:32:07 11

94

October 2010 through early-2011

= Jessica Anderson expressed concerns to Neldon
Johnson about equipment not being “placed in service.”

= Jessica Anderson Testimony, Trial Tr. 613:12-618:9;
620:1-621:24; 622:19-623:20.

€14

Other concerns that I had, if it's net going to

be placed into service as energy producing eguipment,

don't think it falls under the defi

ion of being pl

aced

into service, so I had guestions about —— I hpd doubts

about the depreciation component of that.

June 2012

rog Shequare e coce|
Tonsd, e G 1m0 P

1 hawe spent & Ue
queations I was heping you could give me some feeds

ally mests

serry.
Breg Shepard

Greg She

Rabar eniat Uirector of tperations
BA3 W 340 8

Salt Lake Ciry, uT Beity

Fax BO1-373-1139
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MOTICE: Thi3 ceyrightes seail an any files erm
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Other Evidence Defendants Knew or Had Reason to Know That
Customers’ Lenses Were Not “Placed in Service”

= No “Trade or Business”
— Leasing
— Advertising
— Research & Development

= Energy Property

97

Customers’ Solar Lenses Have Not Been Used in a System

= Solar Lenses are a component of a larger solar energy
system

= Customers’ Lenses are not installed as part of a larger
solar energy system.

= No evidence that Defendants’ solar lenses have ever, by
themselves, used heat from the sun to accomplish any
kind of useful function or application.

= PLEX 688, Freeborn Dep. 95:3-13.

= Dr. Mancini Testimony, Trial Tr. 75:4-15; 85:24-86:12;
90:5-94:7; 96:17-20; 105:9-107:6.

= Shepard Testimony, Trial Tr. 1692:25-1693:5; 1723:15-22;
1728:4-1729:25; 1730:18-1731:3

4/27/2018
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To qualify for the solar energy credit,
“energy property” must be “placed in
service” during the tax year.

26 U.S.C. 8§48

“Energy Property” means equipment:

-- with respect to which depreciation is allowed, and
--“which uses solar energy to generate electricity, to
heat or cool (or provide hot water for use in) a
structure, or to provide solar process heat.”

26 U.S.C. 8§48

4/27/2018
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101

Defendants told customers their solar

lenses qualified for the energy credit.

Defendants Told Customers Their Lenses Qualified

* PLEX1

* PLEX 5

= PLEX 10
= PLEX 19
= PLEX 20
= PLEX 24
= PLEX 34
= PLEX 531
= PLEX 764
= PLEX 777

Ra3 013084 Solar Tax Cr: icipant

The person buying a solar unit receives a $9,000 tax credit from the TRS for eéch solar unit purchased, For a solar
urit purchased during the year 2006 or 2007, the Federal Government Energy policy gives a 30% tax credit, The
retail value of IAUS's solar unitis $30,000. The federal tax credit at 30% of §30,000 equals $9,000. The tax credit
is & doller for doller credit. It is not a deduction. The maximum credit that can be taken is $25,000 plus 25% of the
remeining balence of taxes owed. However, this credit ean be used one year back and 20 years foreword,

Solar Tax Mustration:

Let's say a pesson pays an average of $50,000 Federal Income Tax each year. This person purchases five lenses for
& tatal down payment of $45,000 dollars in 2006. When this person files his 2007 taxes, he can use/deduct $25,000
plus 25% of the i {of 25,000) which comes to $6,250 (0.25 x $25,000), The total tax credit for
2007 is $31,250 {325,000+ $6,250). Therefore §31,250 of the $45,000 invested is retuned in & tax credit for 2007
leaving only $13,750 un-credited of the $45,000 invested. However, in the same 2007 filing, this person can also
take up to another 525,000 in tax credits plus 25% of the remaining balance of taxes owed for the year 2006. This
option eredits and returns the remaining $13,750. When necessary, any excess credit can be taken when filing for
successive years, for up to 20 years foreword,

4/27/2018
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Defendants Knew or Had Reason to

Know That the Lenses Did Not Qualify
for the Energy Credit.

Defendants Knew or Had Reason to Know That the Lenses Did
Not Qualify for the Energy Credit

= Customers were not allowed a depreciation
deduction.

* Lenses were not placed in service.

» Lenses did not use solar energy to generate:
— Electricity, or
— Solar Process Heat

103 e

52



Case 2:15-cv-00828-DN-EJF Document 395-1 Filed 04/27/18 Page 53 of 91

June 2012

n

Leya 1 have spent me booking at the website and I Just have & few pralininscy
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Bert: Tussser Jiea 36 3803 710 P )

Tor BSMITHCR AT ack com There 13 the question that aied 3 LOT o0 websites oo whather (he typw of
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sevics, woldn's that mean that energy Ls being sreduced and incose from power ould STAct
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Grog Shepard 3. anether cancers af mine 3 whether thers will reslly eue be

" . [t really wore be any Income peerated Sur to
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Bryan,

T harew reworded =y prioe smsil so that ysu will row b able to respord to some Lecems tax
Felated quesTions TNAT re noT diSCUSSed 0N THE KiRwSrd wlSiTe regarding The urchise of
his altermetive erergy sqelpment from Rafowerd,

(res had raspened ta me that [ had wiad 8 Fov Aay eeds i my Anietal ematl that veuld lasd
e some misenderstandleg s 1 have ressved thise key werd

T hawe & cowple of clients whn have apsrosched me regarding purchasing solar equipsent from
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A customer must “materially
participate” in the activity for it to be
non-passive and to offset losses and

credits against other “active” income.

26 U.S.C. § 469
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107

Defendants Told Their Customers They
Could Offset Active Income with

Losses and Credits Relating to the
Solar Lenses

Defendants Told Customers They “Materially
Participated” In Their “Trade or Business”

FORIENTFICATION
ouare: -1 FéreTR L

Frank Lunn

From:
Sent
Ta:
Subject

PM

TOALL: THE THIRD AND LAST E-MAIL TODAY THAT | DEEM TO BE IMPORTANT. PRINT THIS OUT AND KEEP IT IN YOUR
RAPOWER3 FILE

This is why keeping all of my &-malls Is important. Many af you
you tell someone about the faPow
rule. You have to work more than

ho
employees. The employvees at RaPower3 de erian

But. you are an independent contractar, Unless you set up n LLC, you are a sole proprietor of your solar energy
business with no employees. Almost all of you fall into this category. This means, you qualify under guideline
meaning you do all the work in your solar energy business and you have no employees: Even if you spend less than 100
hours on your RaPower3 business,

To determine material participation in an activity, the taxpayer must meet ONE of the follaving

4/27/2018

54



Case 2:15-cv-00828-DN-EJF Document 395-1 Filed 04/27/18 Page 55 of 91

Examples of Other Statements Regarding Material Participation
" PLEX 1 = PLEX 231
= PLEX 10 = PLEX 247
= PLEX 45 = PLEX 252
= PLEX 49 = PLEX 283
= PLEX 52 = PLEX 335
= PLEX 73 = PLEX 343
= PLEX 135 = PLEX 346
= PLEX 150 = PLEX 399
= PLEX 177 = PLEX 479
= PLEX 205 = PLEX 504

108

Defendants Knew or Had Reason to
Know That Their Customers Could Not

Use the Depreciation or Credit to Offset
Their “Active Income.”

4/27/2018
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110

Per Se Passive

= Rental of tangible personal property is per se passive.
— 26 U.S.C. 8469

= Defendants charged with knowledge of the law of sections they
promote.

— See, e.g., United States v. Campbell, 704 F. Supp. 715, 725 (N.D. Tex.

1988); United States v. Music Masters, Ltd., 621 F. Supp. 1046, 1055
(W.D.N.C. 1985).

= Jessica Anderson told Neldon Johnson in 2010.
— PLEX 570, at 2

In general, losses generated from equipment leasing are considerad to be passive.
LR.C. §469ek2) & (¢). The material participation standerd, as defired later, will
normally not apply to long-term equipment rentals, thus equipment leasing Insses AT S 10

would be passive regardless of the level of participation. i g_ﬁrszc{\,
DATE: =

Cenlse M. Thamas, CRRIRPR

111

Also in 2010: Defendants Knew Material Participation
Was an Issue

Ra3 Tax Depreciation

Fram: Greg Shepard (greg@bismai com
Sent: Th L0/14/10 814 AM

Meldon, X give you the following for your tax attermey.

1. The ARWA {Rmerican Recovery and Relnvestwent Aet) has seds the

dapreciation for 2008 and bopefully 2012 easy. exnpr, S19 Anderson 006141

We jost uae @ Section 179 Depreciaticn and use IRS Publication 946 (2000) as B,

Froof of our positien and eite the WIT: L

svotion on Energy Property which in the same wording sg the "Blaced in pare: T H-11

Sesvice” Tax Credit instructions. Banise M. Tvamas, CRRRPR Anderson 000141

2. Bowsver, the question as to Myterial Farticipation still looms for being
an aCtive PATTACIpANt. The £RST ChAr Systems are

FuTchRsed Bnd Then rented back i problematic.

3. An opinien on the seven criteris for detesmining sctive participation
would be essential.

Thanks, Greg

Grog Shepard
RuPouer3-Chiaf Direstor of Operations

513 W 2400 5 B . R
Salt Lake City, DT 84119

call 601-659-2284

Fax 801-578-1159

e, rapowar3. con

4/27/2018
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112

January 2011

* No later than January 2011, Jessica Anderson
fired Neldon Johnson as a client. See Trial Tr.

629:12 — 632:15.

€30

113

January 2011

* No later than January 2011, Jessica Anderson
fired Neldon Johnson as a client. See Trial Tr.

629:12 — 632:15.

€31
14:01:31 1 R At that point -- Todd was not in the office when
14:01:34 2 that occurred, so when he got back in the office, I said:
14:01:40 3 I just fired RaPowsr-3. I| fired Nslden Johnson.
14:01:43 4 And his responss to me was: You nesd to put that
14:01:46 5 in writing. You nee d toc commemorate that in an email.
14:01:51 € End I did that day. I wrote an email. Todd and
14:01:57 7 I -- I sent it to Todd for review. He made minor
14:02:02 8 adjustments. I reviewed those adjustments, and that email
14:02:05 ] was sent to Mr. Jchnson esither that day or shortly -- the
14:02:0% 10 next day.

4/27/2018
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Other Reasons They Knew

= Customers were individuals, not C corporations

* Those individuals had other employment or income-
producing activities as their prime source of income.

= Defendants knew their customers were otherwise
employed or earning income.

114 __m

Other Reasons They Knew

= PLEX 40, at 12

= PLEX 109, at 1

= PLEX 214

= PLEX 216

= PLEX 247

= PLEX 492, at 1

= PLEX 544

= PLEX 674

= PLEX 731, November 18, 2017 radio show recording

= PLEX 579, Neldon Johnson Dep., vol 1., 96:19-97:13
= PLEX 685, R. Gregory Shepard Dep., 239:16-240:10
= PLEX 688, Roger Freeborn Dep., 44:11-45:3
= Rowbotham Testimony, Trial Tr. 908:2-909:23

115 __m
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The allowable amount of any
deduction, with respect to any activity,
Is limited to the amount the Customer

has “at risk” in the activity.

26 U.S.C. § 465

Defendants Told Customers They
Could Claims Depreciation Deductions
Based on the Full Purchase Price.

4/27/2018
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118

Defendants Telling Customers to Use Full Purchase Price

Solar Tax Credit to Participants

The person buying a solar unit receives a $9,000 tax credit from the TRS for each soler unit purchased, For u solar
unit purchased during the year 2006 or 2007, the Federal Government Energy policy gives a 30% tax credit. The
retail vatue of IAUS's solar unit is $30,000. The federal tax oredit at 30% of $30,000 equals §9,000. The tax credit
is u dollar for doller credit. It is not a deduction. The maxinum eredit that can be taken is $25,000 plus 25% of the
remaining balance of taxes owed. However, this ¢redit can be used one year hack and 20 years foreward,

Solar Tax Hiustration:

Let’s say a person pays an average of $50,000 Federal Income Tax each year. This person purchases five lenses for
2 total down payment of $45,000 dollars in 2006. When this person files his 2007 taxes, he can use/deduct $25,000
‘plus 25% of the remaining bulance (of 525,000) which comes t $6,250 (0.25 x $25,000). The total tax credit for
2007 is $31,250 ($25,000 + £6,250]. Therefore 531,250 of the 345,000 invested is returned in & tax credit for 2007
leaving only $13,750 un-credited of the 345,000 invested. However, in the same 2007 filing, this person can also
take up to another $25,000 in tax credits plus 25% of the remaining balance of wxes owed for the year 2006, This
aption credits and returns the remaining $13,750. When necessary, eny excess credit can be taken when filing for
successive years, for up (0 20 years foreword,

Depreciation
Half of the tax credit ($4,500) must be subtrasted from the §30,000 dollar purchase amount when using it to
calcnlate depreciation of the equipment. Therefore, only $25,500 of the $30,000 value can be depreciated. This
can be taken over & period of six years. How does depreciation work? It is based upon what income tax brackes the
falls into. For exatple, if the buyer is in a 30% income tax bracket, 30% of 25,500 (which amounts to

7,650} can be taken off from the buyer’s personal taxes aver a period of six years. | ¥l is duauoals =
that can be taken in each year is broken down by the IRS in the following sequence: . EXHIBIT

Yearl 20% £1,530 : g 53'

Year2 3% 52,448 i
Yeard  192% $1,468.80

Yeard  1L52% 388124

Years  1152% 388128 Ra3 013864
Yearé  576%

Other Examples of
Defendants’ Statements:

= PLEX 20
= PLEX 24, atl
= PLEX 34
= PLEX 40

= PLEX43,at1l
= PLEX70 & 70A

= PLEX 185
= PLEX 207
= PLEX 219
= PLEX 232
= PLEX 236
= PLEX 240
= PLEX 245
= PLEX 278
= PLEX 475
= PLEX 490
= PLEX 531, at 2-3
= PLEX 603
= PLEX 677
= PLEX 680

Defendants Knew or Had Reason to
Know That Their Customers’ Were Not

“At-Risk” with respect to the Solar
Lenses.

4/27/2018
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120

Not “ At Risk”

= Defendants offered to refund customers’ purchases.

In December 2010, Johnson promised to refund customers’ money and void their
Equipment Purchase Agreement if they did not receive the 1ax benefits Defendants promote. In
January 2015, Johnson, via Shepard, reiterated this offer to customers who were being audited
for having claimed the tax benefits that Defendants promote. He said, “We ... believe we will
prevail against the IRS in court. However, if vou would like 1o pant company, we will refund
your money and you can pay the IRS and move in a different direction. You can most likely get

the IRS to drop the penalties.”

121

Not “ At Risk”

= Defendants used extensive non-recourse financing.

Solar Equipment: IAUS Financing

1AUS's solar unit can be purchased with 2 down payment of $9,000. The balance of $21,000 is finsnced by IAUS
interest free over a term of 30 years, The first five years of the loan are deferred to the end. Once the first five
years are over, the buyer pays 30 annual loan payments of $700.

IAUS believes that paying the five deferred installments at the end of the thirty years is much more profitable for
the purchaser than in the first five years. Since, the wholesale price per kilowatt-hour (KWh) will follow the
average U.5. GDP inflation rate of 2.9%, the wholesale price of electricity will be at 13 cents per kWh after thirty
years and over 13 cents per K¥Wh by thirmy-five years.

Purchased solar units will be nested with other solar units in an array, selling net energy or net BTUs to 2
commereial power plant that will be owned and operated by LTB LLC. The power company LTB LLC will use the
BTUs to generate electricity and in turn, sell it to customers such as residents, businesses, or other power
cotmpanies.

LTB LLC will maintain and operate the plant and market the power generated by the solar units. LTE LLC will
pay the solar unit owner a quarterly payment for the purchase of the net BTUs produced by each solar unit, at a rate
of 5.5 cents per kWh. The selling price for electricity generated by an energy provider in the U.S., averaged 5.5
cents per ¥'Wh in 2005, The projected net energy production for each solar unit is sn estimated 14,600 kKWh per
yedr,

[] EXHIBIT

P53
i

Ra3 013984

4/27/2018
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122

" This Equipmess Purchase Agreensent (the "Agrecment”) is catered ints this day

Not “ At Risk”

= Defendants used extensive non-recourse financing.

.
" RaPower-3 Equipment Purchase Agreemant

L2202 & 5746 P
by and Barwees faPamer-3 L1E (B “Opermar), with principal oifices at 4033 Scuth 400
West, Dheveret, UT 24624, heveinafber refored o as "Selia™, and
| fehalf~d" PPO Sk Lo

whase sddress L WY Irramtrrtrbfarrey st 3. Payment Terms. Purchaser shall pay to Seller the sum of $3,500 for each

T RV S, mgdaeted B Blew, uf  FUOF Alternative Energy Sysiom purchased, hereinafter referved to as the "Purchase Amount" for
hereinafier rebemod 1o as "Purchaser”, 4 the purchase of the Altemative Energy System. This includes the cost of defivery,

instalfation and startug, as well s the cost of warranty work performed during the warranty
period described below. The Total Purchase Amount shall be peid in sccordance with the
following schedule:

Optionl:

K] . . .
I~ ey Initial Dovn Payment in the amount of 51,050 (onc thoussud ffty dellars) for each
""—E"*‘ﬂ Ajternstive Energy System purchased, which shall be peid ut the time this agreement is
oae: B-ib=llg entered into
Derane M Troman CRREFE

— Option 2:

Initial Down Peyment in the amount of $1,050 (one thousand fifty dollars) for each
Alternative Energy System purchased, which shall be paid with 2 one-time payment of $105
(equal to 10% of the down payment) at the time this Agreement is eatered into. The balance
of 8945 for cach Alteiative Encrgy Syster is to be paid on or before Fune 30,2012,

Option 3:

Tnitial Dawn Payment is the amount of $1200 (One Thotsaud Two Huedred Dollars) for cach
Aliermative Encrgy Systems purchased, vwhich shall be paid in monthly instaliments of $100

(One Hundred Dollars) per system purchased.

Defendants Knew or Had Reason to
Know, Based on the Advice and

Statements of Others, That Their
Statements Was False or Fraudulent.

4/27/2018
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124

November 2010

waw dalioatiomey oom
andersoriaweenler@delioatiomey.com

PO, Box 183 P! 4285, 894, 8307
B4 South 500 Egst F: 435 854, 4306
Deila, UT 89824

MNovember 9, 2010
Re.:  Potential tax advantages,
Dear Potential RaPower-3 Customer,

To help you, as a taxpayer, understand the possible tax saving benefits of
purchasing energy equipment through RaPower-3, we have assembled the following
information so that you can consult with your own tax professional about the potential
tax advantages of entering the energy market by owning RaPower-3 energy equipment.

With the purchase of Rapower-3 Energy Bquipment, there are four possible ways
to reduce tax liability:

= energy credits;

s depreciation;

§179 costs,

deductions and expenses,

Depending on your situation, all four approaches may apply to you. Below is a
discussion regarding each possible benefit for you to review with your own tax
professional and determine the applicability to your own unique financial situation

§ BB
g 23R

8255

Ra3 008255

125

January 2011

* No later than January 2011, Jessica Anderson
fired Neldon Johnson as a client. See Trial Tr.

629:12-632:15.

14:01:30 25 next step after that conversation?

Tt's my reccllestion that it

1 somecns else.

s conversation with

was probably in

€30

@. What after -- what -- excuse me. What was your

4/27/2018
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January 2011

* No later than January 2011, Jessica Anderson
fired Neldon Johnson as a client. See Trial Tr.
629:12-632:15.

631

14:01:31 1 R At that point -- Todd was not in the office when
14:01:34 2 that occurred, so when he got back in the office, I said:
14:01:40 3 I just fired RaPowsr-3. I| fired Neldon Johnson.
14:01:43 4 End his response to me was: You nesd to put that
14:01:46 5 in writing. You need to commemcrate that in an email.
14:01:51 3 And I did that day. I wrote an email. Todd and
14:01:57 7 I -- I sent it to Todd for review. He made minor

2 | adjustments. I reviewsd those adjustments, and that email

9| was ssnt to Mr. Johnson sither that day or shortly —— the
14:02:0% 10 next day.

June 2012

IRS Criminal Investigation Division
executes search warrant.

Williams Testimony
e Trial Tr. 1044:2-5

Howell Testimony
* Pl Ex. 683, 80:8-81:23

Exhibit
683

8 Q. Right. Did you go anywhere else in 2012?

9 A. No. Yeah, | take that back. Yes, we went

10 to Neldon's house.

11 Q. Why did you go to Neldon's house?

12 A. We just went by there. No particular

13 reason that | know of. That's just where the whole
14 group of us went.

15 Q. Do you remember seeing government

16 officials --

17 A. Yes.

18 Q. -- with large weapons - 11 weren't given any specifics.

19 A. Yes. 12 Q. You mean specifics?

20 Q. - on that 2012 visit? 13 A. I didn't look at any search warrants or
Plaintiff 21 A Yes. 14 anything like that, so | didn't have the specifics.

22 Q. Do you know what that was about?

23 A. They were doing a raid.

24Q.0n?

25 A. RaPower, Neldon Johnson, confiscating

81: 1 computers and everything. Yes.

2 Q. Did you ask anybody about that?

3 A. We did. We talked about it some.

4 Q. Who did you talk about it with?

5A. Greg, Neldon. They were -- we were at

6 a -- we had stopped somewhere to -- they cooked
7 hamburgers and stuff, and so --

8 Q. What did Neldon Johnson say about the

9 raid?

10 A. I don't really recall all of that. We

15 Q. What did Greg Shepard say, if anything?

16 A. That's been awhile back. I'm not sure of

17 any exact things that they said.

18 Q. Do you remember generally?

19 A. Just said that the government raided

20 Neldon's house and the manufacturing plant, because
21 we had to go to the solar research and development
22 first before we could come back to the manufacturing

23 plant.
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128

October 2012

en Birrell

EXHIBY 3 6L
wrr-,‘él??t_(}' =

CliCour, LLE

oate: 2[4 (7]

KMO0148

KM00148

Defendants knew or had reason to know that their
buyers were individuals, not C corporations.

Updated to fix two typos
requested by Glenda Johnson,
and emailed back to her with
those corrections on

January 14, 2013.

See PLEX 367.

129

June 2013

* |RS audits customers and disallows all promoted tax

benefits.

— PLEX 71
— PLEX 73
— PLEX 328
— PLEX 602

— PLEX 689, Gregg Dep., 141:20-142:7

— PLEX 697: Zeleznik Dep., 165:13-166:10; 167:3-21
— PLEX 683, Howell Dep., 216:16-217:15

* |RS has never allowed anything.

— Jameson Testimony, Trial Tr. 1249:14-1250:1

4/27/2018
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of Revenue began
auditing customers
and disallowing
benefits.

Also in 2013...

= Oregon Department

From: Greg Shepard <gregi@rapower3 com>=
Wednesday, July 31,2013 7:45 PM

: parega@bfsmail com
Subject: RE: Oregon Dept of Treasury

CALL ME AT 801-699-2184

Greg Shepard

auerd
4035 South 4000 West
Deseret, UT 84624

s mpowerd.com

NOTICE: This copyrighted email and any files transmitied with it are confidential and intended solely for the use of the individual or
culity to whom they arc uddrcsscd and miay bo subjeet 10 legal privilege. IF you have seceived this email in ceror, pleass noiify (e
system manager. You should not disseminate, distribute or copy this email I you are wot the intended recipient, you arc notified that
disclosing, copying, distributing or taking any action in relian this information is strictly prohibitcd.

Mr. Johason

1 v beer retnined by Todd Anderson and the Anderson Law Center o,
mmluwmﬂm g your of proprietary
advisory Jeter,

o, e it i lestr

poasatially
information in the form of &

My eles, Tosd Asderson, penied you with un sy e i onder 0 ferber
s egal advisor, Todd Anderson's leicr v

= PLEX 330
----- Oniginal Message
From: Peter Gregg [maillo:parepaidbismail com]
To: gregi@rapower com
[ ] Senl: Wed, 31 Jul 2013 124113 lJ'fII(\
Subject: Oregon Dept of T
Greg,
Twas asked to send in the IRS Adjusiments and the Appeal that [ replied with 1o the Oregon Dept Trensury. Genevive Traub has now
L} clled and asked me o discuss the items with her
Peter Gregg.
n P L EX 3 3 3 BFS ClinanSales Rep
www biggerfasterstronger.com
Estacada High School Coach
Gregg_P&R-001465
130 I
Center, nor dnea it eontain Me. Anderson’s name or signatu, it s identical or sbatasially
Tate W. Bennett, Eeq. et e v Y sl Yt S
PO Dex 272 Al M, Asdernsn's adviory
Fillmare, Utah 4631 emer, wry  purties. As such, your
01.603-2705 dispiaying of Mr, s rights. We s hevesore
tatobennottles estitied by ww i a0
your
We demand that immedanel;
Cease and Desist Letter N i 4
[ Y— . e o b
Boban - M. Anderson's
048 W KOS letier,
Dicina, esk B4674 & Pladge i i, Anderson’s Inde
fotare
RAPOWER-Y,
el Nebdon P, Johesan - Registersd Agact o cloos of brstness on July 10,
326 Nork Hwy, 6 kS
Salem, Utsh i3
This cesse and desistJetie is wrines withot prefudic to our righes, all of which we
e Unamhorized Use of Progristary Information herehy exzrmaly eserved.

course of
Further, Todd mdhm-dm”gﬂwpnpmnbmbmkt tettes in

company,
Anderson, nor The Andersce Law Cemer
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any anser 2 i him In
i begal mmalysia.

It has o that t ndor is currently
yoss i your mwmuu....m_-ad.-n.mmnm.

ion which has C by you
andior your company RAPOWER-3 LLC, #oes 50t bewr the loster-head of the Anderan Liw

w80
mG Shepatd
o 5722201

Anderson_Todd-00024

Anderson_Todd-00026
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December 2013

From: Greg Shepard <greg@rapower3.com=
Sent: Wednesday, December 11, 2013 7:50 PM
Subject: Ra3 Audit-McConkie Letter
Attach: Tax Kirton Comments.doc
TO ALL:

First, we are really progressing down in Delta. Weather is cold but sunny. We do not slow down at all.

Second, the last time | wrote to you it was concerning the Kirton-MeConkie Memorandum Letter, The
concerns stemmed from an audit a RaPower3 Team Member went through with IRS officer, Mark Tenney. |
went down to Kirtan-McConkie and spoke with COO Ken Olson who then talked with Ken Birrell who wrote a
Tax Attarney Opinion Letter for one of our big clients and who also wrote a the Memeorandum Letter to Solcol
and Neldon Johnson,

Mark Tenney vaciferously stated the letter written by Birrell had been recinded and was adamant that
RaPower3 members had ne business using it. Do not bg gy or allow him to intimidate you.

Gregg_P&R-003220

132
From: Greg Shepard <greg@rapower3.com=
Sent: Wednesday, December 11, 2013 7:50 PM
Subject: Ra3 Audit-McConkie Letter
Attach: Tax Kirton Comments.doc
This morning | wrote Ken Birrell and Ken Olson a detailed letter about the situation and asked Mr. Birrell to
write a letter of clarification.
‘While I'm waiting for his clarification, here are the facts as we see them:
1. Kirton-McConkie did write an opinion letter for a big client and Solcol, the entity we use for multi-
million dollar deals,
2. Kirton-McConkie did write a Memoranduni for Selcol and Neldon Johnsan., Memarandums are what
Meldon uses to confirm wordings in contracts,
3, RaPower3 owns Solcol (Tenney does not know this)
4, Neldon paid Kirton-McConkoe for the Memorandum and thus Meldon Johnson owns that
Memarandum. (Tenney does not know this)
5. Kirton-McConkie has a disclaimer at the end of the Memorandum basieally saying you can't use their
letter to avoid penalties and to also seek tax advice elsewhere,
5, S0 what did you do as a RaPower3 Team Member? Neldon owns the letter. Therefore, you can use
his letter [which is the M. jum) for your purp:
BOTTOM LINE: The Memorandum cannot be rescinded. You can use it. Tenney's assertions are patently
false.
ATTACHED IS A SYNOPSIS OF THE KIRTON-MCCONKIE MEMORANDUM. | REDUCED IT DOWN TO TWO-PLUS
PAGES FOR EASIER UNDERSTANDING. | TRIED TO CAPTURE THE ESSENSE OF THE CODES AND TAX COURT
RULINGS FOR YOUR BENEFIT. HOPE IT HELPS.
‘Warmest Regards, Greg Gregg_P&R-003221
133 s
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= Deseret News Article

— Published on
December 21, 2013

— Trial Tr. 1570:2-19

= Survey by Matthew
and R. Gregory
Shepard as a result of
the Article

— Trial Tr. 1407:4-20;
1570:2-19.

134

December 2013 and beyond ...

Please add any additional ts ing these false
statements here

[There s & large 300 MW project | am workin on for Mexico. We were set to dse a deal
‘came up and s causing 3 major issue.

Ity cwn family has been audited wivich is causing me to buy less lenses and become more
|skeptical of ¥ ibout selling lenses mysalf and also
Ithough stil ‘ollawing the law feel somewhat scared to tel others about this smaring

I have been audited Twice by the IRS

o a strong belehver in what Neldon and RaPower3 are daing and have Invested in
[purchasing nearly 1000 lenses to date. | am very vested in the success of the project and
this articla and the false statements definitely had a negative effect on my ability to
jpurchase more lenses as well as my akility to sell and wark with others after a cloud of
doubl from a "governiment official’ was put cut there ko bie used s 2 wespon for all thase
o would ke to see this project fall | was very disappointed in the article and the
negative consequences It exused for Neldon and Rasowerd and myself.

EXHI

WIT:
ownre_ Y1 g0

ives one @ sanse of caution regarding the health of the business
CitiCourt, LLO

N/A

[puta negative impact on the ability to sell lenses

1

| had peogla that | was sharing these solar lens with bring these letters to my attention
and they did not purchass and | believe a large portion was due to these lies,

135,

January 2014

[r—
sy persan thit
o the lerms

e
a2 b s approgalace, inchalio
were: i epinios leller

n an ability o sely upess the Memarased
Veay tuly youns,

RINTON McCONKL
oL piptcine

WM0ITS
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Gregg v. Depariment of Revenue, 2014 WL 5112762 (2014)
2014 WL 5112762 (Or.Tax Magistrate Div.)
October 2014 Only the Westlaw citation is currently available.
Oregon Tax Court, Magistrate Division.
Peter C. GREGG and Renae J. Gregg, Plaintiffs,
.
DEPARTMENT OF REVENUE,
= Peter Gregg loses ! .
ete G g g State of Oregon, Defendant.
case against Oregon e ——
Department of [
p October 13, 2014
Revenue
FINAL DECISION
M. CONCLUSION
After carefully considering the evidence, the court
concludes that Plaintiffs have failed to establish their
entitlement to the $21,960 in depreciation they claimed on
their 2010 federal Schedule C, which lowed over to their
2010 Oregon return. Accordingly, the court concludes that
Defendant's adjustments to Plaintiffs’ 2010 Schedule C
were proper. Now, therefore,
IT IS THE DECISION OF THIS COURT that Plaintiffs’
appeal is denied
136 e
From: Greg Shepard <greg@rapower3.com>
Sent: Thursday, October 23, 2014 1:58 PM
Ta:
Subject: [BULK] Ra3 Court Appeal Update
Attach: Paul Jones Letter Generic.docx
Please read and use as you see fit. Regards, Greg PREPARATION NOTES FOR RAPOWER3 COURT APPEALS
Hello To All RnPower3 Team Members being Audited,
At the audit or first appeal level, IRS agents may try to dismiss our tax attorney opinion letters.
They may tell you the Kirton McConkie letter has been rescinded. Just say, “You have no proof
of that, 1can assure you that we can use our letters. So, you'll have to deal with them now or in
tax court.”
2. Tax Attorney Opinion Letters: Everyone relied on the Anderson and Kirton McConkie tax
attorney opinion letters and all of their research into tax codes and law: Taxpayers, RaPower3,
B and the inventor, Neldon Johnson. We all thought that the tax benetits were legitimate and fully
in compliance with all TRS tax codes relating to solar energy. Our RaPower3 taxpayers never
would have purchased the solar lenses if there were even a hint of impropriety. Neither
RaPower3 nor Neldon Johnson would have ever become involved in the first place. There was
never any intent 1o perpetrate a tax avoidance scheme or do anything inappropriate. The intent
was to fully participate in the American Recovery and Reinvestment Act (ARRA) passed by
Congress and signed into law by President Obama in 2009,
The intent of the ARRA was to foster innovation so our country could have clean, affordable,
renewable energy. At this point, we are the only solar company that can do this. (Energy
Experts)
Gregg_P&R-001779
137 ___ e
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138

October 2014

From: Greg Shepard <greg@rapower3.com>

Sent: Thursday, October 23, 2014 1:58 PM GOVE"E"MENT‘S
To: J
Subject: [BULK] Ra3 Court Appeal Update L :
Attach: Paul Jones Letter Generic.docxk

Please read and use as you see fit, Regards, Greg

A. Is there anything in the Anderson Tax Attorney Opinion letter that you wish to
challenge? If so, which parts? Cite tax code and statutory law.

1. Concerning the Bonus Contracts, Anderson states, “This is an advertising purpose.
Leasing it (the solar lenses) for advertising purposes allows for depreciation. Thus,
your lenses were placed in service for depreciation purposes.™

2. A taxpayer can starl claiming depreciation of an asset as soon as his or her property is

placed in service. Property just has to be ready and available for its specific use. If the
equipment (Solar Lenses) is ready and available for ANY income producing activity,
including leasing it out for advertising purposes, the owner may start claiming
depreciation of the asset.
B. Is there anything in the Kirton McConkie Tax Attorney Opinion letter that you wish
to challenge? If so, which parts? Cite tax code and statutory law.

1. We consider the word "Memorandum® to be synonymous with "opinion”. Kirton
MeConkie was paid 1o research all tax law pertaining to solar tax benefits and to
ascertain if our marketing plan was in full compliance with all tax codes and law. Our
tax attorneys affirm that we are in full compliance. If the IRS can find errors in either of
our tax attorney opinion letters, then we would have cause to sue the attorneys.

2. Kirton McConkie did write a request to rescind their "memorandum.” However, in their
"memorandum® there was no such stipulation for use restriction. Therefore, they cannot
rescind their letter for RaPower3 taxpayers. Doing so would risk a lawsuit

3. The tax attorney opinion letters fully cover the following topics: Sale vs, lease, Energy
Tax Credit, Energy Property, Cost Basis, Placed in Service, Depreciation, At-Risk
Limitations, Passive Activity Li , etc. So again, i is there any area
you wish to challenge? Reasons? Cite tax code and statutory law.

Gregg_P&R-001780
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November 2014

From: Greg Shepard [milio;greg @ rapower3 com]
Sent: November 15, 2014 1218 M Hello All
To: John Howell

Cet Rick Jamesorn: Ken Riter: Kemeth Alexander

The IRS is harassing some of you tax preparers. This comes in the farm of threats and then demands.  The threat
Subject: IRS Tactics Aginst Tax Preparers 16 T Mg some ot Prep : .

states RaPowers is a Tax Avoidance Scheme and you may face criminal charges if you don't give them confidential
information They may want your entire client list and then highlight your RaPower3 clients. What an invasion. The
IRS is running amok.  Just politely e-mail them back and say “What is the purpase of this? It appears you are
overreaching * They probably won't respond back. Just ignore them. There is no consequence for not complying
with these illegal demands. This advice comes from our attorney Paul Jones,

Twill continue to keep you informed. Hang in there and good luck

Regards, Greg

Greg Shepard
RaPower3

Chief Direetor of Operations
4035 South 4000 West
Deseret, UT 84624
801-699-2284

WWW rapowers3 com

NOTICE: This copyrighted email and any files transmitted with it are confidential and intended solely for the use of
the individual o entity to whom they are addressed and may be subject to legal privilege. If you have received this
email in error, please notify the system manager. You should not disseminate, distribute or copy this email. If you are
not the intended recipient, vou are notified that disclosing, copying, distributing or taking any action in reliance on
the contents of this information is strictly prohibited.

EXHIBIT
E Ltk
ouo1l Fa23- Riter_Kenneth-01066
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November 2015

Case 2:15-cv-00828-DN Document 2 Filed 11/23/15 Page 1 of 47

IN THE UNITED STATES DISTRICT COURT FOR THE
DISTRICT OF UTAH

UNITED STATES OF AMERICA.
Plaintiff,

Vs

RAPOWER-3, LLC, INTERNATIONAL
AUTOMATED SYSTEMS. INC., LTB1.

LLC.R. GREGORY SHEPARD.
NELDON JOHNSON. and ROGER
FREEBORN.

Defendants

Civil No. 2:15-cv-00828 DN
COMPLAINT FOR PERMANENT

INJUNCTION AND OTHER
EQUITABLE RELIEF

Judge David Nuffer

Plaintiff the United States of America. for its complaint against Defendants RaPower-3,

LLC, International Automated Systems. Inc., LTB1, LLC. R. Gregory Shepard, Neldon Johnson,

and Roger Freebom (collectively. “Defendants™). states as follows:

140

November 2017

Gregg v. Department of Revenue, 2017 WL 5900999 (2017)

2017 WL 5000009 (Or.Tax Magistrate Div.)
Only the Westlaw citation is currently available.
Oregon Tax Court,

Magistrate Division,

Income Tax.

Kevin M. GREGG and Michaele D. Gregg, Plaintiffs,

v
DEPARTMENT OF REVENUE,
State of Oregon, Defendant.

TC-MD 160068R

|
November 30, 2017

FINAL DECISION '

141

1. CONCLUSION

After careful consideration, the court concludes l‘la]nlif&
were not eligible to deduct depreciation and solar energy
credits from their income for the 2011 tax year pursuant to
ORS sections 162 and 183. The court also concludes that
Plaintiffs are not eligible for the deductions because they
did not meet their burden of proof that the solar lenses
were placed into service during the 2011 tax year, because
the venture lacked true economic substance, and that any
deductions are eliminated by the passive activity loss and
at risk limitation rules. Now, therefore,

IT IS THE DECISION OF THIS COURT that PlaintifTs'
appeal is denied.

IT IS FURTHER DECIDED that Defendant's request
that the court disallow Plaintiffs' depreciation deductions
related to Michaele Gregg's investment in the venture is
granted.

4/27/2018
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November 2017

Orth v. Department of Revenue, 2017 WL 5904611 (2017)

M. CONCLUSION

2017 WL 59045'1-_1 {QT-T‘_?X Magistrate Qi"-} After careful consideration, the court concludes Plaintiffs
Only the Westlaw citation is currently available. were not eligible to deduct depreciation and solar energy
Oregon Tax Court,
Magistrate Division,
Income Tax.
credits from their income for the 2011 tax year pursuant to
Matthew D. ORTH and Elizabeth D. Orth, Plaintiffs, ORS sections 162 and 183. The court also concludes that
V. Plaintiffs are not eligible for the deductions because they
DEPARTMENT OF REVENUE, did not meet their burden of proof that the solar lenses
State of Oregon, Defendant. were placed into service during the 2011 tax year, because
the venture lacked true economic substance, and that any
TC-MD 160075R deductions are eliminated by the passive activity loss and
| at risk limitation rules. Now, therefore,
November 30, 2017
. IT IS THE DECISION OF THIS COURT that Plaintiffs'
Opinion . .
appeal is denied
FINAL DECISION!
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While promoting the solar energy scheme,

Defendants made or furnished (or caused

others to make or furnish) gross valuation

overstatements as to the value of the solar
lenses.

26 U.S.C. § 6700(a)(2)(B)
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At Most, Defendants Paid $69.30 Per Sheet of Plastic

§3,500 per lens

e PLEX 579, Neldon Johnson Dep., vol. 1, 206:15-23
e PLEX 687, Robert Aulds Dep., 140:5-141:13; 146:17-147:5
e PLEX511

and thus a $1,050 tax credit may b
3800). If so, the entire down payment cc

f lens may also be available (Use IRS tax SPONSOTING ana
n in-pocket profit of anather 50-65% -
3% ypically, taxpayers may go back

] edit. Th US-001783
: . other Us001793

nd gair he g s

nt Act
I energ long with much ne

innovation.

Defendants Incurred No Other Expenses to Produce Each Lens

= All Defendants responded, under penalty of perjury,
that they had not incurred any such costs.

= PLEX 449, at 2, Response to Interrogatory No. 12
= PLEX 450, at 5, Response to Interrogatory No. 16
= PLEX 451, at 3, Response to Interrogatory No. 12
= PLEX 452, at 2, Response to Interrogatory No. 12

INTERNATIONAL AUTOMATED
SYSTEMS, INC.'S SUPPLEMENTAL
RESPONSES TO UNITED STATES' INTERROGATORY NO. 12: Identify the costs you incurred to produce each lens, including the
FIRST INTERROGATORIES
cost of procuring materials and manufacturing the final produet that you sold to customers.

Civil No. 2:15-cv-00828-DN-BCW RESPONSE NO. 12: IAUS does not incur any of the described costs as it does not produce
Judge David Nuffer Ph“f“_ﬂ' the lenses or materials related thereto. As such, IAUS is unable to provide further
Magistritc Judgs Evelyn Fussc E"l‘;b“

information on this interrogatory. Verification associated with this response can be found

in the public filings associated with [AUS. Specifically, the 10K and 109 filings.

145 ___e
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Defendants Incurred No Other Expenses to Produce Each Lens

= All Defendants responded, under penalty of perjury,
that they had not incurred any such costs.

= PLEX 449, at 2, Response to Interrogatory No. 12
= PLEX 450, at 5, Response to Interrogatory No. 16
= PLEX 451, at 3, Response to Interrogatory No. 12
= PLEX 452, at 2, Response to Interrogatory No. 12

RAPOWER-3, LLC'S
SUPPLEMENTAL RESPONSES TO
UNITED STATES’ FIRST
INTERROGATORIES

INTERROGATORY NO. 16: Identify the costs you incurred to produce each lens, including the

cost of procuring materials and manufacturing the final product that you sold to customers.

Civil No. 2:15-cv-00828-DN-BCW Notwithstanding this objection, and without waiving the same, RaPower-3 states

Judge David Nuffer Elaingir that it does not produce lenses, and as such, RaPawer3 has not incurred any costs o
Magistrate Judge Brooke C. Wells Exhibit
450 .
produce lenses, procure materials, or manufacture the final product.

146

Defendants Told Customers About the Price of a Solar Lens

T

o Yon Pk ' C\?

Greg Lemay
{963 B3 5352
- m:::ﬂm P Product Description:  Solar Lens
Number of Pleces; 2,300
(B0} 423-1453 Sl 0.0 %4512
$hip toz Inkeritpnal Automated Syseme, Inc. Thickness: Q.085"
79 East Main Street Unite Price: 5§52.18 =
Delta, Utah B4624 Total Price Pre-Terms: $109,578 Ylaske Lere 7
Credit Terms: 2% Cash up front discount P <
o Itarrascomal saanadnd Syst g, i Total Price Post Terms: $107,386.44 5 13, sy
526 North Mighway & L Uox é§é05?
Aglpm, Utah B4804 Fralght Terms: Freight Pre-paid Cm(l”m,n o#
_ _ — — — — |~ MNeedbyDate: February 2, 2009 | e
— Contact Information:  Randy Johason '7‘5;;53-59
{801) 592-8148

international Automated Systems, Inc.

s [-G. 2007 (e
sunﬁ;é oate i 818
President, CEQ

See also, PLEX 520: Plaskolite Invoices

Unit Price Between — [ E——— -
$52.18 and $69.30 | a0
147
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Defendants Made Gross Valuation Overstatements

APR 4 20l1 7/

e e

exuer_/ 60
G She pard]
=S -22-]

CitCourt, LLC

‘epasit on these 36 Solar Thermal Lenses is !
ey d!ﬁ'faﬂﬂymlpuyll!ﬂé 00 {3550 per lens). Your cost

E:
i
28
&%

148

An injunction is appropriate to prevent
Defendants from making false or fraudulent
statements as to material materials and from

making gross valuation overstatements in
connection with the solar energy scheme.

26 U.S.C. § 7408
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An injunction and other equitable relief

are necessary or appropriate to enforce

the internal revenue laws of the United
States.

26 U.S.C. § 7402

An Injunction is Necessary or Appropriate

= Each Defendant was a critical player in the solar energy
scheme.

= Each Defendant continually and repeatedly engages in
conduct that must be enjoined.

= Each Defendant knew or had reason to know that he was
making statements about tax benefits that were false or
fraudulent.

= Defendants are unapologetic.

= Defendants’ ongoing occupations and activity put them in a
position to continue the solar energy scheme.

= Defendants have caused serious harm to the U.S. Treasury.

151 e

4/27/2018
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Defendants Have Caused Serious Harm

to the U.S. Treasury.

Tax Benefits Claimed: Depreciation

Deposition Testimonya

153

Depreciation on Schedule C = PLEX 683, John Howell Dep., 186:3-

= Line 13 of Schedule C 190:23; 193:22-194:10; 194:19-200:20
= PLEX 697, Brian Zeleznik Dep.,

Schedule C “Business” or “Activity” éié)l(oeség I135f:22(;159:5D 1027

= Equipment Rental Services - A 0o, Feter bregg Dep., -

= Alternative Energy Systems %(1)3:'%51'21493'24'105'4' 105:15-106:2;

= Solar Energy

= Solar Panels

= Solar Thermal Lenses Trial Testimony

" RaPower-3 = Perez, Trial Tr. 828:5-829:7; 834:11-

= Sales: Solar Energy 836:14.

= QOlsen, Trial Tr. 1136:14-1137:18;
1139:8-1145:12.

= Williams, Trial Tr. 1022:18-1028:14.

= Jameson, Trial Tr. 1282:21-1289:11;
1289:15-1293:18; 1304:4-1306:8;
1307:2-1308:17.

4/27/2018
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Tax Benefits Claimed: Depreciation

155

Solar Tax Credit

Tax Benefits Claimed: Tax Credits

Deposition Testimonya

= PLEX 683, John Howell Dep., 186:3-
190:23; 193:22-194:10; 194:19-200:20

= PLEX 697, Brian Zeleznik Dep.,

= Property placed into

service in current year — 152:10-15, 152:22-159:5

= PLEX 689, Peter Gregg Dep., 102:7-

on Form 3468 103:25; 104:24-105:4; 105:15-106:2;
= Form 3468, line 14 — 112:7-124:9

carries over to Form : :

3800
= Computation of current ) i

year credit allowed on Trial Testimony

Form 3800 = Perez, Trial Tr. 828:5-829:7; 834:11-
= Carried over from line 38 836:14.

on Form 3800 to line 53 = Olsen, Trial Tr. 1136:14-1137:18;

08 tge second page of 1139:8-1145:12.

104

1307:2-1308:17.

= Williams, Trial Tr. 1022:18-1028:14.

= Jameson, Trial Tr. 1282:21-1289:11;
1289:15-1293:18; 1304:4-1306:8;

4/27/2018
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Tax Benefits Claimed: Tax Credits

forn 3468 Investment Credit %"’-—
= attach .
PUTTEL S0 | - toformmation sbout Forms 468 and e saperste inlruchons s =t sy g
Imﬁnm

W) o e
ROBERT K AOULDS & MERIA E GILLESPIE-AULDS

. [PartL[information Regarding the Election To Treat the Lessee as the Purchaser of Investment Cuﬂlt Property
. 1950) eleclion, provide the follosing

1 ou swe claiming the Fuesiment caedl 5 8 levees bosel on o seclon 4808 (63 n ffoc on Hverber 4, 15
one properly s @ lesser, ltach o0t showing e iformation Delow.

1 Mame of lessor

2 Addross of lessor - _

3 Descriplion of progerty

4 Amaunt far which yoo were reatad 2 having acuired the properly
Qualifying Muam:ed Coal Pﬂ:g:cll:mﬂll, Qualilylng “Gasification Project Credit,
Advanced Energy Pre

5 Chubtying avanced coal Wn credit (e InsTUCEanSE

12 Energy eredit:
- = Barloof property using guoltwnat aner or salar ensray (acauived befate Jnnuam 2006, and
SRAUHSLIE o CorsE S, racanstrucion, or evection by the xpayor befero. Jarksny 1, 2006)
-8

service during e b year see m‘rucﬂnns;

b Basis of praperty using sekar Bheninaian or soar eneray placed in service duin
Sccqiron aker Desemies 31, 2005, and e basis ,&c consiructon, gum
s \axpayer aher December 31, 2005 (soe mmw\s)

13 Enter tha appicable unused Investment credit from oy
14 Add lines 11e theough 11], 11m, 123, 12b, 12¢, 12h, 12§

t on Form 3800, bine da . 14 356,400,

Form 3168 (2012)

156 o

Tax Benefits Claimed: Tax Credits

roun 3800 General Business Credit -._E_n_.lT
+ tntormation about Form 3801 and
a9 + Attach fo your lax retur. fmoeen oo
e

Famat shanm o b
ROBERT K AULDS & MERIA E GILLESPL
Cul r Credit for Credits Not Allowed Against Tentative

and complete Fnrl(s) i belore ParQsT and m

1 Generol busingss credit from line 2 of ol Perts i wilh bask A chackied

2 Passive sciiity credits from line 2 of ail Pans il with box B chacked .

3 Enlor the applicable passiv acivity credits allavesl for 2012 (see insbuclions)

4 Canyfomward of general business credlit 1o 2012. Enter the amount from fine 2 of Part 11l
with box G cheshed, Soo instuctions for siatement [ atlach ...

5 Canyback of general businéss Gredi from 2013. Entar the amaunt fram line 2 of Part il with box
dhecked (see insbuctions) . .

& Addlines 1.2 4 and 6

uI.ns 3933

51 Enter the total eligibie small bissiness cred fam lin 6 of
2 vty oredts from ine 5 of 3 Farts Il wilh bux,
Gufa“ P:ﬂs it with box F chacked . 3

137,159,

| 293,550,

NE] 6,753,

37 Enter the smaller o lins 29 or g
8 ot o of Part | o 0 Par 1, ines 25 and 36, 300
belaw ma applicabie line of yous Fetum:

fviduals. i line 53, T040NR, lne 50 .. 3
«Cormorations. Form 1120 5 Part |, line 52 . 6,753.
*Estates and tnsts. Form le G, line 20 -

- Form 3600 G912

3 Craditallowed for the

157 o
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Tax Benefits Claimed

TY 2013-2016

Tax Preparer

John Howell

Kenneth Alexander
{Florida)

Richard Jameson

Other Preparers

Grand Total

(Texas)

{Utah)

Depreciation
Expense

$14,829,035

59,643,475

53,452,658
42,959,334

$30,884,502

Solar Energy
Credit

55,912,267

51,154,650

$921,900

51,856,930

$9,845,747

Tax Benefits Claimed

Tax Year | Depreciation Depreciation at Solar Energy

Expense Average Tax Rate* Credit

2013 46,779,925 $924,782 $2,926,905

2014 510,893,841 $1,542,568 54,053,787

2015 49,087,035 41,303,081 §1,903,915

2016 $4,123,700 $591,339 $961,140

Grand Total $30,884,502 $4,361,770 $9,845,747
* The average tax rate for TY2013 is 13.64%, TY2014 is 14.16%, and TY 2015 is 14.34%. IRS SOI (Statistics of Income) Tax Stats
website: hiips:www irs gov/statistics/soi-tax-stats-individual-statisti cal-tables-by-tax-raie-and-income-percentile. The average tax

rate for TY2016is not yet available, so the average tax rate from TY2015 is applied
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Tax Benefits Claimed

TY 2013-

2016

Tax Year

2013

2014

2015

2016

Grand Total

* The average tax rate for TY2013 is 13.64%, TY2014 is 14.16%, and TYZ015 is 14.34%. IRS SOI (Statistics of Income) Tax Stats
website: hitps.www.irs gov/statistics/soi-lax-stats-individual-statistica

Depreciation at
Average Tax Rate*

$924,782
51,542,568
$1,3203,081

$591,339

54,361,770

Solar Energy
Credit

52,926,905

44,053,787

51,902 918

$961,140

$9,845,747

I-tables-by-lax-rate-and-income-percentile. The average tax

Harm to Treasury

55,596,355

3,206,996

$14,207,517

rate for TY2016is not yet available, so the average tax rate from TY20

5 is applied
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Tax Returns in Evidence Claiming Tax Benefits
Relating to the Solar Lenses

= PLEX63:
= PLEX 64:
= PLEX65:
= PLEX66:
= PLEXG67:
= PLEX68:

= PLEX127:

= PLEX 128

= PLEX129:
= PLEX130:

= PLEX 131

= PLEX132:
= PLEX 158:
= PLEX 168:
= PLEX169:
= PLEX170:

= PLEX171

= PLEX172:
= PLEX173:

= PLEX 191

Form 1040 for Brian and Amy Zelenikfor TY2010 prepared by Bryan Bolander

Form 1040 for Brian and Amy Zelenikfor TY2011 prepared by Bryan Bolander

Form 1040 for Brian and Amy Zelenikfor TY2012 prepared by Kenneth Riter

Form 1040 for Brian and Amy Zelenikfor TY2013 prepared by Woodward & Associates
Form 1040 for Brian and Amy Zelenikfor TY2014 prepared by Woodward & Associates
Form 1040 for Brian and Amy Zelenikfor TY2015 prepared by Woodward & Associates
Form 1040X for Preston and Elizabeth Olsen for TY2008 prepared by Bryan Bolander
: Form 1040 for Preston and Elizabeth Olsen for TY2009 prepared by Bryan Bolander
Form 1040 for Preston and Elizabeth Olsen for TY2010 prepared by Bryan Bolander
Form 1040 for Preston and Elizabeth Olsen for TY2011 prepared by Bryan Bolander

: Form 1040 for Preston and Elizabeth Olsen for TY2013 prepared by Richard Jameson
Form 1040 for Preston and Elizabeth Olsen for TY2014 prepared by Richard Jameson
Form 1040 for “Andrea”
Form 1040 for Samuel and Gloria Otto for TY2010 prepared by Steven Carter

Form 1040 for Samuel and Gloria Otto for TY2011 prepared by Steven Carter

Form 1040 for Samuel and Gloria Otto for TY2012 prepared by Steven Carter

: Form 1040 for Samuel and Gloria Otto for TY2013 prepared by Steven Carter

Form 1040 for Samuel and Gloria Otto for TY2014 prepared by Steven Carter

Form 1040 for Samuel and Gloria Otto for TY2015 prepared by Steven Carter

: Portions of Patricia Lambrecht’s tax return for TY2009 prepared by Roger Halverson,

specifically Form 3800 and Schedule C

4/27/2018
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Tax Returns in Evidence Claiming Tax Benefits
Relating to the Solar Lenses

PLEX 308: Form 1040 for Peter and Ranae Gregg for TY2010, self-prepared

PLEX 314: Form 1040 for Peter and Ranae Gregg for TY2011, self-prepared

PLEX 315: Form 1040 for Peter and Ranae Gregg for TY2012, self-prepared

PLEX 316: Form 1040 for Peter and Ranae Gregg for TY2013 prepared by Richard Jameson
PLEX 317: Form 1040 for Peter and Ranae Gregg for TY2014 prepared by Richard Jameson
PLEX 389: Form 1040 for Mike and Jann Penn for TY2011 prepared by John Howell

PLEX 390: Form 1040X for Mike and Jann Penn for TY2011 prepared by John Howell

PLEX 391: Form 1040 for Mike and Jann Penn for TY2012 prepared by John Howell

PLEX 392: Form 1040 for Mike and Jann Penn for TY2013 prepared by John Howell

PLEX 397: Form 1040 for Robert and M. Gillespie-Aulds for TY2011 prepared by John Howell
PLEX 400: Form 1040X for Robert and M. Gillespie-Aulds for TY2010 prepared by John Howell
PLEX 401: Form 1040 for Robert and M. Gillespie-Aulds for TY2012 prepared by John Howell
PLEX 402: Form 1040 for Robert and M. Gillespie-Aulds for TY2013 prepared by John Howell
PLEX 403: Form 1040 for Robert and M. Gillespie-Aulds for TY2014 prepared by John Howell
PLEX 404: Form 1040 for Robert and M. Gillespie-Aulds for TY2015 prepared by John Howell
PLEX 446: Form 1120S for Shepard Global, Inc. for TY2014 prepared by Richard Jameson
PLEX 598: Form 1040 for Charles and Tammy Kowing for TY2014 prepared by John Howell
PLEX 599: Form 1040 for James and JoAnn Woodson for TY2013 prepared by John Howell
PLEX 634: Form 1040 for R. Gregory and Diana Shepard for TY2013 prepared by Richard Jameson
PLEX 635: Form 1120 for Shepard Global, Inc. for TY2013 prepared by Richard Jameson
PLEX 636: Form 1040 for R. Gregory and Diana Shepard for TY2014 prepared by Richard Jameson
PLEX 761: Form 1040 for Lynette Williams for TY2010 prepared by Bryan Bolander

PLEX 763: Form 1040 for Lynette Williams for TY2011 prepared by Bryan Bolander

163

Tax Returns in Evidence Claiming Tax Benefits
Relating to the Solar Lenses

= PLEX 766: Form 1040 for Frank and Lisa Lunn for TY2009 prepared by Woodward & Associates

= PLEX 767: Form 1065 for Kahuna Builders, LLC (Frank Lunn) for TY2010 prepared by Woodward
& Associates

= PLEX 768: Form 1040 for Frank and Lisa Lunn for TY2010 prepared by Woodward & Associates

= PLEX 769: Form 1065 for Kahuna Builders, LLC (Frank Lunn) for TY2011 prepared by Woodward &
Associates

= PLEX 770: Form 1040 for Frank and Lisa Lunn for TY2011 prepared by Woodward & Associates
= PLEX 771: Form 1040 for Frank and Lisa Lunn for TY2012 prepared by Woodward & Associates

= PLEX 772: Form 1065 for Kahuna Builders, LLC (Frank Lunn) for TY2013 prepared by Woodward
& Associates

= PLEX 773: Form 1040 for Frank and Lisa Lunn for TY2013 prepared by Woodward & Associates

= PLEX 774: Form 1065 for Kahuna Builders, LLC (Frank Lunn) for TY2014 prepared by Woodward
& Associates

= PLEX 775: Form 1040 for Frank and Lisa Lunn for TY2014 prepared by Woodward & Associates
= PLEX 779: Form 1120S for Shepard Global, Inc. for TY2015 prepared by Richard Jameson
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Defendants’ Organized Response to IRS

PLEX 9
PLEX 10
PLEX 51
PLEX 52
PLEX 69
PLEX 70
PLEX 71
PLEX 72
PLEX 73
PLEX 75
PLEX 76
PLEX 78
PLEX 89
PLEX 116
PLEX 117
PLEX 143

PLEX 145
PLEX 147
PLEX 155
PLEX 156
PLEX 157
PLEX 225
PLEX 226
PLEX 227
PLEX 228
PLEX 229
PLEX 230
PLEX 231
PLEX 255
PLEX 267
PLEX 269
PLEX 271

PLEX 278
PLEX 279
PLEX 282
PLEX 283
PLEX 284
PLEX 285
PLEX 286
PLEX 287
PLEX 290
PLEX 293
PLEX 298
PLEX 299
PLEX 305
PLEX 325
PLEX 328
PLEX 329

PLEX 335
PLEX 336
PLEX 338
PLEX 340
PLEX 341
PLEX 440
PLEX 481
PLEX 553
PLEX 556
PLEX 557
PLEX 601
PLEX 602
PLEX 606
PLEX 625
PLEX 626

Disgorgement is necessary or
appropriate to enforce the Internal

Revenue Laws.

26 U.S.C. § 7402(a)
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CETr—

*
= Performance Guarantee g,O Q‘:P
= Free Maintenanca AT AN
» No-cost 3rd-Party Operation o ¥ u“'x
= Liability Insurance Included \\U“ ,b\)
« Lifetime Warranty q‘é\a & *Deprediation Tax Bracket  In-Pocket Benefit
> ,,_0" 10‘*‘ 012 20% $3,570
A
g W12 25%  §4.462
o> E
I P 2012 30%  $5.355 UT
LEGEND:
136 Lenses per Tower » 1,800 Lenses per Megawatt » 5-6 Acres per Megawatt
EXHISIT

RaPower3: 10 LENS PURCHASE

Purchases can be from One to a Thousand Lenses

$820 per year for 30
RaPower3 = = O&M

1.4 X
MONEY BACK

NET ZERO EXPENSE

ENVIRONMENTALLY FRIENDLY
1. Mo special land preparatian
2. Very litte water used

Power Purchase Agreement

Solar = 2,000 Operating Hours per Year

Freeborn_Roger-00066

See also PLEX 777 _

YOU GET:

PLUS

167

RaPower3 * o&M

For your up-front payment ...

© $10,500 in Tax Credit
) ) 2

© $29,750 in Depreciation 0

« $20,000 in Bonuses

« $27,900 in Lease Payments

* Performance Guarantee

* Free Maintenance

* No-cost 3rd-Party Operation
« Liability Insurance Included
o Lifetime Warranty

I Rs . ’Le;\”n’& 2012 30% %5,355 UTILITY
.

RaPower3: 10 LENS PURCHASE

Purchases can be from One to a Thousand Lenses

$820 per year for 30 years

14X
MONEY BACK
NET ZERO EXPENSE

ENVIRONMENTALLY FRIENDLY
1. No special land preparation

Power Purchase Agreement

Y 2. Very little water used
o *
1 & L J
Cia s\y
& «o® *Depreciation _ Tax Bracket In-Pocket Benefits ‘L
Q‘e" ° 2012 20% $3,570
19° ,\oe" 2012 25% $4,462

LEGEND:
136 Lenses per Tower ¢ 1,800 Lenses per Megawatt ® 5-6 Acres per Megawatt
Solar = 2,000 Operating Hours per Year
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RaPower3: 10 LENS PURCHASE

Purchases can be from One to a Thousand Lenses

RaPower3

14X
MONEY BACK
NET ZERO EXPENSE

IRS

169

Disgorgement: RaPower-3

RaPower-3, LLC
Gross Receipts 2009-2016

Plaintiff
Exhibit
Eey

= RaPower-3, LLC does not
generate revenue from any
source other than selling lenses

Grand Total: $25.310.670 in the solar energy scheme.
Years Bumm of Azsout = Pl. Ex. 682, RaPower-3, LLC
e sl 30(b)(6) Dep., 32:16-33:14;
ot | 2 847 12057 36._14-39.16, _66.1-12 _

2012 $4.131.501 86 = Reinken Testimony, Trial Tr.
013 $5.573.907.07 863:18-866:18; 866:19-868:24
2014 | $5,032,267.06
2015 $4.493.974 47 . .
e = This amount is reasonable
Craf::lll';otal | siéﬁfgi‘lnl}ig given PLEX 742B and PLEX

749.
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Disgorgement: RaPower-3

i
e

Puchase Data: TRAZZDIZ 12152 P
RaPowser3 LLC TO:  COOKAES ILC
4035 South 4000 West 2608 SHAGEARK SE
Daseret, UT. 84624 GRAND RAPIDS, M, 49546
Qrdar Information o
Brssr 1B 7427082202 15
Unls Purchosed  Rescelption Down Poyment  Fall Wait Prlco
00 0 vt Solar Thermpl Lens 10500000 430000000
Dvador Payrmants
Papamont Dals Payment Tups Paymant Recisue ayment Amount
T Chocc Vs 0500050
En] Chack Yos 5008
73 Chade ves §3300000
sz Chedk ves 11600000
Raceivad Paywant Count: 1
Amount Paid: f205.00000
(Doss net roliact parding payments)  Dolinge: tnoo
[ DEP
oL

171

Disgorgement: International Automated
Systems, Inc.

Fiscal Year Ended

$2,360,250 PLEX 852, p. 59
Buck Testimony, Trial Tr.
257:7-258:20; 271:9-
272:12; 293:1-294:11;
312:5-15.
PLEX 371, p. 63

June 30, 2016 $3,077,839 PLEX 507, p. 20, 35

June 30, 2010

Total $5,438,089

4/27/2018
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Disgorgement: International Automated

Systems, Inc.

Customer Deposits and Revenue Recognition - The terms of sale ofa System provides foran initial cash deposit of $9,000 at the date the
agreement is signed and thirty annual payments of $700 (with no stated interest), totaling 521,000, commencing five years following the
installation date. As of June 30, 2009, the Company had entered into contracts and received depasits to build, install and maintain
approximately 200 Sysiems

Under the terms of sale, the Company warrents that the Systems will remain in good operating condition for a thirty-five year pediod
commencing on the installation date and that it will b for all material, equij d labor costs incurred to complete such
‘maintenance and repair work. In addition, the Company warmants a production mie of 95% of the target production mte of 250,000,000
BTU' per year for the first five years., 1f the energy produced during the first five years is less than five times the wamanted production
rate, the purchaser may elect to terminate the agreement and will have no further obligation other than to retum the System to the
Company. The initial cash deposit will not be returmed.

“The deposits reccived have been recorded as customer deposits and included as current liabilitics in the financial statements since the
Company has not verified the encrgy output and has not yet delivered electricity from the Systems fo a third party as of Jane 30,
2009, Therefore, for all of these agreements, the cusiomers may request & retum of their deposits since the Company has not verified
output ofthe energy. The Company will begin to resognize revenue ancs the Systems cncray output has been verified (salenble energy
is produced) and once it is ahle to estimate its costs associated with the wamanty,

NOTE 9 - CUSTOMER DEPOSITS

During the years ended June 30, 2009 and 2008, the Company received customer deposits totaling $954,000 and §99,000, respectively,
and refunded deposits totaling $0 and $9,000, respectively, relating (o contract agreements to build, install and maintain altemate solar
energy systems.

The total emount of customer deposits at June 30, 2009 and 2008 was §1.757,250 and $803,250, wspestively, The agreements provide
that the Company will deliver, install and startup the altemate solar energy system prior to June 30, 2009, The Company has and
continues to work toward delivering, installing and starting up the altemate solar energy system, but the energy cutput has not been
verified. Therefore, for all of these agreements, the customers may request a retum of their depusits since the Company hes not verified
cutput of the encsgy.

ey 175 e

CiliCour, LLE

at 53

o [

oaTELA ] 5 - fifi

GiliGourt, LLE:
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Disgorgement: Neldon Johnson
for Solco I, LLC
= Solco I, LLC does not generate
revenue from any source other
Solco I, LLC than selling lenses in the solar
Gross Receipts 2010-2016 energy scheme.
Grand Total: $3.434.992 = PLEX 579, Johnson Dep., vol. 1,
82:-8-85:2
. Sumof = PLEX 581, IAS 30(b)(6) Dep.,
T 310 38:10-40:6; 45:4-21
2011 $5.2001 05 = PLEX 673, LTB1, LLC 30(b)(6)
w2 | e Dep., 78:22-79:5; 79:12-80:9;
ol gcn 81:12-21
2013 $891,859.29
014 $1,138,606.87 = PLEX 38
2015 $59.630.45 = PLEX 325
2016 | $57.650.08 = PLEX 495
Grand Total §3,434,992.29
= Reinken Testimony, Trial Tr.
863:18-866:18; 870:3-871:7
173
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Disgorgement: Neldon Johnson for
XSun Energy, LLC
= XSun Energy, LLC does not
XSun Energy, LLC generate revenue from any
Gross Receipts 2011-2016 source other than selling lenses
in the solar energy scheme.
Grand Total: $1.126,888
= PLEX 579, Neldon Johnson
. Dep., vol. 1, 79:8-81:7; 82:8-10
Years Sum of Amount -
2011 $442,355.43 Z|7__[;X1881, IAS 30(b)(6) Dep.,
2012 $660.462.57 et
2013 $21,298.73 = PLEX 208
2014 $1,170.10 | = PLEX 355
2015 $813.17
2016 §788.18 | = PLEX 356
Grand Total $1,126,888.18 | = PLEX 510
= PLEX 743, p. 11
Plaintiff
Exhibit
e = Reinken Testimony, Trial Tr.
863:18-866:18; 871:10-872:14

Disgorgement: Neldon Johnson in his
Individual Capacity

Neldon Johnson
Gross Receipts 2008-2016

- Rl TS Grand Total: $623,449
Trial Tr. 863:18-
866:18; 874:5-875:15
Years Sum of Amount
2008 $309,595.69
2009 5148,470.80 )
2010 $42,121.96
e 2011 $109,045.00
Exhibit 2012 $3,933.47
= 2014 $1,000.00
2015 $8,282.58
. 2016 $1,000.00
Grand Total $623,449.50
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Disgorgement: Neldon Johnson in his
Individual Capacity

= Checks from International Automated Systems,
Inc. to Neldon Johnson B e——
- PLEX 646 |
— PLEX 744, pages 3, 5, 9, 11, 15, 16, 17, 20

= Checks from International Automated Systems,
Inc. to NP Johnson Family Limited Partnership
— PLEX 647 (also on page 17 of PLEX 743)

= Checks from International Automated Systems,
Inc. to Neldon Johnson’s family members
— Glenda Johnson: PLEX 648
— LaGrand, Randale PLEX 744

= Checks from Cobblestone Centre to Neldon
Johnson’s family members
— Randy Johnson: PLEX 650

= Checks from RaPower-3, LLC to Neldon
Johnson’s family members
- PLEX 743

= Check form Xsun Energy to Glenda Johnson
— PLEX 743, page 11

= Checks from RaPower-3, LLC to Neldon i
Johnson 1

— PLEX 743, page 56 ] —
— PLEX 743, page 65 exeir_£7
— PLEX 743, page 79 B LErT YR
Chece 798 fm: 410000 D e nes e ey | owre:_{ 0= 317
CiliCourt, LLG

Disgorgement: Neldon Johnson Summary

Individual Capacity $623,449
Solco I, LLC $3,434,992
Xsun Energy, LLC $1,126,888

Total $5,185,319

And Neldon Johnson should be jointly and severally liable for the disgorgement of
RaPower-3, LLC and International Automated Systems:

Total From Above $5,185,319
RaPower-3, LLC $25,310,670
1AS $5,438,089

Total $35,934,078
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Disgorgement: R. Gregory Shepard

* Received gross receipts from his activity related
to the solar energy scheme.

* He was paid by International Automated
Systems, Inc. and RaPower-3, LLC.

 His entity, Shepard Global, Inc., was paid by
RaPower-3, LLC for his activity related to the
solar energy scheme.

178 __m

Disgorgement: R. Gregory Shepard

SUMMARY e |

COMMISSION CHECKS FOR DEC. 2008 e ks E Yo
' — I -
1. Lynette Williams: $5,400 to Greg Shepard in Jan, 09 Plaintify
2. Mo & Janeen Myers: $1,800 to Greg Shepard in Jan. 09 Exhibit

3. Mike Kirwan/K & Sun, LLC: $4,500 to Greg Shepard in
Jan. 09 and 84,500 to Tom Day in Jan. 09

4. Patty Lambrecht/ILIOS,LLC: $22,500 to Ryan Davies in r o
Jan. 09 and $22,500 to Greg Shepard to be paid as e 16867,
ron‘)ws: ZFT ), INTERNATIONAL AUTOMATED SYSTEMS INC. e

&&: ) 1250 880E.
A, $2,700 to Matt Shepard in Dec. 08 . o L
B. $6,000 to Andrea Shepard in Dec. 08 oo T 31100 milkase
C. $6,000 to Greg Shepard in Dec. 08 PAY R —— e
TOTE
Sl . TR

D. §5,000 to Andrea Shepard in Jan. 09
) —g ‘. 2,800 to Greg Shepard in Jan. 09

£ X Vau ] oy Sy o i e 8 / /
ADDRESEE Yaughar: D0 o Gwg Skeprd Taw DY V. 4 ]
mmw_J 0000270000/ j
5;“'9 5 Check: 16867 Amount: $2,700,00 Date: 3/20/2006 HIN # 227101001007715
oaTe_ i g
CitiCourt, LG
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2006
2007
2008

2009

2010
2011
2012
2013
2014
2015
2016
2017

Disgorgement: R. Gregory Shepard

I S

$11,700
$4,500
$3,600
+$11,100
$19,000
+$1,400
$15,000
$9,000
$55,829
$82,603
$89,629
$127,308
$169,332
$102,000

TOTAL $702,001

PLEX 411, Trial Tr. 1596:5-21
PLEX 411; Trial Tr. 1596:22-24
PLEX 411; Trial Tr. 1596:25-1597:2
PLEX 445

PLEX 411; Trial Tr. 1597:3-5
PLEX 445

PLEX 411; Trial Tr. 1597:6-8
PLEX411; Trial Tr. 1597:9-11
PLEX411; Trial Tr. 1597:12-15
PLEX 411; Trial Tr. 1597:16-18
PLEX 411; Trial Tr. 1597:19-21
Trial Tr. 1296:19-13

Trial Tr. 1297:19-1301:3

Trial Tr. 1597:22-1598:21

For all these reasons, we ask the Court
to enter all the equitable relief we

request:

Enjoin Defendants
Order Disgorgement
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