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UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF TENNESSEE 

KNOXVILLE 
 
UNITED STATES OF AMERICA  )      
       ) 
v.       )  3:11-CR-86  
        )  JUDGES GUYTON / PHILLIPS 
JOHN OLIVER THREADGILL,  ) 
 

UNITED STATES’ SENTENCING MEMORANDUM 
  

 The United States of America, by the United States Attorney for the Eastern 

District of Tennessee submits the following sentencing recommendations with 

respect to the defendant, John Oliver Threadgill.  For the reasons set forth herein, the 

United States respectfully requests that Threadgill receive a sentence of 60 months 

imprisonment, which is the statutory maximum for his offense.  Such a sentence 

would be consistent with the nature of Threadgill’s offense and the factors set forth in 

18 U.S.C. § 3553.  In addition, the Court should overrule the defendant’s Objections 

to the Presentence Report (Docket No. 51) and deny the Defendant’s Motion for 

Downward Departure and/or Variance (Docket No. 52). 

 Based upon the loss amount associated with Threadgill’s offense, the applicable 

base offense level is 24..  See U.S.S.G. §§ 2T1.1(a)(1) and 2T4.1(J).  To this amount, 

two additional levels are added in accordance with U.S.S.G. §§ 2T1.1(b)(1) 

(sophisticated means), resulting in an adjusted offense level of 26.  As correctly noted 
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in the Presentence Investigation Report, Threadgill’s criminal history category is I.  See 

PSR at para. 35.  Accordingly, the Guideline range for Threadgill is a period of 

imprisonment of 63 to 78 months.  While a sentence in this range is plainly warranted 

in light of this defendant’s conduct, the maximum term of imprisonment for a tax 

evasion offense is statutory capped at “not more than five years.”  See 26 U.S.C. 

§ 7201.  Accordingly, the Court should impose a sentence of 60 months.  In addition, 

Threadgill should be ordered to pay restitution to the United States consisting of all 

unpaid tax liabilities for the years at issue, together with any applicable penalties, 

statutory assessments, and the costs of prosecution.  Id.   

FACTUAL SUMMARY 

 Over the course of a three-day jury trial, the United States presented the 

testimony of numerous witnesses and thousands of pages of exhibits for the purpose 

of demonstrating that the defendant, John Oliver Threadgill, had engaged in the 

willful evasion of payment of his taxes for the period spanning 1985 through 2004. 

The Government’s provided IRS testimony regarding the assessment of 

Threadgill’s taxes and his failure to pay what he owed.  The prosecution also 

submitted evidence of the defendant’s law firm records, which were provided to 

Threadgill’s accountants.  The jury heard testimony regarding how Threadgill paid for 

numerous personal expenses out of the law firm bank accounts, including everything 
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from his children’s educational costs to vacations.  Additional testimony was offered 

concerning the defendant’s creative mechanisms for paying himself in ways that 

created no withholding.  The jury heard about how Threadgill treated his pay in 2001 

as a “loan to shareholder,” then subsequently changed the law firm’s name and 

employer identification number (EIN) – a trick that caused both the compensation 

and any liability on the company books simply to vanish.  All of this was done with 

the purpose of creating the appearance that Threadgill had no funds with which to 

pay his taxes and hiding his true earnings and assets from the IRS. 

 Other witnesses discussed the manner in which Threadgill purchased property 

that was held in the name of a trust.  The jury heard about the defendant’s purchase 

of his present residence at Water Place Way property, the property that he later 

conveyed to a nominee trust after being contacted by the IRS regarding unpaid taxes. 

 The United States provided the testimony of four IRS witnesses, who provided 

additional facts directly related to the defendant’s tax evasion.  The jury heard about 

the defendant’s submission of an offer to compromise his tax liability for an amount 

far less than what he was able to pay, and how multiple offers in compromise can be 

filed in order to delay collection.  An Internal Revenue Officer described her attempt 

to contact the defendant and collect his unpaid taxes, and talked at length about how 

some of Threadgill’s actions could amount to tax evasion (e.g., transfer of property to 
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a nominee, successive offers in compromise, the use of business accounts to make 

personal expenditures, the comingling of business and personal accounts, the 

maintaining of a lavish lifestyle, and attempts to delay collection long enough for the 

collection statute of limitations to expire).  An Internal Revenue Agent talked about 

how she had quantified the defendant’s expenditures of funds, both to address the 

willfulness component of tax evasion, and to show how the defendant used his law 

firm accounts for personal expenditures and to finance a self-indulgent lifestyle.  

Finally, the retired IRS Special Agent who had been the lead investigator for the case 

pulled together the facts presented earlier into a clear analysis of how the defendant 

had evaded the payment of his taxes.  She examined each of the elements of evasion 

that were set forth in the indictment.  She discussed Threadgill’s use of his law firm 

accounts in a manner that both disguised assets that could have been used to pay 

taxes and thwarted IRS collection efforts.  She talked about how Threadgill kept his 

books and ledgers, thereby concealing the true nature of his expenditures, and how he 

paid himself in ways that avoided withholding.  Finally, she discussed the defendant’s 

purchase of the residence at 1005 Water Place Way and his transfer of that property 

to a nominee entity in order to place it beyond the reach of the IRS. 

Following two days of deliberation, the jury returned a verdict finding the 

defendant guilty as charged.  Based upon the facts demonstrated at trial, and other 
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factors as discussed in 18 U.S.C. § 3553, Threadgill should receive statutorily-capped 

maximum sentence of 60 months. 

2. Discussion 

a. The factors stated in 18 U.S.C. ' 3553(a)(2) favor 
the imposition of a Guideline sentence.  

 
As the Court and the defendant are aware, the sentence to be imposed should 

be Asufficient, but not greater than necessary@ to meet the following needs as set forth 

in 18 U.S.C. ' 3553(a)(2): 

(A) to reflect the seriousness of the offense, to promote respect for the law, 
and to provide just punishment for the offense; 

 
(B) to afford adequate deterrence to criminal conduct; 

 
(C) to protect the public from further crimes of the defendant; and  

 
(D) to provide the defendant with needed educational or vocational training, 

medical care, or other correctional treatment in the most effective 
manner. 

 
Adherence to the Guidelines is particularly important in the case of criminal tax 

offenses, because of the important public policy goals that the tax laws seek to 

achieve.  As stated in the Introductory Comments to the Part T of the Guidelines: 

The criminal tax laws are designed to protect the public interest in 
preserving the integrity of the nation’s tax system.  Criminal tax 
prosecutions serve to punish the violator and promote respect for the 
tax laws.  Because of the limited number of criminal tax prosecutions 
relative to the estimated incidence of such violations, deterring others 
from violating the tax laws is a primary consideration underlying these 
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guidelines.  Recognition that the sentence for a criminal tax case will be 
commensurate with the gravity of the offense should act as a deterrent 
to would-be violators. 
 

The policy goals that are unique to tax offenses would be satisfied through the 

imposition of a sentence within the applicable Guideline range, and such a sentence 

would be sufficient, but not greater than necessary, to advance the goals set forth in 

18 U.S.C. § 3553.  A sentence at even the bottom of the Guideline range of 63 to 78 

months, however, would exceed the statutory maximum of 60 months as prescribed 

by 18 U.S.C. § 7201.  Accordingly, the United States respectfully requests that 

Threadgill be sentenced to a period of imprisonment of 60 months. 

(1) Seriousness of the offense 

The income tax system in the United States relies heavily upon the voluntary 

compliance of taxpayers in correctly computing and paying the taxes they owe.  For 

this reason, the willful attempt to defeat and evade one’s tax obligations is a serious 

offense, punishable by a fine of up to $250,000, imprisonment of up to five years, and 

the payment of the costs of prosecution.  See 26 U.S.C. § 7201.  A sentence of 60 

months is necessary in this case to reflect the seriousness of Threadgill’s offense, to 

promote respect for the law, and to provide just punishment.  See 18 U.S.C. 

§ 3553(a)(2)(A). 
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Various aspects of this defendant’s offense significantly augment its 

seriousness, along with the particularized need for punishment that would promote 

respect for the law.  For decades, Threadgill was aware of his tax liabilities – for most 

years at issue, the tax liabilities were assessed based upon the tax returns that he filed.  

Instead of paying the taxes, however, he engaged in various actions for the purpose of 

defeating or evading payment.  And, despite learning in 2006 that he was under 

criminal investigation by the IRS, he still took no actions to bring his conduct into 

conformity with the law. 

 (2) Deterrence 

A Guideline sentence is also warranted under Section 3553(a)(2)(B) and the 

need for a sentence that would deter future criminal conduct.  As noted above in the 

discussion of the Introductory Comments to Part T of the Sentencing Guidelines, the 

range of potential punishments embodied in the Guidelines are specifically designed 

to punish the violator and promote respect for the tax laws.  The overarching 

consideration of the Guidelines, as they relate to tax offenses, however, is deterrence.  

From the standpoint of sentencing, deterrence takes two forms:  (1) specific 

deterrence, to deter similar crimes by the defendant who is being sentenced, and (2) 

general deterrence, to deter criminal actions by others who may contemplate 
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committing similar offenses.  A Guideline sentence in the present case would serve 

both purposes.   

Specific deterrence, or deterrence that is directed toward a particular defendant, 

is a significant factor in this case.  The evidence presented at trial presents a clear 

picture of an individual who went to extraordinary lengths to avoid the payment of his 

taxes.  Not only did Threadgill commit tax evasion, he did so in a flagrant manner.  

While failing to pay his taxes and submitting offers to compromise his tax liabilities 

for much less than the amounts due, he sent his children to private schools and paid 

for lavish vacations and country club dues. 

In addition to providing specific deterrence, the sentence in this case should be 

sufficiently severe to provide general deterrence.  The nation’s tax system can only 

function in an environment in which taxpayers can trust that everyone is required to 

pay his fair share and that those who seek to cheat the system will be punished.  Since 

only a limited number of criminal tax matters are prosecuted, the sentences that are 

handed down by courts must deter future tax crimes.  This requirement is particularly 

necessary in the case of an attorney, who has committed himself to upholding the law 

and advancing the cause of justice.  Permitting an attorney to face anything less than a 

Guideline sentence for the crime of tax evasion would send a particularly negative 
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message to the public, that individuals can shirk their tax obligations without facing 

any significant penal sanction. 

(3) Protecting the public 

Title 18, United States Code, Section 3553 (a)(2)(C) states that the Court should 

consider the extent to which a sentence is needed to protect the public from further 

crimes by a defendant.  As discussed above, tax evasion jeopardizes public confidence 

in the fairness of the tax system and indirectly harms every law-abiding taxpayer.  The 

defendant’s unmitigated pattern of tax evasion, committed over more than a decade, 

suggests that Threadgill will continue to avoid his tax obligations unless he learns that 

there will be a significant penal consequence for doing so.  Accordingly, a sentence of 

60 months would serve the important purpose of protecting the public from future 

crimes by Threadgill.  

    (4) The need for medical treatment 

In determining the appropriate sentence in accordance with 18 U.S.C. ' 3553, 

the Court is also guided by the statute to consider the need Ato provide the defendant 

with needed educational or vocational training, medical care, or other correctional 

treatment in the most effective manner.@  See 18 U.S.C. ' 3553(a)(2)(D).  It appears 

that Threadgill suffers from no unique medical condition that would elevate this 

factor above others in determining an appropriate sentence.  The defendant’s medical 
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conditions, as noted in the PSR, are common and of the type routinely addressed 

through the health care afforded by the Bureau of Prisons.  In light of his age, 

education, and work experience, there is no need to provide Threadgill with 

educational or vocational training. 

b. Additional factors favor the imposition of a 60 month sentence. 
 

 Based upon the nature of the defendant’s offense, viewed in light of the factors 

set forth in 18 U.S.C. § 3553, a sentence of 60 months is appropriate.  Such a sentence 

is further supported by the overall lack of remorse and candor shown by Threadgill 

regarding his offense. 

The defendant’s actions occurred over a lengthy period of time, and resulted in 

harm to other individuals.  Threadgill’s conduct cannot be described as a momentary 

lapse in judgment.  Rather, it was a carefully orchestrated pattern of conduct that took 

place over decades.  His actions are indicative of a pervasive lack of candor that, even 

at this point, remains unchanged.1  

                                                 
1 The United States notes that at his initial appearance, Threadgill filed a financial affidavit and was 
appointed free representation through Federal Defender Services.  Upon learning that his case was 
going to trial, however, Threadgill fired his FDS attorney and hired private counsel.  Financial 
affidavits submitted in support of a request for appointed counsel are not placed on a public docket 
and are unavailable for inspection by the Government.  The Court may wish to inquire into the 
assets that were listed on Threadgill’s affidavit, however, particularly in order to determine whether 
he disclosed any ownership interest in 1005 Water Place Way or his vehicles, which were presumably 
held in a trust. 
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It is particularly noteworthy that Threadgill still fails to take responsibility for 

his offense, even at this stage of the proceedings.  In his Sentencing Memorandum, 

the defendant seeks to avoid incarceration by stating that he “has accepted his 

mistakes and has devoted himself to repaying his community.”  See Defendant’s 

Sentencing Memorandum at 1 (Docket No. 50).  He goes on to claim that he has 

“repented of his mistakes.”  Id.  Although the term “mistake” is found seven times in 

his memorandum, Threadgill fails at any point to describe those “mistakes” or admit 

any real wrongdoing.  Indeed, in his motion for acquittal, he sought to have 

overturned what he regarded as a completely incorrect jury verdict.  Threadgill’s 

Objections to the Presentence Report reiterates the same criticisms of the verdict. 

 Even in the portion of his memorandum entitled “Nature and Circumstances 

of The Offense,” (Sentencing Memorandum at 6) Threadgill does no more than 

explain how that his ownership of a “large boat” resulted in tax audit and the 

assessment of a significant tax deficiency that he was unable to resolve through an 

offer in compromise.  He fails, however, to take responsibility for the actions that 

actually led to his prosecution.  The defendant’s memorandum is completely devoid 

of any mention, for example, of the manner in which he used nominee accounts and 

trusts to place assets beyond the reach of the IRS, or how that he structured his 

business affairs in ways that would not result in any withholding.  While claiming to 
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be “repentant,” nothing in Threadgill’s memorandum acknowledges that he engaged 

in any criminal actions at all. 

 Threadgill’s absence of any true remorse with respect to the acts leading to his 

conviction renders highly unconvincing, from the standpoint of justifying leniency, 

the character statements that were presented by individuals on his behalf.  Several 

persons who have written letters asking that Threadgill be spared incarceration have 

made reference to his volunteer service at church -- service that is certainly laudable.  

Such actions fail, however, to provide a basis for allowing Threadgill to escape 

punishment for his crime.  Moreover, Threadgill’s unwillingness to accept his guilt 

cannot be squared with the character statements offered in his support.  For instance, 

the defendant quotes from a letter provided by his rector, The Reverend Dr. Howard 

Hess, who writes that Threadgill “is contrite for what he has done as well as what he 

has not done” and speaks of the “extensive spiritual work that Mr. Threadgill has 

undertaken with [him] during the last two years.”  Contrition, however, presupposes a 

clear recognition of the wrong that has been done.  There is no evidence that 

Threadgill, however, during the past two years accepted his guilt at all.  Instead, he 

forced that his guilt be proven through a trial and a jury verdict, which he still 

presumably opposes as incorrect. 
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Equally unsettling is Threadgill’s statement that he has “devoted himself to 

repaying his community.”  See Sentencing Memorandum at 1.  In like manner, Dr. 

Hess states that Threadgill “intends to do all in his power to make this right.” Id. at 3.  

The meaning of these assertions is unclear.  What is clear, however, is that Threadgill 

has neither accepted the wrongfulness of his actions nor sought to repay the back 

taxes that he has accumulated over more than a decade.2 

 Threadgill states in his brief that “[t]he defendant in this case is not an ordinary 

criminal defendant.”  Id.  The United States agrees.  Following felony convictions, 

white collar criminal defendants will often admit the wrongfulness of their actions and 

seek to provide some measure of recompense to those they have harmed, if for no 

other reason than to demonstrate that they should receive a lighter sentence.  That has 

not happened with Threadgill.  He continues to live in an exclusive gated community, 

in a villa that he purchased, in part, with unearned legal fees obtained from Katherine 

                                                 
2 Although Threadgill willfully evaded his taxes, he nonetheless credits himself with not having filed 
bankruptcy.  To quote his memorandum, “[h]e apparently could have simply declared bankruptcy 
(and was so advised), and the IRS would never have been able to collect the full debt.  He did not do 
so.”  Sentencing Memorandum at 9.  In reality, taxes are excepted from discharge in bankruptcy to 
the extent a debtor, in any manner, attempted to defeat or evade either their assessment or payment.  
See 11 U.S.C. § 523(a)(1)(C); In re Gardner, 360 F.3d 551, 557 (6th Cir. 2004).  In re Toti, 24 F.3d 806 
(6th Cir.), cert. denied, 513 U.S. 987 (1994).  In fact, had Threadgill attempted to discharge his tax debts 
in bankruptcy, he would have exposed himself and his fraudulent conduct to civil discovery and 
likely would have hastened his criminal prosecution.  See Fed. R. Bankr. P. 7026. 
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Norwood.3  He still drives a Mercedes.   Although many of his actions have been 

curtailed through the loss of his law license, it appears that Threadgill continues to 

maintain many elements of the same lifestyle that he enjoyed earlier. Far from being 

an ordinary criminal defendant, Threadgill is the type of defendant who has failed to 

learn from the process of criminal prosecution and conviction that he is not above the 

law.  The Court should impose a sentence that makes this fact clear to him. 

c. Threadgill’s request for a downward departure or a variance 
should be denied. 

 
 Through the Defendant’s Motion for Downward Departure and/or Variance 

(Docket No. 52) (“Motion for Downward Departure”), Threadgill states that he 

should be entitled to a reduced sentence because of his age (U.S.S.G. § 5H1.1), 

physical condition (U.S.S.G. § 5H1.4), and family ties and responsibilities (U.S.S.G. § 

5H1.6).  The defendant provides no explanation for why these factors would justify a 

downward departure, and it is the Government sees no reason that a lesser sentence is 

warranted.  For instance, Threadgill fails to state why considerations based on his age 

or physical condition “present to an unusual degree and distinguish the case from the 

typical case covered by the guidelines.”  See U.S.S.G. §§ 5H1.1, 5H1.4.  And, as the 
                                                 
3 The PSR states that Threadgill’s residence, at 1005 Water Place Way, is “in foreclosure.”  Threadgill 
has succeeded, however, for a significant period of time in preventing the foreclosure from actually 
taking place.  For instance, on February 4, 2011, Threadgill initiated a lawsuit in Knox County 
Circuit Court styled ELM Children’s Educational Trust, John O. Threadgill, Trustee v. Wells Fargo, N.A., 
Docket No. 2-52-11, through which he was able to forestall foreclosure.  It appears that this matter 
remains unresolved. 
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Court and the defendant are aware, “family ties and responsibilities are not ordinarily 

relevant in determining whether a departure may be warranted.”  U.S.S.G. § 5H1.6.   

The defendant gives no reason for why his case is distinct in any manner that would 

cause the Court to give particular consideration to his family ties and responsibilities. 

In the alternative, he requests a variance from the Guideline Range based upon 

“based on all the §3553(a) factors including the nature and circumstances of the 

offense and history and characteristics of the defendant, and including in particular 

the factual background to the offense and Mr. Threadgill’s remorse and devotion to 

service to his community.”  As analyzed more thoroughly above, however, it is most 

notably the nature of this defendant’s offenses and his lack of genuine remorse that 

justifies the statutorily capped maximum sentence of 60 months.  There is no basis 

under the Sentencing Guidelines to grant Threadgill a downward departure and a 

variance would be inconsistent with the factors set forth in 18 U.S.C. § 3553, and the 

defendant’s requests for such relief should be denied. 

d. Threadgill’s objections to the PSR should be overruled. 
 

 The defendant’s Objections to the Presentence Report (“Objections”) fall into 

three categories.  The first category, comprising most of his objections, attacks the 

“conclusions regarding wrongdoing in paragraphs 5-14” of the PSR.  Objections at 1.  

The second objection takes issue with the amount of the loss.  The third objection 
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argues that the sophisticated means enhancement should not be applied.  Threadgill’s 

objections lack merit and should be overruled. 

 Threadgill’s first set of objections to the PSR essentially states that the jury did 

not state specifically which affirmative act of evasion it found that Threadgill had 

committed and that the characterizations of the defendant’s conduct as set forth in 

paragraphs 5, 6, 8, 10, 11 and 13 of the PSR are not “supported by a preponderance 

of the evidence and therefore not properly relied upon at sentencing.”  Objections at 

1-2.  In support of that argument, Threadgill reiterates the arguments contained in his 

Memorandum of Law in Support of Post-Trial Motion for Acquittal or New Trial. 

 In its opposition to the defendant’s motion for acquittal, the United States 

provided an exhaustive summary of the evidence presented at trial as proof of the 

defendant’s affirmative acts of evasion.  The Government’s observations in that 

regard will not be reiterated here.   In the course of the trial, evidence that was offered 

in support of the allegations contained in paragraphs 5, 6, 8, 10, 11 and 13 of the PSR.  

The defense had the opportunity to examine the Government’s documentary proof 

and cross examine all prosecution witnesses.  Based upon the evidence presented at 

trial, the defendant’s objections to the referenced sections of the PSR should be 

overruled.  In addition, the United States notes that the Court denied Threadgill’s 

motion for acquittal through a Memorandum and Order dated April 29, 2013 (Docket 
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No. 53), which disposed of the defendant’s arguments concerning the sufficiency of 

the verdict. 

 Threadgill’s second objection to the PSR is directed at the decision to base the 

Guideline calculation on the loss amount of $2,952,164.  As the defendant correctly 

notes, the indictment stated that the amount of taxes that he evaded was 

$1,427,176.74.  Where, as here, the offense involves the willful evasion of payment 

under 26 U.S.C. § 7201, the “tax loss” under U.S.S.G. § 2T1.1 includes penalties and 

interest.  See U.S.S.G. § 2T1.1, Application Note 1.  Prior to, or in the course of, the 

sentencing hearing, the United States will be prepared to offer a computation of the 

interest and penalties to support the determination of the tax loss. 

 Threadgill’s final objection to the PSR argues that the manner in which he 

evaded the payment of his taxes not sufficiently “sophisticated” to qualify for an 

enhancement under U.S.S.G. § 2T1.1(b)(2).  The Government disagrees.  Over the 

course of a decade, Threadgill engaged in numerous acts that were done for the 

purpose of both committing his crime and making his offenses more difficult to 

detect.  Moreover, the sophistication of his offenses was due, in large measure, to his 

training and experience as a lawyer.  One need only look at the series of transactions 

associated with the purchase and sale of the Captains Way property and the 

acquisition of the Water Place Way villa to appreciate the sophistication of what 
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Threadgill did.  Similarly, articulating the reasons behind Threadgill’s change of EIN, 

his creative ways of avoiding withholding, and how he used his law firm for personal 

expenditures, required the testimony of an accountant and an Internal Revenue Agent.  

Threadgill’s pattern of tax evasion was sophisticated by design, and a two-level 

enhancement under U.S.S.G. § 2T1.1(b)(2) is appropriate. 

CONCLUSION 

For the reasons set forth above, the United States recommends that the 

defendant John Oliver Threadgill receive a sentence of 60 months. 

  
       Respectfully submitted, 
 
       WILLIAM C. KILLIAN 
       United States Attorney 
 
           By  s/ Frank M. Dale, Jr.                    

FRANK M. DALE, JR. 
       Assistant United States Attorney 
        800 Market Street, Suite 211 
        Knoxville, TN  37902 
       (865) 545-4167 
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CERTIFICATE OF SERVICE 

 
 I hereby certify that on May 30, 2013, a copy of the foregoing document was 
filed electronically.  Notice of this filing will be sent by operation of the Court’s 
electronic filing system to all parties indicated on the electronic filing receipt.  All 
other parties will be served by regular U.S. mail.  Parties may access this filing through 
the Court’s electronic filing system. 
 
 
      s/ Frank M. Dale, Jr.                      
      FRANK M. DALE, JR. 
      Assistant United States Attorney 
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