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UNITED STATES DISTRICT COURT
DISTRICT QF NEW JERSEY

¥
UNITED STATES OF AMERICA : Hon. SRC
¢ c=
V. : Criminal No. C}i%"“EZl;)
ALLEN HILLY : Title 18, United States Code,

Sections 1343 and 2
Title 28, United States Code,
Section 2461 (c)

INDICTMENT

The Grand Jury in and for the District of New Jersey,
sitting at Newark, charges:

COUNTS 1 THROUGH 84
(Wire Fraud: AEG Client-Company Funds)

The Defendant and Other Entities

1. At all times relevant to this Indictment:

a. Defendant ALLEN HILLY [“HILLY”] was a residenf
of West Windsor, New Jersey and had businegs office locations in
Princeton and Bedminster, New Jersey.

b. Defendant HILLY was the Chairman of the Board
and Chief Executive Officer of Professional Employer’s Holding
LLC [“PEH LLC”], which owned and operated various subsidiaries
including but not limited to Administrative Employers Group
[*AEG”], Employers Consortium Inc. [“ECI”], and Personnel
Management Solutionsg Inc. [“PMSI”].

¢. Defendant HILLY operated and controlled AEG,

ECI, and PMSI as professional employer organizations ["HILLY
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PEOs” or “his PEOs”], which were responsgible for management of
human resources, payroll, payroll tax compliance, and employee
benefits, including health benefits and workers’ compensation
insurance, for their client companies. Defendant HILLY did not
‘have signatory authority on his PEOs’ bank accounts.

d. Defendant HILLY was the Chairman of the Board),
Chief Executive Officer, and sole owner of Leading Edge Group
Holdings Corporation [“Leading Edge”]. Defendant Hilly had scle
signatory authority on Leading Edge bank accounts.

2. Among other things, defendant HILLY's PEOs were
responsible for and entrusted with administering payroll and
employment taxes on behalf of their client-companies and
reporting, collecting, and depositing those taxes with state and||
federal authorities.

3. Employers and PEOs, on behalf of their client-
companies, were required by law to report the withholding of
taxes from employees’ pay, including federal income tax, Social
Security, Medicare, and other taxes, as well as the employer
contributions relating to Social Security, Medicare, and other
taxes [collectively, the “Federal Employment Taxes”]. With
respect to these Federal Employment Taxes, employers and PEOs
were required pursuant to Title 26, United States Code, Sections

3504 & 3505, to file Employers Quarterly Federal Tax Returns

[“Form 941”] reporting these withholdings from their employees




Case 2:07-cr-00035-SRC  Document 8  Filed 01/12/2007 Page 3 of 21

and to timely deposit the corresponding taxes in full to an
authorized bank or financial institution pursuant to Federal Tax
Deposit Reguirements.

4. Defendant HILLY's PEOs entered into contracts with
their client-companies which set forth the obligations of each
party. These contracts were variously entitled, among others,
“Service Agreements,” “Professional Employer Service Agreements,
and “Employee Lease Agreements.” The language of the contracts
varied, but each such contract obligated defendant HILLY's PEOs
to collect and pay the required Federal Employment Taxes and to
prepare and timely file all required federal tax returns.

5. For example, an AEG contract with its client-
companies, which was entitled “Service Agreement,” provided in
pertinent part:

1.3 Payroll Taxes: AEG shall collect and pay

all payroll taxes including income tax,

social security tax and other payroll taxes

as may be required under State and Federal

laws to be withheld from the compensation

paid to employees or paid directly by an

employer. As to such payroll taxes, AEG

shall prepare and timely file with the proper

governmental agencies or authorities all

required returns and reports.

6. In addition, an ECI contract with its client-
companies, which was entitled “Professional Employer Service
Agreement,” provided in pertinent part:

Upon receiving payment, ECI will

administer and/or provide the following
professional employer services as Client’s
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