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“The power to tax involves the power to destroy." cniet justice john Marshall

For more than eighty years, vour elected represenmatives have used the income tax to drain
trillions of dollars away from local communities and the private sector to fund their own
destructive, vote-seeking projects. What productive, law-abiding Americans fail to realize is
that this insidious extortion is being carried out in violation of law and the Constitution.
Therefore, it is the patriotic duty of all responsible citizens to avoid this “tax” altogether.

This book will show you the way.

Mr. Irwin Schiff welcomes former taxpayers to his new
office in Las Vegas. Nevada.

“Schiff's book will knock your sock off.”
—Ray Briem, KABC, Los Angeles
“A scathing indictment. ..”
—David Gold, KLIE, Dallas
uﬂ E Etrﬂlf!,ing.n
—Bob Grant, WABC, New York City_
“Irrefutable. An exposé to end all exposés.”
~Irv Homer, WWDB, Philadelphia
“Mr. Schiff is as close to an intellectual light
as anybody in the movement against the
income tax. His confidence and seeming

mastery of the most arcane details of tax law

make him a hit.”
~David C. Johnson, New York Times

Completely documented with:

55 Internal Revenue Code sections,
8 Treasury Department Regulations,
23 startling Government revelations
(reproduced in their original form),
32 Court Exhibits, and much more!

In this explosive book, Irwin Schiff,

America's leading authority on the

Federal Government's illegal collec-

tion of the Income Tax, reveals that:

No Law requires you to file Federal Income
Tax returns;

No Law requires you to pay Federal Income
Taxes;

No Law requires you to have Federal Income
Taxes withheld from your wages,
interest or dividends. . .and you can
legally stop the withholding;

No Law requires you to keep books and
records for Income Tax purposes;

No Law authorizes criminal prosecutions of
alleged Income Tax “crimes”;

No Law authorizes the IRS to audit your books
and records;

No Law authorizes the TRS to seize - proper-
ty (including cars, homes, iunk
accounts, wages e{c.) in pavment of
Income Taxes. . .and all such seizures

are illegal!
This hook will convince you that

Organized Crime in America
hegins with the Federal
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DEDICATION

...To Earl J. Teeman, an electrician from Ohio who was murdered by Brazilian
bandits in 1979 after he fled the United States following his illegal conviction of
failing to file income tax returns.

...To Jack and Wanda Biggers of Houston, Texas, who in February 1987 killed
themselves after the IRS illegally seized and sold their home.

...To Everett O. Lasher of Seattle, Washington, who shot himself in Tax Court
after being told that he was going to be (illegally) fined $5,000 for raising
“frivolous’ arguments before that “court.”

While these four Americans did not die in concentration camps or in some
Siberian gulag, their deaths were not entirely dissimilar from those who did.
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INTRODUCTION

The revelations in this book will shock those Americans who naively assume that their
government operates pursuant to law and according to a Constitution. When it comes to
income taxes—an activity that deeply affects every American—the only difference between
the government in our country and that found in any fascist state is merely one of style
and degree, not substance.

This observation will hardly surprise those Americans who have had their assets seized
and businesses destroyed by IRS agents acting without court orders. Nor will it surprise
those who have gone to prison for committing tax “‘crimes” that, by law, do not exist.
But to the average American who is totally unaware of such activities, my comparison will
seem blasphemous, if not downright silly.

However, I promise you that before you finish reading this book you will be convinced that:
1. No American is legally required to file an income tax return;
2. No American is legally required to pay federal income taxes;

3. All IRS seizures of money and property in payment of income taxes are #/legal and
not authorized by law;

4. No law gives IRS agents the right to seize or otherwise acquire personal records
(including bank records) for income tax purposes;

5. All government prosecutions (including those for tax evasion) in connection with alleged
income tax “crimes” are #llegal, and are not authorized by law; and finally,

6. The United States government, with the cooperation of a culpable federal judiciary,
has been extracting income taxes from the American public in toral violation of the law.

In short, if you think you are living in a country governed by law and a Constitution,
this book will convince you that you are living in a fool’s paradise.

Irwin A. Schiff
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— CHAPTER 1 —
SURPRISE!
THE INCOME TAX IS VOLUNTARY

“Our system of taxation is based upon
voluntary assessment and payment, not upon distraint.”

In 1986, 99.5 million Americans were tricked into filing
and paying federal income taxes when legally, they didn’t
have to do either. If this statement shocks you, it is only
because you and the rest of the nation have been thoroughly
deceived by the federal government (with federal courts
playing the key role), and an army of accountants, lawyers,
and other tax preparers. All of these have a vested interest in
keeping you ignorant concerning the real nature of federal
income taxes.

That an entire nation of supposedly intelligent human
beings could be so thoroughly hoodwinked, must rank as the
greatest and most spectacular hoax of all time, with the
phenomenon of millions of Americans scurrying to IRS
offices each April 15th comparable to lemmings marching
into the sea.

The fact is, no provision of the Internal Revenue Code
requires anyone to file or pay income taxes. This tax, unlike
other internal revenue taxes, is strictly voluntary. This is
because a compulsory income tax would violate the
Constitution’s three taxing clauses, the Bill of Rights and the
16th Amendment—all of which impose restrictions on the
government’s power and ability to tax income in ways few
Americans understand. So, in order for the income tax not
to be unconstitutional it had to be written on a non-
compulsory basis. However, in order to deceive Americans of
this, as well as provide federal courts and the IRS with
deceptive passages on which to hang illegal prosecutions
and illegal seizures, the Internal Revenue Code was written
to make paying income taxes appear mandatory. The
government succeeded in doing this by tricking the public
into believing that those enforcement provisions of the
Code, that apply to other, non-voluntary traxes (such as
alcohol and tobacco taxes), also apply to income taxes when
in fact, they do not. However, despite such trickery, the IRS
still admits that our “income tax laws”! are purely
VOLUNTARY!

Indeed, every official IRS pronouncement on this issue
admits to the voluntary nature of the income tax, as the
following quotations and government documents prove.

—The Supreme Court
Flora v. United States, 362 U.S. 145, pg. 176

“The IRS’ primary task is to collect taxes under a
voluntary compliance system.” (emphasis added)

— Jerome Kurtz
Internal Revenue Annual Report, 1980

“Qur tax system is based on individual self-
assessment and woluntary compliance.” (emphasis
added) — Mortimer Caplin

Internal Revenue Audit Manual, 1975

“Each year American taxpayers voluntarily file their
tax returns and make a special effort to pay the taxes
they owe.” (emphasis added)

— Johnnie M. Walters
Internal Revenue 1040 Booklet, 1971

“Because the American tax system is based on
voluntary compliance and self-assessment, each year
taxpayers make their own determination of their tax
liability? and file returns reporting the correct tax.
(emphasis added)

— WELCOME to the United States of America

Form 1-357, Re. 7-19-80, the United States
Department of Justice, Immigration
and Naturalization Service

Additional proof of the voluntary nature of income taxes
can be found in the IRS’ own regulations. For example,
under Section 601.601 which deals with “Objectives and
Standards for Publication” we find the following:

The purpose of publishing revenue rulings and
revenue procedures in the Internal Revenue Bulletin
is to promote correct and uniform applications of the
tax laws by the Internal Revenue Service employees
and to assist taxpayers in attaining maximum
voluntary compliance. (emphasis added)

On July 8, 1981 the Controller General of the United
States issued a report entitled Illegal Tax Protesters T hreaten
Tax System (GGD-81-83)* which, on its cover, warned that
illegal tax protesters threatened our tax system because.. . .
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...they represent a threat to our nation’s voluntary tax
system. (emphasis added)

Figures 1-3 are reproductions from the IRS’ latest issue
of Understanding T axes, a slick teaching syllabus sent to our
public schools so that the brainwashing of the American
public can start at an early age. The syllabus seeks to dupe
students into believing that they are required to pay income
taxes by using such deceptive language as [note F]:
“taxpayers are responsible for paying income taxes as
income is earned through withholding.” Why doesn’t it say
that taxpayers are required? The syllabus reluctantly admits
the voluntary nature of the income tax no less than three
times (at A, E and H) but, referring to the statements at A
and B:

(a) How can students ‘‘understand the [meaning of]
“voluntary compliance” if there are ‘“‘consequences”
for “non-compliance’’? (Note how the government
specifically avoids saying that ‘“penalties” apply!)

Figure 1-1 contains the entire introductory statement of
Commissioner Jerome Kurtz that appeared in the 1979 IRS
Annual Report in which Kurtz mentions the voluntary
nature of income taxes no less than six times, and comments
that in 1978 “‘individuals volunrarily [emphasis added]
reported nearly $1.1 trillion in income....”” Don’t you think
that Kurtz knows the difference between ‘““‘voluntary” and
“mandatory,” and if he thought that people were required
to file he certainly wouldn’t claim they did so “voluntarily’’?
How many of those who Kurtz claimed filed *‘voluntarily,”
actually believed they did so “voluntarily,” as opposed to
believing that they were required to do so?

<

Figure 1-2 is an excerpt from the Federal Register, Vol.
39, No. 62, dated March 29, 1974 which explains that the
IRS’ “mission...is to encourage...voluntary compliance.”

(b) How can there be legal ““consequences” if ‘‘taxpayers
voluntarily report income to the government...”

FIGURE 1-1

Doesn’t it seem strange that the IRS uses the word “voluntary”
six times in the introduction to their own Annual Report, but
does not use the term once in your Privacy Act Notice?

1979 Annual Report

Commissioner of
Internal Revenue

This year i'm pieased to report that a number
of organizatonal changes have been imple-
mented and appear to be accomplishing the
intended goals The changes were undertak-
en last year to impiement recommendations
made in a study conducted by senior IRS ca-
reer executives

The change most directly affecting taxpayers
was the modificatior, of our administrative ap-
peatls procegure by consohdating the former
two levers of appeal into a single appeal
structure at the regional level This system is
now fully «~ effect and ts resulting 0 the more
expeditious handiing of controversies at less
expense 10 both taxpayers and the iRS We
cortnue to hold appeals conferences at ati
iocatons ahere distr-ct conterences were
tormerty Peid with the result thal taxpayers
have conveniertsy, avadable to them a region-
al apoeats ofhcer ath tul' settiement authonty

We beleve the change i settiement proce-
dures of gocketec Tax Court cases 15 work-
ing etect vety *0 Lt hize Lur “esources better
and to provige 3 more ordery procedure for
handiing tne increasing volume of cocketed
cases

The streamiming of cur smalest districts has
been accomptished smootrly We are ‘eahz-
ing savings at nc ‘ass of service 10 taxpayers

Separating tunctions invoiving service 10 the
public from those invoiving comphance has

ingreased our emphasis on taxpayer serice
as welt as permitted better itegrator of our
collection activities with related comowance

functions

Notwithstanding our increased emphasis on
taxpayer problems. it seemns clear that some
of these will continue to "'slip through the
cracks ' If this occurs in even a very small
percentage of the huge number of maners
we handle the number of such cases will be
large To address this problem we instituted
our problern resolution prograrn (PRP) on
an expenmental basis in 1977 to provide a
separate function to handle persistent tax-
payer problems — those not satisfactorily re-
solved through normal channels. PRP 1s now
tully operational in all of our 58 districts and
10 service centers with problem resolution
officers who have the ability and know-how
1o cut through red tape quickiy on behalf of
taxpayers. About 72,000 taxpayer problems
were successtuly resolved through this pro-

cedure (0 1978 and a number of systems
changes identified by this program have
been made 10 improve RS efficiency and re-
sponsiveness.

A sample followup with taxpayers whose
problems were handled through PRP found a
high degree of satisfactior but | will not be
satistied as long as some taxpaver com-
plants and problemns persist Therefore. as
the year ended we were planning 10 set up
an ombudsman-hke pesition in my ime- ediate
otfice to have broad authority over PRP and
1o serve as an advocate for taxpayers

QOur forms and :nstructions are a matter of
continung concern The challenge «  pre-
senting and explaining a complex law in an
understandable way Is tormigable and we de-
vote substanbal effon 10 ths problem. in ad-
dition to our normal work :n this area we have
tormed a high-level task force to consider
longer-range pessibiities We have engaged
a private firm to review all the individual tax
return forms, schedules and instructions and
to make recommendations for redesign and
rewriting. This effort sho..d be completea in
the fall of 1980 when we wil start evaluating
and testing any recommended alternatives.

While 1t 13 :mportant that we constar’™ ook
for ways of simplifying the burden o1 zport-
ing. frequent changes should be avoided
There 1s great value In taxpayers’ tamiliarity
with our forms. I'm, therefore, pleas«d that
the 1979 torms tollow the 1978 forms except
tor a few changes required by new legisiation

There ' ~» doubt that better taxpayer assis-
tance “e sensiive responsiveness to tax-
payer cumplaints and problems and simpler
tax forms and instructions are of great impor-
tance n achieving a High ievel of your - .y,
comphance with our tax laws. But ous er.-
torcement etforts also are crucial Any signifi-
cant noncomphance is a matter of deep con-
cern to the IRS Congress ana the taxpaying
public Beyond the tax revenues lost when in-
come 1s not reported s the basic question of
fairness to taxpayers who yolynianly obey
the laws

Since the mid-Sixties *1e IRS has regularly
measured comphance on fited returns
through its taxpaye’ mphance measure-
ment program (TCMP)  As an adjunct to our
audit program, ~ **’is an effective tool to
measure the unre,  “~d income detectible by
normal audit proce.:u-=s and to develop the

computer formulae used to identify returns
for audit 1t does not, however, measure the
unreported Ncome of those who fail to file re-
turns nor certan types of income not readily
detectibie by normal audit procedures, such
as income from illegal sources

in 1978 | appainted a study group to prepare
estimates of unreported income. The group's
repont. “‘Estimates of iIncome Unreported on
indmidual income Tax Returns, *was re-
leased In August 1979 This report, using
data for the 1976 tax year, marks our first ef-
fort to measure unreported individual ncome

The report estimates that individuals farled to
report $75 billion to $100 billion I income
from legat activities, with a resulting revenue
ioss of $13 bihon to $17 biiior. Unreporied
sncome from Certain illegal sources — narcot-
tcs, ilegal gambling ana prostitution — was
estimated to be between $25 billion and $35
billion, and cost the government approximate-
ly $6 billion 1o $9 bilhon 1N lost tax revenues

To put these figures in context, in the same
tax year indwiduals yoluntarily reported near-
1y $1 1 trillion in iIncome and paid a total of
$142 billion in income taxes

The report lends considerabie weight to con-
clusions arawn from past TCMP studies that
voluntary reporting 1s highest when incomes
are subject to tax withnolding. Incomes sub-
ject to information reporting show a lower
comphance ievet tut stit much higher than
incomes subject to neither withholding nor
information reporting

In farrness to the millions of taxpayers who
volumarny file. report all their income and pay
the tax due. we must strengthen current
comphance efforts and, where catied for,
plan innovative actions to find and tax unre-
ported Income

A Treasury legislative proposal, currently un-
der consideration by Congress. to withhold
taxes from certain iIndependent contractors
would be a major step in deatting with one ar-
ea of low compliance

Our program to match information docu-
ments filed by payers of wages. dividends In-
terest and certain other payments with in-
come tax returns has become an Increastngly
important tool to identify cases of underre-
porting of ncome and nonfiling of returns
The number of documents matched has
been increasing substantially and with the full

implementation of the combined annual wage
reporting system will reach 400 mithon or
about 80 percent of the total fited

Our document matching activity has been
separate from our examination program and
has not affected the selection of returns for
audit or their actual audit. However, in the
next fiing season, a printout of the informa-
tion documents processed will be associated
with returns selected for the exarmination pro-
gram so that the information will be available
10 tax return classifiers and to return examin-
ers Since these documents will also be used
during TCMP audits, the accuracy of the re-
sults of that program shoulc a'so be improved.

In last year's report | noted our Increasing
concern about the use of abusive tax shelters
— those which take positions beyond a rea-
sonable interpretation of the law — and our
increased audit effort In this area As a result
of that efiort we have, at various stages of the
examination and appeals process, about
200.000 tax returns involving about $4.5 bil-
lon of questionable deductions. This pro-
gram tequires a substanbal cornmitrment ot
resources but it i1s a commitment we wilt con-
tinue to make. and even increase if neces-
sary The great abuse we are finding in this
area. it atfowed to continue unchecked, could
result 1IN a serious decline in taxpayers’ per-
cephion of the fairness and everihandedness
of our administration of the tax system and
consequently In their ygluniary compliance.

Many abusive tax shelters depend for their
successtul marketing on the participation of
professional tax advisors. We intend to con-
tinue an exploration, begun this year. into the
ethical and legal standards that should go-
vern such participation.

Tax admimstrabion today cals ‘or us o m-
crease our abilities to serve the majority of
taxpayers who comply with the law. A crucial
aspect of this service s to enforce the law
vigorously against the few who attempt to
subvert it We believe this year's report re-
flects that commitment.

-

Jerome Kuriz
Commissioner ¢f internal Reverue
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Even the Supreme Court in Flora v. United States, (as
previously noted) recognized and commented on the

FIGURE 1-2
DEPARTMENT OF THE TREASURY

Internal Revenue Service
ORGANIZATION AND FUNCTIONS

This material supersedes the state-
ments on organization and functions
published at 37 FR 20961-20990, 38 FR
23341 and 23342, and 38 FR 30011 and
30012,

Dated: March 25, 1974.

EseAL) DonaLp C. ALEXANDER,
Commissioner of Internal Revenue.

1100 ORGANIZATION AND STAFFING

1110 ORGANIZATION AND FUNCTIONS OF
THE INTERNAL REVENUE SERVICE

Sec. 1111° Establishment of the Inter-
nal Revenue Service.

Sec.1111.1  Mission.
The mission of the Service is to encour-
age and achieve the highest possible de

ree_of voluntary compliance with the
tax laws and regulations and to maintain
the highest degree of public confidence in
the integrity and efliciency of the Service.
This includes communicating the re-
quirements of the law to the public, de-
termining the extent of compliance and
causes of non-compliance, and doing all
things needful to a proper enforcement of
the law.

FEDERAL REGISTER, VOL. 39, NO, 42—FRIDAY, MARCH 29, 1974

FIGURE 1-3

Students will expiain how income
1axes provide revenue for goods and
services that benetit the general
public, inciuding students.

C Students wiil define noncomplience
with federal income tax laws as
illegal and fist the results of
noncomplisnce as:

« Loss of tax revenue
u A need for additional resources for

UL |

UNDERSTANDING

YOUR ROLE AS TAX

FORMS

A TAXPAYER

entorcement
® Higher taxes for those who do
comply

Students will identity the right of
citizens to participate in the formuls-
tion of tax policy ss well as the

obligation of citizens to compty with

S 2N

yvir 2

UNDERSTANDING

voluntary nature of the income tax.

You can check with as many dictionaries as you like, and
you will find that the word ‘“voluntary” means something
done of one’s own free will, and without legal obligation. So
if compliance with “income tax laws” is required, why
would commissioner after commissioner claim that filing is
voluntary if it were not? Do you really believe that
“voluntary compliance” can mean the same thing as
“compulsory compliance”? And if compliance with
“income tax laws” is required, i.e. compulsory, why would all
of these government documents claim otherwise?

THE MEANING OF VOLUNTARY
COMPLIANCE AND SELF ASSESSMENT

While the reader might need to have the meaning of “self
assessment” explained, the meaning of “voluntary
compliance” should be perfectly clear. “Voluntary
compliance” can only mean that compliance with *“‘income
tax laws” is voluntary and that you can comply or not
comply as you choose. Actually the term ‘“voluntary
compliance” makes no sense. If something is “voluntary,”
then the word “compliance” is superfluous. If, on the other
hand, “compliance” is compulsory, then any use of the
word ‘“voluntary” is nonsensical. It should be perfectly
evident why the government contrived this self-
contradictory expression. Have you ever heard of it in

LESSON B
FILING A RETURN/
FORM 1040EZ

PURPOSE
To help students understand that Z
H tax volunt their
income to the government by
“filing” a tax return, that there are
several ways to do this, and that
the simpiest of thesa Is using
Form 1040EZ.

OBJECTIVES
Students will define the expression
“filing a tax return.”

Students will determine, given sufti-
cient information, whether an

LESSON B
TAXPAYER RIGHTS AND
RESPONSIBILITIES

PURPOSE

To help students understand that
they have basic rights and responsi-
bilities as taxpayers.

OBJECTIVES

will di the taxpayer's
responsibilities related to filing a tax
retumn.

use Form W4 to tell their empioyers
how much 1o withhold from their pay
for taxes.

Students will, given sufficient infor-
mation, correctly compiete
Form W-4.

Students will identity the importance
of the information contained in &
Form W-2 receivad from an
employer.

Students will describe the use of
Form 1099-INT.

PURPOSE

To heip students understand the
cofrect use of Form 1040A and, in
general, the purpose of Form 1040.

OBJECTIVES
Students will complets Form 1040A
accurately,

Students will describe the function
ot Form 1040,

/S e ——— tax policy decisions. T individuai Is required to file a retum,
oy
VIDEO SUMMARY Students wiil identity the specific tax
Seventeen-year-oid Jake Daniels return form that each of a selection
LESSON A has calculated that with the income LESSON A of taxpayers should use. LESSON
INCOME TAX & YOU rom his new job In & bicycle shop FROM W-4 TO W-2 Students will compiete Form 10405z STATE AND LOCAL TAXES
he can buy e car in time to tale pretty sccurately.
PURPOSE fellow empioyse Samanthe to the PURPOSE PURPOSE
To help students understand the harvest dance. But Jake's calcula- To heip students understand that  F To heip students understand that
importance compliance tions failed to sllow for taxes. With taxpayers are responsible for paying state and local governments need
with income tax laws snd the conse- 8 newly discovered respect for the income taxes as income is sarned revenue to provide goods and
quences for citizens and society of subject of taxes, Jaks leams about through withholding. LESSON ¢ services for their residents.
B noncomiience. e v meorne f o o E FORM 1040A AND BEYOND
with income 1ax laws. OBJECTIVES OBJECTIVES
Students wili explain how taxpayers G Students wlil list kinds of taxes

collected by state and locai govern-
ments and identity the nature of the
taxes — consumption, incoma, or
weaith,

Students wili give exampies of
goods and services provided by
state and local tax revenues.
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connection with anything eise? The government feared that
if it correctly used the solitary word “‘voluntary” to describe
federal income taxes, the nature of the tax would become
immediately apparent. So it added the word ‘‘compliance,”
seeking, in this way, to fool the public by the mandatory
meaning that word conveys. The government relied on an
ingenuous public not to notice that the preceding word,
“voluntary,” rendered the latter word, “compliance,”
meaningless. And the American public, in overwhelming
measure, didn't let the government down!

Actually, the government is very careful not to offictally
misrepresent the voluntary nature of the tax nor to officially
tell the public that anything about it is “required.” Instead,
the government relies on a myriad of misleading techniques
that enable it to accomplish the same thing.

One such example is shown in Figure 1-3. Note how the
government, even when telling school children that the
income tax is voluntary, simultaneously seeks to persuade
them that it is not. It does this by discussing the tax in terms
that make it sound compulsory, but really do not make it so.
With practice, you will be able to spot these deceptions in all
government documents. For now, I will help you—though
little help should be necessary on this point.

Note that instead of telling readers that Americans are
required to file and pay income taxes (if this were really the
case), the government seeks to mislead them on this issue by
appearing to warn them (at B) about the “‘consequences for
citizens and society of noncompliance”; and that (at C) the
“Students will define noncompliance with federal income tax
laws as illegal and list the results of noncompliance.” Notice
it will be the ‘‘students’ who will define
“noncompliance...as illegal,” —not the government! The
government, of course, knows that “noncompliance” is not
illegal so it can not ““define” it in this manner. But the
government is nevertheless able to convey this by its use of
some verbal sleight of hand that neither the teacher or
students will ever notice. The government has truly raised
the level of deception to a veritable art form.

At D, the government secks to mislead students by using
such mumbo-jumbo as citizens having an “obligation . . . to
comply with tax policy decisions.” Try figuring out what
that means, while you also try figuring out what an inferred
legal “‘obligation to comply’ means—when ‘‘compliance” is
admittedly voluntary.

Continuing with its deception, the government states (at
I) that “Students will determine, given sufficient
information, whether an individual is required to file a
return.”” So this is how the government deceitfully infers
that filing is “required” knowing full well that it is not, and
provides another example of the technique referred to

earlier. The government, of course, knows full well that it
can not legally tell the students who “is required to file”
(unless it says, “nobody”). So it relies on the students
misleading each other—under the influence of their own
trusted teacher, who is also totally convinced that filing is
mandatory and therefore files regularly. Since the teacher
will not be dissuaded from this belief, regardless of
how many times the syllabus says that such filing is
voluntary, he or she* will be instrumental in fooling
her pupils.

Using the public to fool the public is an important
aspect of the government’s program of deception. In
addition, it would never dawn on those school children (who
undoubtedly infuse Washington politicians with the same
honesty that they associate with George Washington and
the cherry tree) that their own government would
deliberately seek to deceive them in the manner the syllabus
is intended to do. As the government relies on the nation’s
school teachers to mislead children right in their own
classrooms, so too does the government rely on and utilize
the nation’s media—converting it into a virtual monolithic
government propaganda agency. This vast media network is
harnessed to work the American public into a virtual filing
frenzy around April 15th, little realizing that it has been
actually duped into duping the public in like manner.

Interestingly enough (at G), the syllabus correctly states
that employees (though the syllabus uses the tricky legal
term ‘““taxpayers’’) “use form W-4 to tell their employers
how much to withhold from their pay for taxes.”” This is an
accurate acknowledgement by the IRS that under the
“law,” it is the employee who supposedly “tells” the
employer how much to deduct, and not the other way
around. In practice, however, the IRS totally disregards this
principle and sends unsigned, computerized letters (see
Figure 2-2 in Chapter 2) to employers telling them to
disregard what their employees “tell” them to deduct, and
to deduct instead, what nameless and faceless IRS
employees instruct them to deduct. This is a clearcut
example of how a correct IRS policy statement is illegally
disregarded by the Service in practice.

“STRENGTHENING
VOLUNTARY COMPLIANCE”

In a 200 page study entitled Internal Revenue Service
Straregic Plan (Document 6941 5-85) the IRS provided the
nation with a sterling example of “double think,” since the
document outlined new and ‘‘strategic initiatives for
strengthening voluntary compliance.” Now ask yourself—
precisely how does a government go about “‘strengthening”
something that is “voluntary”? Roscoe Egger, the IRS
Commissioner responsible for the “Strategic Plan,”
explained that one of the principle reasons for the “Plan”
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was the problems caused by so called “tax protesters.”
However, throughout that document Mr. Egger
consistently refers and admits to the voluntary nature of the

income tax. For example:

External environmental indicators and internal
compliance measures reflect a continuing decline in
the extent to which taxpayers are willing or able to
voluntarily comply with the federal tax laws.

Tax law changes are occurring with greater
frequency...to achieve national socio-economic goals...
These frequent changes have materially increased the
complexity of tax administration, and may adversely
affect voluntary compliance.

With the decline in wvoluntary compliance in a
period of budgetary constraints, the IRS must find
ways to increase “‘presence’ and to selectively apply
resources to produce effective results.

The enactment of state statutes designed to ensure
the filing of appropriate returns in connection with the
pursuit of business activities clearly strengthens
voluntary compliance.

It is important that Public Affairs do more to assist
in improving voluntary compliance.

Issues: (1) What steps can the IRS take to stem or
reverse this decline in voluntary compliance?
(emphasis added throughout)

Obviously, one of the ‘“steps” that the government
decided to take 1o “stem”...and “‘reverse”...the “decline in
voluntary compliance,” was to step up the illegal
prosecutions of those unwilling to ““volunteer.”

In Figure 14 I have reproduced the entire introduction
to the chapter entitled ‘Strengthening Voluntary
Compliance” just in case you thought Animal Farm was
fiction.

FIGURE 14

STRENGTBENING VOLUNTARY COMPLIANCE

INTRODUCTION

The tax gap for 1981 was estimated to be over $81 billion,
with over two-thirds ($55 billion) attributable to unreported
{individual income taxes, The seriousness of this situatiocn is
underscored by estimates that in five years, the portion of the
gap attributable solely to unreported income of {individuals, will
reach $98 billion, larger than all the components of the current
tax gap combined,.

The initiatives that follow are designed to translate the
Strategic Directions on Strengthening VYoluntagy Compliance into
action and concentrate particularly on the problem of non-
compliance by individual income taxpayers. These include the
"nonfarm business” or self-employed taxpayers, whose
noncompliance stands out as a growing concern within the area of
unreported income,

In all, fifteen initiatives will be pursued with the intent
of strengthening yoluntary compliance. Many recommend or support
specific projects that concentrate on bolstering compliance
through no-cost or relatively low-cost initiatives. These
proposals look outside, as well as within IRS for solutions.

The Service will attempt to broaden its kncwledge about
taxpayets' attitudes and perceptions about tax laws and IRS'
administration of laws in order to devise more pertinent and
effective programs and communications. Expanded use of ccmputer
technology for tax assistance as well as more efficient
enforcement programs will be explored, The need for adequate
planning is stressed in order to be prepared for future
technological changes expected to impact tax administraticn.

Externally, the Service will be lookinc to other federal
agencies, state governments and non-government orgapizations to
join in cooperative efforts to promote compliance with the tax
laws. These efforts involve improved enforcement efforts and
better tax education, particularly for self-employed taxpayers.

In summary, the Strategic Initiatives for Strengthening
Voluntary Compliance recognize that the Service must lock to
diverse and innovative solutions that do not demand major .
staffing commitments. These initiatives should make substantial
inroads against the compliance decline and, together with other
projects planned or underway, will prove effective in

strengthening voluntary compliance.
48 May 9, 1984
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CONFUSING THE PUBLIC
ON THE MEANING OF
“VOLUNTARY COMPLIANCE”

In addition to using deliberately deceptive (though
technically not false) language in its official publications,
IRS employees (from the top to the bottom) lie profusely
(though some are obviously just merely ignorant concerning
the “law” that they believe they are enforcing) in letters and
conversations with the publicand in all tax prosecutions and
civil litigation. In all of my civil and criminal litigation I
never once have come across an attorney for either the IRS
or the tax division of the Justice Department who told the
truth about federal income taxes. (Numerous examples
appear in following chapters.)

On top of all of this, the government gets total support
from a duplicious federal judiciary, who will not only boldly
lie from the bench about alleged “‘requirements’” under our
income tax ‘‘laws,” but in furtherance of the government’s
mammoth deception, it helps it intimidate the public by
conducting illegal trials and by knowingly sending innocent
people to jail. So, if our all-powerful federal judiciary is
willing to collectively lie about this tax, and to close ranks in
sending innocent people to jail—who’s going to challenge it
on this issue?

1t should also be obvious, that if I have to devote the next
200+ pages of this book trying to convince you of something
that the government has already told you at least a dozen
times is voluntary—then somebody has done a number on
your psyche!

The Red Light Story

If you ask the IRS (or anyone else in government for that
matter) the meaning of “voluntary compliance’ you will get
a lot of double talk. When I first concluded that filing
income tax returns was voluntary (based on some of the
government documents and statements shown herein), I
decided to check out my conclusion with the IRS. I called
and asked, “Is filing an income tax return based on
voluntary compliance?” ““Itis,” I was told. “Inthat case,” I
said, ‘I don’t want to volunteer.” “You have to volunteer,”
I was informed. “If I have to volunteer,” I replied,
“wouldn’t that make compliance compulsory and not
voluntary?” “No,” the agent answered, ‘‘voluntary
compliance is similar to our motor vehicle laws; you
voluntarily stop at a red light—but if you don’t, you get a
ticket!”’ I objected to this reasoning by pointing out that if I
could be ticketed, stopping at a red light (or obeying other
traffic regulations) was compulsory, and not based on
“voluntary compliance” at all. “No,” the agent insisted,
‘“you stop voluntarily.” His reasoning was based on the
absurd logic that since nobody was physically in the car

FIGURE 1-5
INTERNAL REVENUE INVESTIGATION
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INTERNAL REVENUE INVESTIGATION

One of my assistants refers to policy and personnel, and of course,
under this new structure, we are concerned here in Washington, as I
pointed out, largely with policy and in administering the industry,
rather than directing the personnel. That is left primarily to the
district commissioners or, rather, the assistant district commissioners.

Mr. Curtis. An alcohol tax matter that would go to the Appeals
Section—

Mr. Avis. There is just no such thing. That is where this structure
differs.

Let me point this out now: Your income tax is 100 percent volun-
tary tax, and your liquor tax is 100 percent en?orcea tax, Now, the
gifuation Js as élﬂerent as day and night_ Consequently, your same
rules just will not apply, and therefore the alcohol and tobacco tax
has been handled here in this reorganization a little differently, be-
cause of the very nature of it, than the rest of the over-all tax problem.

Mr. Curris. In other words, the alcoho] and tobacco tax setup,
while it is a part of the Bureau generally, has more or less an au-
tonomy of its own, with the power and authority vested in it; is that
right?

ng. Avis. I think that is a fair statement; yes, sir, Mr. Curtis.

Chairman Kran. How about Jegal matters; does the counsel of the
Bureau advise with you?

Mr. Avis. Well, we have an Alcohol and Tobacco Tax Division
counsel, and he reports to the Chief Counsel of the Bureau, and he
is part of the general counsel’s setup in the Treasury. But for con-
venience, so that when 1 get a problem, for example, over the tele-
phone and it is a question of whether a big factory or a plant’s opera-
tions are to be set up, I can grab my lawyer across the hall and find
out what the law is, don’t you see; and he, for convenience, is located
right in the adjoining suite to me here in Washington. And the same
thing applies in the field. In other words, it is a specialized field,
and the lawyers that service alcobol tax are generally attached to the
assistant district commissioner’s office, as far as space is concerned.
They still ref{ort to their boss, who is the divisional counsel.

Chairman Keax. There isa iawyer in every one of the 17 areas?

Mr, Avis. Yes.

Chairman Kean. He is under the lawyer who deals with you, who
is under the man in Mr. Davis’ office at the moment, who is under the
man in the Treasury Department?

Mr. Avis. That 1s Mr. Tuttle; I think he is the new man.

Mr. Curmis. But your lawyers are confined to problems relating
to alcohol tax and tobacco tax?

Mr. Avis. Yes; because it is so highly specialized, sir.

Mr. Chairman, I think we have covered the rest of my statement,
but I will read it.

The reorganization plan abolished the district supervisors and estab-
lished in their place 17 assistant district commissioners, Alcohol and
Tobacco Tax Division, who, subject to the general supervision of the
district commissioners, have substantially the same functions, powers,
and duties that the former district supervisors had.
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making me stop, then I stopped “voluntarily.” If that is
true, then all criminal laws are based on ‘“‘voluntary
compliance,” since nobody physically prevents anyone
from committing murder, rape, bank robberies, etc., etc.
But law enforcement people never claim that those laws are
based on “voluntary compliance.”

The agent, of course, was trying to confuse me—although
he himself might have been confused. The IRS obviously
indoctrinates all new agents with the “red light” story, so
that they will be able to confuse the public if the question
ever comes up.

Figures 1-5 and 1-6 prove that the government realizes
that while income taxes are based on ‘“voluntary
compliance,” other tax statutes are not. Figure 1-5 contains
testimony by Dwight E. Avis, then head of the Alcohol and
Tobacco Tax Division of the IRS, given to a House of

Representatives Subcommittee of the Committee on Ways
and Means when it held hearings on the administration of
the internal revenue laws. He states on page 12:

Let me point this out now: Your income tax is 100%
voluntary tax, and your liquor tax is 100 percent
enforced tax. Now, the situation s as different as night
and day. Consequently, your same rules just will not
apply... (emphasis added.)

I also recently wrote to the Department of the Treasury,
Bureau of Alcohol, Tobacco and Firearms and asked them if
those taxes were based on “‘voluntary compliance.” Look
what they wrote back (Figure 1-6). They left no doubt that
their “collection...is created by an enactment of law...(and
$0)...compliance automatically becomes mandatory...(and
that)...in response to [my] specific question, the collection

FIGURE 1-6

MAR

P.0O. Box 1000-702
Loretta, Pennsylvania 15940

Dear Mr., Schiff:

voluntary compliance anc, if

DEPARTMENT OF THE TREASURY
BUREAU OF ALCOHOL. TOBACCO AND FIREARMS
WASHINGTON, D.C. 20226

Mr. Irwin A. Schiff, 08537-014

This is in response to your letter dated February 5, 1988,
in which you state that you were informed that the
collection of tobacco and alcohol taxes were based on

dre collections based on compulsary compliance.

3

C:R:D:MAW
5600

not voluntary, ask if they

created by an enactment of a

The collection of taxes on tobacco and alcohol products is

of the Government. Once a law is enacted, requiring the
collection of taxes on tobacco and alcoholic products,
compliance automatically becomes mandatorxy and it is the

law by our legislative branch

orginates from statutes and,

Gomplusary.

(202) 566-7531.

77)

Mary

Bureau of Alcohol, Tobacco and Firecarms' responsibility to
administer those Fzsderal laws.

With the above in mind and in response to your specific
question, the collection of tobacco and alcohol taxes

Should you have any additional questions, please feel free
to contact me at the letterhead address or telephone me at

Sincerely yours,

Specialist, Distilled Spirits and
lTobacco Brancn

as a result, compliance is

ool

. Wood
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of tobacco and alcohol taxes originates from statutes and, as
a result, compliance is mandatory.’’ Did you notice that I
didn’t get any “‘red light” story from them?

Along the same lines, it is obvious that if the Ten
Commandments were based on “voluntary compliance,”
the Bible would have referred to Moses’ stone tablets as the
Ten Suggestions.

THE MEANING OF SELF-ASSESSMENT

As you will soon discover, federal income taxes, by law,
have to be assessed just like city property taxes.” City
property taxes, however, are assessed by city assessors, and
not by property owners assessing themselves, on the basis of
“self-assessment.” Cities and towns are empowered by
law to assess and levy property taxes—and do not have to
rely on the willingness of property owners to voluntary
assess themselves under a system of ““self-assessment.”” But
in accordance with the ‘“self-assessment” nature of the
income tax, unless Americans voluntarily elect to assess
income taxes against themselves (by sending in a tax return
and swearing they owe a tax that by statute they can not

possibly owe)-the federal government has no statutory
authority to make such an income tax assessment on
its own initiative. And without such a voluntary “self-
assessment,” no income tax, by law, can be owed to the
federal government. How the government has been break-
ing the law in order to illegally assess income taxes on its
own initiative (thus disregarding the principle of “self-
assessment”) is covered in Chapter 5.

While the government can make assessments with
respect to other (mandatory) federal taxes, it is legally
barred from doing so in connection with income taxes. Asa
matter of fact, the federal government does not even have
the legal authority to even estimate how much income tax
a non-filer supposedly owes—let alone harass or prosecute
him if he chooses not to voluntarily self-assess himself to
pay the tax altogether.

Now that you know the real nature of federal income
taxes, we will turn to examining why the tax is voluntary
and why it is based on self-assessment. The federal
government would dearly love to have it otherwise, but—
thanks to a Constitution (that is all but dead)—it can’t.

NOTES TO CHAPTER 1

1. It is actually incorrect to speak of ““income tax laws,”

since there really aren’t any. Laws, by definition, are based
on compulsory compliance and include penalties for non-
compliance. “Laws” based on “voluntary’’ compliance are
not “laws,” by definition. Neither the Internal Revenue
Code nor the U.S. Criminal Code (as you will discover)
contain any penalties in connection with income taxes—
which is why compliance with it is voluntary.

2. An example of a false government inference, and from
the Justice Department no less. There is no such thing as an
income tax “liability” (see Chapter 6), yet this fraudulent
claim is constantly repeated in government documents.

3. “Tax protesters” is the word that the government
coined to throw the public off the track regarding
Americans who have discovered the truth about income
taxes: that, under the law, they are not required to file and
pay the tax. By this label the public is supposed to believe
that ““tax protesters” protest the law pursuant to weird and
irresponsible ideas; when, in fact, they all obey the law. If
they “protest” anything, it is the illegal enforcement.

However, not all ‘“‘tax protesters” have an equal
understanding as to why they are not required to file or pay.
Some actually find it inconceivable that the law is actually
enforced as illegally as it is, so they incorrectly theorize as to
how the government surreptitiously got “jurisdiction” over
them, which they then take unnecessary and often bizarre
steps to avoid. Others explain their non-tax status in terms
far more complex than necessary, and in so doing, actually
attribute far more legality to the income tax than it deserves.
While some ““tax protesters” may be in the wrong pew, they
are all in the right church. In describing what “tax
protesters’ allegedly believe, the government never ascribes
to them the reasons presented in this book, but always
attributes to them reasons that sound weird and irrespon-
sible. For example, look how Commerce Clearing House
describes tax protesters in the Standard Federal Reporter,
73rd Edition:

According to the IRS, the Congress, and the
courts, tax protestors represent a major threat to our
voluntary compliance system of reporting revenue. To
attack the variety of protest activities, significant
deterrents to the use of tax protest tactics have been
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added to the law in the form of an immediately
assessable penalty against individuals filing tax protest
documents, an imposition of damages for instituting
proceedings in the Tax Court primarily for delay, and
the imposition of damages where an appeal from the
Tax Court is filed merely for delay. Arguments to the
effect that the income tax is unconstitutional, or that
compliance with the income tax law infringes upon
one or more of the tax protestor’s constitutional rights,
have been summarily rejected by the courts. The
constitutional rights which are allegedly violated
include the right to freedom of religion, the Fifth
Amendment privilege against self-discrimination, the
Thirteenth Amendment’s prohibition of involuntary
servitude, and the claim that the Tax Court is an
unconstitutional court. Some arguments have
centered on the Federal Reserve System. Other forms
of protest which frequently occur include the
submission of a blank tax form by a protestor, the
assertion that wages do not constitute income,
erroneous claims of deductions, credits, or adjust-

ments to income, and claims by organizations that
they qualify as churches.
(As quoted from Paragraphs 400-4024.08)

Note that in describing “tax protesters,”’ the Commerce
Clearing House itself admits that the income tax is
voluntary, but then refuses to ascribe this as one of the
reasons ‘‘tax protesters’ believe they are not required to pay
the tax. Why do you suppose this is?

4. This book contains references to many individuals,
including teachers, lawyers, students, etc., which obviously
include members of both sexes. For ease in reading,
however, (not meant to be discriminatory) I will use simply
“he” or ‘“she” rather than the coupled “he/she” when
necessary, throughout the remaining chapters.

5. Obviously no one can be required to pay estimated
taxes or submit to withholding, since this would amount to
paying federal income taxes before they were assessed. (See
Chapter 4 for more information.)
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— CHAPTER 2 —
WHY AN INCOME TAX MUST BE VOLUNTARY

“Anything repugnant to the Constitution is null and void.”’

There are a number of reasons why our income tax
must be voluntary. Here are a few of them:

1. A compulsory income tax would violate all three
taxing clauses of the Constitution, and would be uncon-
stitutional on this basis alone.

2. The inquisitorial nature of an income tax would be
repugnanttoboth the letter and spirit of the Bill of Rights—
and the government could extract such a tax only by
disregarding the first Ten and other amendments.

3. A compulsory income tax would also be violative of
the 16th Amendment—the very Amendment which alleg-
edly gave rise to the current tax.

4. Since nowhere in the Code is the word “income”
defined, (Remember an “income tax” is a tax on “in-
come,” not on its sources) how can a valid law presume to
tax an abstract accounting concept which the law itself does
not (and can not) define—and which Congress does not have
the authority to define?

5. The “law” applicable to income taxes is so incompre-
hensible that even tax professionals have to rely on a
myriad of tax services to explain it. Thus, pursuant to a
fundamental legal principle known to every law student,
a compulsory income tax would have to be declared—by
any court of integrity—"void for vagueness.”

WHY THE INCOME TAX VIOLATES
ALL OF THE TAXING CLAUSES
IN THE CONSTITUTION

The Constitution provides for two broad classes of
taxes—direct taxes and indirect taxes. All federal taxes (if
compulsory) must fall into either one class or the other.
The Constitution also lays down specific conditions
pursuant to which each class must be levied. And federal
taxes not levied pursuant to these conditions would be
automatically unconstitutional.

DIRECT AND INDIRECT TAXES!

The Constitution makes important distinctions between
direct and indirect taxes and sets up different conditions for

~—Chief Justice John Marshall,
Marbury v. Madison, 1 Cr. 137 (1803)

their imposition. Few Americans are aware of these
different forms of taxation, let alone their constitutional
distinctions. Historically, with one notable exception (the
1895 Pollock decision) federal courts have obscured and/or
misconstrued these distinctions. Today’s courts, however,
ignore them altogether—as if they didn’t even exist.2

One such class of taxes, referred to in the Constitution as
“direct taxes,” is provided for in Article 1, Sections 2 and 9,
clauses 3 and 4, which states that all “direct taxes shall be
apportioned among the several states” pursuant to “a
census or enumeration...directed to be taken.” The only
thing that the Constitution says twice, is that direct taxes
must be apportioned.

Direct taxes are those paid directly to government and are
imposed directly on individuals. They may be levied as a
simple head or pole tax, or related to some other standard
such as wealth, rank, profession or income. Federal taxes
that fall into this category are income, estate and gift taxes;
however, the U.S. Congress has, since 1861, totally ignored
the constitutional restrictions that apply to direct taxes. All
such taxes, however, according to the Constitution, have to
be imposed in proportion to state population. This means
that before any direct tax can be constitutionally imposed,
the U.S. Congress has to do the following things before it
can begin collecting such a tax. It first would have to:

1. Decide and incorporate within the law the exact dollar
amount it intended to collect—such as, $100 million, $648
million, $1.10 trillion, etc., etc.;

2. Apportion a fixed percentage of that total against each
state in proportion to its population;

3. Determine the different tax rates that would apply in
each state, so that each state could collect the total amount
apportioned.

Thus the government’s ability to collect income taxes by
way of apportionment would be far more complicated and
harder (And for darn good reasons! Our Founding
Fathers weren’t fools, but represented the best minds that
have ever been assembled on this continent) than how it
goes about extracting direct taxes today.’
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Indirect Taxes

Indirect taxes permit the government to tax people
indirectly, by placing taxes on the things they buy. However
the people can avoid such taxes by refusing to buy the things
taxed. This, as our Founding Fathers recognized, gives to
indirect taxes a self-correcting mechanism which guards
against their abuse. However, since direct taxes can not be
avoided, they possess no similar self-correcting mechanism.
Our Founding Fathers believed that some protection had to
be written into the law—and apportionment was the
method devised. However, by tossing these protective
provisions out the window, federal courts freed the
government from all effective constitutional restrictions that
apply to direct taxes, and permitted it to levy (with ease)
direct taxes to whatever abusive and destructive levels it
desired.*

The Constitution provides for indirect taxes (referring to
them as “duties, imposts and excises’’) in Article 1, Sect. 8,
Clause 1, and mandates that they must be levied on the basis
of geographic uniformity. This simply means that an excise
tax imposed on a product in one state must be imposed on a
similar basis in all states. But unlike direct taxes, no total
amount has to be first determined, nor does any specific
amount have to be allocated to any state. Our Founding
Fathers assumed that the government could run on indirect
taxes alone, and would levy direct taxes only in time of war
and other emergencies. They believed this because they
gave the new government very few peacetime powers and
duties. The bulk of what the federal government now
spends money on is for expenditures nowhere authorized in
the Constitution. (See pages 44-54 of The Great Income Tax
Hoax.)

So all federal taxes can only be lawfully levied on either
one basis or the other. If they represent a direct tax, they
must be apportioned. If they represent an indirect tax, they
must be geographically uniform. Since the income tax is
levied neither as an apportioned, direct tax nor as a “‘duty,
impost, or excise,” it falls into none of the taxing clauses of
the Constitution and because of this it can not be levied as
a mandatory tax!

A COMPULSORY INCOME TAX
IS REPUGNANT TO THE
BILL OF RIGHTS

It would appear that the Bill of Rights now holds little
interest for Americans since they are perfectly willing to
jettison it in favor of the government’s ability to extract
income taxes from them. Had the Founding Fathers
realized how little future generations of Americans might
value these Rights, they probably wouldn’t have bothered
appending them to the Constitution.

How Federal Income Taxes
Obliterated the 4th and 5th Amendments

In pursuit of income taxes, the government was willing to
obliterate the three most important provisions in the Bill of
Rights while eliminating the Constitution’s most important
feature. Those eliminated provisions are:

1. The Fourth Amendment, which mandates that the
“right of the people to be secure in their persons, houses,
and papers...shall not be violated” except ‘“‘upon probable
cause”’ supported by a valid warrant;

2. The Fifth Amendment provision which bars the
government from compelling an American “to be a witness
against himself”’; and

3. The Fifth Amendment provision barring the
government from depriving an American ‘“‘of life, liberty, or
property, without due process of law.”

The Due Process Clause
Of the Fifth Amendment

There can be no question that the “due process clause” is
the most important feature of the Constitution, without
which the rest of it isn’t worth a hill of beans. This provision
is what formerly set Americans apart from the rest of the
peoples of the world—allowing Americans to walk freer and
taller. In essence, what this provision says is that an
American’s property belongs to him and not the state, and
before the state can take property away from an American,
his government is required to first give him a hearing, before
an impartial judge, and only then take his property pursuant
to a court order. That’s what “due process of law”’ means.
The essence of “due process” is a hearing...a fair one,
before an impartial judge... since a hearing before a partial
and biased judge would be a ““hearing” in name only...and
would only make a mockery of the right. At such a
hearing, the United States would have to prove its claim to
property before it could take it, and the citizen would have
an opportunity to refute the government’s claim. That was
how the Founding Fathers envisioned it. Constitutionally,
that’s the way it is supposed to be—but that’s not the way it
is anymore. The “due process” clause is dead!

America Without “Due Process”

To appreciate the importance of this clause, picture an
America with every right guaranteed by the Constitution
except this one. Americans would have the right of
assembly, free speech, religion, and any other right you can
think of, but the government could, if it wished, confiscate
private property without hearings of any kind. Suppose the
government could send U.S. marshals, armed not with
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court orders but only with guns, to drive Americans from
their land and homes, which the government could then sell
to satisfy alleged claims. Or suppose the government could
send agents directly to banks and clean out accounts based
only on the agent’s unsupported claim that the money is
owed the government. Or suppose they could send people to
jail without trials. What would the Constitution be worth
then? Would that sound like America? In case you are
unaware of it, however, this is America today.’

IRS agents (not U.S. marshals, though they are
occasionally involved) now seize property including land
and homes without benefit of court hearings or court orders
and auction them off to satisfy fictitious government claims.
These government agents even go so far as to seize property
belonging to one party to satisfy the alleged tax “owed” by
another. In these instances denial of due process is
compounded, since no proof is ever presented to any court
that:

1. The tax allegedly owed is, in fact, owed, and

2. The property seized belonged not to the person
possessing it, but to some other person allegedly owing the
tax.

Such seizures get special media attention when IRS
agents, for example, wipe out entire bank accounts
belonging to children on the pretext that the money actually
belonged to the parents, who they claim owed the
government back income taxes and/or penalties. The
public’s indignation is aroused only because the children’s
money was earned babysitting, or mowing lawns or
shoveling sidewalks. The IRS has received a lot of
unfavorable publicity following a rash of such seizures
(involving amounts of, for example, $17.00 and $22.00), and
as a result, announced that, henceforth, it would limit such
seizures to accounts containing only $100.00 or more! It
should be observed that such seizures only evoke public
criticism because the amounts are so small and belong to
children. But the press and the public never question the
obvious illegality of such seizures on other grounds.
The press never even bothers reporting and or criticizing
such seizures when the amounts involved are much larger
and involve adults. (For more on this see Chapter 7.)

An October, 1988 Reader’s Digest article by Sen. David
Pryor (D., Ark.), Chairman of the Senate Finance
Subcommittee on Internal Revenue Service Oversight,
reported about Thomas L. Treadway, “owner of a
successful trash management business” in Pipersville, PA.
The article explained that on the very day the IRS informed
Mr. Treadway that he owed the government $247,000, it
began seizing his assets. Also “Claiming that Treadway was
diverting assets to his friend and companion Shirley
Lojeski, revenue officer George Jessup also seized $22,000

from her bank account and put a lien on her horse farm.”
Senator Pryor points out that, “There was absolutely no
evidence to support the charge. But the seizure made it
impossible for Lojeski to buy feed for her horses and she was
threatened with foreclosure when she did not make her
mortgage payments.” Later, an IRS Appeals Officer found
the assessment unreasonable, and the IRS was also forced to
remove the liens on Miss Lojeski after she successfully
brought suit in federal court. The court, however, denied
Treadway and Lojeski recovery of any of the $§75,000 they
spent in legal and accounting fees, and it took the IRS four
months to remove its liens.

While the Senator’s article highlights this particular
citizen’s nightmare, there are thousands upon thousands
(but even one would be too many) that go unreported,
unpublicized and unnoticed. This occurs, on a daily basis, in
a country that boasts of a commitment to due process and
civil rights.

The Senator reported in that article that, “The IRS can
seize a person’s property or garnish his income just ten days
after its official notice that a tax is due—even if the taxpayer
disputes the assessment.” He also reported that, “A
judgment or court order is not required,” and that “there is
presently no formal process to appeal a wrongful collection
action.” Senator Pryor’s misconception concerning what
the IRS can and can not lawfully do, illustrates just how
little our lawmakers know about the laws they pass—to say
nothing about their lack of understanding regarding the
meaning of constitutional rights. There are no laws that
allow the IRS to seize property in the manner
described by Senator Pryor. And if there were, they
would be void for being repugnant to the Constitution—
pursuant to the principle expressed by John Marshallin the
famous Marbury v. Madison decision.®

EXTORTION-—FEDERAL STYLE

In 1982, Congress added new penalty provisions to the
Code, as embodied in sections 6700, 6701, 6702, 6703, and
6682 (Figure 2-1). Note that the section 6701(B) penalty
relates to ‘‘an understatement of the liability” of a tax, while
6702(C) provides a penalty for those filing returns which do
“not contain information on which the substantial
correctness of the self-assesment may be judged” or where
“on its face indicates that the self-assessment is
substantially incorrect.” Note too, that section 6703(D)
places the burden of proof “‘as to whether or not any person
is liable” for section 6700(A), 6701(B), and 6702(C)
penalties, on the government. The following should be
noted with respect to the wording of these sections:

1. For the first time, a specific reference and
acknowledgement in the “‘law” itself that income taxes are
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FIGURE 2-1

§ 6700. Promoting abusive tax shelters, ete.

(a) Imposition of penalty

Any person who—
(1)} A) organizes (or assists in the organiza-
tion of)—
(i) a parthership or other entity,
(ii) any investment plan or arrangement,
or
(iii) any other plan or arrangement, or

(B) participates in the sale of any interest
in an entity or plan or arrangement referred
to in subparagraph (A), and

(2) makes or furnishes (in connection with
such organization or sale)—

(A) a statement with respect to the
allowability of any deduction or credit, the
excludability of any income, or the securing
of any other tax benefit by reason of hold-
ing an interest in the entity or participating
in the plan or arrangement which the
person knows or has reason to known is
false or fraudulent as to any material
matter, or

(B) a gross valuation overstatement as to
any material matter,

shall pay a penalty equal to the greater of
$1,000 or 10 percent of the gross income de-
rived or to be derived by such person from
such activity.

§ 6701. Penalties for aiding and abetting understate-
ment of tax liability

(a) Imposition of penalty

Any person—

(1) who aids or assists in, procures, or ad-
vises with respect to, the preparation or pres-
entation of any portion of a return, affidavit,
claim, or other document in connection with
any matter arising under the internal revenue
laws,

(2) who knows that such portion will be
used in connection with any material matter
arising under the internal revenue laws, and

(3) who knows that such portion (if so used)
will result in an ynderstatement of the liabili-
Ly for tax of another person,

shall pay a penalty with respect to each such
document in the amount determined under sub-
section (b).

§ 6702, Frivolous income tax return

(a) Civil penalty
If—
(1) any individual files what purports to be
a return of the tax imposed by subtitle A but

TITLE 26—INTERNAL REVENUE CODE § 6700

which—

(A) does not contain information on
which the substantial correctness of the
self-assessment may be judged, or

(B) contains information that on its face
indicates that the self-assessment is sub-
stantially incorrect; and

(2) the conduct referred to in paragraph (1)
is due to—
(A) a position which is frivolous, or
(B) a desire (which appears on the pur-
ported return) to delay or impede the ad-
ministration of Federal income tax laws,

then such individual shall pay a penalty of
$500.

§ 6703. Rules applicable to penalties under sections
6700, 6701, and 6702

(a) Burden of proof

In any proceeding involving the issue of
whether or not any person is liable for a penal-
ty under section 6700, 6701, or 6702, the burden
orf) p|roof with respect to such issue shall be on
the o

retary.

§ 6682. False information with respect to withholding
(a) Civil penaity

In addition to any criminal penalty provided
by law, if—

(1) any individual makes a statement under
section 3402 which results in a decrease in the
amounts deducted and withheld under chap-
ter 24, and

(2) as of the time such statement was made,
there was no reasonable basis for such state-
ment,

such individual shall pay a penalty of $500 for
such statement.

(b) Exception

The Secretary may waive (in whole or in
part) the penalty imposed under subsection (a)
if the taxes imposed with respect to the individ-
ual under subtitle A for the taxable year are
equal to or less than the sum of—

(1) the credits against such taxes allowed by
part IV of subchapter A of chapter 1, and

(2) the payments of estimated tax which
are considered payments on account of such
taxes.

These are laws?! W hat college professor will claim that such language is enforceable as ‘‘law’’? With respect to Section 6702: W hat is
“frivolous’’, or constitutes “‘a desire to delay or impede, and just who will make these determinations? With respect to Section 6682:
What is a *‘reasonable basts’’ and just who will make that determination? Talk about ‘“void for vagueness!’’ W ho will now claim that

we are a society of law and not men?
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based solely on ‘‘self-assessment.”” This direct
acknowledgement never appeared in the law before—since
the principle was derived solely from the fact that the Code
authorized no other form of income tax assessment. But now

section 6702 officially confirms it—for whatever good that’ll

do. But this official acknowledgement regarding the “self-
assessment”” of income tax does not appear anywhere else in
the Code with respect to any other federal tax!

2. Note that section 6702 states that the penalty only
relates to ‘‘the tax imposed [emphasis added] by subtitle A,”
but not to any tax “liability” created in that subtitle. The
reason for this omission is covered in Chapter 6 and reveals
why section 6702, if mandatory, would be illegal—which is
how it is being enforced.

3. Note the use of the word “shall” in *‘shall pay a penalty
of $500.” “Shall” in each case really means “may,” because
any other construction in connection with income taxes (see
Chapter 3) would render the section unconstitutional.

4. Note further that section 6701 only applies “to an
understatement of [a tax] liability”; which as Chapter 6
explains, means it can not apply to income taxes; while
section 6703 applies only when a ““person is liable for a
penalty” under sections 6700, 6701 and 6702. But since no
one is made “liable” for a penalty in any of those sections,
section 6703 can’t apply to any of them.

Figure 2-2 will, however, illustrate with what lawlessness
these provisions are enforced by the government, and
should dispel forever any naive belief that taxing statutes are
enforced with any degree of honesty by the federal
government. First of all, note that Mr. Ollman is informed
that his “Form W-4 does not meet the requirements of
Section 3402...” This claim is false since Mr. Ollman’s
Form W-4 does mee: the requirements of Section 3402 (see
Chapter 8). In any case, Mr.Ollman is also informed that
his “Form W4 is not acceptable because we have norecord
of your 1986 income tax return on file.” On this basis, Mr.
Ollman is further informed that he is being made subject to
a $500 civil penalty for false information with regard to
withholding.” It should be obvious from these two
statements that the IRS had absolutely no evidence to
substantiate its claim. The government arbitrarily claimed
that the information on Mr. Ollman’s 1987 W4 was “false”
simply because it had “‘no record of [his] 1986 income tax
return on file.” One does not need a high 1.Q. to figure out
that this provides absolutely no basis for concluding that any
information on Mr. Ollman’s 1987 W-4 was “false”—let
alone provide a basis for a $500 civil penalty. In addition,
Mr. Ollman signed his W-4s under “penalty of perjury”—
would he have risked criminal prosecution for perjury if he,
for a moment, did not believe the information that he
supplied on his W-4 was truthful? And if the government

claims that the information was *“‘false,” then why did it not
charge Ollman with perjury? In addition, did the faceless
and nameless IRS agent who wrote Ollman’s employer
claiming that Oliman’s Form W-4 was “incorrect” (and
requesting that it be disregarded) ever similarly swear under
penalty of perjury as to the truthfulness of Ais claim? So how
can an unsigned and unsworn to statement of a phantom
government employee (maybe a charlady) take precedence
over a signed and sworn declaration of a private citizen? I
challenge anyone to explain that! Also note that besides
illegally extracting a 8500 penalty (plus interest charges) the
government has also instructed Ollman’s employer to
“disregard” his sworn W-4 and to “withhold tax as if the
employee was single and claiming 1 withhoiding
allowance.” This is the document, remember, that the
government told those students in Figure 1-3, note D
(Chapter 1) by which employees “tell their employers how
much to withhold from their pay.” But obviously that
statement was a lie! (So, what else is new?) If the
government doesn’t like what employees “tell” employers,
then employers are told to disregard what they are told by
employees. Therefore, since employees have no control over
their wages, then who really owns their wages—them or the
United States government? And, if the United States
government now owns and controls the wages of American
employees, then what have American employees become?

But the government did not only take $500 from Mr.
Ollman, it seized (based on the claim of some Revenue
Officer whose signature is hardly legible and who might
now be employed pumping gas, see Figure 2-3) $1,936.80 in
such penalties, plus interest (overlooking the additional
$3,714.24 it illegally seized for taxes Oliman didn’t owe)! Do
you realize that there are thousands of people now serving
time for stealing a whole lot less?

As shown by Figure 24, if victims do not pay up in 10
days, the IRS can begin confiscating anything they can get
their hands on (including the victim’s wages), to satisfy the
totally fraudulent penalty imposed. To maintain a fiction of
“due process,” the government in its beneficence gives
victims the “right” to bring a law suit in federal court to
recover the funds illegally seized. However, since any such
federal law suit would cost the victim far more in time and
money (in courts that have aiready been stacked against
him) than the fine itself, this amounts to nothing more than
naked, mafia-like federal extortion. And if, in such a lawsuit,
the victim raises valid legal arguments to contest the
government’s illegal seizure of his property, he risks being
fined another $5,000 for raising “frivolous” arguments.
Welcome to Amerika!’

And while this goes on in America on a daily basis, college
law professors give esoteric lectures to the nation’s law
students on the protection afforded Americans by the ‘“due
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process” clause of the Constitution, and the American Civil
Liberties Union (ACLU) jumps up and down and pounds
its chest to remind us that it is ever watchful, lest our
constitutional rights be eroded or violated.

So despite the due process clause of the Constitution and
all of the slogans and trappings of justice with which
American courthouses and courtrooms are adorned, the
United States “‘acquires’ property on a basis that differs
little from how Ghengas Kahn “‘acquired” property or how
some large and pugnacious caveman might have “acquired”

a thigh bone from someone smaller and less robust, living in
the next cave.

In addition to all of the above, the IRS, when determining
the tax a non-filer allegedly owes (which the law doesn’t
authorize it to do) often adds to that amount a 50 percent
“civil fraud” penalty, the elements of which differ little
from those constituting criminal tax evasion. Assuming
that, in this latter case, the individual does not, within 90
days, choose to contest this penalty in a kangaroo “Tax
Court” (which is not really a court at all, but merely another

FIGURE 2-3

Form 668-W

fRev September 1986)

Department ol the Treasury ~ Interna Revenoe Service

Notice of Levy on Wages, Salary, and Other Income

Date: “,2“ -87

Szevice

Disvict: £+, | padeedple | F .

TO: Mmu& Apo\\s Pos“'f)\Df;\TA CEJ\E&

ne nu; r ~D -T-
S o (365)_§ 3~ 4012 LR

Name and A dress of Taxpayer

Houdl\ﬁ

Twin

us PastA
8§T&5,Mu 551-9¢3S°

Att; Gep. Accoupting - PAyﬁo

I

8625 N

MlAM\ F
P75 50 FR butek

ol\gnﬂ

32—

33/?3"‘” 2

y722
RepLY: T RS 737
ﬁl %LUA) ’STAV%'lngM 460 Idenufymg Number(s) l/—},kf&
? |
' ; O Tuckee Stop3180 23:-4%: 82235,[”)
Kind of Tax pe.;o?‘snded g i‘é’éﬁfﬁLﬁ Tou!
1040 [12-31-82| ¥ 3¢ 26.86 77.38 |#3,114.24
Q4] 12-3\- B2 500,00 50.87 550.87)
1040 1 2-31-83 5£00.00 2 32.94 ’)32,‘12
1040 |i12-31-84 500.00 | 52.99 ¢52.9

9/

fts,¢51.04

Totat amount due .

{2-20-87

Interest and late payment penalty have been figured to

As required by the Internal Revenue Code, notice and demand for the above amount were made on the taxpayer,
who neglected or refused to pay. The amount is unpaid and still due. Chapter 64 of the Internal Revenue Code provides
a lien for the tax and statutory additions. Items levied on to pay this are: (1) all wages and salary for personal services
of this taxpayer that you now possess or for which you become obligated, framr-the date you receive this notice of levy
until a release of levy is issued, and (2) other income belonging to this taxpeyer that you now possess or for which you
are obligated. These wages, salary, and other income are levied on only to the extent that they are not exempt from
levy under Code section 6334 as shown in the instructions, Demand is made on you to pay the total amount due.
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administrative agency masquerading as a court) district
courts will permit the IRS to proceed to confiscate property
on the basis of totally unproven civil fraud allegations,
and if the victim seeks a hearing in a district court to
contest those allegations, it will be denied. The courts will
then permit the IRS to seize property on the basis of totally
unproven civil fraud allegations even though the statute (see
Figure 2-5) clearly states that the government has the
burden of proving civil fraud, but the government will be
allowed to seize property even though the government never
meets that burden!

Now in all the above instances, the government seized
property in payment of alleged income taxes and
related fines and penalties without court hearings of

any kind. So it shouldn’t take a particularly keen legal mind
to figure out that any law that would authorize such seizures
would have to be illegal in view of the Constitution
specifically prohibiting such governmental
behavior. So why isn’t the law authorizing such seizures
illegal—or unconstitutional? Why? Because there are no
laws that authorize it! Remember, the income tax is
voluntary, so if there were such laws, the payment of
income taxes would be mandatory, not voluniary.

Nowhere in the Internal Revenue Code is the IRS (i.e.,
the government) authorized to seize property in the manner
described above. The people responsible for drafting the
Internal Revenue Code were smart enough not to put
anything like that in the law, since if the Code did authorize
such seizures, the Code would be unconstitutional for

004116
Department ofthe Treasury

7%internal Revenue Service

107 6501
P 900 240 802

Past Due
Final Notice (Notice of Intention to Levy)

Read Carefully

HOWARD H OLLMAN
PO BOX 522802
MIAMI FL 33152-2802

THIS IS YOUR FINAL NOTICE.
STILL NOT BEEN RECEIVED.

\
& " TAX LIEN AGAINSY YOUR PROPERTY.

CREDIT YOUR ACCOUNT.

NOTICE.
CHARGED.
PERCENT PER MONTH AFTER THIS NOTICE.

IF YOU RECENTLY PAID THE AMOUNT DUE,
CONTACT THE OFFICE SHOWN ABOVE TODAY.

TAX FORM NUMBER
TAX PERIOD ENDED

BALANCE OF PRIOR ASSESSMENTS
LATE PAYMENT PENALTY
INTEREST

TOTAL AMOUNT DUE

ENCLOSURES:
ENVELOPE

FIGURE 24

YOUR FULL PAYMENT OF THE FEDERAL TAX SHOWN BELOW HAS

IF FULL PAYMENT IS NOT RECEIVED WITHIN TEN DAYS FROM THE DATE
OF THIS NOTICE, WE WILL BEGIN ENFORCEMENT PROCEEDINGS,

A NOTICE OF FEDERAL TAX LIEN MAY BE FILED, WHICH IS A PUBLIC NOTICE THAT THERE IS A
AS ?ROVIDED BY SECTION 6331 OF THE INTERNAL REVENUE
EROPERTY _MAY

RPT ACR REF #616

If you have any questions, refer to this information:
Date of This Notice: 04-18-88 506 8819
Taxpayer ldentitying Number: 129-42-0251 SV

Form Tax Year Ended Document Locator
Number
CIV PEN 12-31-87 £92564-467-52020-8
Call: 1-800-424-1040

or

Write: Chief, Taxpayer Assistance Section
Internal Revenue Service Center

ATLANTA, GA 39901

1t you write, be sure 10 attach the bottom part of this notice.

-

TO PREVENT THIS ACTION, SEND FULL PAYMENT TODAY BY CHECKX OR MONEY ORDER PAYABLE T0
WRITE YOUR TAXPAYER IDENTIFYING NUMBER ON YQUR PAYMENT.
INCLUDE THE BOTTOM PART OF THIS NOTICE WITH YOUR PAYMENY SO WE CAN QUICKLY IDENTIFY AND

ﬁja o f_l"’ CODE,

! \\" , COMMYSSTONS, OF OTHER INCOME

™ ‘{\\ ” AUTOMOBILES, MAY ALSO BE SEIZED AND SOLD TO PAY YQUR TAX.
\"N s INTERNAL REVENUE SERVICE.

WE HAVE CALCULATED PENALTY AND INTEREST AMOUNTS TO TEN DAYS FROM THE DATE OF THIS
ADDITIONAL INTEREST AND PENALTIES KWILL BE
THE FAILURE TO PAY PENALTY INCREASES FROM ONE HALF PERCENT PER MONTH TO ONE

IF PAYMENT IS NOT RECEIVED BY THEN,

OR IF YOU CANNOT PAY THIS AMOUNT IN FULL,

Reply within 10 days
to avold enforcement action
and additional penalities.

THIS INCLUDES SALARY OR WAGES,
REA ES ATE AND PERSONAL PROPERTY SUCH AS ..

CIV PEN
12-31-87
$500.00
60.00
$2.92

$502.92
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reasons that should already be apparent. “How,” you ask,
“can the IRS get away with it?” It can—only because
federal judges are perfectly willing to disregard both
the law, the Constitution, and their oaths of office.

HOW THE INCOME TAX
VIOLATES THE “FIFTH”

There is probably more misunderstanding about the
Fifth Amendment than anything else in the Constitution,
due in large measure to the publicity it has received through
television. Numerous labor racketeers, underworld
characters, politicians, and other personalities have been
seen and heard on the tube saying, “I plead the Fifth
Amendment and respectfully refuse to answer the question
on the grounds that the answer would tend to incriminate
me,” or words to that effect. Thus the public has come to
regard the Fifth Amendment only with protection against
“self-incrimination” and nothing more. However, apart
from there being more to the Amendment than this, such a
perception distorts it even further, since ‘‘self-
incrimination” has nothing to do with this right. As a matter
of fact, self-incrimination, is not even mentioned in the
Ameadment which states that “no person shall...be
compelled in any criminal case to be a witness against
himself.”’

So the amendment declares that Americans cannot be
compelled to be witnesses and give information about
themselves, whether or not such information is
incriminating. This means that under no circumstances
can the United States require Americans to give
information which can be used against them for alleged
violations of civil or criminal statutes. Although the Fifth
Amendment only mentions “criminal” matters, the
Supreme Court (in McCarthy v. Arndstein, 266 US 34)
ruled that the Fifth Amendment “applies alike to criminal
and civil proceedings.”

Self-incrimination has nothing to do with this Fifth
Amendment right because Americans may not know what is
incriminating in the information they give. Suppose some
junkie spotting you on Times Square at 3:00 p.m. on
Christmas Day, later tells the police that he met you there at
that time for the purpose of purchasing drugs from you.
Suppose later, the police ask you if you were at Times
Square at that time—and you say, yes: You have obviously
incriminated yourself without knowing it.

The Founding Fathers’ abhorrence for compelling
individuals to give information about themselves
undoubtedly goes back to their abhorrence of the medieval
rack, which was used to extract confessions and other
information. Any process, therefore, by which the United
States compels Americans to give information about

FIGURE 2-5

(from the Internal Revenue Code)

§ 7451, Burden of proof in fraud, foundation man-
ager, and transferee cases

(a) Fraud

In any proceeding involving the issue wheth-
er the petitioner has been guilty of fraud with
intent to evade tax, the burden of proof in re-
spect of such issue shall be upon the Secretary.

themselves, which can later be used against them in any
manner—either criminally or by way of civil fines and
penalties—is nothing more than a manifestation of the
““rack” syndrome, and is clearly barred by our Constitution.

How Americans Got Conned Out of a Right

The public’s confusion concerning its Fifth Amendment
right and the better known privilege against self-
incrimination is due to the United States’ success in getting
the public to accept a limited privilege in exchange for a
broad right. What enabled the government todo it is related
to the American legal principle that ““the state is entitled to
everyone’s testimony.”

This is a good principle, designed to protect the innocent
and convict the guilty. Suppose, for example, that you were
charged with a crime, but the testimony of another could
establish your innocence. Shouldn’t you have the right to
compel that person to testify to help prove your innocence?
The answer is yes—which is why both parties to a trial have
the power to subpoena witnesses. Without being
subpoenaed, many potential witnesses might refuse to
testify, but a subpoenaed witness risks being held in
contempt of court for such refusal. Similarly, congressional
committees (as well as grand juries) have the power to
subpoena witnesses in connection with congressional
investigations. However, in such investigations, those
subpoenaed are not considered “‘targets:”’ Their testimony
is wanted only because it might reflect on others or on the
subject under investigation.

However, if, in this situation, questions are asked which
answers might be self-incriminating to the witness, he or she
can refuse to answer. In such instances, the witness claims,
not his Fifth Amendment right not to be compelled to be a
witness against himself (since in this case he was not
subpoenaed for that purpose) but his Fifth Amendment
privilege against self-incrimination, since in that setting, he
has no right nor to be a witness. Note that in one case we have
the claim of a right which can have no exceptions, while in
the other case we have the claim of a privilege which can have
exceptions, such as the granting of immunity to compel
testimony.
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What has all this to do with income tax returns? Well,
when you fill out a return, you agree to waive this right (you
mean you didn’t know?) and give the government
permission to use all that informtion you supply against
you—either criminally or civilly—in any manner it wishes.
But not only that, you also give the United States
permission to turn this information over to the States so that
they can use it against you too! And you also give the United
States permission to turn the information over to foreign
governments so that they too can use the information against
you. And you also give the United States permission to
share your “private” financial affairs with numerous
individuals and committees of government. This was how
President Nixon was able to use IRS audits against those on
his “‘enemies list” and how the Republicans found out about
Senator Eagleton’s psychological problems (which they
then leaked to the press), from the medical deductions
shown on his returns.

Figure 2-6 contains excerpts from Section 6103 of the
Internal Revenue Code entitled “Confidential Disclosure of
Return and Return Information.” This is an extensive
section of approximately 12 pages (of tightly spaced type)
listing those individuals, committees and governments with
whom the United States can share the contents of your tax
return. For example, Section 6103(d)(2)(A) states that your
return will be “open for inspection” by state governments in
connection with their tax collection activities. And who can
state governments share this information with? Section
6103(f)(1) lists specific committees of Congress such as: the
House’s Committee on Ways and Means, and the Senate’s
Committee on Finance and Congress’ Joint Committee on
Taxation, whose chairmen are authorized to request
returns. But 6103(f)(3) provides that any other committee
can get permission by resolutions passed by each body (and
1 have no doubt that this isn’t too difficult to do). Paragraph
6103(g)(1) entitled “Disclosure to President and Certain
Other Persons,” authorizes the President or “such
employee or employees of the White House Office, as the
President may designate by name,” to get ““a return or
return information.”” This section further authorizes the
head of any federal agency and the FBI to get returns from
the prior three years of anyone who is being considered for
“appointment to a position in the executive or judicial
branch.” Section 6103(h) is one of the sections that provides
that returns and return information can be turned over to
the Department of Justice for use against filers.

For example, Section 6103(h) (2) provides that:

In a matter involving tax administration, a return or
returns shall be open to inspection by or disclosure to
officers and employees of the Department of Justice
(including United States attorneys)...in, any

FIGURE 2-6

(portions extracted from the Internal Revenue Code)

Section 6103:
(d) Disclosure to State tax officials

(D In general

Returns and return information with re-
spect to taxes imposed by chapters 1, 2, 6, 11,
12, 21, 23, 24, 31, 32, 44, 51, and 52 and sub-
chapter D of chapter 36 shall be open to in-
spection by, or disclosure to, any Stale
agency, body, or commission, or its legal rep-
resentative, which is charged under the laws
of such State with responsibility for the ad-
ministration of State tax laws for the purpose
of, and only to the extent necessary in, the
administration of guch laws, including any
procedures with respect to locating any
person who may be entitled to a refund. Such
inspection shall be permitted, or such disclo-
sure made, only upon written request by the
head of such agency, body, or commission,
and only to the representatives of such
agency, body, or commission designated in
such written request as the individuals who
are to inspect or to receive the returns or
return information on behalf of such agency,
body, or commission. Such representatives
shall not include any individual who is the
chief executive officer of such State or who is
neither an employee or legal representative
of such agency, body, or commission nor a
person described in subsection (n). However,
such return information shall not be disclosed
to the extent that the Secretary determines
that such disclosure would identify a confi-
dential informant or seriously impair any civil
or criminal tax investigation.

(2) Disclosure to State audit agencies
(A) In general

Any returns or return information ob-
tained under paragraph (1) by any Stalc
agency, body, or commission may be open to
inspection by, or disclosure to, officers and
employees of the State audit agency for the
purpose of, and only to the extent neces-
sary in, making an audit of the State
agency, body, or commission referred to in
paragraph (1),

() Disclosure to Commitiees of Congress

(1) Committee on Ways and Means, Committee on
Finance, and Joint Committee on Taxation

Upon written request from the chairman of
the Committee on Ways and Means of the
House of Representatives, the chairman of
the Committee on Finance of the Senate, or
the chairman of the Joint Committee on Tax-
ation, the Secrctary shall furnish_such com-
mittee with any return or return information
specified In_such request, except that any
return or return information which can be as-
sociated with, or otherwise identify, directly
or indirectly, a particular taxpayer shall be
furnished to such committee only when sit-
ting in closed executive session unless such
taxpayer otherwise consents in writing to
such disclosure.
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FIGURE 2-6 (continued)

(3) Other committees

Pursuant to an action by, and upon written
request by the chairman of, a committee of
the Senate or the House of Representatives
(other than a committee specified in para-
graph (1)) specially authorized to inspect any
return or return information by a resolution
of the Senate or the House of Representa-
tives or, in the case of a joint committee
(other than the joint committee specified in
paragraph (1)) by concurrent resolution, the
Secretary shall furnish such committee, or a
duly authorized and designated subcommittee
thereof, sitting in closed executive sesston,
with any return or return information which
such resolution authorizes the committee or
subcommittee to inspect. Any resolution de-
scribed in this paragraph shall specify the
purpose for which the return or return infor-
mation is to be furnished and that such infor-
mation cannot reasonably be obtained from
any other source.

£) Disclosure 10 President and certain other persons
(1) In general

Upon written request by the President,
signed by him personally, the Secretary shall
furnish to the President, or to such employee
or employees of the White House Office as
the President may designate by name in such
request, a return or return information with
respect to any taxpayer named in such re-
quest. ’

(h) Disclosure to certain Federal officers and employ-
ces for purposes of tax administration, cte.

(1) Department of the Treasury

Returns and return information shall, with-
out written request, be open to inspection by
or disclosure to officers and employees of the
Department _of the Treasury whose official
duties require such inspection or disclosure
for tax administration purposes.

(2) Department of Justice

In a matter involving tax administration, a
return or return information shall be open to
inspection by or disclosure to officers and em-
plovees of the Department of Justice (includ-
ing United States attorneys) personally and
directly engaged in, and solely for their use
in, anv_proceeding before a Federal grand
jury or preparation for any proceeding (or in-
vestigation which may result in such a pro-
ceeding) before a Federal grand jury or any
Federal or State court.

(i) Disclosure to Federal officers or employees for ad-
ministration of Federal laws not relating to tax
administration

(1) Disclosure of returns and return information
for use in_criminal investigations
(A) In general

Except as provided in paragraph (6), any
return or return information with respect
to any specified taxable period or periods
shall, pursuant to and upon the grant of an
ex parte order by a Federal district court
judge or magistrate under subparagraph
(B), be open (but only to the extent neces-
sary as provided in such order) to inspection

re 1

by, or disclosure to, officers and employces
of any Federal agency who are personally
and directly engaged in—

(i) preparation_for any judicial or ad-
ministrative proceeding pertaining to the
enforcement of a specifically designated
Federal criminal statute (not involving
tax administration) to which the United
States or such agency is or may be a
party,

(ii) any investigation which may result
in such a proceeding, or

(iii) any Federal grand jury procceding
pertaining to enforcement of such a crimi-
nal statute to which the United States or
such agency is or may be a party,

solely for the use of such officers and em-
ployees in such preparation, investigation,
or grand jury proceeding.

@ -

proceeding before a federal grand jury..or any
Federal or State court.

So, the information given the IRS on income tax returns
can be turned over to the Department of Justice and is used
by it to get indictments and convictions against those who
file. (The use of tax return information against filers even in
non tax cases, is provided for in section 6103[i}) Do you
really think that the United States has the legal power to
force you to give such information to the Department of
Justice? Of course not. But although the section appears to
allow the Justice Department to use income tax returns in
this manner (which it uses in practically all tax
prosecutions), the section actually bars such use.

While it might not have come as a shock to you to discover
that in filing a tax return you have “voluntarily” waived
your right not to be a witness against yourself, federal courts
have always known this, while in practice, they pretend not
to. As long ago as 1928, in a case that should have ended the
income tax (see Chapter 10) an honest Fourth Circuit Court
of Appeals reversed an individual’s conviction for failing to
file an income tax return, because the court pointed out:

There can be no question that one who files a tax
return under oath is a witness within the meaning of
the Amendment.

Sullivan v. United States, 15 F2d 809

In 1976, the Supreme Court expressed the exact same
view in Garner v. United States, 424 US 48 when it held:

The information revealed in the preparation and filing
of an income tax return is, for Fifth Amendment
analysis the testimony of a ‘“‘witness” as that term is
used herein.
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Obviously, the witness referred to in both cases is the
person filing the return and the person against whom such
“testimony”’ will be used—is himself. So it should be clear
that all those who file income tax returns, “willingly”
surrender their Fifth Amendment right and agree to
become witnesses against themselves.

But what about those, such as myself, who don’t want to
surrender that right—what happens to them? Well, they are
sent to jail (some getting as much as five years, on five
counts) as “‘tax protesters” by federal judges pledged to
uphold the Constitution—a more meaningless oath can
hardly be imagined—for allegedly violating Section 7203
(Figure 2-7) of the Internal Revenue Code, a section that
does not even mention income taxes and could not apply to
that tax for reasons (and there are others) that you already
know.

And while all this is going on, college law professors
lecture the nation’s law students about the sanctity of this
constitutional provision, while the ACLU thinks it’s more
important to fight for the rights of Nazis to march in Skokie,
Illinois.

Your Miranda Warning

Since the government is going to use all the information
on your income tax return against you, you are entitled to
the same Miranda warning that all law enforcement officers
give to those they arrest. Those arrested are warned that
anything they say from that point on can and will be used
against them. A taxpayer’s ““Miranda warning” is buried in
a place that the IRS hopes the public will never look—in the

FIGURE 2-7

§ 7203, Willful failure to file return, supply informa-
tion, or pay tax

Any person required under this title to pay
any estimated tax or<tax, or required by this
title or by regulalions made under authority
thereof to make a return (other than a return
required under authority of section 6015), keep
any records, or supply any information, who
willfully fails to pay such estimated tax or tax,
make such return, keep such records, or supply
such information, at the time or times required
by law or regulations, shall, in addition to other
penalties provided by law, be guilty of a misde-
meanor and, upon conviction thereof, shall be
fined not more than $25.000 ($100,000 in the
case of a corporation), or imprisoned not, more
than 1 year, or both, together with the costs of
prosecution. In the case of any person with re-
spect to whom there is a failure to pay any esti-
mated tax, Lhis section shall not apply to such
person with respect to such failure if there is
no addition to tax under section 6654 or 6655
with respect Lo such faiture.

“Paperwork and Reduction Act Notice” (Figure 2-8) that
appears in the 1040 booklet that accompanies a return. Note
that the notice says the return information may be given to:

the Department of Justice and to other Federal
agencies, as provided by law. We may also give it to
States, the District of Columbia, and U.S. common-
wealths or possessions to carry out their laws. And
we may give it to foreign governments because of tax
treaties they have with the United States.

Now it should be obvious that the only reason that any
one of the above agencies of government would want
information from your tax return is to use that information
against you—so how can you be required to supply it?

WHY YOU CAN GO TO PRISON
FOR SENDING IN AN HONEST RETURN

Did you know that you could go to jail and/or be subject
to fines and other penalties for sending in a totally accurate
income tax return? Well you can. This apparent anomaly
can occur in the following situations. Suppose that, though
you send the federal government a totally accurate return,
you leave material out of your State income tax return, and
because State authorities can check your State return
against your federal return (remember, you gave them
permission), they discover the errors and/or omissions in
your State return, and fine and/or prosecute you under
State law, on the basis of the accurate information they got
from your federal return.

Or, suppose you own income-producing property in Italy
or some other foreign country, but haven’t been entirely
forthcoming in reporting it there (if such income is taxable
there), while you have reported everything here. If the
Italian government checks with the IRS, they could
discover possible violations of Italian law, so the next time
you visited Italy you could be picked up for tax evasion
there, because you accurately reported your total income
here. That illustrates for you how dangerous filing federal
income tax returns can be. Even filing truthful ones can
get you in trouble!

HOW THE INCOME TAX MAKES
A MOCKERY OF THE
FOURTH AMENDMENT

The Fourth Amendment to the Constitution states, in
relevant part, that:

The right of the people to be secure in their persons,
houses, papers, and effects, against unreasonable
searches and seizures,shall not be violated. [emphasis
added.]
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A reasonable search is one where the government has
probable cause to believe that one posseses something
illegal, such as untaxed cigarettes, gambling paraphernalia,
counterfeit or ransom money, or perhaps a murder weapon.
A search warrant signed by a judge, based upon a showing
that a reasonable probability exists that such items could be
found in the place sought to be searched, allows law
enforcement personnel to search private premises for the
specific item which, if found, might indicate that a crime has
been committed. But an IRS “search’ through your books
and records is a “fishing expedition”—pure and simple.
That is, the government doesn’t have any probable cause to
believe that you did something wrong or that you swore
falsely on your return, and, in addition, your books and
records don’t represent items of contraband. The IRS
merely wants to fish through your personal records to see
whether or not you may have done something wrong—such
as swearing falsely on your return. Such “fishing
expeditions” are barred by the Constitution as was clearly
stated by the Supreme Court in the definitive Boyd decision,
which held that:

It does not require actual entry upon premises and
search for and seizure of papers to constitute an
unreasonable search and seizure within the meaning

FIGURE 2-8

of the Fourth Amendment; a compulsory production
of a private party’s books and papers, to be used
against himself or his property in a criminal or penal
proceeding, or for a forfeiture, is within the spirit or
meaning of the Amendment.

Boyd v. United States, 116 US 616

Thus, the Supreme Court has ruled that your Fourth and
Fifth Amendment rights provide ample grounds for
keeping your financial records out of the hands of the IRS.

But the IRS knows this full well, and any taxpayer can
easily avoid an IRS audit by simply refusing to attend or by
using my two ‘‘magical questions” (see Chapter 9). For
example, Section 342.12 of the IRS’ own Handbook For
Special Agents (Figure 2-9) states:

An individual may refuse 1o exhibit his books and
records for examination on the ground rhat compel-
ling him to do so violates his right against self-
incrimination under the Fifth Amendment and
constitutes an illegal search and seizure under the
Fourth Amendment (®) [emphasis added.]

In addition, this excerpt even acknowledges that

Privacy Act and Paperwork
Reduction Act Notice

The Privacy Act of 1974 and Paperwork
Reduction Act of 1980 say that when we

ask you for information, we must tell you:

a. Our legal right to ask for the information.

b. What major purposes we have in asking D
for it, and how it will be used.

¢. What could happen if we do not receive
d-. Whether your response is voluntary,

%mmmm or mandatory

under the law. i A
For the Internal Revenue Service,

the faws include:

® Tax returns and any papers filed
with them.

® Any questions we need to ask you
SO we can:

Complete, correct, or process your
return.

not “required” to file.

mation against you?

Figure your tax.

Collect tax, interest, or penalties.

Our legal right to ask for information is
internal Revenue Code sections 6001 and

g 2

6011 and their regulations. They say that ‘

you must fil

for anx' gx you are lia . Your response
is mandatory under these sections. Code
section 6109 and its regulations say that
you must show your social security number

on what you file. This is so we know who you

are, and can process your return and
papers.

You must fill in all parts of the tax form
that apply to you. But you do not have to
check the boxes for the Presidentia!
Election Campaign Fund.

We ask for tax return information to
carry out the Internal Revenue laws of the

collect the right amount of ta?(.
Ne

parimert of Justice and 10 ot

United States. We need it to figure and ‘C

A: You are required to file only if you wish to “obtain a benefit” If you do not want the “benefit” (whatever it is) you are obviously

B: What "must” you file — a “return or statement?” The Notice does not say, In addition, are you concerned about “any tax” or the
income tax? To what Federal tax, therefore, does the “any” apply? Does the Notice state anywhere that individuals are required
to file income tax returns? Are you required to file returns for taxes you are not liable for? The Notice says no.

C: Can the Federal government require that you give information to all these government agencies so that they can use such infor-

D: The “criminal prosecution” refers only to giving “fraudulent information” Where does the Notice tell you that you can be charged
criminally or be subject to civil fraud penalties for giving no information?

N g @ S DeCca tax
treaties they have with the United States.
If you do not file a return, do not provide

the information we ask for, or provide
fr'g%dglent infgrmﬁﬂgn, the law provides
at you may be charged penalties and, i
certain cases, you may be subject to "D
Eriminal ﬁfﬁﬁgﬁg?. ‘e may also have to
isallow the exemptions, exclusions,
credits, deductions, or adjustments shown
on the tax return. This could make the tax
higher or deiay any refund. Interest may
also be charged.

Please keep this notice with your
records. It may help you if we ask you for
other information. If you have questions
about the rules for ﬁlinf and giving
information, please call or visit any Internal
Revenue Service office.
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individuals don’t even have to turn over their records in
response to an IRS summons!

Despite these acknowledgements, federal judges still
order Americans to turn over books and records (especially
if those summoned are unfamiliar with the above passages,
and don’t know how to claim their constitutional rights;
though, even then, such claims are often ignored) to the IRS
and often impose civil fines on those who don’t. One
individual told me that a New York district court judge
fined him $150.00 per day for every day that he refused to
turn over his private records to the IRS.

The point is that if there were any provision in the
Internal Revenue Code that required Americans to turn
over their private papers and records to the IRS, such a
provision would render the Code unconstitutional, just as
those IRS manuals say. But since no such provision is
contained in the Code, it is not unconstitutional on this
ground.

Incidentally, since the IRS’ own manuals admit that
Americans can not be compelled to turn over books and
records, because the information can be used against
them—the same reason also applies to income tax returns. If
the government can’t compel you to turn over books and
records, obviously, it can’t compel you to turn over a

summary of them, which, after all, is what an income
tax return really is!

How Surrendering One Right
Compels You to Lose Another

It is possible (as the IRS manuals admit) to avoid audits
completely. I have never been audited in my life (see Figure
2-10 for newspaper accounts of such IRS audit attempts).
However, the government punishes those Americans who
do not choose to be audited!

Once you file an income tax (waiving your Fifth
Amendment right), swearing that you had a given amount of
taxable “income” (you didn’t, but were tricked into
thinking so) less your related exemptions and deductions,
the IRS takes the position that unless you can prove your
deductions, they can re-compute your tax based only on
the gross income you reported and can disallow all of your
claimed exemptions and deductions! Thus if you refuse to
submit to an audit on constitutional grounds, as those IRS
manuals claim you have a perfect right to do, you are
punished for doing so by having a higher tax (and
additional penalties) levied against you. So, if the United
States can fine you (by imposing higher taxes and other
penalties) for claiming the constitutional rights it claims you
have—thzn, obviously, you dorn’t have those rights at all!

Handbook for Special Agents

342.12 (1-18-80) 9781

FIGURE 2-9

on indictment for attempting to evade a part of his income

Books and Records of An
Individual

(1) An individual taxpayer may refuse to ex-
hibit his/her books and records for examination
on the ground that compelling him/her to do so
might violate his/her right against self<incnmi-
nation under the Fifth Amendment and consti-

ernment moved to hold a taxpayer in contempt
of court for refusal to obey a court order to
produce his/her books and records. He refused
to submit them for inspection by the Govern-
ment, basing his refusal on the Fifth Amend-
ment. The court denied the motion to hold him
in contempt, holding that disclosure of his as-
sets would provide a starting point for a taxe

we an iliegal search and seizure under the

evasion case.

Fourth Amendment. (Boyd v. U.S.; U.S. v. Vad-
ner] However, in the absence of such claims, it
s not error for a court to charge the jury that it
may consider the refusal to produce books and
records, in determining willfulness. [Louis C.
Smith v. U.S.; Beard v. U.S.; Olson v. us.;
Myres v. U.S.]

(2) The privilege against self-incrimination
does not permit a taxpayer to refuse to obey a
summons issued under or a cou
order directing Ws/her appearance. He she Ts
required to appear and cannot use the Fifth
Amendment as an excuse for failure to do so,
although he/she may exercise it in connection
with specific questions. [Landy v. U.S.] He/she
cannot refuse to bring his/her records, but may
decline to submit them for inspection on consti-
lutional grounds. In the Vadner case, the gov-

34215 (1-18-00) 9781
Waiver of Constitutional Rights
(1) The privilege against self-incrimination
must be specifically claimed, or it will be consid-
ered to have been waived. [Lisansky v. U.S.] in
Nicola v. U.S. the taxpayer permitted a revenue
agent to examine his books and records. The
taxpayer was indicted for income tax evasion
and invoked his constitutional rights under the
Fifth Amendment for the first time at the trial, by
objecting to the revenue agent's testimony con-
cerning his findings. The court said, on the
question of waiver:
“But he did not refuse to supply the information required.
] QUAT
“The BeneM of The wiees and uniess invoked is deemed 1o
be waived. Vajtauer v. C joner of Immigration (supra).
Was it necessary for the defendant to invoke it in the first
piace before the revenus agent or could he wait until his tria!

tax? (Cases cited) *** R was necessary for him to claim im-
MWNWMM

hig books. After the 1 had gotten of
the information with his consent, it was too iate for him then
‘o claim constitutional immunity.”

{2) Ataxpayer who makes verbal statements

or gives testimony to agents during an investi-
gation, or at a Tax Court trial, may still rely upon
his/her constitutional privilege and refuse to
estity at tnal of his/her i ment for tax eva-
sion. [U.S. v. Vadner] However, any statements
inconsistent with his/her innocence may be
used against him/her as admissions. [4 Wig-
more, Evidence, (3d Ed.), Sec. 1048)

(3) If a witness has testified at a trial and
voluntarily revealed incriminating facts, he/she
cannot in the same proceeding avoid disclo-
sure of the details. [Rogers v. U.S.; Ballantyne
v. U.S.) However, waiver of constitutional rights
will not tightly be inferred, and no specific lan-
guage is required in asserting them. [George
Smithv. U.S.; Quinnv. U.S.; Emspakv. U.S]In
the language of the Quinn case:

“H is sgreed by all that a clsim of priviiege does not require
any specia! combination of words. Plainly a witness need not
have the skill of & lawyer to invoke the protection of the Sefl

Incrimination Clause. *** As everyone agrees, no rituaiistic
mEnomryhordutohvokomoPm."




The Federal Mafia

ADDITIONAL CONSTITUTIONAL
RIGHTS ABOLISHED BY
THE INCOME TAX

While the Constitution does not specifically say anything
about an American’s right to privacy, such a right has always
been acknowledged.’

An American’s right to privacy was provided for in the
Ninth Amendment which states:

The enumeration in the Constitution, of certain
rights, shall not be construed to deny or disparage
others retained by the people.

Thus the Ninth Amendment guarantees a number of
other rights which We the People retained for ourselves—
one of them being the right to privacy. However, after filling
out income tax returns, Americans have little privacy left.
Suppose one’s next door neighbor happens to be an IRS
agent. It would be a simple matter for him to get your tax
return to audit. After doing so, your next door neighbor
would now know how much money you have in the bank,
how much stock and bonds you own (by the interest and
dividends you declare), whether you are seeing a doctor
and/or psychiatrist (and perhaps w#y), how charitable you
are (if, at all), and what charities you support, the companies
in which you invest and those in which you might own an

interest (even a silent one), the banks you use, whether or
not you were formerly married and to whom (by the alimony
checks you either send or receive), whether you came from
wealthy parents or grandparents who provided you with
trust income, whether you have a foreign bank account, who
your dentist is and whether or not you possibly wear
dentures, how much of a mortgage you have, your religion,
the professional magazines you subscribe to, whether you
have property in other places, whether you have other
children you are supporting, whether you are smart enough
to sell stocks at a gain, or dumb like the rest of us and only
take losses, whether you trade futures and how good you are
at it, whether your trips were for business or pleasure, how
much you have in treasury bills and mutual funds, what
financial arrangement you are making for your retirement,
the amount of pension money you receive, and so on and so
on. The point is, how much privacy do you have left after
you send in a tax return? The answer is none! Chances are
the United States knows more about you than the Soviet
Union knows about any one of its citizens. And you
allegedly have a right to privacy and they don’t!

Americans are also conned into believing that they have to
give their Social Security number to just about anyone who
asks—bur they don’t. Those who usually ask for your
number include: stockbrokers, banks, employers, and those
who pay commissions or royalties, etc. In this way, the
government can simply punch a number into a computer

FIGURE 2-10
The Hartford Courant—Friday, December 17, 1976

Nonpayer’s IRS Interview Taxing for Agents

By MARKMELADY cocds.

er if the real intent is to audit the shareholder’s per-

NORTH HAVEN -- jrwin A. Schiff. who pas-
sionately refuses to pav income tax because he
claims his only source of income is federal promis-
sory notes — more widely known as dollarbills —
was summoned by the IRS Thursday for an exami-
nalion of some tax records.

He showed up to answer the summons with
four friends, five members of the press, two card-
board boxes marked “tax records and other secret
stuff” and a copy of the U.S. Constitution. )

The entourage was met by three apprehensive
IRS ageots and evkelyone adjourned to a little of-
fice, whereupon Schitf cordially said to the agents,
“Sit down, make yoursell comfortable, I've got
some questions to ask.”

From the proceedings that followed it was im-
possible to determine who was the summonor and
who was the summonee

Schiff, a Hamden investment and insurance
specialist, has not paid any income tax since 1973.

igh among his multitude of reasons for skipping
the annual mandatory event, is his insistence that
he bhasn't earned any money.

Federal reserve notes. commonly accepted as
U.S. currency, are defined by Schiff as “accounts
receivable.”

Besides that. Schiff contends, paying income
tax would implicate him in treasonous taxing and
monetary policies that subvert our republican form
of government and will lead to rioting. pillaging
and bloodshed.

Rioting and pillaging aside, what the three IRS
agents really wanted to see Thursday was a few re-

In My the IRS tried to go over Schiff's person-
al income through a conventional audit. When agent
John F. O'Brien showed up at Schiff's home, howev-
er, he found reporters sitting around munching ba-
gels and Schiff smiling over a tape recorder.

The audit attempt ended when Schiff asked
O'Brien if anything he said during the audit could
be used against him in court. O'Brien said it could.
Schiff said that would violate his fifth amendment
rights. O'Brien said he would be back.

But instead the IRS turned its keen attention to
the corporation of which Schiff is president, Irwin
A. Schiff Inc.

O’'Brien began writing letters addressing Schiff
as “Gentlemen” and attempting to arrange a con-
venient time to conduct an audit of Schiff Inc.

Schiff, the person, responded with *Dear John”
letters telling O'Brien to be mindful of his dress be-
cause TV people would probably be present. He re-
fused to meet in “the murky bowels” of the IRS.

The inability of both garties to agree on a time
and place led to the IRS summons demanding
Schiff be at the IRS office, murky or not, at 10 a.m.
Thursday.

So there was Schiff. with a handkerchief in his
breast pocket and the Constitution in his hand, lec-
turing Eolite O'Brien, who had dutifully sat down,
about the law. The law, said Schiff, gives a taxpay-
er the right to investigate why the IRS has issued
him a summons.

The law, according to Schiff, also prohibits the
IRS from compelling a taxpaver to turn over re-
cords of a corporation in which  he is a sharehold-

sonal income.

O'Brien told Schiff that one of the reasons
the IRS was eXamining the record of Schiff
Inc. was to review Schiff's personal income. Schiff
felt compelled to read the agents the law concern-
ing conspiracy to deprive someone of his Constitu-
tional rights.

To enhance his investigation, Schiff said he had
develop%d a public servant questionnaire,'which be

roduced.
i ;dSchiff's first question to O'Brien was where be
ved.

“You don't have to answer that” counseled
agent Frank Trager, a grade school chum of
Schiff’s.

“I don't want to answer these questions,” said
O'Brien.

“You want to plead the Fifth then,” said Schiff
as he wrote on the questionnaire, “Fifth Amend-
ment plea.”

Meanwhile IRS Group Manager Peter Abbag-
naro had excused himself from the room to see if he
could find an IRS regulation that could reduce the
number of people in the room, namely Schiff's four
friends and the five members of the press.

He found one after a while and reported back
to the gathering that the IRS had the right to set the
time, place and conditions for an examination.

The negotiations over the conditions of the
meeting turned out to be moot, however, because
Schiff claimed he needed ta question a supervisory
agent who was not present to corplete his invesu-
gation.
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and find the total amount that each American earns, and
from what sources. If the United States can legally require
this kind of reporting from those who pay out money, why
can’t it require the same thing from those who take money
in? In this way the United States might “require” all sellers
of goods and services to get Social Security numbers of
those to whom they sell their goods and services to. Not only
could that number be punched in to get a total of what every
American earns, but also what they spend it on!!°

Unfortunately, the majority of Americans undoubtedly
believe that the federal government has the legal power to do
this, not withstanding the rights Americans retained in the
Ninth Amendment. The fact of the matter is that there is
nothing in our tax laws that requires Americans to give their
Social Security number to anyone except the Social
Security Administration—and that is only for the purpose
of claiming benefits. If our tax laws really required turning
over all this kind of information to the government, such
laws would be an unconstitutional invasion of an
American’s constitutional right to privacy—and anyone
who can’t see that should be declared legally blind.

Since no law requires such reporting, though Ameri-
cans have been fooled into thinking there is, the law is not
unconstitutional on this ground.

Notice (Figure 2-11) that the instructions from the
Department of Health and Human Services (HEW), say
that neither one’s card nor Social Security number is
“required” to be given to one’s employer. The instructions
merely say that one “show” it to him. But HEW doesn’t
say that one is “required” to do so. Naturally, those reading
the card will get that impression—which is what the
government wants—but the instructions themselves say no
such thing. Presumably an employee can simply *“‘flash’ his
card at his new employer as he walks in. Notice, however,
that HEW specifically states that while private
organizations may ask you for your card, “such use is [not]
required by law.” Then why do banks and brokerage firms
insist that you give them your number, by telling you that
the law “‘requires” them to get it? Obviously, the
government misleads them so that they, in turn, can mislead
you. Notice further that even “Federal, State or local
government(s)” that ask you for your number “‘must tell
you whether giving it is mandatory or voluntary” (along
with a few other things). This obviously applies to the
federal government as well, when it asks for your number on
a tax return. But since it doesn’t tell you whether giving it
“is mandatory or voluntary”’—it is breaking the law. But
what does breaking one more law mean to the federal
government?

FIGURE 2-11

Your Social Security Card

safekeeping.

(Reproduced as printed on the back of the stub containing my Social Security card and information.)

The Social Security number shown on your card is yours alone. Record your number elsewhere for

If you lose your card or change your name, you will need to file a new application and submit
evidence of identity to obtain a replacement or corrected card. You may also have to submit evidence
of U.S. citizenship or legal alien status. Contact any Social Security office immediately to find out
what you need to do to obtain a replacement or corrected card with the same number.

number and name correctly so that your earnings wxll be recorded correctly.

Some private organizations use Social Security numbers for recordkeeping purposes. Such usg is.
neither rqguired nor prohibited by Federal law. The use of a person’s Social Security number by such
an organization for its own records is purely a private matter between the organization and the person.
Knowing your number does not allow these organizations to get information from your Social
Security records.

Any Federal, State, or local government agency that asks for your number must tell you whether
giving it is mandatory or voluntary, tell you of its authority for requesting the nu number, and tell you
how the number will be used.

If you are an alien legally in the U.S. but you do not have permission to work in this country, your Social
Security card will be marked “NOT VALID FOR EMPLOYMENT.”’ U.S. immigration officials will be
notified if the number is used for unauthorized employment.

Contact any Social Security office immediately if you:

® are unable to work because of a severe disability expected to last a year or more.

@ are 62 or older—to ask about possible retirement benefits.

@ are within 3 months of age 65, even if you don’t plan to retire—to sign up for Medicare.
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OTHER AMENDMENTS
ABOLISHED BY THE INCOME TAX

In order for the government to continue illegally
extorting income taxes from a misinformed and intimidated
public, it must abolish, whenever possible, any likelihood of
its learning the truth. It seeks to do this by stamping out
such First Amendment rights as: freedom of speech and the
press, the “‘right of the people peaceably to assemble and to
petition the government for a redress of grievances.” It also
does it by conducting illegal trials in violation of the Sixth

Amendment, and by imposing excessive fines in violation of
the Eighth Amendment. It has thrown out the Tenth
Amendment completely; since in enforcing the tax, the
United States recognizes not a single right that has been
“reserved to the States respectively, or to the people,” and
has also discarded the Thirteenth Amendment, which
outlawed “involuntary servitude” along with slavery.

Abolishing First Amendment Rights

Figure 2-12 is the actual reproduction from my trial

FIGURE 2-12 r-71u DECEMBER 18, 1985

6
1 THF COURT: Let me finish and T'11 ask
2 you if you have any questions.
3 Fourth, the defendant shall, during
4 the period of probation, not associate or maintain
5 any relationship with any group which advocates or
6 promotes the poncompliance or violation,
7 noncompliance or the violation of tax laws.
8 Fifth, the defendant shall not
9 participate nor involve himself, nor promote any
10 meeting, in the form of groups formed or brought
11 together in the form of seminars, media events of
12 anv_sort, or any kind of activity on_any qroup basis
13 which advocates or which promotes the noncompliance
14 with, or the violation of the tax laws.
15 My purpose in the terms and conditions
16 of probation, Mr. Schiff, is as an alternative to a
17 longer period of incarceration to attempt to rectify
1R what vou have done in the past with respect to the
19 spr2ading of the seed of noncompliance in violation
20 of the tax laws. And it is intended as an
21 alternative to isolating you from that kind of
22 activity, not only for the sake of the community and
23 its members whom you might otherwise, and in my
24 judoment, have mislead to their potential detriment,
25 but is also intended to afford you the kind of
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transcript of the special conditions of probation as they were
being imposed upon me in open court by Federal Judge
Peter C. Dorsey. Note that pursuant to the Fifth condition,
I am not to ‘“‘participate nor involve” myself in, “nor
promote any meeting...formed or brought together in the
form of seminars, media events of any sort, or any kind of
activity on any group basis which advocates or which
promotes the noncompliance with, or the violation of tax
laws.”

Note that Judge Dorsey has set up two different
conditions, one dealing with promoting “noncompliance
of tax law” and the other dealing with promoting
““violation of tax law.”” What’s the difference? Obviously, if
promoting ‘‘noncompliance of tax law” was the same
thing as promoting ‘“‘violation of tax law,” Judge Dorsey
would not have made the distinction. So even if I merely
attended a meeting, let alone speak, that was not “brought
together” to promote “violation of the tax laws” but
merely “noncompliance” of them, I run the risk of being
*“violated”” and sent back to prison. But on what basis is a
group “brought together” to promote “noncompliance” of
laws which, admittedly, are based on “voluntary
compliance?” Would I risk being sent back to jail if I
organized a meeting in which I merely read those
government documents shown in Chapter 1? Wouldn’t the
government argue that people had been “brought together”
for the purpose of “‘promot(ing) noncompliance?” If not,
why would Judge Dorsey have included such language in
his conditions? And parole and probation “violation”
hearings are conducted without juries, with the guilt of the
alleged violator left solely to the discretion of the judge
conducting the hearing—and in my case that would be
Judge Dorsey. It should also be observed that this condition
was cleverly worded so as to avoid any appearance of overtly
depriving me of my right to speak—since this First
Amendment right has been well publicized and there is an
abundance of case law protecting it. However, by tying my
probation to such unlitigated and conveniently vague and
arbitrary conditions as ‘‘participate...involve...promote...
brought together...” my right to speak was as effectively
curtailed (actually, more so) than if that right had been
directly abridged—which the court, for obvious reasons,
was not inclined to do.

The point is that while parolees and those on probation do
not have all the rights of other Americans (principally they
have travel and reporting restriction, they can’t own
firearms, associate with other felons and vote), their First
Amendment rights are still supposed to be unimpaired.!!
But what is even more ludicrous is, that while the Court
seeks to curtail basic freedoms in relationship to an alleged
advocacy and promotion of ‘‘noncompliance’’—which must
obviously be something less serious than the advocacy and
promotion of “violation of law,”’—the Supreme Court in

Brandenburg v. Ohio, 395 U.S. 444 (1969) ruled that even the
“advocacy”’ of violation of law is constitutionally protected
and that any state statute that sought to “punish” such
advocacy “falls within the condemnation of the First and
Fourteenth Amendments.” So what would that make a
Federal court’s attempt to seek curtailment of First
Amendment rights—under threat of imprisonment—
contingent on an even lesser standard?!?

To really see how far down the road of despotism the
United States has travelled, compare what the court is
trying to do here to the following observations by Justice
Louis Brandeis in another Supreme Court decision,
Whitney v. California, 274 U.S. 357, 376-77, in which he
stated:

Every denunciation of existing law tends in some
measure to increase the probability that there will be
violation of it.

Those who won our independence by revolution
were not cowards. They did not fear political change.
They did not exalt order at the cost of liberty. To
courageous, self-reliant men, with confidence in the
power of free and fearless reasoning applied through
the processes of popular government, no danger
flowing from speech can be deemed clear and
present...the remedy to be applied is more speech,
not enforced silence.

Apparently, we are no longer governed by people who
believe in such principles. I included passages from both of
these Supreme Court cases in my appeal to the district court
when I sought to have these obviously illegal conditions
vacated, but to no avail. If my conviction is not reversed on
other grounds'? I will have to challenge these conditions in
higher courts.

However, it is also clear from the following remarks of the
court why the government engineered my conviction in the
first place:

“My purpose in the terms and conditions of probation,
Mr. Schiff, is an alternative to a longer period of
incarceration to attempt to rectify what you have done
in the past with respect to the spreading of the seed of
noncompliance in violation of the tax laws.”

Of course, I have never advocated “violation of the tax
laws” (and the court knew it) and there cannot be any such
thing as “spreading the seed of noncompliance” in
connection with laws which even the government admits,
are based on “voluntary compliance.” And in addition, such
prohibitions had nothing to do with the underlying offenses
for which I was allegedly convicted. It is also clear from
Judge Dorsey’s remarks just why I was convicted of those
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offenses. The government could now threaten me with
imprisonment for conduct which is not only not otherwise
punishable under our laws—but, in reality, is constitutionally
protected!

PROOF THAT THE FIRST AMENDMENT
IS DEAD IN AMERICA

On August 8, 1985 and again on August 26, 1987 the
Seventh Circuit Court of Appeals affirmed restraining
orders (U.S. v. White, 769 F.2d 511 and U.S. v. Kaun, 827
F2d 1144) enjoining the Minnesota Society for Educated
Citizens from (among other things) teaching that “wages,
salaries or other compensation for labor or services are
exempt from federal income taxation or any other such
frivolous claim with respect to the scope of federal income
taxation.”

Well, as a matter of fact, the Society was right (if
anything, it didn’t go far enough) and so its claim was
certainly not “frivolous”’—but even that is beside the point.
Even if wages were income, how can an American be
enjoined from arguing otherwise? Does an American have
the right to put out a pamphlet declaring that the sun
revolves around the earth, that black is white, or that he or
she is the living God? Would the government care? Would
anybody really care or pay attention? Americans certainly
have the right to be wrong and/or even allege nonsense.
Presumably if one advocates nonsense, no one pays
attention or somebody else will refute it. So what would
motivate a federal court to totally disregard the First
Amendment and ban a pamphlet claiming that wages are
not taxable as income?!* Because the pamphlet obviously
made sense and undoubtedly proved that wages are not
income within the meaning of the law. So, while American
courts presumably protect First Amendment rights to the
extent that practically anything is printable—such
protection does not include the right of people to argue that
wages are not mcome.

To sustain their outrageous gag orders, the courts
invoked Code Sections 6700 (Figure 2-1) and 7408, shown
in Figure 2-13. You will note that Code section 6700 clearly
deals with the marketing of such tax shelters as those
associated with gas and oil exploration, real estate
syndication, computer leasing, coal and other such limited
partnerships, where participants make investments on the
basis of promoters promising write-offs of as much as five
for one. That is, where individuals are solicited on the basis
that a $10,000 investment could generate as much as
$50,000 in initial tax deductions. Applying this Section to
the marketing of printed matrter relating to what the author
or authors believe are taxable within the meaning of the tax
laws themselves, clearly amounts to nothing more than
blatant judicial fraud. But as you can further see, section

7408 only applies to those taxes for which one can be
“liable,” and as Chapter 6 makes clear; this can not apply to
income taxes. So, in discarding the First Amendment, the
courts invoked two Code sections that were not even
applicable.

FIGURE 2-13
(from the Internal Revenue Code)

§7408. Action to enjoin promoters of abusive tax
shelters, etc.

(a) Authority to seek injunction

A civil action in the name of the United
States to enjoin any person from further en-
gaging in conduct subject to penalty under sec-
tion 6700 (relating to penalty for promoting
abusive tax shelters, etc.) or section 6701 (relat-
ing to penalties for aiding and abetting under-
statement of tax lighility) may be commenced
at the request of the Secretary. Any action
under this section shall be brought in the dis-
trict court of the United States for the district
in which such person resides, has his principal
place of business, or has engaged in conduct
subject to penalty under section 6700 or section
6701. The court may exercise its jurisdiction
over such action (as provided In section 7402(a))
separate and apart from any other action
brought by the United States against such
person.

(b) Adjudication and decree

In any action under subsection (a), if the
court finds—

(1) that the person has engaged in any con-
duct subject to penalty under section 6700
(relating to penalty for promoting abusive tax
shelters, etc.) or section 6701 (relating to pen-
alties for alding and abetting understatement
of tax Jiability), and

(2) that injunctive relief is appropriate to
prevent recurrence of such conduct,

the court may ¢njoin such person from engag-

ing in such con...ct or in any other activity sub-

jst:}ct to penalty under section 6700 or section
01.

In 1634, an ecclesiastical court found the great Italian
scientist, Galileo, guilty of teaching that the earth revolved
around the sun, instead of the other way around. So it put
Galileo under house arrest (where he remained the last
seven years of his life) and barred him from making such
frivolous claims. So it is clear, that in many respects,
American courts—the Constitution notwithstanding—are
no better than the one Galileo faced in the 17th century.

It is also amusing to note that in the Kaun decision the
court stated: “The government may ban forms of
communications more likely to deceive the public than to
inform it.” Obviously, if this doctrine were applied to the
federal government itself almost nothing—either verbal or
written—would ever make it out of Washington, D.C. Fora
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chilling insight into arbitrary and totally asinine and hyper-
critical federal court decisions, I recommend these gems
.and their underlying cases) to you, and to the ACLU—
where were you when these cases were being decided?

In my book, The Great Income Tax Hoax, I made the same
argument. So why wasn’t my book banned? My argument
was made in a formalized book which sold in bookstores and
on which I was able to focus some publicity. The
government could not risk enjoining its distribution in the
same way that it might a pamphlet or a packet of material
put out by a small local group whose efforts might be
maligned by some autocratic judge as being the nonsensical
and anti-social work of disgruntled and misguided ‘tax
protesters.” In my case, instead of banning my books

which it would dare not do), the government, insread,
sought to both discredit them and impede their distribution
by imprisoning me on trumped up charges of tax evasion.

Ignoring a Little Known
and Publicized Right

The First Amendment also provides that Americans can
“petition the Government for a redress of grievances.”
After I was convicted in 1980 of failing to file income tax
returns for the years 1974 and 1975 (I did file returns, but
claimed the Fifth Amendment to each question. So I was
sent to jail, not for filing, but for claiming a constitutional
right!), I petitioned the government pursuant to this right,
and explained that I had been imprisoned for failing to file
income tax returns; therefore, I asked my government (by
sending copies to the President, the Commissioner of
Internal Revenue, the Supreme Court, and my
congressman) to explain to me:

1. How I could file a federal income tax return with-
out waiving any of my constitutional rights.

2. Whether the government could compel me to pay
a tax levied in violation of the three taxing clauses
of the Constitution.

3. That if the tax were not being levied in violation
of those clauses, then to please identify for me the
specific constitutional clause or clauses that governed
its imposition.

Nobody answered me but you might want to petition
vour government by similarly exercising your First
Amendment right, and see how far you get!

AMERICA—SERFDOM REINSTITUTED

At my “Untax Seminars” which I conducted all around
the country, I would have fun finding someone in the
audience who owned a service business, to question. One
ume I asked the owner of an auto repair service: “What

would you do if you got a call from the U.S. Army telling
you that they were sending over some trucks that needed
repairs and they wanted you to do it. Would you do it?”

“Well, if they were going to pay me, sure.”

“No, they’re not going to pay you, but they want you to
fix them anyway. Would you do it?”

“Of course not.”

“Why not?”

“Because, I don’t work for nothing.”

““Are you sure about that?”

“Of course, I’m sure.”

“How many employees do you have?”

“Twelve.”

“Do you withhold taxes from those employees and remit
them to the government?”

“Yes, I do.”

“Does the government pay you for doing it?”

“No, they don’t.”

“Well, if the government can make you collect taxes for
nothing, why can’t it make you repair trucks for nothing?”

And, of course, nobody could answer that question.

The fact is that if the government could legally make
Americans, at considerable expense to themselves, collect
taxes for nothing, then it could make them provide almost
any other service for nothing too. The constitutional
amendments that would protect the public from such
attempted government behavior are the Fifth, Ninth, Tenth
and more specifically the Thirteenth, which says in relevant
part that:

Neither slavery nor involunrary servitude, except as
a punishment for a crime...shall exist within the
United States. [emphasis added.]

If the United States could make you perform services for
nothing, then it would be holding you in “involuntary
servitude” in direct violation of this Amendment, which,
among other things, is why there is no law requiring
employers or anyone else to withhold income taxes for the
government. I never withheld income taxes including Social
Security taxes (which, despite its name, is just another
income tax.'”), nor did I ever provide W-9’s to those to
whom I paid commissions, nor did I ever report such
payments to the government. The government knew it and
never did anything about it. Collecting taxes is the
government’s business, not mine. (How to go about doing
this is more fully explained in Chapter 8.)

But in a larger sense, taxes have made serfs out of all
Americans, whether they perform unpaid services for the
government or not. In 1944, the 1974 Nobel Prize winner
for economics, Fredich A. von Hayek, wrote The Road to
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Serfdom. Well, Americans are no longer on that road,
they’ve arrived!

Unlike medieval serfs who generally had 25 percent of
their productivity confiscated by the Lord of the Manor,
Americans now have about 50 percent of their earnings
confiscated by government in the form of one kind of tax or
another. Americans are only directly conscious of the taxes
taken from their pay and they generally overlook the taxes
they pay in the form of the employer’s portion of Social
Security which is also taken out of the worker’s
productivity; property taxes passed on to them in the form
of higher rent, and other city and state excise, sales and
income taxes; the considerable federal excise taxes they pay
when they purchase gasoline, tobacco, and alcoholic
products, and imported goods; and such nondeductible
business expenses as the cost of going to and from work, and
the substantially higher interest rates (which are nothing
more than another disguised federal tax!®). Americans must
now pay over what they paid up until a generation ago; and
without taking into consideration additional civil fines and
penaities.

If you add up all of the above, you will see that fully half of
what the average American earns today is confiscated from
him in the form of one kind of tax or another. What does this
mean?

It means that the average American now works for the
government, not for himself. The half of his earnings that
government now permits him to keep just about covers his
necessities of food, clothing, shelter, transportation, and
insurance. In many cases, it doesn’t even cover that! That is
why the nation’s homeless have now risen to epidemic
proportions; that is why so many wives are now forced to
work; and why singles in increasing numbers are forced to
move back in with ma and pa, or look for roommates. In
other words, the money which many Americans now get to
keep is little more than what is absolutely essential for them
just to keep on working! The government confiscates that
portion of their productivity that might have gone for
comforts and luxuries and in many cases, even necessities.

Remember, even plantation owners provided their slaves
with food, clothing, shelter and medical care. If this is all
that Americans can now buy with the money they earn
(while turning the rest over to government), then what have
Americans become?

It was Karl Marx who concocted the surplus value theory
of labor, according to which greedy capitalists exploited the
working classes by confiscating from them their surplus
labor value, while leaving them with only enough to buy
back life’s barest necessities. While Marx’s theory does not
at all describe the economics of a free market, it pretty much

describes what has happened in America, except the
exploiters are not greedy capitalists—it is government!

PURSUIT OF WHAT HAPPINESS?

The Declaration of Independence states that “all men are
created equal’’ and that ““they are endowed by their Creator
with certain unalienable Rights” and that among those
rights are “‘Life, Liberty, and the Pursuit of Happiness.”
Well, how can any Americans “pursue happiness”
(forgetting the other two) if they have to be pack rats for
Uncle Sam? We are being mislead into believing that we
must save all of our receipts, to keep detailed records (which
otherwise we might not have any interest in doing), and
must organize our lives and investment decisions around
arbitrary and capricious tax laws.

When the Tax Reform Act of 1986 became law, every
major weekly news and business magazine ran feature
stories as to what Americans would now have to do to take
advantage of or accommodate to the new law. I remember
one magazine listing some 18 things, including re-
mortgaging one’s home to accommodate more favorably to
new interest provisions, rearranging one’s retirement
program, and manipulating information with respect to
one’s vacation home. But no one questioned the right of the
government to suddenly force Americans to incur new costs
and make all kinds of financial changes in their lives, simply
because the government decided to change the tax laws.

A few years ago, while listening to President Reagan give
a State of the Union speech, he practically knocked me over
when he said:

You know, America 1s not like other countries. In
America the government can only exercise those
powers given to itin the Constitution. And in America
it is the government that is the servant of the people,
and the people its master.

And I said, “Does he really believe that?”’ I mean, that is the
way it was supposed to be. That’s the way our Founding
Fathers envisioned government and they referred to it as
being, “‘the servant of the people.” But that was at a time
when Americans knew something (and cared) about
individual liberty, the role of government, and what powers
were granted to it under the Constitution. Sadly, Americans
don’t have the vaguest idea about such things anymore, nor
do they understand the concept of individual liberty and
how it exists in opposition to government power. If the
federal government would only do today what it is
authorized to do by the Constitution, the federal budget
would be reduced by some $500 billion in the twinkling of
an eye.
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And as far as the government in America being the
“servant of the people,” since when do masters account to
their servants concerning how they spend their money? And
what master ever went trembling to his servant with his
books and records fearful lest his servant might not find
everything in order and to his liking? Can you conceive of
Daniel Boone, Davey Crockett, Wyatt Earp, or any one of
America’s Founding Fathers ever doing such a thing? What
kind of jellyfish have Americans been turned into?

THE SIXTEENTH AMENDMENT—
GOVERNMENT IGNORES THAT TOO

The Sixteenth Amendment provides that:

The Congress shall have power to lay and collect taxes
on incomes, from whatever source derived, without
apportionment among the several States, and without
regard to any census or enumeration.

Since the Constitution had to be specifically amended to
provide for an income tax, your suspicions should be
aroused concerning the underlying legality of such a tax. The
Constitution did not have to be amended to provide for
other kinds of taxes such as alcohol and tobacco taxes. So
why did it have to be amended to provide for an income tax?
The government and its courts have always contended that
the 16th Amendment provided the legal basis for the
current tax!?, and I doubt that there is a law student in the
country who isn’t taught that the current income tax is
based on the Sixteenth Amendment. The truth is, however,
that the income tax is enforced in defiance of that
Amendment.

The Supreme Court Declares
An Income Tax Unconstitutional

In what was undoubtedly its finest hour, the Supreme
Court in 1895 declared the income tax of 1894
unconstitutional. In Pollack v. Farmer’s Loan & Trust
Company'® the Supreme Court did an exhaustive review of
the taxing provisions in the Constitution, their historic
underpinnings, and a number of prior Supreme Court
decisions involving federal taxes, and refused to go along
with them. In so doing, it declared the Income Tax Act of
1894 unconstitutional, for want of apportionment.

So for the next 17 years, congressmen, starting initially
with extremists on the left (who saw it as a soak-the-rich tax
and presented it that way!?), but gathering more and more
support over the years, finally passed the tax in 1909 and the
legally ratified it in 1912. However, recent research casts
substantial doubt on the legality of that ratification,2°

You will note from the Amendment’s language, that
Congress apparently believed that it had amended the

apportionment provisions of the Constitution with respect
to income taxes, and that’s what every law school student in
the country is taught (if they are taught anything at all about
the law’s history). But that isn’t so!

The constitutionality of the tax was almost immediately
attacked, which culminated in the Brushaber decision,
decided January 24, 1916. This is the decision that the
United States always cites when it claims that the Supreme
Court declared an income tax constitutional—except it
never discloses the reasons supporting that decision.

The Supreme Court Rules That

The Sixteenth Amendment Did Not Amend
The Constitution but Merely Established
The Income Tax as an Indirect, Excise Tax

Strange to say in Brushaber v. Union Pacific RR, 240 US 1
the Supreme Court ruled that *‘the Amendment contains
nothing repudiating or challenging the ruling in the Pollack
case” (see page 19 which means that the Pollack decision is
still good law); nor that the Amendment changed the
Constitution or gave the government any new raxing powers
(see pages 11, 12, 13, and 14).

What the Supreme Court said in Brushaber (an ex-
tremely confusing case to understand) was that:

1. “Taxation on income was in its nature an
excise [tax] entitled to be enforced as such” (at
pages 16 and 17), and

2. “The whole purpose of the Amendment was
to relieve all income taxes when imposed from
apportionment from a consideration of the source
whence the income was derived.” [emphasis added.]

Essentially, what the Supreme court said was that an
“income” tax was an excise tax that could be levied on
“income” separated from its ‘“‘source.”” As you will discover,
this only occurs in connection with corporate income and
can not occur in connection with money received by
individuals. When individuals pay an “income” tax, they
actually do not. They, unlike a corporation, pay a tax
directly on sources of “income,” such as wages, dividends,
interest, alimony, etc., etc. As a result, individuals do not
pay an “income” tax at all—that is, a tax on “income”
“relieve(d)...from a consideration of the source” but they
pay a tax directly on their sources of income. The Supreme
Court said in Brushaber that the Sixteenth Amendment was
designed to eliminate a direct tax on wages, dividends,
interest, and only tax profits “‘derived” from such sources.
A tax on interest is not the same thing as a tax on the profits
derived from interest—though the government seeks to
enforce the income tax as if they both meant the same thing!
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In other words, the Sixteenth Amendment gave the
government the right to levy an excise tax on income
separated from its sources (which only occurs when a
corporation determines its profit on the basis of a profit and
loss statement). So an “income” tax can only be levied as an
excise tax on corporate profits in the exact same manner as
“income” was taxed in connection with The Corporation
Excise Tax of 1909—the forerunner of the current income
tax.

So instead of levying the income tax as an excise tax on
corporate profits, as Jaid down by Brushaber; the
government levies the tax, with respect to individuals, as a
direct tax on their sources of income (which, pursuant to
Pollock, can only be done on the basis of apportionment);
and with respect to corporations, as a direct tax on their
profits, and not as an excise on them. So nobody, neither
individuals nor corporations, has to pay such a tax.

The Income Tax Law Does Not Even
Define What It Purports To Tax

As you can see, the Sixteenth Amendment only gave the
government the right to tax “income’ (whatever that term
legally means), but did not give the government the right to
tax wages, interest, rent, alimony, dividends, or anything
else, without apportionment. If you notice, all government
documents claim to tax “‘income from’’ something, and do
not claim to be putting a tax on anything—which is a subtle
but technically accurate distinction that few even norice or
understand! So the question is—what exactly is the
“income” that the government was given the power to tax
without apportionment? Well in United States v. Ballard,
535 F2d 400 (1940 at page 404) the Circuit Court of
Appeals correctly observed that “The general term ‘in-
come’ is not defined in the Internal Revenue Code.” The
absence of any such definition in the Code and the legal
inability of Congress to supply one is a factor of fundamental
importance that few in America are even remotely aware
of. The Supreme Court in Eisner v. Macomber, 252 US 189
(at page 206) explains why this is so:

In order, therefore, that the clauses cited from Article
I of the Constitution may have proper force and
effect...it becomes essential to distinguish between
what is and is not ‘income’...Congress cannot by
any definition it may adopt conclude the matter,
since it cannot by legislation alter the Constitution.
(emphasis added)

The reason that the Court said that is because the meaning
of what is taxable as “income” as used in the Constitution
(the 16th Amendment) can only be defined by the
Supreme Court, and once that Court defines it, that

concludes the matter, and that is the only thing that can
constitute “income’ as that term is used in the Constitution.
“Income” is a constitutional term—so its meaning can not
legally be changed or tampered with (to any degree!)
by Congress, which is why, Congress can not, as it now
does, keep changing its meaning by saying thatone year one
thing is taxable as “income,” while the following year
something else is taxable as “‘income.”

Suppose the Constitution gave Congress the right to tax
“horses’’—could Congress keep changing its meaning so
that different animals or things fall within the definitionof a
“horse?” Could Congress one year define a horse as an
animal that walks on two legs, butin another year define it as
an animal that walks on four legs but has a large hump on its
back, etc., etc.? The point is that once the Supreme Court
defined what a ““horse” was, that would, for tax purposes,
conclude the matter—and all that Congress could do from
that point on is simply change the rate of rax on horses, but
not the definition of a horse. The same holds true
concerning what is constitutionally taxable as “income.”

When the current income tax law was being originally
debated in the United States Senate, Jowa Senator
Cummins, the bill's chief Senate advocate, was asked by
Senator Williams of Mississippi, “Does the Senator think
that it is useless in a tax bill to try to define the thing you
propose to tax?” Cummins answered, “Mr. President, I
do think in this instance that it is worse than useless; I
think it is dangerous.”?

However, I do not see how Congress can legally pass a tax
bill without itself clearly defining that which it seeks o rax.
This principle was established as early as 1904 when the
Supreme Court said in Spreckles Sugar Refining Co. v.
M cClain, 192 US 397 {at page 416) that a ““citizen is exempt
from taxation, unless the same is imposed by clear and
unequivocal language.” (This alone should brand the
income tax illegal).

In any case, during the period between 1912 and 1921, the
Supreme Court sought to hammer out the meaning of
“income” and in Merchant’s Loan & Trust Company v.
Smietanka, 255 US 509 (1921) laid out its most
comprehensive definition (at pages 518, 519) when it held:

There would seem to be no room to doubt that the
word [income] must be given the same meaning in
all of the Income Tax Acts of Congress that was given
to it in the Corporation Excise Tax Act and that
what that meaning is has now become definitely
settled by decisions of the court. (emphasis added)

So by 1921 what “income” (as used in the Sixteenth
Amendment) meant, had finally become “settled by
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FIGURE 2-14

& 6053, Reporting of tips

ta) Reports by employees

Ivery employee who, in the course of his em-
ployment by an employer, receives in any calen-
dar month tips which_are wages (as defined in
section 3121(a) or section 3401(a)) or which are
compensation (as defined in section 3231(¢))
shall report all such tips in once or more written
statements furnished to his employer on or
before the 10th day following such month.
Such statements shall be furnished by the em-
ployee under such regulations, at such other
times before such 10th day. and in such form
and manner, as may be prescribed by the Secre-
tary.

decisions” of the Supreme Court. And that word had “the
same meaning” as the word meant “in the Corporation
Excise Tax Act” of 1909. So if you have no “‘income’ that
would be subject to tax under the Corporation Excise Tax of
1909, you can have no “‘income’’ that is subject to an income
tax today! And nothing that was received by private
persons was taxable as “income” under that Act, so
nothing received by private persons can be taxable as
“income” today! But, while corporations have “income”
that could be subject to an “income” tax, their “income”
{actually their profit) is not subject to the current tax,
because it has not been constitutionally imposed either in
the form of a uniform excise tax?? or as an apportioned direct
tax. In essence, America doesn’t even have an “income”
tax—it has a PROFITS TAX! And since an individual does
not generate an accounting “profit” (in order to do that
individuals would have to be permitted to deduct all
expenditures such as food, clothing, shelter, medical costs,
depreciation of themselves over their working life, and the
amortization of the cost of their own education and
training) he can have no “profit” that can be subject to a
“profits” tax—that he has been conned into thinking is an
“income” tax.

PROOF THAT THERE IS A “PROFITS”
TAX—NOT AN “INCOME” TAX

It has been widely publicized that many American
corporations pay no income tax at all. I believe that General
Dynamics, a corporation that generates approximately $7
billion in annual income, was (and perhaps still is) one of
those. Well those American corporations that pay no income
taxes certainly have an income—or else they would have to
close their doors. So, why don’t they pay a tax on that
income—if we have an “income” tax? They don’t pay any
income taxes because they don’t show a profit/ If they show
a profit they pay a tax on rhar profit—which is proof that
what we have is a profits tax—not an income tax. Yet

individuals, unlike corporations, are conned into paying a
tax on their income—regardless of whether or not they have
a profit!

What is being illegally enforced against individuals is
an unapportioned direct tax on their sources of income, and
what is being illegally enforced against corporations is an
unapportioned direct tax on their profits, instead of a uniform
excise tax on those profits. All of this, of course, would be as
illegal as a three dollar bill if the tax were not voluntary,
both with respect to individuals and corporations—
which, of course, explains why the government insists
that the income tax is based on “voluntary compliance”!

ADDITIONALLY, THE “LAW”
SHOULD BE “VOID FOR VAGUENESS”

As if all of the above weren’t enough to brand the income
tax illegal, the “‘law” itself (if it weren’t voluntary) would be
“void for vagueness’—as expressed in Spreckles, supra.
There is literally not a man alive who really understands this
““law” or could figure out everybody’s tax without help from
explanatory materials—which lay people simply do not have
or even know about. Why should the public have to hire
experts to help them figure out their taxes? If they have to,
then the law must be obviously void on its very face.

Just try figuring out what section 6053 means. (Figure 2-
14) This section has to do with withholding taxes from tip
income. Nobody has to do it, but the IRS relies on this
section to claim that people do. Notice that this section only
applies to ““tips received as wages” and not tips received as
gratuities—the basis on which tips are received. But if you
tried to figure out what this section means by referring to the
sections being referred to within the section itself, you
would be hopelessly lost before you ever got into the third
referred-to section.

In addition, people can only challenge arbitrary and
capriciously-determined IRS deficiency assessments by
going to “Tax Court,” if they don’t want to first pay the
claimed additional taxes and penalries on them and sue in a
district court for a refund. Though the IRS wins in 85
percent of those cases, the people still win 15 percent of the
time. This means that in at least 15 percent of those cases the
IRS must not have known what the laws meant. And people
who challenge Tax Court decisions in the Appeals Court
occasionally get their “Tax Court” decisions reversed—
which means that even “Tax Court” judges don’t know
what the law means. Soif IRS professionals and “Tax Court
judges” don’t know what the law is, how is the public
supposed to know? Do you think that people have this kind
of trouble figuring out what they owe in connection with the
liquor, gasoline and tobacco taxes?
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Incidentally, if a citizen decides to challenge the
imposition by the IRS of additional taxes and penalties in
“Tax Court,” that “court’ has 232 Rules of its own that a
citizen is presumed to know. Youcan be sure that those IRS
lawyers who will be opposing you in “Tax Court” know
them. You can also be sure that they know how to use each
and every one of them against those confused and befuddled

taxpayers who happen to wander in.

Now that you know that the payment of income taxes is
voluntary, and why it is voluntary, let’s turn to the “law”
itself, and see just how the IRS, the Department of Justice
and the Federal judiciary all go about subverting it—and
what you can do about it!

NOTES TO CHAPTER 2

1. For a thorough, in-depth analysis of the history of the
income and other federal taxes and how and why the
Constitution made these taxing distinctions, and how
federal courts at first scuttled, then retrieved and then again
scuttled these constitutional distinctions, read: Schiff,
Irwin, The Great Income Tax Hoax. (Hamden Ct.: Freedom
Books, 1985).

2. Yet, “No provision of the Constitution is designed to
be without effect,” Marbury v. Madison, 1 Cr. 137. Today,
however, numerous provisions of the Constitution are
totally without effect.

3. The last time the federal government apportioned a
direct tax occurred on August 5, 1861. To see the actual laws
apportioning federal taxes in 1798, 1813, 1815 and 1861 see
Chapter 6 of The Grear Income Tax Hoax, ‘“‘Federal Real
Estate Taxes—How They Were Levied and Collected.”

4. Theoretically, another restraint might be that they
would be voted out of office if they raised direct taxes too
high. But Congress, by putting some 40,000,000 Americans
on a monthly federal dole, has largely eliminated this
restraint. Millions of well-organized and voting Americans
are now far more interested in how much money and other
benefits they get from the federal government than how
much money the government takes in taxes from other
Americans to pay for those benefits.

5. Trials given to so called “tax protesters” for example
are “trials” in name only. Judges merely go through the
motions(there are a few exceptionsbutnotmany)and routinely
misstate the law. In my case Federal Judge Peter C. Dorsey
reinstructed my jury (after it had announced itself
deadlocked) that it could find me guilty of tax evasion even if
the government did not prove all elements of the crime and
even if the government did not prove a single act of tax
evasion—yet despite such an outrageous recharge, the
Second Circuit upheld my conviction. In addition, no
tederal judge, by law, has jurisdiction to prosecute anyone
for any alleged income tax ‘“‘crime” (see Chapter 11). In
reality, Americans are now literally thrown in jail without
lawful trials of any kind.

6. Based upon its uncovering so much IRS abuse, Pryor’s
Subcommittee recommended the much heralded Taxpayer
Bill of Rights, which never made it out of Congress in its
original, publicized form. Initially the Bill was supposedly
going to require IRS agents to truthfully tell taxpayers their
“rights” in connection with income taxes. That would have
meant that the IRS would have to inform the public that
they did not have to file or pay the tax—which is why,
predictably, this was eliminated from the Bill’s final version,
Besides, there is a law now on the books that the IRS and the
courts already ignore that would have accomplished the
Bill’s intended purpose. In addition, taxpayers already have
a Bill of Rights that theoretically gives them all the
protection they need; it’s the one in the Constitution, but
that’s the last place Congress would look.

7. According to Senator Pryor’s article, there were 2.1
million of such salary liens alone last year. Thus it would be
pretty safe to assume that there were at least three million
IRS liens of all types that were illegal; though some, in
payment of mandatory taxes pursuant to court orders
(which the IRS does get on rare occasions) could have been
legal. Since America suffered approximately three million
robberies in 1986, it would appear that the United States
Government alone committed at least as many robberies as
all the nation’s other crooks and thieves combined.

8. Notice how the handbook misstates the reason. The
issue is one of being “a witness against oneself,” not one of
“‘self-incrimination.”

9. Fundamental right to privacy is rooted in
Amendments: 1, 4, 5, and 9. Ben Shalom v. Secretary of the
Army, D.C. Wis 1982,489 F. Supp. 964; by the 9th and 14th
Amendments, Marzin v. Covingron, Ky. DC. Ky 1982.541
F. Supp. 803; is on an equal or possibly more elevated
pedestal than certain other constitutional rights and should
be treated with as much deference as free speech, Merricken
v. Cressman, D.C. Pa. 1973, 364 F.Supp. 913.

10. And if you don’t think that this is where the nation is
heading, then you’re oblivious to what’s going on.
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11. In Sobel v. Reed, 327 F. Supp. 1294 (1971) the court
stated “While there are differences between prisoners and
parolees... there are none that diminish the protection
enjoyed by the latter under the First Amendment;” citing
Hyland v. Procunier, 311 F.Supp. 749; United States Exrel
Sperling v. Fitzpatrich 426 F2d 1161; but here the courts are
not talking about First Amendment rights exercised to expose
tllegal government taxing activities. For those purposes, the
courts have no problem sharply curtailing First
Amendment rights.

12. To see how Judge Dorsey sought (and apparently
succeeded) in illegally imposing these conditions during my
parole (when they had not been made parole conditions) see
Chapter 10.

13. See Chapter 10 for an update on my attempt to both
vacate my conviction and/or vacate my conditions of
probation.

14. As Justice Brandeis noted in Whitney, supra,
“Compare Thomas Jefferson: “We have nothing to fear
from the demoralizing reasonings of some, if others are left
free to demonstrate their errors and especially when the law
stands ready to punish the first criminal act produced by the
false reasonings; these are safer corrections than the conscience
of the judge’.” [emphasis added.]

15. See Schiff, Irwin, The Social Security Swindle: How
Anybody Can Drop Our. (Hamden, CT, Freedom Books.
1984)

16. Not too long ago Americans could get mortgages
between 4-6%. Now they pay from 10-15%. The difference
is a federal tax. When Congress creates budget deficits,
because it has neither the courage nor the integrity to tax the
public to the same extent with which it spends their money,
it literally creates money out of thin air. (They don’t really
“borrow,” see Chapter 2 of the Biggest Con) which is the
inflation that forces up both prices and interest rates. The
higher interest rates that Americans are now paying are the
result of continual government budgetary deficits. So
instead of Congress taxing the public openly and honestly, it
taxes them covertly and dishonestly in the form of higher
interest payments they are forced to pay in lieu of direct
taxation.

17. This is what the courts had universally contended
until relatively recently. Since so called ““tax protesters” can
now present irrefutable evidence that the income tax is
enforced in violation of that Amendment, the courts have
shifted their ground and now contend that the 16th
Amendment is unnecessary for the collection of income
taxes. A case in point is Firacola v. Commissioner, 751 F.2d
85, in which the Second Circuit claimed that ““‘In the case of

New York ex rel. Cohn v. Graves, 330 U.S. 308 (1937), the
Supreme Court in effect overruled Pollack, and in so doing
rendered the Sixteenth Amendment unnecessary...” How
could a lone court decision render the Sixteenth
Amendment unnecessary”’—even overlooking the fact that
the decision in question had absolutely nothing to do with
Sederal income raxes? Yet such an asinine contention by the
Second Circuit was actually used against me in my recent
“trial!”’

18. Actually this case involved two Supreme Court
decisions, 157 US 429 and 158 US 601 and The Great
Income Tax Hoax devotes an entire chapter, 45 pages, just
analyzing this magnificent but much maligned decision
alone.

19.In 1916 only 362,970 Americans out of a population of
102 million paid the tax—or less than 4/10 of one percent.
The $4,000 family exemption eliminated most Americans
from the tax—which is why they voted for the Amendment.
They had been told that an income tax ‘“Would only fall on
rich people.” Would they have voted for the Amendment if
they thought that working men and women would be taxed
at rates of 30% and 40%, plus excessive civil penalties? The
original rates for the tax started at 1% and worked its way up
to 7% on amounts over $500,000—which is the equivalent of
$20 million in today’s depreciated, funny money.

20. See Benson, William, The Law That Never Was.
(South Holland, Michigan: Constitutional Research
Associates, 1985).

21. For a more extensive treatment of these revealing (and
sometimes unbelievable) debates, see The Great Income Tax
Hoax, pages 150-167.

22. The Philadelphia Inquirer (P.O. Box 8263,
Philadelphia, PA 19101) ran a series in 1988 entitled, “The
Great Tax Giveaway,” in which it exposed how hundreds of
exceptions to the 1986 tax law were written into that law to
eliminate taxes for particular friends of our lawmakers.
(These articles were compiled into a 36 page supplement
which, I’m sure, you can still get by writing to the Inquirer).
The point is, these exceptions prove that the current income
tax was not imposed uniformly. Since it was neither
imposed uniformly or on the basis of apportionment, it was
imposed in violation of all of the taxing clauses of the
Constitution, and therefore would be unconstitutional if
it were mandatory!
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— CHAPTER 3 —
THE INTERNAL REVENUE CODE:
A MASTERPIECE OF DECEPTION

‘“When there is an income tax, the just man will pay more
and the unjust man less on the same amount of income.”’

In order to appreciate the enormity of the government’s
deception with respect to income taxes, we have to examine
the “law” itself.! All statutes (including those dealing with
taxes) when enacted by Congress are identified by number
as General Statutes of the United States. Those that relate
to taxes are integrated into the Internal Revenue Code, or
more accurately, the Internal Revenue Code of 1954 and
become identified by section or subsection. General
Statutes are also grouped by subject matter into “Titles”
which may or may not be further enacted into positive law.
The U.S. Criminal Code, for example, is referred to as Title
18, while The Internal Revenue Code is referred to as Title
26. However, while Title 18 was formally enacted by
Congress into positive law and can be legally referred to as
Title 18, the Internal Revenue Code has never been so
enacted and can not legally be referred to as Title 26.
However, the U.S. Department of Justice and the courts
completely close their eyes to this distinction and treat the
Internal Revenue Code of 1954 just as though it were
positive law.

Now the Internal Revenue Code is divided into six major
subtitles, labeled as follows:

1. Subtitle A: Income Tax

2. Subtitle B: Estate and Gift Taxes

3. Subrtitle C: Employment Taxes and Collection of

Income Tax At Source

4. Subtitle D: Miscellaneous Excise Taxes

5. Subtitle E: Alcohol, Tobacco, and Certain Other

Excise Taxes

6. Subtitle F: Procedure and Administration

There are 57 chapters in those six subtitles and they
contain approximately 400 parts, subparts and subchapters
which are further broken down into approximately 8,000
Code sections. By far the largest chapter in the Code is the
first one which deals with income taxes. It contains 1,399
separate Code sections—not counting subsections. For
example, in the 1985 Code, section 103 (of Chapter 1)
entitled “Interest on certain government obligations” had
approximately 343 subsections, sub-subsections, subsub-
subsections, and subsubsub-subsections! By contrast, the
smallest chapter in the Code, Chapter 41, entitled “Public
Charities,” had only one Code section. But that Code
section had approximately 50 subsections, sub-subsections,
subsub-subsections, and subsubsub-subsections!

—The Republic, (Book 1) Plato

WHO ARE RESPONSIBLE?

It would be important for this nation, I suggest, 1o track
down those responsible for writing the Internal Revenue
Code, since it is clear that it was deliberately written to
deceive us. It would be extremely enlightening, I suggest, to
discover under whose direction it was done, and who and
how many were involved.

Consider these facts. While no Code section requires
anyone to file income tax returns, the Code makes it appear
otherwise. While no Code section creates an income tax
“liability,” the Code makes it appear otherwise. While no
Code section requires anyone to pay this tax, the Code make
it appear otherwise. While no code section authorizes the
IRS to get any documents in connection with income taxes,
the Code makes it appear otherwise. While no Code section
authorizes the IRS to seize any money or property in
connection with income taxes (with the sole exception of
money withheld from wages and not remitted to the
Government), the Code makes it appear otherwise. While
no Code section contains any criminal or civil penalties in
connection with income taxes, the Code makes it appear
otherwise.

To successfully perpetrate a scam of this magnitude,
hundreds of Code sections had to be written and pieced
together in such a way that, while no section technically
misstated the law or violated the Constitution, the sections,
individually and collectively, had to be written to allow the
Government to do just that. Those responsible knew exactly
what they were doing. They were creating the greatest
deception the world has ever seen.

KEY CODE SECTIONS

We begin our understanding of how this was accom-
plished by mitially focusing on four key Internal Revenue
Service Code sections: 6001, 6011, 6012, and 6020, all of
which are shown in Figure 3-1. Code sections 6001 and 6011
are the two sections which the Government has quoted
(falsely) for years in its Privacy Act Notice (Figure 2-8). The
government sought to mislead the public into believing that
these two sections created some type of filing
“requirement” in connection with income taxes. While you
can see how the IRS scrupulously avoided using the
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FIGURE 3-1

§ 6001. Notice or regulations requiring records, state-
ments, and special returns

Every person liable for any tax imposed by
this title, or for the collection thereof, shall
keep such records, render such statements,
make such returns, and comply with such rules
and regulations as the Secretary may from time
to time prescribe. Whenever in the judgment of
the Secretary it is necessary, he may require
any person, by notice served upon such person
or by regulations, to make such returns, render
such statements, or keep such records, as the
Secretary deems sufficient to show whether or
not such person is liable for tax under this title.
The only records which an employer shall be
required Lo keep under this section in connec-
tion with charged tips shall be charge receipts,
records necessary to comply with  section
6053(¢), and copies of statements furnished by
employees under section 6053(a).

§ 6011. General requirement of return, statement, or
list

(a) General rule

When required by regulations prescribed by
the Secretary any person_made liable for any
tax imposed by this title, or for the collection
thereof, shall make a return or statement ac-
cording to the forms and regulations prescribed
by the Secretary. Every person required to
make a return or statement shall include there-
in the information required by such forms or
regulations.

(f) Income, estate, and gift taxes

For requirement that returns of income, estate, and
gift taxes be made whether or not there is tax liability,
see subparts B and C.

§ 6012. Persens required to make returns of income
(a) General rule

Returns with respect to income taxes under
subtitle A shall be made by the following:
(1)}(A) Every individual having for the tax-
able year gross income which equals or ex-
ceeds the exemption amount, except that a
return shall not be required of an individual—

the taxable year, less than the sum of twice
the exemption amount plus the basic stand-
ard deduction applicable to a joint return,
but only if such individual and his spouse,
at the close of the taxable year, had the
same household as their home.

§ 6020. Returns prepared for or executed by Secretary
(a) Preparation of return by Secretary

If any person shall fail to make a return re-
quired by this title or by regulations prescribed
thereunder, but shall consent to disclose all in-
formation necessary for the preparation there-
of, then, and in that case, the Secretary may
prepare such return, which, being-signed by
such person, may be received by the Secretary
as the return of such person.

(b) Execution of return by Secretary
(1) Authority of Secretary to execute return

If any person fails to make any return
(other than a declaration of estimated tax re-
quired under section 6015) required by any in-
ternal revenue law or regulation made there-
under at the time prescribed therefor, or
makes, willfully or etherwise, a false or fraud-
ulent return, the Secretary shall make such
return from his own knowledge and from
such information as he can obtain through
testimony or otherwise.

(2) Status of returns

Any return so made and subscribed by the
Secretary shall be prima facie good and suffi-
cient for all legal purposes.

(i) who is not married (determined by ap-
plying section 7703), is not a surviving
spouse (as defined in section 2(a)), is not a
head of a household (as defined in section
2(b)), and for the taxable year has gross
income of less than the sum of the exemp-
tion amount plus the basic standard deduc-
tion applicable to such an individual,

(il) who is a head of a household (as so de-
fined) and for the taxable year has gross
income of less than the sum of the exemp-
tion amount plus the basic standard deduc-
tion applicable to such an individual,

(iii) who is a surviving spouse (as so de-
fined) and for the taxable year has gross
income of less than the sum of the exemp-
tion amount plus the basic standard deduc-
tion applicable to such an individual, or

(iv) who is entitled to make a joint return
and whose gross income, when combined
with the gross income of his spouse, is, for
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mandatory term ‘‘required,” the Notice, nevertheless,
claims that these two sections “say” that individuals ‘“must
file a return or statement.” So, obviously, if neither of these
sections ‘“‘say” any individual “must file a return or
statement”’—it would automatically prove that there is no
such filing “‘requirement” anywhere in the Code.

Read sections 6001 and 6011. Can you find anywhere in
either section a statement that anyone ‘“‘must file a return or
list”’? Does it ““say’’ that anyone is “‘required” to do so? Does
either section even mention ‘““‘income taxes”’? So how can
anyone claim that these sections ‘‘require,” or ‘‘say,”
anything about filing income tax returns—or indeed, that
they even pertain to income taxes?

A Significant Comparison

Compare those sections with Code sections 4371 and
4374; and 5071(a) and 5703(b) (Figure 3-2). These Code
sections deal with taxes on foreign insurers and tobacco
products and are contained in Chapters 34 and 52 of
subtitles D and E respectively. Note how Chapter 34 is
entitled ‘“‘Policies Issued by Foreign Insurers,” while
Chapter 52 is clearly labeled “Cigars, Cigarettes, and
Cigarette Papers and Tubes.” Note how both Sections 4374
and 5703(b) specifically state that the taxes “imposed” in
sections 4371 and 5701...¢Shall be paid on the basis of a
return.”

Income taxes are imposed in the very first section of the
Code. Section 1 states that a tax is “‘imposed on the taxable
income of every” married individual (la), heads of
households (1b), unmarried individuals (lc), married
individuals filing separately (1d), and estates and trusts (le)
‘‘a tax determined in accordance with the following tables”—
which is then shown in each section. Code section 11 imposes
the tax on corporations. You can see that nowhere in sections
6001 or 6011 {unlike Code sections 4374 and 5703(b)] does it
state that, ““The taxes imposed by section | shallbe ...paidon
the basis of a return.” Obviously, then, these two sections
have absolutely nothing to do with income taxes as the IRS
Privacy Act Notice suggests. As a matter of fact, if either
section can be said to apply to any tax, they would apply to
those insurance and tobacco taxes imposed by Code sections
4371 and 5701, but nor income taxes imposed by Code section
land 11.

HOW CODE LANGUAGE SEEKS
TO MISLEAD THE PUBLIC

Code section 6001 states that “Every person liable for any
tax imposed by this title...” shall do various things. Here the
key word is “liable.” If one is not “liable” for the tax

“imposed” then Code section 6001 admittedly doesn’tapply.
Well, it is clear that section 5703(a)(1) makes manufacturers
or importers of tobacco products “liable for the taxes
imposed in section 5701, so section 6001 can apply to those
taxes. Butas you will see in Chapter 6 of this book, there is no
section of the Internal Revenue code that makes anyone
“liable” for income taxes—so section 6001 can not apply to
income taxes as the IRS Privacy Act Notice misleadingly
implies.

What about Section 601 1? Well, this section alsostates that
it only applies to those ‘““made liable for any tax imposed by
this title.” So, obviously, for the reason stated above, it can
not apply toincome taxeseither. Butsection6011 isdeceptive
in numerous other ways that should be explained. The
section states that it only applies when persons are
“required” to make “‘returns or statements” pursuant to
certain ‘‘regulations prescribed by the Secretary.” Butnotice
it does not identify any of those regulations. So how could
anyone know if any of those regulations “required” the filing
of income tax returns—or any other types of Federal returns?
Would the average American have at home the three volumes
of Treasury Regulations containing some 6,000 pages of
“regulations”” which he or she might leisurely comb through
in order to check whether the law “required” them to file
income tax returns? Even if Americans had their own copies,
most of them would not know that no Treasury Regulation
could require the filing of a return for a tax for which no
“liability” was ever created by Congress.

Public Easily Mislead

If any member of the public happened to have section 6011
pointed out to him, he could be easily mislead into believing
that this section really did require the filing of an income tax
return—especially if the one pointing it out to him happened
to be an IRS agent, a Department of Justice attorney or a
Federal Judge. It is the public’s ability to be misled in this
manner that allows the government to illegally enforce the
income tax.

Believe it or not, there are no “regulations prescribed by
the Secretary” that require the filing of an income tax return!
At least four reasons are:

1. Since nostatute makes anyone ““liable” for income taxes,
no regulation can exist that would require the filing of a tax
return in connection with a tax for which no one has a
statutory “liability” to pay.

2. If regulations ‘““required” people to be witnesses against
themselves in the manner that filing income tax returns
forces them tobe, such ““regulations”” would be automaticaily
void as unconstitutional, pursuant to the Fifth Amendment
(for reasons you already know).
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FIGURE 3-2

§ 4371. Impeosition of tax

There is hereby imposed, on each policy of in-
surance, indemnity bond, annuity contract, or
policy of reinsurance issued by any foreign in-
surer or reinsurer, a tax at the following rates:

(1) Casualty insurance and indemnity bonds

4 cents on each dollar, or fractional part
thereof, of the premium paid on the policy of
casualty insurance or the indemnity bond, if
issued to or for, or in the name of, an insured
as defined in section 4372(d);

(2) Life insurance, sickness, and accident policies,
and annuity contracts

1 cent on each dollar, or fractional part
thereof, of the premium paid on the policy of
life, sickness, or accident insurance, or annu-
ity contract, unless the insurer is subject to
tax under section 819;

(3) Reinsurance

1 cent on each dollar, or fractional part
thereof, of the premium paid on the policy of
reinsurance covering any of the contracts tax-
able under paragraph (1) or (2).

§ 4374. Liability for tax

The tax imposed by this chapter shall be
paid, on the basis of a return, by any “person
who makes, signs, issues, or sells any of the doc-
uments and instruments subject to the tax, or
for whose use or benefit the same are made,
signed, issued, or sold. The United States or any
agency or instrumentality thereof shall not be
liable for the tax.

§ 5701, Rate of tax
ta) Cigars

On cigars, manufactured in or imported into
the United States, there shall be imposed the
following taxes:

(1) Small cigars

On cigars, weighing not more than 3 pounds
per thousand, 75 cents per thousand:

(2) Large cigars

On.cigars weighing more than 3 pounds per
thousand, a tax equal to 8% percent of the
wholesale price, but not mpre than $20 per
thousand.

Cigars not exempt from tax under this chapter
which are removed but not intended for sale
shall be taxed at the same rate as similar cigars
removed for sale.

§ 5703. Liability for tax and method of payment

(a) Liability for tax
(1) Original liability
The manufacturer or importer of tobacco
products and cigarette papers and {ybes shall

be liable for the taxes imposed thereon by
section 5701.

(2) Transfer of lLiability

When tobacco products and cigarette
papers and tubes are transferred, without
payment of tax, pursuant to section 5704, the
liability for tax shall be transferred in accord-
ance with the provisions of this paragraph.

When tobacco products and cigarette papers
and tubes are transferred between the bonded
premises of manufacturers and export ware-
house proprietors, the transferee shall
become liable for the tax upon receipt by him
of such articles, and the transferor shall
thereupon be relieved of his liability for such
tax. When tobacco products and cigarette
papers and tubes are released in bond from
customs custody for transfer to the bonded
premises of a manufacturer of tobacco prod-
ucts or cigarette papers and tubes, the trans-
feree shall become liable for the tax on such
articles upon release from customs custody,
and the importer shall thereupon be relieved
of his liability for such tax. All provisions of
this chapter applicable to tobacco products
and cigarette papers and tubes in bond shall
be applicable to such articles returned to
bond upon withdrawal from the market or re-
turned to bond after previous removal for a
tax-exempt purpose.

{b) Method of payment of tax
(1) In general

The taxes imposed by section 5701 shall be
determined at the time of removal of the to-
bacco products and cigarette papers and
tubes. Such taxes shall be paid on the basis of
return. The Secretary shall, by regulations,
prescribe the period or the event for which
such return shall be made and the informa-
tion to be furnished on such return. Any post-
ponement under this subsection of the pay-
ment of taxes determined at the time of re-
moval shall be conditioned upon the filing of
such additional bonds, and upon compliance
with such requirements, as the Secretary may
prescribe for the protection.of the revenue.
The Secretary may, by regulations, require
payment of tax on the basis of a return prior
to removal of the tobacco products and ciga-
rette papers and tubes where a person de-
faults in the postponed payment of tax on
the basis of a return under this subsection or
regulations prescribed thereunder. All admin-
istrative and penalty provisions of this title,
insofar as applicable, shall apply to any tax
1mposedby section 5701.
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3. “Regulations” can not broaden or extend the law, so if
one were “required” to file, it would be the law itself that
would be cited, and not just mere *regulations,” and finally

4. Section 6011 does not even appear in Subtitle A—the
subtitle dealing with income taxes.

So,onwhat basis cananyone claim thatsection6011 relates
to theincome tax? Alsonotice how this sectionactually avoids
making any false claims or statements (as occurred in Figure
1-3). It merely relies on making false inplications, while
leaving it to others to make the false claims on its behalf.
This technique is repeated throughout the Code (and all
government documents related to income taxes). I would
use up too many pages pointing out other examples, so let
me specifically deal with this one, then you will able to spot
the others yourself.

Section 6011 starts off by saying, “When required by
regulations etc., etc.” However, no claim is made that such a
“requirement” is actually contained in any regulation, let
alone the law. The publicis merely misled into believing that
such a “requirement” must be contained in some law or
regulation, but section 6011 never actually makes this claim.
There is only a fraudulent implication that such a regulation
or statute exists. But if such a regulation or statute really
existed, it would have been named! Code Sections 4413,
4414, 5601, 5604, and 5852 (Figure 3-3) make this clear.

“RETURNS,” WHEN USEDINTHE CODE,
RARELY MEAN INCOME TAX RETURNS

When I first read the Internal Revenue Code, I
automatically assumed that every time the word “return”
appeared, it meant an income tax return, since that was the
only type of “return” I had ever heard of. That s precisely the
mistake the government intends for everybody to make,
since, unlike income tax returns, certain other returns are
required to be filed. Mandatory Code language only applies
to them—not toincome tax returns. If the publicis unaware of
other types of returns, then anytime it sees amandatory Code
inference or claim regarding a ‘“‘return” it incorrectly
assumes that it relates to income tax returns—when it does
not! For example, sections 5701 and 5703(b), (Figure 3-2),
clearly provide for:

1. The filing of tax returns by foreign insurers and
manufacturers of tobacco products, and

2. the payment of taxes on the basis of such returns, while
also

3. establishing a tax “liability” with respect to those taxes.
There are no similar provisions in the entire Internal
Revenue Code in connection with income taxes!

LACK OF PROPER PLACEMENT
AND “CROSS-REFERENCES”

Note that sections 4371, 4374, 5701 and 5703 are
contained within the very subtitle and chapter that deals
with those taxes. If Sections 6001 and 6011 dealt with
income taxes they would be included in Subtitle A, the
subtitle dealing with that tax—the way provisions relating
to other taxes are grouped in the Code.

For example, Code Sections 4401(a), 4401(c), 4403, and
4405 (Figure 34) provide other examples of this principle
and further demonstrate why neither section 6001 or 6011
can apply to income taxes. Those four Code references deal
with wagering taxes, the federal tax imposed on
bookmakers. Note that all four references are contained in
Chapter 35 entitled “Taxes on Wagering,” which is in
Subtitle D, so there is no question that these provisions
apply to wagering taxes. Note how subsection 4401(a)
“imposes” the tax, and subsection (¢) immediately informs
us who ““shall be liable” for the tax so imposed. In addition,
section 4403 clearly establishes a requirement that those
‘‘liable” for the tax shall keep certain records, both pursuant
to that section and section 6001! So now we also see how
section 6001 is made applicable to wagering taxes. However,
there is no similar cross-reference anywhere in Subtitle A
that section 6001 applies, in like manner, to income taxes
What does that tell you? This is additional proof that section
6001 does not apply to income taxes. If it did, a similar
cross-reference would appear in Subtitle A.

Penalty Provisions:
When Applicable, When Not

Note that Code section 4405 specifically makes the
provisions of Subtitle F applicable to wagering taxes. Itis in
Subtitle F that all of the general enforcement and penalty
provisions of the Code appear (such as for tax evasion), so
4405 makes these penalties applicable to the wagering taxes
provided for in Subtitle D. However, there is no cross-
reference anywhere in Subtitle A making the penalty
and other provisions of Subtitle F similarly
applicable to the income taxes found in Subtitle A! A
similar cross-reference to Subtitle F can be seen in Code
section 4414 (Figure 3-3) and is found in connection with
other taxes, as provided for in Code sections 4484, 4998(6),
5148, 5560, and 5684(c) (Figure 3-5). The fact that such a
cross-reference is missing in connection with income taxes
but is not missing in connection with other internal revenue
taxes is proof that the Code contains no penalty provisions in
connection with income taxes. Naturally—that tax is
“‘voluntary,” so how can penalty provisions apply?
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FIGURE 3-3

§ 4413. Certain provisions made applicable

Sections 4901, 4902, 4904, 4905, and 4906 shall
extend to and apply to the special tax imposed
by this subchapter and to the persons upon
whom it is imposed, and for that purpose any

tax under this subchapter shall be considered
to be a business or occupation referred to in
such sections. No other provision of sections
4901 to 4907, inclusive, shall so extend or apply.

(Aug. 16, 1954, ch. 736, 68A Stat. 527.)

§ 4414, Cross references

For_penalties and other general and administrative
provisions applicable to this subchapter, see sections
4421 to 4423, inclusive; and subtitle F.

§ 5601. Criminal penalties

(a) Offenses
Any person who—
(1) Unregistered stills

has in his possession or custody, or under
his control, any still or distilling apparatus

set up which is not registered, as required by

section 5179(a); or
(2) Failure to file application

engages in the business of a distiller or pro-
cessor without having filed application for
and rcceived notice of registration, as re-
guired by section 5171(c); or
(3) False or fraudulent application

engages, or intends to engage, in the busi-
ness of distiller, warehousemar, or processor
of distilled spirits, and files a false or fraudu-
lent applicatton under section 5171; or

(1) Failure or refusal of distiller, warehouseman, or
processor to give bond

carries on the business of a distiller, ware-
houseman, or processor without having given
bond as required by law; or

(5) False, forged. or fraudulent bond

enpages, or intends to engage, in the busi-
ness of distiller, warehouseman, or processor
of distilled spirits, and gives any false, forged,
or fraudulent bond, under subchapter B; or

(6) Distilling on prohibited premises

uses, or possesses with intent to use, any
still, boiler, or other utensil for the purpose
of producing distilled spirits, or aids or assists
therein, or causes or procures the same to be
done, in any dwelling house, or in any shed,
vard, or inclosure connected with such dwell-
ing house (e¢xcept as authorized under section
5178(a)(1)X(C)), or on board any vessel or boat,
or on any premises where beer or wine is
made or produced, or where liquors of any de-
scription are retailed, or on premises where

any other business is carried on (¢except when

authorized under section 5178(h)); or

(15) Unauthorized withdrawal, use, sale, or distri-
bution of distilled spirits for fuel use
Withdraws,® uses, sells, or otherwise dis-
poses of distilled spirits produced under sec-
tion 5181 for other than fuel use;

shall be fined not more than $10,000, or impris-

oned not more than_5_years, or both, for each
such offense.

(b) Presumptions

Whenever on trial for violation of subsection
()(1) the detendant is shown to have been at
the site or place where, and at the time when,
the business of a distiller or processor was so
engaged in or carried on, such presence of the
defendant shall be deemed sufficient evidence
to authorize conviction, unless the defendant
explains such presence to the satisfaction of
glw jury tor of the court when tried “wi'_Ll}qm
ury). :

8§ 5601. Penalties relating to marks, brands, and con-
tainers

(a) In general

Any person who shall—

(1) transport, possess, buy, sell, or transfer
any distilled spirits unless the immediate con-
tainer bears the type of closure or other
device required by section 5301¢(d),

(2) with intent to defraud the United
States, emply a container bearing the closure
or other device required by section 5301(d)
without breaking such closure or other
device,

(3) empty, or cause to be emptied, any dis-
tilled spirits from an immediate container
bearing any mark or brand required by law
without effacing and obliterating such mark
or brand as required by section 5206(d),

(4) place any distilled spirits in any bottle,
or reuse any bottle for the purpose of con-
taining distilled spirits, which has once been
filled and fitted with a closure or other device
under the provisions of this chapter, without
removing and destroying such closure or
other device,

(5) willfully and unlawfully remove, change,
or deface any mark, brand, label, or seal af-
fixed to any case of distilled spirits, or to any
bottle contained therein,

(6) with intent to defraud the United
States, purchase, sell, receive with intent to
transport, or transport any empty cask or
package having thereon any mark or brand
required by law to be atfixed to any cask or
package containing distilled spirits, or

() change or alter any mark or brand on
any cask or package containing distilled spir-
its, or put into any cask or package spirits of
greater strength than is indicated by the in-
spection mark therceon, or fraudulently use
any cask or package having any inspection
mark thereon, for the purpose of selling
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Figure 3-3 (continued)

other spirits, or spirits of quantity or quality
different from the spirits previously inspect-
ed,

shall be fined not more than $10,000 or impris-

oned nol miore than 5 years,or both, for cach
such offense.

th) Officers authorized to enforee this section

Any officer authorized to enforce any provi-
sion of law relating Lo internal revenue stamps
is authorized Lo enforce this section.

§ 5852. General transfer and making tax exemption

(a) Transfer

Any firearm may be transferred to the United
States or any department, independent estab-
lishment, or agency thereof, without ﬁaynﬁli
of the transfer tax imposed by section 5811.

(b) Making by a person other than a qualified manu-
facturer

Any firearm may be made by, or on behalf of,
the United States, or any department, inde-
pendent establishment, or agency thereof, with-
out payment of the making tax imposed by S€¢-

tion 5821,

(¢) Making by a qualified manufacturer

A manufacturer qualified under this chapter
to engage in such business may make the type
of firearm which he is qualified to manufacture
without payment of the making tax imposed by

section 5821.

(d) Transfers between special (occupational) taxpay-
ers

A firearm registered to a person qualified
under this chapter to engage in business as an
importer, manufacturer, or dealer may bc
transferred by that-person without payment of
the transfer tax imposed by section 5811 to any
other person qualified under this chapter to
manufacture, import, or deal in that type of
firearm.

(e) Unserviceable firearm

An unserviceable firearm may be transferred
8s a curio or ornament without payment of the
transfer tax imposed by section 5811, under
such requirements as the Secretary may by reg-
ulations prescribe.

(f) Right to exemption

No firearm may be transferred or made
exempt from tax under the provisions of this
section unless the transfer or making is per-
formed pursuant to an application in such form
and manner as the Secretary may by regula-
tions prescribe.

\N /

NOTE!!!

No such threats, penalties or “enforcement”
provisions appear anywhere in the Internal
Revenue Code in connection with income
taxes! Doesn’t that tell you something?
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FIGURE 34

§ 4401, Imposition of tax

(a) Wagers
(1) State authorized wagers

There shall be imposed on any wager au-
thorized under the law of the State in which

accepted an excise tax equal to 0.25 percent
of the amount of such wager.

(2) Unauthorized wagers

There shall be imposed on any wager not
described in paragraph (1) an excise tax equal
to 2 percent of the amount of such wager.

(b) Amount of wager

In determining the amount of any wager for
the purposes of this subchapter, all charges in-
cident to the placing of such wager shall be in-
cluded; except that if the taxpayer establishes,
in accordance with regulations prescribed by
the Secretary, that an amount equal to the tax
imposed by this subchapter has been collected
as a separate charge from the person placing
such wager, the amount so collected shall be
excluded.

(c) Persons liable for tax

Each person who is engaged in the business
of accepting wagers shall be liable for and shall
the tax under this subchapter on all wagers
placed with him. Each person who conducts
any wagering pool or lottery shall be liable for
and shall pay the tax under this subchapter on
all wagers placed in such pool or lottery. Any
person required to register under section 4412
who receives wagers for or on behalf of another
person without having registered under section
4412 the name and place of residence of such
other person shall be liable for and shall pay
the tax under this subchapter on all such
wagers received by him.

§ 4403. Record requirements

Each person ljable for tax under this sub-
chapter ghall keep & daily record showing the
oss_amount of all wagers on which he is so
able, in addition to all other records required

“pursuant to section (a).

§ 4405. Cross references

For penaities and other administrative provisions ap-
plicable to this subchapter, see sections 4421 to 4423, in-
clusive; and subtitle F.

FIGURE 3-5

§ 4484, Cross references

(1) For penalties and administrative provisions appli-
cable to this subchapter, see subtitle F.

(2) For exemption for uses by Indian tribal govern.
ments (or their subdivisions), see section TR71.

§ 199%. Cross references

(1) For additions to the tax and additional amount for
failure to file tax return or to pay tax, se¢e seetion 6651,

(2) For additions to the tax and additional amounts for
failure to file certain information returns, registration
stutements, ele., nee section 6652,

3 For additions o the tax and additional amounts for
negligence and fraud, see section 6653,

(1) For additions to the tax and additional mmounts for
fuilure to muke deposit of taxes, see section 6656,

(3} For additions to the tax and additional amounts for
failure to colicet and pay over Lax, or attempt to evade or
defeat tax, see section 6672,

(6) For _criminal _penalties for attempt to evade or
defeat tax, willful fulure o collect or pay over tax, will-
ful failure to file return. supply information, or pay tax,
and for fraud and false statements, see sections 7201,

§ 5148. Cross references

(1) For_pcenalties for willful nonpayment of special
taxes, see section 5691.

(2) For_penalties applicable to this part generally, see
subchapter J.

(3) For penalties, authority for assessments, and other
general and administrative provisions applicable to this
part, see subtitle F.

§ 5560. Other provisions applicable

All provision of subtitle F, insofar as applica-
ble and not inconsistent with the provisions of
this subtitle, are hereby extended to and made
a part of this subtitle.

§ 5680, :l_’emlllics relating to the “Ellyll’_li'!ll and collee-
JLion of Tiquor taxes - ’

(¢) Cross references

(1) For provisions relating to interest in the case of
tiaxes not paid when due, see section 6601,

2) For penadty Tor failure to file tux return or pay tax,
see section Ghol. )

(3 For additional penalties for faijure to pay tax, see
section 6653,

(1 For penalty for failure to make deposits or for
overstatement of deposits, see section 6656,

(3) For penalty for attempt to evade or defeat any tax
imposed by (his GUE, se¢ section 7201,

(&) For penalty for willful failure to file return, supply
information, or pay tax, see section 7203,

N
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FOOLING THE PUBLIC WITH “SHALL”

Starting in 1987 the IRS, in order to increase the public’s
misconception still further, added a new Code section to its
Privacy Act Notice that allegedly “‘says” Americans have to
file income tax returns—Code section 6012 (Figure 3-1).
Well, you already know that this section can have nothing to
do with “telling”” Americans that they are “required” to file
such returns. Apart from all of the reasons which you
already know;, if this section ““told”” Americans that they are
“required” to file, it would have appeared in the Privacy Act
Notice long ago and would not have suddenly surfaced in
1987. Besides, if the Code really did provide a filing
requirement for income taxes, it would only have to be
contained in one Code section. The government would not
have to cite three! So the question that needs addressing is
how is section 6012 designed to fool the public into thinking
that they are “required” to file tax returns? By answering
this question, we will uncover still other techniques used by
the government to fool the public.

Notice first that the section is entitled “‘Persons required
to make returns of income.” Since you already know that no
person is “required” to make or file income tax returns, you
already know that you are looking at a Code section speci-
fically designed to mislead you. But you will again discover
that it is cleverly worded so as to contain no false statements.
First of all, the public would not know that the section’s
descriptive title is not a part of the law itself. Since a Code
section’s descriptive title is not part of the law (as provided
for in Code section 7806(b), it is routinely designed to
mislead the public as to what the law itself actually says.2 So
despite the Section’s title, section 6012 has nothing to do
with who is “required” to make returns of income.” If
anything, the section only deals with who is 7ot “‘required.”

Did you notice that nowhere in that section does it state
that anybody is “required” to file an income tax return? The
section only enumerates categories of people who, the
section declares, ‘“‘shall not be required.” Since those who
wrote this section knew that no one is required to file an
income tax return why would they list specific categories of
people who allegedly are not “required” to file? They did so,
to mislead the public into thinking that if certain categories
of people are nor “required” to file, then all other people
(not in those categories) must e “required”’!

Surprise! “Shall” Means “May”
(In Connection With Income Taxes)

If persons are “required” to file income tax returns, then
why didn’t Section 6012 come right out and say so? Why did
it pussy-foot around and only say that such returns “shall
be made’’? Because those writing the Code knew that in the

context the word “shall” was not “mandatory,” while
“required” would be. Using “required” would have
brought Section 6012 into direct conflict with both the
“law” and the Constitution—something that the govern-
ment always manages to avoid. Those writing the Code
realized that the public would not recognize these
differences, and federal judges could be counted on to
ignore them. And, the government was right on all counts.
But regardless of how many times duplicitous federal judges
contend that the word “shall” in Section 6012 really means
“required,” it is crystal clear that it does not.

Notice how the government conspicuously avoids using
the word “required” in the most relevant part of that
section. Also, there is abundant case law that demonstrates
that the word “shall” as used in section 6012 can not mean
“required.” There are other significant factors that will be
addressed which further prove that.

The public simply is unaware that the courts have
consistently ruled (when the issue didn’t involve federal
income taxes) that the word ‘‘shall,” which, in many statutes
i1s mandatory, is not mandatory when such a construction
would bring the statute in conflict with the Constitution. Since
a mandatory construction of ‘‘shall” as used in Section 6012
would do just that—it mus: be construed as “may.”

For example in Fort Howard Paper Co. v. Fox River
Heights Sanitary Dist., 26 NW 2nd 661 the court ruled:

The word ““shall” in a statute may be construed to mean
““may,” particularly in order to avoid a constitutional doubt.

Other courts have similarly stated:

If necessary, to avoid unconstitutionality of a statute,
“shall” will be deemed equivalent to “may.””*

“Shall” in a statute may be construed to mean “may” in
order to avoid constitutional doubt.

Even the Supreme Court in Cairo and FultonR.R. Co. v.
Hect, 95 US 170 ruled:

As against the government the word “‘shall” when used in
statutes is to be construed as ‘“‘may,” unless a contrary
intention is manifest.

Therefore, even the Supreme Court has ruled that the
word “‘shall” as used in section 6012 must be construed as
“may,” since no other intention is ‘“‘manifest.” If the
“manifest” intention of that section were to establish a
mandatory construction, then clearly “required” would
have been used and not “‘shall.”
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In Ballou v. Kemp, 92 F2d 556, the ... Circuit Court of
Appeals gives added insight as to how we can determine
when “shall” in a statute really means ‘“may.”

The word “‘shall” in a statute may be construed as “‘may”’
where the connection in which it is used or the relation to
which it is put with other parts of the same statute indicates
that the legislature intended that it should receive such a
construction. [emphasis added]

Section 6012 refers to people being ‘‘not required.” If, in
“the same statute’ others are supposedly ‘“‘required,” then
pursuant to Ballow, the statute would have said so.

In addition to all of the above, note Code sections 4901,
4902 (Figure 3-6). In section 4902, the Code is dealing with
a mandatory tax, the Federal wagering tax. Here the Code
says ‘‘shall be required 10 pay.’’ Notice that when the Code is
dealing with a mandatory tax, it is not at all squeamish about
using the word “required.” It did not merely say “shall
pay.” Not only won’t you find any place in the Code
language which states that persons “shall be required to
pay” income taxes, but you won’t even find a line in the
Code that states persons “shall pay” that tax either! Doesn’t
that tell you something?

Even if it could be established that Code Section 6012 did
require the filing of income tax returns, where does it state
anywhere in that section that any taxes ‘““shall be paid” with
such returns? It’s clearly stated in Code section 5703(b).
Why not in section 6012? And where does section 6012 refer
to penalties in the event returns are not filed pursuant to that
section? The Code sections in Figure 3-3 clearly provide for
such penalties. Why not section 6012?

SECTION 6012 IS VITIATED
BY SECTION 6011(f)

And finally, refer to Code Section 6011(f) (Figure 3-1),
which is the section immediately preceding section 6012.
This three line section makes absolutely no sense from the
public’s standpoint. It was obviously included in the Code
just to protect the government—in case anyone challenged
those Code sections as they applied to those listed taxes as
being unconstitutional. Note that the section allegedly seeks
to establish a filing “‘requirement” for income, estate and
gift taxes (all of which are imposed unconstitutionally)
“whether or not. . .(one has). . .a tax liability” with regard to
those taxes. Why, then, would anyone care about or bother
with Code sections dealing with them, let alone file returns
with respect to them? Would anyone not engaged in the
manufacture of tobacco and/or liquor products or who is
not a bookmaker (and thus not “liable” for those taxes) care
a hoot about what the Code says relevant to those taxes

FIGURE 3-6

§ 4901. Payment of tax

(a) Condition precedent to carrying on certain busi-
ness

No person shall be engaged in or carry on any
trade or business subject to the tax imposed by
section 4411 (wagering) until he has paid the
special tax therefor.

(b) Computation

All special taxes shall be imposed as of on the
first day of July in cach year, or on commenc-
ing any trade or business on which such tax is
imposed. In the former case the tax shall be
reckoned for 1 year, and in the latter case it
shall be reckoned proportionately, from the
first day of the month in which the liability to
a special tax commenced, to and including the
30th day of June following.

§ 4902. Liability of partners

Any number of persons doing business in co-
partnership at any one place ghall be required
1o pay but one special tax.

(except maybe for comparison purposes)? Would anyone
not engaged in those businesses feel bound to file the tax
returns required of those who are, and thus made “liable”
for those taxes?

Section 6011(f) proves that Section 6012 (as well as those
other sections referred to) is meaningless and that its only
purpose is to deceive the public on precisely the same basis as
its recent inclusion in the Privacy Act Notice was intended
to do. Apart from everything else, in order to understand the
irrelevancy of Section 6012 to income taxes, one would also
have to know about Section 601 1(f), which was not referred
to in that Notice. The use of one Code section to vitiate
another is a particularly vicious ploy, because it allows
federal judges to distort the legal meaning of one section,
while they disregard the existence and impact of the other.

So it is clear from all of the above that the word “shall”
when used in a statute, can mean “may.” Clearly then, this
is the construction that must be given to it when it is used in
connection with income taxes, if the constitutionality of the
Code is to be preserved. ““Shall” can only mean “required” in
section 6012 if the constitutionality of the Code is of no
particular significance.

SECTION 6020—A KEY INGREDIENT
IN THE INCOME TAX HOAX

Another extremely important Code section in the
government’s programof deceit is Code Section 6020.This is
the section that the government violates so it can prepare
bogus income tax returns for those who lawfully choose not
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to voluntarily file any returns on their own. Four such bogus
returns (which one court labeled “dummy” returns) are
shown in Figure 3-7 as “prepared” for me by the govern-
ment. Would you believe that based solely on those
“dummy”’ returns the United States (in 1983) seized over
$200,000 from me for the years 1976, 1977 and 1978 (A, B
and C) while the “dummy’ for 1979, (D), was created so the
United States could extort another $44,199.99 from me
now. On October 9, 1986 I brought suit in Federal court to
recover the money illegally seized from me in 1983, and in
August 1986, I petitioned “Tax Court” to challenge the
IRS’ latest extortionary efforts. Both suits are currently in
litigation.’

A FRAUDULENT IRS “NOTICE”

Note the unsigned “notice” that I received from the IRS
in Figure 3-8. (Letters and ‘“‘notices” sent by the IRS
concerning income taxes are usually unsigned. Since all of
them are purely extortionary [despite the cleverly worded
‘““escape” language] the IRS takes the added precaution of
seeing to it that no one in particular can be held responsible
for them). This IRS ““notice” sent to me seeks information

concerning my 1984 income tax return, but notice how it
cleverly avoids:

1. putting me “‘on notice” of anything.

2. stating that I might be legally “required” to file
an income tax return (form 1040), or

3. claiming that there are any penalties in connec-
tion with not filing income tax returns.

What The Notice Should Have Said

If I were really required to file an income tax return this is
how its “notice” would read.

This is to advise you that pursuant to Internal
Revenue Code section 6012 (Notice that while the
“notice’’ does mention other Code sections, it avoids
citing any section that allegedly requires the filing of
1040’s. Isn’t that strange and shouldn’t that tell you
something?) all those having gross income of over
$1,000 or more (and who are not otherwise subject to
the exceptions provided in that section) are required
to file income tax returns.

FIGURE 3-8 LO& 0LOLODOD

Department of the Treasury
Internal Revenue Service
ANDOVER. MA 05501

IRWIN SCHIFF
44 SHEPARDS KNOLL
HAMDEN (T Ob5LY

(CODE SECTION LO20(BY)Y OR

0002269 S PC-P

914 02332) ACR

Ifyou have any questions, refer to this information:

Date of This Notice: 05-12-8b 518 &tl8
Taxpayer |dentifying Number: 047-1b-249)

Write:  Chiet, Collection Branch

If you write, be sure to attach the bottom part of this notice.

Tax Period Ended:
L2-31-84

1-800-424-1040

Internal Revenue Service Center
ANDOVER. MA D5501

(33 +323223333 3333332833333 2322233332222 2323222220232 20
* YOUR TAX FORM IS OVERDUE -~ LET US HEAR FROM YOU NOU *
EREEREERRE R KRR ER KRR L KRR KKK KKK R ERR KX XK KK

WE HAVE NOT RECEIVED YOUR ANSWER TO ANY OF OUR REQUESTS FOR FORM
1040  US INDIVIDUAL INCOME TAX RETU
ENDED 12-3L-84%. IF YOU DO NOT CONTACT US IMMEDIATELY. WE MUST
CONCLUDE THAT YOU DO NOT INTEND TO FILE THE FORM OR TO GIVE US A REASON
FOR NOT FILING IT. THEREFORE. THE ACTIONS WE MAY TAKE ARE T¢ @

L. SUMMON YOU TO COME IN WITH YOUR BOCKS AND RECCRDS (AS PROVIDED
BY SECTIONS 7602 AND 7603 OF THE INTERNAL REVENUE CODE)3

2. FILL IN THE TAX FORM FOR YoU BASED ON THE INFORMATION WE HAVE

FOR THE TAX PERIOD

3. CONSIDER CRIMINAL PROSECUTION THAT INCLUDES A FINE.
IMPRISONMENT. OR BOTH FOR PERSONS WHO WILLFULLY FAIL TO FILE A TAX
FORM OR T0 PRGVIDE TAX INFORMATION (CODE SECTION 7203)-

WE DO NOT WANT TO TAKE THESE ACTIONS. SO WE URGE YOU TO FILE THE
FORM OR CONTACT US IMMEDIATELY AND EXPLAIN WHY YoU ARF NOT REQUIRED TO

FILE IT. OR FURNISH PROOF THAT IT HAS BEEN FILED. BE SURE T¢ REFER TO
THIS NOTICE. IF YoU 60 TO YOUR LOCAL IRS OFFICE. TAKE THIS NOTICE AND

ANY OTHER INFORMATION NEEDED. IF YoU FILED THE FORM. TAKE YOUR COPY OF
ITy IF YOU PAID THE TAX. TAKE YOUR RECEIPT OR CANCELED CHECK-
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We have not received your answer to any of our
requests for your form 1040 for the period ended 12-
31-84.

This is to put you on notice that if we do not within45
days of the date of this notice, receive from you a 1040
pursuant to Section 6012, then you could be subject to
additional civil fines and penalties pursuant to Code
Sections 6653 and 6661 and/or criminal prosecution
for willfully failing to file income tax returns pursuant
to section 7203, or for tax evasion with respect to such
taxes, pursuant to section 7201.

In view of the grave penalties the law imposes on those
who are required to file income tax returns but who
fail to do so, we urge you to take notice of the legal
obligations established under section 6012.

Obviously, if the law really did impose a filing require-
ment on anyone, that is the type of letter the IRS would
send out—not the mickey-mouse one it actually sends.
Their letter is merely designed to mislead the public into
believing that there is a filing requirement with respect to
income taxes (while not actually saying so). It intimidates
recipients into believing that the Code provides penalties for
not filing income tax returns—without saying that either!

The reason that the IRS always asks people why they ‘“are
not required to file” (instead of relling them why they are) is
that most people don’t know why they “are not required,”
so such a question generally intimidates them into filing.
Those replies that do furnish the IRS with the correct
answer by saying ‘““The Code imposes no filing requirement
nor income tax liability on me” are generally ignored by the
IRS!

If the Code clearly made people liable to file income tax
returns, would the IRS go around bothering people and
creating needless work for itself by asking people to
“explain” to them why they are “not required to file”
income tax returns? Why didn’t the IRS send me a *“notice”
asking me to “explain” to them why I am “not required to
file”” wagering tax returns, tobacco tax returns or any of the
other returns that I might “not be required to file?”” How
transparent does this hoax have to be?

A FALSE AND FRAUDULENT CLAIM

The main reason I bring this “notice” to your attention is
because it states that one of “THE ACTIONS WE MAY
TAKE” if I didn’t send in a 1040, is that the IRS legally
could (and would) allegedly “FILL IN THE TAX FORM
FOR (ME) BASED ON THE INFORMATION WE
HAVE [CODE SECTION 6020(B)]).” So this “notice”

from the IRS claims that it has the authority, pursuant to
Code Section 6020(b), to prepare a 1040 for me, if I didn’t
elect to send one in voluntarily. I wonder how many millions
of computer-generated letters the government sends out
containing this false and fraudulent claim?

When I first discovered that the IRS had prepared those
four ‘““dummy” returns for me, I asked both the Justice
Department and the IRS, by way of discovery,® to explain
the IRS’ legal authority to do so. The lawyers for both the
Justice Department and the IRS claimed that their
authority was section 6020(b). The Justice Department’s
claim came in response to admission number 28 (one of the
136 admissions that I submitted to it on March 19, 1987)
which stated:

Admit that the purported tax returns prepared by the
Defendant for the Plaintiff, were allegedly made
pursuant to I.R.C. 6020(b),

to which the Justice Department responded, “Admitted.”
The claim from the IRS’ lawyers came in response to
Interrogatory No. 2 (as shown in the Appendix). Both
answers are both false and fraudulent. False, because
section 6020(b) gives the IRS no such authority, and
fraudulent because even if it did, the dummy returns
prepared by the IRS are clearly not the type that are even
remotely envisioned, contemplated or authorized by that
section—and only charlatans would claim otherwise. Also
note that those dummy returns are devoid of any entries that
the IRS claimed in its “‘notice” that it was authorized to
“FILL IN..BASED ON THE INFORMATION WE
HAVE.” Such a claim was blatantly false as those blank
returns prove. So all Government claims that section 6020
allows the IRS to prepare income tax returns not authorized
by taxpayers themselves are false for the two following
reasons.

1. The section itself states that it only applies when
“‘any person shall fail to make a return reguired by this
title...,” since income tax returns are not ‘‘required”
returns, section 6020(b) can not apply to them.

2. Even if income tax returns were covered by that
section, any return prepared pursuant to it, has to be
“subscribed to” (signed) as stated in subsection
6020(b)(2) and contain “information’ from which a
tax can be calculated—attributes that none of those
“dummies” have. So any claim that the “returns”
shown in Figure 3-7are the type authorized by section
6020(b) is fraudulent on its very face.

Interestingly enough, in 1975 an optometrist from
Rochester, Pennsylvania, Dr. Raymond M. Hartman,’



The Internal Revenue Code: A Masterpiece of Deception

59

claimed before the “Tax Court” that the IRS was required
to prepare a tax return for him pursuant to Code section
6020(b) before it could allege a ‘“deficiency,” which is what
the IRS claimed to have done in my case. But look at what
the ““Tax Court” said then in Hartman v. Commissioner, 65
T.C. 542 (1975), (Figure 3-9), concerning Hartman’s

FIGURE 3-9
(542) RAYMOND M. HARTMAN 545
He then argues:

By law all taxes, deficiencies, determinations or penalties must
be based on taxes shown on a return prepared either by the
taxpayer, who is the [petitioner] herein, or by the Secretary or his

bizarre claim. [The comments in brackets are mine}:

Does section 6020(b)(1) require the Commissioner to
make a return for every taxpayer who fails or refuses to
do so before a deficiency can be determined pursuant
to section 6201? We think not.

...there was nothing to show that Congress ever
intended the statute to operate as the taxpayer...would
have us hold. [which is precisely how it is “held”
today.} When section 6020(b) is lifted out of the Code
and read literally, as petitioner has done [how else was
he supposed to read it?], its scope is broad and its
meaning and purpose hazy. [But when the
Government seeks to use it, ‘“‘its meaning and
purpose” suddenly become clear.] But the Internal
Revenue Code cannot be so read [then why doesn’t the
government provide instructions on how one is
supposed to read it?] for each section is not a self-
contained whole, but rather a building block of
complex, interrelated statute. Based on its location in
Chapter 61 [i.e., it is not contained within those
sections, Subtitle A, dealing with income taxes] and
the lack of any cross-references (other than the word
“return”), section 6020(b) is not to be read as a
prerequisite to the Commissioner’s proceeding under
section 6201(a)(1).

1 couldn’t have said it better myself!

Based on the above, and on the following legal decisions,
all of those government lawyers had to know that their

representations to me were false and fraudulent:

1. “A return filed unsigned is no return at all,”
Vaira v. C.I.R., 444 F2d 770, citing Dixon v. Commis-
sioner, 28 T.C. 338.

2. Since the returns prepared by the IRS contained
no information from which a tax could be determined,
they were not returns as clearly held in U.S. v.
Verkuilen 82-2 U.S.T.C.; Schiff v. Commissioner
U.S.T.C. 1984-223, and numerous other cases that
could be cited.

3. In Phillips v. C.I.R., 1986 T.C. 433 the court
spectfically ruled thar ___ such “dummy” returns do
not have “‘the status of a return.”

delegate, who is the [respondent] herein.

Petitioner concedes (and correctly so) that he filed no “‘return”
within the meaning of the statute. Edward A. Cupp, supra. Thus,
the question before us is: Does section 6020(b)(1) require the
Commissioner to make a return for every taxpayer who fails or
refuses to do so before a deficiency can be determined pursuant to
section 6201? We think not.

In United States v. Harrison, an unreported case (E.D.N.Y.
1972, 30 AFTR 2d 72-5367, 72-2 USTC 19573), affd.—F.2d—
(2d Cir. 1972, 31 AFTR 2d 73-967, 73-1 USTC {9295), cert.
denied 411 U.S. 965 (1973), the District Court ably traced the
legislative history of section 6020(b), a history extending back to
the 1860°s, and concluded that there was nothing to show that
Congress ever intended the statute to operate as the taxpayer
there, and petitioner here, would have us hold. When section
6020(b) is lifted out of the Code and read literally, as petitioner
has done, its scope is broad and its meaning and purpose hazy.
But the Internal Revenue Code cannot be so read, for each section
is not a self-contained whole, but rather a building block of a
complex, interrelated statute. Based on its location in chapter 61
and the lack of any cross-references (other than to the word
return), section 6020(b) is not to be read as a prerequisite to the
Commissioner’s proceeding under section 6201(a)(1) (ch. 63).
United States v. Harrison, supra.

Petitioner also argues that there has been no valid
determination of a deficiency because there was no return filed by
him. Section 6211(a) reads as follows:

SEC. 6211. DEFINITION OF A DEFICIENCY.

(a) IN GENERAL.—For purposes of this title in the case of
income, estate, gift, and excise taxes, imposed by Subtities A and B,
and chapter 42, the term “deficiency” means the amount by which
the tax imposed by subtitle A or B or chapter 42 exceeds the excess
of—

(1) the sum of

(A) the amount shown as the tax by the taxpayer upen his
return, if a return was made by the taxpayer and an amount was
shown as the tax by the taxpayer thereon, plus

(B) the amounts previously assessed (or coliected without
assessment) as a deficiency, over—

AUTHOR’S NOTE: A “deficiency” assessment made
pursuant to section 6211 is a “supplemental” assessment as
provided for in section 6204. And a ““deficiency” assessment
can only be made to correct an (original) assessment made
pursuant to section 6201 which was “imperfect or incomplete.”

So it can be easily established, that, based upon any one of
the reasons described above, all of those Justice Department
and IRS lawyers had to know that those unsigned“dummy”’
returns were meaningless and could serve no legal purpose
whatsoever even though they all sought to represent
otherwise. That’s exactly the kind of “integrity” the public
can generally expect from all government lawyers
involved—either criminally or civilly—with federal income
taxes.
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NOTES TO CHAPTER 3

1. Most Americans, of course, never read the actual
income tax “laws” for themselves, but accept what
government and professional tax preparers tell them. This
helps explain how and why they have been so thoroughly
hoodwinked.

2. To see some really outrageous examples of this
technique see Schiff, Irwin, The Social Security Swindle:
How Anyone Can Drop Out (Hamden, CT ., Freedom Books,
1984) pp 24, 25.

3. Gow v. Consolidated Coopermines Corp., 165 Atl. 136

4. George Williams College v. Village of Williams Bay,
7NW 2d 6.

5. In my suit in Federal court, the United States is
defended by the Tax Division of the U.S. Department of
Justice, represented by trial attorney, Deborah S. Meland.
However, all documents signed by her are submitted by and
under the authority of Stanley A. Twardy, the U.S.
Attorney for the State of Connecticut and Jeremiah F.
Donovan an Assistant U.S. Attorney in that department.
However, often documents are received from the Assistant
Attorney General, himself, and the Chief of the Trial
Division of the Northern Region

In my “Tax Court” suit the Commissioner of Internal
Revenue is represented by Powell W. Holly, Jr., the District
Counsel and Joseph F. Long, an attorney in that
department. However most documents are also submitted

under the authority of William F. Nelson, Chief Counsel, of
the Internal Revenue Service and with the approval of
Agatha L. Vorsanger, its Regional Counsel. So in these two
law suits I am opposed by two different teams of
government lawyers both of whom are supposed to know
something about federal income taxes. It is principally due
to the documents they supplied and refused to supply, and
the information, disinformation and information they
refused to give (pursuant to “‘discovery”’) that enabled me to
write this book. (As particularly detailed in Chapter 9.)

6. Discovery is the process by which parties in civil
litigation can gather information from each other prior to
trial.

7. On February 28, 1988, a virtual 12-man swat team
complete with guns drawn (absolutely barred in the
collection of income taxes) descended on Dr. Hartman’s
home and cleaned it out, leaving one bed. Then they went to
his office and chained it closed. They prevented
Dr.Hartman from getting to his patient’s records, and shut
down his practice. Despite the government having a court
order (which is not usual in income tax cases), Dr. Hartman
was not liable to the United States for one single penny as
alleged in the government’s fraudulent judgement! The
United States wanted to crush Dr. Hartman since the good
doctor knows a lot more about income taxes than any of his
fellow citizens in Rochester, PA. The United States will go
to any length to prevent Dr. Hartman and others from
infecting other people with the truth.
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— CHAPTER 4 —
INCOME TAXES HAVE TO BE ASSESSED

““In a recent conversation with an official at the Internal Revenue Service, I was
amazed when he told me that, ‘If the taxpayers of this country ever discover that the

Internal Revenue Service operates on 90 percent bluff, the entire system will collapse

Income taxes, by statute, have to be assessed just like local
property taxes. Would you pay—or have any obligation to
pay—those taxes before they were assessed?

Chapter 63 of the Code, entitled “ Assessment” contains a
subchapter containing 7 Code sections. This extremely
important subchapter is largely ignored by the IRS, the
Justice Department, and the federal judiciary when they
deal with Federal income taxes.

Section 6201(a), (Figure 4-1) the first section that appears
in that chapter, states (in relevant part) that the Secretary
{meaning the Secretary of the Treasury, whose Department
is responsible for the collection of Federal Taxes):

is authorized and required to make the inquiries,
determinations, and assessments of all taxes... imposed
by this title...which have not been duly paid by
stamp...

While this section deals with Federal taxes “paid by stamp”
(such as tobacco and alcohol taxes), the next section, Section
6201(a)(1) deals with “Taxes shown on return,” and
provides that with respect to those taxes:

The Secretary shall assess all taxes determined by the
taxpayer or by the Secretary as to which returns or
lists are made under this title.

So, sections 6201(a) and (a)(1) make clear that:

1. All Federal taxes (including income taxes) have to
be assessed.

2. Before an income tax can be assessed, the
Secretary must first be in possession of a “return or
list.”

3. Without the Secretary having either a valid
income tax ‘“return or list,”” no income taxes against
anyone can be assessed.

Section 6203 (Figure 4-2) further provides that the
assessment ‘‘shall be made by recording the liability of the
taxpayer in the office of the Secretary” and that the
Secretary “shall furnish” taxpayers copies of the record of
assessments. It is therefore clear that no one can “owe” an

—Senator Henry Bellmon (1969)
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FIGURE 4-1

§ 6201. Assessment authority
(a) Authority of Secretary

The Secretary is authorized and required to
make the inquiries, determinations, a.n% aSSess-
ments of all taxes (including interest, addition-

amounts, ons to the tax, and assessable
penalties) imposed by this title, or accruing
under any former internal revenue law, which
have not been duly paid by stamp at the time
and in the manner provided by law. Such au-
thority shall extend to and include the follow-
ing:

(1) Taxes shown on return

The Secretary shall assess all taxes deter-
mined by the taxpayver or by the Secretary as
to which returns ar lists arc_ made under this
title.

(2) Unpaid taxes payable by stamp

(A) Omitted stamps

Whenever any article upon which a tax is
required to be paid hy means of a stal is
sold or removed for sale or use by the man-
ufacturer thercof or whenever any transac-
tion or act upon which a tax is required to
be paid by means of a stamp occurs without
the use of the proper stamp, it shall be the
duty of the Secretary, upon such informa-
tion as he can obtain, to estimate the
amount of tax which has been omitted to be
paid and to make assessment therefor upon
the person or persons the Secretary deter-
mines to be liable for such tax.

FIGURE 4-2

§ 6203. Method of assessment
The assessment shall be made by recordin
the liabilitx of the taxpayer in the office of the
ecretary In accordance with rules or regula-
tions prescribed by the Secretary. Upon regyest,
of the taxpayer, the Secretary shall furnish the

“taxpayer a copy of the record of the assess-

ment.
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income tax until the assessment has been recorded ““‘in the
office of the Secretary.” If one could *owe” an income tax
before it was assessed and recorded, then there would be
no point at all in the law providing for assessments
and their official recording. In addition, this section’s
supporting Regulation, 301.6203-1, provides that:

The assessment shall be made by an assessment officer
signing the summary record of assessment. The
summary record, through supporting records, shall
provide identificarion of the taxpayer, the character of
the liabiliry assessed, the taxable period, if applicable,
and the amount of the assessment. The amount of the
assessment shall, in the case of tax shown on a return
by the taxpayer, be the amount so shown, and in all
other cases the amount of the assessment shall be the
amount shown on the supporting list or record. The
date of the assessment is the date that the summary
record is signed by an assessment officer. If the
taxpayer requests a copy of the record of assessment,
he shall be furnished a copy of the pertinent parts of the
assessment which set forth the name of the taxpayer,
the date of the assessment, the character of the liability
assessed, the taxable period, and the amounts
assessed. [emphasis added]

Actually, section 6201 incorporates the very language and
procedures used by Congress in its very first direct taxing
Act, in which, on July 14, 1798, it “laid upon the United
States” a $2,000,000 tax ‘“‘assessed upon dwelling-houses,
lands and slaves.” This Act' provided that the Secretary of
the Treasury had to assess “upon the dwelling-houses, lands
and slaves, according to the valuations and enumerations to
be made pursuant to the act.” Then “surveyors of the
revenue’”’ were ‘“‘to make out lists containing the sums
payable, according to such assessments.” The law directed
that a federal tax collector ““after receiving his collection list,
advertise, by notifications, to be posted up in at least four
public places...that the said tax has become due.” So,
pursuant to that Act taxes were not due until assessments
were made and the amount assessed communicated to those
presumably owing the tax. This requirement of commu-
nicating to those owing the tax, the amount allegedly
owed is still preserved in the law today! It is contained
in Code Section 6303 (Figure 4-3) as well as other sections.
That section states that the Secretary:

shall as soon as practicable, and within 60 days after
the making of an assessment of a tax pursuant to
Section 6203, give notice to each person liable for the
unpaid tax, stating the amount and demanding
payment.

So, from all of the above, you now know that before you
can even owe an income tax, the amount of that tax must

first be assessed against you, and then a demand made upon
you for the amount assessed. But, before an income tax can
even be assessed, the government must first have an income
tax return prepared by the taxpayer. And without having
such a return an income tax can not even be assessed,
let alone owed!

This means at the very least that no one can be legally
required to have income taxes taken from his or her pay, or
be required to pay an estimated tax, since all such payments
would obviously be made before income tax returns are
prepared and before any assessment could possibly be made
and recorded. In addition, all such payments are made
without any demand having been made upon taxpayers as
required by section 6303. Thus the following points
regarding federal income taxes (which all departments of
the federal government have carefully concealed from the
American public) should now be clear:

1. No one can be legally compelled to have income
taxes taken from their pay and no one can be legally
compelled to pay estimated taxes, since such
payments would necessarily occur before any income
tax liability? pursuant to Code sections 6201, 6203 and
6303 could possibly have been established.

2. All payments as described above, therefore,
would have to be “voluntarily” made.

3. All government letters to employers “directing”
them to withhold more of their employees’ salary than
employees elect to have withheld must be illegal.
Employees, can not be required to have anything at all
taken from their pay, since pursuant to Code sections
6201, 6203 and 6303, no employee could possibly
“owe” an income tax subject to withholding.

FIGURE 4-3

§ 6303. Notice and demand for tax

(a) General rule

Where it is not otherwise provided by this
title, the Secretary shall, as soon as practicable,
and within 60 days, after the making of an as-
sessment of a tax pursuant to section 6203, give
notice to each person liable for the unpaid.tax,
stating the amount and demanding payment
thereof. Such notice shall be left at the dwell-
ing or usual place of business of such person, or

shall be sent by mail to such person’s last
known address.

(b) Assessment prior to last date for payment

Except where the Secretary believes collec-
tion would be jeopardized by delay, if any tax is
assessed prior to the last date prescribed for
payment of such tax, payment of such tax shal]
not be demanded under subsection (a) unti]
after such date.
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4. All $500 fines levied by the government on
individuals on the grounds that they did not authorize
enough taxes to be taken from their pay are, obviously,
illegal. Since no American could have been required to
have any money at all withheld, for the reasons
stated above.

SELF ASSESSMENT
AND VOLUNTARY COMPLIANCE

You should now have an even clearer picture of what
“voluntary compliance” is all about. Let’s take a closer look
at the meaning of “self assessment” to get an even better
idea of how both concepts are directly tied in to the statutes
themselves.

1. When a taxpayer sends in his tax return and pays
his tax he has “‘determined” his tax pursuant to Code
section 6201(a)(1). He has authorized the Secretaryto
““assess’’ the tax he swore ‘“‘under penalty of perjury”
he owed.

2. This is the tax that the Secretary now proceeds to
assess. In essence, the taxpayer assessed the taxes on
himself (since no one told him he owed it or demanded
he pay it) i.e. he “self-assessed” the tax.

No notice and demand pursuant o Code section
6303 is now required to be sent, since the tax has
already been wvoluntarily paid without regard to any
notice and demand.

When You Legally Owe a Tax,
The Government Tells You—
You Don’t Have to Tell Them!

If you think about it, you never have to compute other
federal taxes such as liquor, gasoline, tobacco, telephone,
etc., etc. yourself,? so how can you be compelled to compute
an income tax? When you buy a tankful of gasoline you pay
federal taxes but you don’t calculate them nor swear under
penalty of perjury that you paid the correct amount. You
also pay federal taxes when you purchase cigars, cigarettes,
liquor, pay your phone bill, and purchase imported
products. When you pay those taxes you don’t give the
government any information that it can use against you,
swear under penalty of perjury that you paid the correct
amount, or run the risk of being charged with tax evasion.
This is proof that the government can collect federal taxes
without forcing Americans to surrender constitutional
rights. Local governments always compute the tax you owe
(with the exception of state and local income taxes which all
state and local governments also enforce illegally). Property
taxes, sales taxes, excise taxes, licenses and other state fees
are computed for you.* There is probably something illegal
about any tax that taxpayers must compute themselves and
where the amount due is not easily determined.

Americans are free, if they so choose, to self-assess an
income tax against themselves and to voluntarily pay that
amount. But suppose an American doesnt’t want to assess
an income tax against himself or pay the tax, what then? Can
the government on its own initiative assess such a tax against
him and then force him to pay it? The answer is a very
definite (read my lips!)—No! The Code section that proves
this is 6201(2), entitled ‘‘Unpaid taxes payable by stamp.”
You will note that this section authorizes the Secretary:

to estimate the amount of tax which has omitted to
be paid (by stamp) and to make assessment therefore
upon the person or persons the Secretary determines
to be liable for such tax.

So the Secretary is specifically authorized ‘“‘to estimate”
the amount of tax which was omitted to be paid “‘by means of
a stam);”’ but the Secretary was nor similary authorized to
“‘estimate” the amount of tax that was omitzed to be paid on
the basts of a return. This omission was not accidental. It
should also be noted that section 6201 is the only section of
the code which deals with the making of e/l original tax
assessment—payable either by stamp or by returns. The
section specifically authorizes the Secretary to make the
assessments of all taxes payable by stamp that were “omitted
to be paid.” However, the Secretary was not similarly
authorized to “‘estimate” those taxes “‘omitted” to be paid
on the basis of tax returns—and no such similar authoriza-
tion can be found anywhere else in the Internal Revenue Code!
Therefore, it should be clear that the Secretary has no lawful
authority to “‘estimate” and assess income taxes that
individuals {or corporations) have elected not to pay and for
which they filed no returns. Therefore it should now be
clear that the millions of letters that the IRS has sent to
Americans who never sent in tax returns, claiming that they
owed a specific amount of income taxes, were all fraudulent.

SUPPLEMENTAL ASSESSMENTS

While the Code does not authorize the IRS to even
estimate (let alone assess) income taxes against those whodo
not send in tax returns, the Code does authorize the
Secretary to estimate and assess higher amounts than what
taxpayers say they owe on the tax returns they do send in.
In other words, if you send in a tax return in which you
swear you owe $1.00 in income taxes, the government can
assess that amount, then it can recompute your tax, and
by disallowing claimed deductions and by
attributing to you more income than you reported, it
can make a supplemental assessment of $1,000,000.
However, without your sending in a tax return (thus
authorizing the government to make that original assess-
ment) the government has no statutory authority to estimate
any income taxes you allegedly owe or to assess even one dollar
of tncome taxes agatnst you!
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Section 6204 of Chapter 63 (Figure 4-4) entitled
‘“Supplemental assessments’” makes this clear. It states that
the Secretary may ‘“‘make a supplemental assessment
whenever it is ascertained that any assessment is imperfect
or incomplete in any material respect.” However, Treasury
Regulation 301.6204-1 clarifies this language further and
clearly draws the distinction between “original” and
“supplemental” assessments. This entire regulation reads
as follows:

If an assessment is incomplete or incorrect in any
material respect, the district director or the director of
the regional service center, subject to the restrictions
with respect to the assessment of deficiencies in
income, estate, gift, chapter 41, 42, 43, and 44 taxes,
and subject to the applicable period of limitation, may
make a supplemental assessment for the purpose of
completing the original assessment. [emphasis
added]

So, not only do income taxes have to be assessed, but they
have to be assessed in a certain order. The overwhelming
majority of the American public is not even aware that
income taxes have to be assessed (otherwise they wouldn’t
pay this tax in advance, before assessments according to the
law are made) let alone that they must be assessed in a
certain order.

Deficiency Assessments

By far the most common type of supplemental assess-
ment is the “deficiency assessment,” which is defined in
section 6211(a) as “The amount by which the tax imposed
by Subtitle A (the income tax) exceeds the excess of—

A. the amount shown as a tax “‘by the taxpayer upon
his return” if he filed one, and

B. any amount previously assessed or collected
without assessment

C. less any credits

It should be clear, therefore, that the government is
precluded, by statute, from determining a deficiency unless
it receives a tax return from the taxpayer (a) on which he
claims he owes a tax, or (b) from whom the government has
collected some taxes “without assessment.” The latter
occurs when taxpayers voluntarily make payments through
withholding or by sending in estimated payments prior to
sending in returns.

Assessing Deficiencies

The IRS is authorized by section 6212 (Figure 4-5) to
send out proposed deficiency assessments, which it does by

FIGURE 4-4

Sec. 6204, Supplemental assessments.

(a) General rule.

The Secretary may, at any time within the period pre-
scribed for assessment, make a_supplemental assessment
whenever it is ascertained that any assessment is imperfect
or incomplete in any material respect.

way of A NOTICE OF DEFICIENCY, shown in Figure
5-1. If the taxpayer disagrees with the claimed deficiency,
he has to challenge it by petitioning ‘“Tax Court.” If the
taxpayer does not petition that “court” within 90 days of
receiving his NOTICE OF DEFICIENCY, the
government is authorized to assess the deficiency pursuant
to Section 6213(c) (Figure 4-5). If the taxpayer petitions
“Tax Court” the amount determined by that “court” as a
deficiency can be assessed pursuant to section 6215(a)
(Figure 4-5).

Notice that both sections 6213(c) and 6215(a) provide
that the deficiencies “shall be assessed, and shall be paid
upon notice and demand from the Secretary.” Thus the
only time that the Code states that income taxes “shall be
paid” is in connection with supplemental assessments! This
language is never used in connection with original
assessments. But once a taxpayer swears (by way of filing a
tax return) that he has income subject to tax, the govern-
ment, pursuant to Code sections 6211,6212,6213 and 6215,
can on its own initiative (at least it would so appear) assess a
deficiency and the Code further provides that such
deficiencies “‘shall be paid.” Neither of these conditions
apply to original assessments as provided in Code section
6201.

It is the government’s statutory ability to initiate
supplemental assessments (as opposed to its inability
to initiate original ones) that is the key to under-
standing how the government has been able to deceive
an entire nation into thinking that its procedures are
legal, and has enabled it to extort untold billions from
the public.

Professed Government Ignorance

The Government so takes for granted the total
unfamiliarity of the American public with income tax
assessments, that it feels it can make the most outlandish
representations concerning the matter if the subject is even
raised. For example, note the Government’s answer
(see Response #5 in the Appendix) when I asked the Justice
Department’s team of lawyers to admit that an assessment
made pursuant to section 6213(c) (which had to be the
section used against me since I did not petition “Tax Court”
for the years at issue) can not be made as an original
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FIGURE 4-5
Code Section 6212:

§ 6212. Notice of deficiency

(a) In general

If the Secretary determines that there is a de-
ficiency in respect of any tax imposed by subti-
tles A or B or chapter 41, 42, 43, 44, or 45 he js
authorized to send notice of such deficiency to
the taxpayer by certified mail or registered
mail.

Code Section 6213:

§ 6213. Restrictions applicable to deficiencies; petition
to Tax Court

(c) Failure to file petition

If the taxpayer does not file a petition wit_h
the Tax Court within the time prescribed in

subsection (a), the deficiency, notice of which
has been mailed to the taxpayer, ghall be as-
sessed, and shall be paid upon notice and
demand from the Secretary.

Code Section 6215:
§ 6215. Assessment of deficiency found by Tax Court

(a) General rule

If the taxpayer files a petition with the Tax
Court, the entire amount redetermined as the
deficiency by the decision of the Tax Court
which has become final shall be assessed and
shall be paid upon notice and demand from the

“Secretary. No part of the amount determined
as a deficiency by the Secretary but disallowed
as such by the decision of the Tax Court which
has become final shall be assessed or be collect-
ed by levy or by proceeding in court with or
without assessment.

assessment. They answered that they did not know what I
meant by an “‘original assessment”! And in its reply on the
same issue the IRS’ team of lawyers stated (see Response #2,
Appendix) “There can be no assessment without a previous
deficiency determination.” This, of course, placed the cart
squarely before the horse. Treasury Regulation 301.6204-1
makes it perfectly clear that an assessment must be made
before a deficiency can be determined. How could a whole
team of IRS lawyers, including its Chief Counsel not know
that?

What is real funny about all of this is that IRS deficiency
determinations are assumed by the courts to be
“presumptively correct,” which is why the burden is on
taxpayers to prove them incorrect. But how can IRS
deficiency determinations (and the assessments that result
from them) be “presumptively correct’” when it is clear
from the government’s answers to my discovery questions
that two high-powered teams of government tax lawyers
didn’t even know; (1) what original or supplemental assess-
ments were, and (2) how such supplemental (deficiency)
assessments were to be made?

In summation, it should be clear from all of the above that
a deficiency assessment can only be made for the purposes
“‘of correcting or completing the original assessment.”” And
if there has been no original assessment, then the IRS lacks
any authority to even allege a deficiency—since there is
nothing to “correct’” or ‘“‘complete.” It should further be
clear that, by statute, the Government can not make either
an assessment or a deficiency assessment against anyone
who has neither (1) filed a tax return (2) nor made any
payments by way of withholding or estimated payments for
any given taxable year.

This means that there is nothing in the Internal Revenue
Code that can legally reach anyone who neither files an
income tax return nor voluntarily makes any payments to
the government by way of either withholding or by paying
estimated taxes. Such people are simply not ‘“‘taxpayers” as
the word is used in the Code and nothing in the Code can
apply to them. So, as far as income taxes are concerned, such
people are “home free.” But how the government illegally
subjects them and others to the tax, will be treated in the
next chapter.

NOTES TO CHAPTER 4

1. A copy of this entire Act is included in Appendix C of
The Great Income Tax Hoax.

2. For the purpose of this chapter, to make these Code
sections intelligible, and to further demonstrate how the
government both disregards and distorts them, I have
assumed that under certain conditions it is possible for one
to be “liable” for income taxes. This, however, is a false
prexnise as you will see in Chapter 6 of this book.

3. The only federal taxes that the public computes itself
are estate, gift and income taxes; three taxes that are
enforced in violation of the taxing clauses of the
Constitution.

4. The only exception I can think of, apart from income
taxes, is a gross receipts tax. However, such a tax is simple to
calculate.
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— CHAPTER 5 —
A CRIMINAL CONSPIRACY

“Government, even in its best state, is but a
necessary evil; in its worst state, an intolerable one.’’

In previous chapters you discovered how those federal
employees who control and run the IRS (and those in power
who assist them) mislead you. Now you will discover why
most of them should be in jail.

The federal establishment (as this chapter will document
and prove) has managed to fashion an elaborate swindle
complete with false statements, false journal entries and the
knowing violation of law (coupled with extortion) that
equals anything the private sector has to offer. But the irony
is that its perpetrators are the same people who put others in
jail for committing the same or lesser crimes.

I should also point out that it is misleading for me to
accuse the IRS of doing this, that and the other thing, but I
do so purely out of habit and custom. It is misleading
because it is not really the IRS that does these things, but the
United States itself. Blaming the IRS for its “excesses” (a
euphemism for ‘‘criminal behavior”) as Senator Pryor and
others do, gets the United States and its various culpable
departments (including Congress and the courts) off the
hook. The IRS only does what these departments let them
get away with. So blaming the IRS is like blaming a broken
jaw on the fist that hit it—and not on the fellow who threw
the punch. The public has been somehow conditioned to
forget that the IRS is merely an arm of the United States, so
when the IRS breaks the law it is really the United States
that’s doing it, not the “IRS.” Suppose your next door
neighbor allowed his dog to jump over the fence and dig up
your flower beds, chew up your newspapers, and bite your
children while he looked on. Would you blame the dog or its
master for such behavior? The reason that the IRS can
break the law is that it knows that the courts and the Justice
Department will let it get away with it. So the courts and the
Justice Department are the real culprits (along with the
Congress) not the IRS. Now that I have clarified that, let us
proceed to discover why, in America, organized crime
begins with the Federal Government.

FIRST, A FRAUDULENT
NOTICE OF DEFICIENCY

In December of 1982, I received the IRS’ NOTICE OF
DEFICIENCY shown in Figure 5-1, which was merely the

—~—Thomas Paine

first page of a 10-page document in which the IRS revealed
how it had determined the tax “deficiency” it claimed I
owed. It had calculated my taxes from bank records (which
had been illegally acquired), while its basis for determining
my civil fraud (which was imposed arbitrarily and clearly in
violation of the statutes) is shown in Figure 5-2. The notice
was clearly a total fraud because up until then no original
assessment had ever been made against me pursuant to
Code Sections 6201 and 6203. Obviously, there could not be
a “deficiency” calculated pursuant to Sections 6204 and
6211. The numbering of the relevant assessment sections,
indicative of the statutory sequence in which assessments
must be made, make this clear. I knew that I had never been
assessed for the years in question because when I wrote to
the District Director asking that he:

Please notify me (pursuant to Code Section 6203)
if any income taxes have been assessed against me
for the years 1976, 1977, or 1978...

I received the reply shown in Figure 5-3.

It used to be that within about a month after making such
an inquiry, people would get such a reply—if no return had
been filed. If a return had been filed, they would receive an
assessment document similar to the 4340’s shown in Figure
5-9, showing the amount assessed, which would be for the
amount they showed as the tax due on their returns, i.e.,
what they had “self-assessed” and also paid.

Write For Copies of Your Assessment

Notice that pursuant to Code Section 6203 (Figure 4-2)
the law states, “Upon the request of the taxpayer, the
Secretary shall furnish the taxpayer a copy of the record of
the assessment. (In this case the “shall” is mandatory—but
here the government will argue that it is not—since his
furnishing you with the document doesn’t interfere with his
constitutional rights.) But now that individuals have
discovered the secret of income tax assessments, and the
importance of a notification that “no assessment has been
made” against them, the IRS has grown reluctant to make
this admission. Now it often sends back excuses as to why it
can’t provide the information, or it may even ask you for
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FIGURE 5-1

Internal Revenue Service
District Director

Department of the Treasury
135 High Street - Stop 190
Hartford, CT 06103

[ BRI

fvad \; Social Security »c
Srpiogsodidertiboamx Number:
13, 13Y 047-16-2491
Date: DEC 02 1g82 NO ] i

Additions to the Tax
Internal Revenue Code of 1954

Mr, Irwin A, Schiff Jax Year Ended Deficiency Section 6653(b) Section 6654
2405 Whitney Ave. December 31, 1976 $19,006.00 $ 9,503.00 $ 709,00
Hamden, CT 06518 December 31, 1977 $18,678,00 $ 9,339,00 $ 663,00
December 31, 1978 $53,447,00 $26,724,00 $1,706.00
Person to Contact:
CERTIFIED MAIL Thomas J. Smith
Contact Telephone Number:
Dear Mr., Schiff: 722-3060

We have determined that there is a deficiency (increase) 1n your income tax as
shown above. This letter is a NOTICE OF DEFICIENCY sent to you as required by law.
The enclosed statement shows how we figured the deficiency.

If you want to contest this deficiency in court before making any payment,
you have 90 days from the above mailing date of this letter (150 days if addressed
to you outside of the United States) to file a petition with the United States Tax
Court for a redetermination of the deficiency. The petition should be filed with
the United States Tax Court, 400 Second Street NW%., Washington, D.C. 20217, and the
copy of this letter should be attached to the petition. The time in which you must
file a petition with the Court (90 or 150 days as the case may te) is fixed by law
and the Court cannot consider your case if your petition is f:led late. If this
letter is addressed to both a husband and wife, and both want to petiticn th. Tax
Court, both must sign the petition or each must file a separate, s:gned petit on.
You can get a copy of the rules for filing a petition by writing to 'the Clerk »f
the Tax Court at the Court's Washington, D.C. address shown abcve.

If you decide not to file a petition with the Tax Court. we wguld apprec:ate
it if you would sign and return the enclosed waiver form. This will perm:t us ‘o
charge your account quickly and will limit the accumulation of interest Tre
enclosed addressed envelope is for your convenience. If you decide not te s:grn and
return the statement and you do not timely petition the Tax Court, tne law reqguires
us to bill you after 90 days from the above mailing date of this letter (130 days
if this letter is addressed to you outside the United States)

If you have any questions, please contact the person whose name and telephone
number are shown above.

Sincerely yours,

oscoe L. E§ger, Jr.
ommiSsione

Enclosures: By

Copy of this letter

Waiver

Envelope District Director

paf Letter 892(DO) (Rev. 3-79)
District Director, Hartford District

FIGURE 5-2

EiR390D 7= Statement continued

Mr. Irwin A. Schiff

15) Additions to the Tax:

All or part of the underpayment of tax required to be shown on the return
for the taxable years 1976, 1977 and 1978 is due to fraud, Consequently,
the 50% addition to the tax is charged for each of those years, as provided
by Section 6653(b) of the Internal Revenue Code.

Since you underpaid your estimated tax for the taxable years 1976, 1977
and 1978, the addition to the tax is charged for each of those years, as
provided by Section 6654 of the Internal Revenue Code.
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some kind of identification—hoping that you will get
discouraged.

For example, Lynn Poll, Chief, Correspondence Section
of the IRS, Ogden Utah wrote to someone who asked for
copies of their assessments as follows:

A record of assessments for the years ...cannot be
determined until such time as you file your income tax
returns and any subsequent examinations of the tax
years are made. The amount of tax owed dependson a
number of different items such as filing status,
income, exemptions, etc....

Any further requests should be made after you have
filed your income tax returns or examinations have
been completed.

In effect, Miss Poll’s letter, while actually admitting that
no assessments can be made without a taxpayer’s return,
seeks to avoid saying so by the delusive use of the word
“determined” and the phrase ‘“and any subsequent
examinations of the tax years are made.” (I am not
suggesting for a moment that Miss Poll ever drafted the
short, two paragraph letter she sent out. She merely sent the
letter that head honchos of the IRS spent hours drafting to
deviously cover the situation.)

If the IRS writes to you claiming that they can not
determine whether an assessment has been made against
you or words to that effect, simply write back as follows:

“Look, just tell me whether or not your records
show if an income tax assessment has been made
against me pursuant to Code section 6201 as of... (the
current date of your letter)..., yes, or no. If your
records show no such assessment, please advise me of
that. Whether I may or may not have filed a return is
beside the point, since I understand that the Secretary
can make an assessment against me (utilizing the
provisions of Section 6020) even if I didn’t file a return.

Please note that pursuant to Code section 6203, the
Secretary “Upon the request of the taxpayer shall
furnish the taxpayer a copy of the record of the
assessment.” So pursuant to that section, please either
furnish me with such a record or notify me that none
has been made, either pursuant to section 6201 or as a
consequence of the Secretary not exercising section
6020(b).

Please note that my letter from the IRS was dated January
25, 1983—almost two months after the IRS informed me of a
“deficiency” in my assessment. Remember, that while the
IRS’ NOTICE OF DEFICIENCY doesn’t mention

FIGURE 5-3

Internal Revenue Service Department of the Treasury

internat Revenue
Service Center

North-Atlantic Region 310 Lowe!l St . Andover, Mass 01812

Mr. Trwin A. Schiff Person to Contact:

P. O. Box 5303
Hamden, CT 06518

Disclosure Office
Telephone Number:

617-681-5618
Refer Reply to:
83D009
Date:

January 25, 1983

Dear Mr. Schiff:

In response to your request dated 12/21/82 for a record of assessment
of your individual income taxes for 1976, 1977 and 1978, a_search was
made of the Individual Master File and our records show that as of
this date, January 25th, there is no record of assessments for

these perio£(1976, 1977 & 1978) .

This information is furnished to vou in accdrdance with Internal
Revenue Code Section 6203.

Peor lmat

HENRY F. CAMACHO
Disclosure Officer

“assessment’’ the “deficiency” referred to in its NOTICE
means (pursuant to sections 6204 and 6211) a deficiency in
my assessment. But how could there have been
“deficiencies” in my assessments on December 2, 1982
when some two months later, on January 25, 1983, the IRS
informed me that no assessment against me for those years
had ever been made? If I didn’t have the documents to
prove this, you never would have believed it, would you?

Of course, most people who get these deficiency notices
and who have not filed tax returns for the year or years in
question would not know that:

1. Before a “deficiency’ assessment can be legal an
original assessment pursuant to section 6201 would had
to have been made.

2. Since no original assessment could have been
made if no return was filed, the claim of a ““deficiency”
in such cases is totally contrary to what the statutes
provide.

3. THE IRS’ NOTICE OF DEFICIENCY they
receive therefore is both fraudulent and
extortionary.

This, of course, is exactly the type of notice that
automatically should get jail sentences for all IRS
Commissioners and District Directors who send them out
in the instances where no returns have been filed. In such
cases there is absolutely no question that such Commissioners
and District Directors are merely seeking to use the U.S.
mail to defraud. And, in addition, such fraudulent and
extortionary letters (coupled with other letters, phone calls
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and actions) cut across state lines, and thus would make all
those government officials who participate, prime
candidates for civil law suits under RICO (Racketeer
Influenced and Corrupt Organizations Act) and hopefully
members of the public will begin filing such suits against
them. So if you did not file a tax return but still receive a
NOTICE OF DEFICIENCY, be sure to write the IRS
subsequent to the date of that NOTICE for a copy of
your record of assessment. Y ou will have to be informed that
no assessment has yet been made, proving conclusively that
your NOTICE OF DEFICIENCY was a total fraud.
Some day you might want to prove the obvious implications
of this to some federal judge.

A DOCUMENT
FRAUDULENT ON ITS FACE

The Missing Code Section

The real clue to the fraudulent character of a NOTICE
OF DEFICIENCY is its missing Code section. No Code
section is shown over the “Deficiency” column. You will
note that the Notice identifies the two Code sections which
presumably authorized the “Additions to the Tax.” These
are not really ‘“‘additions” to the tax, but outright
‘‘penalties”’!'—penalties levied pursuant to Sections 6653(b)
and 6654. The penalty of $45,566 levied allegedly pursuant
to 6653(b) is for civil fraud—where the elements of the fraud
alleged are identical with the type of criminal fraud alleged
in a criminal indictment for tax evasion pursuant to section
72012. However, here the United States expects its victims
to pay such fraud penalties without izs ever having proved
them—albeit only exacting a fine instead of a prison term.
And if the Government can allegedly do this with respect to
monetary penalties, why can’t it do the same thing with
respect to criminal penalties? If the Government can seize
property in connection with fraud charges it never proves,
then why can’t it send people to prison on the same basis?
What would be the rationale that could justify the former
but not the latter?

But if in that document the Government could identify
the two Code sections that allegedly made me liable for the
penalties why didn’t the Government also identify the
Code Section that made me liable for the underlying
tax? This omission was no mere accident. Obviously, if the
Government could have cited such a section it would have
(more on this in the next chapter). The inclusion in the
Government’s NOTICE OF DEFICIENCY of Code
sections that authorized the penalties, but notr the section
that authorized the underlying tax; should, in and of itself,
provide all the proof that anyone needs regarding the
United States’ CRIMINAL EXACTION OF INCOME
TAXES.

The United States Refuses to Answer

Immediately upon receiving the Government’s
extortionary ‘“Notice,” I sent Secretary of the Treasury,
Donald T. Regan, the letter shown in Figure 5-4. The
Secretary did not even acknowledge, let alone answer, any of
the questions. Obviously, writing correct answers would
only confirm the criminal nature of his conduct and that of
all of his underlings.

MORE FRAUDULENT IRS DOCUMENTS

Approximately four months later on April 5, 1983, the
Government sent me the three documents shown in Figure
5-5, which the Government would later try to pass off as a
“demand” for taxes due. The document can be seen to be
fraudulent on the following grounds.

1. The documents are entitled *“Statement of Tax
Due on Federal Tax Return,” but notice that the
statement does not identify the kind of tax allegedly
“due.” If it were income taxes, then why didn’t they
say so? While a “Form Number 1040” was filled in
(indicating that this form is used for other kinds of
taxes) such an entry is pointedly vague and evasive.

2. If the taxes were really “due” the Code section
pursuant to which they were “due’ should obviously
have been cited.

3. Note that assessment dates of ‘“04-01-83” are
indicated. This substantiates that the taxes allegedly
“due” had to have been assessed, but it was only done
a few days before these ‘‘Statements” were sent out.

4. Notice that there is no “demand” that any of
these amounts are to be paid. The fact that it states
“should be paid” is the equivalent of saying that it
“must,” “shall” or ‘“may”’ be paid. The fact that the
government again avoided using the mandatory
“required” and opted for the innocuous “should’” was
no accident. The Government conscientiously does
this all the time, knowing full well how the public is
fooled by such permissive language. See Figure 5-6
for another blatant and more dramatic example.

Where Did The Interest Come From?

Note that the assessment of my taxes was claimed to have
been made on 04-01-83 and these bills were prepared on
April 5, 1983—only 4 days after the taxes were assessed!
Presumably, I didn’t owe any taxes before the assessments
were made, since if I did, what purpose would the assessments
have served! So how could I be charged $52,071.23 in
interest on a bill that was only four days old? Also note that
of the $191.846.23 that the government claimed I owed as of
04-01-83 only $91,131 was for taxes—the rest was for false
penalty charges! (This is further developed in Chapter 9.)
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FIGURE 5-5

Bepartuent of the Treasury

Internal Revenue Service

Duocter 310 LOWELL ST,
ANDOVER, MA 01812 “
oee ol TRSH 8 06010000
GUN — For IRS Use Only 670““ Notice: 23C 040183 S R c: 000
06251=091=13204 30 76 V2 570 {'nylgsul:lﬂzd;{)necessa:y

out I"s
R W A 0 1602091
r A APR -5 1963

IRAWIN A SCHIFF Form Number  J Q40
60 COKNOLLY PARKWAY
HAMDEN CT 06518 Tax Perod Ended' } 2 w3 1w’ 6
L ] B5e™™  Olel]mD) <ffmm—

Statement of Tax Due On Federal Tax Return

This 1s & notice of tax due on your return identified above The amount shown as Basance Due should be paid within 10
days lrom the date of this nolice Please make your check or money order payabte [0 Internal Revenue Service and send it
with this notice 1o the address shown above.

Relerence Assessment Cregll Salance Due
GheNlw33 TAX 19,006 03 @«—————  what kind?
CheilelY IR PEN 9,503,923
O4w01e0IEST PEN 709,00
OL=Qlatd INT 12,619,35
Penslly — Falluce 1o Pay .r,o sb|.337.;5

o JORSE ¢ 06010000

s o 23C Chelled * 000
DLN ~ For {RS Use Only 670“‘ Note 3 - ‘ ; SRCI

06251-091-13205 30 77 12 570 lL‘C%KJ.'.":’r'é&‘&‘;?i‘u‘." .
caunt e 6 B 0l 7e16a2491

i . BPR - 51953

IRWIN A SCHIFF Form Numper: 104D
60 CONNOLLY PARKWAY
HAMDEN CT 06518 Tax Period Ended. 12 w3 177
L | 520> ™™  04e0} 083 <

Statement of Tax Due On Federal Tax Return

This 13 8 notice of tax due On your return \dentstied above The amouni shown as Balance Due should be paid within 10
days from the date of this notice Please make your check Or money order payable (0 Inlernal Revenue Service and send
with this nolice Lo the address shown above

Aeference Assassment Cregit Ssisnce Due
Olhed1e23 TAX 10,67%,00@——— whatkind?
VueTteS53 FR PEN 9,332,500
OL«G1e33EST PEN 663,00
Ohad1=03 INT 11,080,99
Penally — Follurs 1o Pay «00 $39,760,.99

2o ol DRS# 1 0A01C000
[TJmnP?ou“: 23¢C c“.ol .33 SRC: 000

OLN — For IRS Use Only 670
G6251=091~13206 30 78 12 570 |6 Rt b o |
51-09 R O b 16eTlgl

. ] : APR - 1985

IRWIN A SCHIFF Form Number. 1 QLD
60 COMNILLY PARKWAY .
HAMOEN CT~ 06513 Tax Penod Ended § 203 w78
L 1 0w 0le0] w53 e

Statement of Tax Due On Federal Tax Raturn

This 1s a nolice of 1ax due on your return dentilied above. The amount shown as Balance Due should be paid within 10
days from the dale of this nolice. Please make your chack or money order payabie to internai Revenue Service and send i
wilh this nolice 10 the address shown above.

Relerence Asssssment Credit Salance Due
CLa01w83 TAX 53,447 ,00*— what kind?
Ohelil w83 FR PCH 26,724,010
OLeD1=33EST PEN 1,706 ,00
QheQl =83 INT 23,370.,%99

Penelly — Faiture Io Poy .00 $110,247,89
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FIGURE 5-6

TAtern.] Revenue Service Department of the Treasury
District Director O Court Street Rogm 205

[ rew Haven, Connecticut 06510
Date: April 18, 153 Social Security or

Employer Identification Number:

» Ir.in A. Schiff OL7—16—2&91_

€0 Connolly Park.ay Person to Contact:

e 1mberg
Handen, Connecticut 06518 JCOP,{‘gdmnele!;?‘o"e Number:
FINAL NOTICE

N 7732053
Reply Within 10 Days to Avoid Enforcement
Action and Additional Penalties

Dear bir. Schiff:

Although notices and demands have been made for payment of your Federal taxes shown
on the back of this letter, we have no record of receiving the amount due. This is your
final notice before we proceed with enforcement action.

To prevent such action, send us, within 10 days from the date of this letter, your
check or money order for the total amount due, payable to the Internal Revegue Service.
Show your taxpayer identifying number (social security or employer identification number)
on it and enclose this letter to assure prompt and accurate credit. An envelope is
enclosed for your convenience. The copy of this letter is for your records.

If you have recently paid the amount due but your payment has not been credited to
your account, or if you cannot pay this amount in full, contact the person whose name and
telephone number are shown above within 10 days from the date of this letter.

If we do not receive your payment or if you do not contact our office, enforcement
action may be taken at any time after 10 days from the date of this letter without any
further notice to you. Salary or wages due you may be levied upon, as provided by section
6331 of the Internal Revenue Code, by serving a notice of levy on your employer. Bank
accounts, receivables, commissions, or any other kind of income you have are also subject
to levy. Property or rights to property, such as automobiles, may also be seized and sold

lo satisfy your tax liability.

Sincerely yours,
Enclosures: —

Envelope :
Copy of this letter

pistrict Director

tm Number Tax Period Tax Balance Acc,"f::]':y“d Ac::{:‘:"e'::'d
ko 12-31-76 Tax Assessed 19,006.00
Fraud penalty 9,503.C0
Estimzted Tax Penalty 709,00
Interest, 13,117.35
Total this period 42,335.35
1C4LC 12-31-77 Tax Assessed 18,678.00
Fraud perilty 94339400
Estimzted Tex Penalty 663,00
Interest 11,554.28
Total this period L0,234.28
10L0 12-31-78 Tax Assessed 53 444700
Fraud penalty 26,72L.00
Estimsted Tax Penalty 1,706400
Interest 29,683.,20
Total this period 111,560.20
Total 1576 throush 1978 194 1129483

Above totals cormputed to April 26, 1983. Interest cortinues to accrue at 16 arnually,
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The Most Fraudulent Document
Of Them All—The IRS’ FINAL NOTICE

Approximatelv 10 days after receiving my *Statement of
Tax Due,” I received the Final Notice shown in Figure 5-6.
First of all, observe how the NOTICE starts off by stating
that “‘although notices and demands have been made for
payment of your Federal taxes.” Well, you can see that up
until that moment the government had not sent me one
previous document ‘“‘demanding” payment of any tax. A
real “notice and demand” will be discussed in great detail in
Chapter 7, but such a notice was never sent to me. The
reason that the government uses this specific language is
because of Code Section 6331 which states that:

If any person liable to pay any tax neglects or refuses
to pay the same within 10 days after notice and demand,
it shall be lawful for the Secretary to collect such tax

by distraint—that is involuntarily. So by falsely claiming
that “notices and demands have been made” upon me, the
government seeks to set me up for the illegal seizures that
are to follow as threatened in the fourth paragraph of its
FINAL NOTICE.

But additional clues as to the fraudulent character of this
NOTICE is that, though it threatens to seize my property
for not paying a federal tax, the type of federal tax I allegedly
owe is never even mentioned in that document. Most
people, of course, when they get a FINAL NOTICE
automatically assume that the “Federal taxes” referred to
mean income taxes—but the NOTICE says no such thing!
And while a “Form Number 1040” is mentioned, the Code
section establishing the “tax liability” of which it speaks is
not identified. And note how the operation of interest alone
has increased my alleged “‘tax liability” from §191,846.23 to
$194,129.83 (or by $2,233.60) in just 27 days! This amounts
to 2-1/2 percent of the basic tax the government claimed 1
owed!

More Letters Ignored

In response to the Government’s threat to begin seizing
my property (in violation of law), I sent anine-page letter to
the District Director, James Quinn, with a copy to James
Holmberg, the IRS revenue officer, over whose signature
the threatening FINAL NOTICE was sent. That letter
incorporates a good deal of the material covered in this book,
so there is no question that the District Director knew that
he was breaking the law. Perhaps that is why he refused to
answer any of the questions I raised either in that letter or in
my follow-up letter, both of which have been included in the
Appendix.

I also paid a visit to the local IRS office and asked to speak

to James Holmberg the revenue officer who had presumably
calculated the taxes, penalties and interest shown on the
Notice. I had brought along a check book and offered to
immediately pay the fullamount due. I told them that I only
wanted to know the Code Section making me liable for the
tax so I could put it on my check stub. “So would you please
tell me the Code section that makes me liable for these
taxes?,” I asked of Holmberg and his colleagues. But neither
one could tell me. I told them that I was in no hurry and
would wait until they found the Code section. I thought that
for $194,129.83 the least the government could do was to
cite the law that made me “liable.” For that kind of money, I
felt that I shouldn’t have to take the word of a low level
government employee that such a tax liability actually
existed. Mr. Holmberg stepped out of the room and when
he returned he told me that no one then in the office could
find the Code section. I told him to call the District
Director’s office in Hartford, or the IRS’ main office in
Washington. Here I was prepared to hand over $194,129.83
to the government and all I wanted to know was the Code
section that made me “liable” for the tax, yet Holmberg said
that he was too busy to get the information! So, I left
without paying the government the money it claimed I
owed, but for which they refused to show me the law (Code
section) pursuant to which I “owed” it. In case you don’t
believe me, try that yourself the next time the IRS claims
you owe income taxes. Ask them to produce the law that
makes you “liable” for the taxes they claim you “owe.” Be
prepared for a long wait. Bring along a sandwich or two.

MORE FRAUD AND EXTORTION,
WITH THE HELP OF THE COURTS

It’s hard to believe, but at that time I was so naive that I
actually believed that the Constitution was still in effect. I
thought the government could not take property without a
court order. I thought that there were limits beyond which
federal courts would not go in ignoring the law. Unfolding
events were to prove me wrong on all counts.

An attorney warned me that despite the lack of proof that
I owed the government a dime, the IRS could still confiscate
my property. I was only to find out later how the IRS
illegally seized property by subverting Code section 6331
(Figure 5-7). Meanwhile, I was convinced that the
government’s claim that I had been assessed for taxes for
those years was fraudulent (three years later my suspicions
would be confirmed), and I believed that they could not
produce a valid assessment certificate. 1 believed that
coupled with that and my ability to present to any court how
the income tax was being levied contrary to the taxing
clauses of the Constitution and the Sixteenth Amendment
itself, that I could get a restraining order and permanent
injunction against such threatened seizures. These
constitutional arguments were clearly made, but
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Connecticut District Court Judge Ellen Burns, following
the usual procedure of federal judges, ignored them all and
rationalized her decision not to intervene with a truncated
quote from a Supreme Court decision whose actual meaning
she distorted, but which actually supported and verified my
argument.’ But Judge Burns refused to intervene by falsely
claiming that she lacked the jurisdiction to do so.* But what
turned out to be of even greater significance (for the
purposes of this book) is that a day or two before the hearing,
the government produced a “quick” ASSESSMENT
CERTIFICATE of the “Summary Assessments,” as
shown in Figure 5-8, and claimed that my assessment was
“included within the (lumped) 82 individual income tax,
penalty and interest items which totaled $721,505.20.” The

explanation for this was contained in an accompanying two-
page letter from Glenn L. Archer, Jr., the (then) Assistant
Attorney General of the Justice Department and D. Patrick
Mullarkey, Chief, Civil Trial Section, Northern Region.
That letter and four other documents that accompanied the
ASSESSMENT CERTIFICATE are included in the
Appendix.

First of all, note that nowhere in the ASSESSMENT
CERTIFICATE does my name appear. What proof did
either my attorney or I have that my “assessment’” was
actually contained within that composite entry of 82
individual items as claimed by Archer and Mullarkey? It
was not until some three years later that I discovered that
Treasury Regulation 301.6203-1 provided that:

§6331. Levy and distraint
(a) Authority of Secretary

If any person liable to pay any tax neglects or
refuses {6 pay the same within 10 days after
notice and demand, it shall be lawful for the
Secretary to collect such tax (and such further
sum as shall be sufficient to cover the expenses
of the levy) by levy upon all property and
rights to property (except such property as is
exempt under section 6334) belonging to such
person or on which there is a lien provided in
this chapter for the payment of such tax. Levy

may be made upon the accrued salary or wages
of any officer, employee, or clected official, of
S he Distri [ Columbi

ihe United
any agency or_instrumentality of the United
istric i

notice of levy on the employer (as defined in
section 3401(d)) of such officer, employee, or
elected official. If the Secretary makes a find-
ing that the collection of such tax is in jeop-
ardy, notice and demand for immediate pay-
ment of such tax may be made by the Seceretary
and, upon f{ailure or refusal to pay such tax,
collection thereof by levy shall be lawful with-
out regard to the 10-day period provided in this
section.

(b) Seizure and sale of property

The term ‘“‘levy” as used in this title includes
the power of distraint and seizure by any
means, Except as otherwise provided in subsec-
tion (e), a levy shall extend only to property
possessed and obligations existing at the time
thereof. In any case in which the Secretary
may levy upon property or rights to property,
he may seize and sell such property or rights to
property (whether real or personal, tangible or
intangible).

(€} Successive seizures

Whenever any property or right to property
upon which levy has been made by virtue of
subsection (a) is not sufficient to satisfy the
clnim of the United States for which levy is
made, the Secretary may, therealter, and as
often as may be necessary, proceed to levy in
like manner upon any other property liable to
levy ol the person against whom such claim
exists, until the amount due from him, together

FIGURE 5-7

with all expenses, is fully paid.
(d) Requirement of notice before levy
(1) In general

Levy may be made under subsection (a)
upon the salary or wages or other property of
any person with respect to any unpaid tax
only after the Secretary has notified such
person in writing of his intention to make
such levy.

(2) 10-day requirement
The notice required under paragraph (1)
shall be
(A) given in person,
(B) left at the dwelling or usual place of
business of such person, or
(C) sent by certified or registered mail to
such persons’s last known address,

no less than 10 days before the day of the
levy.
(3) Jeopardy

Paragraph (1) shall not apply to a levy if
the Secretary has made a finding under the

last sentence of subsection (a) that the collec-
tion of tax is in jeopardy.

(e) Continuing levy on salary and wages
(1) Effect of levy

The effect of a levy on salary or wages pay-
able to or received by a taxpayer shall be con-
ﬁﬁ'ﬁ'g'ﬁs Trom the date such levy is first made
until the liability out of which such levy

arose is satisfied or becomes unenforceable by
reason of lapse of time.

(2) Release and notice of release

With respect to a levy described in para-
graph (1), the Secretary shall promptly re-
lease the levy when the liability out of which
such levy arose is satisfied or becomes unen-
forceable by reason of lapse of time, and shall
promptly notify the person upon whom such
levy was made that such levy has been re-
leased.

(f) Cross references

(1) For provisions relating to jeopardy, sec subchapter
A of chapter 70.

(2) For proceedings applicable to sale of scized proper-
ty xee seclion #3345,
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the assessment shall be made by an assessment officer
signing the summary record of assessment. The
summary, through supporting records, shall provide
identification of the taxpayer, the character of the
liability assessed, the taxable period, if applicable, and
the amount of the assessment. The amount of the
assessment shall, in the case of tax shown on a return by
the taxpayer, be the amount so shown, and in all other
cases the amount of the assessment shall be the
amount shown on the supporting list or record. The
date of the assessment is the date the summary record
is signed by an assessment officer. If the taxpayer
requests a copy of the record of assessment, ke shall be
furnished a copy of the pertinent parts of the assessment
which set forth the name of the taxpayer, the date of
assessment, the character of the liability assessed, the
taxable period, if applicable, and the amount assessed.
[emphasis added]

As you can see, Messrs. Archer and Mullarkey supplied
none of the identifying and supporting documentation as
called for by Regulation 301.6203-1. Unfortunately, both
my attorney and I, and possibly the Judge were completely
taken in by the Justice Department’s fabricated claim,
which contributed to Judge Burns’ refusal to intervene so as
to prevent the government’s intended illegal seizures.
However, that letter from Archer and Mullarkey would

ultimately provide me with the key that would unlock the
door to the government’s elaborate modes operandi which
had enabled it to illegally assess income taxes against those
who never filed income tax returns. The following is the
irrefutable evidence of this criminal conspiracy.

THE IRS FORM 4340 REVEALS ALL—
IF YOU CAN UNDERSTAND IT

Actually it was those six IRS Form 4340s (Figure 5-9)
that I received in connection with the years 1974, 1975,
1976, 1977, 1978, and 1979 (A, B, C, D, E, and F) that
revealed the government’s underhanded plot. When I first
saw the forms for the years 1976, 1977 and 1978, I frankly
didn’t completely understand them, and while I suspected
they were fraudulent, I couldn’t definitively explain why. I
realized, of course, that the first entry that declared “Return
Filed” had to be erroneous, since I had filed no returns
for any of the years shown. I also knew that, despite its
fraudulent claim, neither had the government. When I
subsequently demanded to see those “returns,” the
government produced the “dummies.” In addition, since a
long time had elapsed between my receiving these various
form 4340s and my letter from Archer and Mullarkey, I
didn’t really comprehend the significance of column (g)
entitled “23C Date.” At the time of Archer’s letter, I was
beset by so many other concerns that the statement in his

FIGURE 5-8 QU1K
ASSESSMENT CERTIFICATE
SUMMARY RECORD OF ASSESSMENTS
1. SERVICE CENTER T2 oave I. PREPARED BY 18 wyuBER
ANDOVER APRIL 1,1983 M . 482
Ppricitncy aue oo von s st e
CLASS OF TAX TOTAL ASSESSMENTS
TAX & PENALTY INYEREST TAX B PENALTY INTEREST HO. OF ITEMS
{o) (b} (c) o [ "

INCouE AND FitA 2,425(39 | . 2,425 39

NDIVIBUAL INCOME- : 9

STuER 519,611 |69 | 201,893 p1 82 721,505 ,20
CORPORATION INCOME !

AMD EXCESS PROFITS 375,399 170 193,352 17 11 568,751 87
Exeise I :

ESTATE AND GIFY 58, 566 ]Lﬁ 12,677 DO 1 71,243 49

AX ON CARRIERS AND TI

MEIR EMPLOYEES !
%D!RAL UNENPLOY- ;
JMENT TAX ACT i
2 !
! TOTAL ASSESSMENTS 2,425]39 953,577 188 407,922 b8 b 1,363,925195

6. PREPARED FROM ACCOUNTING ASSESSMENT JOURNALS
S JEOPARDY ASSESSMENTS AGAINST PRINCIPAL TAXPAYERS OATE AND NyMEER THROUSH DATE AND NUMBER
- Oincladed in the asscssments above)
l,-1-83 8-1936 4,-1-83 8-1940

NUMBER OF PRINCIPAL TAXPAYERS I 4=1-83 8-5505

PRI AL TAXPAYERS | 4-1-83 8-5507

CERTIFICATION
I certify that the taxes, penalties, and interest of the above classifications, hereby assessed, are specified in supporting records, subject to such
cotrection as subsequent inquinies and determinations in respect thereto may indicate to be proper.

Y. DATE 8. $IONATURE fFor Service Center Director of Intrrnal Reyenue)
. !
. >
D, ~. g . .
APRIL 1,1983 — ‘J{L‘JLV, v 4 KR Assessment Officer
U. % TREASURY DERARTMENT - INTEANAL REVENUE SERVICE | T ronm C inee sen
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FIGURE 5-9

Certificate of Assessments and Payments

Name of Taxpayer

Address (Number, street, city, and state)

EIN or SSN

Ixwin &, Schiff 144 Sheparis Knoll, Hamden, CT 06514 047-16-2491N / 1040
Exptanation of Assessment Credit DLN or Period
Date Transactions (Abatement) (Credit Reversal) Balance Account Number 23C Date Ending
{a) 1b) {c) (d) fe) n {g) th
Additional Tax /
04-20-83 |Assessed 16,406.25 06647-111-20000 04-20-83 7412
Fraud Penalty 8,203.13
Failure to Pay
{Tax Penalty 525.00
Restricted Interest 17,502.54
08-14-84 |Payment 176.68
11-15-84 |Lien Fee 18.00
03-25-85 |Payment 8,613.31
04-26-85 [Payment 19.02
~-19-8 Payment 2,174.10
10-28-85 |Payment 7,271.23 24,394,58
04-20-84 |First Notice
| certify that the foregoing transcript of the taxpayer named above in respect tn the taxes specified is a truo and complste transcript for the period stated, and all assessments,
penalties, interests, ab: credits, refunds, and ad: or unidentified pay 1 thereto as disciosed by the ds of this office as of the date of this certifica-
tion are shown therein.
Signature oKRXOEKXOY (required for certification) SUPERVISOR Location INTERNAL REVENUE SERVICE CENTER Date
/gb / &) PAYMENT & CERT. UNIT NORTH ATLANTIC REGION, ANDOVER, MA 01812 03-24-88
[ X g At (7

fam 3380 rer. 7001

Use and issue first *‘Rev. 7-74°°

PS/gd

Department of the Treasury -

Internal Revenue Service

B

Certificate of Assessments and Payments

Name of Taxpayer Address (Numbar, street, city, and state) EN or SSN
Irwin A, Schiff 144 Shepards Knoll, Hamden, CT 06514 047-16-2491N ! 1040
Explanation of Assessment Credit DLN or Period
Date Transactions (Abatement) (Credit Reversal) Balance Account Number 23C Date Ending
{a) {b) fc) {d} fe/ {7 {9/ (h
Additional Tax / ’
04-20-83 iAssessed 3,226.39 . 06647-111-20001 04-20-83 7512
Fraud Penalty 1,613.20
Failure to Pay
Tax Penalty 139.68
Restricted Interest 3,138.24
7
05-17-84 |Payment A 6,927.08
03-25-85 |Payment 1,380.69
05-15-86 |Restricted Interest 190.26 .00
04-20-84 |First Notice

i cor(i!y thét the foregoing transcript of the taxpayer named above in respect to the taxes specified is a true and complete transcript for the period stated, and all assessments,
penalties, interests, abatements, credits, refunds, and advance or unidentified payment relating thereto as disclosed by the records of this office as of the date of this certifica-

tion are shown therein.

Signature oKRNOECXOT (required for certification)

SUPERVISOR

) RN ﬂENT & CERT. UNIT
() 4_1/ kX A”’) .

Location

INTERNAL REVENUE SERVICE CENTER
NORTH ATLANTIC REGION, ANDOVER, MA 01812

Date

03-24-88

Form 4340 {Rev. 7-80)

Use and 1ssue first **Rev. 7-74*°

?S/gd

Department of the Treasury -

Internal Revenue Service
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FIGURE 5-9 (continued) C

- —= ¥
Certificate of Assessments and Payments
Name of Taxpayer Address (Number, st-eet, city, and state) EIN or SSN
Irwin A. Schiff P.0. Box 5303, Hamden. CT 0OLS51A 04?7-1b-2491 /1040
Explanation of Assessment Credit DLN or Period
Date Transactions (Abatement) (Credit Reversal) Balance Account Number 23C Date Ending
{a) (b} fc) (d) fe) 1) 1g) 1
11-09-82 | Return Filed .00 0821133102304 12-27-82 ?bl2
04-01-83 | Additional Tax 19.00b.00 -~ 0625109113204 O4-01-83
Fraud Penalty 9.503.00
tstimated Tax
Penalty ?09.00
Interest 12.619.35 42.837.35
D4-01-83 |First Notice

1 certify that the foregoing transcript of the mxmyor named above in uspocl o the taxes spocmod isa true and complete transcript for the period statad, and ali assessmants,
penaities, interasts, sb credits, and or fied pay 9 as disclosed by the ds of this office as of the dats of this certific

tion are shown therein,

: 4

Slgnalure OfXXXIEXK (requicd for certitication) Location Internal Revenue Service Center Date
/ Supvr.s Account Unit North-Atlantic Region
(P Z 4

‘;/)

Andoyer, Massachusetts 0183}¢2 May 12+ 1983 AT/jm

Form 4340 (Rev. 7.30) Use and issue first **Rev, 7.24** U, 8, GOVERNMENT PRINTING OFFICE 1982 522-064/5953 Department of the Treasury - Internal Revenue Service

D

P i
Certificate of Assessments and Payments
Name of Taxpayer Address (Number, st-eet, city, and state) EIN or SSN
Irwin A. Schiff P.0. Box 5303+ Hamden. (T 0L518 047-36-2492 o 1040
Explanation ot Assessment Credit DLN d Peri
Date Transactions (Abatement) (Credit Revarsal) Balance Account N:lbc 23C Date E:i‘i:':;
(a) 1b} fc) (a) te) 10 (g th)
11-09-82 Return Filed .00 0823133102308 l2-27-82 712
O4-01-83 Additional Tax 18.578.00 / 0625309113205 0Y-01-83
Fraud Penalty 9.339.00
Estimated Tax
Penalty bb3.00
Interest 11.080.99 39.?60.99

04-01-83 First Notice

tion are shown therein.

§ certify that the foregoing transcript of the taxpayer named above in respact to the taxes specified is a true and complete transcript for the period stated, and all assessments,
iti i by di funds, and ad or unidentified payment relating th as disclosed by the ds of this office as of the date of this certifica-

Slgnalure Of XUWXIOK (reguired tor certification) Location Internal Revenue Service Center [pate
/ Supvr.s Account Unit North-Atlantic Region .
K(?,—L,L 2/ Lozl Andaover. Massachusetts 0l8l12 May 12. 1983 AT/jm

Form 4340 {Rev, 7-80) Use and issue lirst *"Rev. 7-74** *U, S, QOVERMMINT PRINTING OFPICE 19682 522-064/5953 Department of the Treasury - Internal Revenue Service
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FIGURE 5-9 (continued) E

Certificate of Assessments and Payments

Name of Taxpayer Address (Number, st-eet, city, and state) EIN or SSN
Irwin A. Schiff P.0. Box 5303. Hamden, (T 0DbLS51A3 D4?7-1k-2491 IIDHD
L4
Explanation of Assessment Credit DLN or Period
Date Transactions {Abatement) {Credit Reversal] Balance Account Number 23C Date Ending
{a) b} {c) {d) fe) [/ 19) (h
11-09-82 | Return Filed .00 0821133102304 L2-27-82 7812
04-0L-83 | Additional Tax 53.447.00 / 0625109113206 0O4-0L-83
Fraud Penalty 2h.724.00
Estimated Tax
Penalty L.70b.00
Interest 284370.89 110.247.89

04-01-83 |First Notice

| certity that the foregoing transcript of the taxpayer named above in respect to the taxes specnhed is & true and complete transcript for the period stated, and all assessments,
penaities, interests, credits, refunds, and ad or unidentified pay ¢ as disclosed by the ds of this office as of the date of this certifica-
tion are shown therein.

Location Internal Revenue Service Center Date

Signature oiXMXXXK (requiredtor certification)
. - / Supvr.+ Account Unit North-Atlantic Region
ﬁ «27( '7' b /ZF»/”)P Andover, Massachusetts 01812 May 124 1983 AT/im

#U, S, GOVERNMENT PRINTING OFFICE 1982 522-064/5953 Department of the Treasucy « laternat Revenue Service

Form 4340 {Rev, 7-80) Use and issue first *‘Rev, 7-74"*

F

- Certificate of Assessments and Payments
Name of Taxpayer Address (Number, street, city, and state) EIN or SSN
Irwin Schiff 144 Shepard's Knoll Drive, Hamden, CT 06518 047-16-2491 1041
Date E;r':'n.::::?:n:' ?A’b.:l:m( (Cle;:i:.ﬁdei:m sal) Balance AcmDvTN:nbu 23C Date ::d'l‘:;
{s) (b} {cl (d) (e} [ (g (h)
11-21-84 eturn Filed .00 .00 08211~048-29472 05-20-85 7912

I certity that the foregoing transcript of the taxpayer named above in vupoc! to the taxes spacified is & tmo and complete transcript for the period stated, and all sssessments,
of this office as of the dete of this certifica-

pehalties, interests, . credits, refunds, and ad or tified payment rel g th as disclosed by the
tion are shown therein.
Signature of. DUNADXK (required for certitication) SUPERVISOR Location  INTERNAL REVENUE SERVICE CENTER Date
: /\L\ { ,PAYMENT & CERT. UNIT NORTH ATLANTIC REGION, ANDOVER, MA 01812 07/28/87
5, [ [ N - -y

AE.S. G.P.C. 1980-420° 255/4088
Department of the Treasury - Internal Revenue Service

Fota 4340 {Rov, 780)  Use and issue lirst "*Rev. 7.74* PS/gd
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letter that said;

This document is commonly referred to by its form
number 23-C, with the term *“23-C date” referring to
the assessment date, here April 1, 1983

did not really make a significant impression on me; and, as I
am ashamed to admit, I also apparently mislaid that letter.
However, it resurfaced when the United States was kind
enough to send me another copy while I was in federal
confinement and pursuing discovery in connection with my
civil law suit. Since the government sent me another copy, I
had an opportunity to reread and study Archer’s letter in the
somewhat less pressured atmosphere of a federal
correctional facility. In addition, when I read it this time, 1
had in front of me those three 4340s, which I didn’t have in
May 1983 when I first received Archer’s letter and
documents.

Irrefutable Proof That Both The Assistant
Attorney General and His Trial Chief of the

Northern Region, Conspired to Mislead
Both Me and the Court in May 1983

You will note that the 4340s covered by Archer’s letter (C,
D & E) show “23C Date” assessments both for 12-27-82
and 04-01-83, yet his letter (and “supporting” documents)
of May 17, 1983 only refer to one 23C assessment, that of
April 1, 1983. Why didn’t he mention the prior one that the
government claimed was made on 12-27-82? Wouldn’t
there had to have been similar documentation for those
assessments too? Why didn’t our crime-fighting Assistant
Attorney General also include them in his letter? Because, at
that very moment, Archer was involved in a conspiracy
which was no less criminal than those for which he and
others in his Department were sending people to jail.

WHY DID THE UNITED STATES
CLAIM THAT IT MADE A “.00”
ASSESSMENT “AGAINST ME”
ON 12-27-1982?

Take a long hard look at those three “.00” assessments
that the United States claimed were made on 12-27-82 and
ask yourself, why would it make such an assessment?
Remember, the whole purpose of an assessment is to record
what somebody legally owes by way of taxes. Why,
therefore, would the government go to all that trouble of
officially recording (three times!) that I owed it nothing on
12-27-82? How many other people owed the government
“nothing” on 12-27-82? (All of the nation’s children come
immediately to mind!) Why didn’t the government assess
them with nothing too? Does your city or town make
property assessments against all those who owe the city or

town nothing? Do you think that there is a Code section
that instructs the Secretary to go around making
assessments against all those people who owe the
government nothing as of a certain date? If the
government concluded that on 12-27-82 I owed no taxes,
does anyone seriously believe that there could have been one
legitimate reason for the government to record such a
“liability?”” Frankly I don’t believe that such an asinine
assessment was ever made. And I don’t believe that thereisa
“.00” assessment recorded anywhere on any ASSESS-
MENT CERTIFICATE as was certified too, on those form
4340s. And, as a matter of fact, the government has refused
to produce any such certificates or supporting records. The
Justice Department falsely claims that they were already
produced—though they can’t produce a document that says
so! If they had been produced they certainly would have
been mentioned in Archer’s letter, but were not. So why did
the government cause a false certification to be placed on a
document, claiming that an “assessment” was made,
which, obviously, was not made?

Making Government Records
Look Legitimate

As explained in Chapter 4, before an income tax
assessment (which, remember, must be based on “self-
assessment’’) can be made, the government must have an
income tax return filed by the taxpayer, without which, they
have no lawful basis to proceed further. And, as already
explained, once they have that return they can make an
original assessment pursuant to Code section 6201, and then
make ‘“‘supplemental” (i.e. deficiency) assessments
pursuant to Code sections 6204, 6211(a) and 6212(a). So to
make their “back office” records look “legitimate,” official
IRS records must show;

1. The date that a tax return was filed, since without
a recorded entry of a return being filed, no further
progress is possible.

2. A record reflecting an original assessment, since
without such an assessment, the IRS would not have a
statutory basis to support additional “deficiency”
assessments which it can make on its own initiative.

3. The dates on which supplemental or ““additional”
assessments and payments are subsequently made.

Now you know why my form 4340s had to contain false
entries both with respect to “Return(s) Filed” and alleged
“original” assessments which had to be entered before
supplemental assessments could be legally shown. Further
proof of this is provided by the entry “Additional Tax”
which was claimed for all of those assessments made
subsequent to the zero assessments claimed to have been
made on 12-27-82. But those “additional tax” assessments
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didn’t provide for ‘“additional” taxes at all, since no
assessments are shown prior to those entries! Obviously,
those ‘“‘Additional Tax(es)” shown were not for
“additional” taxes at all, but were falsely labeled to hide the
fact that they were in fact original assessments—which the
IRS knows that it has no authority to make! So it falsified
its records to make original assessments look like
“supplemental” (i.e. “‘additional”’) ones! In a nutshell, the
IRS has been making original assessments in the guise of
supplemental ones, and concocted an elaborate scheme
involving false documents, false entries and false regulations
in order to pull it off. In other words, the federal
government has been robbing the American public
blind on a scale never before conceived by man.
However, before leaving this incredible government scam,
there are a few more aspects of it that should be explored.

A LUDICROUS
AND FRAUDULENT REGULATION

To solidify its mind-blowing swindle and to help throw
everybody off the track’, the Treasury wrote an outlandish
Regulation 301.6211-1 (which together with Treasury
Regulation 301.6331-1 really provide the two bows on the
government’s whole fraudulent package) which really took a
lot of chutzpa, but the Treasury actually got away with it.
What this Regulation states in part is that:

If no return is made, or if the return...does not show
any tax, for the purpose of the deficiency ‘‘the amount
shown as the tax by the taxpayer upon his return”
shall be considered zero.(!) [emphasis added]

While regulations are not laws, those made pursuant to
the law and which do not “‘broaden or narrow the specific
provisions” of the law are accorded the status of law—but
this regulation contradicts both law and fact. But assuming
for the moment that this regulation is “law” (and that’s how
it is treated), ask yourself these questions. “How can a law
assume a fact that isn’tso?”” *“What kind of law would assume
a fact that isn’t so?”’ Laws tell you what you are required to
do—they don’t allege facts—especially false ones. So,
how, if individuals do not file tax returns, can we have alaw
that (1) assumes they did, and (2) further assumes that they
showed zero amounts on the returns they didn’: file?

I always said, that if the government can assume that you
filed a tax return when you didn’t, why couldn’t you assume
that you paid the tax, when you didn’t? One makes about as
much sense as the other, don’t you think?

Compare the law, Section 6211 (see page 64) with its
Regulation. Is there any inkling that the law itself ever
contemplated such a ridiculous assumption?

Where is there any suggestion in the “law” that anything
not shown “as the tax by the taxpayer” can be assessed?
Where does the law provide that the government is free to
make assumptions as to what taxpayers show or don’t show
on their returns? And if the law contemplated such a
ridiculous assumption, it would have been contained in the
law itself. Since the law specifically took into consideration
“if a return was made,” the law could have taken into
consideration “if a return was nor made, then the amount
shown on the taxpayer’s return will be considered to be
zero” if that was what the Jaw intended. But the law did not
say, or even suggest any such thing. So obviously, the
Regulation was deliberately made to subvert the law. Once
you understand this you can feel confident that you now
know more about assessments and deficiencies than did the
former Chief Justice Warren Burger. In a dissenting
opinion (Laing v. United States, 423 US 161), the former
Chief Justice wrote:

The term “deficiency” is defined in §6211(a),26 USC
§6211(a) (1970 ed. and Supp. IV) [26 USC §6211(a)],
essentially as the excess of the tax imposed by the
Code over the amount shown on the taxpayer’s return
as filed. If, however, the taxpayer files no return, or
shows no tax on the return he does file, the deficiency is
the amount of the tax imposed by the Code. Treas. Reg.
301.6211-1(a) CFR 301.6211-1(a) (1975). (Emphasis
added.)

Thus the Chief Justice demonstrates that he had
swallowed Treas. Reg. 301.6211-1 and believed that for
persons who had not filed, the amount they allegedly owed
and the amount of their alleged “deficiency” was one and
the same! (He also demonstrates his lack of understanding
of the existence of Code Section 6501(c)(3) and/or its
purpose and significance). So here is incontrovertible proof
that the perversion (or misunderstanding) of income tax
“law” reaches the highest rung of the judicial ladder!¢

As I stated earlier, the law as expressed in the Code
contains nothing that is inconsistent with or repugnant to
either itself or to the Constitution. However, when the
United States needs to get around or subvert the law, it
writes a regulation which the Courts will dutifully support,
even if it is contrary to the law and common sense.

THE ICING ON THE CAKE

The irony of this is that, even if the regulation were valid
it would make no difference, since the government would still
not be able to lawfully assess the zero that it desperately
wants to assume that taxpayers put on those returns they
didn’t file. Remember, the Secretary can only make an
original assessment pursuant to Section 6201 or a
supplemental (deficiency) pursuant to Sections 6213(c) or
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6215. But a 6201 assessment, as clearly shown by the
Regulation 301.6201-1 must either be an assessment of the
amount shown by the taxpayer on his return, or an amount
determined by the Secretary ““from his own information.”’ For
example, as shown by my NOTICE OF DEFICIENCY
(Figure 5-1), the government claimed that on Dec. 2, 1982, 1
owed income taxes for various years, so why didn’t it simply
assess those amounts pursuant to section 6201? Why didn’t
the government, for example, assess a tax of $19,006.00
against me as of 12-27-82, instead of assessing the
$19,006.00 as an “ Additional Tax”’ three months later on4-
1-1983? Because it couldn’t assess the $19,006.00, the IRS
had to make it look like it was assessing this amount as an
“additional” deficiency assessment on 4-1-1983. If the
government had no authority to make a $19,006.00 assess-
ment against me on 12-27-82, it also had no au}hority
to make a ““.00”’ assessment against me either, since it would
have required the same Code section to assess either one.
And if the government could not legally assess one amount
against me—how could it legally assess the other? You
might want to write the former Chief Justice and, based
upon his claim in Laing, ask him. You now know more than
enough to shoot down anything he might tell you—that is,
even if he knew where to begin!

SOME ADDITIONAL OBSERVATIONS

Note that the 4340s shown for the years 1974 and 1975, (A

& B) unlike all the others show no “‘returns filed” at all. Why
do you think that happened? Well, the government sent me
to jail because it claimed that I had filed no returns for those
years, so I guess it would have felt a little squeamish about
recording in its official records that “Returns (were) Filed”
for years it sent me to jail for not filing!

In connection with the 4340 supplied to me for the year
1979 (F), the attorneys handling the case for the IRS in Tax
Court keep insisting (Figure 5-10) that despite the certifi-
cation on that 4340 that an assessment was made against
me on “5-20-85,” that no such assessment was ever made.
Then why was it shown on my 4340?

I have already brought all the evidence of these illegal
government procedures before the courts (Connecticut
District Court and ‘“Tax Court”’—see Chapter 9) in which I
am fighting my two law suits in the forms of Motions to
Dismiss and Motions for Summary Judgment. More on
these suits will follow.

So doesn’t all of the above prove to you that any war on
organized crime must first start with the federal
government? But don’t think that our government’s
criminal activities stops with the making of illegal
assessments. Wait until you see how it shifts into high
gear in the making of illegal seizures!

FIGURE 5-10

Irwin A. Schiff

Reg. No. 08537-014

P.0. Box 1000

Loretto, Pennsylvania 15940

Dear Mr. Schiff:

DISTRICT COUNSEL

Internal Revenue Service

NORTH-ATLANTIC REGION

William R. Cotter Federat Building CC :HAR-TL
135 High Street - Room 259 JFLong
Hartford, Connecticut 06103

Subject: Irwin A. Schiff v. Commissioner
Docket No. 33728-86

You will find enclosed a copy of the certified transcript for your
taxable year 1979. This transcript confirms that there has been no assess-
ment made against you for income tax for 1979.

If you have any questions you can contact me at (203) 240-4253.

Sincerely,
POWELL W. HCLLY, JR.
District Counsel
~
By: o
JOSEPH F. LONG
Attorney
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NOTES TO CHAPTER 5

1. In continually minimizing the actual level of federal
income taxes, the public is also made to forget the
exhorbitant penalties that are often added. For example, the
rate of tax over $10,000 on our basic income tax is 28%. If
that person is self-employed, the rate on his additional
income tax (fraudulently called Social Security or self-
employment taxes) is 14% for a total income tax rate at this
level of 42%. If the Government now arbitrarily imposes a
50% fraud penalty and an additional 5% penalty for under-
payment, the total amount confiscated at this level is 65% of
an ordinary man’s productivity. And when we add to this
the substantial interest penalties (at usurious rates,

‘compounded daily) that are often added, we get levels of
confiscation (and forgetting all the other taxes this taxpayer
also pays) extracted in the name of taxation that can take
virtually all that a person earns! I have actually seen an IRS
tax notice where the original tax due was $1,500, but where
penalties and interest had swollen the amount due to about
$10,000. At certain levels this amount becomes too large
(with the continual running of interest) to pay off (with after
tax dollars): at which time the government doesn’t have a
taxpayer, but a virtual slave. When income taxes started, the
rates were from 1% to 6%. So even a 50% penalty would only
take from 1/2 to 3-1/2 percent of one’s income. But based
on current tax rates, penalties are 50 times higher, and can
take an added 25% of income—before the addition of
substantial interest penalties—even from income near the
poverty level. This situation, therefore, cannot be regarded
as the payment of “taxes” borne by a free people, but is
more akin to the tribute exacted from a vanquished nation
by some foreign despot, but at levels that even a foreign
conqueror would not attempt.

2. In Spies v. United States, 317 U.S. 492 (1943) an often
cited, unanimous decision, the Supreme Court ruled that to
be guilty of tax evasion a defendant had to be guilty of an
“affirmative act”; such as concealing his income or assets,
keeping a double set of books, and destroying records all
done for the purpose of evading taxes. And that an
individual could not be guilty of tax evasion on the basis of
“omissions” alone; such as for merely omitting to file
returns or paying the tax. Therefore, the elements of
criminal and civil tax fraud are exactly the same, only the
burden of proof is different. In criminal tax fraud the
Government has to prove guilt beyond a reasonable doubt,
while in civil fraud the government has to prove it on the
basis of “clear and convincing” evidence whether the
penalty is litigated in tax court (Solomon v. Commr., 732 F2d
1459, 1461-62) or in a refund suit in a district court (Paddock
v. U.S., 280 F2d563). However if the penalized citizen does
not himself initiate these court actions, the government
never has to prove its fraud allegations. And it can

seize the money without even having done so! Notice that in
assessing $45,566 in fraud penalties, the IRS did not allege
any affirmative act of fraud 1 might have committed but
arbitrarily stated that my failure to file and failure to pay
(which they fraudulently termed an ‘“‘underpayment’’) was
“due to fraud.” And notice that they expected me to pay this
amount without ever having proved that I actually
committed the fraud alleged! This, as you will see, was not
only violative of section 6653(b) itself, but was also contrary
to Spies, all case law on the issue, and the “due process”
clause of the Constitution. Here the Government merely
accuses me of what amounts to a crime, but instead of
imposing a jail sentence on me, fines me instead and expects
me to pay the fine without it ever having proved the criminal
act on any basis whatsoever! This will give you some idea of
how the Government abuses its authority to assess penalties
and why the Constitution is dead. For more on Spies and
how it was disregarded in even the criminal charges that
were applied to me, see Chapter 11.

3. In justifying her decision, Judge Burns used the
following partial sentence from Brushaber, supra, “Nothing
could make this clearer than to recall that in the Pollack Case
in so far as the law taxed incomes from other classes of
property than real estate and invested property, that is,
income from ‘professions, trades, employments, or
vocations (158 U.S. 637), its validity was recognized;”
However, she neglected to finish the sentence which
went on as follows: “indeed it was expressly declared that no
dispute was made upon that subject and attention was called
to the fact that taxes on such income had been
sustained as excise taxes in the past.” So the “validity”
of the tax that Judge Burns sought to establish by this quote
only applied when the tax was levied as an excise tax—
which is exactly the point I made in my request for a
restraining order. For a more detailed account of this
incident, see The Great Income Tax Hoax, pp 346-366.

4. The way this works is as follows. When Federal judges
don’t have jurisdiction, such as for conducting criminal
trials in connection with income taxes, they claim they do.
And when they kave civil jurisdiction to prevent unlawful
seizures in connection with the income tax, they claim they
don’t.

5. Actually, the scheme is so massive in scope and so
diabolially contrived, involving as it does numerous Code
sections and Treasury Regulations, that it was practically
impossible to fully detect, document and expose.

6. Section 6501(C)(3) is discussed in Chapter 10.
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— CHAPTER 6 —
NO LAW ESTABLISHES
A “LIABILITY” FOR INCOME TAXES

(THE HEART OF THE ISSUE)

““Liberty cannot be preserved without a general knowledge among the people,

who have ... a desire to know; ... that most dreaded and envied kind of knowledge.

I mean of the characters and conduct of their rulers.”’

—]John Adams
A Dissertation on the Canon and Feudal Law [1765]

When How Anyone Can Stop Paying Income Taxes was
published, I believed it contained sufficient information to
convince everyone that filing income tax returns was
voluntary, and that no one was required to have income
taxes taken from their pay or to pay estimated taxes.
However, when I wrote that book, I believed that the Code
did authorize the government (albeit unconstitutionally) to
estimate, assess and bill individuals for income taxes, even
when they did not file tax returns on their own—and only
then did 1 suggest that individuals might be required to pay
the tax. 1 corrected this false belief in The Great Income
Tax Hoax.

But even then, when I focused on the voluntary nature of
the income tax (in connection with filing and paying the tax
before it was billed and demanded), people would ask, ‘But
where does the law say that it is voluntary?” 1 always
thought that was a dumb question—but it came up often
enough, nevertheless. Naturally, I couldn’t point to a
specific Code section that stated the tax was voluntary,
because the ‘“law” was not written that way. It was the
absence of mandatory language (once one learned how to read
the Code) that established its voluntary character (which
turned out to be even more “‘voluntary’ than I recognized at
that time). But there was no Code Section that I could
point to that said so. Later, I discovered the proof that such
people wanted. It turns out to be the single most important
fact anyone can learn about federal income taxes. In a
nutshell..,

THE INTERNAL REVENUE CODE ESTABLISHES
NO SUCH THING AS AN INCOME TAX
“LIABILITY.” THEREFORE, SINCE ALL
MANDATORY AND ENFORCEMENT PROVI-
SIONS OF THE CODE RELATE TO A TAX
“LIABILITY,” NONE OF THESE ENFORCEMENT
PROVISIONS CAN APPLY TO INCOME TAXES.

If you leaf through the Code (or check the index) you will
find numerous sections that refer to a tax liability, but none
apply to income taxes. So, if no section of the Code makes
anyone ‘“liable” for an income tax, THEN EVERYTHING
IN CONNECTION WITH THAT TAX HAS TO BE
VOLUNTARY!

“LIABILITY”—THE KEY
TO MANDATORY COMPLIANCE

Each and every enforcement provision of the Code is
made contingent upon the taxpayer being “liable” for the
tax in question. As you have already seen, even the
restraining power of the court in section 7408 (Figure 2-13)
is contingent upon the existence of a tax ““liability,” and you
have seen how the Code clearly establishes such a tax
liability (Figures 3-2 and 3-4). The courts have ruled that
“liability” for taxation must clearly appear,” Seagraves v.
Wallace, 69 F.2d 163; quoting Miller v. Standard Nut
Margarine, 284 U.S. 498, 508; U.S. v. Updike, 281 U.S.
489; and U.S. v. Merriam 263 U.S. 179, 187, 188. Some
additional Code sections that create tax liabilities other than
those already referred to (in certain cases the words ‘‘shall be
paid”” was deemed the equivalent of “‘liability™) are sections:
1461, 4162(c), 4481(b), 4495(c), 4941(a), 4971(a), 4973(a),
4975(a) and (b), 4978, 4986(b), 4995(a)(1)(B), 5054(a)(1),
(2), (3), (4), 5005, 5043, 5044, 5061, 5811, 5821, 7272, 7273,
and 7501.

Only a “Liability”
Can Create Legal Obligations

It is only when you are ““liable” for a tax that you need
worry about the laws that pertain to it. If you are not
“liable” for a tax you can obviously ignore all laws related to
it, since they wouldn’t apply to you. As you now know, there
is a federal wagering tax on the gross bets made by
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bookmakers (Figure 3-4). If you’re not a bookmaker you’re
obviously not ““liable” for wagering taxes, so you would be
totally unconcerned about all laws related to that tax. Isn’t
that so? Knowing you are not a bookmaker and not liable for
wagering taxes, could the IRS subpoena your bank records
and/or seize your property in connection with that tax? Or,
could the government charge you with willfully failing to
file wagering tax returns? Of course not. So everything that
our government does to compel people to pay income taxes
is no more legal than if the government sought to make
people pay federal wagering, alcohol or tobacco taxes,
knowing full well that they weren’t liable for those either.

If, on the other hand, you are “liable” for a given federal
tax, the government can impose numerous other conditions
on you which are related to that tax liability. For example:
tobacco manufacturers who are specifically made ““liable”
for tobacco taxes by section 5703(a) (1), are further required
to make tax payments by section 5703(b); secure a permit by
section 5712; secure a bond by section 5711; keep a “true
and accurate inventory” by section 5721; make reports by
secton 5722; adhere to packaging restrictions by section
5723; keep records by section 5741; and be subject to
specific criminal and civil penalties by sections 5762 and
5763.

Similarly, distillers of alcoholic beverages who are made
liable for alcohol taxes by sections 5005(a), (b), (¢), and (d)
are further required to pay the tax by section 5007; adhere to
restrictions with respect to installing or removing stills, by
sections 5101, 5102, 5103, 5105 (which also provides
penalties for non compliance); keep records by sections 5114
and 5124; adhere to packaging restrictions by section 5116;
adhere to registration requirements by section 5171; adhere
to bonding requirements by section 5173; adhere to
restrictions as to plant locations by section 5178; post signs
as required by section 5180(a), be subject to penalties for
non-compliance by section 5180(b); furnish ‘‘keys as may be
required for internal revenue officers to gain access to the
premises” by section 5203(a); allow any IRS “revenue
officer at all times, as well by night as by day” to enter any
part of the plant by section 5203(b); allow IRS revenue
officers “to break up the ground” in any part of the distillery
“to search for pipes...to examine whether such pipes or
other conveyance conceals any distilled spirits, mash, wort,
or beer, or other liquor” by section 5203(d); and be subject
to specific fines and criminal penalties for violating any
number of infractions as provided by the following sections
and subsections—5203(e), 5505(1), 5601, 5602, 5603, 5606,
5607, 5608, 5609, 5610, 5611, 5612, 5613, 5614, 5615, 5661,
5662, 5663, 5671,5672,5673, 5681, 5682, 5683, 5684, 5685,
5686, 5687, 5688, and 5690. All this plus the penalty
provisions of subtitle F which are made specifically
applicable to Chapter 51 (which provides for alcohol taxes)
by secton 5560.

Section 5555(a), for example, is really specific and
provides as follows:

Every person liable for any tax imposed by this
Chapter (51), or for the collection thereof, shall keep
such records, render such statements, make such
returns and comply with such rules and regulations as
the Secretary may prescribe.!

Now there are simply no comparable sections as
those listed above anyplace in Subtitle A which similarly
impose obligations, requirements, civil or criminal
penalties, or cross-references to Code sections that do for
any alleged violation of income tax laws! As 1 stated before,
the government has been fraudulently using Code sections
that only apply to certain mandatory federal excise taxes
(such as alcohol and tobacco) o enforce payment of income
taxes. 1t has managed to get away with this only because we
have a perfidious federal judiciary and (with only a few
exceptions) an incompetent, ineffectual and duplicitous
legal establishment.

All government measures designed to compel Americans
to file income tax returns, keep records, turn over records,
turn over property, pay, withhold and collect income taxes,
etc., etc., have all been based on nothing more than plain
criminal fraud. In essence, our government has been getting
the bulk of its revenue in a manner not unlike how
Jessie James, John Dillinger or Genghis Khan got theirs.

In addition, many Americans have been prosecuted and
given long jail sentences for income tax ““crimes” which, by
law, do not exist. If any justice exists in America, then the
ones responsible for those illegal prosecutions will be
brought to the bar of justice.

PROOF THAT NO “LIABILITY”
FOR INCOME TAXES EXISTS
ANYWHERE IN THE INTERNAL
REVENUE CODE

While I stated in The Great Income Tax Hoax that no
section of the Code made anyone liable for income taxes, I
was asking my readers to take my word for it—or to check
the Code out for themselves. But now, thanks to my latest
criminal prosecution and to my two civil law suits, my
readers won’t have to do either. As a result of that litigation,
the government has supplied me with all the information
that anybody should need.

A U.S. ARRAIGNMENT—NAZI STYLE

On April 5, 1985, while on a media tour to promote my
recently released book, The Great Income Tax Hoax, three
IRS agents pounced upon me as I was about to enter the
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studios of radio station KFBK, Sacramento, California,
for a scheduled talk show appearance. They pinned me
against a wall, handcuffed and arrested me. They all
carried concealed pistols, which they were not autho-
rized to carry (per section 7608) except in connection
with the “enforcement of Subtitle E and other laws per-
taining to liquor, tobacco, and firearms.” But what does
violating one more law mean to the IRS?

I was subsequently released on bond, and on April 17, I
appeared for arraignment before Magistrate Owen Eagan
in Connecticut Federal District Court in Hartford. The
government had charged me with three counts of tax
evasion for the years 1980, 1981 and 1982 and one count of
failing to file a corporate tax return for 1980 pursuant to the
indictment shown in Figure 6-1. However, on April 8th,
approximately 10 days prior to my arraignment, I submitted
a written motion to the court asking it to dismiss the
indictment due to the court’s lack of subject matter
jurisdiction.?2 I supported this motion with two
memorandums of law. One memorandum cited sufficient
case law to remind the court of two things it already knew,
(1) that whenever a federal court’s jurisdiction is challenged
the party invoking its jurisdiction (in this case the federal
government) must prove it by clear and convincing
evidence, and (2) that a federal court’s jurisdiction can never
be assumed by the court. Two short excerpts from two of the
cases in my Memorandum of Law illustrate this:

Jurisdiction cannot be assumed by a District Court
nor conferred by agreement of the parties, but it is
incumbent upon plaintiff to allege in clear terms, the
necessary facts showing jurisdiction which must be
proved by convincing evidence.

—Harris v. American Legion, 162 F. Supp. 700

The authority which the statute vests in the court to
enforce the limitations of its jurisdiction precludes the
idea that jurisdiction may be maintained by mere
averment or that the party asserting jurisdiction may
be relieved of his burden by any formal procedure. If
his allegation of jurisdictional facts are challenged by
his adversary in any appropriate manner, he must
support them by competent proof. And where they are
not so challenged, the court may still insist that the
jurisdictional facts be established or the case
dismissed, and for that purpose the court may demand
that the party alleging jurisdiction justify his
allegations by a preponderance of the evidence.
[emphasis added] —The Supreme Court
McNutr v. General Motors Acceptance, 56 S.Ct. 780

There is ample case law to support the principle that once
jurisdiction is challenged the court has no authority to do
anything but take action on that motion. As the Supreme

Court held in The State of Rhode Island v. The State of
Massachusetts, 37 U.S. 709 once the question of jurisdiction
is raised “‘it must be considered and decided, before any court
can move one step further.” With this in mind let us see how
a Connecticut District Court dealt with this issue in my
case. My motion claimed that the court lacked subject

matter jurisdiction to try me for alleged income tax crimes
because:

1. The indictment failed to identify the statute that
required the filing of a corporate income tax return,
and thus failed ““to state a charge cognizable in the
courts of the United States.”

2. “No section of the Internal Revenue Code
(erroneously referred to in my indictment as 26
U.S.C. 7201 and 7203) makes individuals liable for the
payment of income taxes’” and so I was not required to
file a return or pay the tax purely as a matter of law.

3. “Section 7402 specifically grants civil
jurisdiction only.” I pointed out to the court that it
was never given jurisdiction by Congress to conduct a
criminal tax trial, because “Title 26” only conferred
civil, not criminal jurisdiction on federal courts. What
could be plainer than that!

4. The court had no jurisdiction to prosecute me
(either for evasion or for not filing) for a tax which was
not imposed pursuant to any of the taxing clauses in
the Constitution. That since the income tax was
imposed neither as “a uniform excise tax in
accordance with Article I, Sec. 8, Clause 1 nor as an
apportioned direct tax pursuant to Article 1, Sect. 2,
Clause 3 and Article 1, Sect. 9, Clause 4,” a criminal
prosecution pursuant to such a tax would be
manifestly unconstitutional.

I supplied the court with an eighteen page Memorandum
of Law just to support that last contention.

Government Fails To Respond

In total violation of the principle explained in the three
cases cited above, both the prosecution and the court paid
absolutely no attention to my jurisdictional claim—as
shown by the following excerpts from the arraignment tape
that was supplied to me by the court.?

Magistrate Eagan:

It is my understanding this morning that we were taking the
criminal docket. The first matter will be criminal number
N-85-20. This is a case that is assigned to the Honorable
Peter C. Dorsey for trial. It is the matter of the United
States of America vs. Irwin A Schiff. Is that correct?

M. Hartmere, Asst. U.S. Attorney:
That’s correct, your Honor.
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Eagan:
And this matter is here on indictment?

Hartmere:
Yes, it is your Honor.

Eagan:
And has a copy of this indictment been given to Mr. Schiff?

Hartmere:
Yes, your Honor I believe he has been provided with a copy.

Eagan:
All right, fine...

Schiff:

Your Honor, I submitted last Monday to this court and to
the U.S. Attorney, a Motion to Dismiss the indictment on
four grounds of lack of jurisdiction. So far the government
hasn’t responded to that motion. Therefore, I move for a
summary judgment on the grounds that since I filed a
motion that this court has no jurisdiction, because the
income tax falls into none of the taxing clauses of the
Constitution, and because I have no liability for the tax; and
since the government hasn’t responded to the contrary, I
move that the procedure here be dismissed. However, if the
government wants more time to respond, I’ll agree to
giving it a continuance.

Eagan:

All right, Mr. Schiff, if you’ll excuse me, we’ll be seated for a
minute. I’ll go through the whole procedure with you and
I'll explain it to you. [He totally ignores the jurisdictional
issue I raised in my written motion, and which I just orally
re-urged.]

Schiff:

Well before we can proceed, your Honor, I think what we
have to eszablish is whether or not you have any jurisdiction to
proceed. Now, it’s very simple. I have in front of me Section
7402 and it very clearly says, ‘‘For general jurisdiction of the
district courts of the United States in civi/ actions involving
internal revenue, see section 1340 or Title 28 of the United
States Code.” Now if I can show the court where it has civi/
jurisdiction, I think it’s appropriate for the government to
show the court where it has criminal jurisdiction...

Eagan:

All right, Mr. Schiff, if you’ll sit down for just a second
please. Mr. Schiff this is a preliminary hearing, this is not a
trial of the matter nor am I here to hear motions addressed to
jurisdiction. I will give you sufficient time to address your
motion to the trial judge and he will be the one...Mr. Schiff,
please...

[Eagan again totally ignores my claim that the court lacks
jurisdiction to continue, even though the government has
yet to utter a single word in its own behalf. If Eagan had no
authority to address this issue, then he should have
rescheduled it before someone who did. But my written
motion was submitted to the court days before my
“arraignment,” so the Honorable Peter C. Dorsey
obviously knew that it had to be held before someone who
could deal with the subject. The reason that the court chose
this method to avoid dealing with this issue, will soon become
apparent. But let’s continue with my “arraignment.”]

Schiff:
Your Honor, are you going to ask me to plead?

Eagan:
Yes, I am.

Schiff:

You’ll be asking me to plead to a legal fiction...to plead to
something that’s not a crime...Suppose Michael Hartmere
indicted me for eating a banana, would you expect me to
plead guilty or not guilty to that? And if I pleaded not guilty,
would I not be suggesting that I believed that eating a
banana was a crime? Before we continue...

Eagan:

No, before we continue you will sit down and you will listen
to my explanation of what we are doing. Please be seated,
Mr. Schiff.

[The court and the prosecutor (actually, in this case, one
in the same) were conspiring to get me to plead to a legal
fiction so that the United States could illegally prosecute
me. For example, suppose that Michael Hartmere, the U.S.
prosecutor who fraudulently engineered my indictment,
was similarly able to pull the wool over the grand jury’s eyes
and get it to indict me for having eaten a banana. Suppose
further, that I had never eaten a banana in my life. Would
that mean that because of that fact at any subsequent
arraignment, 1 should simply plead not guilty, or that I
could be “‘required” to even enter a plea for that “crime’?
Why should I needlessly have to defend myself (which takes
both time and money) from charges that I was guilty of
doing something that I didn’t do, but which was not a crime
anyway? By pleading ‘‘not guilty,” one also subjects himself
to the authority of (and in this case a hostile one) a federal
judge who, once he has you in his clutches, (i.e. become
subject to his “jurisdiction’) can exercise arbitrary and
awesome power over you. He can establish unrealistic bail
requirements, decide that you should be confined right
through your trial and can keep you in jail—without a trial—
by holding you in continuous contempt of court. And once
you are under the court’s jurisdiction (which can only occur
after you submit to its jurisdiction by refusing to challenge
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it [and possibly prevailing] by simply entering a standard
plea) you can indeed be found guilty of something you
never did and which is not even a crime. This can occur
because once the court assumes jurisdiction, it is in a
position to make false rulings on matters of law (in which
defendants are also denied oral argument) and falsely charge
the jury on the law itself—which occurs all the time in tax
cases.

In addition, the prosecutor can totally fabricate its
prosecution by using purjurious testimony—a perfectly
routine procedure in all “‘tax protestor” cases. To put it in
the context of my banana example (though a better
illustration might be, being accused of speaking ill of the
President), once you plead not guilty to eating a banana, the
government is now in a position to get witnesses to falsely
testify that you did, while the court is now in a position to
falsely instruct the jury that eating a bananais a crime. Since
a jury is made up of individuals who generally know
absolutely nothing about tax law, they can be made to believe
anything the “judge” decides to tell them. So, in case you
thought my banana illustration was a little far fetched, this is
precisely what happens in all “tax protestor” cases. Such
people are all tricked at their arraignments, and then
fraudulently prosecuted for doing something that is no more
illegal than eating a banana. But let’s leave the subject of
bananas and get back to my ‘““arraignment.”]

Eagan:
Now, before we continue you will sit down and you will
listen to my explanation of what we are doing. Please be

seated Mr. Schiff.

Schiff:
Well, I think that jurisdiction has to be established your
Honor...

Eagan:
All right...

Schiff:
And I think the record ought to show...

Eagan:

The record is going to show everything that should be
shown. Mr. Schiff, my name is Owen Eagan. I am the
United States magistrate. I am here for the preliminary
purposes of taking a plea in this case.

Schiff:
May I just ask is this an adversary...

Eagan:
You may shut up for just a second and let me finish. I’'m here
to take a plea to this particular case. The only pleathatI can

and will accept is a plea of not guilty.

[In the above exchange I sought to get Eagan to admit that
an arraignment is an adversary proceeding between me and
the government, with the court merely “judging” between
us, based upon the legal arguments we make. I had already
made (and legally supported) an argument that the court
had no jurisdiction—which also included Eagan’s authority
to arraign me! Obviously, that authority had to be
established before Eagan could utter one arraignment word!
The court was thus duty bound to hear contrary arguments
from my adversary (the government) and to render its
decision accordingly. But it is clear from the arraignment
tape (as my trial itself would prove) that my adversary was
also the court! Note Eagan’s comment that he was only there
to take ““a plea of not guilty.” But the court was on notice
that I intended to argue jurisdiction. So why wasn’t it
prepared to hear it? But you already know the answer to
that. So the court concocted a ruse to avoid addressing the
issue as the law required it to do.]

Continuing with the “arraignment”...

Schiff:
I’'m perfectly willing to plead guilty. I will plead guilty. Can
I plead guilty?

Eagan:
No, you may not.

Schiff:
Why can’t I?

Eagan:
Because I have no authority to take a guilty plea.

Schiff:
Well then let’s get a judge in here who can accept a guilty
plea.

Eagan:
Mr. Schiff, please sit down at this time...please...

Schiff:

Pm perfectly willing to plead guilty to save the
United States and myself the expense of a trial. 1
admit, your honor, that I haven’t filed and I haven’t
paid, and if I have a tax liability and if Mr. Hartmere
will show this court where I can have a tax liability (as
a matter of law) I’'m prepared to plead guilty.

Eagan:
All right, now I’ve given you your opportunity to talk so you
please sit down and listen...
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Schiff:
But I’m prepared to plead guilty. [Can you believe that this
is actually happening in an American court?]

Eagan:
Please sit down.

[Suppose I had been charged with murder, rape, bank
robbery, counterfeiting, arson, mail fraud or any other
crime you can think of and I asked the court, “Look, just
show me the law which makes what I’m charged with a
crime, and I’ll plead guilty.” Don’t you think that under
those circumstances any legitimate court would have
produced the law? In my case, “the law” was the Code
section that made me “liable” for the tax. Yet neither the
government nor the court could or would produce the law!]

Eagan (continuing):

It’s my obligation today to take a plea to an indictment that
was handed down by a grand jury on April 3 of this year in
New Haven. The only authority I have is the authority to
accept a plea of not guilty ...and that is the only authority I
have. My other obligations are to make sure that you get
a copy of the charging documents; that you understand
what the charge is; and you understand what the
maximum penalty might be. Now the way that I accomplish
this is to have the U.S. Attorney explain to you and to me
what the charges are and what the maximum possible
penalty is. After that, I must advise you of what your rights
are. [But apparently not of my right to be tried only by a
court that has jurisdiction!]

[Additional explanation followed in which Eagan
explained that he would cover such things as: the Speedy
Trial Act, the filing of pre-trial motions, my competency to
stand trial, whether I had an attorney, and whether he had
any conflict of interest. Following that, I again asked of the
court...]

Schiff:
Is this an adversary or inquisitory proceeding?

Eagan:
Well, the procedure is a preliminary procedure in a criminal
process. All criminal process is adversary in nature.

Schiff:
Well, who is my adversary in this courtroom, your Honor?

Eagan:
Your adversary is the United States government.

Schiff:
Is that Mr. Hartmere?

Eagan:
Hartmere is only an agent of the government. He is not your
adversary.

Schiff:
But he represents my adversary, is that correct?

Eagan:
He represents the government.

Schiff:
Therefore, I assume that if I raise an issue, before you can
judge, my adversary would have to respond?

Eagan:

No, that’s not so. Dispositive motions—and that’s what you
are talking about, have a time and a place. [I hadn’t the
vaguest idea what he meant by a “dispositive motion.” But I
knew that Eagan wasn’t telling the truth about the issue of
jurisdiction which I knew was validly before the court.]
Once the plea is entered, dispositive motions may be filed
and they will be addressed to the trial judge.

Schiff:
If you’re telling me that you can only take a not guilty plea, I
could have mailed it on a postcard.

Eagan:
No, the rules require that a personal appearance...Rule 10...

Schiff:
Why?

Eagan:
That’s the way Congress deems it legal.

Schiff:
But this is supposed to be my hearing, isn’t that right? It’s
not a court martial?

Eagan:
This is a preliminary hearing for the purpose of taking a not
guilty plea.

Schiff:
But it’s also a hearing to see if you have the jurisdiction to
take a plea.

Eagan:
There’s no question in my mind whether I have jurisdiction
or not. I have jurisdiction.

[So here the court, without any shame at all, openly
violates a fundamental principle of federal law—it assumes
jurisdiction and without the plaintiff being asked to offer
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any comment at all (let alone assume its burden of proof) on
the matter!]

Schiff:
Where do you have it from?

Eagan:

I don’t think I have to sit here and explain it to you Mr.
Schiff. Mr. Schiff, please sit down and we’re going to go
through the normal procedure...

Schiff:

Your Honor, the courts have ruled that when the issue of
jurisdiction is raised...the jurisdictional facts must be
established or the case dismissed...”Jurisdiction can not be
assumed but must be clearly shown’ Brooks v. Yalkie 200
F2d 663. Sir, you cannot assume jurisdiction. When I raise
the issue of jurisdiction, the government (my adversary)
must prove you have it. [So far the government, my
adversary, hadn’t uttered one word in opposition to my four
claims, yet Eagan decided the matter in its favor! Talk about
having a friend at court!]

Eagan:

For the preliminary purpose of this hearing I am denying
your motion, if that’s what you want. I have jurisdiction. I
will proceed...

Schiff:
You haven’t proven it. On what basis do you have it?

Eagan:
I don’t have to prove anything to you, Mr. Schiff.

Schiff:

Your Honor, if I can prove that you have civil jurisdiction
pursuant to section 7402, why don’t you simply ask Mr.
Hartmere to tell you where you have criminal jurisdiction?
Isn’t that simple enough?

Eagan:

I think I explained this to you before. The dispositive
motions must go to the trial judge. The trial judge is the only
one who can rule on...

Schiff:
Well, then let’s get a judge in here.

Eagan:

Mr. Schiff, you are not running this court. We will run the
court in the normal way that it has always been run, under
the laws and under the Constitution of this country. [It’s a
good thing that Eagan pointed this out, otherwise no one
would have guessed it!]

Schiff:
Your Honor, I wasn’t...

Eagan:
Mr. Schiff, SIT DOWN!

[This should give you a rough idea of how justice ‘“works”
in federal courts, as opposed to how it supposedly works in
theory. It is clear that the court was willing to proceed even
though it obviously knew it had no jurisdiction (otherwise
the court and/or the prosecutor would have offered some
proof) to do so.]

My willingness to immediately plead guilty came up
again as follows...

Schiff:
I am willing to plead guilty.

Eagan:
I don’t want a guilty plea.

Schiff:
Why not?

Eagan:
Because I cannot accept a guilty plea.

[Therefore, I should have insisted that, that was the pleaI
wanted to make. This would have forced a rescheduling of
my arraignment before the judge. Then I could have
undergone a change of heart and forced oral argument on
each of the jurisdictional issues I raised. This is what Judge
Dorsey wanted to avoid—oral argument. In that situation
the government would have to support its baseless
jurisdictional claims in open debate, where its reasoning
could be challenged and where both its answers and the
court’s would be recorded. Judge Dorsey, for obvious
reasons, wanted to make any jurisdictional claims and
statements from within the safety of his own wrirten
decision. By employing that technique, both his and the
government’s answers to my jurisdictional questions
wouldn’t have to be defended in open court. By contrast,
the court, by limiting its remarks and answers to its own
written opinion, could with relative safety and impunity,
base its decision on arguments that were patently false,
incomplete and invalidly supported.*]

Schiff:

Well then let’s get a judge in here who can accept a guilty
plea. Why should I be put to the expense of a trial? I can’t
afford a trial.

Eagan:
Do you want to plead guilty?
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Schiff:
I will plead guilty, if the government will only show
me where the Code makes me liable for the tax.

Eagan:
NO. You don’t want to plead guilty. What you wanttodois
argue. [Can you believe this?]

Schiff:

I don’t want to argue. I’'m perfectly willing to plead guilty.
[Here, I further reminded the court, that none of the Code
sections I was charged with violating even mention income
taxes, and that the government had also refused to address
that issue too.] Does Mr. Hartmere suggest that I am
evading an alcohol tax?

Eagan:
Mr. Schiff, you are just back at the same thing all over again.

Schiff:
Well why don’t you ask him where in the (Code I am
required to file an income tax return and pay an income tax)

Eagan:
No, I’'m not going to ask him anything about that.

And further on...

Schiff:
You want me to give jurisdiction to the court by entering a
not guilty plea? Not guilty to what? Where’s the crime?

Eagan:
Mr. Schiff, you’re arguing the case.

Schiff:
I’m not arguing.

Eagan:

The proper place to argue that defense, is to Judge Dorsey
and it’s through a Motion to Dismiss (which I had already
filed but which the court was now ignoring!). Let me geton
with this. I will give you the dates where you can argue it and
to whom you can argue it.

[First of all, I wasn’t “arguing” the case. I wasn’t
arguing whether I had filed tax returns or not, or
whether I had paid the taxes or not (as a matter of fact
I had already admitted to not doing either) or whether
or not I “concealed” any income. that would have
been “arguing the case.” I was only arguing the issue
of jurisdiction, not ‘‘the case.” And an arraignment is
just the place to make that argument. Eagan’s claim that
I would have an opportunity to “argue it” later was
another sham. Once the court got by the ““arraign-

ment” with its “‘magistrate” ploy, it refused to grant
me oral argument on this issue as Eagan falsely
claimed it would do. The reasons for this have already
been explained.]

Schiff:
This is the proper place to argue jurisdiction.

Eagan:

This particular proceeding is not the proper place. [Eagan’s
statement was a blatant lie as my next statement and his
response prove.]

Schiff:
Jurisdiction can be raised during any part of the judicial
process.

Eagan:
You raised it. I’ve denied your Motion to Dismiss this case.

[A moment before he instructed me to submit my
Motion to Judge Dorsey. Now he denies the Motion
he just told me to submit. And if Eagan only had the
authority to accept a not guilty plea, (as he repeatedly
claimed) then where did he get the authority to deny
my Motion to Dismiss For Lack of Subject Matter
Jurisdiction?]

Schiff:
Without hearing from my adversary?

Eagan:
Without hearing from your adversary.

Schiff:
Then this is not an adversary proceeding?

Eagan:

I don’t need to hear from your adversary to know that I have
jurisdiction to take your not guilty plea and send you on to
Judge Dorsey for the trial to take place.

Schiff:
Is this a star chamber proceeding or is this an American
court where 1 am supposed to have a hearing?

Eagan:
It is a courtroom where you will have a hearing. It is not a
political podium for you to give addresses to the court.

[Eagan’s statements and admissions prove him to be
wrong on all counts. This was no “courtroom.” I was
not to be given a “hearing.” And his comment that I
was turning his “courtroom” into a ‘““political
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podium” was Freudian: reflective of his obvious
understanding that my “trial” was really political in
nature.)

Explaining The Charges

In addition to giving an accused an opportunity to
challenge jurisdiction, an arraignment (as mentioned by
Eagan) is where an accused supposedly has the charges
explained to him so he can make an informed plea of either
guilty, not guilty, or nolo contendere. By entering one of
these standard pleas, the accused accepts the legality of the
charges and the court’s jurisdiction.

As you can see, I offered to immediately plead guilty to
save both the government and myself further time and
expense, if the U.S. prosecutor (sitting at counsel table with
two IRS agents as assistants) would merely cite the Code
section that made me liable for an income tax. But the
government and the court refused to take me up on my
offer! An accused clearly can not make an intelligent and
informed plea of not guilty (thereby not only saving himself
the time and expense of a trial, but perhaps securing a
lighter sentence than he would otherwise get if he proceeded
to trial and lost) unless he understands the charges against
him. Thus it is the duty of the court to explain those charges
and answer any questions the accused might have
concerning them.

While many an accused can understand the charges from
the language of the indictment or information’ and are
apparently willing to enter a plea based solely on the
information contained in them, this is not true in all cases.
Those who signify confusion and doubt concerning what
exactly they have been charged with, can not have their
questions and doubts ignored by the court.

But in addition to the court’s refusal to explain the basis of
its claimed jurisdiction, Eagan was also asking me to plead to
criminal charges involving a tax for which no legal basis (i.e.
“liability”’) had been cited in the indictment. And Eagan
refused to clarify that matter when I raised it in connection
with his asking me if I wunderstood the charge.
Incredulously, he claimed that by raising these questions I
was again attempting to ‘“‘argue” my case! So I asked the
court point blank to just show me the law that made me
“liable” and I would plead ‘“‘guilty.” What could be more
judicially expedient than that? But both the U.S. prosecutor
and the court refused to do it!

I further pointed out to Eagan that the indictment did not
even allege an offense that one could plead to, since it also
did not cite the law that allegedly required me to file the
income tax return I was charged with not filing. But again
Eagan refused to compel the government to identify that law

too! I explained to Eagan that given these omissions in the
indictment and his refusal to compel the prosecutor to
clarify them for me, it was impossible for me to enter an
informed plea.

Then Eagan took the absurd position that “since” I was
“refusing to plea,” he would enter a plea of “not guilty” for
me! I insisted that I was not refusing to plea at all, and
reminded him of my repeated offer to plead guilty, if the
court would merely show me where I could be guilty of the
charges alleged simply as a matter of law! But still the
government and the court refused to produce the law!

My indictment accused me of violating Code sections
7201 and 7203, neither of which even mentions income taxes,
so how can anyone plead to alleged income tax “crimes”
based on these Code sections alone? My indictment stated
(in connection with the first three counts) that I did
“willfully and knowingly attempt to evade and defeat the
said income tax due and owing,” but didn’t cite the Code
section which made such a tax “due and owing.” Was [
supposed to take the prosecutor’s word that some
unidentified law existed that did that? Similarly, the fourth
count of my indictment accused me of violating section 7203
by failing to file a corporate income tax return “as required
by law”; but neither the indictment nor section 7203
identifies any law containing any such alleged
“requirement”! Was I supposed to take the prosecutor’s
word for that, too? How could I (or anyone else)
intelligently plead to these four counts? But most
important, neither section 7201 or 7203 could possibly
apply to me unless they involved a tax for which I was liable!
The existence of either an actual or potential tax “liability”
is obviously crucial to any lawful indictment and
information involving a federal tax (something that all
income tax indictments and informations are not).
Therefore, my ability to plead to the charges depended on
whether or not I could be legally liable for the tax I was
accused of evading and for which I was accused of failing to
file a return. However, no such reference appears anywhere
in my indictment, and as proven by my “arraignment’’ tape
neither the government nor the court could supply it! If
there was any law that made me liable for such a tax or
established such a filing requirement, you’d better believe
they would have been indicated in my indictment.
Those Code sections would be cited in all indictments and
informations involving income taxes. But they never are!
Now you know why!

So Magistrate Eagan refused to cite the Code section that
made me “liable” for the tax I was charged with evading and
for which I allegedly failed to file a return. Therefore he
refused to explain the charges to me as he admitted he was
required to do. Therefore, it was impossible for me (as it
would be for anyone else) to make an intelligent and
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informed plea. Yet he pled me not guilty on the absurd
ground that I had “refused to make a plea”! The irony is
that after the court illegally extracted a guilty plea from the
jury, it fined me $28,000 in court costs (although the trial
obviously cost the government a whole lot more) in addition
to a $30,000 fine. Yet I had offered to plead guilty at my
arraignment to save myself and the government these
expenses! But the government and the court wouldn’t
accept my guilty plea in exchange for merely citing the law
that made what I had been accused of a crime! This proves
that the perfidy of federal courts knows no bounds!

It should also be clear from all of the above that as far as
my “‘trial”’ was concerned, the prosecution and the bench
were one in the same. It will also be perfectly obvious to any
student of the law, that I went to trial without ever having
been arraigned.

LUDICROUS CLAIMS FROM
THE GOVERNMENT AND THE COURT

As a result of the court’s refusal to hear oral argument at
my arraignment on the issue of jurisdiction and on the
question of my tax “liability,” I submirtted (through the
artorney I ultimately retained to represent me) additional
motions attacking jurisdiction and the motion shown in the
Appendix, in which I offered to plead guilty if the
government or the court would simply cite the law that
made me liable for the tax. The responses to that motion
{which are also included in the Appendix) by both the
government and the court, should convince anyone that
federal judges and U.S. prosecutors have been criminally
engaged in prosecuting Americans for crimes that they both
knew did not exist.

Note that the government’s six line response does not
even attempt to address, let alone refute, the issues I raised
in that motion. In its claim that ‘“‘whether or not the
defendant is liable for income taxes under appropriate
provisions of law is a matter of proof at trial,” will be
immediately recognized by every law student in the country
as being blatantly absurd. Issues of law are decided by the
court before a case even goes to jury, since if there is no case
as a matter of law, then the facts that the jury might be called
upon to judge are immaterial.®

The issues that I raised in that pre-trial motion were
purely matters of law—as any eighth grader would have had
no trouble figuring out—and had absolutely nothing to do
with any fact that a jury had to decide. I maintained in that
motion that there was no law that made me liable for the tax
I was charged with evading or for which I was charged with
failing to file a return. I was challenging the court (not the
jury!) to produce thar law! The government could not
produce it, proving conclusively that my trial was illegal.

The government’s shameless claim that producing the law
“is a matter of proof at trial” was errant nonsense. The
response by the court was no less ignoble. The Honorable
Peter C. Dorsey also claimed that “Defendant’s Motion to
Dismiss on grounds that the Internal Revenue Code does
not, as a matter of law, make him liable for the payment of
income tax is denied.” At trial, the jury shall determine the
factual matters raised by this claim.” There were, of course,
no “factual matters” raised by my motion; only legal ones as
the Honorable Peter C. Dorsey well recognized. And Judge
Dorsey’s inability to produce a Code section that made me
liable for an income tax made him aware that he was
proceeding to trial on a matter for which he clearly had no
jurisdiction.

MORE DUPLICITY ON THE PART
OF GOVERNMENT LAWYERS

When, during civil discovery, I asked the Justice
Department’s team of lawyers to supply me with the Code
section that made me liable for income taxes, look at the
reply I received (Figure 6-2). The Justice Department had
the nerve to suggest that these Code sections made me liable
for income tax. I have already covered section | in a previous
chapter, and have reproduced Code sections 3,61,62 and 63
in Figure 6-3. Notice that the word “liability” does not
appear anywhere in those four sections, nor does it appear in
sectionl. Sections 1 and 3 simply impose the tax (as does
section 4401(a) as shown in Figure 34), but nowhere in
those sections does it state (as does Sec. 4401(c), Figure 3-4)
who is liable for the tax imposed. Sections 61, 62 and 63, on
the other hand, only claim to define gross, adjusted gross
and taxable income.?

It is perfectly obvious that none of the five Code sections
supplied by the Justice Department’s team of lawyers,
which allegedly establish an income tax “liability,” did so. It
should also be obvious that if such a “liability” did exist, it
would only have had to be stated in one Code section. The
Justice Department would not have needed to cite five!

To nail down the government’s duplicity even further,
look how the IRS’ team of lawyers answered the same
question. (Figure 6-4 #5) And it took me almost an entire
year to pry that answer out of them! Notice that the IRS’
team of laywers didn’t even suggest that any of the Code
sections cited by the Justice Department’s team had
anything whatever to do with establishing an income tax
“liability”! What does that tell you?

This alone establishes that either one or both teams were
not telling the truth. The fact, is, neither of them were, as is
proven by the IRS’ answer. The IRS’ team (as represented
by messrs. Holly and Long) didn’t even pretend to cite a
Code section. They based their claim solely on the fact that
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FIGURE 6-2

IN THE UNITED STATES DISTRICT COURT FOR THE

DISTRICT OF CONNECTICUT

IRWIN A. SCHIFF, )
Plaintiff, ;

v. ; CIVIL NO. N-86-354-(WWE)
UNITED STATES OF AMERICA, ;
Defendant. ;

RESPONSE OF THE UNITED STATES TO THE
PLAINTIFF'S REQUEST FOR PRODUCTION
OF DOCUMENTS, GOVERNMENT RECORDS,
STATUTES AND REGULATIONS

The United States, by its attorney, Stanley A. Twardy, Jr.,
United States Attorney for the District of Connecticut, for its
response to the plaintiff's Request for Production of Documents,

Government Records, Statutes and Regulations states as follows:

-6 -

REQUEST :
(11) The statute that the Defendant claims made the Plaintiff

liable for income taxes for the years 1976, 1977, and 1978.

RESPONSE:
(11) The United States' response to the plaintiff's eleventh
request is that Title 26 of the United States Code {26 U.5.C.),

Sections 1, 3, 61, 62, and 63, establish the circumstances under

which an individual is liable for federal income taxes.
Production of the foregoing documents is being accomplished
by mailing copies therecf to the plaintiff as indicated on the

attached Certificate of Service.
STANLEY A. TWARDY, JR.

United States Attorney

By:

JEREMIAH F. DONOVAN
Assistant United States Attorney

éﬁvoalg?gLéﬁLawD ]ILI kbd«

Trial Attorney, Tax Division
U.S. Department of Justice
Post Office Box 55

Ben Franklin Station
Wwashington, D.C. 2004%
Telephone: (202/FTS) 724-6549

39,/0085-A
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my “history of unsuccessful litigation proves that there is
such a thing as income tax liabilty.”! How’s that for
mncestuous legal logic? What their letter does prove is all of
the “litigation” referred to, was obviously conducted in
kangaroo federal courts where I was opposed by
government prosecutors having no more “integrity’” than
those who produced the above two specious responses!

The fact that a United States magistrate, a United States
District Court judge, a United States prosecutor, and two
teams of governmental lawyers could not produce a Code
section that established an income tax liability should
convince you that there is no such thing as an income
tax “liability.” Knowing that, you are in a position to
understand why all government seizures of property in
connection with income taxes are illegal—as will be
conclusively laid out in the next chapter.

— IMPORTANT —

The fact that you are not “liable” for income taxes
should enable you, through bankruptcy, to discharge
all back income taxes the government claims you owe.
This flies in the face of the prevailing wisdom that a
bankruptcy will not discharge income taxes.
Fortunately in Bankruptcy Court (unlike Tax Court
and refund suits in district courts—see Chapter 9) the
burden of proof is on your creditors: they have to
establish that you are “liable” for the debts they claim.
Before the Bankruptcy Court you should claim that,
while the government claims you owe income taxes,
you claim (and you could swear to this) that you don’t.
(Naturally this only applies to income taxes—not
withholding taxes). You claim that you are not
“liable” for the income taxes, and that no law (Code
section) makes you “liable” for any such taxes. The
government would then have to prove to the
Bankruptcy Court (by providing the law) that you
were ‘“‘liable” for the income taxes claimed. Since the
government will not be able to do that, the bankruptcy
judge should have no alternative but to throw out the
government’s claim—thus discharging all of the
back income taxes the government claims you
owe!

Sec. 3. Tax tables for individuals.

(a) Imposition of tax table tax,
(1) In general. In lieu of the tax imposed by section 1
there is hereby imposed for each taxable year on the tax
table income of every individual whose tax table income
for such year does not exceed the ceiling amount, a tax
determined under tables, applicable to such taxable year,
which shall be prescribed by the Secretary and which
snail oe in such form as he determines appropriate. In
the tables so preicribed, the amounts of tax shall be
computed on the busis of the rates prescribed by section

§ 61. Gross income defined

(a) General definition

Except as otherwise provided in this subtitle,
gross income means all income from whatever
source derived, including (but not limited to)
the following items:

(1) Compensation for services, including
fees, commissions, fringe benefits, and similar
items;

{2) Gross income derived from business;

(3) Gains derived from dealings in property;

(4) Interest;

(5) Rents;

(6) Royalties;

(7) Dividends;

(8) Alimony and separate maintenance pay-
ments;

FIGURE 6-3

(9) Annuities;

(10) Income from life insurance and endow-
ment contracts;

(11) Pensions;

(12) Income from discharge of indebtedness;

(13) Distributive share of partnership gross
income;

(14) Income in respect of a decedent; and

(15) Income from an interest in an estate or
trust.

§ 62. Adjusted gross income defined

(a) General rule

For purposes of this subtitle, the term “ad-
justed gross income” means, in the case of an
individual, gross income minus the following
deductions:

8 63. Taxable income defined

(a) In general

Except as provided in subsection (b), for pur-
poses of this subtitle, the term “taxable
income” means gross income minus the deduc-
tions allowed by this chapter (other than the
standard deduction).
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DISTRICT COUNSEL
Internal Revenue Service

NORTH-ATLANTIC REGION CC:HAR:TL
William R. Cotter Federal Building JFLong

135 High Street - Room 259

Hartford, Connecticut 06103 JUN 0 3 1988

Mr. Irwin A. Schiff
Reg. No. 08537-014
P.0O. Box 1000 - 702
Lorretto, PA 15940

Subject: Docket No. 33278-86
Income Tax 1979

Dear Mr. Schiff:

On March 7, 1988, you served us with a document entitled
Petitioner's Third Series of Interrogatories. It is our position
that you have failed to comply with Tax Court Rule 70(a) and that
therefore no response is required at this time. In the spirit of
cooperation I am responding to the aforementioned request for
interrogatories as if it were an informal request for
information.

1. and 2. Object on the ground that this is an attempt to go
behind the statutory notice of deficiency.

3. and 4. Object on the ground that the respondent is not
required to explain the law to the petitioner.

\\\ﬁQ 5. For 1974 and 1975 you were convicted of willful failure
to file tax returns, sentenced to prison and later found liable
for the civil fraud penalty. You are presently involved in
refund litigation for 1976, 1977, and 1978 in the United States
District Court. Your 1979 year is the subject of this 1liti-
gation, and you are presently incarcerated for willfully
attempting to evade income tax in violation of I.R.C.§ 7201 for
1980, 1981 and 1982. I submit that your history of unsuccessful
litigation .proves that there is such a thing as income tax
liability.

Sincerely,
POWELL W. HOLLY, JR.
&\ !, .l\ \¥
By: oA Y e

JOSEPH /F, LONG/
Attorney
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NOTES TO CHAPTER 6

1. In this section “shall” is mandatory. Since Americans
never had a constitutional right to distill alcoholic beverages
for commercial purposes, such a tax has always been exacted
from distillers since the birth of the nation.

2. Jurisdiction is a federal court’s legal authority to hear
the case brought to it. The court might not have jurisdiction
over the person, such as one living in a foreign land, or it
might not have jurisdiction over the subject matter. Before a
court can acquire a criminal jurisdiction Congress must (1)
first make an act a crime, (2) fix punishment to it, and (3)
declare the court that will have jurisdiction over it. (See
United States v. Hudson, 11 U.S. 32) Not one of these
elements was present in my case. And while the issue of
jurisdiction can be raised at any time, once the issue is rassed
it must be addressed and settled. Obviously, a defendant
should not have to suffer any further expense and
inconvenience if the court has no jurisdiction to proceed.
Lawyers, however, have a tendency to postpone attacking
jurisdiction by saying ““we can always raise that issue later.”
Naturally, their clocks keep ticking as long as the issue is not
resolved. Courts take the same position when they are
determined to railroad the accused, which is generally the
situation when they are hearing ‘“‘tax protester’ cases.

3. For those wanting to experience first-hand how
drum head justice is administered in federal courts (and for
those who might refuse to believe that such an
“arraignment”’ could ever take place in an American court
and so might think I made the whole thing up), the entire
45-minute “arraignment” can be secured from Freedom
Books on cassette tape (as recorded by the court) for $7.00,
mcluding postage and handling.

4. In case you’re thinking ‘“he would be accountable to an
appellate court,” forget it. Appellate courts are a part of the
federal income tax conspiracy, and in these situations, back
up district courts. This is easily accomplished with the ol’
~frivolous” ploy, or its slightly longer variation, “these
arguments have been rejected time and time again.” Or it
oould be flat out “denied” without any opinion. Then where
are you going to go—to the Supreme Court? Do you really
think it would grant certiorari? Or to put it another way, do

you really think that, that Court doesn’t know what’s going
on? In 1985 I sent each Supreme Court justice his own copy
of The Great Income Tax Hoax and not only didn’t I get back
one thank you note, but on top of that, it denied me certiorari
in 1986.

5. An information is a written accusation of a crime, made
by a U.S. attorney, which permits the government to
prosecute an individual without benefit of a grand jury
indictment. It is used when the crime alleged is a
misdemeanor as opposed to being a felony. It has been used
a great deal by the government against “tax protesters” in
illegal 7203 prosecutions, since the government claims that
not filing an income tax return is a misdemeanor pursuant to
Section 7203. It’s not, of course, but that has been the
government’s illegal contention. Now that the government
has become even more tyranical by seeking to make failure
to file a felony pursuant to Section 7201, informations are
used less frequently. “The use of [informations] has a long
history. For example, in the reign of Henry VII,” writes
Justice Blackstone, in 4 Bl. Comm. 310, “...a century, so as
to continually harass the subject and shamefully enrich the
crown.””: which pretty much describes how informations are
used by the Justice Department today.

6. However, in criminal trials juries can take it upon
themselves to judge both the law and the facts pursuant toa
principle known as “jury nullification.” See the Supreme
Court’s acknowledgement of this principle in Georgia v.
Brailsford, 3 Dall 1 (1774). However, today federal judges
totally mislead juries concerning their alleged obligation to
follow the law as given to them by the court. Some federal
judges even make jurors swear to do so, thus making a total
mockery out of the American jury system. For more on this
see The Great Income Tax Hoax, pages 378-381.

7. All of my pre-trial motions were denied without oral
argument.

8. These claims, however, are all false. Since section 61
uses the word “income” to define ‘‘gross income,” it
violates the basic principle governing definitions, and
therefore does not define “gross income at all.
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— CHAPTER 7 —
HOW THE FEDERAL MAFIA
ILLEGALLY SEIZES PROPERTY

““To lay with one hand the power of the government on the property of the
citizen, and with the other bestow it on favored individuals...is nonetheless
robbery because it is done under the form of law and is called taxation.”

Apart from ruining people’s lives with illegal prosecutions
and imprisonment, there is probably no more reprehensible
activity that the U.S. government engages in, than in the
illegal confiscation of property (including wages) in payment
of taxes that nobody owes. While the former would appear to
be more contemptible, the latter is experienced by far more
people and can have consequences ‘just as tragic. Severe
financial deprivation, caused by loss of wages, loss of savings,
loss of homes, and loss of businesses, often leads to divorce,
depression, and nervous breakdowns. How many suicides,
directly and indirectly result from such despicable govern-
ment behavior can only be speculated upon. But I am sure
the number is far greater than anyone would suspect.

I have received numerous calls from people whom the
federal government was literally squeezing to death. One
such call came from a railroad worker in Oklahoma who the
government claimed owed over $25,000 in taxes, penalties
and interest. The government had garnisheed his wages
(using a Notice of Levy), and had left him with only $75.00 a
week, which was not enough for him to even live on. This
individual knew that he didn’t owe the government one
penny of that amount and, as a subscriber to The Schiff
Report, he also knew that the Notice of Levy issued by the
government did not even apply to him. Yet he was legally
powerless to stop this illegal confiscation of his wages which
had suddenly reduced him, practically, to the status of a
pauper. He had brought copies of my Report (which clearly
documents the illegality of such “notices’ and the reason
that employers are not required to honor them) to the
attention of his employer’s legal department but to no avail.
What he was permitted to keep from his own wages would
not even cover his mortgage payment, so he was facing the
loss of his home. If he stayed with the railroad he would be
unable to support himself and his family on $75.00 a week;
while, if he left, he would lose valuable seniority with little
prospect of being able to earn anywhere near what his salary
was at the railroad. He doubted whether he could find a job
in that small Oklahoma town that would even cover his basic
living expenses. He did not know what to do or where to
turn. One day I received a letter from him saying that by the
time I received it, he would be dead. He had become so
frustrated and despondent over his situation that he decided

—United States Supreme Court
Loan Association v. Topeka (1874)

to end his life. I was, therefore, apprehensive when I
immediately called him and was relieved when he answered
the phone. I extracted a promise that he would never again
consider doing such a thing, and gave him some fresh ideas
to try. I never heard from him again, since shortly thereafter
I had to turn myself in to begin my own three year prison
term.

Also about that time, I got another call from a man in New
York City who ran a small service business. A month or so
before, the IRS, without warning, walked into his bank and
totally cleaned out his account of some $25,000. Besides the
checks that started bouncing, he could not meet his payroll,
so his employees left. Now, he informed me, he couldn’t
even pay his rent, and so would shortly be out of business
completely. He also claimed (for reasons I don’t now recall)
that he did not owe the government the amount claimed,
and wanted my advice as to what he could do. In many
instances, victims are not left with enough money to consult
a lawyer, let alone retain one. The IRS, of course, took his
825,000 without a hearing or court order. Suppose that in
six months or so, this individual could prove that he didn’t
owe those taxes; that they were actually owed by someone
having the same name. What then? In that case, the
government would simply refund his money plus interest.
But what about the value of his business that went down the
drain? “T.S.” the government would say, ‘““That’s the way
the cookie crumbles,” if it bothered to say anything at all.!

HOW THE GOVERNMENT MAKES
LAWLESSNESS LOOK LEGAL

All IRS seizures for income taxes claim to be made
pursuant to Code Section 6331 (Figure 7-1). Yet, you now
know enough to be able to immediately recognize why this
section doesn’t apply to income taxes on any basis! Please
test yourself accordingly by reading paragraph (a) of that
section. Did the reason immediately jump out at you? If it
didn’t, then you should reread the last chapter. But, I'm
sure you spotted that because the fourth word in the
section’s opening paragraph is ‘“liable.” Section 6331 can
have (as fully explained in the last chapter) absolutely
nothing whatsoever to do with income taxes! This
alone establishes that all government seizures in connection
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FIGURE 7-1

§6331. Levy and distraint
(a) Authority of Secretary

If any person liable to pay any tax negleets or

fuses Lo pay the same within 10 days after
potice_and demand, it shall be lawful for the
Secretary to collect such tax (and such further
sum as shall be sufficient to cover the expenses
of the levy) by levy upon all property and
rights to property (except such property as is
exempt under section 6334) belonging to such
person or on which there is a lien provided in
this chapter for the payment of such tax. Levy
may be made upon the accrued salary or wages
of any officer, employee, or clected official, of
the United States, the District of Columbia, or
aly_agency or instrumentality of the Onifed
States or the District of Columbia, by serving a
noti f Jevy on thé employer (as delTned in
section 3401(d)) of such officer, employce, or
elected official. If the Secretary makes a find-
ing that the collection of such tax is in jeop-
ardy, notice and demand for immediate pay-
ment of such tax may be made by the Secretary
and, upon failure or refusal Lo pay such tax,
collection thercof by levy shall be lawful with-
oul repard to the 10-day period provided in this
seetion,

(b) Seizure und sale of property

The term “levy” as used in this title inciudes
the power of distraint and scizure by an
means. Kxcept as otherwise provided in subsec-
tion (¢), a levy shall extend only to propert

possessed_an obligations cxisting at the time

thereof. In any case in which the Secretary
may levy upon property or rights to property,
he may seize and sell such property or rights to
property (whether real or personal, tangible or
intangible).
t¢) Suceessive seizures

Whenever any property or right to property
upon which levy has been made by virtue ot
subsection (a) is not sufficient to satisfy the
claim of the United States for which levy is
made, the Secretary may, therecafter, and as
often as may be necessary, proceed to levy in
like manner upon any other property liable to

/

levy of the person against whom such claim
exists, until the amount due from him, together
with all expenses, is fully paid.

(d) Requirement of notice before levy
(1) In general

Levy may be made under subsection (a)
upon the salary or wages or other property of
any person with respect to any unpaid tax
only after the Secretary has notified such
person in writing of his intention to make
such lwx.

(2) 10-day requirement
The notice required under paragraph (1)
shall be —
(A) given in person,
(B) left at the dwelling or usual place of
business of such person, or
(C) sent by certified or registered mail to
such persons’s last known address,

no less than 10 days before the day of the
levy.

(3) Jeopardy
Paragraph (1) shall not apply to a_levy if
the Secretary has made a finding under the

last sentence of subsection (a) that the collec-
tion of tax is in jeopardy.
(¢) Continuing levy on salary and wages
(1) Effect of levy
The effect of a_levy on salary or wages pay-
able to or received by a taxpaycer §ha}l be con-
tinuous from the date such levy is first made

until the liabjlity out of which such Jeyy
arose is satisfied or becomes unenforeeable by
reason of lapse of time.
t2) Release and notice of release

With respect to aleyy described in para-
graph (1), the Secretary shall promptly re-
iease the levy when the liztl)ililF out. of which
such levy arose is satisfied or becomes unen-
forceable by reason of lapse of time, and shall
promptly notify the person upon whom such
levy was made that such levy has been re-
feased.

FIGURE 7-2
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with income taxes are illegal, and I should not have to
proceed any further than this to prove it! But the
government’s fraudulent use of Section 6331 is so massive
on so many different levels, that a far greater analysis of this
section is called for.

If you haven’t already done so, please read Section 6331
in its entirety. Did you notice that it doesn’t even mention
income taxes? Since it doesn’t mention income taxes, and
since Section 6331 isn’t in Subtitle A, on what basis can
anyone claim that it even applies to income taxes? The
answer is none whatsoever!

Actually, no other tax is even mentioned in that section.
But, since Subtitle F (in which this section appears) was
made specifically applicable to other taxes by cross-
reference, (as shown in Figure 3-5) Section 6331 applies to
those taxes even though they are not mentioned. This
cannot be said for income taxes, since no similar cross
reference appears in Subtitle A! So who and what are the
only persons and taxes to which Section 6331 can apply?
Well the first line in that section tells you. Section 6331 only
applies to “any person /iable to pay any tax (who) neglects or
refuses to pay the same within 10 days after notice and
demand...” So, this section can’t apply to income taxes for
rwo reasons. One, because no one can be “liable”” for that
kind of tax, and two, because no one allegedly liable for such
atax, is eversenta “notice and demand” as required by that
section!

THE MISSING “NOTICE AND DEMAND”

Figure 7-2 reveals IRS Form 17A, a document that few
Americans have ever seen, though its use is mandated by no
less than seven Internal Revenue Code Sections—6155(a),
6156(d), 6213(c), 6215(a), 6303 (Figure 4-3), 6321, 6861(a)
and (f) in addition to Section 6331. Form 17A is extremely
important, since the IRS is barred by Section 6331 from
seizing any property unless it first sends one out. And since,
as I have already stated, the IRS rarely sends them out in
connection with income taxes, it is additionally barred by
this provision of Section 6331 from seizing any property in
connection with income taxes!

It stands to reason that before the government can seize
any property in connection with a tax allegedly due, it must
first make a formal, unequivocal, and lawful demand for its
payment—and Form 17A is the statutory notice specifically
designed and authorized to do that. Now the reason this
form is rarely used in connection with income taxes, is that
since such a tax cannot be legally “owed’’, how can it be
legally “demanded”? As the Supreme Court said in Florav.
United States, supra, our income tax system is based upon
“voluntary’’ assessment and payment, not upon distraint.’’
Therefore, no ‘“demand’’ for such a tax can be legally made,

nor seizures threatened for non-voluntary payment.
However there is another reason why it is rarely used. By not
making a lawful demand on the proper statutory notice, the
government is able to extort billions in fictitious
interest penalties in addition to the taxes
fraudulently extorted!

A Bogus Demand

In order to fool the public that valid “‘demands’’ pursuant
to Sections 6303 and 6331 have been made, the government
sends out the bogus ‘“notices” shown in Figure 5-5,
captioned “Statement of Tax Due On Federal Tax Return.”
These are actually statements designed to be used in
connection with Code Section 6014 (Figure 7-3). That

.section authorizes the Secretary, in certain cases, to

FIGURE 7-3

% 6014, Income tax return—tax not computed by tax-
payer

(a) Election by taxpayer

An individual who does not itemize his deduc-
tions and who is not described in section
6012(a)(1 X C)(1), whose gross income is less than
$10,000 and includes no income other than re-
muneration for services performed by him as
an employee, dividends or interest, and whose
gross income other than wages, as defined in
section 3401(a), does not exceed $100, shall at
his election not be required to show on the
return the tax imposed by section 1. Such elec-
tion shall be made by using the form prescribed
for purposes of this section. In such case the
tax shall be computed by the Secretary who
shall mail to the taxpayer a notice stating the
amount determined as payable:

(b) Regulations

The Secretary shall prescribe regulations for
carrying out this section, and such regulations

may provide for the application of the rules of
this section—

(1) to cases where the gross income includes
items other than those enumerated by sub-
section (a),

(2) to cases where the gross income from
sources other than wages on which the tax
has been withheld at the source is more than
$100,

(3) to cases where the gross income is
$10,000 or more, or

(4) to cases where the taxpayer itemizes his
deductions or where the taxpayer claims a re-
duced standard deduction by reason .of sec-
tion 63(c)X(5).

Such regulations shall provide for the applica-
tion of this section in the case of husband and
wife, including provisions determining when a
joint return under this section may be permit-
ted or required, whether the liability shall be
joint and several, and whether one spouse may
make return under this section and the other
without regard to this section.
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compute an individual’s tax when the Secretary is requested to
do so by the taxpayer. As you can see, Section 6014 provides
that “the Secretary...shall mail to the taxpayer a notice
stating the amount determined as payable.” Instead of
sending out the legally constituted “notice and demand”
that the IRS is required to do, according to Section 6331 and
6303, it has been fraudulently sending out, in 1rs place, the
statement designed to meet the requirements of Section
6014! Understanding this will enable you to see through the
language contained in the bogus statements which the
government has been using, as compared to the language
contained and required in the legitimate, statutory notice.

The taxes shown on the bogus “Statements” sent to me,
only refer to an alleged “Tax Due,” which, presumably, I
might have shown on the “Tax Returns” I didn’t file,
and/or which, I might have asked the government to
compute for me based upon information 1 might have
supplied, but didn’t! If I had done the above, the Secretary
(pursuant to Section 6014) would have sent me those
statements, indicating the amounts “I should” pay if I
believed (incorrectly!) that 1 owed the taxes for the years
shown!

The reason that the government can get away with this
outrageous subterfuge is that the language of both forms is
similiar enough so the public can’t tell the difference—
especially when it is totally unaware of both the existence
and purpose of either form! But an examination of both
forms will reveal their significant differences, and, in
addition, will reveal how the government is able to use the
bogus forms (unlike the legitimate ones) to extract
additional billions in non-existent interest penalties!
As you can see, Form 17A is entitled ““Statement of Income
Tax Due,” which unequivocally notifies the recipient that
the amount indicated is *‘due and owing.” The bogus
statement claims that the amount shown is only a
“Statement of Tax Due On Federal Tax Return.”” The
difference should be obvious. The second form merely
informs individuals of the amount that they could have
shown on the “Federal Tax Return,” that they asked the
Secretary to calculate for them. This does not mean that this
amount is actually “due and owing’ or that it is being
“demanded.” If this distinction escapes you, then just
recognize that Form 17A does not even lend itself to such
confusion!

As previously explained, a Form 17A informs the
recipient that an income tax is ““due.” The bogus form does
not! The bogus form merely informs recipients of the “Tax
Due” on the returns they apparently wanted 1o send in. So
the amounts shown on both forms are hardly the same, and,
obviously, the IRS had no authority to send me the forms it
did. Since I had never made a Section 6014 request!

In addition Form 17A clearly refers to itself as a ““bill.”
This bill,...” it states, is “for the amount shown as ‘Balance
Due’.”” Now everybody knows what a billis. When you geta
bill, you’re supposed 1o pay it. However the “Statemnent of
Tax Due On Federal Tax Return” does not claim to be a
bill—so why should anybody think he or she is required to
pay it? Form 17A specifically calls the recipient’s attention
to the fact that “The law also reguires that interest at 6
percent” will be added “‘unless this amount is paid within 10
days from the date of this notice.” So Form 17A uses
threatening legal language to back up its demand. Such
language is entirely absent in the bogus form! But most
important, in employing that language, Form 17A informs
recipients that not only are they “required” by law to pay
the “bill,” but if not, interest will be added! You will notice
that not only does no such mandatory language appear in the
“Statements” sent me on April 5th—but $52,071.23 in
interest charges had already been added! So now you
see why the government never uses valid notices and
demands. It couldn’t bilk the public out of bogus interest
penalties if it did! The statutory notice states that, unless the
bill is paid, interest will be added. By using bogus notices,
the government is able to include bogus interest penalties
(from the date tax returns are allegedly due) in its
bogus “bills™!!

NOW IS ANYONE PREPARED TO ARGUE THAT
THOSE RESPONSIBLE FOR SENDING OUT
THESE BOGUS AND EXTORTIONARY
“NOTICES* (AND THOSE WHO ENFORCE THEM)
SHOULD NOT BE TRIED AND JAILED AS
COMMON THIEVES AND CRIMINALS?

It is clear that Form 17A is the official notice designed to
meet the requirements of the eight Code sections previously
listed, and it is also clear that the requirement that it be sent
out prior to levy is disregarded by the IRS and ignored by
federal courts.2 However, on certain occasions in the past,
the IRS apparently made the mistake of sending some out.
For example, the one shown in Figure 7-2 was reproduced
as it appeared in United States v. Lehigh, 201 F. Supp. 224.
It was identified in that decision as being the statutory
“Statement of Income Tax Due.” In another decision,
United Statesv. Pavenick, 197 F. Supp. 257 (1961), the court
stated:

Therefore, upon proof of demand, the Government
lien arises at the time of assessment by the.collector.
§3670, 3671, L.R.C. 1939. However, the evidence
presently before me does not suffice to establish the
Government’s asserted lien because proof of its
demand for payment of the amounts assessed has not
been furnished. The mailing of Form 17, Statement of
Taxes Due (First Notice and Demand) [emphasis (but
not parentheses) added.]
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Here the court correctly points out that a taxpayer must
receive two demand notices before the government can seek
to seize his property. The “First Notice and Demand” is the
Form 17 which must be sent pursuant to Code Sections
6303(a) (Figure 4-3) and 6331(a), and the Second Notice is
the Secretary’s notification ““in writing of his intention to
make such levy,” as provided in 6331(d). The IRS’ FINAL
NOTICE as shown in Figure 5-6 is that “Second” Notice.
However, the IRS never even sends out the required
first notice!

TREASURY DECISION 1995

If there is any doubt that Form 17 is the specific
government document designed to meet the requirements
of Code Section 6303 and 6331 (and those other six Code
sectons), then Figure 74 should dispel that doubt. Figure
74 contains Treasury Decision 1995 entitled ““Assessed
Taxes—Notice and Demand, Form 17.” This Treasury
Decision specifically provides and requires the Service to
send out a Form 17 “before the delinquent taxpayer

FIGURE 74

INTERNAL REVENUE.

(T. D. 1995.)
Assessed taxes— Notice and demand, Form 17.

Notice of and demand for assessed taxes to be issued promptly to secure tax lien,
penalty, and interest in case of nonpayment.

TREASURY DEPARTMENT,
OrFICE OoF COMMISSIONER OF INTERNAL REVENUE,
Washington, D. C., June 12, 1914.
To collectors of internal revenue:

It appears that certain collectors hold that notice of assessment
and demand, Form 17, is not necessary to crcate a liability to 5 per
cent penalty and interest at 1 per cent per month in the case of in-
come tax remaining unpaid after June 30 or other due date. This
view a3 to the requirements of the law is clearly wrong and contrary
to the instructions (art. 197, Regs., 33) issued on the subject.

The necessity of issuing Form 17 is twofold —first, to determine the

date when 5 per cent penalty accrues and interest at 1 per cent per

month begins to run, and, second, to_complete the Government's

lien on property belonging to the taxpayer.

In special excise and income-tax assessmonts a notice on Form 647
is required to be given in all cases where the required return is filed
in due time. This, however, is simply a preliminary notice of assess-
ment, to be followed, in case of nonpayment, by a formal notice and
demand which the law clearly contemplates and which the courts
hold to be necessary belore the delinquent taxpaver becomes charge-

able with penalty and interest.

In all cases, therefore, where an assessed tax remains unpaid after

it becomes due a notice on Form 17 should be at once issued. to be

required by law.

pending.

followed, when necessary, by Forms 21 and 69, in their order. The
fact that a claim for abatement is pending or the tax is in litigation
does not relieve the collector from issuing the notices, demands, etc.,

A misunderstanding on the part of certain collectors as to these

requirements has occasioned a considerable loss to the Government
of penalty and interest, especially where claims for abatement were

Commissioner of Internal Revenue.

W. H. OsBORN,
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becomes chargeable with penalties andinterest.” Since, to
my knowledge, this Treasury Decision has never been
rescinded, revoked, nor overruled by the Treasury
Department, it is binding on the IRS and must be
obeyed.

IF YOU DIDN’T GET
A FORM 17, WHAT THEN?

It is clear that, by law, the government is required to send
individuals a Form 17 before it can levy any property
pursuant to Section 6331. This is known as a “condition
precedent,” and the seizure of any property without this
“condition precedent” having been met, automatically
invalidates the seizure and entitles all such parties to a
return of all property and cash seized (plus interest). There
is ample case law to support this. See United States v. Coson,
286 F.2d 453 (9th Cir. 1961); Bauer v. Foley, 404 F.2d 1215
(2d Cir. 1968); on rehearing; 408 F2d; 1331 (2d Cir. 1969);
L.O.C. Indus. Inc. v. United States, 423 F. Supp. 265 (M.D.
Tenn. 1976); Mrizek v. Long, 176 F. Supp. 830 (N.D. Il
1959); Shapiro v. Sec. of State, 499 F2d, 527, 531 N.12
(D.C. Cir. 1974) aff’d 424 U.S. 614 (1976). and re Baltimore
Pearl Hominy Co., 5 F2d 553, in which the Fifth Circuit held
that “The purpose of requiring a demand as a condition
precedent to the tax becoming a lien is protection of the
taxpayer.”

In Coson, supra, the court said:

No notice or demand concerning these taxes had been
given to or served upon Coson. This procedural pre-
requisite to the securing of a Government lien for such
taxes is made plain by the statute...The procedure for
making such demand is set forth in §6303(a).

It will be noted that our decision here is based upon
our holding that the Government’s lien was irregular,
insufficient and valueless from a procedural stand-
point for failure 70 serve the statutory notice and demand
in connection therewith and for failure to comply with
required procedures. [emphasis added.]

In affirming a lower court’s action in removing a
government tax lien, the Coson court clearly stated that “the
lack of proper notice or demand was fatal to the acquisition
of the Government’s lien against Coson.”

In Bauer, supra, the court invalidated a government lien
when proper notice and demand was not given despite the
government’s claim that the court shouid uphold its “long
standing administrative practice” of not doing so. The court
said:

The Government’s principal objection to the court’s

holding concerns that portion of the opinion which
says that §6303(a) requires that the assessment notice
be given “to each person liable for the unpaid tax,
stating the amount and demanding payment thereof™
and that the consequences of failing to give such
separate notice is that it invalidates the lien
subsequently filed. The government asserts that such
an application of §6303(a) would be contrary to the
customary practices of the Internal Revenue Service
allowed for many years, and if it were compelled to
change its collection methods to comply with this
court’s holding, the result would be nothing short of
devastating to the present procedures...

The Government is particularly troubled about what
we said about the notice of assessment and demand for
payment and cites authorities to support its
contention that a long standing administrative
practice in dealing with a statutory provision is of
considerable importance and should be upheld. These
authorities, however, were considering statutory
provisions capable of different interpretations.
Section 6303(a) is not such a statute. Its language is
perfectly clear: “* * * the Secretary shall * * * give
notice to each person liable for the unpaid tax * * *,” it
goes on to specify how the notice shall be given. But it
clearly provides for a notice separately addressed or
directed to each person liable for the tax.

It should be noted that it was the government’s position
(but here rejected by the court) that if it had to ““comply with
the court’s holding,” which was that it obey the law, that such
a requirement would be ‘“devastating” to its collection
procedures!

In Shapiro v. Secretary of State, supra, the court held (on
page 531) that:

It should be noted that Section 6331(a) requires that
the Commissioner provide a taxpayer prior notice of
the demand for payment. The power to levy is
inoperative until the subsequent ““failure or refusal’ of
the taxpayer to pay the required amount.

In the present case there are allegations that the
Commissioner failed to provide the taxpayer the
required notice prior to serving ‘‘Notices of Levy’’ on the
taxpayer’s New York banks. If so, then the
Commissioner may well have violated Shapiro’s right
to due process. [emphasis added.]

Thus the courts have ruled that the taking of property
pursuant to Section 6331 without first sending out the
statutory notice and demand for payment, violates one’s
constitutional right to due process of law!
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1 wish to specifically point out, however, that in this
decision, as in all of the others cited, there were peculiar
circumstances which led the courts to rule as they did. In
Bauer, for example, the issue was whether the notice to one
partner was notice to all partners and roughly the same issue
was present in the Coson case. In Shapiro, the issue involved
a jeopardy assessment in which the IRS failed to send out
even its bogus notice. However, the basic legal principle laid
down in all of these court decisions must apply in all cases
where the IRS fails to send out the requisite statutory
notice and demand (Form 17) prior to seizure; though
one can not help but feel that if this were the only issue
presented in all of the above cases, these same courts might
well have dismissed all such claims as *“‘frivolous.”

Be that as it may, the principle laid down in these
decisions stands and, I submit, can be utilized in those
situations where the IRS has seized property without first
sending out the statutory notice and demand, i.e. Form 17.
If this happened to you, then you are in a position to sue the
government for funds illegally deprived. (Chapter 10)

A PUBLIC BEREFT
OF LEGAL PROTECTION

A simple analysis of Section 6331 and how the federal
government perverted it, not only reveals the government’s
criminal character (and that of its courts) but also reveals the
total unreliability of the nation’s legal establishment in
letting the government get away with it. While only devoting
the last hour or so to this book, you now know—as surely as
you know your own name-that those two million salary
seizures, to which Senator Pryor referred, were all illegal
on at least zzwo fundamental grounds! If you could learn that
much in only an hour or so of light reading, doesn’t it make
you wonder what our lawyers read? As long as I have raised
that question, let me address it.

TAX SERVICES—
PLAYING AN IMPORTANT ROLE

Apart from the crucialrole played by a duplicitous federal
judiciary, the next most importantelement in explaining the
government’s fantastic success in pulling off its outrageous
income tax scam, has been the vital role played by the
nation’s influential tax services and law book publishers.
Lawyers, tax preparers, and the public are misled
(misinformed) by a multi-million, if not a milti-billion,
dollar publishing industry. One need only visit any law
library and see the walls of books devoted to nothing else but
income taxes, to appreciate the vast amount of money that
private publishers reap from the income tax. If the public
currently understood the correct nature of this tax, these
same shelves would be bare and law libraries a whole lot
smaller. So it is obvious that publishers of income tax

literature have a substantial, vested stake (right along with
the government) in keeping the public in the dark about the
true (voluntary) nature of the income tax.

In checking the nation’s tax services, I found absolutely
no mention of Form 17 or 17A in either of the tax services
published by Prentice Hall or the Commerce Clearing
House—two of the nation’s leading services. I checked out
tax services across the country and found only one reference
to Form 17.3 That reference was in the most prestigious and
authoritative service of all. Mertens Law of Federal Income
Taxes, published by Callaghan & Company of Wilmette,
Illinois. However, even the one lone reference I found inthe
17 volume set of Mertens, was obliquely made and unneces-
sarily misleading—which I believe was intentional. The
Mertens reference is contained in Mertens, Vol. 9, Sect.
49.187 and is as follows:

There is no requirement in the Code that an assess-
ment is incomplete until the sending of a notice of
assessment to the taxpayer by means of Form 17, or
otherwise. Nor does the code require that the Form be
sent by registered mail, where notice is sent by mail.

At least Mertens mentions the Form. However, it doesn’t
say that it is required to be sent out prior to levy—only that it
does not have to be sent out “registered”!

Let me illustrate how misleading the Mertens reference is.
When I first read it I assumed that what it said was that a
Form 17 did not have to be sent out at all. Since Mertens
apparently cited Filipini v. United States, 200 F. Supp. 286,
as its apparent authority for this claim, I decided to check
that case out to see how that court could have reached such a
conclusion. When I read that case, I discovered that the
court mentioned Form 17 no less than eight times and
never for a moment suggested that it did not have to be sent
out. In fact the court said:

Although the statute requires that the statutory
notice of deficiency be sent by registered mail, see
Section 272(a) there is no such requirement as to
Form 17.

The section which reguires that notice of an assess-
ment and demand for tax shall be given a taxpayer is
Section 6303(a) of the 1954 I.R.C. (made applicable to
the 1939 I.R.C. by Section 7851(a)(6)(B) of the 1954
I.R.C. This section allows such notice either to be left
at the dwelling place of the taxpayer or his usual place
of business, or to be mailed to him at his last known
address. Such a decision does nor, however, specify that
the Form 17 be sent by registered mail, where notice is
sent by mail, nor are we aware of any other section or
any regulation which imposes such a mailing
requirement. (emphasis added.)
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There can be no question that Filippini stands for the
proposition that Section 6331(a) “requires” that a Form 17
be sent out. Therefore my impression after reading Filippini
was that Mertens had deliberately misrepresented that
decision. However when I reread Mertens, I discovered that
I had read the entry incorrectly and that Mertens had
correctly reported what Filippini held, which was only that
the Form 17 did not have to be sent out by registered mail—
not that it was not “‘required’’ to be sent out! What Mertens
should have said, if it wanted to correctly inform its readers
regarding the mandatory sending of a Form 17, would have
been as follows:

Prior to any levy being made, the Service has to send
out a notice and demand, Form 17. However, this
notice, unlike a deficiency notice, does not have to be
sent out by registered mail—it need only be sent to the
taxpayer’s last known address.

If T received the wrong impression from the Mertens’
entry (that a Form 17 did not have to be sent at all), others,
I’m sure, also got the same wrong impression, and there was
no reason for it. But a careful reading of the Mertens will
reveal, without question, that this prestigious service
deliberately set out to mislead the public concerning the
necessity of a notice and demand ingeneraland a Form 17 in
particular.

Apart from the misleading reference noted above,
Mertens states that ‘“There is no requirement in the Code
that an assessment is incomplete until the sending of a notice
of assessment to the taxpayer by means of Form 17.” Here
Mertens makes an entirely irrelevant observation. Of course,
there is nothing in the Code that an ‘‘assessment is
incomplete” without a Form 17 because that Form has
nothing to do with the assessment! (which is covered in
Code Sections 6201 and 6203). It relates to the requirement
contained in Section 6303 that after an assessment is made it
must be communicated to the taxpayer and demanded of
him before any summary seizure (pursuant to Section 6331)
can take place. So Mertens is able to infer (without actually
making a false statement) that since a Form 17 is not
“required” to complete an assessment (pursuant to Section
6201 and 6203)—it apparently is not required by
Sections 6303 and 6331 either! Such an inference is false
and, I suggest, deliberate, since it is in character with the
entire entry. In the same vein, Merrens makes a misleading
(though, again, cleverly not false) inference in claiming that
“There is no requirement in the Code...”” with respect to a
“Form 17.” Well the Code doesn’t identify any other tax
form either, including a 1040! So why should Mertens have
made such an observation with respect to a “Form 17,” if
not to again mislead readers with another irrelevant
observation? But what I wouldiask Mertens is, if there is no
requirement in the law or regulations with respect to a Form

\
l

17, then why was it created and why did Mertens feel
compelled to mention it at all?

Despite its tangential nature, this entry in the definitive
Mertens Tax Service (and its source in Filippins) confirms
and clearly establishes that a Form 17 must be sent by the
IRS prior to its being able to exercise any of its alleged
levying powers—albeit, not registered!

However, I could not find even one reference to Form 17
in any of Mertens explanations of the seven other Code
Sections to which it also obviously applies.

In addition, all three of these aforementioned influential
tax services contain indices supposedly listing all IRS tax
forms. They are listed two ways; by form number and
alphabetically by subject. Yet in none of these six indices is
either a Form 17 or a “notice and demand” listed. Doesn’t
that strike you as a little odd?

Another example that demonstrates how tax practitioners
and students of law, as well as the public, are misled by law
book authors and publishers is shown by the entry in IRS
Pracrice and Procedure, a highly regarded and quoted work
by Long Island University Law Professor Michael
Saltzman. In discussing the nature of a ‘“Demand, once the
formal act of assessment takes place,” Professor Saltzman
quotes Code Section 6303 almost in its entirety and then
goes on to state:

Although there is an explicit statutory requirement
that a taxpayer receive notice of the assessment and
demand for payment of the amount assessed, a
demand need not be formal—that is, by way of official
government form.

As his authority for that statement, Professor Saltzman
cites (by way of a footnote) seven court decisions. It is
conceivable that Professor Saltzman is himself unfamiliar
with Form 17, Treasury Decision 1995, the sole Mertens
entry, and all of the cases that I cited in which Form 17 is
identified as the statutory notice and demand. However,
what is inconceivable is that the professor should
uncritically (and without comment) accept court decisions
that obviously contradict both the sense and language of the
law and even offend common sense! His willingness to do this
demonstrates that America, despite the popular belief to the
contrary, is really a society of men, not law. As Professor
Saltzman demonstrates—it is not what a law clearly says,
that counts, but what men (lawyers in black robes) c/aim the
law says!

No less than eight Code sections specifically call for a
“notice and demand,” and even Professor Saltzman grants
in the very same sentence in which he claims that a demand
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“need not be formal—that is, by way of official government
form,” that there is an “explicit statutory demand for
payment of the amount assessed.”” Given such an admitted
“explicit statutory requirement,” is it conceivable that no
official form exists or was ever created to meet that
“explicit statutory requirement”? Is it conceivable as
Professor Saltzman would have us believe, that a notice and
demand required by no less than eight Code sections could be
informally (and lawfully) scribbled out in pencil and sent
out on a piece of Kleenex? But if a notice need not be sent,
“by way of official government form”, why not on a piece of
Kleenex? Instead of pointing out how nonsensical such a
claim must be, Professor Saltzman reports such absurd
opinion (albeit judicial) as being ““the law”’!

WHAT IS AN IRS “LEVY” ANYWAY?

When 1 first read Section 6331 (as a result of being
threatened with having my assets seized pursuant to that
section, as stated in my FINAL NOTICE) I was totally ata
loss to understand it. My understanding of American justice
and an American’s right to “due process’ (theoretical as it
turned out) did not square with what I initially thought I
read in that section. On what basis, for example, could our
government legally seize property “by any means” as
provided in the first line of paragraph 6331(b). Did this
mean, even by ‘“‘illegal means”? That wording certainly
seemed to suggest so. But how could that be, if the
Constitution was still in force? After analyzing that section
further, I discovered that the IRS’ vaunted levy power was
largely a myth—a legal optical illusion! This I discovered
without even knowing any of the material that I have so far
covered in this chapter!

Such broad seizure powers could not be constitutional
(which is why Section 6331 doesn’t provide for them)—
given the superior authority of the Fifth Amendment with
which such a comprehensive summary procedure would
obviously clash. After I was sure of my conclusion I called
several lawyers to find out what they knew about IRS levies.
They all (incorrectly) believed that it was somehow related
to a court order (but they were not quite sure exactly how),
and they all believed it was perfectly legal (one’s constitu-
tional right to due process not withstanding) but they didn’t
exactly know why. “By law, the IRS can seize property
(including wages and bank deposits) without a hearing or
court order” I was told. ““But what about the Fifth Amend-
ment and due process?”” I would ask. <“Well, for some reason
that doesn’t apply to taxes,” would be the answer. “But the
Fifth Amendment doesn’t say that the government can seize
property without due process excepr for taxes, does it?” 1
would question. ‘“Well that’s the way the courts have
interpreted it, so that’s the way it is,” I would be told. The
point is, not one lawyer I spoke to really understood what an
IRS levy was or why it could be lawful, given the due

process clause of the Constitution!
SEIZURE BY ANY MEANS

I had automatically assumed (as did everybody else that I
spoke with) that a “levy” is a noun, but it is not; it is really a
verb. All the Internal Revenue Code says about it (see
subsection b) is that it “includes the power of distraint and
seizure by any means.” But what else does it “include’’?
Nowhere in the Code does it say! So we can only conclude
that the term “levy” only “includes” (i.e. means) the power
to “seize” and nothing more; since nowhere in the Code is
any other meaning given to it. But since this term includes
*“the power of distraint” it cannot apply to income taxes
since the Supreme Court ruled (as you already know) in
Flora v. United States, supra, that the payment of income
taxes is voluntary and cannot be based ‘‘upon distraint.” So,
based upon Flora alone, that “‘term” and procedure cannot
apply to income taxes! What could be plainer or simpler
than that?

But there are other troubling questions about this
procedure. Just who decides that a citizen’s property can be
confiscated pursuant to thar section? And are such persons
legally delegated to make such a determination? And if so,
how would anyone know this? And how does one get to see
the documents delegating that authority to the person or
persons allegedly making that determination?

You will note from Figures 7-5 and 7-6 thata Levy and a
Notice of Levy are only signed by one lone revenue officer—
who 12 months previous might have been employed
pumping gas—and who could be back pumping gas one
week after signing your Notice of Levy! The IRS can also
levy property in connection with civil fraud penalties. Who
decides that (1) civil fraud was committed, and that (2)
property can be seized to satisfy those unproven civil fraud
charges? In addition to everything else, how can one be
““liable” for unproven civil fraud charges before the IRS
meets its burden of proof as provided for in Section 7454
(Figure 7-7). On what basis then, can anyone suggest that
such a process could possibly be legal if the Constitution is
still in force? The fact that Section 6331 doesn’t even apply
to income taxes would render all such questions moot, if the

government did not disregard the law in the first place. As I
explained earlier, those who wrote the Code were careful not
to write into it anything that would conflict with the
Constitution. They simply relied on the government’s
ability to circumvent the law and the Constitution whenever
it suited its purpose—which is exactly what the government
has done in connection with Section 6331.

LEVY V. NOTICE OF LEVY

You should have already noted, based upon Figures 7-5
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FIGURE 7-5A

Excerpts from the Internal Revenue Code

AS PRINTED ON THE REVERSE
SIDE OF THE “NOTICE OF LEVY”

* k * k k k *k k** kR

SEC. 6331, LEVY AND DISTRAINT.

(b) Seizure and Sale of Property.—The term “levy" as used in this
title includes the power of distraint and seizure by any means. Except as
otherwise provided in subsection (dX3), a levy shall extend only to property
possessed and obligations existing at the time thereof. in any case in which
the Secretary may levy upon property or rights of property, he may seize and
sell such property or rights to property (whether real or personal, tangibie or
intangible).

(¢) Successive Seizures.—Whenever any property or right to pro-
perty upon which levy has been made by virtue of subsection (a) is not suffi-
cient to satisfy the claim of the United States for which levy is made, the
Secretary may, thereafter, and as often as may be neccessary, proceed to
levy in like manner upon any other property liabie to levy of the person
against whom such claim exists, until the amount due from him, together
with all expenses, is tully paid.

(d) Salary and Wages.—
(3) Continuing levy on salary and wages.—

(A) Etfect of levy.—The effect of a levy on salary or wages
payable to or received by a taxpayer shal! be continuous from the date such
levy is first made until the tiability out of which such levy arose is satisfied
or becomes ynenforceable by reason of lapse of time,

(B) Release and notice of release.—With respect to a levy
described in subparagraph (A), the Secretary shall promptly release the levy
when the liability out of which such levy arose is satisfied or becomes unen-
forceable by reason of lapse of time, and shall promptly notify the person
upon whom such levy was made that such levy has been released.

SEC. 8332, SURRENDER OF PROPERTY SUBJECT TO LEVY,

(a) Requirement.—Except as otherwise provided in subsection (b),
any person in possession of (or obtigated with respect to) property rights
to property subject ot levy upon which a levy has been made shall, upon de-
mand of the Secretary, surrender such property or rights (or discharge such
obligation) to the Secretary, except such part of the property or rights as is,
at the time of such demand, subject to an attachment or execution under
any judicial process.

{b) Special Rule for Life Insurance and Endowment Contracts.

(1) In general.—A levy is an organization with respect to lite in-
surance or endowment contract issued by such organization shall, without
necessity for the surrender of the contract document, constitute a demand
by the Secretary for payment of the amount described in paragraph (2) and
the exercise of the right of the person against whom the tax is assessed to
the advance of such amount. Such organization shall pay over such amount
90 days after service of notice of levy. Such notice shall include a certifica-
tion by the Secretary that a copy of such notice has been mailed to the per-
son against whom the tax is assessed at his last known address.

(2) Satisfaction of levy.~Such levy shall be deemed to be
satisfied if such organization pays over to the Secretary the amount which
the person against whom the tax is assessed could have had advanced to
him by such organization on the date prescribed in paragraph (1) for the
satistaction of such levy, increased by the amount of any advance (in-
cluding contractual interest thereon) made to such person on or after the
date such organization had actual notice or knowledge (within the meaning
of section 6323 (i){1)) of the existence of the lien with respect to which such
levy is made, other than an advance (including contractual interest thereon)
made automatically to maintain such contract in force under an agreement
entered into before such organization had such notice or knowledge.

(3) Enforcement proceedings.—The satisfaction of a ievy under
paragraph (2) shall be without prejudice to any civil action for the enforce-
ment of any lien imposed by this title with respect to such contract.

(c) Enforcement of Levy.
(1) Extent of personal liability.—Any pergon who fails ot refuses
r any pr i i

such levy has been made, together with ¢osts and interest on such sum at
40 annual rate established under section 8621 from the date of sych levy (or,

h e of a levy described in section 6331 (dX3), from the date such per-
son would otherwise have been obligated to pay over such amounts to the
tax%gieq. Any amount (other than costs) recovered under this paragrap
shall be credited against the tax liability for the collection of which such
levy was made.

(2) Penalty for violation.—In addition to the personal liability im-
posed by paragraph (1), if any person required to surrender property or rights
to property fails or refuses to surrender such property or rights to property
without reasonable cause, such person shall be liable for a penalty equal to
50 percent of the amount recoverable under paragraph (1). No part of such
penalty shall be credited against the tax liability for the cotflection of which
such levy was made.

(d) Effect of Honoring Levy.—Any person in possession of (or
obligated with respect to) property or rights to property subject to levy upon
which a levy has been made who, upon demand by the Secretary, surrenders
such property or rights to property (or discharges such obligation) to the
Secretary (or who pays a liability under subsection {¢X1)) shall be dis-
charged from any obligation or liability to the delinquent taxpayer with

respect to such property or rights to property arising from such surrender or
payment. In the case of a levy which is satisfied pursuant to subsection (b),
such organization shall also be discharged from any obligation or liability to
any beneficiary arising from such surrender or payment.

SEC. 8333. PRODUCTION OF BOOKS.

It a levy has been made or is about to be made on any property, or
right to property, any person having custody or control of any books or
records, containing evidence or statements relating to the property or right
to property subject to levy, shall, upon demand of the Secretary, exhibit
such books or records to the Secretary.

SEC. 8334, PROPERTY EXEMPT FROM LEVY.
(@) Erumeration.—There shall be exempt from levy —

(1) Wearing apparel and school books.—Such items of wearing
apparel and such school books as are necessary for the taxpayer or for
members of his family;

(2) Fuel, provisions, furniture, and personal effects.—If the tax-
payer is the head of a family, so much of the fuel, provisions, furniture, and
personal effects in his household, and of the arms for personal use,
livestock, and poultry of the taxpayer, as does not exceed $500 in value;

(3) Books and tools of a trade, business or profession.—So many
of the books and tools necessary for the trade, business, or profession of
the taxpayer as do not exceed in the aggregate $250 in value.

(4) Unemployment benefits.—Any amount payable to an in-
dividual with respect to his unemployment (including any portion thersof
payabie with respect to dependents) under an unemployment compensation
law of the United States, of any State, or of the District of Columbia or of the
Commonwealth ot Puertos Rico.

{5) Undelivered mail.—Mail, addressed to any person, which has
not been delivered to the addressee.

(6) Certain annuity and pension payments.—Annuity or pension
payments under the Railroad Retirement Act, benefits under the Railroad
Unemployment insurance act, special pension payments received by a per-
son whose name has been entered on the Army, Navy, Air Force, and Coast
Guard Medal of Honor roll (38 U.S.C. 562), and annuities based on retired or
retainer pay under chapter 73 of title 10 of the United States Code.

(7) Workmen's compensation.—Any amount payable to an in-
dividual as workmen’s compensation (including any portion thereof payable
with respect to dependents) under a workmen’s compensation law of the
United States, any State, the District of Columbia, or the Commonwealth of
Puerto Rico.

(8) Judgements for support of minor children.-~1f the taxpayer is
required by judgment of a court of competent jurisdiction, entered prior to
the date of ievy, to contribute to the support of his minor children, so much
of his salary, wages, or other income as is necessary to comply with such
judgment.

(9) Minimum Exemption for Wages, Salary, and Other
Income.—Any amount payable to or received by an individual as wages or
salary for personal services, or as income derived from other sources, dur-
ing any period, to the extent that the total of such amounts payable to or
received by him during such period does not exceed the applicable exempt
amount determined under subsection (d).

SEC. 8343. AUTHORITY TO RELEASE LEVY AND RETURN PROPERTY.

{b) Return of Property.—If the Secretary determines that property
has been wrongfully levied upon, it shall be lawful for the Secretary to
return—

(1) the specific property levied upon,

(2) an amount of money equal to the amount of money levied
upon, or

(3) an amount of money equal to the amount of money received
by the United States from a sale of such property.

Property may be returned at any time. An amount equal to the amount of
money levied upon or received from such sale may be returned at any time
before the expiration of 9 months from the date of such levy. For purposes
of paragraph (3), if property is declared purchased by the United States at a
sale pursuant to section 6335(e) (relating to manner and conditions of sale),
the United States shali be treated as having received an amount of money
equal to the minimum price determined pursuant to such section or (if
larger) the amount received by the United States from the resale of such
property.

* % % % %* * % * * * * *

Applicabie Secti of internal R Code

6321. LIEN FOR TAXES.

6322. PERIOD OF LIEN.

6325. RELEASE OF LIEN OR DISCHARGE OF PROPERTY.

6331. LEVY AND DISTRAINT.

6332. SURRENDER OF PROPERTY SUBJECT TO LEVY.

6333. PRODUCTION OF BOOKS.

8334. PROPERTY EXEMPT FROM LEVY.

6343. AUTHORITY TO RELEASE LEVY AND RETURN PROPERTY.
7428. CIVIL ACTIONS BY PERSONS OTHER THAN TAXPAYERS.

For additional information concerning this notice, please contact the per-
son whose signature appears above the taxpayer Identitying number.
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FIGURE 7-6A

AS PRINTED ON THE REVERSE

SIDE OF THE LEVY

Applicable Sections Under The Internal Revenue Code

Sec.6321. Lien for Taxes

Sec. 6322. Period of Lien

Sec.6323. Validity and Priority Against Certain Persons

Sec. 6324. Sgecial leins for Estate and Gift Taxes

Sec. 6325. Release of Lien or Discharge of Property

Sec.6331. Levy and Distraint

Sec. 6332. Surrender of Property Subject to Levy

Sec. 6334. Property Exempt from Levy

Sec. 6335. Sale of Seized Property

Sec. 6339. Legal Effect of Certificate of Sale of Personal Pruperty
and Deed of Real Property

Sec. 6343. Authority to Release Levy and Return Property

Sec. 6331 Levy and Distraint

{a) Authority of Secretary. — If any person liable to pay any tax
neglects or refuses to pay the same within 10 day's:-a-ft'e-r notice and de-
mand, it shalt be lawful for the Secretary to coltect such tax {and such
further sum as shall be sufficient to cover the expenses of the levy) by
levy upon all property and rights to property lexcept such property as
is exemp! under section 6334) belonginy to such person or on which
there is a lien provided in this chapter for the payment of such tax.
Levy may be made upon the accrued salary or wages of any officer,
Emplcyee, or elected official, of the United States, the District of
Columbia, or any agency or instrumentality of the United States or the
District of Columrbia, by serving a notice of i on the employer (as
defined in section 3401 (d}] of such officer, emplcyee, or elected of
ficial. If the Secretary makes a finding that the coilection of such tax is
in jeopardy, notice and demand for immediate payment of such tax
may be made by the Secretary and, upon failure or refusal to pay such
tax, collection thereaf by levy shall be lawful without regard to the
10-day period provided in this section.

(b) Seizure and Sale of Property. — The teim "levy”’ as used in this
title includes the power of distraint and seizure by any means, Except
as otherwise provided in subsection (¢} (3), a levy shall extend only to
property possessed and obiigations existing at the time thereof. in any
case in which the Secretary may levy upen property or rights to prop-
erty, he inay seize and sell such property or rights to property {whether
real or personal, tangible or intangibie).

(c} Successive Seizures. — Whenever any property or rght 1o
property upen which levy has been made by virtue of subsection {a}
is not sufficient to satisfy the claim of the United States for which levy
is made, the Secretary may, thereafter, and as often as may be neces-
sary, proceed to levy in like manner upon any other property liable to
levy of the person against whem such claim exists, until the amount
due from him, together with all expenses, is fully paid.

Sec. §332. Surrender of Property Subject to Levy.
lz)  Requirement. -~ Except as otherwise provided in subsection
{b), any person in possession of {or obligated with respect to) property
or rights to property subject to ievy upon which a levy has been made
shall upon demand of the Secretary, surrender such property or rights
(or discharge such obligation) to the Secretary, except such part of the
property or rights as is, at the time of such demand, subject to an at-
tachment or execution under any judicial process.
{¢) Enforcement of Levy, —
{1) Extent of Personal Liability. — Any person who fails or
refuses 10 surrender any property or rights tn nronerty sishiect to fevy .
upon demand by the Secretary, shall be liable in his own person and
estate to the United States in a sum aqual 1o the value of the property
or rights not so surrendered, but not exceeding the amount of taxes for
the coliection of which such levy has been made, together with costs
and interest on such sum at an annual rate established under section
6621 from the date of such levy (or, in the case of a levy described in
section 6331 (d) (3), from the date such person would otherwise have
been obligated to pay over such amounts to the taxpayer). Any amount
(other than costs) recovered under this paragraph shall be credited
against the tax lability for the cotlection of which such levy was made.
(2} Penaity for Violation. — {n addition to the personal liabil-
ity imposed by paragraph (1), if any person required to surrender
property or rights to property fails or refuses to surrender such prop-
erty or rights to property without reasonable cause, such person shall
be liable for a penalty equal to 50 percent of the amount recoverable

o

under paragraph {1}. No part of such penalty shall be credited against
the tax liability for the collection of which such levy was made.

{d) Effect of Honoring Levy. — Any person in possession of {or
obligated with respect to} property or rights to property subject to levy
upon which a levy has been made who, upon demand by the Secretary,
surrenders such property or rights to property (or discharges such ob-
ligation) to the Secretary (or who pays a liability under subsection (¢}
(1} shall be discharged from any obligation or iiability to the delinquent
taxpayer with respect to such property or rights to property arising
from such surrender or payment. in the case of a levy which is satisfied
pursuant to subsection (b}, such organization shall also be discharged
from any obligation or liability to any beneficiary arising from such
surrender or payment.

— THE MISSING PARAGRAPH —

Sec. 6334. Praperty Exempt from Levy
{a} Enumeration. — There shall be exempt from levy -

(1) Wearing Apparel and School Books. —- Such items of
n~earing apparel and such school books as are necessary for tive taxpayer
or for rmembers of his famiiy;

{2} Fuel, Provisions, Furniture, and Personal Eifects. — if
the taxpayer is the head of a family, so much of the fuel, provisions,
furniture, and persona! effects in his household, and of the arms for
personal use, livestock, and poultry of the taxpayer, as does not exceed
$1,500 in value;

{3) Books and Tools of a Trade, Business or Profession. -
So many of the books and tools necessary for the trade, business, or
profession of the taxpayer as do not exceed in the aggregate $1,000 in
value.

{4) Unemployment Benetits. — Apy amount payabie to an
individual with respect to his unemployment {inciuding any portio:n
thereof payable with respect to dependents) under an unemployment
compensation law of the !Jnited States, of any State, or of the District
of Cotumbia or of the Commonwealth of Puerto Rico.

{6) Undelivered Mail. — Mail, addressed 10 any person,
which has not been delivered to the addressee.

(6) Certain Annuity and Pension Payments, - Annuity or
pension payments under the Railroad Retirement Act, benefits under
the Railroad Unemployment insurance Act, special pension payments
received by a person whose name has been entered on the Army, Navy,
Air Force, and Ceast Guard Medal of Honer Roll {38 U.5.C. 562), and
wnnuities based on retired or retainer pay under chapter 73 of title 10
of the Linited Stares Code.

(7) Workmen's Compensation. — Any amount payable to
an individual as workmen’s compensation {inciuding any portion
thereof payable with respect to dependents) urder a workmen's com-
pensation law of the Urnited States, any State, the District of Columbia,
or the Commonwealth of Puerto Rico.

(8) Judgments tor Support of Minor Children. — I f the tax-
payer is required by judgment of a court of competent jurisdiction,
entered prior to the date of levy, to contribute to the support of his
minor children, so much of his salary, wages, or other income as is
necaseary 1n enmnly with such judgment

{9) Minimum Exemption for Wages, Salary, and other
incom2. — Any amount payabie 10 or received by sn individog! as
wages or salary for personal services, or as income derived from other
sources, during any period, to the extent that the total of such amounts
payable to or received by him during such period does not exceed the
applicable exempt amount determined under subsection (d).

Sec. 6343. Authority to Release Levy and Return Property

(a) Release of Levy. — It shall be lawful for the Secretary, under
regulations prescribed by the Secretary, to release the levy upon sll or
part of the property or rights to property levied upon where the
Secretary determines that such action will facititate the collection of
the liability, but such release shaill not operate to prevent any sub-
sequent levy.

Form 668-B (Rev. 1-83)
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and 7-6, that there are two procedures that Section 6331
authorizes which presumably allow the government to get
taxpayer property without a court order. In one procedure a
Form 668-A is used (Figure 7-5), while in the other procedure
a Form 668-B is authorized (Figure 7-6). The “Notice of
Levy,” Form 668-A, is by far the more important of the two,
since it is the one the IRS illegally uses to extort cash from
third parties such as banks, insurance companies, mutual
funds and employers in connection with employee wages.
The “levy,” Form 668-B is used when IRS revenue agents
steal physical assets (such as cars, homes, boats, etc.,—and
even cash) directly from the general public. In order for you
to appreciate the magnitude of the government’s fraudulent
use of a “Notice” of levy, you first need to know more about
what a “levy” is (as distinguished from a mere notice of one)
and how the IRS disregards the law in connection with that
procedure.

More on the Meaning of Levy

First of all, note that the term “levy” is used 24 times in
Section 6331 (Figure 7-1) while the term “notice of levy”
appears only once (note A). It is also clear that with the
exception of that lone entry, all provisions of Sections 6331,
6332, 6333, 6334, and 6343 (Figure 7-5A) deal only with the
act of “levy” (which we know can only mean ““seizure by any
means’’) and not with the mere “Notice” of one. By way of
confirmation, Figure 7-9 contains a number of excerpts
from the IRS’ Legal Reference Guide for Revenue Officers,
which specifically distinguishes between both procedures.

Paragraph 333.1 of the Guide, for example (not shown in
Figure 7-9) while first distinguishing between a ““levy”’ and
a “notice of levy,” goes on to say with respect to a “levy,”
that:

It should be borne in mind that a levy requires that
the property levied upon him be brought into legal
custody through seizure. There must be actual or
constructive physical appropriation of the property
levied upon. Mere intent to reduce to possession and
control is insufficient. (citing Freeman v. Mayer, 152
F. Supp. 383).

The Freeman v. Mayer decision referred to, has a lot of
very interesting things to say about levies. It points out, for
example, that in United States v. Stock Yards Bank of
Louzsville, Kentucky, 231 F2d 628, 630; that court made the

eye-opening observation that the Internal Revenue Code:

“does not set out any method for accomplishing a levy
upon property.”

What that statement means is that private citizens
cannot check any law to see if the IRS seized their
property (pursuant to a levy) legally or illegally! How

FIGURE 7-7

§ 7454, Burden of proof in fraud, foundation man-
ager, and transferee cases

(a) Fraud
In any pruceeding involving the issue wheth-
er the petitioner has been guilty of fraud with

intent to evade tax, the burden of proof in re-
spect of such issue shall be upon the Secretary.

(b) Foundation managers

In any proceeding involving the issue wheth-
er a foundation manager (as defined in section
4946(b)) has “knowingly” participated in an act
of self-dealing (within the meaning of section
4941), participated in an investment which
jeopardizes the carrying out of exempt pur-
poses (within the meaning of section 4944), or
agreed to the making of a taxable expenditure
(within the meaning of section 4945), or wheth-
er the trustee of a trust described in section
501(c)(21) has “knowingly” participated in an
act of self-dealing (within the meaning of sec-
tion 4951) or agreed to the making of a taxable
expenditure (within the meaning of section
4952), or whether an organization manager (as
defined in section 4955(e)(2)) ! has “knowingly”
agreed to the making of a political expenditure
(within the meaning of section 4955),,2 or
whether an organization manager (as defined in
section 4912(d)(2)) has “knowingly” agreed to
the making of disqualifying lobbying expendi-
tures within the meaning of section 4912(b),
the burden of proof in respect of such issue
shall be upon the Secretary.

does that grab you? The Freeman court immediately seeks to
mollify that condition by observing that:

The procedure of accompiishing 4 levy may be
spelled out from the reported cases. A **levy” requires
that property be brought into legal custody through
seizure, actual or constructive, levy being an absolute
appropriation in law of the property levied on, mere
notice of intent 10 levy is unsufficient. United States v.
O’Dell, 6 Cir., 1947, 106 F2d 304, 307. Accord, Inre
Holdsworth, D.C.N.J. 1953, 113F. Supp. 878, 888;
United States v. Aetna Life Ins. Co. of Hartford Conn.,
D.C. Conn. 1942, 146 F. Supp. 30,37, in which Judge
Hincks observed that he could “‘find no statute which
says that a mere notice shall constitute a ‘levy.’ There
are cases which hold that a warrant for distraint is
necessary to constitute a levy.” [emphasis added.]

The above paragraph itself proves that the IRS even
seizes property in violation of the actual levy provisions of
Section 6331 —in addition 1o disregarding those basic pro-
visions with which you are already fawilia:! Before we turn to
these additional violations, however, there is another
revelation here that should be addressed.
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FIGURE 7-8

Department of the- Treasury — Internal Revenue Service .
Form 668-A Instructions for Responding to a
(Rev. February 1981) Notice of Levy

This Notice of Levy, Form 668-A, attaches funds due the taxpayer named on it. We would appreciate

your following these instructions.
1. In the space above your name and address, please sign, date, and note the time received.

2. If you have funds due the taxpayer, please make your check or money order payable to
the Internal Revenue Service and mail it with Part 1 of this from in the enclosed envelope. Keep

Part 2 for your records and give Part 3 to the taxpayer within 2 working days.

3. If you do not have funds due this taxpayer, please so indicate on the front of this form,

fill in the information requested below, and return all copies in the enclosed envelope.

Thank you for your cooperation.

Taxpayer telephone number Present address of taxpayer, if different from below
Last date you paid funds to Amount

the taxpayer

Date next funds are due Amount Additional information which you believe may assist us

Name and address where funds are sent

{If more space is needed, continue on the back)

Name and address of Taxpeyer

M 1
IIVIN SCHIFF
60 CONNALLY PARKWAY
HAMDEN, CONNECTICUT 06518

L _

* Part & — Instructions for responding Form 668-A (Rev. 2-81)

Notice that the ““instructors’ do not even state, let alone demand, that any funds be sent to the IRS! T he government just

assumes that third parties will be sufficiently intimidated to send in the funds, even though there is nothing in the instructions
asking them to do any such thing.
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FIGURE 7-9

The IRS’s Legal Reference Guide For Revenue
Officers [MT 58 [10][0]-14) states:

332 (10-29-79) 58(10)0
Constitutional Limitations

(1) During the course of administratively collect-
ing a tax, an occasion may arise where service of a
levy or notice of levy is not adequate to seize prop-
erty of the taxpayer. However, it cannot be empha-

sized too strongly that constitutional guarantees and

individual rights must not be violated. Property
should not be forceably removed from the person of

a taxpayer. Such conduct may expose a revenue of-
ficer to an action in trespass, assault and battery,

conversion, etc. Larson v. Domestic and Foreign

Commerce Corp., 337 U.S. 682 (1949), rehearing de-
nied, 337 U.S. 682 (1949). Maule Industries v. Tomlin-
son, 224 F. 2d 897, (5th Cir. 1949). If there is reason
to suspect a failure to honor a notice of levy or an in-
terference with a levy, the matter should be referred
for proper legal action against the offending party.
Remedies available to the Government, as con-
tained in the Code and other statutes, are more than
adequate to cope with the problem.

(2) The Supreme Courtin G.M. Leasing Corp. v.
United States, 429 U.S. 336 (1977) held that war-
rantless entries into the private premises of a person
by the Internal Revenue Service for the purpose of

seizing property to satisfy a tax liability is a violation
of that person’s reasonable expectation of privacy

under the Fourth Amendment to the Constitution.

Before levies or seizures of property located on pri-#

vate premises are made, permission of the occupant
of the premises on which the seizure is to take place

must be obtained. If the occupant refuses to permit

the entry, the matter should be referred to District

Counsel so that a court order authorizing the entry+

may be obtained.

334.2 (10-26-79) 58(10)0
Final Demand

Where a notice of levy is served upon a third
party and there is no resgon%e within ten days, it is
followed by service of a Final Demand (Form 668-C).
IRC 6332(a) states that except as otherwise pro-
vided in subsection (b), (which contains a special
rule for life insurance and endownment contracts) a
person in possession of property or rights to property
upon which levy has been made shall, upon de-
mand, surrender such property. The demand is con-
tained in the Notice of Levy (Form 668-A). A Notice
of Final Demand (Form 668-C) is not required to be
served under the Code, although use of the form as
an administrative tool is generally uniform. In the
event the Final Demand is not responded to, a suit
will ordinarily be required to reach the property, «——

AMERICA:
A SOCIETY OF MEN, NOT LAW

The above observation by the Freeman court confirms a
statement I made earlier, that America is really a society of
men, not law; despite the popular Pollyanna belief to the
contrary. What the above excerpt from Freeman says is that
the only way Americans can determine whether or not their
property was legally “levied on”’ is based, not upon what any
law says, but upon “‘reported cases’’—that is, based upon
the opinions of lawyers, men who somehow managed to
ascend to the bench. I doubt if 5 percent of the 2 million
Americans who had their wages levied upon last year, know
how to even check (or would have the time to check) such
“reported cases.” So in addition to Americans being
“presumed to know the law” they are apparently also

“presumed to know ‘reported cases’.”’

Three paragraphs back I cited some “reported cases.”
You'd better learn how to locate and understand them,
since, according to Freeman that is the only way you can
know whether or not the government seized your property
legally or illegally. But...

Even Reading “Reported Cases” Won’t Help

In the paragraph immediately following the one quoted
above, District Judge Modarelli (who should be lauded for
writing this well-researched, candid and correct [he held
against the IRS] decision), the good judge states:

The Court of Appeals sustained as to the “set-off”
aspect of the case (referring to the Second Circuit’s
decision in Brust v. Starr, 237 F2d, 135), but reversed
on other aspects. On reading the appeal decision several
times, 1t is not clear on what grounds the District Court
was reversed. [emphasis added.]

So here a forthright district court judge admits to not
being able to understand an appellate court’s “reported
case”’ even though he read it “‘several times”! So how can
John Q. Public, with no legal training, be presumed to
understand “reported cases’ (even if he could find them)
when even federal judges don’t? Yet this is how the public is
supposed to determine if a levy has been lawfully made! Can
you believe it? Not to worry—it gets worse!

Even if you could find the “reported cases” and
understand them, that won’t help, because, as Judge
Modarelli points out on the next page:

The courts which have had occasion to construe the
scope of this section (as to how levies are lawfully
made) are not in agreement...
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There is conflict among the circuits as to the proper
way to assert the lien. The Fourth Circuit, disagreeing
with the Sixth and Seventh, has ruled that where the
Government has made a levy upon an indebtedness to
the taxpayer, service of notice by the Government
upon the taxpayer’s debtor is sufficient... The case
noted in opposition insist that a warrant for distraint
is necessary in addition to the notice to the debtor.
[emphasis added.]

Modarelli continues discussing how notices of levy are to
be legally implemented through four more paragraphs and
finally concludes that the more correct view (although, as
you will shortly see [and already know], both views are
incorrect) that “warrants for distraint” are required when
such assets as bank accounts, wages, commissions, etc., etc.,
are sought to be seized pursuant to a “notice” of levy.

However, what the good judge fails to see is the utter
absurdity of his protracted analysis! Since all U.S. judges
were themselves once lawyers, Modarelli apparently sees
nothing wrong with a legal analysis that is no more relevant
than how many angels can dance on the head of a pin. Inthe
final analysis, the more U.S. judges can’t agree on the law,
the more litigation this creates and the more the U.S. legal
industry can extract from the public. Of course, U.S.
lawyers and former lawyers (now judges) see nothing wrong
in this—the legal industry thrives on it.

Of course, the vast majority of Americans haven’t the
vaguest idea that such uncertainties exist in our courtrooms
especially as regards a routine issue of law. Remember, here
we are not talking about some complicated question of
constitutional law, but a simple procedure pursuant to
which the government confiscates the wages and bank
accounts of well over two million people each year—and our
judges claim they aren’t exactly sure how this is 1o be lawfully
done? How much more are they not sure of? Think about
that, the next time someone tells you that America is a
society of law and not men.

But the real reason that our “judges” seem to be having
trouble with the law is that they are trying to infuse it with
something it doesn’t have-—a legal way for the govern-
ment to acquire property from third parties without
a court order! The judiciary appears confused only
because it isn’t exactly sure what is the best illegal way for
the government to do this. If what the government was
doing was really provided by law, do you really think our
Judges would have so much rrouble figuring it out?

HOW LEVIES ARE
SUPPOSED TO BE MADE

As explained in the Freeman decision:

1. “A ‘levy’ requires that the property levied upon
be brought into legal custody through seizure.”

2. ““A levy [is] an absolute appropriation in law of
the property levied on,” and

3. “Mere notice of intent to levy is insufficient” to
constitute a levy.

This being the case one is hard pressed to understand
what a “constructive’ seizure might be as contrasted to one
which must be “actual” and as distinguished from a mere
“notice’” of “intent to levy”’? Note that Judge Hincks is
quoted as saying that he could “find no statute which says
that a mere notice shall constitute a ‘levy’.”” Note that
the Freeman court also observed that “there are cases which
hold that a warrant for distraint is necessary to constitute a
levy”’; however, there is absolutely no mention of such
warrants any place in Section 6331 (or any other Code
section for that matter). So on what lawful basis could the
courts have contrived documents and a procedure to affecta
levy which is nowhere mentioned in the Code?

A Notice of Seizure

The law (Section 6502, Figure 7-10) also provides that
“The date on which a levy...is made shall be the date on
which the notice of seizure...is given.” An example of an
IRS seizure notice is shown in Figure 7-11. Your under-
standing and awareness of this document is crucial to your
understanding of how the government has totally subverted
Section 6331. So let there be no doubt about this. Under the
law, as provided in Section 6331, there can be no levy (i.e. no
levy is made) unless a notice of seizure (pursuant to
Section 6502) is given to the person whose property
has been allegedly made subject to levy. And if a
person’s property is taken allegedly by levy but without a
notice of seizure being given, then only one of two
possibilities exist. Either:

1. Such property was not taken (or sought to be
taken) by levy, or
2. Such property was taken by levy—illegally.

An Example of a Levy

A levy pursuant to Section 6331 might be said to have
occurred in the following example. Assume that one Mr.D.
Linquent, had an income tax liability (which, as you know,
is impossible), and had also been sent a Form 17 (which, as
you know, never happens) which D. Linquent ignored.
Assume further that a Final Notice was also sent to D.
Linquent which he also ignored. Now assume that IRS
revenue officer, Greb DeMonay, knowing all of this, spots
D. Linquent’s automobile parked on a public street. Greb
now calls for a tow truck and has D. Linquent’s car towed to
a government warehouse or parking lot. He then pays D.
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Linquent a visit and hands him a Notice of Seizure which
explains that “Under the authority in Section 6331 of the
Internal Revenue code, and by virtue of a levy from the
District Director of the district shown below, I have seized
the property below for non-payment of past Internal
Revenue taxes,” the total of which is shown on that
document. The Notice of Seizure would identify the car
seized along with any other property which might have been
in the car at the time of seizure (such as cash, jewelry,
cameras, golf clubs, etc., etc.) and which might also have
been subject to seizure.*

Note, however, that the “Kind of Tax” is shown as a
“1040” tax. Did you ever hear of a 1040 tax? Such
mislabeling, I submit, is part of the government’s overall
ruse in connection with income taxes. It compels the
payment of a tax it knows to be voluntary, under the guise
that it is really compelling the payment of another tax, a
“1040” tax!

Greb DeMonay would, in all probability, also hand D.
Linquent a completed Form 668-B which is actually
unnecessary. The statute does not call for such a document

and there would seem to be no reason for it. The Notice of
Seizure tells the victim all that he might be required to
know. No doubt the reason that a 668-B is given is to make
levy and Notice of Levy procedures appear as similar as
possible—to give the public as little chance as possible to
distinguish between them. However, the law itself calls for
a Notice of Levy to be used in connection with that
procedure, and only a Notice of Seizure to be used in
connection with an actual levy. So there is absolutely no
need or legal purpose for a Form 668-B, except as a means of
confusing the public.’

In any case, the above illustration might be termed a
lawful levy as contemplated by Section 6331. However, my
use of the word “lawful” is contingent upon three things
being present: (1) a lawful assessment, (2) a legal liability,
and (3) a prior, lawful demand. In all IRS levies in
connection with income taxes, elements 2 and 3 are never
present, while in my case, all three elements were lacking.
But assuming that all three elements were present in our
illustration, then the seizure of D. Linquent’s car, one could
argue (given other considerations that will be addressed
later), could be said to be legal, on the basis that: a statutory

FIGURE 7-10

§ 6502. Collection after assessment

FIGURE 7-11 "Not|ce of Seizure | -
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Under the authority in secuon 6331 of the internal Revenue Code, and by virtue of a levy from the District
Director of Internal Revenué oF The Giatrct shown below, | have seized the property below for nonpayment of past
due internal revenue taxes.

limitation properly applicable thereto, such tax

this title has been made within the period of Due from

T T r
| Amount Internal Revenue District

Raymond M Hartman {City and States

201 Jefferson St

15/‘/'r A A | f T A g

may be collected by levy or by a proceeding in
court, but only if the levy is made or the pro-

Rochester, PA L3¢ 777

ceeding begun—

Description of property

(1) within 6 years after the assessment of
the tax, or

(2) prior to the expiration of any period for
collection agreed upon in writing by the Sec-
retary and the taxpayer before the expiration
of such 6-year period (or, if there is a release
of levy under section 6343 after such 6-year
period, then before such release).

The period so agreed upon may be extended by
stibsequent agreements in writing made before
the expiration of the period previously agreed
upon. The period provided by this subsection
during which a tax may be collected by levy

a judgment against the taxpayer.

(b) Date when levy is considered made

shall not be extended or curtailed by reason of

| L 7: T Giiealin & e
! Hddogedls L//Wf ol Y R 3 TES
) C/’.[t ntdin RO 5 Ao ‘,}(_./Ltflﬂl/u{/,“ & NGk a T

/ /\'\[.“i’("/r,L[‘N /A% S

[WL?QOJ‘.Q:W‘\ S NP N P L’b.l‘tm,
Grels ;i - :

n C{w’fﬁ:& (_’Z‘%L,y/ f_d/..hyé e
I Fetel o lndd

, wcunil JUH
IXudas BO-774

w? P23 . .
~ Ty T i nae

—Q‘;w;’a/ﬁ et

! Hollow /lcf/‘//z/§// Tyl AL SHp La Kl (Zecee 2l
Lowe Lor Jpptact demem W dcen. I )///,;/,,(,?;ﬂm

f/,w‘// « ,y(l/.,/g/d, )

1 fiew o arcd Fr il Tt e

P RCH 4 g Tadt reasten

LA LOR AL T Vi J7165 54 f b i il

| bt -y, /

e, o

The date on which a levy on property or
rights to property is made shall be the date on
which_the notice of sejaure provided in section

6335(a) is given,




How The Federal Mafia Illegally Seizes Property

115

liability existed; no force was used; no property was
trespassed upon; and no property was coerced or extorted
from third parties. And since the property was ‘“actually
brought into...(IRS)...custody and control through
seizure,” and not by someone merely “handing over” the
property to the IRS, all the elements constituting a 6331
“levy” would have been satisfied.

ILLEGAL IRS LEVIES—
THE USUAL KIND

Now, just because the IRS might have the legal authority
to seize a car while it was parked unattended on a public
thoroughfare, does that mean the IRS has the same
authority to seize automobiles parked on private property
over the objection and resistance of their owners, or by
intimidating or threatening individuals into giving up
property belonging to others and/or for which they have a
fiduciary relationship? The answer to that, of course, is no,
as explained in Sections 332 and 334.2 of the Legal Reference
Guide for (IRS) Revenue Officers (Figure 7-9). Note that
Section 332 (among other things) states that;

An occasion may arise where service of a levy or notice
of levy is not adequate to seize property of the tax-
payer. However, it cannot be emphasized too strongly
that constitutional guarantees and individual rights
must not be violated. Property should not be
forcibly removed from the person of a taxpayer.
Such conduct may expose a revenue officer to an
action in trespass, assault and battery, conversion,
etc....If there is reason to suspect a failure to honor a
notice of levy or an interference with a levy, the matter
should be referred for proper legal action against the
offending party...[emphasis added.]

Before levies or seizures of properties located on
private premises are made, permission of the
occupant of the premises on which seizure is to
take place must be obtained.

While Section 334.3(2) says, in part:

As previously indicated, force should not be used
in seizing property of a taxpayer.

Who would have believed, based upon how IRS revenue
officers actually operate, that such material is contained in
their own manuals? This is merely another example of how
the IRS, in practice, disregards and violates its own
professed, published policies. As I pointed out earlier, the
IRS is careful never to put in print anything that suggests
policies that might be violative of law and/or constitutional
rights. Its policy, however, is simply to ignore in practice
what it preaches in print.

IRS Storm Troopers in Action

The August 13, 1982 issue of Parade Magazine carried a
feature story describing an IRS raid involving
approximately forty men on the farm house of Dwight
Snyder. The article reported that:

U.S. marshalls, state patrolmen, IRS revenue officers
and IRS special agents—some brandishing M-16
automatic rifles, shotguns and sidearms...[and] all of
his vehicles, his machinery, tools, and stock were
seized from a pickup truck and tractor down to towel
holders, soap dishes, sink strainers, toothbrush
holders and a half-empty box of staples.

I wonder if they got any school books? The article didn’t
say. But in any case, do you think the IRS got Snyder’s
permission to come onto his property in this fashion?®

Another incident described in the article (and one which
got considerable press coverage because a photographer was
present) involved a couple from Fairbanks, Alaska. The IRS
claimed that Stephen and Mona Oliver owed the
government $4,700 and had (illegally) filed a notice of levy
on their wages. The Olivers disagreed with the assessment
and had sought a court hearing, whereupon the IRS decided
to teach them a lesson..

...by grabbing their 1970 Volkswagon while it was
parked in downtown Fairbanks. The Olivers,
however, locked themselves in the car and refused to
hand over the keys, whereupon IRS agents smashed
the windows, dragged Mona Oliver out of the car and
across a sidewalk littered with broken glass and towed
their car away—in full view of astonished bystanders
and a local newspaper photographer.

Apparently these IRS revenue officers neglected to read
that manual. In any case, these IRS agents should have been
arrested for assault and battery and car theft but they
weren't because such IRS marauders are protected by the
Justice Department and the courts.

In addition IRS revenue and special agents are not
authorized to carry guns in connection with the collection of
income taxes. Section 7608 (Figure 7-12) points out that
though IRS revenue officers might have statutory authority
to carry guns in connection with the enforcement of alcohol,
tobacco and firearms taxes, they have no such authority
when it comes to income taxes. Somebody should have
told that to those men who paid a visit to Snyder’s
farm.

In order to get around the weapons (and enforcement)
impediment, note the statement in paragraph 334.2 of the
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Reference Guide in which IRS agents are encouraged to use
“Local or other law enforcement authorities” to assist them
in performing their duties. This method of intimidation
being recommended should be obvious. Since IRS revenue
officers aren’t authorized to enter onto private property, to
use force or carry weapons in connection with income tax
levies, they are encouraged to dupe local law enforcement
people into helping them. What Greb DeMonay mightdo s
stop by the local constabulary and show the local police the
levy documents and suggest that he believes that he might
“run into trouble serving them’ and so might ask an officer
to accompany him. Since local cops and/or sheriffs will
generally be ignorant concerning the actual legal status of
Forms 668-B and 2433 (the Notice of Seizure), they can
easily be misled into believing that they are the equivalent of
court orders that must be obeyed. So they could be
persuaded to accompany Greb DeMonay to the home of the
intended victim whose car or tractor Greb 1s determined to
pinch. In this manner, local police provide the guns and
show of force to intimidate private citizens into giving up
their own property (thus such property is not really
“seized”, but is actually “handed over”). They are not
required to do so. If these levy documents were legally
enforceable, Greb would have been accompanied by one or
more U.S. marshalls. He would not need the extortionary
presence of the local police—who, incidentally, if they
supply it, should be sued for doing so. Now that you have
seen how the IRS violates basic levy procedures, let us enter
a new dimension of federal fraud, one that really boggles the
imagination.

THE FRAUDULENT NOTICE OF LEVY

My first contact with the IRS’ summary seizure
procedures began when I got a letter (Figure 7-13) and copy
of a Notice of Levy from the American National Bank of
Hamden, Connecticut informing me that it had already
turned over $10,100 of my money to the IRS—thereby
cleaning out both accounts. Note that its letter advises me
that if I had “any objections or legal reason why this levy is
invalid” that I should “contact the Revenue Officer
mentioned in the Levy”’! Of course, the bank as a fiduciary,
should have made these determinations before turning over
any money entrusted to its care! Once the IRS gets its hands
on it, of course, it will say that the “levy” is valid. The bank
should have, at least, allowed me to present some of these
arguments to them before they handed over the money. But
they did not. This, I believe, is typical of how banks handle
such Notices—completely abandoning their fiduciary
responsibilities.

In order to mislead and intimidate third parties into
turning over assets, the IRS prints Code Sections on the
back of its “notices” which are designed to mislead the

public into believing that dire consequences await them if
they do not immediately give the government the money it
wants.

When I received my copy of the Notice of Levy I
instinctively knew it was a fraud—but not in the variety of
ways so far discussed in this chapter. But I lacked definitive
proof of this. Besides, banks and other third parties, being

FIGURE 7-12

§ 7608, Authority of internal revenue enforcement of-
ficers

(a) Enforcement of subtitle E and other laws pertain-
ing to liquor, tobacco, and fircarms

Any investigator, agent, or other internal rev-
enue officer by whatever term desipnated,
whom the Secretary charges with the duty of
enforcing any of the criminal, seizure, or for-
feiture provisions of subtitle ¥ or of any other
law of the United States pertaining to the com-
moditics subject to tax under such subtitle for
the enforcement of which the Seccretary is re-
sponsible may—

(1) carry firearms;

(2) execute and serve search warrants and
arrest warrants, and serve subpoenas and
summonses issued under authority of the
United States;

(3) in respect to the performance of such
duty, make arrests without warrant for any
offense against the United States committed
in his presence, or for any felony cognizable
under the laws of the United States if he has
reasonable grounds to believe that the person
to be arrested has committed, or is commit-
ting, such felony; and

(4) in respect to the performance of such
duty., make scizures of properly subject to
forfeiture to the United States.

(h) Enforcement of laws relating to internal revenue
other than subtitle

(1) Any criminal investigator of the Intelli-
gence Division or of the Internal Security Divi-
sion of the Internal Revenue Service whom the
Secretary charges with the duty of enforcing
any of the criminal provisions of the internal
revenue laws or any other criminal provisions
of law relating to internal revenue for the en-
forcement of which the Secretary is responsible
is, in the performance of his duties, authorized
to perform the functions described in para-
graph (2).

(2) The functions authorized under this sub-
section to be performed by an officer referred
to in paragraph (1) are—

(A) to execute and serve search warrants
and arrest warrants, and serve subpoenas and
summonses issued under authority of the
United States;

(B) to make arrests without warrant for any
offense against the United States relating to
the internal revenue laws committed in his
presence, or for any felony cognizable under
such laws if he has reasonable grounds to be-
lieve that the person to be arrested has com-
mitted or is committing any such felony; and

(C) to make scizures of property subject to
forfeiture under the internal revenue laws.




How The Federal Mafia Illegally Seizes Property

117

subject to IRS audits and thus IRS intimidation, are
reluctant to say no to the IRS, and so generally give them
whatever they want—especially, as in these cases, where
they are being asked to turn over other people’s money!
What is easier than that—especially when federal courts will
protect such parties from justifiable lawsuits brought by
those to whom fiduciary obligations were breached. Note
that in all third party cases the IRS doesn’t really “seize” a
thing. Thus no levy pursuant to Section 6331 is actually
made.

But I knew (based on certain constitutional and statutory
considerations) that I could not owe the money claimed, and
I also knew that the bank was not required to turn over any
money based on its receipt of a mere “notice.” At that time I
did not know, for instance, that the courts had even ruled (as
quoted in Freeman) that “mere notice of intent to levy” does
not constitute a levy, which, of course, is precisely what a
“Notice of Levy” is and why no one is required to honor it.
Had I known about that case, I would have incorporated a
reference to it in my letter of May 26th (Figure 7-14) which
would not really have made any difference, since the bank
had already turned over my money. However, based
upon your increased understanding of this subject over
what I knew in May, 1983, you will be able to make a more
formidable presentation than I did. And you might have an
opportunity to do so before your bank turns over your
money. In any case, it is pretty clear that a “notice” of levy is
not the “levy” referred to in all those threatening 6332
subsections (Figure 7-5A). And it was merely on this limited
knowledge that I wrote to the bank. Incidentally, before
continuing, read the back of that notice (Figure 7-5A) and
see if you notice anything unusual about it. Also see how
much mickey-mouse language you can spot in those Code
sections that are reproduced.

A “Notice of Levy” is Not a “Levy”

Subsequent to my getting a copy of that notice, I did
something that everybody should do when they get a
communication from the IRS citing or quoting a Code
Section. They should read the Code Section referred to.
When I got over my initial shock in connection with Section
6331 which was that it was flagrantly unconstitutional and
contained a summary procedure that I never knew existed, I
noticed something extremely peculiar that I had not initially
noticed. There was a strange inclusion in Section 6331’s first
paragraph (see Figure 7-1 or 7-6-A):

Levy may be made upon the accrued salary or
wages of any officer, employee, or elected official, of
the United States, the District of Columbia, or any
agency or instrumentality of the United States or
the District of Columbia, by serving a notice of levy
on the employer (as defined in Section 3401{d])

FIGURE 7-13

&\MERICAN NATIONAL BANK
2992 Dawell Avenue, Hamden, Connecticut 06518
Area Code 203 281100

May 24, 1983

Irwin Schiff
144 Sheoard's Knoll Drive
Hamden, CT 06514

RE: Notice of Levy/Amount $197,044.19
Dear Mr. Schiff:

Today we were served with a Levy on your account (s) by the Internal
Revenue Service in the amount of $197,0844.19. Accordingly, we have
deducted two separate amounts from two of your accounts. One for
the sum of $5.400,00, deducted from account #611540-3; and the
second for the sum of $4.700,00, deducted from account #105089-4

as per the enclosed miscellaneous debits.

Further enclosed is a copy of the Levy for your use, Should you
have any objections or legal reasons why this Levy is invaiid,
please contact the Revenue Officer mentioned in the Levy,
Very truly yours,

P
;J&. ; \leh\{ ;c‘d_o,\_,

Elizabedh K, Rwder
Vire sident

EKR/d1

Enciosures

of such officer, employee, or elected official.

When I first noticed that provision, I was sitting in my
living room contemplating that section with my son Peter,
and I said, “Pete, why should there be a special reference to
government employees right in the middle of that first
paragraph?”’ “And why,” I remember asking, ‘‘should that
reference not only make a distinction between government
employees and all other employees, but why should it make
a further distinction between their accrued salaries and any
other asset they might own or be entitled to?” Obviously the
above reference only makes a *‘notice of levy” applicable toa
government employee’s accrued salary—but not to any
other asset: such as bank accounts, cars, homes, mutual
funds, or anything else he/she might own. Why was this
double distinction made? Initially, neither my son nor I could
come up with any plausible explanation. See if you can come
up with the answer, before I give it to you.

For about 15 minutes we wrestled with this question but
nothing made any sense. Then suddenly the light bulb went
on in my head. Section 6331 deals with ““levy and distraint,”
and ““levy”’ means ‘“‘seizure by any means.”” What is the one
asset that the government can’t seize? An assetalready in its
possession! The government can’t seize (i.e. levy) property
it already has, can it? Suppose the government wanted to
apply the accrued salary of one of its own employees against
their alleged delinquent tax liability. It wouldn’t “seize”
such funds since it would already have them! All it would



The Federal Mafia

118

"I9pIO MINO0D B IOyl SYI 32 02 (5,95[3 ApogAue 10) spuny Ino4 Idao
uIni 3,usd0p yueq 1nof yeys ainsur 01 (Ajrpenb no4 [Sunssw oy 19138 [[3s ued nok
Uyorym] yueq InoA ur 3yoois jo areys duo Juidnq £q) sSupeawr SISpIoYRO0Is Jueq
18 op 1yStw noA 1BYM SIqUIdSIP (ReE-L6€ saed) xvopy xv | awoouy 1wa.40) oy I

‘suoniendaz
pue sme] yons ul 1no pajads suonednqo Lreonpry pue sme Juryueq ageis Jo
UOIIEJOIA Ul 3G PINOM YUEQ € ‘I9PIO 11N0D B Inoylim Lsuow Jouisodap 1240 Suruany
£q 18Y1 2A31[3q T 9N UBY] J9YIR1 UOISSIUWO ) Sunjueg 181§ Y3 Yim urejdwod
e SuIyiy 330 321329 2q 1431w noL ‘sEOUBISUL YoNs [T UT 1By [39) T “sed Aue uy ing

‘TUSIINP U29q 2aey YT SwWonno Y3 pue
100 [eI9pI] JO N0 unsmey 3yl 3day aey PINod T “a3raq | ‘smey Junjueq iels jo
suorieo1a padreyd 1sn{ Insmey Awt pel “sanss! [BIapaj urel1ad Juisies Jo aeIsi 9yl
apew jou | pey 1IN0 33e1g Ut 3ms 3y daay 01 3[qe U2aq 2481 1S | 1871 ‘Ias0M0Y
2A31[2q T "95URYD B PUBIS 1,UOP SUNS ME] YONS “3SINO0D JO DISYM—LINOD [RIIPIJ
01 PIPUBLUAI SEM 11 1IN0D 3181 UL pans T (1Y ‘A[[eIUapiou] "I21snyd§ pue uowig
suteSe s Aw passiusip oym 23pnl swes ay1 £q preay sem 1t asnesaq ‘emAue
PassIWISIp Ua3q 3ABY pinom A[qeqoxd ns ay3 ySnoy3-—ssIusIp 01 Uonow IsuJ3p
© 01 asuodsas e 311 AJ3UrT1 03 45110118 AU JO QINJIEJ 3} O3 INP PISSTSIP SBM JMNSME]
Awr Jey3 PazaAodSIp T Jeyl 1ale] sieaf [UN Jusem 31 YUBQ S pans T IYM
20U s JoyIny

JITY2S vV uTmal

‘sanok ATna3 Kaep

*dueq ay3 o3
A13s00. fTowa13xad aaoad TTTM ‘nok aansse ] ‘YdTya uogiode
Te8a7 @231eTpawwT aMel TTJA I 10 Yajaylioy aw ol spunj Lu
9103591 nok Jeyj 35383ns 1 Lx1eI3U0D BYJ 03 I9PIO JANOD B 10
Jjudwajels uioms ieTiurs 2 333 nof TrIun pue g£/6T PuU® [/6T
‘g/6T S1B94 @Yl 10j JusWUIAA0H Teiapag 8yl 031 KITTIQETT

XB] OU 3AB{Y I JBY] JuUSWI]IBIS UIOMS B pPai{joB]1}E 3ABY OSTE T '8

*TTIQ Xe3 6T1°%90°L6T$
snoageaino s1y3 Ked psau 10 8amo I Jeyl YsyTqeIsa pinom
10 , AJTTTQRIT XBI 8woduy, ue S3YSITGeIS3 eyl 8po) anuaady
Teulaju 34yl JO UOIIV8S ou ST 2I9Y) IDUFS ‘AJYITe I2msue
J0U TTIM 2] 2aNS wWe I YOFym 133397 193I0Ys e wyy Iuss I Kepol ‘/

PI-L 2dNOI4

*suojiseanb asayy Iamsue o]
sasnjal 3y eyl smoys *‘(payodeiie A£dod) ¢86T ‘IT AeW jo om 03 13333T
STH *(9) uan3ax e JO syseq ayj uo pfed aq I[eYys ,Saxel IWODUT,,
3843 sajels uoFIVas Ieym 10 {(q) JuywiIsTp £q ,Bwoduy,, Uo Xej ®
30977102 03 paziaoyine @Yy ST axsym 1o {(e) pred 2q LAITTIQEFT ® yons
eyl ,Juswaarnbai,, ® pue [ LITTFqRT] XBI BWOdUY, ue S3ILBID Jeys
U0T31035 2pod 9yl AITIUSPT 03 wTY payse I YOFUM UL ISUOESSTUWOd 3yl
03 juds 1 1ey3 12333[ 88ed g7 e Jo % 93ed Afazauw yoelje osTB I °9

‘00°00T0T$ 30 °w 2ajadap
03 pezyaoyine auokue Aq 03 uioms 10 paudys jou sem @DFION 3yl °*¢

*amo £Tpe8arTe I IBY3 XB3 2Y3 ST IBYI JT ¢, S9XEB] BWOOUT,, 103
LK3TTT98TT,, Aue ysyyqelss jou sa0p Inq sIXe [erapag jo L3aTiea B jo
UOT302T[0D 2yl yjFm STeap 9d0FION @Yl UF 03 paaisyax H9 a33dey)d ‘4

*30TI0U JUSTNPNEAJ §,SYI 9Yl WoaJ IuIsqe ST
[eTI23BW YONs eyl JUapIode ou ST 31 ‘3IF Bupdasar 03 LIFioyine
A10In3e1s 2y3l pue xel Jo adA3 Byl yjoq SITITIULPT LTaeBdBTO YOTyam
uapwey 3o £319 8yl I0J 90FJOoN ¥B]L ' yoelle I uosTiedwod Lg ¢

*pamo A1padaTTe xel ay3l 10 LITTTQeTIT @243 pauUsSITqeIss
YOTya meT 8Yy3j JO UOTIV8S 3yl AJFIuaPY UIAd jou saop BDFION 9YL °Z

*pemo ATpaSarye XB1 JOo puty ayj £yroeds jou saop 8DTION Iy I
:se yons spunocx? 13Yyjo snozswnu UO JUBTNPNEIJ ST KADT JO SDFION 3yl

*,S80T30U, 03 JOU pUB SIATISW3YJ SITAST 03
Lfuo £jdde £as7 jyo 3DTION JueTnpneay 1BY] JO SPIS 95I3A3I 3] UO UMOYS
su0tTaIdas LiTeuad 9yl (LA B 3Jou — LA37T Jo SOT30N B SBAM 108 nof ieyuy

i8UTYl yons ou YITM POAIIS 3194 NOX  *, 6T '¥H0°L6T$

Jo junowe ayj UT 3ITAI2S anuaa3y TRUIBIUT 9yl Lq (8) 3unodde inok
uo £A37T ® Y3jTM P3AI8S aism, nof 85neI3q Ino paupa[d 8q 03 SIUNOIIE
Jueq oml Aw pamoT[E NoL 1BY3 2w SWIOJUT €T ‘vz ABW JO 19333T anox

138pAy °SH aeaq

81690 10 ‘uapuey
anuaAy TTeMXTd Z66C
sjueg TEUOTIEN UEDTIduy
Juapysaig adfap

18p4Y ¥ Y3agezyy

€86T ‘9z Len

SO0) JIN) WSO) JIER QL a0t Sanpa 1 oy Kouo e 10 Jaofuvs sp g fo oy s ax fo Auous
gl pup Lwopoess| sy asop e 1 Cwopestf wingg edow Fupplup somppa woyvu v [r

16£9-182 (E0Z) INOHJ 81690 INDIDINNOD ‘NIQWVYH E0ES X049 'O'd : ]
(WY
A pern e

SYOOgE M0QIILL B A

R




How The Federal Mafia Illegally Seizes Property

119

have to do is notify its employee of this—which it could do
by letter or notice. A Notice of Seizure (necessary when
levies [seizures] are made) would be inappropriate and
unnecessary in this situation, which is why the statute does
not provide that a “Notice of Seizure” be used in connection
with a “Notice of Levy.” And, since the IRS never issues
Notices of Seizure in conjunction with Notices of Levy,
such ‘“Notices” cannot constitute levies on any basis. If no
Notice of Seizure is given, no actual levy pursuant to
Section 6331 is “made’—as explained in Section 6502(b)
(Figure 7-10). Now you know the reason for a Notice of
Levy, and also the only time where it can lawfully be
ased!

This situation is actually analagous to an employee being
mdebted to his employer for an amount in excess of his
accrued wages. If that employee quits or is fired, his
employer might inform him that he is not going to pay him
the wages he has coming, but will apply them against that
debt. In that situation, the employer doesn’t need a court
order permitting him to keep those wages. He simply keeps
it without benefit of any order. If the employee feels that he
is entitled to those wages, he has to bring suit against his
employer. The employer has nothing to fear if he can, in
fact, prove that debt. So what the law provides through
sssuing a Notice of Levy is no different from what any
employer can do in a situation where an employee allegedly
owes them money. Since the government has a document
that allows it to do what any employer can do, it has
diabolically adopted that document to acquire property from
the rest of the public, in situations where it actually needs
a court order and couldn’t get the property by levy!
Remember whenever the government gets money from
third parties such as banks, etc., etc., it never “‘seizes” it. It
gets handed over to them. And no one is ever required to

* “hand over’ property except pursuant to a court order.

What is especially contemptible in this situation, is that all

- those third parties turning over money to the government
i generally occupy and breach a fiduciary relationship in

doing so.

So the federal government has been using a
document that doesn’t apply to the general public at
all, to take billions from the public in payment of
taxes that aren’t even owed! If the federal government
bad only used a porrion of that ingenuity against the
Russians, we could have won the cold war long ago without
having to become the world’s biggest debtor in the process.
Since so much ingenuity went into this diabolical scam, we
must examine it in greater detail.

SNEAKING THE “NOTICE OF LEVY”
PAST THE PUBLIC

Starting right at the beginning, the first thing the

government had to do was to slip the real purpose of a
Notice of Levy past the public. Since members of the
general public (the victims in this case) hardly ever read the
Internal Revenue Code, this presented no real problem.
(Only those who profit from the government’s illegal
income tax activities generally read the Code, and they can
be trusted to see no evil, hear no evil or speak no truth about
that evil). Leaving nothing to chance, the compilers of the
Code sought to throw everyone off the track by using the
misleading term “employer” in the place where only the
“United States” could possibly fit. Notice that the line in
paragraph (a) (Fig. 7-6A) regarding a Notice of Levy states:

Levy may be made...[upon all manner of government
employees]...by serving a notice of levy on the employer
(as defined in section 3401[d]) of such officer,
employee or elected official.

The average person reading this paragraph would get the
impression that the word “employer” as used in that
sentence means a private employer! Who would believe that
the government has to “serve” a document on itself!
Obviously, if the federal government wanted to notify one of
its own employees that it intended to apply his/her accrued
wages to taxes they allegedly owed the government, it would
simply notify that employee. It would not need to
“serve” anything on itself! If the writers of the Code did
not intend to deceive the public, that line would have read as
follows:

Levy may be made upon the accrued salary or wages
of any officer, employee, or elected official of the
United States, the District of Columbia, or any agency
or instrumentality of the United States, by sending to
such employee (as defined in Secton 3401(d) a notice
of levy.

What the government has done here is similar to what it
did in connection with the document designed to be used in
connection with Section 6014 (Figure 7-3), which it then
used as a bogus notice and demand. Here the government is
using against the general public a document designed solely
to be used in connection with its own employees. As far as the
legal significance of this “notice” is concerned, the statute
could have just as easily called for aletter. In which case the
last phrase of that line (as indicated above) could have read,
“by sending to such employee...a letter to this effect.”

In addition, the way this line is worded, anyone reading it
who was not a government employee would quickly skim
over it (as I initially did) thinking that it did not apply to
them anyway! And on this basis too, the general public is
thrown off the scent.

So by covertly burying the real meaning and purpose of a
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Notice of Levy in this confusing and misleading manner,
the government assumed that the public would be none the
wiser. And the government would never again mention a
Notice of Levy within the body of Section 6331 nor in any of
the enforcement provisions that were to follow.’

But for added insurance the government was prepared to
carry its deceit a good deal further.

THE MISSING PARAGRAPH!

When I suggested that you read the back of the Notice of
Levy (Figure 7-5A) to see if you saw anything peculiar, I
wanted you to notice whether or not you spotted the
missing paragraph. Notice that your honest government,
in claiming to present Section 6331 in its entirety, left out
paragraph (a)! Thus the only relevant paragraph dealing
with such a Notice is omitted from the government’s
presentation of the statutes presumably relevant to it! Why
do you suppose that happened? Take a wild guess! You will
notice that this paragraph was not omitted from the back of
Form 668-B (Figure 7-6A) where it is not relevant! And the
federal government has the nerve to prosecute others for
mail and stock fraud. It wrote the book!

INTIMIDATING THE PUBLIC

Besides making sure that no third party discovers the
truth about a Notice of Levy and why it didn’t apply to them
[by omirtting paragraph (a)], the government also misleads
and intimidates the public concerning its legal obligations
with respect to that document. For one thing, note that what
banks, employers and other third parties get is form No.
668-A and not Form 668-B. This alone proves that third
parties are not involved in a “levy” situation. Notice that
Section 6332 (Fig. 7-5A) is captioned “SURRENDER OF
PROPERTY SUBJECT TO LEVY,” that is property that
can only be taken pursuant to Form 668-B, not Form 668-
A—the form banks, employers and other third parties
actually receive!

So the alleged threats and consequences that might befall
“Any person who fails or refuses to surrender any property
or rights to property, subject to levy...shall be liable etc.,
etc.” (first line paragraph 6332(c)[1]) doesn’t even apply
here because no “levy” is involved! The same type of
deception can be noted in the last three lines of paragraph
6332(c)(2). In this situation no “levy” could have possibly
been “made” since no Notice of Seizure pursuant to Section
6502 was ever “given.” Thus these constant references on
the back of that Notice to Levy are not even applicable here,
simply because it is clear that no actual “levy” is involved!

This should be clear for a number of reasons beside the
fact that no Notice of Seizure is ever “given” in connection

with a Form 668-A. For one thing, pursuant to both
Freeman v. Mayer and the Reference Guide for Revenue
Officers (Figure 7-9) “a levy requires that the property
levied upon be brought into legal custody through seizure.”
This is exactly what happened with D. Linquent’s car. It
was “‘seized” and brought into *‘legal custody” when it was
placed in a government enclosure. But, as noted before,
when an IRS agent goes into a bank with a Notice of Levy,
does he actually seize any funds? Does he go over to where
the bank presumably keeps that particular individual’s
money and “seize” it out of some box or receptacle? Of
course not. As in all third party cases, the bank (and other
third parties) simply hand over or send the government a
check through the mail in the amount requested! Such
funds are never “brought into legal custody through
setzure”. They are actually received by the government in
the nature of a gift! But if property is not “seized”, no
levy takes place!

Since, from all of the above, it must be crystal clear that in
connection with a Notice of Levy absolutely no levy is
involved, none of those conditions shown on the back of
such Notices can apply. This not only applies to the
penalties (that don’t apply) but to the alleged protection
afforded to third parties as well. In order to encourage third
parties to hand over assets that, (1) don’t belong to them,
and (2) the government is not legally entitled to, third
parties are misled into believing that they have legal
immunity when they hand over such property to the
government—even if it means breaching a contract and
violating a fiduciary responsibility. This, of course, is sheer
nonsense. Such immunity, as stated in Section 6332 only
applies to “property subject to levy upon which a levy has
been made.” Since this condition is not present when a
Notice of Levy is mailed to third parties, such immunity
does not apply! Unfortunately federal “courts” have been
giving culpable third parties the protection that the law
doesn’t provide. But this practice may not go on
indefinitely—now that the public knows the truth!

Strange to say, all of those penalties and immunity
features can only apply to IRS revenue officers
themselves, and not to the general public at all!l Isn’t
that surprising! Revenue officers are the only ones in
possession of property “upon which a levy has been made”
and which has been brought “into custody through
seizure”! They are the only ones who legally must turn over
such property “‘upon demand by the Secretary” and they
are the only ones who might be “‘discharged from any
obligation or liability to the delinquent taxpayer” for having
done so! This is part of the overall technique used by the
government to mislead the public concerning income taxes:
simply present law to the public that only applies to certain
people in certain situations, and mislead the public into
believing that the law presented actually applies to them and
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to income taxes. The government knows no shame.

I believe that I have already nailed down the fact that a
Notice of Levy is not a levy. This issue goes to the core of our
government’s deceit and the culpability of our judiciary who
continue to maintain that a levy and a Notice of Levy are one
andthesame).Idon’t want to beat a dead horse, but I need to
call your attention to a few other significant distinctions
which are contained in the Legal Reference Guide for Revenue
Officers and on a Notice of Levy itself.

A Significant Distinction

Note that the statement in paragraph 332 of the Legal
Reference Guide, that if someone *“fails to honor a notice of
levy or an interference with a levy” the IRS has to geta court
order, i.e., “the matter should be referred for proper legal
action against the offending party.” And again in
connection with the Notices of Levy (Section 334.2)
revenue officers are told, ‘“‘In the event the Final Demand is
not responded to, a suit will ordinarily be required to reach
the property.” That section states that:

A Notice of Final Demand (Form 668-C) is not
required to be served under the Code [this also can
be said of Form 668-B], although use of the form as an
administrative tool [not unlike a rack] is generally
uniform.

You bet its use is not ‘“required” by the Code, since those
who wrote it took the precaution of leaving out such
unlawful procedures!

But notice the clear cut distinction shown by the IRS’ use
of the phrase ‘“‘honor a notice of levy” as opposed to
““‘interference with a levy.” Despite the deceitful claims of
federal judges that both procedures are inherently the same,
this language proves that the government knows that
both procedures are inherently different. “Failure to
honor a notice of levy” can only mean refusing to turn over
property in response to it. Obviously there can be no “inter-
ference” with a Notice of Levy unless somebody tried to
stop the postman from delivering one—but that’s not the
kind of “interference” contemplated here. ‘‘Interference”
with a levy, on the other hand, can occur in a variety of ways;
all designed to prevent the IRS from carting away one’s
goods. Locking oneself in one’s car as the Olivers did, comes
immediately to mind. Refusing to allow IRS agents onto
one’s property—and calling the cops if they refuse to
leave—might be another way. Thus, such distinctions
clearly show the inherent differences between the two
procedures. Then how can federal judges claim that both
procedures are the same? You answer that one for yourself.

FRAUDULENTLY INVOLVING
THIRD PARTIES

There is another important distinction between the
operation of a levy and a Notice of Levy that should not be
overlooked. In the case of alevy, no member of the public
gets involved or is put at risk. A levy is a procedure
strictly between the government and the allegedly errant
taxpayer. There is nothing on a Notice of Seizure, for
example, that asks, requests, threatens, or orders anyone to
do anything to help the government get the property it seeks.

A Notice of Levy is different. It arrogantly expects third
parties (who may even occupy a fiduciary relationship with
respect to the intended victim) to get involved in a
questionable collection process by turning over property
belonging to others based on information the IRS claims is
accurate! Apart from the fact that the information in all
Notices of Levy is flat-out false and deliberately deceiving,
how can the government put third parties (especially
fiduciaries) in such a situation? Certainly such third parties
should be expected to check out such information (but they
don’t!) before acting—and be liable (especially banks) if
they don’t. They certainly should be expected not to turn
over any property without first being absolutely certain
that:

1. The information contained in a Notice is 100%
accurate, and
2. They are required under the law to turn over the

property in question.

Yet any third party who responsibly checks out the
information contained in a Notice of Levy would find that
it’s practically all false, and that they are under no legal
obligation to “honor” such Notices. It should be perfectly
obvious that from purely a legal point of view, third parties
can throw any Notice of Levy they receive right into the
nearest trash can.

The minimum number of false and misleading statements
contained in a typical Notice of Levy are the following:

1. “Chapter 64 of the Internal Revenue Code
provides a lien for the above tax and addition.”

2. “Notice and demand...has been made on the
taxpayer.”

3. “This amount is still due” and “‘owing.”

4. “All property...in your possession and belonging
to this taxpayer...are levied upon.”

5. “Demand is made on you..to pay this tax
liability.”

How can any responsible third party be expected to
accept all of these allegations at face value and accordingly



122

The Federal Mafia

turn over property entrusted to their care? If such
allegations are false, why shouldn’t third parties (especially
banks) be liable for their actions? Yet why should third
parties be put to the trouble (and risk) of having to verify
such information? Relying on an order signed by a judge is
one thing, but on what basis should anvyone rely on the
signature and representations contained in a Notice of Levy?
Who signed it anyway? A former filling station attendant?

But let’s briefly analyze these false statements. That first
statement is designed to throw third parties off the track ina
manner they would hardly suspect. Not only doesn’t
Chapter 64 provide ““alien”” with respect to either an income
or a “1040” tax and their “statutory additions,” it certainly
does not provide that the public is required to turn over
property pursuant to a Notice of Levy! And that’s really
all that is important!

Secondly, as far as a “1040 tax” is concerned, no notice
and demand would ever have been ‘““made on the taxpayer”
which he “refused to pay,” as this Notice fraudulently
claims.

Thirdly, since the payment of income taxes is based upon
“voluntary compliance,” no amount can be “due and
owing.”

Fourthly, as stated in Freeman, “Mere intent to reduce to
possession” is no levy. So no property is being “‘levied upon’
by this ‘‘Notice.”” And fifthly, the person
whose property is being demanded cannot have a “1040” (or
income) tax liability as is fraudulently claimed in this
Notice.

In addition to all of this, the IRS asks such third parties to
complete a Form (Figure 7-8) which comes attached to the
Notice of Levy. Note the language used in this form, i.e.,
“we would appreciate...please make your check or money
order payable...please indicate on the front...”” How does
this constitute a “‘seizure’’? Note that the form also instructs
third parties who turn over funds to the government to
“give Part 3 to the taxpayer within 2 working days.”
Suppose the third party takes 3 “working days” or 7
“working days” or neglects to send the form to the
“taxpayer’’ altogether. What then? Can the “taxpayer” sue?
Who, and on what grounds?

Note further that there is nothing on a Form 668-A that
specifically tells third parties that they are legally
“required” pursuant to any Code section to turn over any
money to the government pursuant to that Notice! And
what should be particularly noted is, that while a Notice of
Seizure refers to Section 6331 (as does even the front of Form
668-B), no such reference appears anywhere on the
face of a Notice of Levy! What does that tell you?

How much more evidence does anyone need to be
convinced that a Notice of Levy is a complete fraud and
cannot be lawful or mandatory on any basis?!

The final bit of trickery in this nefarious scheme was the
adoption of Treasury Regulation 301.6331-1 (Figure 7-15).
This supposedly provided a legal basis to enforce Notices of
Levy on the same basis as levies themselves. While it may
have accomplished this, it also revealed the utter contempt
federal judges have for both the law and their own oath of
office.

A TREASURY REGULATION
ILLEGAL ON ITS FACE

To put the icing on its “Notice of Levy” scam, the
government wrote Treasury Regulation 301.6331-1. Notice
that this regulation openly changes and extends the law in
connection with a Notice of Levy. The law itself is specific: a
Notice of Levy can only apply to the accrued wages and
salary of government employees—period. The regulation
blithely extends this wording to all manner of persons and to
all manner of property! It states:

*“Levy may be made by serving a notice of levy on any
person in possession of, or obligated with respect to,
property or rights to property subject to levy,
including receivables, bank accounts, evidences of
debt, securities, and salaries, wages, commissions, or
other compensation.”

It is perfectly clear that under the law, 2 Notice of Levy
can only apply in that one narrow circumstance with which
you are now very familiar. Any regulation that seeks to
change the law as Treasury Regulation 301.6331-1 does is
born dead. That’s basic. That, as they say in the trade, is
hornbook law. Any freshman law sudent can tell by even a
cursory examination of the law and its alleged regulation
that Treasury Regulation 301.6331-1 was D.O.A., but
federal judges keep on pretending that this cadaver is
actually still alive and kicking!

WHERE DO LAWS
COME FROM ANYWAY?

If Americans were asked where federal laws come from,
they would undoubtedly say “From acts of Congress.” It
would probably never dawn on them that federal laws could
come from any other place. This undoubtedly stems from
their notion that the constitutional provision which states
that “Congress shall make all laws”” still prevails. Americans
are largely oblivious to the fact that this constitutional
provision, like so many others, is, as a practical matter, dead.

American “laws” are largely made by the judicial and
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SEIZURE OF PROPERTY FOR COLLECTION
OF TAXES

§301.6331-1 Levy and distraint.

(a) Authority to levy—(1) In general.
If any person liable to pay any tax ne-
glects or refuses to pay the tax within
10 days gfter notice and demand, the
district director to whom the assess-
ment is charged (or, upon his request,
any other district director) may pro-
ceed to collect the tax by levy. The
district director may levy upon any
property, or rights to property, wheth-
er real or personal, tangible or intangi-
ble, belonging to the taxpayer. The
district director may also levy upon
property with respect to which there
is a lien provided by section 6321 or
6324 for the payment of the tax. For
exemption of certain property from
levy, see section 6334 and the regula-
tions thereunder. As used in section
6331 and this section, the term *tax”
includes any interest, additional
amount, addition to tax, or assessable

.penalty, together with costs and ex-
‘penses. Property subject to a Federal
tax lien which has been sold or other-
wise transferred by the taxpayer may
be seized while in the hands of the
transferee or any subsequent transfer-
ee. However, see provisions under sec-
tions 6323 and 6324 (a)2) and (b) for
protection of certain transferees

against a Federal tax lien. Levy ma
be made by serving a notice of levy on
A Eny person in possession of, or obligat-

FIGURE 7-15

ed with respect to, property or rights

to_property subject

receivables, bank accounts. evidences

of debt, securities, and salaries, wages,
commissions, or other compensation,
Except as provided in § 301.6331-2(c)
with regard to a levy on salary or
wages, & levy extends only to grogertz
possessed and obligations which exist
at the time of the levy. Qbhgg&igm
exist when the liability of the obligor
Is_lixed and aetermiggglg although
the right to receive payment thereof
may be deferred until a later date. For
example, if on the first day of the
month a delinquent taxpayer sold per-
sonal property subject to an agree-
ment that the buyer remit the pur-
chase price on the last day of the
month, a levy made on the buyer on
the 10th day of the month would
reach the amount due on the sale, al-
though the buyer need not satisfy the
levy by paying over the amount to the
district director until the last day of
the month. Similarly, a levy only

_reaches Eropertg in the possession of
the person Jevied upon at the time the

of a delinquent taxpayer is satisfie
the bank surrenders the amount of

evy is made. For example, a levy made

‘the taxpayer's balance at the time the
levy is made. The levy has no effgct
ugon an:z subsequent deposit made jp
the bank by the taxpayer. Subsequent.

eposits may be reached on Sub-.
sequ _on the bank.
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executive branches of government, even though they were
never given such powers under the Constitution. The
judiciary, in effect, makes law when it enforces its own
opinions (even when they conflict with the law) rather than
the law itself. The executive, in effect, makes law, when it
enforces its own regulations even when they too conflict
with the law. In many cases, neither court decisions nor
department regulations have any relation to any law passed
by Congress.

With respect to income taxes, both branches enforce
“laws” that don’t even exist. For example, there are no laws
that provide that anyone has to pay income taxes or file
income tax returns nor provide any punishment whatsoever
(either civil or criminal) because of such taxes. Yet people
are harrassed and have their assets seized by the Treasury
Department, are prosecuted by the Justice Department and
are fined and imprisoned by the judiciary all because of
income tax “laws.” Where, therefore, did these “laws”
come from?

In passing laws, Congress never fills in all of the details,
but leaves that up to the executive department charged with
their enforcement. For example, while Congress provided
for a notice and demand with respect to federal taxes, it
never stated the form number it should have or what specific
information it should contain. It left that up to the Treasury
Department to handle by Treasury Regulations.

“CASE” LAW

An understanding of the legal relationship between
statutory law and case law (i.e. court decisions), can be
derived from the following excerpt from Consumer Products
Safety v. GTE Sylvania 447 U.S. 102 (at page 108) in which
the Supreme Court, in explaining statutory construction
said:

We begin with the familiar canon of statutory con-
struction that the starting point for interpreting a
statute is the language of the statute itself. Absent a
clearly expressed legislative intention to the contrary,
the language must ordinarily be regarded as con-
clusive.

So, it is clear that ““case” law (court decisions) is supposed
to take a back seat to statutory law; especially the Supreme
Law of the Land—the United States Constitution. But in
actual practice case law does not take such a back seat!—
especially when the issues involve the expansion of federal
fiscal and monetary power. Here are but rwo such examples.

Charles Griffith brought an action in the United States
District Court of Ohio (Griffithv.C.I.R., 598 F. Supp. 405)
to prevent the IRS from seizing his assets (as it threatened to

do in his Final Notice) in order to collecta $500 penalty that
had been assessed against him for allegedly filing a false W-
4. As stated in the court decision;

According to plaintiff’s complaint, on September 3,
1982 the Internal Revenue Service (IRS) sent plaintiff
a letter claiming that his W-4 did not meet the require-
ments of the Internal Revenue Code Sect. 3402 and
informing him that his employer be directed to disre-
gard [notice the court did not say “ordered” to] the
W4 form and withhold monies from his paycheck as
if he were single and claiming one (1) withholding
allowance. By letter dated September 14, 1982 plain-
tiff informed the IRS of his reasons for completing
the W-4 in the alleged illegal manner. However
the IRS notified his employer to proceed withholding
as if plaintiff were single...and was assessed a penalty
of five hundred dollars ($500) under 26 U.S.C.
6682(a). (Emphasis added.)

Note that the court suggests that Griffith completed his
W-4 in an “allegedly illegal manner.” How exactly does one
complete a W4 in an “illegal manner”’? Did Griffith hit the
personnel clerk over the head with a hammer, strip her
clothes off and then complete his W-4 on her naked body?
And if it were completed in an ‘“‘allegedly illegal manner,”
why wasn’t he arrested? It is clear that Griffith’s W-4 did
“meet the requirements of Section 3402.” Griffith
obviously knew (as you now know) that he was not liable for
income taxes, and so probably claimed ‘“exempt” in
accordance with Section 3402(n) (see Chapter 8). Note that
the court states that the‘‘plaintiff informed the IRS of his
reasons for completing the form.” So why didn’t the court
state those reasons in its decision, since Section 6682 only
applies (Figure 2-1) when such reasons are not
“‘reasonable’’? But not only did the court refuse to consider
whether Griffith’s reasons were “‘reasonable,” it refused to
even mention them! I wonder why? Who, therefore,
decided that Griffith’s “reasons” were not “reasonable’’?
An IRS cleaning lady?

In finding against Griffith the Honorable Judge White
wrote:

Plaintiff’s claim that the manner of collection of the
penalty violates his Fifth Amendment rights is with-
out merit. He has attempted to show that the govern-
ment cannot prevail in the collection of the penalty
because to do so prior to a hearing would deprive him
of his Fifth Amendment constitutional rights. [Who
can argue with that!]. Case law dictates otherwise...
The power of the government to levy is essential to
the self assessment tax system because it encourages
voluntary compliance. [emphasis added.] '
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So the court, in deciding to allow the IRS to seize
Griffith’s property without any hearing whatsoever, admits
that it does so on the basis of what “case law dictates”—
never mind what the statute itself “‘dictates” or what the
Constitution ‘“dictates” (Section 6682 only allows the
penalty if there is no “reasonable basis” for the claim, which
the court here refuses to even consider.)

It should also be noted that in this case, Griffith
represented himself against the government. He
undoubtedly believed he could do so, since he was
convinced (and rightly so) that he had several statutes, the
Constitution and logic all on his side. But he learned (as we
all do so sooner or later), that these often do not count for
much in federal court. Incidentally, did you happen to get
the feeling when you read the above, that you were reading
something right out of Alice in Wonderland?

Clearly, Griffith's argument is not only “not without
merit”; it is legally correct. But federal judges can easily
dispatch such arguments by labeling them “frivolous” or

stating they are ‘““without merit.”
g they

The Overriding Power of Case “Law”

Paragraph 40.12[3] (Feb. 1987) captioned “Voluntariness
of Filing Income Tax Returns,” is part of an 85-page section
entitled “Tax Protesters” which appears in the Justice
Department’s Criminal Tax Manual. This paragraph
(quoted below in its entirety) is designed to help the
government prosecute and convict “tax protesters” who
claim that filing income tax returns is voluntary and not
mandatory.

Protesters commonly argue that the filing of income
tax returns is voluntary and not required. The circuit
courts have rejected this argument. “Every income
earner is required to file an income tax return.”
United States v. Pilcher, 672 F.2d 875, 877 (11th Cir.
1982), cert. denied, 459 U.S. 973 (1982). If the
taxpayer has received more than the statutory amount
of gross income, then he or she is obligated to file a
return. United States v. Richards, 723 F.2d 646, 648,
(8th Cir. 1983). See also United States v. Hurd, 549
F2d 118 (9th Cir. 1977). “Persons who meet the
requisite statutory definition are required to pay
income taxes.”” United States v. Tedder, 787 F2d 540,
542 (10th Cir. 1986).

That paragraph is loaded with legal disclaimers and
omissions that few would detect. For one thing, if the
Justice Department believes that filing is mandatory, why
didn’t it just cite the Code section that says so? If such
a section existed, why not just quote it, and forget all those
court decisions (case ‘“‘law”) which conclude nothing, since

there is not a Supreme Court case in the lot? So the Justice
Department cites no statute that makes filing mandatory,
but bases its entire claim merely on the fraudulent opinions
(case “law”) of ““circuit court” judges who allegedly claim
that it is!

Why are there no Supreme court cases cited, even though
in the last 25 years hundreds of appeals have been sentup to
that body on this very issue? Because the Supreme Court
knows what its decisions would have to be! So the Supreme
Court refuses to hear such appeals (cert. denied) so that
circuit courts can be free to break the law (and/or disregard
its Sullivan decision) in the manner illustrated above!

The last time the Supreme Court heard an appeal from an
illegal failure to file conviction was in 1928. At that time
(United States v. Sullivan, 274 U.S. 259), the Supreme court
authorized the filing of Fifth Amendment returns.
Approximately 35 years later, district courts deliberately
misinterpreted that decision and began throwing people in
jail (including myself) for relying on it—i.e. for filing Fifth
Amendment returns!

The reason that all of the above statements are fraudulent
is that none of them actually ever say that anyone is really
required to file an income tax return. But they all seek to
convey that false impression.

For example, in none of the above decisions is any court
quoted as saying, “anyone whose earnings (through wages,
dividends, interest, rents and similar items) is of a sufficient
amount, is required to file an income tax return,” since it is
only in this context, that individuals actually file!
Remember, the Supreme Court has already ruled that the
word ‘“‘income” as used in all tax statutes only means
corporate profits. Thus, by definition, no individual can have
“income’ within the meaning of the statute. Once this is
understood, it becomes clear how the above court decisions
are worded to deceive. For example:

1. since no individual incurs a corporate profit, no
individual can be the “‘income earner” to whom the
“required” as used in the first case, can apply.

2. Since no indrvidual receives ‘“more than the
statutory amount of gross income” no individual can
be the “taxpayer” who is “obligated” to “file” the
return referred to in the second case.

3. Since no individual falls within the category of
“persons” who supposedly ‘‘meet the requisite
statutory definition” of who and what constitutes a
“taxpayer’” within the meaning of the Code; there are
no individuals who ‘“are required to pay income taxes”
within the language used in the third case.

So, while none of the above cases actually state that



126

The Federal Mafia

individuals are required to file income tax returns, a copy of
that paragraph introduced as evidence in any tax evasion
trial involving the filing of an allegedly fraudulent return
should be more than enough to abort that trial!!

So that’s how the actual validity of “case” law contradicts
statute or the Constitution—or sometimes both.

The Lawfulness of Regulations

As far as the significance of regulations is concerned, the
following passages from H. Werter Manufacturing Company
v. United States, 458 F2d 1033, (at page 1033) should put
them in their proper perspective.

Because Congress has delegated to the Secretary
only the power to issue regulations for the
enforcement of the revenue laws, and because this
power is limited to carrying into effect the will of
Congress as expressed by the statutes, the express
words of the statute must control when they conflict
with the regulation. The Secretary may not broaden
or narrow the specific provisions of the revenue
laws. In 1967, this Court approved the observation of
the Eighth Circuit that “{t]jhe Commissioner has no
more power to add to the Act what he thinks Congress
may have overlooked than he has to supply what
Congress has deliberately omitted”, General Electric
Co. v. Burton, 372 ¥2d 108, 111 (6th Cir. 1967). 4
court may not enforce a regulation which is
plainly inconsistent with the revenue statute.
[Emphasis added and additional citings omitted.]

Where the provisions of an act are unambiguous,
and its direction specific, the Secretary of the
Treasury has no power to amend the statute by
regulations. Koshland v. Helvering, 298 U.S. 441,
447, 56 S.Ct. 767, 80 L.Ed. 1268 (1936). [emphasis
added]

Clearly this is what the Treasury has done with respect to
Regulation 301.6331-1 in violation of the above principle.
Since, where a Notice of Levy applies is “expressed by the
statute,” the Secretary has no authority to “amend the
statute” as was done by Regulation 301.6331-1. But in this
case, not only do federal courts knowingly allow the
Treasury Department to make law by regulation, they then
proceed to allow the Treasury to violate even their own
illegal regulations! Thus, federal lawlessness is carried to its
ultimate conclusion!®

THE IRS’ ILLEGAL USE
OF A “CONTINUOUS” LEVY

An important but little understood (by the public) aspect

of Notices of Levy is their inability to reach “after acquired
property.” This principle is covered in Sections 6331(b) and
(¢) (Figure 7-1).

After Acquired Property

Note that Section (b) states that “‘a levy shall extend only
to property possessed and obligations existing at the time
thereof.” Proceeding on the false assumption that private,
third parties can even be subject to Notices of Levy, Section
(b) means that third parties can only be required to
surrender to the government only those assets that are
immediately due and owing to the taxpayer. Note further
that in such cases no ““seizure’’ takes place. Third parties are
not required by law to give the government anything that
becomes due the “taxpayer” one second after the receipt
of aNotice of Levy. The Notice of Levy can only apply to
those ““obligations existing” and “possessed’” at the moment
the Notice is received. While an understanding of this
principle is really quite simple; IRS violations of it are
massive—yet easy to detect. However, my failure to do both
cost me $204,303.25 in 1983!

The government’s illegal use of a continuous levy is
its chief weapon in robbing the public. It is also its
principle means of reducing millions of normally law
abiding and honorable Americans into becoming nothing
more than despicable thieves and informers for the IRS.
The following examples are designed to thoroughly
familiarize you with this aspect of Notices of Levy, so that
the government (with the help of private, third parties) will
not be able to do to you what it did to me.®

Example Number One

Assume that Greb DeMonay walked into D. Linquent’s
bank at precisely 10:00 a.m. on January 31, and handed the
manager a Notice of Levy with respect to D. Linquent’s
account. Let’s further suppose that D. Linquent had
$169.72 in that account, all the money to his name. Greb can
only leave the bank with that amount. Suppose that while
Greb was waiting around for the bank to give him a check,
D. Linquent, not knowing that this was happening, walks
into the bank and deposits another $25.00 to his account.
Suppose that Greb, seeing D. Linquent at the teller’s
window, concludes that he indeed made another deposit.
Could Greb tell the bank to make its check for an amount
(let’s assume that D. Linquent deposited cash) that
included that last deposit? Well, he could “tel}”” them, but if
the bank complied, it would have conspired (and maybe
unknowingly) to steal that $25.00. Since that deposit
represented after acquired property, it would have required
another subsequent Notice to reach it. To get that $25.00
Greb would have to go back to his car where he might keep
his supply of Notices and write up a new one to cover that
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$25.00. During this time, of course, D. Linquent would
have time to withdraw his $25.00 to prevent it from falling
into the hands of the IRS. However, let us suppose that D.
Linquent, being in a hurry and not knowing that any of this
was going on, simply deposits his money and leaves the
bank. Suppose that Greb had inadvertently left all of his
Notices at the office and feared that before he could get back
with another one, a check might be presented for payment
that could eat up that last deposit. So he tells the bank that
this last deposit is indeed covered by the Notice previously
presented, and that the bank would be liable to the
government for its loss if it were not immediately handed
over. In this situation, most bank managers would probably
vield to such intimidation and would turn over all the
money. Obviously the bank’s manager is more fearful of an
IRS audit than a small depositor. If he thought about it, he
might say to himself, “Is D. Linquent really going to sue the
bank for $25.00, when we only turned over the funds
standing to his account (which we were required to do), on
the very day the Notice of Levy was presented? I mean, is
anybody really going to check the specific time everything
happened?

So now Greb walks out of the bank with another $25.00
that under the law he was not entitled to get! So what if he
got it on the basis of giving out false information combined
with a little intimidation (i.e. extortion)? Under the law, he
is allowed to seize property “by any means,” and this
presumably means fraud, trickery, and intimidation. And
the Notice of Levy was designed to do that job!

Example Number Two

An old West Coast friend of D. Linquent’s, .M. Noble,
had himself, on many occasions, been helped by D.
Linquent. Suppose, hearing of D. Linquent’s financial
problems, Noble decides to repay these past favors. He
decides to suprise D. Linquent by wiring $10,000 right into
D. Linquent’s account just as D. Linquent had, on more
than one occasion, wired him money when he needed it.
Suppose Noble’s $10,000 is received by the bank the next
day and accordingly is put into D. Linquent’s account. The
Notice of Levy received by the bank the day before would
not apply to these funds. The actual legal significance of the
Notice of Levy to those funds is, as if that Notice had never
been received. Greb would have to beat D. Linquent to the
bank with a new Notice (pursuant to Section 6331[c]) in
order to swindle him out of this $10,000. But D. Linquent
has no idea that the funds are there. In my view, if the bank
did not immediately call D. Linquent, and (1) inform him of
that, and (2) advise him that it would be wise for him to
withdraw the funds before the IRS presented the bank with
a new Notice of Levy, the bank, at least in the first instance
(and perhaps in the second too), would have violated a
fiduciary obligation owed its client.

Remember the bank (as any third party) is under no
obligation to help the government steal depositor’s (nor
anyone else’s money). Its maximum obligation under both
the law and regulation is simply to hand over to the
government whatever property it might have at the instant it
receives the Notice of Levy—and nothing more! At the same
time, it has a substantial legal basis [if not a fiduciary
obligation] to refuse to hand over any property at all
without a court order!

In all matters, the bank has a contractual fiduciary
obligation, to preserve for its client the funds entrusted to its
care—as long as it can do this without breaking any laws.
And there is no law (though the public might think
otherwise) that says a bank (or anybody else) can’t
immediately mail out funds for the admitted purpose of
trying to prevent their seizure by the IRS!—or by making a
phone call that ““you had better come and get your money
before the IRS does!”” Naturally, such action could not be
done once the Notice of Levy is received. But, in my view,
any fiduciary who did nor act in that manner when ke had the
opportunity, would have violated a contractual fiduciary
responsibility and should, accordingly, be held accountable
for any resulting Joss to his principle.

Let’s suppose that D. Linquent, not being informed by
the bank that these funds had arrived, makes no attempt to
withdraw them. Let’s further supose that Greb, while at
that bank on some other matter, discovers that D.
Linquent’s account now holds $10,000. He runs out to his
car and prepares a new Notice of Levy which he gives to the
bank. Whereupon the bank, obediently and in short order,
hands him a check covering those funds.

If such a scenario occurred, in my view, the bank would
be liable on two grounds—for not notifying D. Linquent
initially, and for its negligence in allowing Greb to discover
that such funds were in D. Linquent’s account.

For Greb to legally obtain such information, he would
have had to subpoena it from the bank pursuant toa Section
7602 IRS summons (Chapter 9), which D. Linquent would
have had an opportunity to quash. The bank by negligently
allowing such information to leak out without either a court
subpoena or an IRS summons, would be, I’m sure, in
violation of the banking laws, as well as having violated D.
Linquent’s rights under the Code. But there is no doubt that
banks as well as other fiduciary third parties, do give out
such information to the IRS all the time—out of fear and/or
to curry its favor, to the detriment of those whose assets they
hold in trust. This is reason enough why such Notices
cannot be applicable to the public—and why, under the law,
they aren’t applicable anyway!

But shouldn’t third parties who respond to such fraud,
trickery and intimidation be held accountable for property
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they turn over to the IRS, when, under the law and
regulation (as you will soon see) they are not required to do
so; and when, what they turn over, generally involves
property that, when under the laws of contract and agency
they have a fiduciary obligation to protect?!°

Example Number Three

Suppose the bank, (or other third party) not fully
understanding its responsibilities upon receiving a Notice of
Levy, holds off doing anything until it can clarify its
responsibility with legal counsel. Let’s further suppose that
by the time the bank hears from its counsel (who informs the
bank that it is required to turn over D. Linquent’s funds to
the IRS) the additional $10,000 arrives and the bank puts a
hold on that too. Suppose the bank, being informed by
counsel that it is required to turn over all of D. Linquent’s
funds, does so without making any distinction between the
money held before or after the Notice was received, and so
turns over all the funds to the IRS. Obviously, in any
subsequent lawsuit against the bank, D. Linquent would be
entitled to recover the $10,000, plus interest, plus costs and
perhaps damages resulting from his not having the $10,000
available. The bank, if it had used outside counsel, might
possibly recover from them the losses it sustained as a result
of counsel’s negligence in not making these distinctions
known.

Example Number Four

Let’s now assume that I.M. Noble, instead of trying to
surprise D. Linquent, calls him immediately after he wires
the funds to assure him that help is on its way. Suppose that
D. Linquent, realizing the danger to his money, gets up
bright and early the next day and runs to the bank to await
its arrival. Suppose further that the bank itself was having
problems with the IRS over some deductions it had taken on
some prior returns which were then under audit. Further
assume that to win points with the IRS, the bank’s manager,
Ima Snitcher, calls Greb and tells him about the new money
now in D. Linquent’s account, while also reminding Greb
of the bank’s current problems with the IRS. Let’s further
assume that in that conversation, Snitcher gives every
indication of being fully cognizant of the fact that the bank
was under no obligation to turn any of this money over to the
IRS, since it was never presented with any Notice that could
reach it. Let’s cut in on this conversation when Ima is
saying...

“Look, D. Linquent is at the bank right now and insisting
that we give him his money, but we can stall under some

pretext until you get over here with a new Notice, okay?”

“Be there as soon as I can,” Greb replies.

““And you will mention this to Frank N. Stein who is now
y
auditing us, won’t you?”, Snitcher queries.

“I’1l arrange to have lunch with him tomorrow,” assures
Greb. So in this manner Ima Snitcher and Greb DeMonay
steal all of D. Linquent’s money, since they both have
something to gain from this conspiracy.

Obviously, if D. Linquent could prove that the above
conversation took place, not only would he be entitled to get
back his $10,000 plus costs and interest and substantial
punitive damages, but Snitcher and DeMonay would be
eligible to be indicted (under a number of state and federal
criminal statutes) for embezzlement and other crimes.

After Greb shows up at the bank with that new Notice,
and Snitcher sorrowfully explains to D. Linquent that
under the circumstances the bank has no choice but to turn
over the $10,000 to him, what can D. Linquent do besides
tear his hair out? Sue the bank? Sue the government? First
of all, before he could sue the government he would first
have to make application for a refund. (See Chapter 10). But
before he could do that he would first have to pay up all the
money the government claims is owed for the year or years
in question. Let’s suppose that for the year at issue, the
government claims that D. Linquent owes it $16,789.36—
$483 in taxes and $16,306.36 in added penalties and interest.
Since the government got only $679 for his car and $53.00
for a pair of andirons and a portable TV that were in the
trunk, this only comes to $10,732 which still leaves a balance
of $5,574.36 he would have to pay before he could claim a
refund and then sue if his refund claim were denied. He
could sue the bank, but how would he know that he was
hiring a lawyer who knew what he was doing. And how
would he prove his case? He has no proof that the
conversation between Greb and Ima ever took place.
Besides where would he get the money to pay a lawyer. He
still has some family heirlooms, but because of sentimental
value he refuses to part with them. Though actually broke,
he still can’t make a deal with the IRS. Besides if he sued the
bank, chances are it would be thrown out of court by some
federal judge who would rule that the bank had no choice,
under the law, but to turn over his money to the
government.

There is no doubt that situations containing one or more
or all of the above elements occur every day in America
between the IRS, third parties and a victimized public. My
experience was somewhat similar to that portrayed in the
last example. In my case a major U.S. corporation conspired
openly with the IRS (but unlike D. Linquent, I have the
actual proof) to rob me of $204,303.25. In stealing this
money from me, this corporation violated our contract and
the assurances it had given me to my financial detriment.
Also, two federal courts protected this corporate scoundrel
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from having to make financial restitution to me. Before we
examine the facts in my case, please verify for yourself that
TreasuryRegulation 301.6331 -1(a) excludes continuous levies
{(Figure 7-15 p123)in the manner I have just described.

STEALING MONEY FOR UNCLE SAM

On April 29, 1982 I contracted with Simon & Schuster, a
division of Gulf & Western Corporation, one of the nation’s
largest publishers, to take over the distribution of How
Anyone Can Stop Paying Income Taxes. That book, which
was released on February 2, 1982, sold out its first printing
of 30,000 copies in nine weeks and became a national best
seller before Simon & Schuster (S & S) ever took over its
distribution.

For distributing the book (largely through book stores,
since Freedom Books continued making mail order sales
directly to the public), S & S was to receive 25 percent of
gross receipts and was to turn the rest over to me. However,
before S & S determined the amount actually due, the
receipts were to be subject to a discount formula, designed
to protect S & S from book returns. An example of how this
worked is shown in Figure 7-16. In return, I was responsible
for supplying all the books and paying all promotional
expenses. This included substantial outlays for such things
as advertising, publicity agents and the expense involved in
media tours.

A fairly comprehensive account of the swindle
perpetrated by S & S in cooperation with the government is
provided in letter (Figure 7-17) sent by S & S’s Assistant
General Counsel Karen R. Mayer, to Robert Percy, Esq.,
District Counsel of the IRS on November 28, 1983. Figure
7-18 will verify that during this period, S & S only received
three Notices of Levy; one on May 23, one on December 2
and the last one, on December 27.

As noted in paragraphs 2 and 3 of that letter, on May 3,
1983 I transferred my interest in my contract with S & S, to
Howy Murzin who co-authored the book. So, when S & S
received its first Notice of Levy on May 23, 1983, they owed
me nothing as of that date. This would have been true even if
I hadn’t transferred my interest toMr. Murzin. Because S& S
paid me on a monthly basis, and as of that date S & S was
current, they owed me nothing. The next “determination”
of monies due me (actually due Mr. Murzin) would not have
occurred until May 31 (the last day of the month) and that
amount would have been paid to Mr. Murzin the following
week.

So, on the date that S & S received the Notice of Levy, no
money was owed to either Mr. Murzin or myself, regardless
of whether or not I had assigned away my interest.
Assuming that I had never assigned my interest, it would
still have been possible for S & S to continue making

FIGURE 7-16 SIMON & SCHUSTER
DISTRIBUTION AGREEMENT
FREEDOM BOOKS
ACCOUNTING REPORT MONTH OF MARCH 1983
HOW ANYONE CAN STOP PAYING INCOME TAX
SALES RETURNS NET SALES
UNITS DOLLARS UNITS DOLLARS UNITS DOLLARS
46082 6,385 $36,802 1,134 $6,378 5,251 $30,424.00
30374 - - 17 (3 (17.00)
6,385 36,802 1,137 6,395 5,248 30,407.00
Less: Distribution Fee - 25% Net Sales ($30,424.00) 7,606.00
Returns & Handling Fee @.10¢ per copy (1,137) 113.70
Promotional Copies @ .10¢ per copy .20
Unreimbursed Transportation -0-
Advertising & Promotion Publicity -0~
Stickering @ .03 per copy -0-
Reserve for Returns - 35% Gross ($36,802.00 12,880.70 20,600.60
Balance 9,806.40
90 Days Due 60% 6/30/83 5,883.84
30 Days Due 20% 7/31/83 1,961.28
30 Days bue 20% 8/31/83 1,961.28
$9,806.40
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uninterrupted monthly payments to me even in the face of a
barrage of IRS Notices. This assumes, however, that I was
dealing with a reliable and honorable firm, which, as events
will show, Simon and Schuster is not. This could have been
accomplished in a number of ways. For example: after
truthfully telling the IRS that they were holding no money
of mine on May 23, 1983, S & S could have wired me the
money that became due on May 31, 1983, since those funds
would not have been covered by the Notice they received on
May 23.

What S & S Should Have Done

In order for S & S to have been ““required” to turn over
any of this money, they would have had to receive a new
Notice between the time they “determined” what they
owed me (i.e., when the amount due became “fixed and
determinable” pursuant to Treas. Reg. 301.6331-1(a)[1])
and when they wired me those funds. The time involved
could have been reduced to minutes if not seconds. Or S & S
could have arranged to have a sufficient amount of cash on

Date

May 18, 1983
May 18, 1983
May 18, 1983
May 18, 1983
May 18, 1983
May 18, 1983

May 18, 1983
May 18, 1983
May 18, 1983
May 23, 1983
May 23, 1983
December 2, 1983
December 27, 1983

attached Certificate of Service.

By:

6,/0292-C

FIGURE 7-18 -

3. The United States is producing copies of the following
Notices of Levy which were used in aid of its efforts to collect
the tax liability of Irwin A. Schiff for the years ending December 31,

1976, December 31, 1977, and December 31, 1978.

Levy Source

Confederation Life Association
Bankers National Life Ins. Co.
United Life Accident Ins. Co.
Security Connecticut Life
National Benefit Life
Connecticut Casualty Co.

a/k/a CNA Insurance
Massachusetts Mutual Life
Travelers Insurance Co.

The 0Old Security Life Ins. Co.
Simon & Schuster

American National Bank

Simon & Schuster

Simon & Schuster

Production of the foregoing documents is being accomplished

by mailing copies thereof to the plaintiff as indicated on the

STANLEY A. TWARDY, JR.
United States Attorney

JEREMIAH F. DONOVAN
Assistant United States Attorney

Qebrh O 1o fond)
DEBORAH S. MELAND '/ -
Trial Attorney, Tax Division
U.S. Department of Justice

Post Office Box 55

Ben Franklin Station
Washington, D.C. 20044
Telephone: (FTS/202) 724-6549
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hand when it “determined” the amount owed me, and saw
to it that it was immediately handed over to me personally
(while I stood next to the calculator), or to a messenger sent
by me. Even if a Notice of Levy did manage to slip through
(which would have been near impossible) it still could only
have affected one month’s payment.

S & S would have been under no obligation to explain to
the IRS when or how its “liability” to me became ““fixed and
determinable” or on what basis it was discharging that
liability. All S & S was required to do, under the law,
(hypothetically, of course) was to hand over to the
government any money due me after the amount had been
“determined” and before it was paid out—assuming it
received a Notice of Levy in the interim. That’s all they had
to do under the “law”, and nothing more. Now that you see
how an honorable firm might have handled it, let’s see what
Simon and Schuster did.

You will note (as explained in paragraphs 2 and 3 of S &
S’s letter of November 28), that S & S’s General Counsel,
Alexander Gigante, correctly informed the IRS on June 6,
1983 that S & S “held no property of Mr. Schiff at the time
we were served with the Notice.” That, of course, should
have ended the matter right then and there. Not only had
S & S not made any “determination’ as to what they might
have owed me as of that date, but they also had in their
possession an “‘effective assignment” of my interest. S & S
had no legal obligation to question that assignment, and
the law imposed no obligation (nor could it)on S & Sto do
s0. That's all they had to tell the government. Case closed.

S & S should have simply continued making monthly
payments pursuant to the terms of our contract and my
assignment of that contract to Mr. Murzin. If the
government believed that a fraudulent transfer had taken
place to avoid the payment of income taxes, it was free under
the law to proceed against Mr. Murzin or myself or both of
us—but that was not a concern of S & S. It was now safely
out of the picture.

But instead of honoring the terms of our contract and the
assignment they had determined was “effective,” S & S sent
instead, the letter shown in Figure 7-19 to Mr. Murzin.
Note that S & S wanted Mr. Murzin to “secure an
indemnity bond or an irrevocable letter of credit.”” For what
purpose? S & S, as of that date, had absolutely nothing at
risk. The Notice they received had nothing to do with what
it might owe Howy Murzin, only me. Clearly the IRS
Notice posed no problem that required such a costly bond or
letter from Howy. But even if there had been some
exposure, it would only have been for an amount coming
due between May 1 and May 23. So, what was the $100,000
supposed to protect? Apparently S & S wanted protection

with respect to possible future payments. But, no Notice of
Levy or payments pursuant to such Notices had ever been
received or made! So S & S’s high-powered legal depart-
ment wanted Howy to purchase a very costly indemnity
bond which, at that point, could only have “indemnified”
them against nothing! Since my relations wth S & S had
always been good, and since we were even talking about
their distributing or publishing a few other books of mine, I
allowed such considerations to cloud my thinking
concerning the need for such a bond and/or letter of credit.
Despite my doubts, Howy and I actually tried to get the
bond or the letter of credit. However, we found that neither
was available to cover such a contingency, and even if there
were, the cost of such would have been prohibitive.

FIGURE 7-19

Simon&Schuster

Karen R Mayer
Assistant General Counset

June 7, 1983

Mr. Howy Murzin
1153 SW First Way
Deerfield Beach, FL 33441

RE: HOW ANYONE CAN STOP PAYING INCOME TAXES
By Irwin Schiff with Howy Murzin

Dear Mr. Murzin:

As you are no doubt aware, Mr. Schiff has notified us
that he has assigned his right to receive distribution fees
in connection with the above book to you. A copy of the
notice is enclosed. (We are still waiting to receive a
replacement notice that corrects certain inadvertent errors
in the original.) Since the execution of this notice, we
have been served with a Notice of Levy for Mr. Schiff by the
IRS.

Please be advised that we will not make any payments to
you under the asssignment referred to in the enclosed notice
unless and until you provide us with a complete indemnification
and an indemnity bond or letter of credit as provided below.

Your signature in the space below shall confirm your
agreement to indemnify Simon & Schuster, Inc., its parent,
affiliates, subsidiaries or divisions against any tax,
interest or penalties which Simon & Schuster, Inc., its
parent, affiliates, subsidiaries or divisions might be
responsikble for as a result of payments made to you pursuant
to the enclosed notice or any similar notice.

To secure your obligation hereunder, you shall within
10 business days hereof obtain an indemnity bond or an
irrevocable letter of credit in the amount of $100,000 in
favor of Simon & Schuster, Inc. We shall have the right to
approve the terms and conditions of the indemnity bond or
letter of credit. We shall have the additional right in our
sole discretion to require an increase in the amount of the
indemnity bond or letter of credit and to withhold future
payments until such increased bond or letter has been secured

to our satisfaction.

I look forward to receiving an executed copy of this
letter at your earliest convenience.

Sincerely,

Wi Moy

AGREED AND ACCEPTED:

Howy Murzin

enc.
cc: Irwin Schiff
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How Is The Public To Know?

At this point, you must understand, dear reader, that you
know far more about Notices of Levy than I did in the
summer of 1983. So, while all of this undoubtedly seems
rather cut and dried to you—as indeed it is, in the summer of
1983 this was still new to me and I did not have anyone to
explain it to me as I have explained it to you. At that time I
was also laboring under the ludicrous belief that all of the
lawyers involved in this matter, including my own, actually
knew what they were doing. Naturally, when the fancy legal
department of a multi-million dollar corporation tells you
that in this situation, it needs a $100,000 indemnity bond,
and when your own lawyer doesn’t tell you differently, you
think, maybe there’s something to it.

In my own defense I should also point out that, at that
time, practically all of my concentration was directed
toward trying to finish two books that I wanted to getoutin
time for the forthcoming tax season, now only five months
away. (I succeeded with The Social Security Swindle which
came out in January 1983). I was alsoengaged in writing and
publishing the 16 page Schiff Report, which came out eight
times a year, not to mention overseeing an insurance
business and promoting my other three books. Given this
schedule, I didn’t really devote as much time as I should
have to analyzing the situation with S & S. Another
disarming factor was S & S’s assurance that they would not
turn over any money to the IRS without a court order.
Based on that, I did not feel that I was in any immediate
danger of losing that money.

While my primary assumption at that time, as to why S &
S was not legally required to turn over any money, was
based on my recognition of the Notice’s fraudulent
character; federal courts still treated the document as if it
were legitimate. And since “establishment lawyers” are
more concerned with what courts say than what the law does,
my representations to S & S along these lines were less than
totally persuasive. Still, I made some impactsince S & S did
not initially turn over any money to the IRS—but they
weren’t turning over any money to me either. In
retrospect, I believe I would have had more success with S &
S if I had merely concentrated on Code Sections 6331(b)
and (c) rather than on (a). However, because I saw the very
regulation that would have clarified this as being fraudulent,
I didn’t even bother reading beyond Note A! This
regulation would have clearly explained to S & S’s legal
department why it could have ignored the Notice of Levy—
even if it were valid—on other grounds. But, because of the
newness of this subject to me, my work load, and my
reliance on what lawyers around me were saying, I didn’t see
the situation with the same clarity with which I perceive it
now. And few laymen, I suspect, would have seen it any
differently.

Worthless Assurances From S & S

Karen Mayer, S & S’s Assistant General Counsel,
continued to assure me that all monies due either Howy or
myself would be placed in a segregated, interest-bearing
account, pending a determination by a court. I was told,
on more than one occasion, that the IRS had been apprised
of S & S’s determination to do nothing without a court
order, and that the IRS had accepted this position. How
could the IRS have done otherwise, since this is exactly
what is stated in its Legal Reference Guide (paragraph 334.2)?

Written confirmation of these assurances can be found in
letters sent by Miss Mayer to the IRS on July 13, 1983
(Figure 7-20), in a letter to me on August 24, 1983 (Figure 7-
21), in a letter from the IRS to S & S dated October 6, 1983
(Figure 7-22), and in a letter S & S sent to my lawyer on
October 19, 1983 (Figure 7-23). The IRS’ letter of October
6 indicates that the IRS had absolutely no expectation of
getting any money from S & S without a court order and that
S & S was in no danger of incurring any penalties for taking
that position. This understanding by S & S is clearly
reflected in their letter to James Holmberg on July 13 and as
confirmed in paragraph 7 of their letter to the IRS on
November 28.

Thus it is crystal clear that as late as November 28, 1983,
some six months after it first received the Notice of Levy
and four months after getting a “Final Demand,” S & S
knew they were under no legal order to turn over any funds
to the IRS. This overlooks the five months of receipts that
they were still holding (all examples of after acquired
property) that they could have turned over to me, pursuant
to Sections 6331(b) and (c), without any fear whatsoever.
So, all subsequent claims made by S & S in connection with
my eventual lawsuit, that they were required to turn over
$204,000.00 to the government,were pure rubbish.

A DUMB MOVE

Because neither Mr. Murzin nor myself were getting any
money from immediate book store sales (since all such
receipts were now being held by S & S), we decided to
terminate our contract with them and distribute the book
ourselves. Also, relying on S & S’s word to await a court
order, and, believing that I was in a better position to handle
such litigation than was Mr. Murzin, he assigned his
interest back to me! This shows you how much faith we had
in our legal position! We were so convinced that in any court
suit we could prove that (1) I was not liable for any income
taxes, and (2) the Notice of Levy was not compellingon S &
S, that we were willing to put the entire amount on the line
by placing it back in my name even in the face of the IRS’
threat! We did this only because we had been assured by
Simon and Schuster that it would only turn over the money to
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the IRS pursuant to a court determination! That shows you
how incredibly naive (or stupid) we were. We actually
believed we could trust Simon and Schuster—and/or get tax
justice in a federal court. Unfolding events proved us wrong
on both counts.

S & S Changes Its Position

It is amazing the change that came over S & S once it
ceased making money on our book. Suddenly it believed
that it was not only obligated to turn over all our money to
the government without a court order but that it was further
obligated to give the government complete details
concerning how and when this money would become due
and payable! Note that paragraph 9 (Figure 7-17) referstoa
conversation that took place approximately three weeks
after we terminated our distribution agreement. I don’t
know what else was said in that conversation, but S & S was
obviously agreeable to helping the government steal all of
our money.

Note paragraph 10(d) in which Miss Mayer states, “atthe
present time, $48,988.37 remains unpaid on Mr. Schiff’s
account.” All of this, of course, became payable afrer the
Notice of Levy was received and was thus payable to me as of
the date of her letter. Incredibly, Miss Mayer even admits
this, (paragraph 10(b)) “this amount [$8,513.53] became
payable on May 31, 1983” or 8 days after the Notice was
received! As you can see, every bit of that $48,988.37 had
been “determined’ as becoming due either on May 31, 1983
or later! Thus, based upon this very admission, S & S was
contractually obligated to send that entire $48,988.37 to Mr.
Murzin or myself. But, S & S was determined to steal this
money in order to curry favor with the IRS. This is made plain
in the second paragraph. Here, Stmon and Schuster’s thievery
is openly admitted. Its culpability can not even be
disputed.

LARCENY—CLEAR CUT!

Also note paragraph 10(e) in which Miss Mayer admits
that the reserve I had been complaining about was indeed too
high. 1t should have been lowered and the funds released to
me. Note that S & S had an option to “determine” when to
release those funds. Any reputable firm would have
exercised that option only when no Notice of Levy was
applicable, and would have immediately dispatched the
money to me. But not an untrustworthy and disreputable
company like Simon and Schuster. They went so far as to ask
the IRS to send them a new Notice to cover the reserve that
would be released! (last paragraph S & S letter of December
22, 1983 (Figure 7-24). That paragraph alone contains
enough information (especially when combined with other
admissions) to have earned for both Robert Percy and
Karen Mayer, indictments for conspiring to embezzle.

Further note the revealing comments contained in
paragraph 10(f) (Figure 7-17). This paragraph reveals that it
had been S & S’s ““concern’ not to ‘‘extend monies earned”
after “the Notice of Levy served on May 23, 1983” and that
the IRS had ““taken a different view.” This indicates that S
& S realized that they were considering turning over our
funds in violation of Sections 6303(b) and (c), but what is
also extremely revealing is their comment about the IRS
taking “a different view.”

Here is concrete proof that the IRS knowingly tries to
intimidate third parties into handing over property in
violation of Code sections 6331(b) and (c)! And, if the IRS
attempts this when they are dealing with supposedly
sophisticated in-house counsel of a major corporation, you
can imagine the extortion they practice when they deal with
lay members of the public!

So, instead of protecting assets which Simon and
Schuster was contractually and morally obligated to do and
paying them out to their rightful owners, S & S elected
instead to protect them for the benefit of the government!
(third paragraph, at Note A). Pursuant to what law did S & S
think they had such an obligation? Such is the power of the
IRS to make major U.S. corporations bow, bend, grovel and
scrape—literally turning them into common thieves and
hoods. This illustrates why the IRS wmust not be
permitted to go after assets in the hands of third
parties without bona fide court orders. Third parties
are simply too prone to turn over assets (which don’t
belong to them but which have been entrusted to their care)
to the IRS even when thev know they don’t have to, simply
because they are fearful of the IRS due to their own tax
vulnerability. This is why the term “Gestapo® appropriately
describes the IRS. It is continually exerting illegal pressure
for the benefit of the government! How ludicrous can a
situation be?!!

Shortly after their letter of November 28, on December 2,
1982, S & S got their second Notice of Levy. On December
22, in violation of all their promises to me and Howy (on
which we had relied), S & S turned over $34,974 to the IRS
even though it had received no court order to do so, and
when all such funds were clearly payable to either Howy or
myself before S & S got its second notice. This is admitted in
paragraphs 1 and 2 of that letter (Fig. 7-24). In the next
paragraph S & S even admits that it intends to make
payment of funds to the IRS “‘that would otherwise have
fallen due to the taxpayer.” Such is the power of the IRS to
turn people, who perceive of themselves as being law
abiding, upright and honorable, into downright thieves!
Miss Mayer even tells the IRS thatshe intends to send them
“a schedule indicating the amounts and dates of payments.”
Did Simon and Schuster have a tax problem that Miss
Mayer was trying to solve with my money?
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Note that in the fifth paragraph of that letter Miss Mayer
states that S & S had “determined” that what they were
holding “against future returns...should be reduced from
35% to 12-1/2% and that such a determination was made
“following the December 2 service of the Notice of Levy.”
So, admittedly, on the date that “‘determination” was made,
that money belonged to me and not to the government! And,
it should have been sent to me as called for by our contract!

This admission also proves that Simon and Schuster
realized that they could not include this amount in the check
sent to the IRS on December 22, 1983—since it was not
subject to any Notice of Levy received before the
“determination’ was made. If they believed that they had
such an obligation, they would have included that amount in
the check sent on December 22. Miss Mayer even
acknowledges this in her final paragraph wherein she says,
“Because the determination to release this reserve was made
after the service of the Notice of Levy, we are unable
to release this money to the IRS at this time.” If the
“money”’ could not have been released to the IRS “‘at(that)
time” it means that the money was obviously mine and not
theirs or the IRS’— and should have been released to
me!

On the basis of this letter, if not on the basis of the letter of
November 22 alone, my lawyer, who, at this time, was
supposedly handling all of these matters for me, should have
filed a restraining order to prevent S & S from turning over
any more money. He should also have filed a restraining
order as well, to enjoin them from giving the IRS any
information in the absence of an IRS summons (pursuant to
Section 7602) which I would have had an opportunity to
quash. But, this is how the public is served by lawyers who
generally don’t know what they are doing when it comes to
income taxes—and the IRS takes full advantage of this. On
December 27, acting upon the information supplied to the
IRS by Karen Mayer in her letter of December 22 (which
actually requested a new Notice), the IRS sent S & S their
third and final Notice. On December 30, 1983, in reponse to
that Notice, Karen Mayer sent the government another
$98,365 (Figure 7-25). Thus, on that date, Karen R. Mayer,
acting for Simon & Schuster, openly embezzled another
$98,365 from me on behalf of Uncle Sam.

TALK ABOUT HANDING OVER
AFTER ACQUIRED PROPERTY!

On January 18, 1984 Miss Mayer, after keeping the IRS
informed, sent them the letter shown in Figure 7-26.

On January 18, 1984 Miss Mayer sent the government a
check for $14,031.

On February 28, 1984 Miss Mayer sent the IRS another

check for $4,670.

On April 11, 1984 Miss Mayer sent the IRS another
check for $4,078.

And on May 15, 1984 Miss Mayer sent the IRS its final
check in the amount of $46,185.25, together with a final
statement covering my account (Figure 7-27 A & B).

Obviously all four payments represented after acquired
property and represented additional amounts embezzled
from me by Miss Mayer acting on behalf of S & S. Itshould
be noted (as shown in their final statement) that Simon and
Schuster earned $99,341 for distributing my book for 15
months. The $15,005.94 shown for ‘“Advertising &
Promotion’ was what I had reimbursed S & S. This does

FIGURE 7-24
Simon&Schuster

REGISTERED EXPRESS MAIL et Gemeral Coursel
RETURN RECEIPT REQUESTED December 22, 1983

Robert Percy, Esq.
District Counsel
Internal Revenue Service
Cotter Federal Building
135 High Street

Room 259

Hartford, CT 06103

RE: IRWIN SCHIFF
Dear Mr. Percy:

In response to the Final Demand served upon Simon &
Schuster, Inc. on December 16, 1983, please find enclosed a
check payable to the Internal Revenue Service in the amount
of $34,974. This amount consists of:

1. $30,507 representing amounts attributable to sales

prior to service of the Notice of Levy (December 2, 1983)
and payable prior to the Levy; an

2. $4,467 representing a partial release of the reserve
for returns which was made in May 1983 but was unpaid.

Please note that there is an additional $18,482 which

is attributable to sales made prior to service of the Levy

but ‘which, pursuant to the terms of our distribution agreement
with Irwin Schiff d/b/a Freedom Books dated as of April 29,
1982, is not payable until after service of the Levy. ;¥e_
intend to Eai this amount to the IRS as it would otherwise

ave fallen due to the taxpayer. Within the next week or so,

T will send you a schedule indicating the amounts and dates
of payment.

Please be advised that following the December 2 service
of the Notice of Levy, we determined that the reserve that
we have been holding against future returns on Mr. Schiff's
account should be reduced from 35% to 12k%. This determination
was made on the basis of actual returns experience and in
response to repeated requests from Mr. Schiff. Accordingly,
we have authorized the release of $103,365 from the $152,157
reserve that we have been holding (the latter figure represents
the $156,624 reserve we had been holding minus the $4,467
release of the reserve enclosed with this letter). Of the
$103,365 release of reserve, $98,365 is currently due.
However,|because the determination to release this reserve 1
M&J.waféﬂ.%ﬂ *
tnable to release this mone¥ to _the IRS at this time. Please
note that of the remaining ,792 reserve that we will be
holding, $5,000 will be payable over the next five months.
The remaining balance of $48,792 will be netted out against
future returns at the time of the final accounting, pursuant
to the terms of paragraph 5(b) of the distribution agreement.
This final accounting will take place on May 1, 1984.

Sincerely,

4
/ﬁ«,{/\/v //’/@:,/6\_/
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not take into account approximately $50,000 I directly spent
in these areas, nor the cost to me of writing and
publishing the 67,482 copies that S & S sold. Toearnits
$99,341, Simon & Schuster paid me $65,312 and
patriotically stole another $204,303.25 from me, for the
benefit of Uncle Sam.

I SUE

On January 5, 1984 my attorney sued Roscoe L. Egger,
Jr., Commissioner of the Internal Revenue; Donald Regan,
Secretary of the Treasury; James R. Quinn, District
Director—IRS Connecticut; James Holmberg, IRS
Revenue Officer, and Simon & Schuster. Discovering later
that the suit against these federal employees was premature,
they were subsequently dropped as defendants.

As against S & S, my attorney initialy raised the following
issues in his complaint:

1. That pursuant to an agreement S & S was given
an “‘exclusive right” to distribute my book.

2. That pursuant to that agreement S & S had
agreed to distribute my book ““throughout the United

States” and collect the proceeds for my benefit “after
deducting its fees, charges and expenses.”

3. That it had on May 26, 1983 received a Notice of
Levy which was made “pursuant to an illegal and
fraudulent deficiency assessment.”

4. That I had notified Simon & Schuster that said
“Notice of Levy was illegal, fraudulent and unconsti-
tutional as applied to [me]” and that Simon &
Schuster, “agreed to hold all funds due [me] in an
interest bearing account and not release the funds to
the Internal Revenue Service without a court order.”

5. That I had “relied upon such agreement to [my]
detriment.”

6. That despite such an agreement, S & S had “on
or about December 22, 1983 released $34,974.00” to
the IRS and “thereafter released a further sum of
approximately $99,000.”

7. That the money owed to me was released without
prior notice to me and without my ““permission or
consent and without a court order.”

8. That the actions of S & S constituted “‘a fraud
practiced upon the plaintiff.”

9. The actions of S & S constituted “a breach of
its agreement with the plaintiff.”
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Other issues, such as conspiracy to deprive me of certain
constitutional rights was incorporated by reference.
Unfortunately my attorney omitted raising one of the most
important issues of all, that as of the day the initial Notice
was received, the monies due me had actually been
transferred to another party. He also neglected to clearly
point out that all of the money subsequently turned over
represented after acquired property, which S & S was not

required to turn over on any basis.

S & S RESPONDS

On May 1, 1984 the law firm of Proskauer Rose Goetz &
Mendelsohn representing S & S filed a Motion to Dismiss
my lawsuit on the following grounds. It stated in its

Memorandum of Law that:

“Nothing more substantial is alleged in the
complaint than that [S&S] complied with an [IRS]
levy. Since by law [S&S] was both compelled to
honor the levy and discharged from liability to the
delinquent taxpayer plaintiff, the complaint is
absolutely barred.”

The Memorandum then went on to set forth what were
alleged to be the “FACTS,” in this case, which can be

summarized as follows:

1.

“Plaintiff is a zealous tax protester, who in his
campaign to have the Federal income tax declared
unconstitutional, has long been engaged in protracted
battle with the IRS. For many years he has apparently
not filed tax returns. As described by Judge Gurfein in
an opinion reversing, on an evidentiary ground, his
1979 conviction for income tax evasion, plaintiffis “an
extremist who reserved the right to interpret the
decision of the Supreme Court as he read them from
the laymarn’s-point of view.” United States v. Schiff,
612 F.2d 73, 75 (2d Cir. 1979).

“In 1980, plaintiff was again found guilty of income
tax evasion, United States v. Schiff, 647 F2d 163 (2nd
Cir.) cert. denied, 454, U.S. 935 (1981). His
subsequent attempt to sue the government counsel
responsible for his prosecution failed, and attorney
fees were awarded to the defendants. Schiff v. Unired
States, Civl No-81-316 (d. Conn. 11/9/81) Burns, J.)

“Undeterred by criminal conviction and adverse
judicial determination, plaintiff continues his active
defiance of the tax laws. In June, 1983, his complaint
seeking to enjoin the IRS from collecting taxes
assessed against him for 1976, 1977 and 1978 was
dismissed. Schiff v. United States, Civil B-83-289 (D.

Conn. 6/27/83) (Burns, J.). The same assessment
disputed in that action is the underlying subject of this
complaint.

2. That in April 1982 I contracted with S & S to
distribute my book pursuant to an agreement in which
S & S was ‘“‘obligated” to distribute the book and to
deliver the proceeds to [me], after deducting its own
fees, charges, and expenses.”

3. That on May 26, 1983 the IRS “‘served on Simon &
Schuster a Notice of Levy...(and)...beginning on
December 22, 1983, Simon & Schuster complied with
the levy.” [emphasis added]

4. I had brought a law suit seeking $10 million in
damages from four federal defendants and S & S.

5. That I had charged the four federal defendants with
violating my constitutional rights by “seeking to
enforce the income tax’ improperly and unconstitu-
tionally and sought to deprive me of certain other
constitutional rights.

6. That I had charged that S & S “conspired with
federal defendants to deprive [me of my] constitu-
tional rights, breached a purported agreement not to
honor the levy without a court order, and had
defrauded me.

7. That in dismissing the federal defendants I had left
S & S alone ‘““to uphold the constitutionality of the
federal income tax’’ as well as compelling it to justify
“its own compliance with the levy.” [emphasis added.]

It is clear that Proskauer Rose Goetz & Mendelsohn’s
introductory statement was entirely false, but I don’t hold
this against them. They were entitled to seek to win their
case any way they could. And if this required misstating the
law and the facts and hoodwinking their opponents and the
court; well, that’s what they were being paid to do. But this
merely underscores what the public is up against. The
government’s illegal use of Notices of Levy permits,
encourages, induces, and allows high powered and highly
paid law firms to misstate both the facts and the law (before
a sympathetic court) to the detriment and injury of
members of the public who don’t have or can’t afford
comparable counsel.

Turning specifically to its misstatements, it is clear that
since the government pretends that a Notice of Levy and a
“levy” are one and the same, Proskauauer pretended the
same thing! As you know, S & S never “complied”’ with any
“levy,” since no Notice of Seizure was ever given or used.
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Nothing was “seized.” S & S told the government
everything it wanted to know and mailed it a stream of
checks covering the funds it wanted.

The federal government didn’t have to do anything more
exhausting than slip three notices into three envelopes. So,
S & S never “complied” with any “levy.”” Accordingly, there
was nothing in the law that discharged it from “liability.”

So, S & S was not ““absolutely barred” from ““liability” as
was falsely claiming in that opening paragraph. The fact that
S & S was not “compelled to honor the levy”’ is clear from all
the correspondence between them and the IRS. In addition,
since every penny it turned over to the IRS represented
after acquired property, they were not “compelled” in any
manner, shape or form to “‘honor the levy.” So much for the
accuracy of Proskauer’s opening statement.

Now let’s turn to the alleged “FACTS” it presented (I
have numbered my comments to correspond to their above
counterparts).

1. Proskauer’s rendition of my previous battles with the
IRS was obviously designed to remind the court that I had
not been exactly a good boy when it came to federal income
taxes, and that this should be considered—regardless of
whether or not this had anything to do with the case and/or
the law at hand. In seeking to influence the court in this
manner, Proskauer made a number of false and hypocritical
observations. For one thing, as of that date, I had never been
found guilty of tax evasion. With respect to the claim that I
was waging a “campaign to have the Federal income tax
declared unconstitutional,”” I never waged such
“‘campaign”—since my whole approach to the income tax is
that it is voluntary, so why should I want (or need) to have
such a “law” declared unconstitutional? But if I were so
“engaged,” certainly Proskauer’s client, when it agreed to
distribute a book entitled How Anyone Can Stop Paying
Income Taxes, had joined me in that battle and received
$100,000 for its trouble!

But, note further that in Proskauer’s grand peroration of
my court battles there is also a suggestion that I was
involved in or sought to involve others in violations of tax
law. What is so ironic about this is that before Simon &
Schuster agreed to distribute my book,Al Reuben, then S &
S’s sales manager, told me that it would have to pass
legal scrutiny. For all I know, besides submitting to its own
own legal department, S & S might have also sought the
opinion of outside counsel—which could have been this
same Proskauer firm! In any case, I was told two weeks later,
that the book had passed legal muster! For Proskauer to
have taken this tack, when S & S had taken great pains to
assure itself of the book’s legal accuracy (and made $100,000

in doing so), took a lot of chutzpa. But what did they have to
lose—they had no truthful defense, so lies and fraudulent
claims were the only things at their disposal.

Another thing that should not be overlooked, is that even
though S & S sold 67,482 copies of my book, not one copy, to
my knowledge, was ever returned by someone claiming that
the book did not deliver what the title promised. And when1
terminated my contract, S & S would have been happy to
have continued distributing the book!

Suppose someone sought to market a book entitled How
Anyone Can Flap Their Arms and Fly, or Eat As Much Food
As You Want, And Lose Weight. Don’t you think such books
would be returned to the book stores if they couldn’t deliver
on those promises? And, don’t you think that reputable
book stores and book chains would immediately stop
stocking such books? But those titles are no less probable than
mine which incredibly proclaimed that Anyone Can Stop
Paying Income Taxes! Yet, to my knowledge, I never heard
of one copy being returned because the book didn’t deliver
on its promise—and book stores and book chains kept
reordering that book for years!

So, all of the claims and innuendos contained in those
three paragraphs, besides being irrelevant, were false and
hypercritical as well.

2. Here Proskauer admits that under our contract (which
the government induced S & S to breach) S & S was
“obliged...to deliver the proceeds” of my book to me, after
“deducting its own fees, charges and expenses.” Article 1,
Sect. 10, Clause 1 of the Constitution specifically bars the
States from passing any ““law impairing the obligations of
contracts.” Obviously, the Founding Fathers recognized
the sanctity of contracts, and didn’t intend for the federal
government to “impair such obligations™ either; so they
gave the federal government no power to do so! And,
powers not given to the federal government (pursuant to the
Ninth and Tenth Amendments and the rights “reserved”
there under) it doesn’t have!

Thus the federal government has no authority to intertere
with such contract “obligations’ which the issuance of
Notices of Levy to the public permits it to do. Of
course, the law itself isn’t unconstitutional on this ground,
because the law itself doesn’t give the government any such
power! What is unconstitutional is the Regulation that
extended the law, and the law’s unconstitutional
enforcement by the courts.

3. Proskauer admits here that on May 26, S & S was
“served [with] a Notice of Levy.” So why didn’t it simply
say that S & S “complied with the Notice of Levy”? Because
it was seeking the protection that the law allegedly provides
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only with respect to levies, but not to Notices of Levy. So
Proskauer resorted to some verbal sleight of hand to slip S &
S out of one category and into the other.

6. We never claimed that S & S was liable because it
complied with a “levy.” We clearly claimed it was liable
because it complied with a “Notice of Levy’’ which it was
under no obligation to honor. So here again Proskauer
fraudulently (but in the interest of its client)'? misstates the
nature of my complaint.

7. And finally Proskauer grandiosely claims that S & S
was left with the awesome responsibility of “‘uphold(ing) the
constitutionality of the federal income tax’ for which the
court was obviously expected (and invited) to lend it a
helping hand. (It did) In addition, S & S reminded the court
that the government’s ability to use Notices of Levy in this
manner, was also at risk. This was Proskauer’s not so subtle
way of reminding the court thatif it allowed this matter to go
to a jury trial (which was my right), the federal government
might well lose its ability to continue embezzling money
with Notices of Levy.

To support these arguments Proskauer simply made
additional false statements and/or cited cases that either did
not apply or were themselves violative of applicable statutes.
Typical were the following. “The person in possession of
property upon which a levy has been made has only two
defenses etc., etc.” and “There can be no dispute that
Simon & Schuster was bound to comply with the levy.”
First of all no “levy had been made’ and S & S had already
been assured by the IRS that they didn’t have to turn over
any property until the matter was decided by a court. So, all
such allegedly supporting statements by Proskauer were
merely shams. As far as S & S’ agreement not to turn over
property without a court order was concerned, Proskauer
said, “Supposing...such an agreement was made...the
purported agreement is contrary to law and therefore is
clearly unenforceable.” Such a claim was nonsense. Such an
agreement was not ‘“‘contrary to law” as the IRS’ Legal
Reference Guide makes clear, and it had been accepted by
the IRS. Proskauer also sought to make the point that if I
did not owe any taxes, I could always sue the government for
a refund—which, of course, I proceeded to do. But, the
difference is, I can’t collect substantial damages for breach
of contract against the government, which a jury might have
awarded me against Simon & Schuster.

S & S Appeals To The Courts

But, the real reason that Proskauer believed that it could
get away with all of its irrelevant and false claims is reflected
in this representation to the court:

“If plaintiff’s complaint states a claim upon which
relief can be granted, it would follow that every
recipient of a levy would be exposed to litigation for
honoring the levy.. There is no allegation in Mr.
Schiff’s complaint that could not be made by any and
every taxpayer. To uphold this complaint would thus
pose a serious danger to the effective [i.e. illegal]
enforcement of the tax laws.”

While my suit obviously involved numerous elements
that would not have been available to “‘every taxpayer,” still
this was Proskauer’s way of telling the court “damn the
facts, if you don’t find for us on this Motion to Dismiss, you
will be endangering the government’s continued ability to
extort income taxes!” Obviously Proskauer found a
sympathetic ear in court.

While significant material was omitted by my attorney in
his initial complaint (while also obscuring the most
important issues with relatively unimportant ones) these
omissions were largely corrected in his Response to S & S’s
Motion to Dismiss and in a Supplement thereto. And, while
my attorney could have focused far more effectively on the
issues he did raise, he still raised enough of them to have at
least gotten me before a jury.

In response to the Motion to Dismiss, we now raised or
expanded on the following issues (as well as raising some
others);

1. That S & S’s General Counsel had notified the
IRS (paragraph 5, Figure 7-17 letter of November 28)
that as of the date of the Notice, only $12,980 ““was due
and owing.” While this representation was somewhat
inaccurate (since earlier Mr. Gigante had notified
S & S that no money was owed to me and if any money
was so owed as of that date, it was owed to Howy
Murzin, and not to me), this representation makes the
point that all monies turned over by S & S in excess
of this amount, had to represent after acquired
property, which was not subject to the initial Notice.

2. That I had notified S & S that the attempted
seizure of my funds by the IRS was (as you know it to
be) “illegal and improper,” and on the basis of
conversations between Karen Mayer and the IRS, I
had been assured by S & S that they would “await a
court order prior to turning over” any funds and that I
had relied on this promise.

3. That on Janury 18,1984 S & S “issued a schedule
of amounts to be due to the Plaintiff in the future [but
S & S] was under no obligation to issue such a
schedule.” [While this was true, my attorney should
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have made the added point, that such disclosures
violated my rights under Code Section 7602 and
related sections].

4. That the above actions of S & S constituted “a
breach of the confidential relationship which existed,
that payments would be deferred until” a court order
was issued. [Such disclosures by S & S represented a
breach of confidentiality even if the other promise was
not made.}

5. Such payments by S & S “before a judicial
determination...denied [me] the benefits of [my]
contractual expectations and [my] right to due process
of law.”

6. That had S & S really believed that they had a
duty to turn over any money pursuant to a Notice of
Levy they would have done so “immediately after
service...and in the absence of a Court order.” They
therefore assumed the risks of such ‘‘questionable
acts...[and]...the risk of liability to the plaintiff.”

7. That S & S had turned over property in violation
of the prohibition against a continuous levy—
accepted only by section 6331(e)(1) which provides for
an exception only for wages.

8. That “A Notice of Levy is Not a Levy,” and
appropriate case law was cited and Forms 668-A and
668-B were submitted as an exhibit to the court to
make this point even clearer.

9. That “no levy could have been made because no
Notice of Seizure was even given”; and case law and
Section 6335(a) were specifically quoted to establish
this point.

10. That “Treasury Regulation 301.6331-1(a)(1)
that allows for the seizure of property based solely
upon a mere Notice of Levy” conflicted with the
“plain language of the statute,” while regulations ““are
only valid to the extent that they harmonize” with
such language.

11. That “‘since no levy on the plaintiff’s property
could have arisen from a Notice of Levy [S & S]
cannot be held harmless for its actions.”

12. That pursuant to our contract S & S “became an
agent of plaintiff”” and extensive case law was pre-
sented showing that S & S breached such fiduciary
duties as: “An agent is not permitted to assume two
distinct and opposite characters in the same transaction—

acting for himself and pretending to act for his
principal,” Canpagna v. U.S., 474 F. Supp. 573 and
Strong v. Strong, 36 A 2d 410.

13. S & S ““had a right...recognized by the IRS (see
Holmberg letter) not to turn over the money until a
court order...It voluntarily relinquished that right for
no apparent reason and commenced a course of
conduct of cooperation and assistance with the IRS to
the detriment of the plaintiff, its principal.”

14. That Section 332 of the Legal Reference Guide
for Revenue Officers (as quoted to, and submitted in
court) clearly provides for a court determination when
a Notice of Levy is not “honored”. This should have
certainly put the court on notice that court determina-
tions of the issues involved, where Notices of Levy are
used, are provided for in the IRS’ own manuals. And
additional case law was submitted to the court to
support this view.

JUSTICE DENIED

On October 30, 1984 the Honorable Warren W.
Edginton, a United States District Court Judge sitting in
Bridgeport, Connecticut, granted S & S Motion and
dismissed my law suit! Honorable Judge Edginton would
not even let me into court to litigage any of the issues I
raised! How could he do this, and why? His three line reason
is appended to the bottom of S & S’ motion—Figure 7-28.
Note his reason! Since Simon & Schuster “has already paid
levy, it has no further obligation to the plaintiff.”” That’s it!
No hearing! No jury trial! No nothing! How does that grab
you? And all the while you thought that America was no
banana republic! He claimed that his authority for this
outrageous decision was the “case law” represented by
United States v. Augspurger, 508 F. Supp. 327. If you check
this case, you will discover that it involved a lower court
decision concerning the legality of penalties that were added
to an amount sought to be collected by “levy”—actually
Notices of Levy.

It seems that the IRS had erroneously paid Charles H.
Augspurger a tax refund of $61,080.62 prior to his death
which it subsequently tried to collect from Mrs.
Augspurter, the executrix of her husband’s estate. All facts
in this case were not presented in this decision, since two
other decisions had preceded it.!* Another defendant in the
case was the investment banking firm of Loeb, Rhoades &
Co. from whom the IRS was also seeking restitution, plus
penalties. I assume that Loeb, Rhoades & Co. had acted as a
trustee of estate assets and apparently both they and Mrs.
Augspurger had refused to honor Notices of Levy which the
United States subsequently sought to reduce to judgment by



144

The Federal Mafia

bringing a court action! As for Mrs. Augspurger, the court
stated, “Plaintif’s motion for judgment, as against
Augspurger, is unopposed by such defendant and
accordingly will be granted.” ‘“Loeb’s argument,” as to why
they refused to respond to the “levy” involved “two distinct
components.” “One is that the first and largest of the three
penalty assessments against Augspurger that form the basis
of plaintiff’s levy against Loeb had been abated and that
Loeb’s liability is therefore limited to the sum of the two
later assessments, or $41,773, plus interest.” The other
“component” involved the legality of the added penalty
itself.

Thus the Augspurger case, on which Judge Edginton
relied, had absolutely nothing to do with my case. That case
involved the failure of recipients to honor Notices of Levyon
the basis that the underlying assessments were invalid. It
would be comparable only if S & S refused to honor the
Notices because it challenged the underlying assessments
and the government brought a court action to force it to do
so. Augspurger had absolutely nothing to do with the
absolute right of one private party to sue another for breach
of contract!

In addition, this very case alone proves that aNotice
of Levy has to be reduced to judgment in order to be
legally enforceable—since that’s precisely why the
litigants in Augspurger were in court! Thus S & S’ Motion to
Dismiss this action on the grounds they raised, was totally
baseless—as Augspurger itself proves! And, though the
funds involved here were only 30% of those involved in my
case, and the issues far fewer and less complex, it generated
three court hearings and three published opinions—while
my case generated no hearings at all and a three line
dismissal! How’s that for ‘““Equal protection under the
law™?

What the court ruled in Augspurger was as follows:

The small number of decisions in which this issue
has been raised consistently support this position by
denying a person obliged to turn over funds under a
tax lien the opportunity to argue that there was no
legal basis for the imposition of the lien. The only
defenses available to such person are that he did not

. have custody or control of property or rights
belonging to the assessed taxpayer or that he had
“reasonable grounds” for refusing the levy.
(Numerous citings omitted and emphasis added.)

As you can see, the only issue addressed by Augspurger
was whether a party “obliged to turn over property” could
refuse to do so by claiming ‘““that there was no legal basis”
for the lien itself. In such a case the court, relying on “a

small number of cases,” said no. However, it then went on to
add that there were defenses available to those who had
*“‘reasonable grounds for refusing” to comply with the
Notice. (Note also how the courterroneously treated “levy”
and“Notice of Levy” as one and the same).So, if one claims
that one has “reasonable grounds’ for “refusing” to comply
with a “levy” (i.e. Notice of Levy) Augspurger stands for the
proposition that one need not comply! And certainly S & S
didn’t have to comply! So, in granting a Motion for
Dismissal, Judge Edginton relied on a case that clearly
established my right to go forward!

Let me show you how one.can be fooled by what one
assumes words say rather than what they actually say. I had
always assumed that what Judge Edginton had ruled was
that since S & S was “‘required” to turn over the funds they
had statutory protection and could not be sued for doing so.
I believed that because (1) that was the basis of S & S’ claim,
and (2) that would have been the only legal or logical basis
for granting it. It was not until I reread Edginton’s
“decision” in preparation for this chapter, did I realize
that’s not what he ruled at alll He didn’t say S & S was
absolved from liability because it was so “required.” He
only ruled that since Simon & Schuster had “already paid” a
levy it had “‘no further obligation’ to me. But I wasn’t suing
S & S in connection with any “further obligations.” I was
suing them on the basis that they had reneged and breached
a “prior” obligation which caused me financial loss! What
had any of S & S’ “further obligations” to do with my
lawsuit? Nothing! Such an erroneous claim had obviously
been contrived by the court so as to grve the appearance that
the court was granting S & S’ motion on the basis claimed-~
when such was not the case at all!

I had always assumed that the basic fraud in Edginton’s
three line “decision” was his claim that S & S “paid a levy”
when he knew otherwise. But now I realize that the greater
fraud was in his claim that only because Simon & Schuster
had “‘already paid” the levy, the suit was being dismissed.
What had the fact that it had *“already paid” the levy have to
do with dismissing my law suit, if in doing so S & S violated
contractual obligations, their fiduciary duties owed to me as
my agent, the law (as contained in Code Section 6331(b) and
(c)), and their additional assurances given me that they
would not turn over any money to the IRS without a court
order? What are breach of contract suits for anyway?
Presumably, Judge Edginton would have dismissed my
lawsuit against S & S regardless of anything S & S
might have done—so long as S & S had “already paid” the
money to someone else! In your wildest dreams, could you
have ever imagined that federal court decisions could rest on
such fatuous logic?

So, in dismissing my law suit for breach of contract
because the funds were “already paid,” Judge Edginton not
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only threw out the window the very case on which he relied,
but also out the window went: the ‘“due process clause” of
the Constitution; the laws as contained in Code Sections
6331(a), 6331(b), 6331(c), 6502(b); all laws governing
agency and contracts; and, of course, all common sense. And
this, mind you, is the same judge that’s hearing my current
refund suit against the government.

MY APPEAL

I don’t want to continue beating a dead horse (since 1
believe you already have the picture) but I think the public
should have a realistic picture of the hypocrisy and duplicity
that extends even into the upper reaches of the federal
judiciary. I believe it is important to review what happened
when I appealed Edginton’s decision. In my appeal to the
Second Circuit, I could only raise issues that were raised in
my initial complaint. With this in mind, these were the main
issues I raised.!4

1. The property surrendered was not property upon
which a levy had been made.

2. No levy can arise from a mere Notice of Levy.

3. Assuming “‘arguendo” that a levy was made, successive
levies were required to reach the property taken.

4. The IRS and Simon & Schuster acknowledged that a
court order was required to obtain enforcement of the
“levy.,’

Summarizing my proof with respect to (1) above, I
included as exhibits the Notice of Seizure (shown in Figure
7-11) and page 58 from the Legal Reference Guide For
Revenue Officers (Figure 7-9). The Notice of Seizure
coupled with my quote of the entire Section 6502(b) (Figure
7-10) proved that, by law, no levy had been made. As I stated
“Since no notice of seizure was given—no levy could have
been made.”” What could be plainer or simpler than that? I
also quoted Section 334.4 of the Guide in which the IRS
admits that: “Service of notice of levy...is ineffective to
reduce the property to possession.” Quoting further from
my appeal I pointed out to the Second Circuit that:

The Internal Revenue did not comply with any of
the requirements for a levy. To conclude then, that
there was levy, is to engage in whimsical fantasy with a
total disregard for the law...The Defendant is not a
person who surrendered property upon which a levy
was made and, therefore, does not lawfully enjoy the
protection afforded by U.S.C. 6332(d).

In connection with point 2 (though there might be some
overlapping with point 1) I quoted the entire Section

6331(a) and pointed out that the law specifically provided
that Notices of Levy could only apply to the accrued wages
and salary of federal employees, and that the application of
elementary principles of statutory construction precluded
the court from extending the law to any other property. So,
there is no question that the Second Circuit now knew—if it
didn’t know it before—that by law, Notices of Levy only
applied to the accrued wages and salaries of federal
employees and to nothing else!

In connection with point 3 above, I quoted from Code
Setions 6331(c) and (d)(1) as well as other sources to prove
that after acquired property (requiring successive notices)
had been involved. Summarizing my claim on this issue I
stated:

This section (6331(c)) requires successive levies to
reach property not reached by a prior levy. Even the
Levy and Notice of Levy forms...prove that successive
levies are required as they state “all property...now
in your possession and all money...owing from you to
this taxpayer are levied upon.”...Therefore, any
money not in the third parties possession or that sub-
sequently became owing was not attached by the levy
and a successive levy was required.

In spite of this requirement, Defendant continued
to turn Plaintiff’s property over to the Internal
Revenue Service even though it...became owing, after
demands were made by the serving of the notice of

levy.”

To support my claim under point 4 above, I included as
exhibits the letters shown in Figures 7-19 through 7-25, in
conjunction with which I quoted Section 334.2 of the Guide
which states that, ‘‘In the event the Final Demand is not
responded to, a suit will ordinarily be required to reach the
property.” My conclusion was summarized as follows:

The above communications and reference materials
show that the Defendant had a clear and accurate
understanding of the law and in fact had an agreement
with the Internal Revenue Service that a court order
would be required before turning over Plaintiff’s
property. Rather than wait for a court order...they
turned Plaintiff’s property over to the Internal
Revenue Service in spite of their obligation to the
Plaintiff not to do so0.”

S & S’s ANSWER

Simon and Schuster’s Brief in Opposition revolved
around two claims:

1. It claimed that its ““‘compliance with a facially valid
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notice of levy...exonerates it from liability...pursuant to 26
U.S.C. 6332(d),” and

2. The “plaintiff is precluded from raising on this appeal a
claim not presented to the district court regarding property
that came into Simon & Schuster’s possession after it
received a notice of levy.”

To support its first claim, S & S simply restated all of the
false arguments with which you are already familiar. For
example, in stating that “Simon & Schuster was obligated to
honor the notice of levy,” they conveniently overlooked the
letter they got from the IRS which clearly established it had
no such obligation. S & S also noted in their Brief that
Schiff:

By spinning out his tangled distinctions between a
levy...and a notice of levy...and his challenges to
revenue regulations...Mr. Schiff would embroil
Simon and Schuster in his own farfetched disputes
with the IRS, and would force Simon & Schuster to
undertake the burden of determining, at its peril,
whether the IRS employed the proper forms to
accomplish the levy.

First of all, these “distinctions” weren’t mine and they
weren’t “tangled.” They are clear and were derived from
the law itself and from the IRS’ own Guide for Revenue
Officers. Secondly, Simon & Schuster did not have to
determine anything “at its peril” since it could have simply
awaited a court order as it had agreed to do. And thirdly, my
argument didn’t simply invoke the use of “proper forms,”
but concerned rwo different kinds of summary procedures—
one granting legal immunity, and another that
didn’t. So all of Simon & Schuster’s arguments were pure
rubbish.

With respect to Simon & Schuster’s agreement not to
turn over funds to the IRS, its Brief noted that Schiff:

Alleged merely that Simon & Schuster agreed not to
release his funds to the IRS without a court order,
implying that a contract was made between himself
and Simon & Schuster. Not only would such an
agreement to frustrate the IRS have been illegal...but
Schiff alleged neither consideration to support the
agreement nor compensable damage as a result of its
supposed breach.”
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For one thing such an agreement (contract) was not illegal
as the IRS letter of October 6, The Guide for Revenue
Officers and Augspurger make clear. In addition, such an
agreement is essential if recipients of such Notices want to
avoid the “burden” and the “peril” to which Proskauer
referred. As to the “consideration,” this (as well as other
arguments) was answered in my Reply Brief, while the
“compensable damages’’ was what the jury was supposed to
determine!

Since Simon & Schuster could not refute that a
continuous levy had been used (and after acquired property
handed over) it simply pretended that this argument had
never been raised before.

Mr. Schiff claims for the first time on this appeal
that Simon & Schuster wrongfully turned over to the
IRS funds owed to him that came into possession after
the notice of levy was first issued... The point therefore
is not before this court and should be disregarded.

While I will admit that I could have raised this issue more
forcefully, it was nevertheless raised, as explained in my
Reply Brief. So this fundamental issue was never even
addressed by Simon & Schuster in its Brief in
Opposition!

THE GOVERNMENT IS INVITED IN!

The Second Circuit also invited the United States
Department of Justice to submit a brief in support of Simon
& Schuster! The government’s 19 page brief which was
submitted by Glenn A. Archer, Jr., the Assistant Attorney
General, also carried the names of four other members of
the Justice Department: Michael L. Paup, William S.
Estabrook and John A. Dudeck, Jr. from the Tax Division,
and Alan H. Nevas, United States Attorney for
Connecticut. The Justice Department’s 19 page brief is
simply (as you know it had to be) a conglomeration of lies,
half-truths and fraudulent statements.'s

What is amusing, is that the government sought to
buttress its arguments by using as its authority (no less than
three times!) Professor Saltzman’s book, IRS Practices and
Procedure.

Oral Argument

Oral argument was heard on June 5, 1985 before Chief
Justice Wilfred Feinberg, and Circuit Court Judges Jon
Newman and Thomas Meskill. Standing before this three
judge panel, I held up a notice of seizure and pointed out
that since it was never used in my case, no levy, by law,
could have been made. I pointed this out in a manner that

those three judges could not fail to comprehend. “Unless
there is a Notice of Seizure,” I said and ‘“‘there was no
Notice of Seizure, there was no levy.” I also read directly
from the law itself (Section 6331(a) where a Notice of Levy
was only made applicable to the accrued wages and salary of
government employees and I also read directly from the
Guide for Revenue Officers. 1 pointed out that the
government never ‘‘seized” anything from S & S, that
“Simon and Schuster would tell them when the money was
due and then mail the check.” I pointed out that if the
government could legally get money from third parties that
easily, why couldn’t it just “use the telephone’?

While one only has ten minutes to argue on appeal, my
presentation was further cut short by Judge Newman who
wanted to know if I had paid a fine imposed upon me by the
Second Circuit for filing an alleged “frivolous appeal” in
connection with a previous appeal of a Tax Court decision. I
hadn’t, so the court asked that I give them a written
explanation as to why, by the next day.!s

But Judge Feinberg did ask a few good questions of
Simon & Schuster’s attorney on the issue of my
“agreement” with S & S not to turn over any money to the
IRS without a court order. “Ms. Schrag,” he asked, “how
could the district court judge decide the question of whether
or not there was an agreement on a motion to dismiss, based
on the pleadings?”” He wouldn’t of course, but Ms. Schrag’s
answer was that it was “Our position that there was no such
agreement. However,...even if there were such an
agreement,” she said, ‘“Section 6332 supersedes it.”

HOW COURT DECISIONS
ARE FABRICATED

The Second Circuit’s two page decision is shown in
Figure 7-29. As you can see, Judge Newman, who wrote the
decision, misrepresented the issues he chose to address, and
those he couldn’t misrepresent he simply ignored! This is
what happens when judges work from predetermined
conclusions—they work backwards, eliminating and
distorting as they go. Readers of this decision would hardly
know of the distortions it contained or the issues it refused to
address. Yet this is how “case law” is made!

Because Judge Newman’s decision is so insidiously
fraudulent, it deserves a little analysis. First of all note how
Judge Newman pretends (picking up on Simon &
Schuster’s similar distortion, at Notes A and K) that the
only issue I raised with respect to the Notice of Levy is that
apparently the IRS had used the wrong form!—that “it
had honored an improperly perfected levy” (note A), that I
contended that because “the IRS, by using a “Notice of
Levy” form rather than a ‘Levy’ form, did not properly
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make a levy upon his property,” (note K).

This, of course, is not what I contended at all—and
Judge Newman knew it! I never claimed that the “levy”
was “improperly perfected”—I claimed that NO LEVY
HAD BEEN MADE AT ALL! And if no levy were made,
then Judge Newman'’s entire decision goes right down the
drain since it is entirely predicated on the specious claim
that a “levy”” was made—and therefore Simon and Schuster
was entitled to the protection afforded by Section 6332(a)
(Note H). Note that Judge Newman in seeking to establish
his contrived claim, even has the nerve to quote (at note L)
that a levy “...includes the power of distraint and seizure by
any means.” And while Judge Newman added emphasis to
“by any means,” my money was not seized “by any means.”
It was not “seized” at all. My copy of Webster’s New
World Dictionary defines “seize” as: “to take forcible legal
possession of; confiscate; to take forcibly and quickly; grab;
to take hold of suddenly or forcibly, etc., etc.” So whom is
Judge Newman trying to kid? The government didn’t
*‘seize” one penny from Simon & Schuster. As I mentioned
earler, Simon & Schuster simply mailed them the money in
an envelope—and even paid the postage! So how can anyone
claim (as did Judge Newman) that such funds were
“seized”?!

At note B, Judge Newman claims that I had been
convicted of tax evasion. As if this issue was relevant to the
issues presented here. In addition, Judge Newman’s
observation that I had *“sought without success to enjoin the
IRS from collecting taxes assessed against him for the years
1976, 1977, 1978” was due to the arbitrary operation of the
Anti-Injunction Statute!” and the phony tax assessment
provided by the government at that time.

At notes C and D, Judge Newman acknowledges that a
Notice of Levy was served on May 26, 1983 and another one
on December 2, 198318 and that $133,974 was turned over.
Obviously the bulk of these funds had to represent “after
acquired property” which became payable to me
between those two dates! In addition, since Newman
insists that the funds were “seized”, why did it take the IRS
over six months to “seize” them? But, note that while the
issue of after acquired property is implicit in the material
covered in Notes C and D (though hardly anybody reading
this decision would be aware of this)—Newman rozally
avoids addressing this issue in his decision! Yet it was
fundamental to my complaint and in my argument
opposing dismissal!

At note E, Judge Newman mentions my claim that Simon
& Schuster had committed fraud and breach of contract—
yet nowhere in his decision does he address this issue. His

claim (at notes F and G) that the Internal Revenue Code
requires that ‘‘any person in possession of...property...on
which a levy has been made shall upon demand...surrender
such property” he knew was sheer poppycock. First of all,
no “levy had been made’ and his claim is belied by the letter
that the IRS sent to Simon & Schuster on August 6, 1983—a
copy of which he had. And if Simon & Schuster was
required to turn over the property, why did it take them six
months to do so? Obviously, they could have held off
indefinitely. My mistake was that I didn’t immediately sue
Simon & Schuster to get a court determination while they
still had the money.

At note I, Newman states that there are only two
circumstances that justify non-compliance with a levy.
This, however, overlooks A ugspurger (which he then had the
nerve to cite) which held that one can refuse to honor a levy
as long as one had “‘reasonable grounds” to do so.

A Straw Man, Raised

Newman’s claim (at note J) that “appellant disputes the
validity of the underlying tax assessment does not alter
Simon & Schuster’s obligation to honor the levy” was a
claim so distorted as to constitute outright fabrication. This
allegation was actually directed at the government
defendants who were initially included in my law suit, but
later dropped. In my initial complaint this charge was
merely incorporated by reference (along with some other
allegations) in my charges against Simon & Schuster but it
never really figured in my actual claim against Simon &
Schuster. My claim against them had nothing to do with the
“underlying tax assessment”’—but with S & S’s violation of
contractual and fiduciary obligation and in turning over
after acquired property. So here Newman stresses a claim I
never really made while he totally ignores two others I
made!

At note N, Newman quotes the Regulation, that he knows
is void—(since it illegally extended the laW)and ignores the
law itself/—that 1 dwelt on in my briefs and that I
emphatically stressed (without challenge) at oral argument.
He states that “because these regulations have long been in
effect without substantial change, they are ‘deemed to have
received approval and have the effect of law’.” Thatclaim is
utter nonsense since no regulation, that absolutely changes
the law as that Regulation does, can have “the effect of
law.”” Besides, the Supreme Court has held (but the name of
the case escapes me) that, ‘“The repetition of a wrong does
not create a right.”
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Court Decisions Based
On Law Books, Not Law

Notice that at note M, Judge Newman uses Professor
Saltzman as his authority. So while I, a pro se litigant, rely on
the law and IRS manuals, the Circuit Court Judge closes his
eyes to both and bases his decision on private, personal
opinions. Now you know that something has to be
wrong in any legal system that practices this kind of
nonsense!

And finally, at note O, Newman states that “Without
exception, the case law supports the use of a Notice of
Levy.” Naturally, since the “case law” he relied on would
be just as unlawful as his decision—which would now
become “case law” for others! If “‘the case law supports”
this decision, you, dear reader, know that the law itself does
not! Someone once said that the public should never see how
two things are made—sausage and laws. Maybe to this we
should add—and federal court decisions.

THE ILLEGALITY OF THE DISMISSAL

And, finally, I should put the dismissal of my law suitinto
its proper legal perspective, which lay readers might have
some difficulty doing. First of all, while I might have
produced a better complaint—the complaint is not the be
all and end all of a law suit. It merely alleges in a general
way the injury requiring legal redress. All of the facts and
specifics are developed in pre trial discovery and at trial. For
example, Rule 8(a) of the Federal Rules of Civil Procedure
only requires that in instituting a law suit for damages:

A pleading which sets forth a claim for relief...shall
contain (1) a short and plain statement of the grounds
upon which the court’s jurisdiction depends...(2) a
short and plain statement of the claim showing that
the pleader is entitled to relief, and (3) a demand for
the judgment for the relief the pleader seeks.

This, my complaint did. So, to have dismissed it without
giving me the opportunity to develop my claim through pre
trial discovery and a trial, was simply to deny me the use of
the courts in violation of the Sixth Amendment. The court’s
authority to grant a dismissal is further put into perspective
by the following observation by Chief Justice Burger in
Sheuer v. Rhodes 416 U.S. 232.

When a federal court reviews the sufficiency of a
complaint before the reception of any evidence either
by affidavit or admission, its task is necessarily a
limited one. The issue is not whether a plaintiff will
ultimately prevail, but whether the claimant is
entitled to offer evidence to support the claims.

Indeed it may appear on the face of the pleading
that a recovery is very remote and unlikely but that
is not the test. Moreover, it is well established that, in
passing on a motion to dismiss, whether on the
grounds of lack of jurisdiction over the subject matter
or for failure to state a cause of action, the allega-
tions of the complaint should be construed
favorable to the pleader. (emphasis added)

So, it is clear that there was no basis in either law or fact
for the judges involved to have denied me access to the
court. They did so simply to prevent me from proving my
case—which I certainly would have done—so as to protect
the federal government’s extortionary tax activities. In this
connection all of the judges involved were merely co-
conspirators along with Simon & Schuster and the IRS in
extorting over $200,000 from me. And, of course, all of the
judges involved in this dismissal have sent people to jail for
stealing a whole lot less.

It should now be clear to you that the federal judiciary has
absolutely no interest in enforcing the “laws” as they apply
to income taxes. It should also be clear that the federal
government has absolutely no right to intrude into the
contractual obligations and relationships that exist between
members of the public, which the serving of Notices of Levy
(as opposed to making its own seizures) allows them to do. It
should also be clear that the serving of a Notice of Levy on
Simon & Schuster terminated a business relationship that
up until that time was both amicable and profitable and
caused both parties to expend time and money on litigation
that the government had no right generating—and which, of
course, the law itself does not even authorize.

In addition, it will become increasingly clear that the IRS
imposes income taxes and especially penalties in total
violation of the law. When direct taxes were first imposed,
tax collectors (who were independent and contracted by the
federal government) could be sued individually if they
sought to extract taxes not legally owed. So, this obviously
acted as a check to arbitrary and capricious tax claims. But
now the public, as a practical matter, is denied the right to
sue IRS agents, so these highwaymen are free to prey upon
the public in any manner they choose. And while the Code
does provide punitive provisions for such activity (Code
Sections 7214(1), (2), and (7), getting the U.S. Department
of Justice to enforce these provisions is a feat comparable to
squaring a circle.

Without getting into a discussion here as to how the
government’s summary seizure powers were judicially
carved out as an exception to the due process clause of the
Constitution, it obviously can no longer be tolerated by the
public—a public, that is, that has any common sense.
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All those who claim to believe in constitutional rights,
limited government and the free enterprise system must
bring as much pressure on Congress as possible to eliminate
Section 6331. It should be perfectly obvious, that for “We
the People” to permit a statute to exist that gives the federal
establishment the power to “seize” (from us!) property “by

any means’’ (i.e. without hearings and court orders) and
then expect federal judges (who are part of that establish-
ment) to see to it that such a power is lawfully exercised,
makes about as much sense as entrusting the controls of a
Greyhound bus to a nine year old.

NOTES TO CHAPTER 7

1. The recently passed “Taxpayers’ Bill of Rights,” I
thought, might offer the public some help, but now I don’t
think so. Taxpayers, of course, already have a Bill of
Rights—its in the Constitution. But that’s the last place
Congress would ever look. There might, however, be some
aspects of the the Bill that could be explored and employed
to some advantage. I will look into it when I finish this book.
Those wishing to be notified when that happens can send a
stamped, self-addressed envelope to Freedom Books.

2. However, I suspect that the main reason why the courts
are able to ignore the IRS’ failure to send out Form 17 is
that, since the public is totally unaware of its existence and
importance, it is never brought up in litigation! However, I
will raise this issue in my pending civil law suit, and I should
get a summary judgment just on this failure alone. However
this assumes an honest court, so such an assumption may
not be realistic.

3. If anyone reading this book happens to come across
such a reference, I would appreciate having it. Please send it
to me in care of Freedom Books, P.O. Box 5303, Hamden,
CT 06518.

4. By statute (Section 6334) some items are excluded from
levy, such as: the first $1,500 of a person’s personal
property, $1,000 in the tools of one’s trade and school books.
Who said the federal government has no heart?

5. The two documents shown in Figures 7-5 and 7-6 were
served on my sister in connection with an IRS attempt to
seize her automobile, which had been given to her by my
son. Since it was never actually seized by the IRS, a notice of
seizure was never issued.

6. The use of guns were illegally employed here. See
Figure 7-12.

7. Actually a Notice of Levy is also mentioned in Section
6332(b), in connection with “life insurance and endowment
contracts.” One could, therefore, argue that a Notice of
Levy can only be used with respect to such proceeds and to

the wages and salaries of government employees, since these
are the only two items to which the statute makes Notices
applicable. But its inclusion here makes no sense and
obviously conflicts with the Notice’s original purpose. It
was, no doubt, simply added to Section 6332 to give the
added appearance of legitimacy to that application. But
since this reference does not actually appear in Section 6331
itself—it probably does not technically fall within the law
covering seizures, and so is probably just another of the
government’s dirty tricks—which I leave to others to
analyze.

8. Lt. Col. (Ret) Albert J. Bushong from Rochester, New
York flew a fighter plane for his country in Korea. It
rewarded him by sending him to jail for one year for failing
to file an income tax return that both he and the government
knew wasn’t required. In addition, over the last three years
an appreciative government has been taking out of Al’s Air
Force retirement pension, approximately $1,500 for income
taxes, penalties and interest that Al also doesn’t owe, When
Al told me about this a few months ago, I asked him if he had
gotten a Notice of Levy each and every month that the funds
were taken. He told me, no. Well the government has been
using a continuous levy on payments which weren’t wages!
The government, pursuant to section 6331(e), canonly usea
continuous levy “‘on salary and wages”—and a retirement
pension is neither of these! So I told Al to file a claim for
refund on this basis. If it is denied by the IRS, he will then
sue the government for recovery in a federal district court or
in the U.S. Court of Claims. He should have no trouble
winning this one—since what the government did is an out
and out violation of law. And all other veterans who
have had this experience shouldn’t have any trouble
recovering their funds on this basis either!*

9. One might argue that technically this section does not
expand the law, because this passage is made applicable only
to property ‘“‘subject to levy.” And since none of the
property listed is actually ““subject to levy” the regulation
doesn’t really expand the law! While such Talmudic
reasoning is technically correct, this is just the kind of
argument the courts easily dismiss as “frivolous.” Besides,
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if only one court got away with saying it was lawful, it would
immediately become precedent for any court to say the same
thing—while the specific language of the regulation would
now become moot.

10. While I eventually came to recognize this principle,
had I thoroughly understood it from the moment the Notice
of Levy was served, I believe the ultimate episode involving
Simon & Schuster might have been averted.

11. This is why third parties (especially fiduciaries)
cannot be put in this kind of perilous and compromising
legal position by the government. The reason that Notices of
Levy cannot apply to after acquired property even
according to the Treasury’s illegal Regulation, (except as to
salaries, see Section 6331(e)[1]) is because the government
has fraudulently sought to transform a Notice of Levy into
an actual levy. Since a levy means ‘“‘seizure by any means”
property can’t be seized twice. In other words, once Greb
seized D. Linquent’s car (and its contents) this property
could not be seized again. It would require another seizure
(levy) to seize additional property. Applying this same logic
to a bank “seizure”; once Greb ‘““seized”’ the $169.73, he
would require a new Notice to “‘seize” again.

The reason that the law appears to provide an exception
for “salaries and wages” is because the Notice was meant
only to apply to wages—those belonging to government
employees. Once the government notifies an employee (by
way of a Notice of Levy) that it intends to apply their future
wages to paying off the alleged tax debt owed the
government (their employer), the government obviously
does not need to do this each and every week. Sucha Notice
(or letter) would logically apply “until the liability out of
which such levy arose is satisfied” just as Section 6331(e)(1)
says. So once the real purpose of a Notice of Levy is
understood, Section 6331(e)(1) will be seen as not really
providing any exception to the general rule that a levy
cannot be continuous. However, the very fact that there
appears to be an exception in the law proves that Notices of
Levy cannot apply to other than government employees.
Since, if the government could, by law, get the after
acquired wages of those other than its own
employees, then there would be no earthly reason
why the same principle shouldn’t apply to all other
forms of after acquired property. The only basis on
which the apparent exception of making a “‘levy onsalary or
wages...continuous from the date such levy is first made” (as
stated in Section 6331(e)(1)) when all other levies can’t be,
is because such Notices can only legally and logically apply
to the salaries of government employees, as provided by
Section 6331(a). This apparent exception in the law is no
more of an “‘exception” than if an employer, in notifying one
of its employees that ““all of your future wages will be

applied to your debt with the company,” also added in the
same letter, “This will be the only notice you get until your
debt is repaid.”

So this apparent exception to the statutory prohibition
against continuous levies, proves (if, indeed, further proof is
needed) that the government has been fraudulently using
Notices of Levy to extort and trick third parties into illegally
turning over to the government money belonging to others.
But in resorting to such trickery and extortion, is the
government breaking any laws? The answer is no. The
government, remember, wrote into the law its right to seize
property “by any means.” So the government apparently
feels it has a legal right to get its money by extortion,
bribery, mail and wire fraud, under false pretenses and in
ways that are generally not available to the rest of us. So, as
you can see, the only real distinction between the federal
government and the Mafia is that the government really has
a license to steal, the Mafia doesn’t. However, while the law
might protect federal thugs who “seize” property illegally,
it provides no such protection to third parties whoare taken
in by, or submit to such trickery and/or intimidation to the
detriment of others.

12. Since the very word “lawyer” comes from the Latin
word to “‘twist”’—Prosakauer here is merely doing a lot of
lawyering.

13. The decision itself stated “The confused and
confusion background to this suit is set forth sufficiently in
my two prior Memorandums and Orders herein and
familiarity therewith is assumed.” These prior decisions
were footnoted as being 452 F. Supp. 659 (D.C. March 20,
1978) and 477 F. Supp. 94 (D.C., Sept. 13, 1979)

14. While I handled the appeal myself—pro se, I am
indebted to an attorney friend of mine, Dick Viti, of Atlanta,
Georgia, who actually drafted all of the pleadings in
connection with this appeal.

15. It simply was not practical for me to rehash their
Brief—since my comments would only be repetitious.
However for those who might want this Brief as well as all of
the supporting Briefs that went into this appeal, i.e. my
Brief, S & S’s Answer, my Reply, The Justice Department’s
Brief, my Reply and the transcript of Oral Argument, send
$15.00 plus $3.00 for postage and handling to Freedom
Books.

16. Ultimately the Second Circuit ruled in Schiff v. Simon
& Schuster, Inc. 766 F.2d 61 (1985) that it wouldn’t
consider my appeal unless I paid the $2,758.40 penalty. So,
I paid it to get a ruling on this appeal. My previous appeal, of
course, was not “frivolous” at all. But even if it were, it
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should have been the attorney who filed it that should have
been fined—not me. Remember, in order to practice law
one has to be licensed and admitted to the bar. In so doing,
one actually becomes an ‘“‘officer of the court.”” So, if an
“officer of the court” submits a frivolous appeal, it should
be he who is fined, not the client. How can a lay member of
the public recognize that an appeal is frivolous when the
court’s own ‘“‘officer’’ doesn’t? And, when the ““officer of the
court” charged the client for submitting it!

17. See pages 346-349, 363, 393-395, and 399 of The Great
Income Tax Hoax.

18. My lawsuit was instituted on January 5, 1984, before
all of the monies had been turned over to the IRS, so those
sent after that date were not mentioned in my suit. This is
unfortunate since (I should have amended my complaint to
include those payments) the violations that occurred with
respect to the last three payments are clear cut violations of
the prohibition against the use of a continuous levy.

*When William M. Bierman of Sebering, Florida, read this, he contacted me, because the government was illegally
doing this to him. In a series of cogent letters prompted by this reference, Mr. Bierman was able to extract the following,
from Lewis I. Baurer, Director, Office of Planning and Management, Internal Revenue Service, in a letter to him dated

November 6, 1991:

“Pension benefits of the federal government are subject to common law rights of offset, which allows credits to
be applied to debits when both exist between two parties (the taxpayer and the party). [However, this is not true
in this case.] However, as a policy matter, the Service decided that it will not undertake to place a continuous offset

on retirement benefits.”

Because of this issue being raised in The Federal Mafia, and the tenacious persistence of William M. Bierman,
millions of dollars in veteran's pensions will no longer be stolen in the future as they have been in the past. And,
obviously, if the process were ever legal, the Service would not have needed to “decide” to stop doing it.

IMMEDIATELY, get IRS Form 911, “ Application
for Taxpayer Assistance Order (ATAO) to Relieve
Hardship,” so you will have it ready in case the IRS
threatens you with seizure action. This is a form that
is supposed to be reviewed by the Taxpayer Om-
budsman, a position created by the Taxpayers Bill of
Rights. Follow the instructions that appear on the
reverse side of the form. The form states that the IRS
“will acknowledge your request within one week of
receiving it,” and that, “while we are reviewing your
application, we will take no further enforcement
action.”

As far as the description of the problem is con-
cerned, the seizures will be based upon a lien filed by
the IRS in which the IRS claims that taxes “have been
assessed...demand for payment of this liability has
been made.” Though you can not raise the issue of
“liability” on a Form 911, you can claim that the
amount you allegedly owe was never assessed and
that you never got the “demand for payment”
claimed. This should keep the IRS busy for a while
trying to produce all of the assessment documents
that it does not have, and also trying to produce the
“notice and demand” (Form 17) that it never sent
you.

While this is going on, file a law suit in state court
to remove the lien that was filed against you in your

IMPORTANT..IMPORTANT...

local township to support the seizures. This is a law
suit to “quiet title” (also, refer to page 213). Your law
suit (complaint) need not be more than two or three
pages. Simply allege that the allegationsin the lien are
false: No taxes were ever lawfully assessed, no de-
mand for payment was ever made, and you have no
liability for the taxes claimed.

You canattach to your complaint an affidavit swear-
ing to these averments, but only do so if you are
familiar with all of the material in this book. The
above will only apply to those who filed no tax returns
for the years at issue. If you filed returns for the years at
issue, you will have to make adjustments in these
averments, based on your actions and what you
learned from this book.

I have put together a packet of material consisting
of a sample three-page letter to be sent to third parties
(including a suggested affidavit and exhibits, taken
from this book) which should convince them that
they do not have to honor notices of levy. Contact
Freedom Books (203-281-6791) for details. However,
there are many third parties who, out of fear of the
IRS, will refuse to be convinced, and may have to be
sued. If the amount involved is under $2,000, you can
sue them in small claims court. In any case, my packet
will be helpfulin providing a basis for that suit, and to
help you put it together.
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— CHAPTER 8§ —
HOW TO STOP PAYING INCOME TAXES

“The history of liberty is the history of the limitation of
governmental power, not the increase of it.”’

Since you know that no Code section makes you liable for
income taxes, you know you have no more of a legal
obligation to pay that tax than you have to pay wagering and
(direct) alcohol and tobacco taxes. In addition, you also
know that before you could even owe an income tax, it
would have to be assessed and a notice, (Form 17A) sent to
you demanding payment. You also know that without your
sending in a tax return, the government doesn’t even have
the authority to assess you, let alone estimate or bill you for
the amount of income taxes you didn’t pay! So what’s the
problem? Of course, if you want to voluntarily pay the tax—
go right ahead. But if you don’t want to volunteer—what
then?

Overlooking the lawless responses the government is
capable of making,! how can Americans stop paying a tax for
which they have no legal liability? The fact that I should
even have to ask such a question is itself a commentary on
the general level of consciousness of the American public. In
How Anyone Can Stop Paying Income T axes, I addressed this
question (page 61) as follows:

If you are self-employed, retired, or simply living
on dividends, interest, rent, alimony, etc., it is easy to
stop paying income taxes. Just stop! On the basis of
the material in the first four chapters of this book, you
should know that you do not have to file an estimated
tax return or pay quarterly tax estimates and also that
as long as you have not been officially assessed or
notified by the government that you owe any taxes,
you don’t have to pay the government a penny.

While this is still true today, a new obstacle was created
since those words were written which, I believe, was caused
in large measure by the very success of those words which
showed multitudes of Americans how they could legally
stop paying income tax. In 1983 the federal mafia
introduced a new extortionary device—‘‘backup
withholding”—to which I will return later in this chapter.

Obviously, no one is required to pay income taxes or file
estimated or 1040 returns with respect to a tax for which no
one is liable. So, for those who are self-employed or retired,
stopping the payment of income tax is easy. All those people
have to do is just stop. Wage earners, on the other hand,
believe that they are required to have income taxes deducted
from their paychecks. Most don’t know that the law allows
them to stop such withholding. Let’s turn to that.

—Woodrow Wilson

HOW TO STOP YOUR EMPLOYER FROM
WITHHOLDING TAXES FROM YOUR PAY

Section 3402(n) (Figure 8-1) is the statute that permits
you to stop your employer from withholding taxes from
your pay. Notice that the section provides that:

Notwithstanding any other provision of this
section, an employer shall not be required to deduct
and withhold any tax under this chapter ...if there is in
effect...a withholding exemption certificate...certi-
fying that the employee...

(1) incurred no liability...for the preceding taxable
year, and

(2) anticipates that he will incur no liability for
income tax...for his current year.

So the law provides that your employer is not required to
withhold income taxes from your pay as long as you supply
him with a statement that you were not “liable” for income
tax last year or this year. Based upon your current
understanding of the law, do you think you could supply
him with such a statement? I would also point out, thateven
if you paid the tax last year it was not because you had an
income tax liability. You paid “voluntarily” (actually you
probably paid it out of either fear or ignorance) without
“owing” the tax or having any “liability” for doing so. You
can’t incur a “liability” that doesn’t exist.

The W4

The ‘“exemption certificate” which supposedly allows
employees to stop withholding is the Form W-4, which
employees fill out when first hired. Until a few years ago,
that form was rather simple. Figure 8-2 shows the form used
in 1982 when How Anyone Can Stop Paying Income Taxes
was published. Figure 8-3 is the front of the form in use
today. Note the special instructions which are now included
to discourage the claiming of “exempt.” Note especially the
claim that “You may not claim exempt status, if you can be
claimed as a dependent of another person.” There is no
such provision in the law! In addition, what can
something that someone else might claim have to do with what
I have a right to do under the law?? As far as the other
provisions of that paragraph are concerned, as explained
earlier, no one receives any ‘“‘income” that is taxable within
the meaning of the law. So, if you understand this, one can
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claim “exempt” on the new form as easily as one could on
the old one. The government simply tried to make the
proccess more confusing in order to discourage people from
doing it. But also note, that completing the ‘“Personal
Allowances Worksheet” only applies to those ““who are not
exempt.”!

FIGURE 8-1 Internal Revenue Code Section 3402(nf

(n) Employees incurring no income tax liability.—Notwithstand-
ing any other provision of this section, an employer shall not be re-
quired to deduct and withhold any tax under this chapter upon a
payment of wages to an employee if there is in effect with respect
to such payment a withholding exemption certificate (in such form
and containing such other information as the Secretary may pre-
scribe) furnished to the employer by the employee certifying that
the employee—

(1) incurred no liability for income tax imposed under subti-
tle A for his preceding taxable year, and

(2) anticipates that he will incur no liability for income tax
imposed under subtitle A for his current taxable year.

The Secretary shall by regulations provide for the coordination of
the provisions of this subsection with the provisions of subsection
f).

Note further that the W-4 actually changes the wording
in the statute—when there clearly was no need for it. The
law says nothing about tax “refunds,” and it speaks of a tax
“liability’, not “owing”’ the tax. There can be no doubt that
the W-4 was worded to conflict with the law in order to
frustrate its lawful application. In any case, employees who
understand the income tax “law’’ can still claim “exempt”
on the new W-4. Since they know they didn’t have an
income tax “liability,” they could not have “owed’’ income
taxes for either year. And, since the tax was collected
illegally’® on the basis of fraud, fear and intimidation, all
employees certainly had a “right” to a full refund—
regardless of whether or not the federal mafia recognizes
that “right.”

FIGURE 8-2

One’s ability to claim exempt on a W-4 is perfectly
consistent with the voluntary, self-assessment nature of the
tax. If you couldn’t claim exempt but were compelled to
have taxes taken from your wages then the income tax would
not be “voluntary,” but compulsory. This is why the
student syllabus (Figure 1-3) correctly informed students
that this was the form on which employees “tell their
employers how much to withhold.” Of course, the
government, in practice, disregards the law in this respect,
along with everything else it disregards.

Employees who claim exempt may have employers who
needlessly send their W—4s to the IRS in response to some
non-compelling IRS directive. In all likelihood, such
employees will receive a form from the IRS entitled
“Questionnaire To Determine Exemption From With-
holding.” The form is obviously illegal since it asks whether
or not one filed a return the previous year and then inquires
about one’s previous years income. Since the government
regards non filing a crime, the form, in effect, asks recipients
to incriminate themselves. The form also asks about receipt
of “income.” Thus it seeks to mislead the public into
making representations about an ‘“income” it never
received. But the form really reveals its fraudulent character
because of the question it doesn’t ask! Since the form is sent
to people who have claimed that they had no income tax
liability, why doesn’t the form ask, “Why do you claim you
have no income tax liability?”” The government doesn’t ask
that question because it’s afraid of the answer it could get,
which could be—‘“Because the law does not establish any
such liability.” So the government doesn’t even ask the one
question that is relevant to the exemption claim!

When you get your Questionnaire, you will have to decide
how to answer it. Since you will be dealing with a criminal
government that acts in arbitrary and unpredictable ways,

Form W'4

(Rev. October 1979)

Department of ths Treasury—Iinternal Revenue Service

Employee’s Withholding Allowance Certificate

Print your full name P IMA TFREEMAN

| Your social security number B OO/ | O2i 0003

Address (including ZIP code) B 24~ /AULELUTNY- DRIVE, LIBERIYWVILE , U.SA. O0Fl

Marital status: [] Single [[] Married [] Married, but withhold at higher Sing!e rate
Note: If married, but legally separated, or spouse is a nonresident alien, check the single block.

2 Additional amount, if any, you want deducted from each pay (if youremployeragrees). . . . « « & o o o
3 | claim exemption from withholding because (see instructions and check boxes befow that apply):

& [x] Last year | did not ows any Federal income tax and had a right to a full refund of ALL income tax withheld, AND

b [X] This year | do not expect to owa any Federal income tax and expect to have a right to a full refund of ALL income tax withheld. Iif both

aandbapply, enter “EXEMPT here . . o « o o ¢ o o & o ¢ o o o o & o o o o s o
¢ i you entered “EXEMPT” on line 3b, are you a fulltime student? . . . . . .

1 Total number of allowances you are claiming (from line F of the worksheetonpage2). . . « « « + o o

)

exenPT——A

’,‘Dm x] No

d on this cer or Iif clai

Under the penalties of perjury, | certify that | am entitied to the ber of withholding al

from withholding, that | am eptitied to claim the exempt status.

Employee’s signsture >
E

Date blj_ﬂM/ﬁRY / f

, 1982

r's name and add fuding ZIP code) (FOR EMPLOYER'S USE ONLY)

Employer identification number
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you will have to respond based upon that understanding, in
conjunction with the knowledge you acquired through this
book. It would also be helpful if you were familiar with the
more in-depth treatment of certain aspects of this subject as
covered in The Great Income Tax Hoax. You might return
the questionnaire with the comment that since you are not
liable for income taxes as vou have already indicated on your
signed and sworn to W-4, none of the questions are applicable
to you, and if the IRS doesn’t believe your sworn W-4, then,
“Why don’t you charge me with perjury?”

There is nothing in the law that says you have to explain
why you are “exempt” to the IRS. Suppose the government
sent you a questionnaire asking why you weren’t filing
wagering or tobacco tax returns. Do you think that you
would have to answer it, and spend 25 cents of your own
money doing it? Since a W-4 is signed under penalties of
perjury, if the government thought your claim was false, its
only legitimate recourse would be to charge you with
perjury—which you have enough knowledge to refute. But
instead of doing that (since it knows it will generally lose in
such prosecutions), the federal mafia finds it easier and
more lucrative to simply intimidate spineless employers into
stealing the wages of their own employees for its benefit—
regardless of their sworn and unrefuted statements!

So, you may find that even though you correctly respond
to the IRS’s inquiry, you might still be fined $500.00 for
filing an ‘‘incorrect W-4.” Your employer might be
“directed” to disregard your W-4 and to withhold even
more taxes than would otherwise be the case. Your
employer might also be “directed” to take both the fine and
the larger tax payments (that you also don’t owe) out of your
pay. AND THE OVERWHELMING MAJORITY OF
AMERICAN EMPLOYERS WILL DO JUST THAT!
In addition, your government is now using W-4s upon
which individuals have validly claimed ‘“‘exempt” as
evidence of an affirmative act of tax evasion and
prosecutes and imprisons people accordingly! All of this is
happening because the American public (with a magnificent
assist from the media) has allowed this nation to degenerate
into a neo-fascist state where neither law nor the Constitu-
tion holds much interest for either the government or its
courts.

INTIMIDATING EMPLOYERS

IRS audits are costly and disruptive even if the IRS finds
nothing wrong. So employers seeking to discourage them
are easily intimidated by the IRS, and send “‘exempt” W-4s
to the IRS even though there is no law requiring them to do
so. If the IRS wants information on an employee, it has to
issue an IRS “summons” to secure that information
pursuant to Code Section 7602 (see the following chapter).
If the IRS could get information without having to issue a

Section 7602 summons, then there would be no need for the
IRS to ever have to issue one—and, indeed, there would be
no need for Section 7602 altogether.

The only information an employer has to disclose (since
he elected to withhold) is the amount of taxes withheld, but
he certainly is not required to submit an employee’s W4 to
the IRS without first getting an IRS summons or subpoena.

But even assuming that an employer is required to submit
an employee’s W-4, he certainly is not required to honor a
letter—even a signed one—‘“directing’ him to disregard his
employee’s sworn W-4 statement with respect to his tax
liability! The law, in fact, directs him to do otherwise.
The fact that the overwhelming majority of American
employers obey these unsigned IRS letters, provides the
clearest proof that this nation as a whole no longer has any
regard for constitutional rights—and that our legal
profession consists largely of incompetents.

As covered in detail in The Great Income Tax Hoax (pp
389-393) lawyers for state and city government and large
American corporations have told me time and again that
they have to obey these benign IRS letters because “we have
to do what the IRS tells us.” If this were true, this would
mean that the wages of American workers belong to the
government—not to the workers. And if the government
can require employers to turn over large portions of an
employee’s salary without a court order (or even a Notice of
Levy!), why couldn’t the government, with equal logic,
order employers to turn over the employee’s automobile
(parked in the corporate parking lot) or his lunch pail or the
contents of his wallet. Yet incredibly, this is what American
lawyers now tell employers they are required to do!

Any employer who gets such a letter can throw it right
into the trash can where it belongs. However, if you are an
employer and want proof of that, then write the following
letter to the IRS if you receive one.

Dear Mr. IRS Man,

I received your unsigned letter informing me to
disregard my employees signed and sworn W-4
statement (and his attached affidavit), which you
claim is “false.” Accordingly, I request that you
answer the following questions with respect to your
letter.

1. What is the name or names of the individual or
individuals who determined that my employee’s W-4
statement was ‘‘incorrect’?

2. What is the basis upon which it was determined
that the W-4 statement is “‘incorrect’’?



158

The Federal Mafia

3. Am I required by law to disregard my employee’s
W-4 and his affidavit simply because the IRS
“directed” me to do so?

4. If your answer to question 3 above is yes, please
provide the Code Section that requires me to do so.

5. What are the penalties that I might be subject to if
I do not follow your “directive”?

6. What is the Code Section that establishes and
enumerates such penalties?

Until I receive satisfactory answers to these six
questions, I will continue to honor my employee’s W-
4 and his affidavit as I am authorized to do by Code
Section 3402(n).

The IRS will not even bother answering that letter But if
it does, I would appreciate receiving a copy.

W-4s Should Be Signed “Under Duress”

It is clear that no employee signs a W-4 voluntarily. This
being the case, employees should indicate this right on the
form. The reason for this is that since the government now
claims that filing an allegedly incorrect W-4 constitutes an
affirmative act of tax evasion—one puts oneself in jeopardy
just by filling one out. Understanding this, one wonders
why any employee would risk doing so. (The same
argument, of course, applies to filling out an income tax
return.) Thus, when you fill outa W-4, you should zake steps
to prevent the government from using it against you. In order
for the government to do that, it would have to claim that
you filed it voluntarily. The government can’t (legally)
compel you to submit a document (in this case, just to work),
and then use it against you!*

So, you should write after your signature: “involuntarily
submitted in order to get paid” or ‘“‘signed and submitted
under duress.” Confirmation of this will be found on the

FIGURE 8-4

TO!

AFFIDAVIT

(Establishing my *‘exempt" status with respect to Federal income taxes pursuant to 26 USC 3402{n})

DATE:

(emplover’s name)

below), cgmfymg that:

This is my sworn affidavit, submitted pursuant to Section 3402(n) of the Internal Revenue Code (reproduced

L lincurred no liability for income tax imposed under subtitle A for the preceeding taxable year;

2. lanticipate [ will incur no liability for income tax imposed under subtitle A for the current taxable year; and

3. T'had a right to a full refund of any and all amounts withheld for both years.

You can see by checking my staternent a,gmmhm_ns_glitha i 1
inthe law. The law makes it perfectly clear that “not withstanding any other provision of this section...” (i.e.
Section 3402{n}) that you *'...shall not be required to deduct and withhold any tax...”” from my wages if [ provide
you with the certified statement contained in this affidavit. Let me further point out that under law (Section
3402[n])1am not required to provide vou or the [RS with anv other document or statement because this affidavit
fulfills all the requirements contained in the law.

Let me further remind you that no mimeographed letter or alleged regulanon can abrogate or supercede my
sworn statement and the clear language and intent

INTERNAL REVENUE CODE SECTION 3402(n)

“(n) Employees incurring no income tax liability.
an employer

shall not be required to deduct and with-

hold any tax under this chapter upon a payment of wages to an employee if there is in effect with respect to such
payment a withholding exemption certificate (in such form and containing such other mformanon as the
Secretary may prescribe)

(1) incurred no liability for income tax imposed under subtitle A for his preceding taxable year, and

(2) anticipates that he will incur no Lliability for income tax imposed under subtitle A for his current taxable

year.
The Secretary shall by regulations provide for the coordination of the provisions of this subsection with the pro-
visions of subsection (f).” (emphasis added)

NAME:
SIGNATURE:

NOTARY:

MY COMMISSION EXPIRES:




How To Stop Paying Income Taxes

159

back of the form, in the Privacy Act Notice. It specifically
states that, “You are required to give this information to
your employer.” If you are “‘required” to give it, then you
didn’t give it voluntarily. Then, if you are ever charged with
tax evasion on the basis of filing an allegedly incorrect W4,
you should be able to keep the government from using it
against you at trial on the grounds that it was nor voluniarily
made. You will now have a statement to that effect on the
front and confirmation of it on the back. You will also argue
that unless you filed one, you would not have been hired—
let alone paid.

In addition, employees should submit the affidavit shown
in Figure 8-4. This affidavit conforms exactly to the
wording of the law (since the government’s W-4 does not)
and since it reproduces the law itself, it should help convince
employers that as long as they have such a statement from an
employee, the law completely absolves them from any
liability with respect to that employee’s withholding taxes.
How much more proof would they need?

AND NOW FOR THE BIG SURPRISE!
WITHHOLDING TAXES ARE NOT EVEN
INCOME TAXES!

Would you believe that American wage earners are
paying a tax that they don’t even know exists?
Incredibly, the federal government has conned the American
public into believing that it is an “income” tax that is being
withheld from the salaries of American workers—when, in
reality, American workers have been made subject (and are
paying) a totally different (and illegal) tax—a “wage” tax!’

The World War II “Victory Tax”

The hitherto unknown wage tax came about as a result of
World War 11. From the inception of the current income tax
in 1913 and until 1942, income taxes were not due until
March 15th of the following year, when it became payable in
a lump sum or in three installments. When you think about
it, how could a tax on income earned during any given year
become due and payable before that year ended? One would
not know how much one earned until the year was over. Any
taxes paid prior to the end of the year represented MONEY
THAT COULD HAVE BEEN INVESTED AND LOST
BEFORE THE YEAR ENDED and so would not have
been fully taxable as income for that year! The income tax,
remember, is a tax on income earned for the year, notatax on
the income earned during any given day, week or month. So,
what right would the government have to tax one’s income
before one’s complete net income for the full year couid be
determined? None whatsoever! However, during the
Second World War the government wanted to make sure it
collected income taxes from a new class of taxpayers that
had never paid it before—the working class. (Prior to WW

I only the affluent paid income taxes). The government
realized that the average worker would spend his wages as he
received them, and would never set aside enough to pay the
tax the following year—either in a lump sum or in three
instaliments. So the tax had to be taken from him as he got
paid, or the government in many cases would never
see it.

However, on what basis could the government
demand money in advance—before it was legally
due—which was March 15 of the following year?
None, whatsoever. So the government apparently devised a
scheme to make the withholding tax look like an income tax
while it actually adopted another form of taxation which,
though illegal, the government could get away with as long
as its illegality were not challenged in the courts on this basis. If
the new tax were successfully disguised, nobody would
challenge it, since no one would even know it existed!®
Remember, if the income tax of 1894 had never been
challenged (and subsequently declared unconstitutional)
the government could also have collected that tax—even
though it, too, was unconstitutional! Somebody firsz has to
challenge its constitutionality.

PROOF THAT WITHHOLDING TAXES
ARE NOT INCOME TAXES

Chapter 3 of the Code is entitled “WITHHOLDING
OF TAX ON NONRESIDENT ALIENS AND
FOREIGN CORPORATIONS” and falls within Subtitle
A. And, if income taxes were being withheld from
Americans, it too would have fallen within Subtitle A.
Section 1441(d) of Chapter 3 states that “the collection of
the tax (was) imposed by Section 871(a)”’—a section that
also falls within Subtitle A. But wage withholding for
Americans is not contained in Subtitle A as is withholding
from non-resident aliens and foreign corporations—but is in
Subtitle C, along with other forms of “Employment Taxes.”
In addition, it provides that the tax withheld is “imposed”
pursuant to that subtitle and not pursuant to Subtitle A,
the title which imposes income taxes!

A Misleading and Fraudulent Caption

The new “wage” tax (i.e. “withholding’”) was established
in Code Sections 3402(a) and 3402(d) as shown in Figure 8-
5 where it appears under the misleading caption of ““Income
tax collected at source.” But, if you read the law itself
(concerning which the caption need have no relationship)
you will see that ““income” taxes are not being withheld at
all, but that a new “employment tax” was created.

The paragraph states that:

Every employer making payment of wages shall
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deduct and withhold upon such wages a tax determined
in accordance with...

Unlike Section 1441, no mention of ““income” tax appears
anywhere in Section 3402 and the section is worded entirely
different from Section 1441. All this section says is that “a
tax”’ shall be deducted and withheld from such “wages.” It
says nothing about it being an ‘“‘income tax” that is
withheld.

But two other Code sections (6413(a) and (b) Figure 8-6)
prove that such “withheld” taxes are not income taxes at all.
Note that both Sections 6413(a) and (b) speak of taxes
“‘tmposed”’ by several other sections AND SECTION 3402!
But income taxes are imposed in Section 1 of the
Code. So, if what is being withheld from your wages
was “imposed” by Section 3402, then what is being
withheld is certainly not income taxes!

But the illusion as to what is really happening is further
punctured by Code Section 3402(d) which states in relevant
part that:

If the employer...fails to deduct and withhold the
tax...and thereafter the tax against which such tax
may be credited is paid, the tax so required to be
deducted and withheld shall not be collected from the
employer...”

So what is actually happening is that the ‘‘wage tax” can
be taken as a credit against the income tax due on April 15th.
Instead of an income tax being withheld (which would be
unlawful since that tax would be withheld before it was
assessed and before it could be statutorily due)—wages were
(illegally) taxed as they were paid, and workers were allowed
to take this as a credit against income taxes which
supposedly would fall due later—after returns were
filed and the tax assessed. The illusion was complete since in
practice it worked out the same, and a misleading caption
was placed on Code Section 3402 to disguise the whole
illegal scam!

WITHHOLDING—FROM SOURCES
OTHER THAN WAGES

Before How Anyone Can Stop Paying Income Taxes came
out, self employed and retired individuals were not faced
with the prospect of having income taxes involuntarily and
illegally taken from dividends and bank interest, as they are
today. As a result of a variety of withholding techniques
(from sources other than wages) it is now practically (though
not totally) impossible to open a bank or brokerage account
without having to give a Social Security number. While the
government claims that this is to prevent under-reporting of
dividend, interest, and other types of income, I believe that

FIGURE 8-5

§ 3102. Income tax collected at source
(a) Requirement of withholding
(D) In general
Except as otherwise provided in this sec-
tion, every _employer making payment of
wages shall deduct and withhold upon such
wages a tax determined in accordance with
tables or computational procedures pre-
scribed by the Sceretary. Any tables or proce-
dures prescribed under this paragraph shall--
(A) apply with respect to the amount of
wages paid during such periods as the Sec-
retary may prescribe, and
(B) be in such form, and provide for such
amounts to be deducted and withheld, as
the Secretary determines to be most appro-
priate to carry out the purposes of this
chapter and to reflect the provisions of
chapter 1 applicable to such periods.

(d) Tax paid by recipient

If the employer, in violation of the provisions
of this chapter, fails to deduct and withhold
the tax under this chapter, and thercafter the
tax against which such tax may be credited is
paid, the tax so required to be deducted and
withheld shall not be collected from the em-
ployer; but this subsection shall in no case re-
lieve the employer from liability for any penal-
ties or additions to the tax otherwise applicable
in respect of such failure to deduct and with-
hold.

an equally important reason is to enable the government to
trace those who may not be filing. The government can also
find out where your assets are so they can be more easily
“seized” with Notices of Levy. Even though the bank and
brokerage people who ask for your Social Security number
may be convinced that “the law requires us to get it,” you
know from Figure 2-11 that this simply is not true. If there
were such a law, the Social Security Administration would
not claim that “Such use is (not) required...by law.” This
alone proves that “backup withholding” rests on fraud.
Banks even ask for Social Security numbers when people
open checking accounts on which no interest will be paid
and so no need exists for this information. But as one bank
official told me, “We’ve become snitches for the IRS.”’ But
the bank’s and brokerage firm’s reason for allegedly having
to get your Social Security number is based on three false
assumptions:

1. that individuals are required to file and pay income
taxes;

2. that individuals are required to disclose their Social
Security numbers to private organizations, and

3. that all interest and dividend payments are actually
wages received from an employer.

So let’s see how these false and fraudulent assumptions
are woven into the law.
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For Starters: FIGURE 8
. -6
Make the “Law” IncomprehenSIble” § 6113, Special rules applicable to certain employment
taxes

The provisions of withholding from sources other than
wages are strewn across no less than 16 different Code
sections (3402-3406, 3501-3510, and 6109 inclusively) and
involve more than 320 subsections and subsubsub-
subsections. As a result, no member of the public can
possibly figure it all out without spending numerous hours
trying to do so. Consequently they have to believe almost
anything told to them by the government or the payor. As a
result, it is also impossible for me to realistically cover all
aspects of such withholding, but I will cover enough of it to
convince you that it’s all based on fraud. However, the
“law” provides what might be considered “liability”’ traps
for those who allegedly “must” withhold. So, such
organizations and persons are advised to check out the
“law” for themselves, though I will present enough of it to
convince anyone that legally, no one is really required to
take any notice of it.

What The Law Appears To Provide

The withholding provisions for dividends and interest are
different from those covering pensions and gambling
winnings, and no doubt, affect far more people. These
provisions seem to suggest (Section 3406(a) Fig. 8-7) that
payors of interest and dividends are required to deduct 20%
for income tax purposes if:

1. the payee fails to furnish his TIN to the payor?,

2. the Secretary notifies the payor that the payee supplied
him with an incorrect TIN number,

3. the Secretary notifies the payor that backup
withholding should be commenced because the payee failed
to properly report interest and dividends,

4. the payor failed to certify that he is not subject to
withholding.

Proof that “backup withholding” is a fraud can be seen
from the opening paragraph of the Code Section 6109 as
shown in Figure 8-8. This is the Section identified in the
Privacy Act Notice (Figure 8-9 Note F) of Form W-9 which
is supplied by the IRS to payors for the purpose of securing
Social Security numbers, though many payors now create
their own forms.

Did you recognize why this section cannot apply to
income taxes? Did you notice that “income taxes” is not
mentioned in the section? I will address the one apparent
exception in Section 6109(a)(4) in a moment. This section is
not in Subtitle A and there is no cross-reference making it
applicable to that subtitle; the reason for that will soon be
apparent.

(a) Adjustment of tax
(1) General rule

If more than the correct amount of tax im-
posed by section 3101, 3111, 3201, 3221. or
3402 is paid with respect to any payment of
remuneration, proper adjustments, with re-
spect to both the tax and the amount to be
deducted, shall be made, without interest, in
such manner and at such times as the Secre-
tary may by regulations prescribe.

(2) United States as employer

For purposes of this subscction, in the case
of remuneration received from the United
States or a wholly-owned  instrumentality
thereof during any calendar vear. each head
of a Federal agency or instrumentality who
makes a return pursuant to section 3122 and
cach agent, designated by the head of a Fed-
eral agency or instrumentality, who makes a
return pursuant to such section shall be
deemed a separate employer.

(1) Guam or American Samoan as employer

For purposes of this subsection, in the case
of remuneration received during any calendar
year from the Government of Guam. the
Government of American Samoa, a political
subdivision of either, or any instrumentality
of any one or more of the foregoing which is
wholly owned thereby, the Governor of
Guam, the Governor of American Samoa. and
cach agent designated by either who makes a
return pursuant to section 3125 shall be
deemed a separate employer.

(1) District of Columbia as employer

For purposes of this subsection. in the case
of remuneration received during any calendar
year from the District of Columbia or any in-
strumentality which is wholly owned thereby,
the Mayor of the District of Columbia and
each agent designated by him who makes a
return pursuant to section 3125 shaill be
deemed a separate employer.

(b) Overpayments of certain employment taxes

If more than the correct amount of tax im-
gosvd by section 3101, 3111, 3201, 3221, or 34032
Is paid or deducted with respect to any pay-
ment of remuneration and the overpayment
cannot be adjusted under subsection (a) of this
scetion, the amount of the overpayment shall
be refunded in such manner and at such times
(subject to the statute of limitations properly
applicable thereto) as the Secretary may by
regulations prescribe.

(5) States and political subdivisions as employer

For purposes of this subsecction, in the case
of remuneration received from a State or any
political subdivision thereof (or any instru-
mentality of any one or more of the foregoing
which is wholly owned thereby) during any
calendar year, each head of an agency or in-
strumentality, and each agent designated by
either, who makes a return pursuant to sec-
tion 3125 shall be deemed a separate employ-
er.
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As you can see from Sections 6109(a) and (a)(1), these
sections only apply to persons “required by regulations
prescribed by the Secretary,” with respect to “Any person
required under the authority of this title to make a return,
statement, or other document...” Since no one is “‘required”
either by any “regulation(s) prescribed by the Seccretary”
or the Code itself “‘to make a return...” in connection with
income taxes—this section and any Code section based
on it—can not apply to income taxes! Further proof of
this is found in the fact that “backup withholding” is not
even tied to the income tax imposed in Subtitle A but to the
“wage” tax imposed in Subtitle C. Therefore, since backup
withholding is based on a provision of the law having nothing
to do with making returns, statements or lists, why was this
language used? It was done to mislead the public into
believing that such withholding is related to the income tax
when, in fact, it isn’t. To compiete the illusion the term
“income tax’’ was slipped into subsubsection (a)(4); but, as
you can see, its use there is related to those who prepare tax
returns, and does not relate to taxpayers themselves.

CAMELS, BEING DUCKS, CAN FLY

In order to create a legal basis for all forms of ‘“backup
withholding,” the government makes a claim no more
rational than the one stated above. Would you believe that
the basis for all such withholding (from gambling winnings
to stock dividends) is that such payments are really
wages received from one’s employer? No, I’m not kidding,
I’m serious. As you can see, Section 3406(h)(10) (Figure 8-
10) provides (with respect to ‘‘reportable” interest,
dividend and “‘other reportable payments’’) that:

Payments which are subject to withholding under this
section shall be treated as if they were wages paid
by an employer to an employee (and the amounts
deducted and withheld under this section shall be
treated as if deducted and withheld under Section
3402).

A similar assumption will be found in: Code Section
3402(o)(1) with respect to payments for supplemental
unemployment, annuity and sick pay benefits; Section
3402(q)(7) with respect to gambling winnings; Section
3402(r)(2) with respect to some types of stock distributions
(though this section was repealed in 1986); and Section
3405(a)(1) with respect to pensions, annuities and certain
deferred income and nonperiodic distributions. Ask
yourself, why did the government have to assume that all of
these distributions were wages when they obviously are not?
Why couldn’t the government have simply provided
for such withholding without having to make such an
ASININE AND FALSE ASSUMPTION? You should
know the answer to that. If what were being withheld were
income taxes, the government would run into the same

FIGURE 8-7

§ 3406. Backup withholding

(a) Requirement to deduct and withhold

(1) In general

In the case of any reportable payment, if—
(A) the payee fails to furnish lhis TIN to
the payor in the manner required,
(B) the Secretary notifies the payor that
the TIN furnished by the payee is incorrect,
(C) there has been a notified payee under-
Ieporting described in subsection (c¢), or
(D) there has been a payee certification
failure described in subsection (d),

then the payor shall deduct and withhold
from such payment a tax equal to 20 percent
of such payment.

(2) Subparagraphs (C) and (D) of paragraph (1)
apply only to intercst and dividend payments

Subparagraphs (C) and (D) of paragraph

(1) shall apply only to reportable interest or
dividend payments.

FIGURE 8-8
(a) Supplying of identifving numbers

When required by regulations preseribed by
the Secrectary:

§ 6109, Identifying numbers

(1) Inclusion in returns

Any person gequired under the authority of
this title to make a return, statement, or
other document shall include in such return,
statement, or other document such identify-
ing number as may be prescribed for securing
proper identification of such person.

(2) Furnishing number to other persons

Any person with respect to whom a return,
statement, or other document js reguijred
under the authority of this title to be made
by another person shall furnish to such other
person such identifying number as may be
prescribed for securing his proper identifica-
tion.

(3) Furnishing number of another person

Any person required under the authority of
this title to make a return, statement, or
other document with respect to another
person shall request from such other person,
and shall include in any such return, state-
ment, or other document, such identifying
number as may be prescribed for securing
proper identification of such other person.

(1) Furnishing identifying number of income tax
return preparer

Any return or claim for refund prepared by
an income tax return preparer shall bear such
identifying number for securing proper iden-
tification of such preparer, his employer. or
both, as may be prescribed. For purposes of
this paragraph, the terms “return” and
“claim for refund” have the respective mean-
ings given to such terms by section 6696(¢).

For purposes of this subsection, the identifying
number of an individual (or his estate) shall be
such individual's social security account
number.
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problem it faced with respect to wage withholding. They
solved that problem by illegally creating (and hiding) a
“wage” tax. Since the government was successful in fooling
the public with that one, it evidently felt that it could now
chance pulling off an even greater scam. So they now
applied the illegal wage tax to things that weren’t
even wages! If the government can claim gambling
winnings and stock distributions are wages, why can’t it
claim that 7-Up is bourbon and chocolate kisses are cigars
and tax them accordingly? Apparently there is no end to
the amount of wool the government is capable of
pulling over the eyes of the American public.

STOPPING SUCH
ILLEGAL WITHHOLDING

Putting a stop to such illegal withholding depends on the
real nature of the distribution since the “law’” treats them
differently. But if all distributions are regarded as “wages,”
how can such differences apply? Thus the law is
unconstitutional (and thus void) for another reason: it lacks
uniformity. For example, to stop withholding from
pensions, annuities and deferred income all one has to do is
“elect to have (withholding) not apply” (pursuant to Code
Section 3405(a)(2)). That’s all there is to it! And one can
make the same election with respect to non-periodic
distributions pursuant to Code Section 3405(b)(3)(A). But 1
have come across individuals who were having taxes taken
out of their annuity payments, who didn’t know they could
stop it that easily. God only knows how many annuitants are
currently unknowingly having taxes withheld.

Gambling Winnings

The law with respect to gambling withholding is illegal
for a variety of reasons, since apart from everything else, it is
not uniform, not only with respect to other types of
withholding but even within its own category. For example,
under Section 3402(p)(2) winnings from state-conducted
lotteries are subject to withholding if the amount exceeds
$5,000 while for jai alai, dog and horse tracks, withholding is
authorized if the amount won exceeds $1,000 and is 300
times the amount wagered. Winnings from slot machines,
bingo and keno, on the other hand, are exempt from
withholding altogether. And while the law with respect to all
other types of withholding provides some mechanism
whereby the payee can stop it, I can’t find a similar
provision with respect to gambling winnings. So such
discrimination has to be illegal!

In addition, I believe that some race tracks might be
withholding even when there is no need for it. Such
withholding should not occur unless the amount won
exceeds 300 times the wager. This would eliminate
withholding from all regular races, since I don’t believe any

FIGURE 8-10

(10) Coordination with other sections

For purposes of section 31, this chapter
(other than section 3402(n)), and so much of
subtitle F' (other than section 7205) as relates
to this chapter, payments which are subject
to withholding under s section shall be
treated as if the;l( were wages paid by an em-
ployer to an employee (and amounts deducted
and withheld under this section shall be
treated as if deducted and withheld under
section 3402).

horse ever goes off at 300 to 1. This would leave withholding
to things like the daily double or a trifecta. I mention this
only because I seem to recall people telling me that their
winnings had been made subject to withholding even
though I don’t recall being told that their win involved
anything so dramatic as the daily double or a trifecta.

But the withholding of gambling winnings is ridiculous
(and obviously illegal) even if the proper amount is
withheld. Let’s assume an individual goes to the track with
$1,000 and bets it all on the first race and wins $30,000:
$5,800 would be withheld. Now let’s assume that he bets on
the remaining races and loses all of them including the
$24,200 he got from that first race. So he borrows bus fare
and goes home slightly depressed, having lost $1,000 for the
day—yet he paid $5,800 in taxes! Does that make sense to
anybody?

PREVENTING WITHHOLDING ON
INTEREST AND DIVIDENDS

As explained previously, Section 3406(d)(1) provides for
payee certification that “payee is not subject to withholding
under Subsection (a)(1)(C).” All payees can certify to this
on the following basis.

1. They are not liable for income taxes.

2. Since interest and dividends are not wages, such
receipts cannot (on the basis of law, fact, and common sense)
be subject to a “wage” tax, regardless of what Section
3406(h)(10) says. Such a provision is obviously void
because it is patently absurd and contrary to fact.

3. If, on the other hand, interest and dividends are wages,
then payees are authorized to claim exempt pursuant to
Section 3402(n).

As you can see from the above, no one can really be
required to submit to withholding on interest and dividend
income. So what’s the problem? The problem is that when
you deal with the federal government you’re dealing with
the mafia, of whom most banks and brokerage firms
(having licenses to protect and who are themselves afraid of
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IRS audits) are afraid. They are more afraid of the IRS than
in keeping you as a client. So you face a problem. How you
choose to deal with it depends on a number of variables.
Assuming that you are self-employed and not filing tax
returns, and the IRS has not bothered you: obviously, if you
give your Social Security number to a bank or brokerage
firm, this may help the government figure out that you’re
not filing. This might facilitate IRS harassment.

If you are only opening up a checking account and can
persuade the bank (as I was able to do by using Figure 2-11)
that you are not required to give them your Social Security
number you will suffer no consequences since nothing will
be withheld anyway. If, on the other hand, the account is

interest-bearing and you don’t give the bank your Social
Security number, it will probably deduct 20% of the interest
and send it to the government. Since the bank won’t have
your Social Security number I'm not sure how the
government accurately credits this receipt. Undoubtedly its
computers can track people either by name or by number. If
you don’t file for a refund you will obviously lose what was
deducted (unless you plan to file for a refund and then sue
later in a district court). Again, however, this might call
attention to the fact that you haven’t been filing, and
increase the probability of IRS harassment. So, if it’s a
savings account you want, you will be better off with one in
Canada. Canadian banks won’t ask for your Social Security
number, and while they will withhold 15% for Canadian

FIGURE 8-11

interest/dividends or

AFFIDAVIT
To Establish My Exemption From Backup Withholding
Since backup withholding is predicated on the assumption that
to an employee section 3402(n) is applicable.

INTERNAL REVENUE CODE SECTION 3402(n)

are wages paid by an employer

(n) Employees incurring no income tax liability—Notwithatand-
ing any other provision of this section, an employer shall not be re-
quired to deduct and withhold any tax under this chapter upon a

the employee—

2).

payment of wages to an employee if there is in effect with respect
to such payment a withholding exemption certificate (in such form
and containing such other information as the Secretary may pre-
scribe) furnished to the employer by the employee certifying that

(1) incurred no liability for income tax imposed under subti-
tle A for his preceding taxable year, and

(2) anticipates that he will incur no liability for income tax
imposed under subtitle A for his current taxable year.

The Secretary shall by regulations provide for the coordination of
the provisions of this subsection with the provisions of subsection

Account No.

State of

County of

My Commission expires

Pursuant to Section 3402(n), this is to certify that I incurred
no liability for income tax imposed under subtitle A last year, and
I will incure no liability for income tax this year either. Thus I

am also exempt from backup withholding pursuant to this section.

Before me, the undersigned, a notary public within and for the said
county and State, personally appeared and swore to the
truthfullness of the above representations.

Witness my hand and notarial seal this day of 1989

Notary Public
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taxes, you will still be out less than if the same amount were
deposited in an American bank and you would not have
alerted the IRS. If you can’t open up a U.S. checking
account without disclosing your Social Security number,
you might consider a Canadian bank for that too. You can
keep your account in dollars, mail in your deposits, and
write checks just as you would on any American account. I
am told Canadian banks only respond to orders from
Canadian courts. So, obviously, they will not turn over
money pursuant to an IRS Notice of Levy. This feature
alone makes them preferable to American banks. For details
you might write to the Bank of Montreal, P.O. Box 1,
Toronto, Canada M5X-1Al1.

However, though the Bank of Montreal won’t have your
Social Security number, it’s still a bank, and the U.S. has a
tax treaty with Canada. I don’t minimize the IRS’ ability to
get information from any regular North American bank. In
addition, there may be some restrictions with respect to the
transfer of funds to a foreign bank, so you would want to
check that out. The U.S. has now embarked on a program to
impose on Americans the types of currency controls that
Mjalmar Horece Greeley Schacht (his mother was a
Danish-American), Hitler’s Minister of Economics,
designed for Nazi Germany in 1934.

An alternative to commercial banking is afforded as a
service of the National Commodity and Barter Association
(NCBA) located at 8000 E. Girard Ave., Suite 215, Denver,
Colorado 80231. Their telephone number is 303-337-9617.
The NCBA is not a bank, is not incorporated, is not a
member of the Federal Reserve, does not loan out funds,
does not engage in fractional reserve shenanigans, and is not
subject to banking regulations. Among other things, NCBA
offers services along lines that you will find helpful. You can
keep your funds in silver coins or in U.S. currency (non-
redeemable Federal reserve notes) more accurately referred
to by the Exchange and its members as “FRNS.” They will
not ask you for your Social Security number and your
constitutionally protected right to privacy will be respected.
The NCBA offers various types of services for its members,
so you might call or write to them for details.

CLAIMING “EXEMPT” WITH RESPECT
TO INTEREST AND DIVIDENDS

As referred to in 3406(a)(1)(D) (Figure 8-7), there is such
a thing with respect to “backup withholding” as ‘““payee
certification failure.” This is as close as this statute gets to
Section 3402(n). Actually (as explained later) since backup
withholding is based on interest and dividends being
wages subject to tax under Section 3402, then the
provisions of Section 3402(n) should apply, and one should
be permitted to claim “‘exempt” simultaneously with
opening up the account. However Section 3406 allows such

“certification” only when the government invokes
provision (c) of Section 3406. That is when the Secretary
notifies the banks to commence withholding because of
alleged “under-reporting,” even though you provided your
Social Security number in accordance with provision (a).
Only then are payees presumably authorized to claim that
they are not subject to withholding. However this provision
apparently doesn’t apply if you fail to give your Social
Security number to the bank, pursuant to provision (a). In
that case, there doesn’t seem to be a provision for “payee
certification...that such payee is not subject to
withholding.” Despite this omission you should still be able
to claim “exempt’ since you know that the law does not
require (nor could it) such withholding. Therefore, I
have created an all purpose Affidavit (Figure 8-11) that you
might try using even when you open an account. The
success you might enjoy will depend on your own powers of
persuasion, how much the bank or brokerage firm wants
your business, its willingness to examine the facts, and how
fearful they are of the IRS. It might be helpful if you
provide them with this chapter to read. Other procedures
you might adopt are covered elsewhere in this book.?

Before leaving this subject, it might be helpful to briefly
examine Form W-9 just to gain additional insight into the
extent of the fraud the government practices in connection
with “backup withholding.”

1. At note A, the form uses the word “must” and not
“required” for reasons you already know.

2. The use of the word “required” (Note B) here is false.
Nothing in the law says that anyone is “required” to do so.

3. A “reasonable cause” (C) is that you are not liable for
the tax, had no ““income” within the meaning of the law, and
bank interest and stock dividends and trading profits are not
“wages”” that can be lawfully taxed as such,

4. You will not be making a “false statement” (Note D)
and not one without a “‘reasonable basis’’ for all the reasons
stated above.

5. Note E explains why you should claim on any state-
ment in connection with backup withholding that it is not
being supplied voluntarily. You were forced to make any
“certifications or affirmations” to prevent payors from
illegally turning over your money to the government.
Remember, if the government gets any of your dividends or
interest through the backup withholding ruse—and you do
not file regularly—you will have to file a refund claim and
then sue to get it back. In filing such a claim you will have to
admit to not having filed a tax return. Such an admission
may expose you to criminal charges (pursuant to Code
Section 7203 for willfully failing to file). However, you can
seek to frustrate that effort by again indicating that your
claim for a refund was not made voluntarily but in response
to the government’s illegal confiscation of your money. It’s
either that or filing a return to get the money back or trying
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to prevent the illegal confiscation of your funds before it
occurs.

6. The government’s claim at Note F is false. Nowhere in
Section 6109 is anyone “required” to furnish their “correct
identification number” as is verified by Figures 2-11 and
8-6.

It is certainly a sad commentary on the state of affairs in
America when anyone of average intelligence can figure out
that they are not subject to a “law,” but still have to spend
time, money and energy seeking ways to avoid it. That’s the
price we now mustall pay for permitting the federal mafia to
get away with murder.®

NOTES TO CHAPTER 8

1. Unfortunately, some people who were persuaded by
How Anyone Can Stop Paying Income Taxes that they could
legally stop paying income taxes (they could) went to jail.
How many, I don’t know. But they and their families paid a
terrible price because of what they learned. Not thatany of it
was wrong; on the contrary—it didn’t go far enough. And
though the book carried the same warning that appears in
this one, and cautioned about the corruption of our courts, it
is still painful to contemplate the degree of suffering that
some experienced because of the information I provided. 1
also thought I had included material that would prevent
what happened to myself (I wrote of my having gone to jail
for not filing) and others from happening to them. So, I
must again warn you regarding the use of this information.
There is no question that it is all correct. Paying and filing
income taxes are, by law, voluntary. The law, as you will
now discover, also provides you with a means for stopping
the withholding of that tax; which, by any legitimate
standard, you have a perfect right to do. But, by doing so,
you run the risk of going to jail! That’s just how it is in
Amerika! So, you have to consider whether or not it’s worth
the risk. As I write this, (June 6, 1989) the pictures of what
has happened in China are still vividly in mind—especially
the ones showing a student stopping a column of tanks with
nothing but courage. This book should have convinced you
that the freedoms Americans think they possess are largely
illusory. We may, indeed, be freer than others in this world,
but we are certainly not as free as Americans once were
and not as free as our Constitution supposedly guaran-
tees. We are losing more of our freedom (along with our
former economic superiority) each day. The question is,
what risks and steps can and should Americans pru-
dently take to recapture that freedom? Should Americans
simply cave in to the kind of government tyranny that is
fully documented in this book?

2. What might appear to be an exception to this is the
provision found in many divorce decrees that the one paying
alimony gets to deduct it, while the one receiving it must
declare it. Such an arrangement, however, is based on
mutual consent. However, suppose the one receiving the
alimony believed it was taxable at the time the agreement
was made, but now discovers that they are not “liable” for

the tax. Are they necessarily still bound by that agreement?

3. Apart from employees being given a fraudulent Privacy
Act Notice and being intimidated into paying the tax by the
publicity given to the criminal prosecutions of those who
failed to file, employees had no “income” within the
meaning of the law. In addition, the income tax is not
imposed pursuant to any of the taxing clauses of the
constitution. So on these bases, all employees had ““a right to
a full refund”’—even though they might not have claimed
one.

4. However, the government does just that when it
prosecutes people for income tax evasion. It claims that
returns are required to be filed, then uses those same returns
against those who do, to gain their convictions!

5. The current “wage”’ tax is illegal on various grounds—
and should be constitutionally challenged by somebody on this
basis. The wage tax amounts to an unapportioned direct tax
on the main type of property owned by America’s working
class—their labor. Even if one wanted to argue (albeit
incorrectly) that the 16th Amendment gave the government
the right to tax income without apportionment, it certainly
did not give it the right to tax labor without apportionment.
But, in addition, how could the federal government (either
legally or equitably) put a direct tax on labor without
putting an equal direct tax on capital?

6. Apparently in 1943, the government believed that it
was better to create an illegal tax rather than to graft illegal
provisions onto an existing one. However such concerns
don’t seem to bother the government today.

7. Note that the “law” here only speaks on one’s TIN
(Taxpayer Identification Number) and not one’s Social
Security number. Do you want to speculate why? My
original Social Security card carried the inscription “Not
To Be Used For Identification.”” This inscription no longer
appears on cards issued today. The reason it was once there
was to placate those who opposed the bill on the grounds
that such numbers would become I.D.s—which was never
the Act’s purpose. It probably would have been defeated if
this were proposed or even suggested.
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8. In addition, it should be noted that the law covering
notification to commence backup withholding applies only
to “underreporting.” It is crystal clear that this can only
apply in cases where a return is filed and such interest is not
reported. By “law” and logic it cannot apply when returns
are not filed—since no “self-assessment” took place!
However, I am sure the IRS will apply the “law” to
situations when no returns are filed (and thus no “under-
reporting” occurs) and the courts will, no doubt, reject any
argument addressed to the ‘“laws” proper application as
“frivolous.’

9. It came to my attention after I had finished writing this
chapter, that most (if not all) of America’s major stock
brokerage firms are withholding proceeds from the sale of
stock—when Social Security numbers are not supplied—in
total violation of the provisions of back-up withholding.
What these firms are doing is deducting 20% from all
stock sales, even though such withholding is not required
by law—even if we assume that back-up withholding is
otherwise legitimate. For example: suppose you invest
$10,000 with one of America’s major brokerage firms and
three months later you sell the stock, through the same
broker, for $10,000. If you haven’t supplied the brokerage
firm with your Social Security number, it will withhold
$2,000 and send it to the government. Then suppose they
invest the remaining $8,000 for you in another stock, and
three months later you again sell it for what you paid, or
$8,000. This time they will deduct and send $1,600 to the
government. So now the government has $3,600 of your
money and you still haven’t earned a quarter! But
suppose you only got $5,000 on your first trade—what
happens then? In that case, American brokerage firms
would still send $1,000 to the government, even though
you lost $5,000 on the sale! Can you believe this! So I
called the legal department of one of America’s largest
brokerage firms—and they confirmed it! I was told, ‘“Look,
we don’t like it either. It costs us money. But we’re obligated
to follow the law.” When I asked the firm’s lawyer what law
(Code Section) “required’” them to deduct 20 percent out of
every sale (if I did not give them my Social Security
number), he would only say, “It’s somewhere in the 6,000
sections, but there are pages and pages of regulations on
this. And, there is nothing we can do about it. It’s the law.”
All of that was nonsense, of course, since there is no law that
requires it. And the only way to stop this is for a number of
people to buy, say $1,000 of stock, not give the firm their
Social Security number, sell the stock, and if they withhold
$200, sue them in small claims courts for the $200. After
enough brokerage firms lose these suits, maybe they’ll stop
this practice. What the law “‘says” is that in the event of the
failure of the payee to furnish his TIN to the payor, the
payor has to deduct (theoretically, of course) 20 percent of
“any reportable interest or dividend payment” or “any
other reportable payment.”” Now it’s one thing for a

brokerage firm to claim that interest or dividends are
“reportable,” since the law specifically identifies them, and
assuming one files, they generally are. But the law says
nothing about withholding anything from the mere sale of
stock. 1t only refers to ““other reportable payments.”” But the
only sales that are theoretically “reportable’ are those that
result in gains! Wash sales are not ‘‘reportable payments,”
and certainly a stock loss is not a “reportable payment”! No
one is “required” to deduct stock loses from their
income taxes. They are supposedly required to report stock
gains, because they are theoretically taxable—Ilosses and wash
sales are not taxable on any basis!

So why do brokerage firms withhold in such cases? They
do it because they can get away with it, and because the law
is not really enforceable as written. Since firms have no way
of knowing whether any given sale results in a reportable
gain—they deduct 20% from all sales! In our first example,
the firms own records would disclose that there was no
“reportable payment.” But suppose the stock were
purchased from another broker. In that case the selling
broker would not know (without spending time and money
to find out) whether the stock sold was initially purchased
for $5,000, $10,000 or $15,000. So it deducts the 20%
regardless of whether or not there is a “reportable
payment.” But that’s the government’s problem or the
brokers problem—not the payee’s problem. The most
the law “says” that can be deducted is 20 percent of the
“reportable payment.” If one sells a stock for a loss, thereis
no “reportable payment.” So what does this mean? It means
that Americans are now having payments deducted from
stock sales that the law doesn’t even authorize—simply
because it is expedient for the brokerage community to doit
that way! Well I suggest that the public make it more costly
for them to do it that way! The fact that since there is really
no cost effective way to withhold taxes from stock sales,
means that such sales should not be subject to
withholding—for this and other reasons! What this policy
also means is that Americans who want to trade stock are
forced (actually blackmailed) into revealing their Social
Security number, even though there is no law that
requires it! Why should a seller of stock (who doesn’t want
his stock broker to know his Social Security number) lose
20% of a sale (when no law requires that either!), simply
because brokerage firms can’t economically collect what
they think the law “requires” in any other way?

Of course, when you speak to those in charge at these
firms they tell you, “We’re only following the law. You’ll get
it back when you file your return.” Well, you know that’s noz
the law. Why should the government be able to hold your
money, interest free? Why should you have to file a return in
order to get it back? Maybe you don’t want to file! If
Americans don’t want to give their Social Security numbers
to stock brokers, they are forced to deal with foreign brokers!
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— CHAPTER 9 —
AVOIDING IRS AUDITS & SUMMONSES

“An individual taxpayer may refuse to exhibit
his/her books and records for examination...
under the Fifth Amendment...and Fourth Amendment.’’

If anything strikes terror into the heart of the average
American, it’s the prospect of an IRS audit. Audits can
involve substantial legal and accounting expenses and divert
precious time away from business and personal affairs. But
what is ironic about this is that there is no law that says
anyone is required to be audited.

This is fully substantiated (as was formerly mentioned) in
paragraphs 342.12 of the IRS’s own Handbook for Special
Agents (Figure 2-9). Paragraph 342.12 explains that in
refusing to be audited one should have clear proof that one
has done so on constitutional grounds. As shown in this
paragraph, on at least three occasions federal judges (though
this has happened many more times) have instructed juries
that “in the absence of such claims, it is not error for a court
to charge the jury that it may consider the refusal to produce
books and records, in determining willfulness.” This
provides added insight into the integrity of the federal
judiciary and the nonsensical and contrived basis on which
many Americans are now sent to jail.

Since it is perfectly clear that no one is legally required to
be audited (there is no law that requires it and the
Constitution forbids it), why should juries be instructed, on
any basis, that such a refusal can be considered “in
determining (criminal) willfulness.”” Sometimes the basis
(constitutional or otherwise) as to why a defendant refused
to be audited is not, for various reasons, fully developed at
trial—since it may not seem that significant to the defendant
or his lawyer. This happened to me where such an
instruction was given. In each of the three cases cited above,
the defendants could have gone to jail simply because they
refused to be audited! Remember, no law required them
to be audited anyway! The reason is that none of the
defendants could have been convicted unless the jury
found “willfulness” proven beyond a reasonable
doubt. If this were the the only basis (or a significant
element) for such a finding, these defendants could have
been found guilty on this basis alone—regardless of
anything else they might have been charged with. If
the prosecution could not have proven willfulness on any
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other basis, they all would have gone free! So this is
irrefutable proof that not only are Americans now
being sent to jail for having done nothing illegal, they
might also go to jail for simply claiming a constitu-
tional right that was not clearly revealed at trial!

The reason one does not have to submit to an IRS audit or
even turn over one’s books or records in response to a more
compelling IRS summons is that if one were required to do
either, the IRS could not use the information it gathered to
determine possible criminal culpability or to assess civil fines
and penalties. If the IRS could do neither with audit
information, then there would be no point in their
conducting audits or issuing summonses! This is made
additionally clear by section 342.15 (see Chapter 2, Figure
2-9) of the IRS Handbook. Nicola was indicted for income
tax evasion and ““‘objected for the first time” at his trialtoan
IRS agent’s testimony, which included information
received from Nicola at an audit. However, when Nicola
attempted to prevent this information from being used
against him, look what the judge said.

“But he did not refuse to supply the information
required. Did he waive his privilege? ..it was
necessary for him to claim immunity before the
government agent and refuse to produce his books. After
the government had gotten possession of the informa-
tion with his consent it was too late for him then to claim
constitutional immunity.” (emphasis added)

So here the court admonishes Nicola for not having
asserted his constitutional rights ar the audit, by refusing
to produce his books and give information. Note that the
court states that Nicola gave the information “with his
consent”’—i.e. voluntarily. Of course many Americans
believe that they are “‘required” to do so (from a practical
standpoint they are, as will be explained shortly), so to claim
that it was done with Nicola’s consent is purely speculative
and probably false. Nicola probably did not even realize that
he had aright not to turn over the incriminating information
and then was probably convicted because of it.
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Additional Proof That
Income Tax Returns Are Not “Required”

Of course, everything that sections 342.12 and 342.15 say
about IRS audits applies with equal force to income tax
returns—since all information on those can al/so be used
against you! So, if you can refuse to be audited on
constitutional grounds, why can’t you refuse to file a return
on those very same grounds?' And, as a matter of fact, in 1927
the Fourth Circuit Court of Appeal said just that in Sullivan
v. U.S., 15 F.23 809 (see Reply Brief, Appendix). Note the
final line in section 342.12 concerning a court’s refusal to
hold someone in contempt for not producing ‘‘his/her
books and records,” on the grounds that such a
“disclosure...would provide a starting point for a tax evasion
case.” The real “starting point” for a tax evasion case,
however, is the filing of a return—so why wouldn’t the
same reasoning apply there?

And, as was already pointed out in Chapter 2, if you
surrender your Fifth Amendment right by filing—you are
subsequently compelled to surrender your Fourth
Amendment right as well/ So the only way you can retain
both of the constitutional rights which the IRS handbook admits
you have—without risking financial punishment—is by not
filing!

THE FRAUDULENT
IRS SUMMONS (SUBPOENA)

If an individual or business refuses to be audited, the IRS
generally responds by issuing an IRS Summons—often
ominously entitled “Collection Summons.” These
summonses might just as well be called subpoenas, (and in
many court cases they are) since they operate essentially in
the same manner. By law, they have absolutely nothing to do
with income taxes (as you might have guessed) but,
nevertheless, the IRS uses them to gather information from
both taxpayers and third parties alike, for that purpose.
Despite the fact that an IRS summons BY LAW cannot
apply to income taxes, there have been at least a dozen
Supreme Court decisions involving them and hundreds if
not thousands of cases at the appellate and district court
levels. As a result, the American public has been bilked out
of untold millions (if not billions) in fraudulent legal fees, as
well as having had to absorb needless and incalculable
economic costs in both time and money.

THE LEGAL BASIS
FOR AN IRS SUMMONS

The IRS’ ability to inquire into an individual’s affairs
with respect to taxes is contained in Chapter 78 of Subtitle E
which is entitled “Discovery of Liability and Enforcement
of Title.” It should be obvious that this Chapter does not

apply to income taxes for two reasons. First, it does not
appear in Subtitle A and there is no cross reference from
that title making this Chapter applicable to it. Secondly,
since the Chapter concerns the “Discovery of (Tax)
Liability,” it cannot apply to income taxes, since there is no
such tax “‘liability.”’

The Need For a Tax “Liability”

Sections 7601 and 7602 (Figure 9-1) clearly establishes
that without the existence of a potential tax “liability,” the
IRS has no authority to issue a summons, and since no such
“liability” exists with respect to income taxes, the IRS has
no authority to issue summonses in connection with income
taxes. What can be plainer or simpler than that? Note
that Section 7601 only authorizes the IRS to “inquire after

FIGURE 9-1
Code Section 7601

Sec. 7601. Canvass of districts for taxable persons
and objects.

(a) General rule.

The Secretary shall, to the extent he deems it practicable,
cause officers or employees of the Treasury Department to
proceed, from time to time, through each internal revenue
district and inquire after and concerning all persons therein who
may_be liable to pay any internal revenue tax, and all persons
owing or having the care and management of any object with
respect to which any tax is imposed.

(b) Penalties.

For penalties applicable to forcible obstruction or hindrance
of Treasury officers or employees in the performance of their
duties, see section 7212.

Code Section 7602
Sec. 7602. Examination of books and witnesses.

(a) Authority to summon, etc.
For the purpose of ascertaining the correctness of any return,
making a return where none has been made, determining the
JLiability of any person for any internal revenue tax or the liability
atlaw or in equity of any transferree or fiduciary of any personin
respect of any internal revenue tax, or collecting any such
liability, the Secretary is authorized—
(1) To examine any books, papers, records, or other data
which may be relevant or material -to such inquiry;
(2) To summon the person liable for tax or required to
perform the act, or any officer or employee of such person,
or any person having possession, custody, or care of books
of account containing entries relating to the business of the
person liable for the tax or required to perform the act, or any
other person the Secretary may deem proper, to appear
before the Secretary at a time and place named in the
summons and to produce such books, papers, records, or
other data, and to give such testimony, under oath, as may be
relevant or material to such inquiry; and
(3) To take such tesumony of the person concemed under
oath, as may be relevant or material to such inquiry.
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and concerning all persons therein who may be liable to pay
any internal revenue tax.”’ Therefore the IRS has no
authority to inquire “after” anyone who does not have a
potential tax liability. And though further on the section
speaks of ‘“persons owning or having the care and
management of any objects with respect to which any tax is
imposed,” the existence of a possible tax “liability” with
respect to the person inquired about must, obviously, exist.

Section 7602, however, is the crucial section and clearly
reveals the fraud that has been perpetrated on the American
public, since it reveals that the IRS never had the authority to
issue summonses or inquire into the affairs of people in
connection with income taxes. (This is how the section
appeared until 1983. We will cover the additions shortly.) It

also reveals why no employer, bank, brokerage firms, etc.,
etc., is required to reveal anything to the IRS ABOUT
ANYBODY without first getting a Section 7602 summons.
Since Section 7602 is presumably the law that authorizes the
IRS to pry into the private and business affairs of Americans
(thus interfering with contractual and privacy rights) this is
the law that the IRS must follow when it wants to do such
prying. The IRS can’t merely ask third parties for
information concerning other Americans. It must get it by
way of a Section 7602 summons! If the IRS can compel such
information without having to issue a summons, then what
purpose does Section 7602 serve?

As you can see, the first paragraph of Section 7602 uses
the word “liability” no less than three times! Without the
existence of a potential tax “liability,” the section is not
even applicable, so obviously it has no applicability to
tncome taxes! This is further confirmed by Section (2),
though Section (1) deserves some comment. This latter
section can be misleading since it deals with what IRS
agents are “‘authorized” to do, but imposes no obligation on
the public. It “authorizes” IRS agents to “examine any
books, papers, records, etc., etc.,” but only if one chooses to
voluntarily give his records to the agent. Just because IRS
agents are “‘authorized” to ‘““examine” such documents does
not mean that anyone is legally obligated to supply the
agents with the documents they are “authorized” to
“examine.” All IRS agents are ‘“authorized” to use
telephones and have lunch, but that does not mean that
anyone is obligated to let them use their phone or feed them!

But Section 7602(a)(2) is the crucial provision. Note that
IRS agents are only authorized to issue summonses with
respect to persons:

liable for the tax or required to perform the act, or any
officer or employee of such person, or any person
having possession...(of material)...relating to the
business or person liable for the tax or required to
perform the act.

As you can see, this section gives the IRS no subpoena
power in connection with income taxes or any other specific
tax. It only authorizes agents to subpoena records with
respect to some tax ‘‘liability” or some “act” that is
“required” to be “‘performed.” Obviously any such
subpoena should identify the Code section establishing the
“liability” or the ““act” required to be performed. However,
no such references will ever appear in any summons
involving income taxes. Can you guess why?

There are, as you already know, numerous Code sections
dealing with various tax ‘‘liabilities.” You can be sure that
when summonses are issued in connection with those taxes,
the section creating the tax liability will be identified. In
addition, there are numerous sections requiring persons to
perform certain acts with respect to other taxes. As you
already know, sections 5741 and 5555(a) require tobacco
manufacturers and liquor dealers to keep records (thus they
are required to perform some ‘““‘act”), so summonses can be
issued with respect to those ““acts.” Now you have concrete
confirmation of the claim found in the third paragraph of
this book when I said that the government tricked the
American public “into believing that those enforcement
provisions of the Code that apply to other, non-voluntary
taxes (such as alcohol and tobacco taxes), also apply to
income taxes when in fact, they do not.” Here you can see
one dramatic example of that technique.

COMPOUNDING THE FRAUD

Proving that there are no limits to the unconstitutional
lengths to which the government can now go (without any
objection from the nation’s legal establishment) in the
collection of income taxes, the government, in 1983, added

FIGURE 9-2 Code Section 7602
(a portion of the 1983 Additions)

(b) Purpose may include inquiry into offense.

The purposes for which the Secretary may take any action
described in paragraph (1), (2), or 3) of subsection (a) include the
purpose of inquiring into any offense connected with the
administration or enforcement of the internal revenue laws.

(¢) No administrative summons when there is justice
department referral.
(1) Limitatdon of authority. No summons may be
issued under this title, and the Secretary may not begin any
action under section 7604 to enforce any summons, with
respect to any person if a Justice Department referral is in
ffect withrespec