





Dear Fellow American,

Over a two year period from early 1997 until early 1999, | conducted a thorough
investigation, off-duty and at my own expense, into claims made by various researchers
and activists that the IRS was administering and enforcing the federal income tax beyond
what was authorized by law and that most Americans were not liable to pay the federal
income tax but were deceived and intimidated into paying it. | conducted this
investigation during the latter 2 years of a 5 year period during which | served as an
Internal Revenue Service Criminal Investigation Division Special Agent. Such claims
would seem to be preposterous and unbelievable and I initially thought so too. My
expectation was that the falsity of such claims would be manifested quickly because false
claims rarely withstand close scrutiny. However, | was as surprised as anyone that |
ended up encountering and accumulating significant amounts of evidence indicating that
what at first appeared to be preposterous and unbelievable claims were, instead, able to
withstand my detailed investigative scrutiny.

When | had gathered enough evidence to convince myself that the IRS could
indeed be administering and enforcing much of the federal income tax under “color of
law” rather than proper legal authority, resulting in the wholesale violation of people’s
rights and fraudulent confiscation of their money and property, | met with my San Jose
IRS supervisors to voice my concerns and share some of the evidence I had acquired. |
made it very clear to my supervisors that | had taken an oath to God to support and
defend the U.S. Constitution and because of that oath, the 9" Commandment prohibition
against bearing false witness against my neighbor, not to mention my general moral and
ethical standards, | believed | had a duty to speak up about what I had learned through my
investigation.

| had hoped that my direct IRS supervisors and their supervisors above them
would, at a minimum, show me the error of my analysis and conclusions and address my
concerns about the wholesale violation of people’s rights. The Chief of the San Jose IRS
Criminal Investigation Division instead responded to me by providing me with a very
brief memorandum indicating that the IRS would not address my concerns. The
memorandum also encouraged my resignation and immediately placed me on
administrative leave. | thought that my exemplary performance in the agency would have
merited a more congenial and meaningful response than the one | received but | was
wrong. My duty firearm was taken from me and | was sent home for 7 days to consider
whether I had a future as a criminal investigator for the Internal Revenue Service.

Given the suspicious refusal of IRS officials to discuss the concerns of one of
their own investigators, | realized that the only way I could retain my integrity, abide by
my morals, and comply with my oath to support and defend the U.S. Constitution was to
resign. | prepared and submitted my resignation letter to IRS Commissioner Charles
Rossotti and resigned from the IRS on February 25, 1999. | have worked very hard ever
since my resignation from the IRS to expose what | believe to be administration by the
IRS of the majority of the federal income tax system under “color of law” beyond what
the federal statutes and regulations authorize.

The decision as to what you should do about this travesty is yours and yours



alone. Such a decision should be made once you have all of the facts. You must proceed
at your own risk and you must ultimately take full responsibility for the decisions you
make. | cannot, in good conscience, tell you how to proceed. Only after you evaluate
what is important to you, your family, your future, and the future of this nation, will you
be able to make the “right” decision. Until enough Americans are educated about the true
statutory and constitutional limits of the Internal Revenue Service and the federal income
tax, and, by operation, state income tax, those of us who know the truth have to weigh
our desire to assert our God-given constitutional rights against the propaganda, fear, and
intimidation promoted by the Internal Revenue Service and state taxing agencies. | must
warn you that asserting your God-given constitutional rights against agencies like the
Internal Revenue Service and the U.S. Department of Justice can have negative
consequences, including fines and imprisonment. These agencies do everything in their
power to protect the status quo. It is unfortunate that we as Americans are faced with a
dilemma between following the law as written or doing what is expected and demanded
by the IRS and state taxing agencies. However, this is clearly the problem we face. |
hope that you will make use of every right and opportunity available to you to educate
our fellow Americans about the way the federal income tax system is administered and
do your part to eliminate the terrible injustices inherent in the system.

The pages that follow contain not only a scanned copy of the original report |
submitted to my IRS supervisors, but documentation indicating that the original report
was returned to me after my IRS resignation, as well as documentation relating to the
process by which the report was submitted to the IRS and the agency’s reaction to it.

The report reflects highlights of my investigation and my impressions about the
evidence | encountered as of February, 1999. The report is by no means exhaustive and |
have certainly learned many more disturbing aspects about the federal income tax system
since that time. The information in the report should never be treated as a substitute for
your own proper research and inquiries into original sources of authority. For
clarification, please be aware that the excerpt from the Brushaber decision found at the
bottom of page 13 of the report included the editorially bracketed “[16"™ Amendment]”
but research subsequent to the report indicated that the brackets should have contained
the words “[Brushaber’s argument about the 16" Amendment]”. Please also be aware
that at the top of page 32 there is a sentence that begins “Notice how the language of the
law...”. My research of statutes and regulations subsequent to the submission of the
original report indicated to me that income from specified sources may result in “gross
income” that could trigger a filing requirement, in addition to the existence of a liability,
which could also a trigger a filing requirement. Again, there is no substitute for
conducting your own research into what the income tax laws require of you. Please visit
www.freedomabovefortune.com and www.joebanister.blogspot.com for more
information about my efforts.

Joseph R. Banister
Former IRS Criminal Investigation
Division Special Agent









INVESTIGATING
THE

FEDERAL INCOME TAX:

A PRELIMINARY REPORT

1* Edition

By

Joseph R. Banister



This report is intended to assist citizens and
public servants alike in understanding the U.S.
Constitution, specifically as that document
relates to the federal tax, banking, and
monetary systems. No assurance is given by the
author that this report is comprehensive in its
coverage of the subject matter or that it
provides a complete analysis of the subject
matter presented. This report is offered as a
vehicle for discussion and debate and for
general informational purposes only. It does not

constitute legal or professional advice and it
should not be relied upon as a substitute for

proper research and inquiries into original

sources of authority.

Copyright 1999 Joseph R. Banister
All nghts reserved.
Except for short excerpts, no part of this report may be reproduced
or transmitted in any form without the prior permission of the author



Introduction

Background

Allegation 1 -

Allegation 2 -

Allegation 3 -

Coenclusion

Appendix

CONTENTS

Due to Limitations Imposed By The U.S. Constitution,
Filing of Federal Income Returns and Payment of Federal
Income Tax Is Voluntary, Not Mandatory .......... 3

The 16" Amendment To The U.S. Constitution, The
Amendment Which Precipitated The Federal Income Tax,
Was Never Legally Ratifted ..................... 35

The U.S. Government Finances Its Operations From The
Unconstitutional Creation of Fiat Money, not With
Revenue From Income Taxes ....c.vviienrennnnns 61



INTRODUCTION

In late 1996, the author of this preliminary report was listening to a radio program
in which a woman alleged a number of serious flaws, both constitutional and otherwise,
with the federal income tax system as well as the federal banking and monetary systems.
Since the author had made his living in the accounting and tax professions for over 10
years, he believed that, at a minimum, the ethics of his profession and his duty as a
citizen and law enforcement officer required that he investigate the allegations further.
This preliminary report documents the process taken and the evidence examined during a
two year investigation into the validity of these allegations.

The investigation concentrated on three primary allegations:

o Allegation 1: Due to Limitations Imposed By The U.S. Constitution, Filing of
Federal Income Returns and Payment of Federat Income Tax Is Voluntary,
Not Mandatory

o Allegation 2: The 16™ Amendment To The U.S. Constitution, The
Amendment Which Precipitated The Federal Income Tax, Was Never Legally
Ratified

¢ Alegation 3: The U.S. Government Finances Its Operations From The
Unconstitutional Creation of Fiat Money, not With Revenue From Income
Taxes

The reader will notice that this report is referred to as “preliminary.” This
reference is intentional. These allegations are very serious. However, during the
investigation, the author encountered a recurring reluctance on the part of individual
officials from each of the three branches of both the federal and state governments to
investigate or address these allegations. The purpose of this preliminary report is to bring
these allegations to the attention of American citizens and government officials alike in
order to generate discussion and debaté,

This report was prepared by Joseph R. Banister, who graduated in 1986 from San
Jose State University with a Bachelor’s Degree in Accounting. He spent three years at
KPMG Peat Marwick on their professional staff as a senior tax specialist and staff
auditor. He then spent nearly two years in the venture capital industry during which time
he became a licensed Certified Public Accountant (CPA) in the State of California. Mr.
Banister left public practice as a CPA in 1993 when he accepted appointment as a Special
Agent (criminal investigator) in the Department of the Treasury, IRS Criminal
“Investigation Division (IRS-CID).

Mr. Banister began this investigation as an attempt to satisfy his curiosity about
certain allegations regarding the federal income tax — allegations that he initially
considered outrageous and unbelievable. The investigation was conducted on his own
time and at his own expense. Based on his many years of experience with the federal
income tax from both the compliance and enforcement perspectives, he fully expected
that these allegations would prove to be false. However, after gathering and evaluating
all of the evidence, Mr. Banister learned that most, if not all, of the allegations had merit.
This report will explore the process that led Mr. Banister to this evidence as well as the
evidence itself.



BACKGROUND

How These Allegations Came To My Attention

One day in December 1996, T was listening to a talk radio program on KSFQ “Hot
Talk 560,” a San Francisco based radio station. The host of the program, Geoff Metcalf,
was interviewing a guest named Devvy Kidd. Mrs. Kidd spoke about a number of
d:fferent topics but she made some allegations about the federal income tax that
astonished me. Kidd alleged, among other things, that the federal income tax was
voluntary. Since [ made my living investigating criminal violations of the federal tax
laws, [ listened very intently to what she had to say.

Up to that poirt, [ had always considered Geoff Metcalf to be a very reputable and
honest talk show host who could back up everything he broadcasted with facts and
evidence. I found it odd that he would invite a guest like Kidd on his show and allow her
to make such an outrageous claim. At the end of the show, Mrs. Kidd gave out an
address where listeners could send for more information. My belief in Metcalf"s
credibility coupled with incredibie curiosity prompted me to write to Kidd for the
information she offered.

In January 1997, 1 received a package from Mrs. Kidd that contained two books
approximately 50 pages in length. One was entitled Blind Loyalty and the other was
entitled Why A Bankrupt America?. The books were filled with very shocking claims
about the United Nations, the federal income tax system, and the federal banking and
monetary systems, among other topics. [ read both of Kidd’s booklets thoroughty and |
found a more detailed explanation of the allegations she had made on the radio. There
were three allegations that [ found the most profound and unbelievable:

¢ ABRegation 1; Due to Limitations Imposed By The U.S. Constitution, Filing of Federal
Income Returns end Payment of Federal Income Tax Is Volurtary, Not Mandatory

o  Allegation 2; The 16 Amendment To The U.S. Constitution, The Amendment Which
Precipitated The Federal Income Tax, Was Never Legally Ratified

s Allcgation 3: The U.S. Government Finances Its Operations From The Unconstitutional
Creation of Fiat Money, not With Revenue From [ncome Taxes

Kidd’s allegations were so shocking and contrary to everything I had been taught
that [ spent many months simply thinking and meditating about what I had read. In the
-latter part of 1997, I read the book, The Creature From Jekyll Island, authored by G.
Edward Griffin. Griffin’s book shared some of the same subject matter as Kidd’s books,
which prompted me to pick them up a second time. During this second review, [ noticed
an unusual aspect about Kidd’s books that I had paid little attention to the first time
through Kidd had a practice of including telephone numbers of the people responsible
for the evidence she provided. It was at this point that I realized [ could simply telephone
these men and make direct inquiries about the evidence supporting their allegations. In
December 1997, 1 decided to contact them personally in order to determine the truth.



Allegation 1

Filing Federal Income Tax Returns
and Paying Federal Income Tax Is Voluntary, Not Mandatory

As [ said previously, I had read and re-read Devvy Kidd's booklets and found the
contents beyond belief. Still, I couldn't be sure until [ found out for myself, and
personally telephoning the people who made these allegations seemed like the best
approach. I was tempted to call Kidd first but I decided that since the income tax issue
was my area of expertise, I would start with those directly responsible for the allegations
regarding the federal income tax.

I took some time off work and called the first man on my list - 2 man named Bill
Conklin who claimed that no one was required to file federal income tax returns. Kidd
had included in her book, BLIND LOYALTY, a press release issued by Conklin on
December 10, 1994, in which he announced a decision by the 10th Circuit Coun of
Appeals. The appeals court ruled in Conklin v. United States that filing federal income
tax returns was not required. Conklin included his telephone number on the press release.

You have to understand that at this point [ was not only skeptical about Conklin's
allegation that filing federal income tax returns was voluntary but I was also skeptical
about being able to discuss his allegations in a logical manner. The reason for this
skepticism was based on a belief largely influenced by my previous IRS training - a
belief that people like Conklin, commonly referred to as “illegal tax protestors” by the
IRS, were not to be taken seriously. According to what I had been taught in training,
illegal tax protestors were kooks whose arguments against the federal income tax made
no sense and had no basis in fact or law. Perhaps the animosity between so-called rax
proiestors and IRS agents has resulted, in part, because these two factions regularly meet
face to face as they somehow reconcile our American income tax laws with our American
tradition of liberty. When the two factions collide, sparks ofien fly.

During my criminal investigator training, the Intemal Revenue Service
emphasized that there were two types of tax protestors - legal and illegal. Legal
protesters were the largest group because they consisted of just about everybody - from
the complainers, marchers, and sign waivers to loophole seekers and those who tried to
effect changes in the tax law. {/legal protestors were a much smaller category of those
who, according to the IRS, refused to obey the law or had corrupted its meaning.
Protestors in the iflegal category were known to risk jail for their beliefs.

. There is no doubt that some so-called tax protestors have corrupted the meaning
of the federal income tax iaw to swindle innocent people. For example, some groups, for
a large up front fee, have convinced others to join a tax scheme which eventually Jed to
heavy penalties, interest, and, for some, jail time. These groups promised a "silver
bullet” approach that would do away with income taxes forever. I wasn't sure whether
Conklin would offer the silver bullet approach or some other alternative.

Conklin could not have had a more skeptical caller. When I first decided to call
him directly, I thought that perhaps the phone number on the press release would have
been disconnected or no longer in service. Afier all, the press release was dated
December 1994 and I was calling three years later. I honestly did not expect anyone to



WILLIAM T. CONKLIN
3296 RALEIGH STREET
DENVER, COLORADO 80212
{303} 4530817
FAX (303) 480-1799
December 10, 1994
NEWSRELEASE FOR [MMEDIATE RELEASE
The Tenth Cirant Court of Appeals has ruled m Conklin v. U.S A {94-123) that filing tax returns 1s not required.
Their decigion is unpublished.
I discovered abous fificen years ago that a requirerent 1 file 1040 1ax returms would be unconstitutional 1o the extznt that it revuires
individnaia to weive their Fifth Amendment Rights.
Abau |0 years ego | saned offering a $50,000 reward to anyone who coulif show e
h What Statuie in the [ntemal Revenue Code makes me liable to pay the income tax?
{2 Horer [ can file a F040 wax retum without watving my Fiflh Amendment Rigtus?

Although many people have applicd for (e reward; no one has answered Lhe question. The famous aorncy Melvin Belli applisd for
the reward anrd he hacked dawn when [ explained ihe law to him. Another man in Seautle sued me in Foderal Court for Lhe rowand and
I wan and got costs against him.

About cight years ago I muised (his igsuc ara! Mled uit io Federu! Court. The judge at on the case for flve years hefore ruling against
me. He told me in apen court tt if be ruled in my favor be would averium the income 1ax sysiem. He rulad that the Filth
Amendment docs not apply because filing retums is not reguinad. The Tith Circwt uphebd his decision,

By the way, the Fifth Amendment to the United States Constinmion is the Amendment that sayx thut ¢ifizens do not have to give the
government information thel aan bo used io criminal cascs. The [RS consiswently uscy mformation an Wx refums in criminal cnses, |
bave worked on many criminal cases with differet attorneys end 1 bave witncaaal this phenomenon maRYy limes, myself.

I have won six published wins agamst the [RS on my case alone. The cites are:

U.S. v. Church of Warkd Peace, 878 F.2d 1281,
Tavery v. United States, 897 F.2d 1032,

Couklin v. C.LR., 897 F.2d 1027.

Church of World Pesce, Ine. v. IRS, 715 F.2d 492.
United States v. Church of Warkd Pesce, 775 F.2d 265.
Counklin v. United Statea, 812 F.2d 1318.

lfywtypemynmmhnnmquuldnlnhseconqﬂcr.ymwillseeduzmufcitu!omyum. As you can yee, | am quite serious
and auwoessfl in mry challeage to the [niermal Reverue Savice and the Federa] Incoms Tax. -

My story i3 very interesting and ! can prove beyond the shadow of a doubt that the [RS has been lying (o the Amenican public about
the Natwre of e Fecleral Incoms: Tax for eighty yerx

it is tme to bring Lhe truth to the American Public and et them devide what to do with te Income Tax For the last ten yrars | have
traveled this Nation speaking about this problem. Peape like w0 bear whai T have o say. 1

I bave writien a book that bas been published about this s, The book is: The Freedom Book: A Manual in Fighting the Usurpation

I bope 10 hear from you
Sincerely,

Bill Conklin



answer but [ dialed the number anyway. After a few rings, [ connected to an answering
machine and a voice identifying itself as "Bil! Conklin" gave a short greeting and invited
the caiier to leave a message. I left a message telling Conklin my name and that [ was
looking for information regarding voluntary tax returns. In order to increase the chances
of a returned call, I aiso told Conklin that he might be a little surprised at what I did for a
living.

Within an hour, Conklin called me and [ proceeded to telt him that although I was
calling as a private citizen, on my day off and from my home telephone, I was employed
as a Spectal Agent in the IRS Criminal Investigation Division. I then told him that his
allegation that no one is required to file federal income tax returns seemed too incredible
to be believed and I was admittedly skeptical. Afer talking a little more about what I did
for a living, I sensed that Conklin believed I really was an IRS Special Agent (after all, |
had no way of proving it over the telephone.

[ told Conklin that I did not have an ax to grind nor did  have a hidden agenda. 1
told him his allegations and court victories genuinely intrigued me and [ wanted to learn
more. [ further told him that I was interested only in the truth, and that I intended to call
others in Devvy Kidd's booklets about the federal income tax issue. Conklin admitted to
me that he had never received a call from an IRS criminal investigator attempting to
satisfy his curiosity and he considered my telephone call a pleasant surprise.

We spoke for a while and Conklin restated much of what [ had read in Devvy
Kidd's materials but he also filled in additional details. Conklin offered to send me some
additional information, including his book, WHY NO ONE IS REQUIRED TO FILE TAX
RETURNS and what you can do about it. He also made a unique gesture by offering to
send me $50.00 to offset long distance charges that [ might incur as I investigated the
issue further. Since it was a thoughtful gesture to begin with, and since [ was doing this
little investigation on my own time and at my own expense, | accepted his $50.00 offer.
Conklin suggested that I speak with one of his trusted friends, a man named Peymon
Mottahedeh. Within a half-hour, I received a call from Peymon (pronounced pay-mon).

Like Conklin, Peymon was surprised that an IRS agent was calling to research
these tax issues for himseif instead of simply taking the agency's word for it. I repeated
to Peymon that [ was still very skeptical about these allegations but that I was willing to
receive any evidence he could provide. Peymon went on to explain how he was a
patriotic American who had emigrated with his parents as a youth from Iran. He also told
me his family was something of a rarity in Iran - they were Jews. So much for the myth
that patriots and so-called iflegal tax protestors are anti-Semitic! We traded telephone
numbers and Peymon said he would send me some additional information.

. Within a few days, I received a Priority Mail package from Conklin. In it I found
a $50.00 bill and a 66 page booklet entitled, WHY NO ONE IS REQUIRED TO FILE TAX
RETURNS and what you can do abowt it. Also inside were various flyers and
announcements including one for a $50,000 reward payable to anyone who could show
Conklin what statute makes him liable to pay federal income tax and how he could file a
tax return without waiving his 5th Amendment rights. As soon as I found some time, [
began reading Conklin’s book WHY NO ONE IS REQUIRED . . . which described the
process by which Americans waive their 5th Amendment rights when they file federal
income tax returns. Conklin explains the process as follows:

Since the population is generally ignorant as to the nature of their rights and their



constitutional protections, the federal government continues to get away with the biggest
scam in United States history; they've done so for over 80 years. The government of the
United States of America, through its agency the Internal Revenue Service, supported by
a court system that deliberately ignores the law in tax cases, is requiring individuals to
waive their Fifth Amendment protected righis to provide information on April 15, that
may be used against them criminally. Such a situation makes a complete mockery of the
Fifth Amendment. Through the IRS and the Department of Justice the government, by
carefully orchestrated trials and outrageous fines and criminal penalties, instills fear and
thus perpetuates a tax system which is not only un-American in that it taxes an
individual's industriousness and productivity, but unconstitutional in that Americans must
waive their constitutionally protected rights in order to comply with it. In this manner,
they essentially beat confessions out of 100 million Americans each year, and make a
mockery of our Bill of Rights. It is time for us to wake up, assert our rights again, and
reveal the tnuth to others.

In order to provide a better understanding of Conklin’s court victory, a review of
the 5th Amendment to the U.S. Constitution is appropriate:

No person shall be held to answer for a capital, or otherwise infamous crime, unless on a
presentment or indictment of a Grand Jury, except in cases arising in the land or naval
forces, or in the Militia, when in actual service in time of War or public danger; nor shall
any person be subject for the same offense to be twice put in jeopardy of life or limb; nor
shall be compelled in any criminal case to be a witness against himself, nor be
deprived of life, liberty, or property, without due process of law; nor shall private
property be taken for public use, without just compensation, (Emphasis added)

Conklin court victories focused my attention on the fact that American taxpayers,
without realizing it, apparently waive their 5th Amendment rights every time they submit
information on their federal income tax returns, I was fairly familiar with the 5%
Amendment since, as a cniminal investigator, I was required to read crimina! suspects
their Miranda rights whenever I questioned them. | never considered that the information
submitted on an income tax return could just as readily be used against someone. 1 never
considered that when a taxpayer files an income tax retum or is audited, they "answer
questions” and "submit information™ to IRS agents just as they might do when talking to
me after I had given them the waming below. Iam sure few Americans realize that as
they bare their financial souls on their federal income tax returns, they are volunteering
information that can be and will be used against them in criminal prosecutions.

I thought about the Miranda style warnings given to those questioned by IRS
Special Agents prior to questioning. The following statemnent was required to be read

before speaking to anyone who was the potential subject of an investigation:

As a special agent, one of my functions is to investigate the possibility of criminal
violations of the Internal Revenue Laws, and related offenses. In connection with my
investigation of your tax liability (or other matter) [ would like to ask you some
questions. However, first I advise you that under the 5th Amendment to the
Coastitution of the U.S. [ cannot compe you to answer any qaestions or to submit any
information if such answers or information might tend to incriminate you in any way.
[ also advise you that anythimg which you say and any documents which you submit
may be msed against you in any criminal proceeding which may be sudertaken. |
advise you further that you may, if you wish, seek the assistance of any attorney before
responding. (Emphasis added)



If federal income tax retumn filers realized they were voluntarily waiving a very
precious 5th Amendment right each time they filed, I expect they might consider doing
what many people did when I read them their rights - keep their mouths shut and not
hand me any documents or financial information. But why is it that citizens who file
income tax returns and those subjected to an income tax audit aren't warned that anything
which they say and any documents which they submit can, and do, end up being used
agamnst them (n a criminal investigation?

Is there any difference, as far as your 5th Amendment rights are concerned,
between an IRS special agent (criminal investigator) asking you questions and an IRS
auditor asking you questions? Answers to questions from an IRS auditor or information
you provide on your federal income tax return can be used against you in a criminal case
Just as readily as answers to questions from a special agent. I know this from personal
expenience. When [ assisted prosecutors from the U.S. Department of Justice in
preparing to prosecute a taxpayer who had been charged with an income tax crime, it was
accepted and quite common for the prosecutor to use statements that the txpayer had
made on their income tax return, as well as any statements the taxpayer made to the IRS
auditor, against them.

The preamble to the U.S. Constitution’s Bill of Rights, which includes the 5th
Amendment, says the following about why these rights are so important:

The conventions of a number of the States having at the time of their adopting the
Constitution, expressed a desire, in order to prevent misconstruction or abuse of its
powery, that further declaratory and restrictive laws should be added: And as extending
the ground of public confidence in the Government, will best insure the beneficent ends
of its institution. (Emphasis added)

This preamble clearly indicates that the 5th Amendment and the rest of the Bill of
Rights were created to curb government abuse, not to provide some loophole for
cnminals to escape punishment.

The courts also recognize the meaning and importance to the average citizen of
the 5th Amendment. In Counselman v. Hitchcock, 142 U.S. 547, the U.S. Supreme Court
said:

. . . We are clearly of opinion that no stanste which leaves the party or witness subject to
prosecution after he answers the criminating question put to him can have the effect of
supplanting the privilege conferred by the constitution of the United States . . .In view of
the constitutional provision, a statutory enactment, to be valid, must afford absolute
immunity against future prosecution for the offense to which the question relates.

In United States v. Sharp, 920 F.2d 1167, the 4th Circuit Appeals Court
said:

. - . The fifth amendment's protection against self-incrimination applics in any type of
proceeding whether civil, criminal, administrative, investigatory, or adjudicatory . . .
And it applies not ooly to evidence which may directly support a criminal conviction, but
to information which would fumnish a link in the chain of evidence that cou!d lead to
prosecution, as well as evidence which an individual reasonably believes could be
used against bim in a criminal prosecution. . .. Accordingly, it may apply in the
context of an [RS investigation into civil tax liability, given the recognized potential



that such investigations have for leading to criminal prosecutions. (Emphasis added)

In United States v. Argomaniz, 925 F.2d 1349, the 11th Circuit Court of
Appeals said:

... There can exist a legitimate fear of ¢riminal prosecution while an IRS investigation
remains in the civil stage, before formal transfer to the criminal division...

Another exampie is Garner v. United States, 424 U S. 648, 96 S.Ct. 1178 (1976),
in which the U.S. Supreme Court held that the information in an income tax return is the
“testimony of 2 witness.” Since the Sth Amendment guarantees that a citizen can not be
compelled in any criminal case to be a witness against himself, and information on a
return is routinely shared with prosecutors in the Department of Justice and other law
enforcement agencies in the United State and around the world, wouldn't any law
requinng a citizen to file a return be unconstitutional?

Many of us probably have some familiarity with the 5th Amendment to our U.S.
Constitution, but we're clearly not as familiar with it as we should be. During my five
years in law enforcement, it was quite common for me to read someone their Miranda
rights (see above) before questioning them. However, as I said before, I often thought of
the 5th Amendment as a protection used by criminals. 1 have come to appreciate my Sth
Amendment and other constitutional rights a lot more than [ used to. I' know many
citizens have grown weary of the government telling them that they have to give up more
and more of their rights so that they can be better taken care of. Unfortunately, it’s as if
more and more of our rights are given up year after year and the government never keeps
tts end of the bargain!

Bill Conklin has had his own battles with the [RS about whether or not filing tax
returns is required and whether or not our 5th Amendment rights are waived every time
we file an income tax return. But what specifically did Conklin learn that made him
realize that filing income tax returns was voluntary? Here's a brief summary:

Conklin has determined three flaws with the federal income tax:

First, there is no statute that makes a person liable or responsible to
pay the income tax. Individuals only become liable to pay the income tax
when they voluntarily file a tax return, or when the IRS follows its
assessment procedures as outlined in the Internal Revenue Code.

Second, If there were a statute which clearly and unequivocally
required the filing of tax returns, such a statute would be unconstitutional
under the present income tax system to the extent that it would require
individuals to give the government information which could be used
against them criminally.

Third, The Internal Revenue Service, under our U.S. Constitution,
cannot legally require information on 1040 returns from individuais-that is
why the IRS continuaily refers to the income tax as "voluntary.”



In 1986, Conklin filed an unsigned federal income tax return with a cover letter
pointing out that he had discussed with several attorneys his perceptions of the 5th
Amendment conflict with the requirements of filing returns, and none of the attomneys
had been able to show Conklin how he could file a return without watving his 5th
Amendment rights. Conklin included copies of the opinion letters drafted by the
attorneys with his unsigned return. Conklin even gave the Internal Revenue Service a
power of attomney to sign the return for him if they could do so without waiving his 5th
Amendment nghts. According to Conklin, the IRS never filed his return for him.

However, the IRS, after receiving Conklin's unsi gned return and attachments, did
fine him $500 for filing a "frivolous return.” Conklin fought back by suing the IRS in
federal court over the issue. Afier five years of battle in federal court, Judge Nottingham
of the 10th Circuit U.S. District Court told Conklin that if he were to rule in Conklin's
favor, he was afraid that he would overturn the federal tax system. Notice that the Judge
didn't say Conklin was wrong, he just said he couldn't rule in Conklin's favor because it
would overtumn the federal tax system.

Judge Nottingham did eventually rule against Conklin, but the predicament
Conklin put Judge Nottingham in was readily apparent. Nottingham took the position
that Conklin's 5th Amendment rights were not at issue because in order for the 5th
Amendment to be applicable, Conklin's testimony (on the income tax return} would have
had to be "compelled.” Since filing returns is voluntary, ruled the judge, Conklin’s
testimony (on the tax return) was not compeiled and 5th Amendment protectton is not
available when the testimony is volunteered. Unfortunately, Judge Nottingham's ruling
was in direct contradiction with the U.S. Supreme Court’s 1976 Garner decision
mentioned above. In Garner, the Supreme Court also said:

- - [1]t cannot fairly be said that taxpayers are *volunteers* when they file their tax
retums. The Government compels the filing of a return much as it compels, for example,

the appearance of & "witness” before a grand jury...

Are you thoroughly confused about whether filing returns is required or not?
Don't be too hard on yourself. As you can see, the income tax law and the way it is
administrated and enforced appears to have a confounding effect on the Judiciary too!

Conklin commented on Judge Nottingham's ruling in his book WHY NO ONE IS
REQUIRED TO FILE INCOME TAX RETURNS:

As the judge had mused out loud eartier during one of the hearings, either way
he ruled, I win! For example, if he were to have ruled that the $500 fine be abated, he
wuould have to decide that the unsigned return and my contentions were not frivolous.
But he couldn't do that, because then other folks might start submitting unsigned returns.
That would pull the IRS' teeth—they could no longer fine folks for submitting a
"frivolous” return, but more importantly, how then could the IRS use anyone's refurn
information against them criminally if they hadn't signed it *...under the pains and
penalties of perjury?”

On the other hand, his upholding the $500 fine would mean that he was ruling
against the written, professional opinions of six attorneys whom I was relying on, and
would underscore the uncomfortable fact that their opinions brought into sharp focus;
namely, that the IRS could use the club of a fine to force me to sign and submit a retum,
forcing me to waive my rights not to be a witness against myself.

Either the Sth Amendment applies because filing returns is compelled, or the 5th



Amendment does not apply because filing returns is voluntary.. The IRS, in an obvious
attempt to deal with the problem, contimually refers to the income tax system as

voluntary.

Is The Federal Income Tax Yoluntary?

Conklin provided other information that expanded on Kidd’s allegation that the
federal income tax system is voluntary as opposed to mandatory. Conklin’s analysis was
so compelling that it prompted me to conduct my own personal investi gation. Conklin
pointed out a number of examples contained in actual IRS documents that show that the
IRS does continually refer to the federal income tax system as voluntary. Despite five
years spent working for the IRS and eight years complying with the income tax law, I
never realized how much the IRS used the word voluntary when referring to the federal
income tax and the filing of returns.

Conklin sent me a copy of portions of the /nternal Revenue Manual (IRM) that he
received via a Freedom of Information Act (FOIA) request. Notice the use of the word
voluntary in the following IRM passages and see for yourself:

ection 4022 65
Place and Time for Appearance
(3) When 2 person indicates he/she will voluntarily comply but requests that he/she be
served with a summons as evidence of hisher legal duty to produce records or testify . . .
(Emphasis added)

Section $535.4
(b) BMF accounts-

L. Advise taxpayers that the return(s) may be processed under IRC 6020(b) if
not filed volantarily...(Emphasis added)
Section 4022 41
(2} Notwithstanding the privilege against self-incrimination, information or evidence
furnished votuntarily by 2 person summoned may be used even though of an
incriminatory nature. (Emphasis added)

As you can see from actual passages from the [RS's own manual above, the IRS
clearly emphasizes that information given on tax returns and information given subject to
an IRS summons is done voluntarily. Conklin says the IRS purposely uses the word
voluntary because the IRS knows that for it to require information (legally referred to as
"tesimony") would be illegal and unconstitutional. Is filing a tax return voluntary? Read
" 'the following passages from the Internal Revenue Manual as written and then read them
again removing the word voluntary to see how voluntary is included over and over again
without it being necessary to the meaning of the sentence:

IRS POLICY STATEMENTS: P-4-84 {Approved 7-6-83)
The puspose of crimiral tax investigations is to enforce the tax laws and to
encourage voluntary compliance. (Emphasis added)
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Chapter 100 - Purpose and [nstructional Use of Handbaok

Section 110

INTRODUCTION

(1) The primary mission of Taxpayer Service is to promote voluntary compliance
through education and assistance to taxpayers. (Emphasis added)

Section 13(91) (8-15-89)
INTRODUCTION

{1....

(2)-... The purpose of this program is to assess the correct tax liability by either:
(a) securing a valid voluntary income tax retumn from the taxpayer and/or

(b) Computing...(Emphasis added)

Part VI - Taxpayer Service
(13)31 {8-15-89)

INTERVIEW PROCEDURES
(1) {f) In walk-in areas, accept and/or assist in preparation of delinquent tax
returns voluatarily submitted by taxpayers...(Emphasis added)

Now take a close look at the preceding Internal Revenue Manual sections. Why
does the IRS manual use the word voluntary in these phrases and sentences when the
word serves no apparent purpose? If filing tax retumns, reporting income, and paying
income taxes is mandatory, why the constant use of the word voluntary? Or does the
word voluntary serve a purpose? The purpose being that, as Conklin and others allege,
the RS knows that they can not require you to file income tax returns and give them
information because the 5th Amendment prevents them from doing so. It is something to
think about. Why does the IRS instruct its employees to "promote voluntary compliance
through education and assistance?” Why doesn't the IRS Just instruct its employees to
"promote compliance?” Why does the IRS instruct its employees in “securing a valid
voluntary income tax return from the taxpayer? Why doesn't the IRS Jjust instruct its
employees in "securing a valid income tax return?”

The standard explanation the IRS gives for their use of the word "voluntary” (as
in voluntary compliance}) is that, due to limited personne! and budgets, it is necessary for
taxpayers to bear the responsibility of voluntarily complying with the federal income tax
laws. This explanation makes little sense when one considers the ridiculous way other
laws would be written if the same logic was applied.

For example, how often have you heard your local police department asking for
you to voluntarily comply with the laws outlawing murder? There are certainly a limited
number of homicide detectives and the budgets to pay for them. These budgetary limits
. make it crucial that people voluntarily comply with laws outlawing murder, don't they?
Well, maybe murder is too harsh a crime to be compared with paying income taxes.
What about a crime which more people commit? How about speeding? Have you ever
been pulled over and told that you failed to voluntarily comply with the speed limit? No?
Surely the state highway patrol personnet budget is limited. Surely, the state patrol must
rely on voluntary compliance. Just doesn't work that way does it? Maybe now you have
a better idea of why the IRS explanation regarding their use of the word voluntary
doesn’t make any sense, unless, of course, it serves another purpose.

Homeowners across the country know what paying property taxes is all about.
Surely the various counties across the country have "limited personnel and budgets.”
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Yet, | have never heard of a county advising its residents to voluntari! 'y comply with the
property tax laws because of /imited personnel and budgets to administer the tax.
Instead, the county assessor assesses your property making you liable for the tax and
sends you a bill. You pay the bill you are made liable for or the county will place a lien
on your house until it is paid.

The use of the word voluntary is very prevalent whenever the federal income tax
is described or discussed by government officials. For example, Dwight E. Avis, Head,
Alcohol and Tobacco Tax Division (today’s A.T.F.) of the Bureau of Internal Revenue
(today’s LR .S.) testified before the House Ways & Means Committee in 1953 regarding
administration of the internal revenue laws:

Let me poimt this out now. Your income tax is 100 percent volumtary tax, and your liquor
tax i3 100 percent enforced tax. Now, the situation is as different 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 lirtle differently, because of the very
nature of it, than the rest of the overall tax problem.

There are many other examples. In 4 Note From The Commissioner in the 1991
Instructions For Form 1040 booklet, IRS Commissioner Fred T. Goldberg, Jr. stated:

As countries around the world embrace our way of life, it is a reminder that government
in a free country can only be financed through voluntary compliance . . .(Emphasis
added)

In A Note From The Commissioner in the 1992 Instructions For Form [040
booklet, IRS Commissioner Shirley D. Peterson stated:

You are among the millions of Americans who comply with the tax law voluntarily,
{Emphasis added)

In A Note From The Commissioner in the 1993 Instructions For Form 1040
booklet, Margaret Milner Richardson, in 4 Note From The Commissioner, stated

Thank you for making this nation’s tax system the most effective system of voluntary
compliance in the world. (Emphasis added)

Senator Bob Kerrey co-chaired the National Commission on Restructuring the
IRS. Inan interview conducted by Armme Willette published in (/5S4 Today on March 5,
- 1997, the following exchange took place:

Q: The commission’s goal is to “ensure the American public’s faith in its
government to collect revenue in a fair and courteous manner.” Why does
being fair and courteous matter?

Kerrey: It’s a voluntary system. If people don’t perceive it to be fair,

people will not voluntarily comply. We are struggling to maintain ground
on voluntary compliance. (Emphasis added)
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Why The Repeated Use Of The Word Voluatary?

During my investigation into why the word voluntary is repeatedly used in
conjunction with the federal income tax, I discovered a large volume of constitutional
research supporting the conclusion that the creators and curators of the federal income tax
system have been forced to construct it and administer it as a so-called "voluntary”
system, in order to avoid running afoul of the U.S. Constitution. In other words, a way
had to be found to pound the “square peg” known as the federal income tax into the
“round hole” of the U.S. Constitution. The research shows that this forcing of a “square
peg” into a “round hole™ has plagued administration and enforcement of the federal
income tax since the day it was born. The problem is that the mmplication of this research
is not known or understood by the vast majority of American taxpayers.

The Evolution of Our Contemporary Federal Income Tax

Most Americans are probably unaware that a federal income tax similar to our
contemnporary system was passed by Congress and became law in 1894, In 1895, that
income tax was declared unconstitutional by the U.S. Supreme Court in the case, Pollock
v. Farmers' Loan & Trust Co. , 157 U.S. 429, 15 S.Ct. 673, aff. ref., 158 U.S. 601, 15
S.Ct. 912 (1895). The Pollock Court said:

... The tax imposed by sections 27 to 37, inclusive, of the act of 1894, so far as it falls on
the income of real estate, and of personal property, being a direct tax, within the meaning

of the constitution, and thersforg unconstitutional and void, because not apportioned
according to representation, all those sections, constituting one entire scheme of taxation,
are necassarily invalid. (Emphasis added)

Not only did this decision by the U.S. Supreme Court invalidate the 1894 income
tax act, it re~emphasized the meaning of the constitutional restrictions on direct taxation,
namely that direct taxes must be apportioned according to representation to be legal.
Supporters of the 1894 income tax act had been defeated in the highest court in the land.
Less than 20 years later, supporters of the federal income tax attempted to neutralize the
Pollock decision by amending the U.S. Constitution. Their efforts to institute such an
income tax culminated in the passage and alleged ratification of the 16th Amendment.

Although the 16th Amendment has clearly been used as both the basis for
implementation and basis for continuance of our contemnporary federal income tax
system, the truth is that the 16th Amendment, by the U.S. Supreme Court’s own
- -admission, did not eliminate constitutional limitations of federal taxing power (i.e.
representational apportionment of direct taxes or uniformity of indirect taxes). In
Brushaber vs. Union Pacific RR.,240 US 1,36 S.Ct. 236, decided on January 24, 1916,
the Supreme Court said:

But it clearly results that the proposition and the contentions under it {the 16th
Amendment], if acceded to, would cause one provision of the Constitution to destroy
another; that ts, they would resul in bringing the provisions of the Amendment
exempting a direct tax from apportionment into irreconcilable conflict with the general
requirement that all direct taxes be appoctioned. Moreover, the tax authorized by the
[16th] Amendment, being direct, would not come under the rule of uniformity applicable
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under the Constitution to other than direct taxes, and thus it would come to pass that the
result of the Amendment would be to authorize a particular direct tax not subject either to
apportionment or to the rule of geographical uniformity, thus giving power to impose a
different tax in one state or states than was levied in another state or states. This result,
instead of simplifying the situation and making clear the limitations on the taxing power,
which obviously the [16th] Amendment must have been intended to accomplish, wouid
create radical and destructive changes in our constitutional system and multiply
confusion.

In other words, the Pollock decision, decided prior to the 16th Amendment, clearly and
unequivocally stated that direct taxes (such as an income tax) are unconstitutional unless
apportioned according to representation. The Brushaber decision, decided subsequent to
the 16th Amendment, reinforced the earlier Pollock decision. A direct tax not
apportioned would still be unconstitutional and void. But if the Brushaher decision,
which occurred afier the 16th Amendment, supported the Pollock decision, which
occurred before the 16th Amendment, why hasn't the truth about the constitutionality of
the federal income tax become apparent to the average American? Not surpnsingly, the
reason seems to be that, as courts have been known to do, traditional interpretations of
words and law were lost or misinterpreted. But how did this occur?

Before this question is answered, it is necessary to provide a more detaifed
explanation about what forms of taxation are legal under the U.S. Constitution. There are
only two types of taxation authorized by the U.S. Constitution - indirect taxes and direct
taxes. Indirect taxes such as excise taxes, which are required by the U.S. Constitution to
be uniform (Article 1, Section 8, clause 1), are generally added to the price of a product
and included in the price of that product (like wine, beer, distilled spirits, cigarettes, and
gasoline) or when an event takes place (like gambling/wagering or the purchase or
ownership of certain firearms). One of the most important characteristics of an indirect
tax, such as an excise tax on whiskey, cigarettes, or gasoline, is that it is avoidable, If
you don't buy whiskey, for example, you don't have to pay the tax. Direct taxes, which
the U.S. Constitution requires to be apportioned according to representation (Aricle 1,
Section 2, clause 3 and Article 1, Section 9, clause 4), are generally paid directly by the
taxpayer to the government and are unavoidable. Income taxes have traditionally fallen
into the category of direct taxes.

: During my investigation into these issues, I contacted a Huntsville, Alabama

attorney named Lowell H. (Larry) Becrafi, Jr. It tumned out that Becraft also knew Devvy
Kidd and Geoff Metcalf, the KSFO radio talk show host who first exposed me to these
various income tax allegations.

Becraft is incredibly knowledgeable about the legal and constitutional issues

- ‘surrounding the federal income tax. 1 was fortunate to have been introduced to him

because, not surprisingly, the legal and constitutional issues relating to the federal income
tax are very complex. Like a master sleuth, Becraft has pierced that complexity and
maneuvered his way through complex and often contradictory laws, court rulings, and
other documentation. He has documented evidence which not only supports the
contention that the federal income tax system is voluntary, but calls into question the very
constitutionality of the way the federal income tax is administered, especially the legality
of fining or prosecuting taxpayers who refuse to volunteer.

On the issue of prosecuting taxpayers for violating the federal income tax laws,
Becraft points out that, legally, a citizen can not be found guilty of violating a faw that is
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so unsettled and/or complex that the taxpayer could not possibly have formulated the
intent to violate it. In other words, one can not be held responsible for violating an
unclear legal duty. The primary reason one can not and should not be found guilty of
violating an unclear legal duty is that the Sth Amendment to the U.S. Constitution, in
addition to those protections discussed previously, also protects us from “be{ing]
deprived of life, liberty, or property, without due process of law."

Becraft points to at least a dozen court cases which illustrate this point, but one
case is particularly good at defining alleged violations of unclear legal duties. The case is
United States v. Critzer, 498 F.2d 1160 (4th Cir. 1974). The Critzer case addressed
whether or not the conviction of Mrs. Critzer for income tax evasion was proper. Mrs.
Critzer had been informed by the Bureau of Indian A ffairs that money she had received
from some property located on a reservation was not taxable. Mrs. Critzer relied on the
advice of the Bureau officials and did not report the income. The Internal Revenue
Service took the opposite position of both the Bureau of Indian AfTairs and Mrs. Critzer,
had her indicted and prosecuted, and she was later convicted of income tax evasion. The
appeals court reversed her conviction because of the complexity of the law Mrs. Critzer
was alleged to have violated. The court said:

While the record amply supports the conclusion that the underreporting was intentional,
the record also reflects that, concededly, whether defendant’s unreported income was
taxabie is problematical and the government is in dispute with itself as to whether the
omitted income was taxable . ,

We hold that defendant must be exonerated from the charges lodged against her. Asa
matter of law, defendant cannot be guilty of willfully evading and defeating income taxes
on income, the taxability of which is so uncertain that even co-ordinate branches of the
United States Government plausibly reach directly opposing conclusions. As a matter of
law, the requisite intent to evade and defeat income taxes is missing. The obligation to
pay is so problematical that defendant's actual intent is irrelevant. Even if she had
consulted the law and sought to guide herself accordingly, she could have had no
certainty as to what the law required.

It is settled that when the law is vague or highly debatable, a defendant - actually or
imputedly - lacks the requisite intent to violate it.

The court clearly comprehended the severe due process problems of expecting a person
to comply with a law so complex and contradictory.
Although the history of the income tax is complicated, Becraft's analysis is very
helpful in understanding it better. It is not possible to replicate the entire complicated
- ~legal history here in these pages. However, suffice it to say that the courts, both federa!
and state, are divided over what kind of tax the federal income tax even is. Becraft has
made the following comments on this inability of the courts to agree:

The problems created by the failure of American courts to determine what is the nature of
an income tax are very broad. Any particular federnl tax ntust fit within one of the two
constitutional tax categortes and once the category is known, it may be determined
whether the tax i question complies with the constitutional regulation for imposition of
that type of tax A direct tax which is uniformly imposed would still be unconstitutional
2s one imposed in the absence of apportionment. An indirect tax imposed via
apportionment would likewise be unconstitutional since it would not be uniform. But if it
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is impossible to determine which class any given tax falls within, then it is likewise
impossible to determine which constitutional regulation, if any, applies to that tax. If the
courts of this nation hold that an income tax is both an excise tax and a direct one, it
cannot with any degree of certainty be determined what constitutional restrictions mi ght
or might not apply to this tax or what is even the meaning of the 16th Amendment.

Mr. Becraft has described a profound problem with our federal system of income
taxation. Remember the analogy of forcing a square peg into a round hole?

The contradictory opinions of the courts in this country and their inability to place
the federal income tax into one of two proper constitutional categories only reinforces the
argument that the federal income tax must be, in fact, voluntary. Once the evidence has
been reviewed, no other explanation seems possible. During the early days of the income
tax, T think it is entirely possible that legislative and bureaucratic attorneys were fully
aware of the constitutional problems with the federal income tax and knew they had to
craft the income tax laws in a way that did not violate the U.S. Constitution. Hence, it is
entirely plausible that they wrote the law with language that did not indicate mandatory
compliance yet didn't explicitly indicate voluntary compliance either in order to avoid
constitutionat problems.

[n fact, in 1920, seven years after the alleged ratification of the 16th Amendment,
the U.S. Supreme Court gave an early warning to lawmakers to use caution in exercising
their ability to tax in its case, Eisner v. Macomber, 252 U S. 189, 40 S.Ct. 189, where the
court said,

The Sixteenth Amendment ust be construed in connection with the taxing ¢lauses of the
onginal Constitution and the effect attributed to them before the amendment was
adopted. (Emphasis added)

Government officials were certainty on notice from that day forward that they had to
steer clear of violating the U.S. Constitution. One way of doing so would be to write the
tncome tax laws in a non-mandatory way. Afier all, it is not possible to violate a person's
constitutional rights if they voluntarily waive them. It is clear that through decades of
gradualism, the non-mandatory nature of the income tax faws has obviously been
obscured.

The Intemal Revenue Service, which administers the federal income tax laws, and
the U.S. Department of Justice which prosecutes violations of the federal income tax
faws, have relied on Supreme Court cases such as Bruskaber v. {nion Pacific RR. Co.,
among other cases, to Justify the constitutionality of the federal income tax. However, it
appears these agencies have used the "green light" given them by the Supreme Court
‘permitting them to collect an excise tax on "income” while 1gnoring the "red light"
restrictions by the same court as to what "income” consists of and how much of it is
subject to an excise tax.

As stated above, the Brushaber case and a related case called Stanton v. Baltic
Mining Co., 240 U.S. 103, 112-13, 36 S.C1. 278 (1916), considered the income tax we
have today to be an excise tax. Therefore, the next logical step would be to find out how
that same U.S. Supreme Court defines an excise rax. In its decision Flint vs. Stone Tracy
Co., 220 US 107, the Supreme Court defined excise raxes as "taxes laid upon the
manufacture, sale, or consumption of commodities within the country, upon licenses to
pursue certain occupations, and upon corporate privileges.”



Therefore, if the Supreme Court placed the federal income tax in the category of
an indirect/excise tax, and the same Supreme Court defined an excise tax as "taxes laid
upon the manufacture, sale, or consumption of commodities within the country, upon
licenses to pursue certain occupations, and corporate privileges,” and few of the millions
of Americans who pay income taxes actually fall into any of the categories listed by the
Supreme Court, then how can the Internal Revenue Service justify collecting income
taxes on, for example, wages eamed by a mechanic, grocery store clerk, engineer,
teacher, or police officer?

Interestingly enough, I discovered that the Internal Revenue Service uses the same
terminology as the U.S. Supreme Court. In their very own manuals, the IRS defines
excise taxes the same way the Supreme Court does.

For example, in Internal Revenue Manual section 9781, subsection 451, The IRS
defines an excise tax as follows:

An excise tax is a2 duty or impost fevied upon the manufacture, sale, or consumption of
commaodities within the country, and upon cenain occupations (Emphasis added)

and at subsection 452.1, the IRS states . . .

Income taxes are based on net income or net profits, and are graduated, Excise taxes
are not graduated, and they can be based upon any of the following factors: selling price
of merchandise or facilities; services sold or used; number, weight, or volume of units
sold, and nature of occupation {Emphasis added)

and at subsection 453.2, the IRS states . . .

The excise tax categories of interest to Criminal Investigation include:
a) manufacturers excise taxes [gasoline, recreational equipment, coal]
b) occupational taxes [wagering, brewers of beer]

c) facilities and services [toll telephone service]

d) heavy truck and trailers ‘

¢) miscellaneous excise taxes [segbed mining, liquor, and tobacco]

and at subsection 457.2, the IRS states...

...excise lax is based on specifically enumerated articles or services, whereas income tax
ts based strictly on income

) As you can see from the above excerpts in the IRS's very own procedures manual,
the IRS is very clear on what an excise tax is. In short, the Supreme Court knows exactly
what an excise tax is, and has defined it accordingly, and the IRS knows exactly what an
excise tax is, and has defined it accordingly. If the constitutional justification for
retention of our contemnporary federal income tax was to place it in the excise category,
and both the U.S. Supreme Court and the Internal Revenue Service are very clear about
what excise taxes are and who is subject to them, then it seems abundantly clear that most
Americans, unjess they fall into the narrow categories listed above, are not subject to the
federal income tax, that is, of course, unless they voluntarily comply.

Put another way, if the U.S. Supreme Court had to classify the federal income tax
as an excise tax in order for it to remain constitutional, and, by the Supreme Court's own
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definition, excise taxes are "laid upon the manufacture, sale, or consumption of
commodities within the country, upon licenses to pursue certain occupations, and
corporate privileges,” then how can the IRS require that peopie not engaged in these
activities pay federal income tax? This is the reason why those who have studied the
issue betieve that despite the penalties, fines, seizures, and jail sentences, the federat
income tax system truly is voluntary. The publicity of those enforcement actions leads
people to believe that the federal income tax is mandatory even though, on closer
inspection, all indications are that it is vofuntary. Apparently, the reason the U S.
Government continues to operate the system in its present form is because of a lack of
understanding about basic constitutional rights on the part of government officials and the
American people. In summary, the reasons the federat income tax had to evolve as a
voluntary system are because:

1) Despite many contradictory court decisions throughout the years, our
contemporary federal income tax most closely resembles a direct tax - a direct tax not
apportioned by population as required by the U.S. Constitution.

2) Our contemporary federal income tax, as administered, is really not an indirect
excise tax. Even if it were an excise tax, by the U S. Supreme Court and the Internal
Revenue Service’s own definition of an excise tax, most Americans are not subject to it.

3) Since the federal income tax, as currently implemented, does not fall into either
the direct/apportioned or indirect/uniform categories delineated in our U.S. Constitution
as legally acceptable taxes, it must falt into some other ctass of taxation which is not even
mentioned in the U.S. Constitution.

4) The federal income tax is therefore being administered and collected outside of
constitutiona! authority and must therefore be voluntary in order to pass constitutiona!
muster.

What happens to those who refuse to volunteer? Things can get very difTicult for
them. Later, Devvy Kidd will describe her own experience with the Internal Revenue
Service.

Any Volunteers?

. As you read further, keep in mind that whenever [ describe a particular law,
regulation, practice, or procedure, I am not gratuitously "bashing” the Intenal Revenue
Service or any other government agency or official. [am simply trying to emphasize the
potential danger in having citizens, professionals, and government officials alike who are

ignorant of the requirements of the U.S. Constitution and the law. It is elected and
appointed officials who are responsible for creating, interpreting, and enforcing these
laws. Ultimately, however, the citizens of this country are responsible for the existence
of this maze of laws and regulations because they have, and have always had, the power
to change them. First, however, citizens must understand them.

In all of the years | have spent complying with and enforcing the federat tax laws,
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I never would have imagined that those laws are limited to promoting voluntary rather
than mandatory actions by payers of the income tax. For instance, I applied for a social
security number when I was a teenager just like millions of other Americans. I applied
for it because I was led to believe I was required to have one in order to work. Based on
my research, [ have discovered that I was wrong. I filled out a Form W—f so that taxes
would be withheld from my check because I was led to believe [ was required to have
one in order to work. Based on my research, [ was wrong about that also. I filed an
income tax return not so much because I was told to file one but because everyone else
was filing one and because each year the bottom of my tax return showed that the federal
government owed me money (a tax refund).

And so it went, year after year. Like millions of Americans, I joined the federal
income tax system not knowing what I was getting into. Rather, I relied on others to
show me the way. It appears that the "others” on whom [ relied were relying on others
who were relying on still others. Apparently, few, if any, researched which law required
them to submit these forms and pay this money - it's as if they did it because everyone
else was doing it. It would be a shame if the federal income tax system turns out to be
like a herd of cattle led to the cliff by a few confused bulls in the front of the herd - those
in back have no idea where they are going - they are simply following the herd.

With those thoughts in mind, it is time to explain the process by which people are
lead to believe they (and their tax return preparer if they use one) think they are required
to withhold federal income taxes from their paychecks, file a U.S. Individual Income Tax
Return, and pay federal income tax. The process used to seize bank accounts, cars, and
houses without the apparent legal authority to do so will also be described.

Withholding

During World War II, a man named Beardsley Ruml, one-time chairman of the
Federal Reserve Bank of New York, devised a system of withholding for a temporary
"Victory Tax" to pay debts from the war effort. Americans were obviously elated at
winning the war and were apparently content with this temporary measure to collect
federal taxes. Unfortunately, contemporary Americans can testify to the fact that
withholding systemn begun over 50 years ago with the "Victory tax” has been anything but
temporary.

The average American might think that there must be a good reason to have kept
the temporary withholding system in place permanently. Many of us have been
conditioned to think that for the good of our nation and for the smooth running of our
country's revenue stream, withholding of income taxes at the source is a necessary task.

“Unfortunately, those so conditioned would be wrong. Wrong, in part, because Mr. Ruml,

the man who created the system in the first place, admitted that the reasons for
withholding of taxes have nothing to do with the good of our nation or the smooth
running of the country’s revenue stream. On the contrary, Ruml, in an article entitled
Taxes for Revenue Are Obsolete, which he read in a speech before the American Bar
Association and which was published on pages 35-39 of the January 1946 issue of
American Affairs, said:

The necessity for a government to tax in order to maintain both its independence
and its soivency is true for state and local governments, but it is net true for a national

19



government. Two changes of the greatest consequence have occurred in the last twenty-
five years which have substantially altered the position of the national state with respect
to the frnancing of its current requirements. (Emphasis added)

The first of these changes is the gaining of vast new experience in the
management of central banks.

The second change is the dimination, for domestic purposes, of the
convertibility of the currency into gold.

Later in the report, I will explain more about what Rum! meant by "elimination,
for domestic purposes, of the convertibitity of the currency into gold." But, for purposes
of this section, suffice it to say that the withholding system he devised was not meant to
permit the smooth running of a revenue stream to fund federal government operations.

There is another myth about the contemporary federal tax withholding system.
The myth is that the withholding of federal taxes from most people’s paychecks is
mandatory. Yes, I know people are fined and sometimes even jailed for not withholding
taxes but, just as with the federal income tax system as a whole, the capacity of our
government to point guns at us or put us in jail can not be the sole justification for
compliance with these laws - that is, unless we live in a police state and the government
does whatever it pleases. The simple fact is that when one researches the laws and
regulations relating to the withholding of taxes from our paychecks, the language clearly
indicates that, except for a small class of taxpayers, the withholding of taxes is a
voluntary exercise.

How do citizens get caught up in this voluntary tax withholding system? The
following scenario will help illustrate the process. Be aware that the following
explanation refers to many sections of the Internal Revenue Code and federal regulations
and can be very confusing. If you have trouble following the explanation, try presenting
it to a friend or advisor with more experience and training in this area of the law.

Let’s say that in January 1998, Mr. Tommy Smith, a high school student and
resident of San Francisco, California, decides he is going to find his first job. He already
has a social secunty number because his parents, in order to claim a dependency
exemption for him on their own tax retum, applied for a number on his behalf years ago.
What Tommy's parents didn't realize is that, in order to save approximately $500 in taxes
every year by claiming Tommy as a dependent, they took the first step in volunteering
their son into the federal taxing system.

Tommy learns that ABC Company is looking for a dependable office clerk and is
given an interview. Tommy does well in the interview and is hired. ABC Company's
personnel manager, having been dutifully informed by the company's tax advisor that one

is "required," gives Tommy a Form W, Employee's Withholding Allowance Certificate
to fill out. Tommy, who assumes the form is "required” for employment, fills out the
Form W-4. What he doesn't realize is that compietion of the Form W-4 is not "required”
for his employment at ABC Company. Further, Tommy does not realize that the Form
W represents a voluntary agreement between Tommy and his employer to have income
tax withheld from his paycheck.

Now if ABC Company’s tax advisor had researched the actual law and regulations
goveming withholding income tax from Tommy's paycheck, rather than simply following
the herd, the advisor may have been able to advise ABC Company of an alternative
treatment for Tommy’s withholding. Guidance for the treatment of Tommy’s
withholding can be found in the Internal Revenue Code, Subtitle C, Chapter 24 -
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Collection of Income Tax at Source on Wages.
Section 3403 of Chapter 24 reads, in part, as foliows:

SEC. 3403. Liability for tax

The employer shall be liable for the payment of the tax required to be deducted and
withheld under this chapter, and shall not be liable to any person for the amount of any
such payment. {Emphasis added)

As with most sections of the Internal Revenue Code, the language of Section 3403
15 very confusmg Section 3403 is not only confusing but it seems to be a contradiction
in terms. It gives little guidance as to what amount, if any, should be withheld from
Tommy’s paycheck. Rather, it only directs that for those taxes “required to be deducted,”
“the employer shall be liable.” Perhaps Section 3402 of Chapter 24, entitled /ncome Tux
Collected At Source will help determine Tommy’s withholding situation. It reads, in
part:

SEC. 3402. Income tax collected at source
{a) Requirement of withholding, —

(1) Ingeneral - Except as otherwise provided in this section, every employer
making payment of wages shall deduct and withhold upon such wages a tax
determined in accordance with tables or computationat procedures prescribed
by the Secretary. Any tables or procedures prescribed under this paragraph
shall-

(A) apply with respect to the amount of wages paid during such
periods as the Secretary 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
appropriate to carry out the purposes of this chapter and to
reflect the provisions of chapter 1 applicable to such periods.

At first glance, one might think that Section 3402 is the law that requires
withholding of income taxes from Tommy’s paycheck. After all, Section 3402(a)X1)
specifically states that “every employer making payment of wages shall deduct and
withhold upon such wages a tax ...” Does “every employer” mean every employer?
Does “wages™ mean the money most Americans receive in their paychecks? Fortunately,
Chapter 24 also includes Section 3401 — Definitions. Let’s see if Section 3401 will shed
some light on what amounts, if any, are required to be withheld from Tommy’s paycheck.
Section 3401 reads as follows:

SEC. 3401. Definitions
(n) Wages.-For purposes of this chapter, the term “wages™ means all remuneration
(other than fees paid to a public official) for services performed by an employee
for his employer . . {(Emphasis added)

Section 3401(a) describes what we all can understand to be wages, namely “all
remuneration for services performed.” But Section 3401(a) also says that the
“remuneration” comes from services performed by an “employee” for his “employer.”
At Section 3401 (c) and (d), the terms “employee™ and “employer”™ are defined:
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{(c) Employee-For purposes of this chapter, the term “employee™ includes an
officer, employee, or elected official of the United States, a State, or any political
subdivision thereof, or the District of Cotumbia, or any agency or instrumentality of any
one or more of the foregoing. The term “employee™ also includes an officer of a
corporation. {Emphasis added)

(d) Employer.-For purposes of this chapter, the term “employer” means the
person for whom an individual performs or performed any service, of whatever nature, as
the employee of such person . . .

One would think that the terms “United States” or “State” wouldn’t have to be
defined but, again, because we are dealing with the Internal Revenue Code, nothing
should be taken for granted. There is no definition of “United States” or “State” in
Chapter 24 of the Internal Revenue Code. However, those terms are defined in Chapter
79 — Definitions, as follows:

SEC. 7701 Definitions

(a) When used in this title [Title 26, The Internal Revenue Code], where not
otherwise distinctly expressed or manifestly incompatible with the intent thereof- . . .
(9) United States.-The term “United States” when used in a geographical sense includes
only the States and the District of Columbia. (Emphasis added)
(10) State.-The term “State” shalt be construed to include the District of Columbia,

where such construction is necessary to carry out the provisions of this title. {Emphasis
added)

Tommy was hired as an office clerk for ABC Company in San Francisco. He is
clearly not an “officer, employee, or elected official of the United States” “or any
political subdivision thereof” especially if, according to Section 770 1(a}9), the United
States includes “only the States and the District of Columbia. Tommy clearly is not an
“officer, employee, or elected official” of a “*State” or “any pohitical subdivision thereof”
if, according to Section 7701(a)(10), a State “shall be construed to inciude the District of
Columbia.”

Many people might assume that the term “include,” as used in Section 770 1(aX9)
and (10), is used to better define which employers and employees are subject to federal
income tax withholding. in other words, which specific employers are required by law to
withhold federal income taxes and which specific employees are required to have federal
income tax money withheld. Unfortunately, the opposite is true.

Whenever the words “include” or “includes” appear in the Internal Revenue Code
(IRC), extreme caution should be exercised. The reason for caution is that there is a
consistent pattern of confusion, murkiness, and lack of specifics whenever “include” or
“includes” is used. Here are a couple of examples.

Remember Section 7701(a)9) above? It says:

United States.-The term “United States” when used in a geographical sense includes
only the States and the District of Columbia. {Emphasis added)

Although our friend Tommy doesn’t live in the District of Columbia, he might
have assumed that his home state of California was one of the “States” in the definition.
As [ said, however, extreme caution should be used and nothing should be assumed. Asi
explained above, Section 7701(a) 10) isn’t much help in clanifying Section 7701{a}9)



since it refers night back to the District of Columbia:

State.-The term “State” shail be construed to include the District of Columbia, where
such construction is necessary to carry out the provisions of this title.

Tommy, Iet alone the average taxpayer, should be concerned with this lack of
clanity in the withholding law. They should be even more concemned that the IRC seems
to get murky and confusing when the subject of income taxes comes up yet the IRC is
very clear when the subject of excise or other clearly constitutiona! taxes is addressed.
For example, notice how “United States™ is defined in Chapter 38, Section 4612 of the
IRC - Environmenta! Taxes:

SEC. 4612 Definitions and special rules
(a) Dehinitions.-For purposes of this subchapter-
(4) United States.-
(A) In general.-The term “United States” means the 50 States, the District of
Columbia, the Commonwealth of Puerto Rico, any possession of the United
States, the Commonwealth of the Northern Mariana Islands, and the Trust
Temtory of the Pacific Islands. (Emphasis added)

Notice how the term “United States™ is defined in Section 4612(aX4 X A) with
crystal clanity when it relates to an environmental excise tax that is beyond constitutional
question. [t is plainly evident from this section that lawmakers considered it necessary
and prudent to clearly define “United States” as “the 50 States™ in this section about
definitions and special rules. However, as the first few words from Section 4612 advise,
this definition of “United States” is only “for purposes of this subchapter.” Why didn’t
those same lawmakers think it was necessary and prudent to clearly define “United
States” in Section 7701(a)(9), which helps define who is required to have federal income
taxes withheld from their check under Section 34027

Another example is the definition of the word “State.” Notice how the term
“State” is defined in Chapter 61, Section 6103 of the IRC ~ Information and Returns:

SEC. 6103 Confidentiality and disclosure of returns and return

information
{(b) Definitions -For purposes of this section-
(5) State.-The term “State™ means (A) any of the 50 States, the District of
Columbia, the Commonwealth of Puerto Rico, the Yirgin Islands, the Canal
Zone, Guam, American Samoa, the Commonwealth of the Northern Mariana
Islands . . . (Emphasis added)

It is plainly evident from this section that lawmakers considered it necessary and
prudent to clearly define a “State™ as “any of the 50 States™ in this section about
confidentality and disclosure of returns. However, as the first few words from Section
6103 advise, this definition of “State™ is only “for purposes of this section.” Why didn’t
those same lawmakers think it was necessary and prudent to clearly define “States” in
Section 7701(a)(10), which helps define who is required to have federal income taxes
withheld from their check under Section 3402?

Based on this analysis, it is clear that none of the sections mentioned so far
require that income taxes be withheld from Tommy’s paycheck. Isearched through all of
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Chapter 24 of the IRC - Collection of Income Tax at Source on Wages, for any other law,
which might require Tommy to have income taxes withheld from his paycheck. Ionly
found Section 3402(q), that dealt with withholding of gambling winnings, and Section
3405 that dealt with pensions, and Section 3406 that dealt with interest and dividends.
None of these sections applied to Tommy employment situation, an employment situation
replicated millions of times across the United States by people who have money withheld
from their own checks.

[ also found Section 3402(F)(2)XA), which, at first glance, looked like it might
have been the section that required Tommy to have income taxes withheld from his
paycheck. It reads, in part:

(2} Exemption certificates.-

(A} On commencement of employment.-On or before the date of the commencement
of employment with an employer, the employee shall furnish the employer with a signed
withholding exemption certificate relating to the number of withholding exemptions
which he claims, which shall in no event exceed the number to which he is entitled.

However, this section suffers from the same probiem as the others. It refers to an
“employee” and an “employer” which I have already shown you should not be applicable
to Tommy’s situation because he does not reside in the District of Columbia and
therefore does not fall within the definition of “employee.”

The only section that [ did find which would apply to Tommy’s situation is
Section 3402(p) Voluntary Withholding Agreements, which states:

Voluntary Withholding Agreements. - The Secretary [of the Treasury] is authorized by
regulations to provide for withholding -

(1) from remuneration for services performed by an employee for his employer
which (without regard to this subsection) does not constitute wages, and

(2) from any other type of payment with respect to which the Secretary finds
that withholding would be appropriate under the provisions of this chapter, if the
employer and the employee, or in the case of any other type of payment the person
making and the person receiving the payment, agree to sach withholding. Such
agreement shall be made in such form and manner as the Secretary may by regulations
provide. (Emphasis added)

The applicable Federal regulation 31.3402(p)<(1Xa), provided by the Secretary of
the Treasury, further explains the withholding agreement:

(2) In general. An employee and his employer may enter into an agreement under
section 3402(b) to provide for the withholding of income tax upon payments of amounts
described in paragraph (b)(1) of 31.3401{a)-3, made after December 3 1, 1970. An
agreement may be entered imo under this section only with respect to amounts which are
includible in the gross income of the employee under section 61, and must be applicable
to all such amounts paid by the employer to the employee. The amount to be withheld
pursuant to an agreement under section 3402(p) shall be determined under the rules
contained in section 3402 and the regulations thereunder. (Emphasis added)

Since no one told Tommy that completing and signing this agreement with his

employer to have income taxes withheld from his paycheck was voluniary, Tommy filled
out the Form W-4 agreement, signed it, and joined millions of other wage earners who
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witness the ever increasing gap between their gross pay and their net pay, believing he
had no other choice.

[n late January or early February of 1999, ABC Company sends Tommy a Form
W-2, Wage and Tax Statement, which shows how much gross pay Tommy received
during 1998 and how much taxes were withheld from his paycheck. Tommy, an "A"
student in math, is amazed at how much money has been taken out of his paycheck
throughout 1998. When Tommy complains to his parents about how much has been
taken, his parents tell him not to worry. They tell him that if he files a federal income tax
return, he will probably get a "refund” of some of the taxes he paid. Liking the sound of
getting some of his money back, Tommy takes the next step down the yellow brick road
of the voluntary income tax system without even realizing the consequences of his
actions. Understandably, all this teenager is thinking about is the few hundred dollars he
will get refunded to him. Unfortunately, young Tommy has no idea what he will have to
give up in order to get his money back. The following sections will illustrate just what
Tommy and millions like him get themselves into as they are drawn deeper and deeper
into the voluntary system.

Filing of Federal Income Tax Returns

Previously, I explained the issues relating to the Sth Amendment to the U.S.
Constitution and how it retates to the filing of federal income tax returns. But what
specific law does the Internal Revenue Service (as well as most CPAs, attorneys, and
Judges) rely on to make the American peopie believe they are required to file federal
mcome tax returns? Exhibit 1 illustrates the three Intemnal Revenue Code (IRC) sections
which purport to require the average American to file U.S. Individual [ncome Tax
Returns - Intemal Revenue Code, Subtitle F, Chapter 61 - Information and Returns,
Sections 6001, 6011, and 6012. The Internal Revenue Service refers to these sections in
the income tax booklet sent to taxpayers in the mail each year. You will find it under the
section entitled Privacy Act and Paperwork Reduction Act Notice.

Note that Section 6001 begins, "Every person liable for any tax imposed under
this title . . . shall keep such records . . . make such returns . . . and comply with such
rules and regulations as the Secretary may prescribe.” [be aware that whenever the law
refers to the "Secretary,” it is referring to the U.S. Secretary of the Treasury, who
delegates his power and authority down the chain of command to the employees of the
Treasury agencies - therefore, when the law says "The Secretary,” simply substitute
"IRS"].

- At first glance, you might assume that Section 6001 is the section that requires
you to file a U.S. Individual Income Tax Return, but is that a correct assumption?
Section 6001 says that "every person liable . . . shall . . . make such returns.” It is clear
from the language of the law that only persons made liable must file returns pursuant to
Section 6001. Who is every person liable? Unfortunately, the Internal Revenue Code
(IRC) isn't very helpful in telling us who every person liabie is, at least when it comes to
the average American taxpayer. The IRC defines a "person™ not as "people” but rather as
"partnerships,” "trusts,” "corporations,” and "individuals." You would think that the
millions of Americans who file U.S. Individual Income Tax Returns and pay income
taxes every year are the "individuals” who are liable, nght? This is not necessarily so.
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EXHIBIT 1

SEC. 6001  Notice or regulations requiring records, statements, 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 judgement 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 to keep under this section in connection with charged tips shall be charge
receipts, records necessary to comply with section 6053(c), and copies of statements
furnished by employees under section 6053(a).

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

(8) General nule.-When required by regulations prescribed by the Secretary any
person made liable for any tax imposed by this title, or with respect to the collection
thereof, shall make a return or statement according to the forms and regulations
prescribed by the Secretary. Every person required to make a return or statement shall
include therein the information required by such forms or regulations.

SEC. 6012  Persons required to make returns of income

(») General rule.-Returns with respect to income taxes under subtitle A shall be
made by the following;

(1)XA) Every individual having for the taxable year gross income which equals
or exceeds the exemption amount, except that a return shall not be required of an
individual- .
® who is not married {(determined by applying section 7703), is not a

surviving spouse (as defined in section 2(a)), is not & head of household

(a3 defined in section 2(b}), and for the taxable year has gross income

of less than the sum of the exemption amount plus the basic standard

deduction applicabie to such individual,

(11)  who is a head of household (as so defined) and for the taxable year has
gross income of less than the sum of the exemption amount plus the
basic standard deduction applicable to such individual,

(i)  who is a surviving spouse (as so defined) and for the taxable year has
gross income of less than the sum of the exemption amount plus the
basic standard deduction applicable to such individual, or

(iv)  who is entitled to make a joint return and whose gross income, when
combined with the gross income of his spouse, i3, for the taxable year,
less than the sum of twice the exemption amount plus the basic
standard 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.
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EXHIBIT 2 (1993 RATES)
Section .  Tax imposed

(a) Married individuals filing joint returns and surviving spouses.-There is hereby
tmposed on the taxable income of-

(1) every mammned individual (as defined in section 7703) who makes a single return
jointly with his spouse under section 6013, and (2) every surviving spouse (as defined in
section 2(a)), a tax determined in accordance with the following table:

If taxable income is: The tax is:

Not over $35,900 15% of taxable income

Over $36,900 but not over 389,150 $5,535, plus 28% of the excess over $36,900

Over 389,150 but not over $140,000 $20,163, plus 31% of the excess over $89,150

Over $140,000 but not over $250,000 §35,928.50, plus 36% of the excess over $140,000
Over $250,000 $75,528.50, plus 39.6% of the excess over $250,000

(b) Heads of households.-There is hereby imposed on the taxable income of every head
of a household (as defined in section 2(b)) a tax determined in accordance with the
following table:

If taxable income is: The tax is:

Not over $29,600 15% of taxable income

Qver $29,600 but not over 75,400 34,440, plus 28% of the excess over $29,600
Qver $76,400 but not over $127,500 $17.544, plus 31% of the excess over $76,400
Qver $127,500 but not over $250,000 333,385, plus 36% of the excess over $127,500
Over $250,000 $77,485, plus 39.6% of the excess over $250,000

(¢) Unmarried individuals (other than surviving spouses and heads of househotds).-
There is hereby imposed on the taxable income of every individual (other than a
surviving spouse as defined in section 2(a) or the head of a household as defined in
section 2(b)) who is not a married individual (as defined in section 7703) a tax
determined in accordance with the following table:

If taxable income is: The tax is:

Not over $22, 100 15% of taxable income

Over $22,100 but not over $53,500 $3,315, plus 28% of the excess over $22,100
Over $53,500 but oot over $115,000 $12,167, plus 31% of the excess over $53,500
Over $115,000 but not over $250,000 $31,172, plus 36% of the excess over $115,000
Over $250,000 $79.772, plus 39.6% of the excess over $250,000

~(d) Married individuals filing separate returns.-There is hereby imposed on the
taxable income of every married individual (as defined in section 7703) who does not
make a single return jointly with his spouse under section 6013, a tax determined in
accordance with the following table:

If taxable income is: The tax is:

Not over $18.450 15% of taxable income

Over $18,450 but not over $44,575 $2,767.50, plus 28% of the excess over $18.450
Orver 344,575 but not over $70,000 $10,082.50, plus 31% of the excess over $44 575
Over $70,000 but not over $125,000 $17,964.25, plus 36% of the excess over $70,000
Over $125,000 $37,764.25, plus 39.6% of the excess over $125,000
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Not only does the IRC never define what an individual is but it also does not specify
how, when, where, or why an individual becomes liable for the income tax. Look at
[nternal Revenue Code, Subtitle A, Chapter 1, Subchapter A - Determination of Tax
Liability, Section 1 (Exhibit 2). First, notice that the title of the Subchapter says
"Determination of Tax Liability. Keep in mind, however, that the title of the subchapter
1s not the law. The law is the words contained in Section 1, which never uses the word
"liable” or any word resembling it. Second, notice how Section 1 says it "imposes” a tax
on "taxable incomes" of certain listed individuals, not persons.

Not only does the IRC never define what an individual is, it never defines what
income 1s. In U.S. v. Ballard, 535 F2d 400, 404 (1976); cert. denied, 429 U S. 918
(1977), the 8th Circuit Court of Appeals said, "The general term income is not defined in
the Internal Revenue Code.” Therefore, if Section 6001 states that every person liable
must file a return but there exists no IRC section which specifically makes you liable for
the income tax, then Seetion 6001 certainly can't be the section that requires you to file a
U.S. Individual Income Tax Return.

What about the next section - Section 60117 Section 6011 has the same type of
problems. It says in part, “. . ‘When required . . . by the Secretary any person made liable
for any tax imposed by this title . . . shall make a return.” As [ explained above, there are
no IRC sections specifying that the average American citizen is a person who has been
made liable. If the law doesn't tel] you when you are required and when or how or where
you are made liable, then Section 6011 certainly can't be the section that requires you to
file a federal income tax return.

What about the final section - Section 60127 Again, the same type of problems
exist. Section 6012 says in part, "Retums with respect to income taxes . . . sha// be made
..." Did you know that the word shall means must if it refers to duties of the government
but shall means may when used to define the legal duties of a "natural person” such as
the average American taxpayer when their constitutionally protected rights are involved?
Again, we can turn to the courts for guidance:

The word “shali” will be made to read as the equivalent of “may” if such
construction is necessary to avoid the unconstitutionality of an act . .. As against the
government, it has been held that “shall” is not mandatory unless the Legisiature clearly
intended it so to be . . . If a different interpretation is sought, it must rest upon something
in the character of the legislation or in the context which will justify a different meaning,

Gow v. Consolidated Coppermines Corp., 165 Atlantic 136

It is true that the mandatory word "shall” is used rather than the permissive word
“may” or “has authority to” commit the relator. But the instances are marnry in which
courts have treated the mandatory word as merely permissive when MeCessary to sustain
an act or accomplish the purpose which was clearly imended.
Pevple ex rel. Barone v. Fax, 129 N.Y S, 646; App.Div. 611

As against the government, the word “shall,” when used in statutes, is to be

construed as "may,” unless g contrary interttion is manifest.
Cairo and Fuiton RR. Co. v. Hecht, 95 US 170

Steffan M. Bertsch, an attorney from Washington State who has researched this
issue thoroughly, describes the legal meaning of the word shafl in Section 60 12 this way:
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A reading of Section 6012 seems to say that every individual with "gross” income in
excess of a certain amount "shall” make a return. Herein lies the real constitutional
suckler. If "shall” is mandatory, the [RC {Internal Revenue Code] is a fromal assauk
upon the Bill of Rights. To avoid this constitutional inconsistency, *shall® is properly
used to mean "may.” . . . Section 6012(a) says that every individual shall make 2 return.
If "shall” means "must,"” then Congress by passing 6012(a), has superseded the
Constitution of the United States. 1f chall is obligatory in this case, then people are
required to file returns that may be later used against them in court as evidence to convict
them of crimes. This cannot be the case and it is not the case. In order for Congress to
get around this nasty item attached s the fifth article of the amendment to the
Constitution, they give the job to their faithful agent, the IRS. The IRS then either tricks
people into entering contracts of obligation, such as 1040 returns, or forces the people to
pay through aw power even though the IRS lacks the lawful authoriry to make them.
The deception occurs when the IRS then provides "alleged taxpayers” with a Privacy
Norice that is a veiled Miranda warming. The tax filer is supposed to interpret this notice
to say, "Anything you tell us could land you in jail, s0 make cerain thar what you tell us
is true.” However, It requires a most strained veading of the notice to glean this from ir.

As Mr. Bertsch so eloquently points out, Section 6012 also can not be the section
that requires you to file a U.S. Individual Income Tax Return.

Now that a brief explanation has been presented as to the language of the law
itself and whether or not those laws require you to file U.S. Individual Income Tax
Retums or make you "liabie” for the federal income tax prior to filing, it is important to
understand the process by which taxes of any kind become your legal obligation to pay.

Assessment Of And Liability For Federal Taxes

Taxes must be assessed by a tax collector before a taxpayer becomes liable for
(owes) the taxes. For example, anyone who owns a house or votes in local elections
should be familiar with the "county assessor.” The county assessor is responsible for
determining the “assessed value” of real property (real estate) and certain personal
property in order to assess a property tax on the property. Property taxes are not due and
payable (owed) until that assessment has been made and a liability has been established.

The U.S. Supreme Court defined the process of taxation, assessment, and amounts
due and payable in Bull v. United States, 295 US 247, 55 S.Ct. 695, 79 L.Ed. 1421, as
follows:

A tax is an exaction by the sovereign [government], and necessarily the
sovereign has an enforceable claim against every one within the taxable class for the
amount lawfuily due from him. The statute [law] prescribes [defines] the rule of taxation.
Some machinery must be provided for applying the rule to the facts in each taxpayer's
case, in order lo ascertain the amount due. The chosen instrumentality for the purpose is
an administrative agency whose action is called an assessment. The assessment may
be a valuation of property subject to taxation, which valuation is to be multiplied by
the stahutory rate to ascertain the amount of tax. Or it may include the calculation and
fix the amount of tax payable, and assessments of federal estate and income taxes are
of this type. Once the tax is assessed, the taxpayer will owe the sovereign the amount
when the date fixed by law for payment arrives. (Emphasis added)

As you can see by the opinion of the U.S. Supreme Court, a tax can not be owed
by a taxpaver until it has been assessed
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Just as a county assessor is given statutory authority to assess local property taxes,
the U.S. Secretary of the Treasury is given statutory authority to assess federal taxes,
How does the Secretary of the Treasury assess federal taxes? Statutes {laws) giving the
Secretary authority to assess and collect payment of federal taxes are found in the
Intemnal Revenue Code, Subtitle F, Chapter 63 - Assessment, Sections 6201 and 6203, and
Chapter 64 - Collection, Section 6303 (see Exhibit 3).

Let's look at the statutes {laws) the Secretary of the Treasury uses to assess excise
taxes and income taxes, and then look at enforcement measures he is authorized to take
when those taxes (both excise and income) are not paid. Exhibit 3 shows the actual
language of the laws the Secretary of the Treasury uses to assess federal taxes. Notice in
Section 6201(a) that "The Secretary is authorized and required to make . . . assessments
of all taxes which have not been duly paid by stamp." Alcohol and tobacco taxes are
paid by stamp but I have never encountered an income tax that was paid by stamp.
Therefore, I think it would be safe to say that the law I have quoted so far only gives the
Secretary the authority to assess taxes paid by stamp (i.e. not income taxes).

The law continues at Section 6201{aX1),

Taxes shown on return.-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. (Emphasis added)

What do most Americans do by April t5th of each year? They "determine” their own
taxes by filling out a U.S. Individual Income Tax Return income tax return, signi ng it
under penalty of perjury, and sending it in to the Intemal Revenue Service. Once the IRS
has those returns, they, with power delegated by the Secretary via Section 6201 (aX(1),
"assess" our federal income taxes.

Now look back at Exhibit 3, "Section 6203 Method of Assessment.” Tt says, "The
assessment shall be made by recording the liability of the taxpayer in the office of the
Secretary..." Then look at "Section 6303 Notice and Demand for Tax.” 1t says, "the
Secretary shall . . . after making of an assessment of tax pursuant [according] to section
6203, give notice to each person liable for the unpaid tax, stating the amount and
demanding payment thereof . . ." Have you or any of your friends or relatives ever
received a notice or federal income tax bitl from the Secretary of the Treasury or any of
his agencies telling you that you are liable for the federal income tax? I haven't. In fact,
in all my years in the tax profession, [ never witnessed anyone else receivi ng such a
notice either. Could it be that there is no need for the Secretary/IRS to send us such a
notice because he simply waits for us to determine our own federal income tax "liability”
. -voluntarily?

Is it possible for the Secretary to assess an income tax on someone who hasn't
filed an income tax return? There is a code section (law) that the Secretary sometimes
uses when taxpayers don't file a U.S. Individual Income Tax Return - it is found at
Section 6020(b) of the Internal Revenue Code (IRC). Whether that section is used in
appropriate circumstances is another matter. Section 6020(b) reads as follows:

(b) Exeaution of return by Secretary -
(1) Authority of Secretary to execute return -If any person fails to make any return
required by any imernal revenue law or regulation made thereunder at the time
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EXHIBIT 3

SEC. 6201  Assessment authority

(a) Authority of Secretary.

The Secretary is authorized and required to make the inquiries, determinations,
and assessments of all taxes (including interest, addwional amounts, additions to the tax,
and assessable penalties) imposed by this title, or accruing under any former intemnal
revenue law, which have not been duly paid by stamp at the time and in the manner
provided by law. Such authority shall extend to and include the following-

{1} Taxes shown on return. The Secretary shall assess all taxes determined by
the taxpayer or by the Secretary as to which retumns or lists are 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 by means of a stamp is sold
or removed for sale or use by the manufacturer thereof or whenever any
transaction or act upon which a tax is required to he pard by means of a
stamp occurs without the use of the proper stamp, it shall be the duty of the
Secretary, upen such information as he can obtain, to estimate the amount
of tax which has been omitted to be paid and to make assessment therefor
upen the person or persons the Secretary determines to be liable for such
tax. (B) Check or money order not duly paid.-In any case in which a
check or money order received under authority of section 6311 as payment
for stamps is not duly paid, the unpaid amount may be immediately
assessed as if it were a tax imposed by this title, due at the time of such
receipt, from the person who tendered such check or money order.

SEC. 6203 Method of assessment

The assessment shall be made by recording the liability of the taxpayer in the
office of the Secretary in accordance with rules or regulations prescribed by the

Secretary. Upon request of the taxpayer, the Secretary shali furnish the taxpayer a copy of
the record of the assessment.

SEC.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 assessment 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 dweiling or
usual piace of business of such person, or shall be semt by mail to such person’s last
known address.
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prescribed therefor, or makes, willfully or otherwise, a false or fraudulent return, the
Secretary shall make such return from his own knowledge and from such information as
he can obtain through testimony or otherwise. (Emphasis added)

Notice how the language of the law refers to "any return required.” As discussed
previousty, there 1s no law requiring American citizens (natural persons) to file a U.S.
Individual Income Tax Return. Thus, the Secretary’s authority to "make such return” for
a taxpayer should exist only for those who are "required” to file. If you are not
"required” to file a U.S. Individual Income Tax Return in the first place, as [ have
repeatedly shown you to be the case, the Secretary should not legally be able to use
section 6020(b) to file a return for you.

As described above, the Secretary of the Treasury, after making an assessment of
tax according to section 6203, is required to give notice to each person liable for the
unpaid 1ax, stabng the amount and demanding payment thereof. You may have noticed
the term "hability” used over and over again. Liability is a very important word because,
legally, you can not be made /iab/e for a tax unless some law specifically imposes a tax
and makes you liable for it. Read what the following appellate court decision has said on
the subject of hability:

Moreover, even the collection of taxes should be exacted only from persons upon whom
a tax liability is imposed by some statute. (Emphasis added)
Botta v. Scanion, 288 F2d, 504 (1961)

Is it possible there is some mistake? Do the words written in the various sections
of the Internal Revenue Code (IRC) mean something different than what they appear to
mean? Is there something implicd in the language of the law that is not readily apparent?
Well, again, let's look at what the courts say. In connection with the federal bankruptcy
laws, the U.S. Supreme Court said:

The task of resolving the dispute over the meaning of {section] 506(b) begins where all
such inquiries must begin: with the language of the statute itself . . . In this case, it is also
where the inquiry should end, for where, as here, the statute’s language is plain, “the sole
function of the courts is to enforce it according to its terms.” (Emphasis added)
United Stares v. Ron Pair Enterprises, Inc. (1989}, 489 1S, 235 at 241, 103 L.Ed.2d 290

In connection with the liability of a beneficiary for federal estate taxes, the Eighth
Circuit Court of Appeals said:

In such a situation the beneficiary is entitled to a favorable construction because linbility
for taxation must clearly appear. (Emphasis added)
Higley v. Commissioner, 69 F2d. 160
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In connection with liability for federal income taxes, the U S. Supreme
Court said:

In the interpretation of statutes ievying taxes it is the established rule not to extend their
provisions, by implication, beyond the clear import of the language used, or to enlarge
their operations so as to embrace matters not specifically pointed out. In case of doubt
they are construed most strongly against the government, and in favor of the citizen.
(Emphasis added)

Gould v. Gould, 245 U.S. 151 (1917)

The courts have very clearly ruled that Americans have every right to read the
clear language of the law and conclude that unless they are specifically made liable fora
tax, any tax, they have no legal requirement to pay it.

Collection of Federal Income Taxes

There are also some questionabie issues relating to the collection of federal
income taxes in that collection actions are carried out with laws that have no connection
to the income tax. I first leamed about these issues from Devvy Kidd, who had personal
experience with income tax collection activity.

After Devvy and her husband John satisfied themsetves regarding the actual
requirements of the law, for example, that filing a federal income tax return is not
required, they wrote a letter to the [RS requesting that they provide the statute (law) in
Title 26 of the U.S. Code (the Internal Revenue Code) that made it mandatory to file an
income tax return. That letter, sent April 15, 1993, in lieu of an income tax return,
received no response from the IRS. Since the Kidds had done their homework regarding
tax return filing requirements, they felt it wasn't asking too much for the IRS to answer a
simple question - were the Kidds required to file U.S. Individual Income Tax Returns?

The Kidds sent follow-up letters requesting clarification on filing requirements
that the IRS also did not respond to. On April 15, 1994, the Kidds again did not file an
income tax return. By September of 1994, they had received numerous "Notices of
Deficiency" for a tax they contended they did not owe under any federal iaw. With the
assistance of attorney Bernard Baker, a retired Colorado district judge, the Kidds filed an
Order To Show Cause in Federal District Court in Denver, Colorado.

After some legal maneuvering by the U.S. Attorney, the District Court dismissed
the Kidd's case. This dismissal prevented the government from haying to answer, in open
court, whether or not the Kidds were required to file an income tax return. Soon after

dismissal of the Kidd’s case, the IRS sent them a "Notice of Federal Tax Lien."
- The tax lien stated that Sections 6321, 6322, and 6323 of Title 26 (the Internal
Revenue Code) provided justification for the lien. The following is an excerpt from
Devvy Kidd’s September 1995 newsletter The Power Educator:

-..Since Title 26, the IRS Code is prima facie law, [ had to go to the Index to the Code of
Federal Regulations (CFR), Parallel Table of Authorities, to find out what's called the
implementing regulations, that is, the regulations created by the agency in charge of
implementing the statute(s) passed by the Congress. This [Parallel Table of Authorities]
told me that those previously identified sections of the IR Code [6321,6322,6323] were
implemented by Tile 27, Part 70. What did I discover?

I discovered that John and [ had a lien placed against us by the IRS for not
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paying an excise tax allegedly owed for engaging in the sale and manufacture of alcohol,
tobacco, and firearms! That's right. John is a retired bird-Colonel, U.S. Army, currently
a construction-management engineer and I have had no income since 1991. My efforts in
the movement to Take Back America are given freely without financial compensation,

I next looked in the IRS Special Agents Handbook, Sections 451 & 452 [see
above]. An excise tax is levied for certain commercial activities, none of which my
husband and I are or ever have been involved with.

Now Mr. Walker and Mr. Jones of the IRS placed a lien against us for not
paying an excise tax on the manufacture and sale of certain commodities - for which we
do not have any involvement with at all. They demanded money from us for a debt we
did not owe. They threatened with this legal document to freeze our assets if we did not
give in to this fraud. As I said, this lien document is a form that goes out to miilions of

Did we pay this extortion money? Yes. Have they lifted the lien? Not as of this
date. Why should they bother, they’ll get around to it in their own sweet time. A free
nation with open, honest government? Where? Do we have any legal recourse? None,
and the reason why is the nauseating cormuption in our federal and state Judiciary. .

Does Congress know what's going on? Yes...I have written, begging members
of Congress - including the current presidential candidates - to allow hearings. [ will
bring in retired judges. Experts and T will prove beyond a shadow of a doubt that there is
no law that requires anyone to file a 1040. The whole system is based on fraud, period.

Steffan Bertsch, the attorney I quoted previously who has exha ustively studied the
Internal Revenue Code, told me that he has many clients who have been treated similarly
by the Internal Revenue Service - classified as coal miners or distillers or firearms dealers
in order to be subject to collection of the federal income tax. Kidd, Bertsch, and
Bertsch’s clients have been unable to determine what legal authority the Internal Revenue
Service has in classifying them as coal miners, distillers, or firearms dealers when they
have never engaged in those activities. Further, they have been unable to determine why
collection and enforcement laws relating to fuel, distilled spirits, and firearms, which
clearly fall into the category of excise taxes and which have nothing to do with federal
income taxes, are used to take their money and property.
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Allegation 2

The 16th Amendment to the U.S. Constitution Was Never Ratified

The next unbelievable allegation that Devvy Kidd included in her book was that a
man named Bili Benson had proven that the 16th Amendment to the U S. Constitution,
the amendment that purportedly legalized the federal income tax, was fraudulently
ratified, making the federal income tax null and void. Is it any wonder such an allegation
wouldn't catch my eye? Benson was alleging that the very basis for today's federal
income tax was a fraud. As [ have previously stated, the people who brought this issue to
my attention had enough credibility to encourage me to at least listen to what Benson had
to say. After all, I gave Bill Conklin a chance to convince me and he presented
compelling evidence. T believed I had nothing to lose by checking to see what Bill
Benson had to say.

As with Conklin, I took Benson's telephone number drrectly out of Kidd's book
and gave him a call. I greeted Benson, told him my name, and told him I had read about
his allegation that the 16th Amendment had never been ratified in Devvy Kidd’s book,
Why A Bankrupt America?. 1also told him that, although | was calling him as a private
citizen on my day off, [ was employed as a Special Agent in the IRS Criminal
Investigation Division. I further told Benson that I wanted to find out more about his
evidence; that [ had no ax to grind and that [ was sincere in wanting to leamn the truth.
Benson proceeded to give me a brief synopsis of how he discovered that the 16th
Amendment had not been legally ratified. As he toid me his story, [ was prepared for
him to tell me one of the ofi-repeated tux protestor arguments alleging some arcane little
glitch in the amendment process such as that Ohio wasn't a State when it ratified the ]6th
Amendment.

Rather, his statement was quite bold. He told me, "Not a single State legaily
ratified the 16th Amendment!" Benson continued by explaining the process by which an
amendment legatly becomes part of the U.S. Constitution and how that process was not
followed in the case of the 16th Amendment.

As Benson continued his explanation, [ wondered how it could be that a college
educated certified public accountant, with over a decade of taxation education and
experience, whose current job it was to investigate and arrest income tax evaders, would
never have heard of this serious allegation. I told Benson that I didn't want him to take
offense but [ was very skeptical of his claims. I asked him if he would mind sending me
- some documentation to back up his claims, such as his book, The Law That Never Was
and he agreed. In closing our conversation, [ asked Benson if he had ever received an
genuine inquiry about his evidence from someone who actually worked for the IRS.
Benson replied, "You're the first!"

I received Benson's book The Law That Never Was, Vol. | on December
30, 1997. The book, which Benson co-authored with M.J. "Red" Beckman in 1985,
summarized the results of years of research detailing how every State in the United States
failed to legally ratify the 16th Amendment, the amendment that purportedly made the
federal income tax system constitutional.

Benson's book included samples of certified copies of the actual documents he
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had obtained from the various State archives as well as archives from the nation's capital
in Washington, D.C. Being that | made my living by examining documents and putting
evidence together, my eyes got wider with the turn of each page. Benson provided a
detailed analysis, on a State by State basis, that the legally acceptable process of
ratification was not followed and, further, that there was fraud involved at the highest
levels of the U.S. Government during the ratification process.

By this point, the allegations about the origin and administration of the federal
income tax system supplied by Kidd, Conklin, Benson, and others was beginning to
overwhelm me. This information was beginning to shake my belief system to its very
foundations. I was determined to acquire all the evidence available to get to the bottom
of these allegations. I suppose at this point I could have just put blinders on and
pretended that I had never talked to these people. However, [ believed I had a moral,
ethical, legal, and professional obligation to find out the truth. My whole belief system
was at stake. My values were being put to the test.

Over the next few months, I continued to review materials sent by Kidd, Conklin,
Benson, and others. At one point, Benson sent me one of two onginal certified copies of
the actual journals of the Kentucky State Legislature that he had in his possession. These
certified copies showed one of the most extreme examples of the lack of 16th
Amendment ratification. Namely, that U.S. Secretary of State Philander Knox had
declared that the Kentucky legislature had ratified the 16th Amendment when in fact it
had not.

While discussing the 16™ Amendment issuc with Bill Benson, I was surpriscd to
learn that the evidence of the lack of ratification of the 16th Amendment to the U.S.
Constitution (the income tax amendment) has been publicly available since
approximately April of 1985. 1 was also surprised to leam that Benson spent his own
money to inform every member of Congress in 1987.

The following backfmmd information and evidence will further explain Bill
Benson’s claim that the 16™ Amendment to the U.S. Constitution was never legally
ratified: '

Constitutional Requirements

The U.S. Constitution has been referred to as a “living document.” Tt is called
such because it was designed to be changed (amended), if necessary, to reflect the will of
the people address contemporary issues that may not have been foreseen by our founding
fathers (abolition of slavery, expansion of voting rights, etc.). It is for this reason that the
- “U.S. Constitution contains the following language in Article V:

The Congress, whenever two-thirds of both Houses shall deem it necessary, shall propose Amendments to
this Constitution, or, on the Appiication of the Legislatures of two-thirds of the several states, shalf cali a
Convention for proposing Amendments, which in either Case, shall be valid to all Intents and Purposes, as
Part of this Constitution, when ratified by the Legislatures of three-fourths of the several States, or by
Conventions in three-fourths thereof a5 one or the other Mode of Ratification may be proposed by the
Congress; Provided that no Amendment which may be made prior to the Year One thousand eight hundred
and eight shall in any Manner affect the first and fourth Clauses in the Ninth Section of the first Article;
and that no State, without its Consent, shall be deprived of its equal Suffrage in the Scnate.

{U.S. Constitution, Article V]
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Although our Constitution can be amended, the requirements for doing so are
strict; two-thirds of Congress must propose an amendment and three-fourths of the states
must ratify it, otherwise the amendment does not become law. The framers did this
intentionally to prevent abuses of the amendment process by simple majorities or the ebb
and flow of public opinion.

Some amendments to the U.S. Constitution have been proposed wholly or partly
because of decisions by the U.S. Supreme Court. One particular Amendment so
proposed was the 16th Amendment to the U.S. Constitution, the amendment meant to
legalize a federal income tax.

In 1894, a federal income tax known as the /ncome Tax Act of 1894 was passed
into law. However, the opponents of this act put up quite a fight. One opponent of the
1894 Act scorned it on the floor of the Senate as “an attempt to array the rich against the
poor, the poor against the rich . . . socialism, communism, devilism™ yet the 1894 tax act
was not nearly as drastic as it we know it today. It was only 2 percent on ail income over
$4,000.

In 1895, the 1894 tax act was declared unconstitutionzl by the U.S. Supreme
Court in the case Pollock v. Farmers’ Loan & Trust Co., 157 U.S. 429, 15 S.Ct. 673, aff
ref,, 158 U.S. 601, 15 S.Ct. 912 (1895). The Pollock Court found that the federal income
tax was a direct tax that could only be imposed if the tax was apportioned according
to the population, as required by the Constitution. Since the 1894 income tax was not
apportioned according to the population, the Supreme Court found the act
unconstitutional.’

The Constitutionality of Various Taxes

The U.S. Constitution authorizes Congress to utilize two types of taxes: direct and
indirect, Article 1, Section 8, clause 1 empowers the Congress "to lay and coilect Taxes,
Duties, Imposts and Excises . . . but all Duties, Imposts and Excises shall be uniform
throughout the United States.” (Emphasis added) Duties, imposts and excises are called
indirect taxes because indirect taxes are not paid directly to the government. Rather,
indirect taxes are paid via intermediaries such as importers, distributors, manufacturers,
and others who, in turn, remit the taxes to the government. Even though these entities
collect the taxes, the tax is ultimately paid by the consumer because it is added to the
price of the products sold.

- The most important attribute of indirect taxes is that they are avoidable. In other
words, a consumer can avoid paying a duty, impost, or excise tax by simply refusing to
“buy the product carrying the tax. Although not fond of taxation, our nation's founders
knew some taxation was necessary, so they took care to provide for the federal
government's ability to tax (although with restraint). Indirect taxes had a built in ability
to restrain the government's ability to tax, so indirect taxes were the most popular with
our nation's founders. In Federalist Paper #21, Alexander Hamilton, the first Secretary of

‘James MacGregor Burns, J.W. Peltason, Thomas E. Cronin, Government By The People,
Twelfth Edition, p.545

*Lowell H. Becraft, Jr., Uncertainty of the Federal Income Tax Laws, p.2-3
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the Treasury, described how indirect taxes accomplished this restraint:

Itis a signal advantage of taxes on articles of consumption that they contain in their own
nature a security against excess. They prescribe their own limit, which cannot be
exceeded without defeating the end proposed-that is, an extension of the revenue. When
applied to this object, the saying is as just as it is witty that, *in political arithmetic, two
and two do not always make four." If duties are too high, they lessen the consumption;
the collection is etuded; and the product to the treasury is not so great as when they are
confined within proper and moderate bounds. This forms a complete barrier against any
material oppression of the citizens by taxes of this class, and is itself a natural limitation
of the power of imposing them.

Impositions of this kind usually fall under the denomination of indirect taxes,
and must for a long time constitute the chief part of the revenue raised in this country.
(Emphasis added)

Note that the drafters of the U.S. Constitution included an additional requirement
that indirect taxes be uniform. Uniformity means that if a duty of $200.00 is charged on
one ton of coffee imporied into Catifornia, $200.00 must also be charged for one ton of
coffee imported into New York. If Californians paid $300 per ton of coffee in duty taxes
and New Yorkers only paid $200, that geographical discrepancy would make the tax
contrary to the requirements of the U.S. Constitution.

The second category of taxes authorized by the Constitution are direct taxes.
Anricle 1, Section 2, clause 3 and Article 1, Section 9, clause 4 of the U.S. Constitution
respectively state:

...Representatives and direct Taxes shall be apportioned among the several States which
may be included within this Union, according to their respective Numbers . . .

[and]

...No Capitation, or other direct, Tax shall be laid, unless in Proportion to the Census or
Enumeration herein before directed to be taken.

Unlike indirect taxes, there is no escape from direct taxes (at least no legal
escape). Direct taxes are so-named because they are paid direct/y from a person to a
government entity without an intermediary. The U.S. Supreme Court, in the Polfock vs.
Farmers' Loan & Trust Co. decision, described the difference between direct and indirect
taxes this way:

Ordinarily, all taxes paid primarily by persons who can shift the burden upon someone
else, or who are under no legal compulsion to pay then, are considered indirect taxes; but
a tax whether real or personal, or of the income yielded by such estates, upon property
holders in respect of their estates, and the payment of which cannot be avoided, are direct
{axes.

Because direct taxes are unavoidable and, therefore, more painful to the taxpayer
than indirect taxes, and because our nation's founders were well aware that collection of
direct taxes gave the government a great deal more power to pry into citizens' lives, they.
created even stricter requirements for direct taxes. As stated above, the Constitution
requires that direct taxes "shall be apportioned among the severat States . . . according to
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their respective numbers™ and that no "capitation, or other direct tax shall be laid uniess
in proportion to the census . . "

What this means is that for any direct tax to be imposed, the tax would have to be
allocated based on the population of each State or perhaps by the number of
representatives allocated to each State. The allocation is supposed to work like this.
Assume the U.S. Govemment determined that it needed $100 billion dollars to fund its
annual operations but indirect taxes such as tarffs and excises only funded $75 billion.
As described above, indirect taxes have their own built-in constitutional limitations so the
U.S. Government would realize it would have to resort to direct taxes for the other $25
billion. Assume further that at the time this $25 billion determination was made, the U S.
census had determined that California's population was twenty percent of the total U.S.
population {or, altematively, that twenty percent of the representatives in the U.S. House
of Representatives were from California). The Constitution does authorize the U.S.
Government to implement a direct tax of $25 billion on the citizens of the United States
but the Constitution only authorizes a direct tax of $25 billion if it is apportioned.

Therefore, the only way the U.S. Government could mandate a direct tax on the
citizens and be in compliance with the U.S. Constitution would be if it sent a tax bill to
each State in an amount equal to its apportioned share of the total. Thus, California
would get 2 bill from the U.S. Government for $5 billion (20 percent of $25 billion) and
the other 49 States would be issued tax bills totaling $20 billion (80 percent of $25
billion). Each State would decide how best to collect the taxes (according to their own
Constitutions) and once collected, submit the payment to the U.S. That is how a direct
tax implemented in compliance with the U.S. Constitution is supposed to work. G.
Edward Griffin, in a report adapted from articles appearing in the April 13, 1987 and
February 29, 1988 issues of the New American Magazine, highlighted the genius of
requiring oppressive direct taxes to be apportioned:

To the Founding Fathers, the primary purpose of apportionment was to block the
central government from using the power of direct taxation - except in times of great
national emergency. The barrier was not in the formula of distributing the rax load
among the states, but in the procedure for doing so0. To lay a direct tax, Congress had to
do certain things that no government wants to do. Since each tax is a separate project,
each would have to be written into a revenue act. The purpose and the amount of the tax
would have to be clearly stated, and then debated and voted upon. When the tax was
collected, the revenue act would expire, and the door to more money would be closed.

How different this is from the ongoing power of general taxation, under which
the purpose is seldom known, the amount is always in doubt, and the process is endless.
The rule of apportionment, therefore, was the greatest restraint on the power and reach of
government that had yet been devised by man, and it is little wonder that it became a
thorn in the side of federal politician's in the years to follow.

As you can see, the framers of the Constitution were careful to draft the document
in such a way that the power 1o tax was severely limited. Indirect taxes had to be uniform
and direct taxes had to be apportioned according to population. They were all too
familiar with King George III's ease of imposing taxes on the citizenry without their
consent. As James Madison, one of the chief framers of the U.S. Constitution, said:

When, therefore, direct taxes are not necessary, they will not be recurred to . . . It can be
of little advantage to those in power 10 reise moncy in 2 manner oppressive to the people .
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. . Direct taxes will only be recurred to for great purposes . . . If this country should be
engaged in a war - and I conceive that we ought to provide for the possibility of such a
case - how would it be carried on? . . . How is it possible a war could not be supported
without money or credit? And would it be possible for a government to have credit
without the power of raising money? No; it would be impossible for any government, in
such a case, 1o defend itself. Then [ say, sir, that it is necessary to establish firnds for
extraordinary exigencies, and to give this power to the general government.

The only other option our founders left to the government, should they decide to
manipulate the government's ability to tax, was to amend the Constitution- and that's
exactly what they tried to do in the early 1900s—but, according to Bill Benson’s
research, they weren't as successful as the American people have been led to believe.

The 16th Amendment

The supporters of the 1894 income tax act, after being told by the U.S. Supreme
Court that the income tax they had passed had to be apportioned according to population
in order to be constitutional, proposed an amendment to the U.S. Constitution to remedy
the problem. Again, there was passionate debate about amending the Constitution to
provide for an income tax. Congressman Christopher Cox, in an article entitled End the
Tyranny of the Income Tax which appeared in the Los Angeles Times on June 20, 1995,
recounted some of that debate and his own thoughts:

The chief Republican sponsor of the 16th Amendment, Rep. Serenc Payne of
New York, supported it only because he believed that the country should have the option
of taxing income in time of war. *“As to the general policy of the income tax,” he said, “I
am utterly opposed to it. I believe, with Gladstone, that it tends to make a nation of liars .
. Itis, in a word, tax upon the income of honest men and an éxemption, to a greater or
lesser extent, of the income of the rascals.”

The leading Democratic sponsor, Minority Leader Champ Clark of Missour,
offered his support for the amendment in the context of the income tax bili thar was being
debated. The bill contained a $5,000 exemption, meaning that nobody who earned this
amount paid any income tax at all. I've adjusted these figures for inflation, so you can
understand what it was like to hear Clark’s remarks on the floor:

“1 do not believe that the [$82,000] exemption is too much . . . I certainly would
increase it rather than diminish it, and for this reason: $82,000 is not an unreascnable
amount for a man to support a family on and educate his children; $99,000 would not be
an unreasonable amount; $115,000 would not be an unreasonable amourt. But | say that
when a man’s net income rises above $1.65 million a year, it does not make any
difference to him, practically, whether you take 1%, 2%, 5% or 25%."

It is easy to see wby the income tax law was passed: Everyone believed that
someone else would pay. As recently as the eve of Pearl Harbor, only one in seven
Americans was even required to file an income tax return. The last time we had a
Republican Congress, in 1954, the federal tax burden on the average American family
was one tenth of whal it is today.

But today, if you’re [ike most people, you pay several hundred percent more in
income taxes than your parems did. More than 95% of all taxpayers who are forced to
file income tax retums are people who were promised by the sponsors of the 16th
Amendment Lhat they would never be taxed at all.

Despite the debate, the 16th Amendment to the U.S. Constitution was eventually
passed by two-thirds of the U.S. House of Representatives on a vote of 318 to 14, passed



by two-thirds of the 1).S. Senate on a vote of 77 to 0, and sent to the States for
ratification, of that there is no debate. It is what happened to the 16th Amendment duri ng
the ratification process where the problem exists.

As you will recall from above, the U.S. Constitution requires that three-fourths of
the “several States,” which means the States in the Union at the time the amendment is
passed by Congress, must ratify an amendment to the Constitution for it to become part
of the Constitution. As with the passage of any amendment by the Congress, there is a
process that dictates how each individual state may legally ratify an amendment to the
U.S. Constitution. Benson has gathered overwhelming evidence that the 16th
Amendment was never legally ratified.

You will also recall from above that prior to the passage of the 16th Amendment,
the U.S. Supreme Court declared the federal income tax unconstitutional and it is for that
reason that supporters of the income tax proposed the 16th Amendment in the first place.
This point should be kept in mind as the following information is read.

On July 31, 1909, a step was taken towards legalizing the federal income tax. The
first session of the 61st Congress of the United States passed the following resolution that
was deposited tn the U.S. Department of State:

Sixty-first Congress of the United States of America;
At the First Session,

Begun and held at the City of Washington on Monday, the fifteenth day of March,
one thousand nine hundred and nine

JOINT RESOLUTION
Proposing an amendment to the Constitution of the United States

Resolved by the Senate and House of Representatives of the United Siates of
America in Congress assembled (two-thirds of each House concurring therein), That the
following articie is proposed as an amendment 1o the Constitution of the United Siates,
which, when ratified by the legislatures of three-fourths of the several States, shall be
valid to all intents and purposes as a part of the Constitution:

"ARTICLE XV1. The Congress shall have power to lay and collect taxes on
incomes, from whatever source derived, without apportionment among the several Siates,
and without regard to any census or enumeration.”

Speaker of the House of Representatives.

Vice-President of the United Statex and
President of the Senate
On July 27, 1909, the following concurrent resolution was passed by Congress:

“Resolved by the Senate (the House of Represemtatives concurring), That the
President of the United States be requested to transmit forthwith to the executives of the
several states of the United States copies of the article of amendment proposed by
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Congress to the State legislatures to amend the Constitution of the United States, passed
July twelfth, nineteen hundred and nine, respecting the power of Congress to lay and
collect taxes on incomes, 1o the end that the said States may proceed to act upon the said

article of amendment; and that he request the exeautive of each state that may ratify said

amendment o transmit lo the Secretary of State a certified copy of such ratification.”

There is no disagreement that the U.S. House of Representatives and the U.S,
Senate passed the 16th Amendment authorizing a federal income tax. However, an
equally important constitutional requirement is that three-fourths of the States ratify any
amendment passed by Congress.

In order to understand what the legal process for amendment ratification 1s, [
consulted a number of sources that are presented below.

The first source was authored by Michael V. Scitzinger, Legislative Attorney,
American Law Division, Congressional Research Service, Library of Congress entitled
Amending The Federal Constitution—Procedures Of The General Services
Administration And Of The State Legislatures. Pages 8 and 9 of this document state the
following:

After an amendment is adopted and enrolled by both Houses, Congress sends
the original of the proposed amendment to the Administrator of General Services for
publication in the United States Statutes at Large.

The Administrator of General Services, by letter of transmittal, sends a certified
copy of the proposed Amendment to the Governor of each State. The letter requests the
Governor to have the proposal introduced in the State fegislature and to have the
legislature certify the action taken by it to the Administrator.

The proposal is then introduced in the State legislature, usually in the form of 2
joint resolution, where it goes through the usual legislative process and is eventually
either ratified or rejected.

If the proposed amendment is ratified, a signed copy of the State resolution
effecting ratification, along with the date of adoption by each house of the State
legislature, is prepared and certified by the appropriate State certifying official, usually
the Secretary of State, and sent 1o the Administrator of General Services. The actual
transmittal is often made through the Govemor, although his approval is not required. ..

Ratification by the State legislature is often by means of a joint resolution. The
requirements as to what must be set forth in the ratification resolution are not enumerated
either in Art. V [of the U.S. Constitution] or in statutory law and, thus, are determined
from custom and practice. Arguably, two requirements seem to be legally indispensable
in a valid ratification resohution. The first is that the resofution contain in fuil the exact
language of every section of the proposed amendment as it appears in the enrolled joint
resolution proposing the amendment. This requirement is derived from the sceming,
impropricty of attaching conditions or reservations to the ratification. As a matter of
historical fact, some States arttempted to impose conditions upon the original ratification
of the Constitution, but such {eaders as Hamilton and Madison objected that this would
be equivalent Lo rejection; as a result, each State accepted the Constitution with no
reservations, "the obligation to adopt the Bill of Rights being wholly moral * (Orfield,
supra., p. 68) Inany event, GSA has rejected ratification resolutions containing the
language of the proposed amendment in incorrect or changed form or omitting certain
sections. Precedent for such action seems o have originated whben the ratification
resolutions of the states of Kansas and Missouri for the 15th Amendment were
considered void because the second section of the proposed amendment was
inadvertently left cut. Both States subsequently ratified the amendment.

The second requiremen is that the ratification resolution should contain a clear,
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unequivocal ratification clause. The Office of the General Counsel of GSA will not look
behind the rtification resolution as submitied by the Siate to determine the intent of the
State legislature in passing the resolution. Resolutions incorrectly or incompletely setting
out the proposed amendment or resolutions not clearly expressing intent to ratify the
amendment are likely to suffer rejection hy GSA. On the other hand, GSA would
probably not reject a ratification resolution salely because the State legislature “jumped
the gun” by a few hours in passing the resolution before final passage of the proposal by
Congress, so long as the language of the proposed amendment correcily appeared in the
ratification resolution and the ratification occurred on the same day as the adoption by
Congress of the amendmem. The State of Minnesota reportedly acted prematurely in
ratifying the 18-year-old voting amendment shortly before final passage of the proposai
in the United States House of Representatives. However, the date on the Minnesota
resolution was the same as the date on the enrolled joint resolution passed by Congress;
the Office of the General Counsel of GSA would not look behind the State resolution to
determine the hour of passage. Therefore, the matification was not rejected on the grounds
of being premature.

The above passage, authored by no less than an expert from the federal agency
charged with assuning proper ratificanon, makes it quite clear what proper ratification is.
To repeat, summanze, and emphasize from above:

"The proposal [constitutional amendment] is then introduced in the State
legisfature, usually in the form of a joint resolution, where it goes through the usual
legislative process and is eventually either ratified or rejected ”

*Arguably, two requirements seem to be legally indispensable in a valid
ratification resolution. The first is that the resolution contain in full the exact language

of every section of the proposed amendment as it appears in the enrolled joint
resolution proposing the amendment.”

"In any event, GSA has rejected ratification resolutions containing the

language of the proposed amendment in ingo or changed form or omittin
certain sectiony.”

*GSA would probably not rqect a ratification resolution solely because the State
legislature "jumped the gun" by a few hours in passing the resolution before final passage

of the proposal by Congress, 3o long as the language of the proposed amendment
correctly appeared in the ratification resolution and the ratification occurred on the

same day as the adoption by Congress of the amendment.”

Another source for guidance on the legal process of ratifying the U.S.
Constitution is none other than the Solicitor of the Department of State, Joshua Reuben
-Clark, who worked for the U.S. agency responsible at the time of the 16th Amendment's
passage (circa 1913) for seeing to it that the amendment was properly ratified. In a letter
authored by the Solicitor [primary legal counsel] of the U.S. Department of State himself,
dated February 15, 1913, he said:

...Furthermore, under provisions of the Constitution a legislature is not
authorized to alter in any way the amendmem proposed by Congress, the function of the
legislature consisting merely in the right to approve or disapprove the proposed
amendment...

The above passage, authored by no less than the primary legal counsel for the
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federal agency charged with assuring proper ratification in 1913, makes it quite clear
what proper ratification is. To repeat, summarize, and emphasize:

.2 legislature is not authorized to alter in any way the amendment proposed by
Congress. ..

..the function ...consisting merely in the right to approve or disapprove the proposed
amendment._.

It is absolutely clear from the above passage that alteration of even an act of
Congress 1s forbidden if the act is to have force of law. Can anyone reasonably argue
against applying at least the same standard to a Constitutional Amendment?

The legal significance of changes, errors, additions, or deletions to legislation and
the legal importance of "concurrence” can not be overemphasized. In 1981, Edward F.
Willett, Jr., Esq., Law Revision Counsel for the United States House of Representatives,
revised and updated How Our Laws Are Made, Document No. 97-120, in which he said
in Chapter XI1. Engrossment And Message To Senate,

“Each amendment must be inserted in precisely the proper place in the bitl, with the
spelling and punctuation exactly the same as it was adopted by the House. Obviously,
it is extremely important that the Senate receive a copy of the bill in the precise form in
which it has passed the House.* (Emphasis added)

In a 1989 revised and updated edition of How Qur Laws Are Made by Mr. Willett,
1 states,

"A bill that has been agreed to in identical form by both bodies becomes the law of the
land only after—1. Presidential approval; or 2. failure by the President to return it with
objections to the House in which it originated within 10 days while Congress is in
session; or 3. the overriding of a Presidential veto by a two-thirds vote in each House."
{Emphasis added)

It is clear that precision and exactness in the language of bills and proposed
amendments to the U.S. Constitution are crucial and absolutely required when passing
laws in this country and are even more important when amending the “supreme law of
the land.”

It is necessary to explain the legal process of ratification of amendments to the
U.S. Constitution as well as the reasoning behind proposal of the 16th Amendment in

oorder to understand the significance of the evidence of non-ratification of the
" Amendment.

In Bill Benson’s book, The Law That Never Was, Volumes I and i1, he published
the results of his own investigation of the 16th Amendment’s ratiftcation, or lack thereof.
Mr. Benson traveled to each and every one of the 48 contiguous states to determine
whether or not those states legally ratified the 16th Amendment

When the 16th Amendment was proposed, there were 48 states in the Union; thus
a mimmum of 36 states would need to ratify the amendment for it to become part of the
U.S. Constitution. Remember, again, that the supporters of the federal income tax
believed a ratified 16th Amendment would negate the 1895 Supreme Court ruling which
had outlawed the previous federal income tax. It would likewise be a reasonable



presumption that an unratified 16th Amendment would not have legal force to overtumn
the Supreme Court's 1895 ruling. [See the previous discussion of the federal
government’s authority to tax, whether or not the 16th Amendment was ratfied].
Notwithstanding these facts, Philander C. Knox, U.S. Secretary of State at the time,
proclaimed on February 25th, 1913 that the 16th Amendment to the U.S. Constitution had
been ratified.

How Bill Benson Became Involved In Researching The 16™ Amendment

Benson was employed as an investigator for the Illinois Department of Revenue
(IDOR). As an investigator, he was responsible for investigating and assisting in the
prosecution of those violating the revenue and tax laws of the State of Minois.

Benson spent approximately 5 years with the IDOR from 1971-1976. [n 1974, he
began performing most, if not all, of the tasks that IDOR’s regular investigators
performed. Benson's job consisted primarily of investigating violatons of Hlinois’
cigarette tax laws but he also was involved in enforcing retailer occupation taxes, motor
fuel oil taxes, and bingo and lottery activities.

In the latter part of 1971, the IDOR placed cenain cigarette stands under
surveillance where it could observe individuals purchasing cigarettes and then
transporting them into Illinois without paying the appropriate tax. Benson was invoived
in arresting violators and confiscating their vehicles. Benson also took photographs of
the individuals he observed violating the cigarette tax laws, Among those photographed
were Chicago police officers, Chicago firemen, and other state, county, and city
employees. Benson kept negatives of those he photographed.

From 1974 unuil the time of his termination, Benson was ordered not to enforce
the cigarette tax laws against state, county, and city employees, especially Chicago police
officers. He discussed this matter extensively with his supervisors and co-workers,
During these discussions, he criticized the IDOR’s tax collection policy because, although
only the IDOR Director and Associate Director were authorized to settle collection
matters, these matters were being settled by lower officials for unacceptably low
amounts. Benson also informed his supervisors that he knew certain taxpayers were
making payoffs to IDOR personnel in order to escape prosecution. He also told his
supervisors and co-workers that he had retained negatives of the photos he took while on
surveillance.

After Benson discussed his grievances with his supervisors in the late 1975 and
carly 1976, his duties at the IDOR were changed. He was assi gned to an investigation
. .into the impropricties he had alleged were taking place within the IDOR. Benson's
supervisors told him to report only to them, and not to come to the IDOR office in
Chicago.

Benson's supervisors instructed him not to reveal any investigatory information to
the public. Since Benson was dissatisfied with the manner in which his SUPETVISOTS WeTe
handling his allegations, he notified reporters at the Chicago Tribune and Hammond
Times in February or March of 1976. Benson also turned over some of his photographs
to a reporter in June 1976. As a result of these contacts, several stories regarding his
allegations appeared in the press in March and August of 1976.

After Benson had contacted the press, his supervisors tried to keep a closer eye on
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him. He was again warned not to discuss the tax matters with anyone outside the IDOR.
Despite these wamnings, Benson and other IDOR employees discussed his selective
enforcement allegations with the Internal Affairs Division of the Chicago Police
Department. On June 24, 1976, Benson's employment with the IDOR was terminated.

During this same period, Benson and other IDOR personnel had become involved
in federal litigation challenging the IDOR's enforcement of the Cigaretre Use Tax Act.
Benson was named as a defendant in several of these civil-rights actions. In addition, an
Ilinois state triai court in April 1974 had enjoined enforcement of the tax act at the
Illinois-Indiana border against persons who purchased cigarettes for their personal
consumption and not for resale. The IDOR continued its enforcement activities, and as a
resuit was held in contempt in December 1975 by the Illinois state trial court. Benson
had testified on behalf of the IDOR at the 1975 contempt proceedings. On July 21, 1976,
after he had been terminated, Benson filed an affidavit with the state court trial judge. In
the affidavit, he stated that he had been told by his superiors at the IDOR to disregard the
April 1974 injunction and to distort his testimony at the contempt bearing. Benson
claimed further that IDOR records had been destroyed and that others had been withheld
or altered in violation of the state court's production order. His affidavit also included the
alleged selective enforcement problem.

The IHlinois Attorney General sent a letter to Benson's superiors that indicated that
the State of Illinois, because of conflicts of interest, was withdrawing its representation of
the IDOR defendants, including Benson, in eight civil-rights tawsuits pending in federal
district courts. Benson's supervisors decided to provide representation, at the IDOR's
expense, to all the [DOR defendants except Benson. In addition to withdrawing legal
representation for him, Benson's supervisors maintained a campaign of harassment
against him. For example, they caused information to be sent to the Social Security
Administration (SSA) and the Internal Revenue Service (IRS) to encourage investigations
of Benson. The reason for the adverse actions against Benson was his superiors'
dissatisfaction with Benson's disclosures within the IDOR, to the press, and to the
judiciary. .

In the early 1980s, Benson was employed as a paralegal working for an attorney
named Andrew Spiegel. In June 1983, Spiegel represented a man named Allen Lee
Buchta, who was accused of criminally violating the federal income tax laws. Buchta's
trial was held in Federal District Court in Hammond, Indiana and presided over by
District Court Judge James T. Moody.

As part of Buchta's defense, Spiegel called M_J. "Red” Beckman to testify.
Beckman, who later co-authored The Law That Never Was, Vol. I with Bill Benson, was
. asked to testify regarding evidence researched by a group called the "Montana
Historians." The Montana Historians had discovered that many of the States in the U.S.
had not properly ratified the 16th Amendment. The evidence they had gathered raised
doubts about whether the 16th Amendment and the personal direct federal income tax
that was based upon that amendment was valid.

Spiegel attempted to offer the actual documents proving the non-ratification into
evidence at trial. Judge Moody, relying on the Federal Rules of Evidence, refused to
allow the documents or Beckman's testimony to be used because the documents were not
certified. Although the documents submitted were never used in the trial, the judge never
returned them to the Montana Historians. Benson, a paralegal on Buchta's defense team,



observed this going on. The jury was not able to use the 16th Amendment evidence and,
eventually, Buchta was convicted of the tax charges leveled against him.

It was at this point that Benson realized that ratification or non-ratification of the
16th Amendment had to be determined regardless of the outcome of Buchta's trial.
Benson knew that the only sure way to accomplish this was to travel to each and every
State that had purportedly ratified the 16® Amendment, gather the relevant documents,
certify them, and determine once and for all whether or not ratification took place.

In order to research the ratification issue, Benson realized that a great deal of ime
and money would be needed to get the job done. Benson had a friend named George
Sitka (now deceased) who was a successful businessman. Benson informed Sitka that
recovering the evidence would require travel to every state in the continental United
States as well as Washington, D.C. Sitka agreed to fund the project and Benson set out to
travel to every state and Washington D.C. to gather the documents that would prove that
the 16th Amendment was never legally ratified.

As discussed previously, the legal requirements for ratification of an amendment
to the U.S. Constitution are quite clear. State legislatures are not allowed to make
changes to a constitutional amendment as passed by Congress for the reasons previously
listed.

Benson did travel to all the States that had supposedly ratified the 16th
Amendment. He also made sure each and every document gathered at each State ca pitol
was properly certified and authenticated. Before discussing the results of Benson’s
search, additional information regarding U.S. Secretary of State Philander Knox and his
chief legal counsel, the Solicitor for the Department of State, Joshua Reuben Clark
should be discussed since it was Knox and Clark who gave the final “blessing” to
ratification of the 16th Amendment.

Philander Knox, U.S. Secretary of State at the time ratification of the 16th
Amendment was sought, was in charge of seeing to it that Senate Joint Resolution
(8.J.R.) 40, the proposed 16th Amendment, was distributed out to the states for
ratification in a manner consistent with the law. As such, Knox sent certified copies of
S.J.R. 40 to the Governor of each State for consideration (ratification) by each State's
legislature and he requested that each State's governor send back a certified copy of the
results of their ratification activity.

Why was it important for Knox to send certified copies of S.J.R. 40 out to the
governors of each State for possible ratification of the 16th Amendment and to request
that each governor return a certified copy of such ratification? It was important because,
as with any legal or legislative process, certification ensures authenticity and enables the
. links in the chain of the legal process to be joined together.

Earlier, the legally acceptable methods turning a bill into a law as well as
amending our U.S. Constitution were described. [ will repeat the hughlights of those
requirements so that you can see why it was so important for Knox to send everything
certified as well as how this certification process helps to explain the allegation of fraud
on Knox's part.

Here, again, are excerpts from Amending The Federal Constitution—Procedures
Of The General Services Administration And Of The State Legislatures by Michael V.
Seitzinger, Legislative Attorney, American Law Division, Congressional Research
Service, Library of Congress:
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Ratification by the State legislature is often by means of a joimt resolution. The
requirements as to what must be set forth in the rtification resohution are not enumerated
ether in Art_ V [of the U.S. Constitution] or in statutory law and, thus, are determined
from custom and practice. Arguably, two requirements seem to be legally
indispensable in a valid ratification resolution. The first is that the resolution contain
in full the exact language of every section of the proposed amendment as jt appears in
the enrolled joint resolution proposing the amendment. This requirement is derived from
the seeming impropriety of attaching conditions or reservations to the ratification.
As a marter of historical fact, some States antempted to impose conditions upon the
onginal ratification of the Constitution, but such leaders as Hamikon and Madison
objected that this would be equivalent to rejection; ..In any event, GSA has rejected
ratification resolutions containing the language of the proposed amendment in incorrect
or changed forw.. Precedent for such action seems to have originated when the
ratification resolutions of the states of Kansas and Missouri for the 15th Amendment
were considered void because the second section of the proposed amendment was
inadvertently lefl out...(Emphasis added)

Another important excerpt is from Joshua Reuben Clark, Knox's Solicitor of the
Department of State, the U.S. agency responsible in 1913 for seeing to it that an
amendment to the U.S. Constitution was properly ratified. In a letter authored by the
Clark himself, dated February 15, 1913, he said:

...Furthermore, under provisions of the Constitution a legislature is not
authorized to alter in any way the amendment proposed by Congreass, the function of
the legislature consisting merely in the right to approve or disapprove the proposed
amendment.. (Emphasis added)

The last important excerpt is from How Qur Laws Are Made, Document No. 97-
120, authored by Edward F. Willett, Jr., Esq., Law Revision Counsel for the United
States House of Representatives, revised and updated, in which he said in Chapter X11I.
Engrossment And Message To Senate, .

"Each amendment must be inserted in precisely the proper place in the bill, with the
spelling and punctuation exactly the same as it was adopted by the House. Obviously,
it is extremely important that the Senate receive a copy of the bill in the precise form in
which it has passed the House.” (Emphasis added)

The reiteration of the above passages is done to illustrate just how important using
the exact language is when making law. The legal significance of changes, errors,

‘additions, or deletions to legislation and the legal importance of "concurrence” between

bodies of legislatures and bodies of branches of government is well documented.

Clearly, Secretary of State Knox and Solicitor Clark knew the importance of
using exact language in the amendment process. It is for this reason that they requested
and received certified copies of the ratification of S.J.R. 40 (the proposed 16th
Amendment). If Knox and Clark required and received certified documents from each
State during the amendment process, then what is the problem with the ratification of
thel6th Amendment?

The problem is that many of the certified ratification documnents received from the
States purporting to ratify S.J.R. 40 (the 16th Amendment) were in direct conflict with
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the above exactness/preciseness requirements - requirements that, by Knox and Clark's
own admission, they were familiar with and, by their own admission, the States did not
comply with. How could Knox and Clark possibly justify changes made by the States to
the wording, punctuation, sentence structure, and meaning of S.J.R. 40 (the proposed
16th Amendment) despite their admitted knowledge of the requirement that States not
make those changes?

[ncredibly, Knox and Clark justified the more than one hundred and fifty
modifications made by the States to the language of S.J.R. 40 as being "errors” in a
lengthy memorandum dated February 15th, 1913. They wrote:

It should, moreover, be observed that it seems clearly to have been the imention
of the legislature in each and every case to accept and ratify the 16th Amendment as
proposed by Congress. Again, the incorporation of the terms of the proposed amendmem
in the ratifying resolution seems in every case merely to have been by way of recitation.
In no case has any legislature signified in any way its deliberate intention to change the
wording of the proposed amendment. The errors gppear in most cases to have been
merely rypographical and incident to an artempt to make an accurate quotation.

Contrast the above statement with another statement made in the same
memorandum;

Furthermore, under the provisions of the Constitution a legislature is not
authorized to aiter in any way the amendment proposed by Congress, the fanction of the
legislature consisting merely in the right to approve or disapprove the proposed
amendment...

Then Clark and Knox's words contradict themselves again in the same
memorandum by stating:

...Moreover, it could not be presumed that by a mere change of wording probably
inadvertent, the legislature had intended to reject the amendment as proposed by
Congress where all parts of the resolution other than those merely reciting the proposed
amendment had set forth an affirmative action by the legislature. For these reasons it is
believed that the Secretary of State should in the present instance include in his
declaration announcing the adoption of the 16th ameniment to the Constitution the Slates
referred to notwithstanding it appears that errocs exist in the certified copies of
Resolutions passed by the Legislatures of those States ratifying such amendment...

How can Clark and Knox, both experienced in the law, admit that "a legislature is

not authonized to alter in any way the amendment proposed by Congress” and yet
-announce, despite all the trouble they went through to get certified copies of every link in

the chain of documentation, that "it could not be presumed that by a mere change of
wording probably inadvertent, the legistature had intended to reject the amendment as
proposed by Congress™

The ease with which these high government officials quote the law verbatim (i.e.
that legislatures are not authorized to alter in any way the amendment) and then ignore a
multitude of changes by excusing them as "errors" is certainly suspicious. According to
Clark’s memorandum, inadvertent errors made by the States were acceptable but
intentional errors were not It is also suspicious that Clark and Knox would declare that
the "errors” were "probably inadvertent” yet they found no reason to investigate the
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“errors” to make absolutely sure they were inadvertent.

Apparently, no investigation was done - Clark and Knox's presumption was
enough. They decided no investigation was necessary even though (by their own
admission) only four states (Arizona, North Dakota, Tennessee, and New Mexico)
"quoted absolutely accurately and cormrectly the16th Amendment” and the resolutions of
thirty-three states “all contain errors.” Despite the conflict between what constituted
lawful ratification (by their own admission) and what the States submirted to Knox, Knox
declared the 16th Amendment ratified on February 25th, 1913,

Of course, information did not travel as fast in 1913 as it does today. Worse yet,
the ability to research or check up on government activities was a much slower process
because of difficulty of travel, communication, access to information, etc. As such, there
were probably few officials who were even aware of Clark and Knox's contradictory
declaration of 16th Amendment ratification, let alone an expedient way for those officials
to rally support for an investigation of that declaration.

Some 70 years later, Bill Benson conducted the investigation Clark and Knox
never did. By traveling to Washington, D.C. as well as the capitals of the States involved
in ratifying the 16th Amendment, Benson discovered ample evidence that Knox may
have known he was not telling the truth when he proclaimed the 16th Amendment ratified
on February 25, 1913. Whether or not Knox purposely deceived the American people by
falsely declaring the amendment ratified is not as important as Benson's proof that the
individual States did, in fact, make significant changes to, and in some cases voted
against or didn't vote at all for, S.J.R. 40, the proposed 16™ Amendment, invalidating any
ratification action.

For purposes of this report, Mr. Benson has given his permission to include some
of the more serious modifications and other breakdowns in the ratification process
detailed in his book, The Law That Never Was, to illustrate how serious these flaws are.
Remember the "exactness” and "preciseness” requirements listed previously as you
review these flaws in the ratification process.

In 1913 there was a total of forty-eight States in the Union. As Article V of the
U.S. Constitution required, ratification by three-fourths of those States, or thirty-six, was
necessary to make the proposed 16th Amendment part of the U.S. Constitution. Of the
forty-two States who responded to Secretary Knox, the legislatures of 36 States,
Alabama, Kentucky, South Carolina, Illinois, Mississippi, Oklahoma, Maryland, Georgia,
Texas, Ohio, Idaho, Oregon, Washington, California, Montana, Indiana, Nevada, North
Carolina, Nebraska, Kansas, Colorado, North Dakota, Michigan, lowa, Missouri, Maine,
Tennessce, Arkansas, Wisconsin, New York, South Dakota, Arizona, Minnesota,

- ‘Louisiana, Delaware, and Wyoming, attegedly ratified the 16th Amendment. Knox
further reported that the legislatures of New Jersey and New Mexico also ratified the 16th
Amendment, although their ratification was not needed to meet the 36 State requirement.
There were four States, Connecticut, New Hampshire, Rhode Island, and Utah, which
rejected the 16th Amendment. The remaining six States did not participate.

As previously discussed, the modifications to the proposed 16th Amendment
ranged from changes in capitalization and punctuation to changes in words and sentence
structure and even deletion of whole paragraphs. To categorize certain changes to the
proposed 16th Amendment made by the States as mild and categorize other changes as
severe would not only fall into the trap of excusing mild changes as if they didn’t count,
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but it would be inconsistent with the very clear legal requirements for ratification aiready
described. Exactness and preciseness in the constitutional ratification process are
required - and Benson’s research shows that those requirements were clearly not met.

The following are examples of the most severe discrepancies in resolutions
submitted by the States during the ratification process:

Kentucky - As previously mentioned, Secretary of State Knox included Kentucky
in the group of States ratifying the 16th Amendment. However, Benson's research found
a far different result. Benson found that there were two documents sent by the State of
Kentucky to Secretary Knox which depicted the votes taken by the Kentucky legislature:
an "extract" of the journal of the Kentucky State Senate and an "official published
journal” of the Kentucky State Senate. The "extract” sent to Knox showed a vote by the
Kentucky Senate of 27 in favor of ratification and 2 opposed. The "official” journal
showed a vote by the Kentucky Senate of 9 in favor of ratification and 22 opposed.
Remember, Benson found documentary proof that both of these documents were received
by Knox in Washington. Benson aiso found that, although Knox was presented with
these extracts and journals, Knox never received a certified copy of a validly passed
ratification resolution from the State of Kentucky.

Benson found no evidence of any investigation by Knox as to why an unofficial
vote surnmary listed a 27 to 2 ratification acceptance vote yet an official vote summary
listed a 22 to 9 ratification rejection vote. More importantly, Knox never received a
certified copy of a ratification resolution - favorable or unfavorable. Clearly, Knox had
every reason to investigate such a glaring discrepancy, but apparently he did not. He
proclaimed that Kentucky ratified the 16th Amendment even though the evidence shows
that Kentucky had rejected it.

South Carolina - In addition to numerous changes in capitalization, changes in
punctuation which caused whole paragraphs to be incorrectly added, and the South
Carolina Legislature's insertion of a word not even included in S.J.R. 40 (the proposed
16th Amendment), the most notable violation of the exactness/preciseness requirement in
the ratification process was the changing of the operative word "lay" to "levy" and later
changing the word "levy" back to "lay.”

As described previously, the proposed 16th Amendment, as contained in Senate
Joint Resolution (§.J.R. 40) read as follows:

Article XVI. 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 (Emphasis added)

The ratification resolution passed by the South Carolina House of
Representatives, on the other hand, read as follows:

ARTICLE XVi
The Congress shall have power to levy and collect taxes on incomes, from
whatever source derived, without apportionment among the several States, and without
regard to any census or enumeration, therefore, (Emphasis added)

Notice the serious modtfication the South Carolina Legislature made by
substituting the word "levy” for the word "lay.” I consulted Webster’s Third New
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International Dictionary to determine the difference in meaning between "levy" and
"lay." Webster's defines "levy" as the imposition or collection of an assessment, tax,
tribute, or fine: the taking of property or execution to satisfy 2 judgement” and "seize in
satisfaction of a legal claim or judgement.” Webster’s defines "lay" as "to impose a tax
on: assess” and "to impose as a duty, burden, or punishment "

It is evident that /evy and /ay have distinctly different meani ngs. Levy refers to
taking some kind of action against an object or item to enforce a legal claim or judgement
that already exists. Lay refers to the act of administering a demand or requirement upon
someone - like paying a tax. For example, the Collection Division of the Internal
Revenue Service may /evy a bank account to satisfy a tax debt but they do not /av a bank
account. Likewise, the U.S. Government may /ay a tax on taxpayers but they do not /evy
a tax on taxpayers. The bottom line is that the words /evy and /ay are not
interchangeable.

Notwithstanding the other modifications described above, if the U.S Congress
used the word /ay in the proposed 16th Amendment and the South Carolina Legislature
removed the word /ay and replaced it with the word /evy before ratification, then, the
South Carolina Legislature did not ratify the 16th Amendment to the U.S. Constitution
because "under the provisions of the Constitution a legislature is not authorized to aiter in
any way the amendment proposed by Congress.”

Illinois - The Illinois Legislature may have achieved the distinction of creating a
new word in the English language during its ratification process. Not only did the Illinois
Legistature completely delete the preamble from the official Congressional Joint
Resolution (S.J.R. 40), it changed the word "enumeration” to "renumeration” in its own
ratification resolution.

You'll recall that the bady of the proposed 16th Amendment (S.J.R. 40), read as
follows:

Article XV1. 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. (Emphasis added)

The body of the ratification resolution passed by the Illinois Legislature, called
Senate Joint Resolution No. 7, read as follows:

Article XVT. 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 renumeration. (Emphasis added)

Notice the serious modification the Illinois Legisiature made by substituting the
word "renumeration” for the word “enumeration." 1 again consuited Webster’s Third New
International Dictionary to determine the difference in meaning between "renumeration”
and "enumeration.” Webster's defines "enumeration” as "the act of counting” and "a
count of something (as a population).” Webster's does not define "renumeration.” In
fact, the word "renumeration” does not appear in the dictionary. The fact that the word
does not appear in such a respected dictionary is a fair indication that the word does not
exist. The Illinois Legislature sent a mtification resolution to Secretary of State Knox
that contained a key word that does not even exist, and again, Secretary Knox did not
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even investigate.

Mississippi - The Mississippi Legislature was responsible for creating a whole
new phrase during their attempt at ratification of the 16th Amendment. Not only did the
Mississippi Legislature also completely delete the preambie from the official
Congressional Joint Resolution (S.J.R. 40) and make unauthorized changes to
capitalization and punctuation, it changed the word "or" to "of™ in its own ratification
resolution, which caused a significant change in its meaning.

You'll recall that the body of the proposed 16th Amendment (S.J.R. 40), read as
follows:

Article XVI. The Congress shall have power to lay and collect taxes on incomes, from
whatever source derived, without apportionmem among the several States, and without
regard to any census or enumeration. (Emphasis added)

The body of the ratification resolution passed by the Mississippi Legislature,
called House Joint Resolution No. 14, read as follows:

Article XV1. Congress shall have power to fay and collect taxes on incomes from
whatever source derived without apportionment among the several states, and without
regard to any census of enumeration. (Emphasis added)

Notice the serious modification the Mississippi Legistature made by substituting
the word "of™ for the word "or." It isn't necessary to consult Webster’s dictionary on this
one since [ am quite sure there is no such thing as a census of enumeration. This
seemingly insignificant modification illustrates how changes to capitalization,
punctuation, letters, words, and phrases can have a significant influence on meaning. It is
for this reason that exactness and preciseness in the language of laws is so important and
so mandatory.

Worse yet for the reputation of the Mississippi Legislature was an investigation
conducted by the Mississippi House of Representatives in March, 1910, which disclosed
some interesting activities at the time the Mississippi House had taken up consideration
of the ratification of the proposed 16th Amendment:

First, We believe that undue influence by the improper use of liquor was used
upon at least one member of the House. This member was changed from his original
conviction and, being unfortunately addicted to the use of strong drink was, by his
improper influence, overpersuaded (sic) to vote agatnst his convictions.

Second. The evidence shows further that in other instances other members of the
Legisiature were approached and asked if money or political position would persuade
them to change their vote, and this, we believe, was very improper.

Third. Even the patronage of the Federal government is shown to have been
brought into play and used in the caucus . . . (Emphasis added)

Fourth. We submit that the executive patronage of Mississippi was used with
teiling effect . . . the Governor conforred and advised continually - and this was well
known to every member of the caucus - with all the "opposition” candidates, their friends
and members of the caucus as to the best methods to solidify the "opposition” and to
persuade some members supporting ex-Gov. Vardaman to change their vote, was highly
improper (sic)

LB I ]

Seventh Whiskey was used excessively during the caucus. But there is no proof
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that any intoxicamts were dispensed in the headquarters of any candidate.

Oklahoms - The Oklahoma Legislature was responsible for even more
unauthorized changes than the other States. Not only did the Oklahoma Legislature make
unauthorized changes to capitalization and punctuation of the proposed 16th Amendment
(S.JR 40), and fail to even send Secretary Knox a copy of the true resolution passed, it
changed the words "without regard to” to "from" in its own ratification resolution, which
caused 2 significant change in its meaning.

You'll recall that the body of the proposed 16th Amendment (S.J.R. 40), read as
foliows:

Anicle XVL 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. (Emphasis added)

The body of the ratification resolution passed by the Oklahoma Legislature, called
House Joint Resolution No. 5, read as follows:

ARTICLE 16: The Congress shall have power to lay and collect taxes on incomes, from
whatever source derived, without apportionment among the several states, and from any
census or enumeration. (Emphasis added)

Notice the sertous modification the Oklahoma Legislature made by substituting
the word "from" for the words "without regard to." Again, there is no need to consult
Webster's dictionary on this one. Clearly, the words without regard to have an entirely
different meaning than the word from, once again illustrating how changes to
capitalization, punctuation, letters, words, and phrases can have a significant influence on
meaning of a law and why exactness and preciseness in the language of laws is an
absolute requirement, especially when those laws are amending the U.S. Constitution,

Georgia and Missouri - Like the South Carolina Legislature, the lawmakers in
Georgia and Missouri changed the word "lay” to "levy” in the proposed 16th
Amendment. They also changed the word "source"” to "sources” and the word "incomes”
to "tncome."”

Idaho - Like the Mississippi Legislature, Idaho lawmakers changed the word "or”
to "of” creating the new phrase "census of enumeration."

Kansas, Maine, and South Dakota - The legislatures of Kansas, Maine, and
South Dakota failed to include the preamble from the proposed 16th Amendment (SJR.
. 40} in their own ratification resolution. In addition, and contrary to Knox's assumption, it
is evident from the official journals that the South Dakota Senate "carefully compared”
the House ratification version to its own version, signifying that their actions were
deliberate and not mistakes.

Michigan - In addition to the all too common modifications of punctuation and
capitalization, Benson found an interesting letter dated January 18th, 1984, from Gay
Meese, Great Seal & Registration Section, Michigan Department of State, dated January
18th, 1984, in which she stated:

I have reviewed the Michigan Public Acts books for the years 1909 through
1913 and can find no concurrent resolution adopted by the Legislature ratifying the 16th
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Amendment to the U.S. Constitution.

In another letter dated January 4, 1985 from Martin McLaughlin, Local Records
Specialist, Michigan Department of State, referring to a search performed by Mr.
McLaughlin to find docurnents related to the resolution sent by Michigan officials to
Washington, D.C. as official notice of ratification of the proposed 16th Amendment, he
stated, "The search uncovered no documents related to House Joint Resolution 1, 1911 ...
[House Joint Resolution | was Michigan's 16th Amendment ratification resolution]

A reader of this report might wonder whether the above-described modifications
are severe enough to warrant rejection by the Secretary of State. Perhaps it is
commonplace for similar State modifications to be acceptable To address this point,
analysis of the ratification process of the 17th Amendment (which occurred at about the
same time as the 16th) will serve to itlusirate how the 16th Amendment "errors" were
more than enough to reject ratification by the States who made the "errors.”

In a letter dated May 3rd, 1913, sent from the U.S. Department of State to the
State of Wisconsin, it is clear that Wisconsin's ratification of the 17th Amendment was
initially rejected by the U.S. Department of State. The letter, addressed to that State’s
Govemnor, advised that 'a comparison of the last mentioned Resolution with the one
passed by the Wisconsin legislature shows that certain clanses and paragraphs have
been added in the latter Resolution which were not contained in the Resolution
passed by Congress."” (Emphasis added).

The Governor of the State of Wisconsin, in a letter dated May 5, 1913, responded
to the U.S. Department of State as follows:

"Thank you very much for calling the error to our attention before the Wisconsin
legislature has adjourned. Iimmediately trangmitted copies of your letter and the Joint
Resolution of Congress, to both branches of our legislature, and recommended the
adoption of the Joint Resolution in the exact form in which it was submitted to the
states.” (Emphasis added)

These letters between Wisconsin Governor Francis E. McGovern and acting U.S.
Secretary of State John B. Moore prove that even "errors” are not acceptable when States
are ratifying an amendment to the U.S. Constitution and even Knox's successor in the
U.S. Department of State, John B. Moore, knew they weren't.

In summary, taking only the actions of these 12 states into consideration, the 36
State ratification threshhold was clearly not met. Notwithstanding the inability of the 12
States mentioned here to ratify the 16® Amendment, Benson’s book, The Law That Never
_Was, points out in minute detail how not a single State of the 48 legalily met the
ratification threshhold.

Andrew Spiegel, a Chicago attorney, authored a rebuttal to The Ripy Report
which had been prepared by the Congressional Research Service to rebut Benson’s
research analyzing the 16 Amendment’s lack of ratification. Spiegel’s rebuttal included -
an interesting analysis of the 16" Amendment proposal:

If one considers only the wording and punctuation changes, it becomes apparent
that Secretary Knox and his Solicitor knew that thirty of the forty-eight States had agreed
to only a portion of the proposed amendment, which would have read as follows:
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Congress shall have power to and collect taxes on
from whatever dertved without apportionment among the several
States and Census )

The Federal Prosecution and Incarceration of Bill Benson

Bill Benson’s research clearly supports the contention that a severe defect in the
ratification process of the 16th Amendment has taken place. As mentioned earlier,
Benson's problems began when the Illinois Department of Revenue (IDOR) encouraged
U.S. officials to investigate Benson regarding alleged social secunty and income tax
violations, and Benson's problems were compounded when, on April 5th, 1985, he and
M.J. “Red” Beckman published their thesis on the non-ratification of the 16th
Amendment, The Law That Never Was, Volume .

On April 15, 1986, Paul J. Petit, who had represented one of Benson’s Illinois
Department of Revenue (IDOR) superiors in Benson's successful $350,000 wrongful
termination lawsuit against the [IDOR, precipitated an investi gation against Benson by
sending a letter to Chicago Deputy U.S. Attomey Joan Safford’, in which he stated:

T would be more than happy to provide additional background information that 1 believe
may facilitate your investigation. As I said, I have been litigating with these characters
for 2lmost ten years.

In addition to the letter, Petit forwarded to Safford a motion that had previously been
filed (under seal) in Benson's wrongful termination lawsuit. The motion detailed
allegations that Benson and his attorney, Andrew Spiegel, had colluded to submit false
invoices to an insurance company for $85,000 in claimed investigator expenses, and then
to allegedly avoid income taxes on the money.

On May 13, 1986, less than a month after Petit's letter to Deputy U.S. Attorney
Safford, a grand jury investigation was commenced against Benson, By April 13, 1987,
the grand jury had indicted Benson for violating Title 26, U.S.Code, Section 7203 (faiture
to file a return) and Title 26, U.S. Code, Section 7201 (income tax evasion). The
indictment, which closely matched the previously sealed motion given to Safford by
Petit, alleged that in 1980 and 1981, Benson failed to declare as income money received
as compensation for investigative services performed for attorney Andrew Spiegel, and
that in 1981 Benson fraudulently received Social Security disability benefits. [Since
Benson's troubles with the [DOR continued well into the late 1970s, he was no longer
getting a paycheck from the IDOR and it was necessary to find other ways to make a
" living. Because of his past investigative and legal experience, Benson began to work
assisting attorneys as an investigator and paralegal. It was Benson's work with attormey
Andrew Spiegel in the early 1980s, which I mentioned previously, that opened Benson's
eyes to the possibility that the 16th Amendment to the U.S. Constitution was never
ratified ]

At some point during the investigation of Benson, the IRS leamned that he had
researched and proven the non-ratification of the 16th Amendment. Instead of

? the U.S. Attorney for each district in the U.S. ultimately reports to the Attorney General Of The United
States
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recommending prosecution for tax years in which Benson could have presented evidence
of the non-ratification of the 16th Amendment to the jury, they recommended prosecution
for earlier tax years when Benson was still in the "research stage” of his 16th Amendment
investigation.

Benson’s indictment alleged that he was required to file an income tax return
because he had income exceeding the $3,300 income tax return filing requirement.
Benson has always maintained that he was the victim of "selective prosecution” and even
the federal judge who handled Benson's criminal case, U.S. District Judge Paul E.
Plunkett, made comments that were in agreement with that allegation. Judge Plunkett
said, "I have never seen a criminal case like this in all my life;” and "I'm telling you, I've
never seen a case like this ever. It is the most incredible series of wanderi ng through
mazes of tunnels and documents. It's like a treasure hunt."

Eventually, a trial took place and Benson was convicted on all counts. Although
the jury that convicted Benson was never able to hear his evidence regarding the 16th
Amendment, the power of Benson's proof that the 16th Amendment was never ratified
was not lost on Judge Plunkett, who presided over Benson's criminal trial. At one point
in the proceedings, without the jury being present, the followi ng dialogue took place:

THE COURT (Judge Plunkett): What about Mr. Dickstein's [one of Benson's atiomeys]
statement that there is language in a case that says this question of the Sixteenth
Amendment has not been developed, we don't have a record on it, and I refused to allow
him to create a record on it? What about that issue?

MR. STONE (the prosecutor): It's not -- well, the Sixteenth Amendment issue wasn't
adjudicated in this case, because it wasn't a proper defense. It had nothing whatsoever to
do with why taxes weren't paid in 1980 and 1981. Mr. Benson by his own testimony --
his remarks again today — said his research began in 1984 and he wrate his book in 1985,
and even he says, if you can believe him, he went into it with an open mind. He couldn’t
possibly have been guided by his views on the Sixteenth Amendment back in 1980 and
'81.

THE COURT: But that's not the point. int i if hi i 18 i
there was no law to violate. (Emphasis added)

After Benson's conviction at the trial court level, he appealed his conviction to the
United States Court of Appeals for the Seventh Circuit. The Court of Appeals reversed
Benson's conviction because trial court District Judge Paul E. Plunkett abused his
discretion in admitting much of the testimony of an Internal Revenue Service agent
named Gary Cantzler. The appellate court could have declared Benson's case to be
" "reversed and remanded” meaning that although his conviction was reversed, the
appellate court was sending the case back to the trial court for another trial. However, the
Seventh Circiit Court of Appeals did not reverse and remand Benson's conviction, it
only reversed it Normally, the U.S. Attorney’s Office would probably have accepted
this reversal and moved on to other prosecutions. Spending time in court on "small fish”
like Benson would be a waste of prosecutorial time and effort. Based on my own
experience, that would normally be the case. But apparently the U.S. Attommey’s Office
did not consider Bill Benson to be a small fish.

The appellate court reversal meant that Benson was a free man. Soon, however,
the U.S. Attorney's office appealed to a "three judge” federal appellate panel and
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motioned for a remand order. They lost. Next, the U.S. Attorneys office appealed to the
Seventh Circuit's "en banc” panel, which is comprised of all of the judges in the Seventh
Circuit. They lost. Next, despite being rebuffed by two different appellate panels, the
prosecutors went to the Clerk of the Court back at the district court (where the first trial
was held) and requested that Benson's case be set for a new trial. The Clerk refused to set
the case for a new tral because the appellate court's order said reversed, not reversed and
remanded. The U.S. Attorney’s Office made one more attempt. They went back to
Judge Manion, the original judge who ordered Benson's conviction reversed and
convinced him to change the order to reversed and remanded. After expending an
incredible amount of effort against someone whose conviction for not filing an income
tax return had originally been reversed, they returned to the Clerk of the Court with Judge
Manion's modified reverse and remand order.

There are a number of clues pointing to the unprecedented nature of the treatment
Benson received:

Clue Number 1 - While Benson was in prison awaiting the outcome of his appeal
(the appeal which eventually reversed his conviction), the federal Bureau of Prisons took
away his anti-seizure medications and gave him a drug called valporic acid, which has
the unfortunate side effect of making you suicidal. Due to the absence of his own
medication and the introduction of the valporic acid, Benson spent the next two years in a
wheelchair and his health became extremely poor.

Clue Number 2 - After the U.S. Attorney obtained an order from Judge Manion
modifying his original reversal of Benson's conviction, a date for a second trial was
picked. Joan Safford, the Deputy/First Assistant U.S. Attorney mentioned previously,
was picked to be in charge of Benson's second trial. 1t is interesting that in a federal
district as large as the one the Chicago U.S. Attomneys office handles, Benson's case
would merit handling by the First Assistant to the U.S. Attorney.

Clue Number 3 - Prior to most every trial, the defense and the prosecution get
together to talk about a "deal” - in other words, a plea bargain. Benson's second trial was
no exception. Deputy U.S. Attorney Safford offered to leave Benson alone and even
offered to give him a job paying "real big money” if he would plead guilty. But she made
one additional request. Benson would have to stop traveling around the country tatking
about the non-ratification of the 16th Amendment and give up the 17,000 certified
documents which proved that the 16th Amendment had not been ratified. Benson pointed
out the window to Lake Michigan and told Safford to go jump in it. He further told her
he would never plead guilty to a crime he did not commit.

Clue Number 4 - After Benson refused Safford's "deal,” she found a way to put
- ‘him back in prison. Safford convinced a federal judge that Benson had 22 days left to
serve on the sentence from his first trial. Soon, Benson was on his way to a federal
prison in Texas to serve 22 days, aliegedly the remainder of his original sentence. While
Benson was in the Texas prison, he sat in the office of a Bureau of Prisons (BOP) official
who called the secretary of the Judge who had ordered him back to prison. Apparently,
after reviewing all of Benson's paperwork, the BOP official knew something was wrong
when a man who lives in Chicago, free on an overturned conviction, is sent all the way to
Texas for & twenty-two day sentence. The BOP official told the Judge's secretary neither
he nor the Bureau of Prisons wanted any part of what he observed to be grounds for a
false imprisonment lawsuit. Benson served eighteen of the twenty-two days and was
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released.

Clue Number 5 - After the Justice Department obtained a guilty verdict in the
second trial against Benson, the U.S. Attomey himself, James B. Burns, came to the
courtroom and personally congratulated each of the prosecutors. When Benson asked
one of the prosecutors why the U.S. Attorney would make such a rare personal
appearance for a "failure to file” income tax case, the prosecutor denied that the man
shaking hands was the U.S. Attorney. Benson told the prosecutor that he (Benson) had
seen the U.S. Attomey's face and picture many times and there was no question that it
was the U.S. Attomney himself who shook the prosecutors' hands.

Clue Number 6 - After being tried, convicted, and sentenced a second time,
Benson, upon his release, was told orally and in writing by his probation officer that
permission 1o travel would not be granted if the travel was for the purposes of speaking
about the non-ratification of the 16th Amendment.

Clue Number 7 - To this day, the U.S. Department of Justice has not prosecuted
Bill Benson for a tax year later than 1980 and 1981. The U.S. Attorney could have
picked any of the last 16 years to charge him with another income tax crime for failing to
file an income tax return or paying federal income tax. But they have not. Benson
betieves that prosecuting him for any year subsequent to 1985, the year his book, 7he
Law That Never Was was published, would mean that Benson would be able to present,
in open court, his evidence of the non-ratification of the 16th Amendment. Benson
would also be able to call witnesses in his defense - witnesses such Assistant U S.
Attorney Joel D. Bertocchi who, while prosecuting Benson, admitted on the record that
there was no question that Mr. Benson was relying on his 16th Amendment research in
various court proceedings. Benson would also be able to cali J udge Plunkett, who, as
described previously, admitted on the record that if Benson's evidence regarding non-
ratification of the 16th Amendment was correct, then there was no law for Benson to
violate.
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Allegation 3

The U.S. Government Finances Its Operations

From The Unconstitutional Creation of Fiat Monev
not With Revenue From Income Taxes

In addition to the numerous allegations relating to the federal income tax, Devvy
Kidd made numerous references to the banking and mongetary system of the United
States. Initially, I was baffled as to why she considered the banking system to be such an
important topic. 1 also had no idea how intricately involved the federal banking and
monetary system was with the federal income tax system. I retumed to her book Why A
Bankrupt America? to search for additional clues as to why it was such an important
topic. While reading her book, I found that Kidd had listed as many allegations against
an organization called "The Federal Reserve” as she had against the Internal Revenue
Service. She included a quote from Congressman Ron Paul that not only fascinated me
but also helped begin my journey into understanding how the federal government actually
finances it operations. He said:

Strictly speaking, it probably is not necessary for the federal government to tax anyone
directly; it could simply print the money it needs. However, that would be 100 bold a
stroke, for it would then be obvious to alf what kind of a counterfeiting operation the
government is running. The present system combining taxation and inflation is akin to
watering the milk: too much water and the people catch on.

I had heard of Congressman Ron Paul before. However, I didn't know much
about him. When I first read this quote, I had trouble understanding how a U S, -
Congressman could say it "is not necessary for the federal government to tax anyone
directly.” I had trouble understanding what he meant when he said the federal
government "could simply print the money it needs.” Congressman Paul's words and
other information provided by Kidd and others led me to some shocki ng realizations
about our banking and monetary system and how it relates to the federal income tax
system. My investigation revealed to me that the U.S. banking and monetary system is
not only constitutionally flawed, but it effectively operates as a system of taxation which
takes people’s hard earned money more swiftly than any conventional tax ever could.

If I was an experienced police officer and I was giving you “tips” about how to
keep from being burglarized, robbed, or mugged, you would probably pay close attention
- to my advice despite the fact that being the victim of one of those crimes is statistically
rare. Although I am not a police officer, [ am an experienced financial investigator.
Alerting you to the allegations regarding the federal income tax system without alerting
you to the literal confiscation of your money and rights from the federal banking and
monetary systems would be like telling you to watch out for sunburn during your ocean
swim while failing to wam you about the sharks. The "tips” [ am going to give you will
explain how our hard earned money is taken from each and every one of us every day of
our lives.

Most everyone complains about paying taxes. But at least there is an opportunity
to hold elected officials accountable when they raise taxes. After lawmakers vote for a
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particular tax increase, they can be voted out of office if the people so desire.
Unfortunately, the passage of the Federal Reserve Act of 1913 [coincidentally the same
year the contemporary income tax went into effect] created a system in which your hard
earned money can be taken right out of your pocket or bank account more swiftly than
any tax and no one elected official can be blamed or held accountable. How does this
occur?

Previously, I described how Beardsley Ruml, one-time chairman of the Federal
Reserve Bank of New York, devised the first U.S. withholding system in connection with
the "Victory Tax" to pay debts from World War II. T also hinted that you would learmn
more about what Ruml meant by "elimination, for domestic purposes, of the
convertibility of the currency into gold.” This section of the report will help you to
understand how our contemporary federal income tax system exists, as Con gressman Ron
Paul suggests, more to mask the ravages of inflation and to control and redistribute our
wealth than to provide the U.S. Government with funds to operate,

Prior to reading Kidd's books, I had never really considered how the U.S.
monetary system affected people’s pocketbooks on a daily basis. Despite my experience
in accounting, finance, taxation, and law, I was astounded at how little [ knew about the
subject. Fortunately, however, not everyone is in the dark about the issue. For example,
the 1996 Texas Republican State Platform called for:

the United States monetary system to be returned to the Gold Standard. Since the Federal
Reserve System is a private corporation, has no reserves, and is not subject to taxation or
audit, we call on the Congress to abolish this institution and reassume its authority,
enumerated by Article I, Section 8 of the U.S. Constitution, for the coinage of money.

Despite years spent in college, years spent as a private sector tax professional, and
years spent as a criminal investigator for a taxing authority, the subject of the U.S.
monetary system and how it works was mysteriously absent. Apparently, there have
been some famous, even wealthy people who have commented on the banking and
monetary system. For example, Henry Ford, Sr. said:

It is well enough that the people of the nation do not understand our banking and
monetary system for, if they did, I believe there would be a revolution before tomorrow

maorning,

In order to explain how the combination of the federal banking, monetary, and
income tax systems places a “hidden” tax on you, it is necessary to provide a brief
- explanation of what the U.S. Constitution says about money and explain why it is even
mentioned in the Constitution at all. I will also explain what money is, how it is created,
and give a historical perspective which will illustrate why the above-mentioned systems
have the potential for turning us all into indentured servants.

What does the U.S. Constitution say about money?

The Congress shall have Power . . . To coin Money, regulate the Value thereof. and of
foreign Coin, and fix the Standard of Weights and Measures,
United States Constihution, Article 1, Section 8
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No States shall* _ . coin Money; emit Bills of Credit; make any Thing but gold and silver
Coin a Tender in Payment of Debts.
United States Constitution, Article 1, Section 10

Why would those who drafted the U.S. Constitution bother to specify these
requirements about money? Isn't money just money? Is there a need to regulate money?
Can money be manipulated for political purposes? Can manipulating the money supply
cause harm to a free society? Can the manipulation of money be used to cheat people?
Can money be used as a weapon? What were the framers of our Constitution afraid of?
Well, according to my research, there was plenty for them to fear.

To understand their fear, we must learn what our nation’s founders expenenced
first hand. But, before doing that, we must have a better understanding of what the
money in our wallets, purses, and checking accounts really is and how the increase or
decrease in the supply of that money affects cach and every one of us. I've included a
little cartoon on the adjoining pages to illustrate the process.

Brief History of Money

Before there was paper money, and before precious metals were circulated in
commerce, people exchanged things of value that they possessed for things of value that
others possessed. This process is commonly referred to as "barter.” If you were a hunter,
you might trade some of the meat from your kill with a farmer who had no meat. In
return, the farmer might trade some of his crops with you. In this manner, both the hunter
and the farmer had both meat and crops to sustain them even though the hunter didn't
farm and the farmer didn't hunt. The meat and crops both had an "intrinsic” value,
meaning they were valuable just for being what they were (i.e. crops and meat are
valuable because they fill your stomach and keep you alive).

As technology continued to advance, the work people did became more and more
specialized. As time went on, the goods each person produced were not enough to
sustain them, and they relied more and more on the labor and goods of others for their
subsistence. This process has been commonly referred to as the "division of labor." As
society evolved further, trading the goods one produced became more complex and
people had to deal with issues such what to do with their surplus goods and other wealth.

It became a little cumbersome to carry around a surplus of 100 bushels of wheat
or a surplus of 50 head of cattle everywhere. Eventually, precious metals such as gold
and silver were mined, smelted, and coined, and people began to trade their surplus goods
and/or services for these and other precious metals. Although gold could not fill one's
_ stomach or sustain life like crops and meat could, its rarity, purity, stability, and ease of
measurement nonetheless made it intrinsically valuable and it eventually was exchanged
just as readily as traditional commodities like grain, meat, coal, etc.

Once precious metals began to be traded commonly, two deceitful practices
developed which served to cheat people and destroy their economies. One involved a
practice called "coin clipping" and the other involved the practice of printing "paper
money.”

As gold coins became the medium of exchange between buyer and seller, 1t was
only a matter of time before greedy kings began shaving minute portions of gold off the
coins they received in taxes. The kings would accumulate the gold shavings until they
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had enough to melt them into new gold coins. The new coins, of lesser weight and lesser
value, would eventually be reintroduced into the economy.

As I said before, one of the things which makes gold valuable is its ease of
measurement. Thus, it didn't take long for the citizenry to figure out that, after the greedy
kings had taken their shavings, the gold coins in circulation were not as heavy as they
used to be. This decrease in weight obviously made each coin worth less. With each
coin being worth less, more coins were required than before in order to purchase needed
goods and services. [Keep in mind that although the kings' coin clipping scheme resulted
in more individual gold coins in circulation, the total weight of gold in circulation
remained virtually unchanged.] Where before one gold coin may have purchased 10
bushels of wheat, the shaved gold coin (which contained less goid) would only purchase
8 bushels of wheat. The value of the wheat didn't change because it took just as much
labor as it ever did to grow and harvest 10 bushels of wheat. What changed was the
value of each piece of gold, which decreased because the amount of gold in each coin
decreased (thanks to the kings’ little coin-clipping scheme). Adjusting the quantity of
goods and services to the actual value of each shaved gold piece effectively neutralized
the scam run by the kings. The shaved coins the kings had created weren't buying any
additional goods or services for their royal coffers because the citizenry caught on to the
scam and adjusted prices accordingly.

When the kings realized that their coin shaving scam wasn't having the desired
effect, they had to come up with a new plan. They found a way to force people to accept
the scam. They passed laws known as "legal tender laws” which prohibited anyone from
accepting the shaved money at less than face value. If anyone broke these legal tender
laws, they were fined, imprisoned, and even executed. By the end of this chapter, vou
will understand that we Americans have our own greedy "kings” who have passed legal
tender laws which have forced us to accept money at its face value, even though its true
value is constantly diminishing or non-existent.

The second deceitful practice, that of printing additional paper money, was much
more profitable than shaving gold from coins, and, best of al!, it was much harder for the
citizenry to detect or understand.

As people acquired more gold coins than they could carry or keep safe, they
enlisted the help of people known as "goldsmiths." The goldsmiths, who already had
vaults to keep their own gold safe, began keeping other people's gold and gold coins for a
fee. When someone deposited their gold in the vault, they were issued a paper receipt for
it. Whenever the depositor wanted to withdraw his gold, he sim ply presented his receipt
to the goldsmith and received his gold back. Eventually, the practice of issuing these
receipts for gold became so prevalent that people began to trade the receipts in place of
the gold. It made sense that people would accept the paper receipts in place of the actual
gold because everyone trusted that the paper receipt was "backed” by the exact amount of
gold held by the bank that had issued the receipt. This gold backing gave the paper
receipts intrinsic value just as the gold traded for the paper receipts had intrinsic value
and the crops and meat traded for the gold had intrinsic value.

As you can see in the cartoon illustration, the important point is that the ratio of
receipts to gold or silver coins was 1:1 (i.e. a one hundred gold piece paper receipt was
equal in value to one hundred pieces of gold). This ratio, or fraction, of one gold piece to
on¢ paper unit is important as you will see later. The system of keeping gold with the




goldsmiths and using the gold receipts as money worked fine until some of the
goldsmiths got greedy.

The greedy goldsmiths, like the coin-clipping kings before them, got the bright
idea to try a new twist on the vault system. They realized that all the gold they were
holding for others was just sitting in the vaults. Not only was it not earning any
additional money for the depositor or for the goldsmith, but the depositors rarely
withdrew the gold. The goldsmiths realized that the few who did withdraw their gold
never amounted to more than fifleen to twenty percent of the total gold in their vaults.
Thus, they figured out they could lend out up to eighty percent of the total gold, charge
interest on the money lent, and then share a portion of the interest charged with the rest of
the depositors. [The goldsmiths of yesterday eventually evolved into the bankers we
know today. ]

The probiem was that the goldsmiths, whom we'll now call bankers, performed a
litle sleight of hand unbeknownst to the depositors and the depositors weren't financially
savvy enough to catch on. The scheme the bankers dreamed up, with the help of
government officials, was to issue additional receipts (paper money) which were not
backed by the gold in the vaults. In other words, they began issuing “paper money"
which had no intrinsic value (i.e. not traceable back to valuable commodities such as
gold, crops, meat, etc.). As you can see from the cartoon illustration, this allowed more
paper money out into circulation than there was value to back the paper money. The
government officials helped the scheme along by passing legal tender laws that forced
the citizenry to accept the paper money. The common term for this practice is called
"fractional reserve banking.”

If, for example, an additional 1,000 units of paper money not backed by gold were
put into circulation with the 1,000 units of paper money (bank receipts) backed by gold
that were already in circulation, the ratio (fraction) of gold coins to bank notes is now1:2
or 1 gold coin for every 2 bank receipts. Do you see what the scheme does to the value
of the 1,000 bank receipts already in circulation? It cuts their value in half! The owners
of those original 1,000 bank receipts just lost 50% of their purchasi ng power because the
banker was allowed to put additional paper money with no intrinsic value into circulation.
[ that isn't theft, I don't know what is!

Now that you've had a basic explanation of the effect on purchasing power when
1,000 units of "money"” is added to the money supply, imagine the effect on the American
people when billions, even trillions, of units are added to the U.S. money supply over a
period of years. According to Dr. Robert Batemarco, who teaches economics at

Marymount College, Tarrytown, New York:

The quantity of U.S. money has increased year in and year out every year since 1933.
The narrow M1 measure of the quantity of U.S. money (basically currency in circulation
and balances in checking accounts) stood a $19.9 billion in 1933 By 1940, it had
doubled to $39.7 billion. It surpassed $100 billion in 1946, $200 billion in 1969 .., $400
billion in 1980, 3300 billion in 1990, and today it stands at almost $1 2 trillion. That is
over 60 times what it was in 1933,

So exactly what does "inflation” of the money supply by these huge amounts

mean to the average American? The American Institute for Economic Research, in an
article entitled Government by Default, explains it this way:
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Virtually all savers and investors who held dollar-denominated assets have suffered
enormous losses due to the decreased purchasing power of the dollar. According to our
most recent calculations, the total of Americans' savings embezzled through the inflating
process since 1939 amounts to almost $11 trillion in today's dollars.

Is there a word to describe the kind of worthless money that the partmership

between the bankers and politician's has created? Yes, there is such a word and that word

is "fiat." No, not the Italian sports car. “Fiat” money, as defined by The American

Heritage Dictionary, is "paper money decreed legal tender, not backed by gold or silver."

Not backed by gold or silver is another way of saying that fiat money has no intrinsic
value. Decreed legal tender means that there is a law requiring everyone to accept the

currency in payment for debts, goods, services, etc. Just in case no one ever told you, the

U.S. currency that we all have in our wallets and purses is fiat money. Notice the

inscription on the face of every dollar bill - THIS NOTE IS LEGAL TENDER FOR ALL

DEBTS, PUBLIC AND PRIVATE. Our currency has not been backed by a fixed gold
standard for a long time, despite the constitutional provision against removing such a
standard.

So what specifically happened prior to and during the lives of our nation's

founders that caused them to include protections in the U.S. Constitution against the
manipulation of money in this way?

The best summary ['ve read of the problems experienced by the colonists who

founded this nation was written by G. Edward Griffin, in his book The Creature From
Jekyll Istund: A Second Look At The Federal Reserve. Griffin writes:

THE COLONIAL EXPERIENCE

Unfortunately, the present situation is not unique to our history. In fact, after
China, the next place in the world to adopt the use of fiat money was America:
specifically, the Massachusetts Bay Colony. This event has been described as "not only
the origin of paper money in America, but also in the British Empire, and almost in the
Christian world.** ‘

In 1690, Massachusetts launched a military raid against the French Colony in
Quebec. She had done this before and, each time, had brought back sufficient plunder to
more than pay for the expedition. This time, however, the foray was a dismal failure, and
the men returned empty handed. When the scldiers demanded their pay, Massachusetts
found its coffers empty. Disgruntled soldiers have a way of becoming unruly, so the
officials scrambled for some way to raise the funds. Additional taxes would have been
extremely unpopular, so they decided simply to print paper money. In order to convince
the soldiers and the citizenry to accept it, the government made two solemn promises: (1)
it would redeem the paper for gold or silver coin just as soon as their was sufficient tax
revenue to do so, and (2) absolutely no additional paper notes would ever be issued. Both
pledges were promptly broken. Only a few months later, it was announced that the
original issue [of paper money] was insufficient to discharge the government's debt, and a
new issue [of paper money] almost six times greater was put into circulation. The
currency wasn't redeemed for nearly forty years, long afier those who had made the
pledge had faded from the scene.

A CLASSIC PATTERN
Most of the other colonies were quick to learn the magic of the printing press,
and the history that followed is a classic example of cause and effect: Governments

* Emest Ludlow Bogart, Economic History of the American People, page 157
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artificially expanded the money supply through the issuance of fiat currency. This was
followed by legal tender laws to force its acceptance. Next came the disappearance of
gold or silver coins which went, instead, into private hoards or to foreign raders who
insisted on the real thing for their wares. Many of the colonies repudiated their previous
money by issuing new bills valued at multiples of the old. Then came political discontent
and disobedience. And at the end of each cycle there was rampant inflation and
economic chaos . .

Mr. Griffin's excerpt illustrates just a small sample of the deceitful monetary
practices that occurred prior to and contemporancously with the founding of our country.
Whether we are talking about the year 1690 or 1990, the ability of a government or
central bank like the Federal Reserve to increase the money supply without any value to
back it up is a virtual theft of the purchasing power of those bolding the existing money
supply.

How does the preceding explanation about money and monetary systems tie in to
the relationship between the U.S. Govemment, the Federal Reserve, and the Internal
Revenue Service? 1think the best way to describe the process is to provide a couple of
possible scenarios from “real life” to illustrate how it works.

Imagine you have an uncle named Sam, who, unbeknownst to his famity, has a
gambling habit. Sam justifies his gambling habit by convincing himself that if he can
someday win “the big one," then his family will have everything they desire and
everyone will be happy. Sam starts out with small bets which are funded from his
"spending” money. His wife, Cindy, has no idea that her husband is placing these bets
because there is still enough money to pay the bills of the household. Unfortunately,
Sam's gambling activity picks up steam and more money is required to fund it. Although
Sam has convinced himself that his gambling habit is for the good of his family, he is
also painfuily aware that his wife won't stand for spending money in such a risky manner.
Sam decides to turn to a "friend” of his bookmaker who has money to lend.

Filled with good intentions for the future of his family, Sam reasons that
borrowing money from the "friend" to finance his gambling activity will pay off someday
when he wins "the big one” and happiness and contentment will have been achieved.
Sam meets with his "friend," whom we'll call Freddie, to ask for a loan. Freddie is glad
to accommodate Sam and an agreement is reached to borrow some money at a rather high
rate of interest. Despite the rumors Sam has heard about Freddie's method of collectin g
his loans, Sam takes the money and begins to spend it.

After a period of time, Sam still hasn't won "the big one.” In fact, he has
continued to spend not only the money he eamns at work, but all of the money borrowed
from Freddie. Eventually, Sam gets so far behind that he can barely make the interest
- payments to Freddie. Freddie meets with Sam and tells him he is falling behind in his
payments. Freddie further advises Sam that that he (Freddie) doesn't care how Sam gets
the money, only that he gets the money. Sam, who had never before put himself into
such a predicament, begins to panic. Sam knew he was already working two jobs to pay
the bills and be couldn't think of any legal way to get the money.

In desperation, Sam decided to tumn to the process which Freddie seemed to use so
well - fear and intimidation. Sam, knowing full well that doing so is unethical, immoral,
and illegal, begins to harass, intimidate, and threaten others into paying him money so
that he can, in tumn, repay Freddie.

Sam'’s slide from hard working father to intimidating thug is very much like the
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predicament that the U.S. Government finds itseif in. Despite the possibility that the
original intentions of government officials were good, all the good intentions in the world
can't stop the downward spiral of spending borrowed money in the hope that "the big
one” will pay off our debts and lead to us to eternal happiness. Sam represents, of course,
Uncle Sam, the United States. Cindy represents the citizens of the U.S., who possess a
general lack of understanding of the process by which the bills get paid, as well as an
inability to see how the bread winner, the U.S., is belping to finance its own destruction.
Freddie represents the Federal Reserve banks, all too willing to lend money to those who
want to borrow. With all the financial pressures inherent in excessive borrowing, Sam
becomes his own tax collector, taking money from others, with little or no regard for the
morality, ethics, or the law, in order to repay his debts.

The following scenario will further explain the relationshi p between the U S.
Government, the Federal Reserve, and the Internal Revenue Service. It should also help
destroy the myth that the federal income tax money paid to the Internal Revenue Service
pays the "bills” of the United States.

Imagine you have a brother named Carl. Carl works very hard but he isn't paid
very much because he has been in a dead end job for quite a while. Carl's main problem
is that he has never been very sophisticated about financial matters. You begin to notice
that Carl is driving around in a car that is much nicer than yours is. Carl also is wearing
clothes that are much newer than yours and buying houschold items that are much fancier
than yours. You make significantly more money than your brother Carl and you wonder
where he found the money to buy all these nice things,

You decide to confront Carl about his newfound "wealth.” He expiains to you
that he received a series of credit card and loan applications in the mail telling him that he
had "excellent credit” and had been "pre-qualified” to borrow money. Carl felt very
proud that he had eamed such a good credit rating and, not knowing better, quickly filled
out the applications. Within a few weeks, Carl received a number of different credit
cards. Each card gave Carl the opportunity to get a "cash advance” by simply cashing a
check. Carl cashed all the cash advance checks up to his credit limit - $15,000. He used
the money from the cash advances to buy a used car for $10,000 and spent the remaining
$5,000 on new clothes and household appliances.

After you catch your breath, you tell Carl what a terrible mess he has put himself
in. You explain to him that in a very short time, his buy now and pay later spending
practices will lead him to financial ruin. You explain to Carl that, before he was in debt,
his paycheck was his 10 spend as he pleased. He could pay the bills necessary to keep
food on his table and a roof over his head. Any lefiover money could be spent on
- "luxuries.” You ask Carl where he is going to get the money to pay the interest on his
debts and he tells you he has no idea. You tell Carl that he will be working overtime just
to afford to pay the interest on the material things he has purchased His purchases are
going to get old, wear out, and break down yet he will be paying off the debts for years to
come. His free time will virtually disappear. Worse yet, based on his earning potential,
there is virtually no possibility of paying back the original debt itself, let alone keep up
with the interest payments.

This somber talk with your brother Carl is, again, very much like the predicament
that the U.S. Government is in. Contrary to popular belief, federal income taxes do not
pay the "bills” of the United States. Like Carl, the U.S. Government has taken "cash
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advances” by selling government bonds to the Federal Reserve. In exchange for those
government bonds, which are really nothing more than a promise made by the U.S.
Government that your taxes will pay the debt, the Federal Reserve System issues
“checkbook™ money which the government uses to pay for its programs. Like Carl, the
U.S. must pay these bonds (cash advances) back with interest The U.S., which consists
of tens of millions of citizens with earning potential, is responsible for paying back these
cash advances with interest. The finite earning potential of the citizens of the U.S. means
that, like Carl, the best citizens can hope for is to pay interest on the bonds (cash
advances) of the U.S., but never the principal (the debt itself).

When the effects of the Sam scenario and the Carl scenario are analyzed together,
the precarious position of the average American comes into clearer view. Officials of the
U.S Government, in power at the turn of the century, with intentions we may never be
sure of, instituted a process whereby the U.S. Government could *borrow" an almost
endless supply of “fiat™ money to finance its operations. In order to pay the interest on
the debt resulting from this endless supply of fiat money, the labor and future eaming
potential of the American people was put up as "collateral” for the loan. Now is a good
time to repeat the words of Beardsley Ruml, one-time chairman of the Federal Reserve
Bank of New York:

The necessity for a govemment to tax in arder to maintain both its independence and its
solvency is true for siate and local governments, but it is not true for a nationai gOvernment,
Two changes of the greatest conscquence have acourred in the last twenty-five vears which have
substantially altered the position of the national state with respect to the financing of its current
requircments. (Emphasis added)

The first of these changes is the gaining of vast new experience in the management of
central banks,

The second change is the climination, for domestic purposes, of the  convernbility of the cwrency
tnto gold.

What Rumt is saying, in effect, is that with an endless supply of borrowed funds,
it is not necessary to tax in order to run the government. Put another way, the Federal
Reserve’s ability to create fiat money and the U.S. Government’s ability to borrow it
provides all the money the government could need to operate. Upon reviewing
Congressman Ron Paul’s quote at the beginning of the chapter, you will see that both men
are saying virtually the same thing. But where does this "endless supply of money" come
from, how does the process work, and how did the U.S. Government get so far in "debt?"

The "endless supply of money™ available to the U.S. Government comes from a
central bank commonly known as the Federal Reserve. Unfortunately, due to economic
realities that have existed since the beginning of civilization (the realities of intrinsic
- value discussed previously), each time the U.S. Government accesses this money supply,
every holder of U.S. dollars feels the inflationary pinch. Worse yet, the government
repeatedly comes back to borrow more. Each time it docs, the pressure to collect more
taxes to pay interest on the debt increases. How.does the U.S. Government and the
Federal Reserve win and the American people lose when this endless supply of money is
tapped?

Simple. The U.S. Government wins because it can spend money almost without
limit and it doesn't have to immediately raise taxes to do it. The Federal Reserve wins
because it can charge interest on money it literally creates "out of nothi ng" The
American people lose in the following way. As inore dollars (pieces of paper, checkbook
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money, savings account money) are pumped into the monetary system via government
spending or other bank borrowing, the value of each dollar becomes worth less. Think of
it like a pie. If a pie is worth $10.00 and it is split into 4 pieces, each holder has a slice
worth $2.50. But if a pie is worth $10.00 and it is cut into 2 1000 pieces, each holder has
a slice worth one penny. No matter how many times you slice the pie, the value of the
whole pie never exceeds $10.00, but the value of the individual slices depends on how
many slices have been cut.

Our monetary system is very similar, although the numbers go into the trillions
and beyond (the pie has been sliced too many times). Money, when backed by something
of value like gold, should generally be equal to the value of goods and services produced,
just as it was in the olden days when people hunted and farmed for their own food. Iftwo
people are trading goods or services, they will accept something of equal value in trade -
that concept is timeless. If someone has two horses and the going rate for a horse is ten
ounces of gold, someone who wants a horse will have to pay ten ounces of gold for the
borse. Would the seller of the horse prefer to receive ten paper notes backed
(redeemable) by gold, or would the seller just accept ten paper notes hot off the printing
press not backed by anything? Given the choice, any intelligent person would accept the
paper notes backed by gold.

As mentioned previously, our nation's founders had experienced how the ability
to print paper money with no value cheated the citizenry. Did the political leaders in
colonial times know that printing worthless paper money cheated the citizens and taxed
them deceitfully by reducing the purchasing power of each of their dollars? One U.S,
Congressman from the late 1700s had this to say about the process:

Do you think, gentlemen, that T will consent to load my constituents with taxes, when we
can send to our printer, and get a waggon [sic] load of money, one quire of which will
pay for the whole!®

Are you beginning to understand the concept of fiat money and how the creation
of more of it (inflating the amount in circulation) is a hidden tax on you? Eachtime
there is a net increase in the money supply due to government (or bank) borrowing, each
dollar buys a little bit less. Consumers are under the false impression that prices continue
to rise because someone is gouging consumers by overcharging them and keeping the
profit. However, the primary reason that prices continue their u pward trend is because,
over time, inflation of the money supply has eaten away at the value of each dollar and,
thus, it takes more dollars to produce a product or service than it did before.

If it takes more dollars to produce, say, a loaf of bread, the seller of that loaf of
- bread must ask for more dollars when he selis it or he will go out of business. The value
of the labor and materials needed to produce the loaf of bread didn't change; only the
value of the money that paid for the labor and materials chan ged. In our contemporary
banking and monetary system, prices don't generally increase because the intrinsic value
of the product increases, prices increase because the value of the money used to buy the
product decreases.

Some may recall the $40 billion Mexican "bailout” a few years ago. How many

$ William M. Gouge, A Short History of Paper Money and Banking in the United States, Part ILp 27,
Philadelphia, T.W. Ustick, 1833
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Americans remember the $2.3 billion New York City bailout, or the $9 billjon
Continental Illinois bailout? How about the estimated $500 billion cost to American
taxpayers for bailing out the savings and loan industry? There are hundreds and hundreds
of billions more spent on bailouts, foreign aid, and other government programs too
numerous to list here. Where does the money to pay these staggering costs come from?
Does it come from taxes? Would the American people knowingly and willingly foot the
bill for these staggering expenditures?

The "money” to pay these outrageous costs comes from a "printing press," or
more accurately, from the ability of the Federal Reserve System to create money and the
willingness of the U.S. Government to borrow it. However, with the magic of the
Federal Reserve System, technology has replaced the printing press with computerized
entries in bank ledgers. William Greider, author of Secrets of The Temple: How The
Federal Reserve Runs The Country, describes the process as follows:

The Federal Reserve System operated like the modern equivalent of the king's keep - a
separaic storehouse alongside the private economy and independent of its forces. But the
Fed could influence the financial flows inside the plumbing with two tiny valves-mere
pinpricks in size compared to all the wealth in circulation. One valve was the Discount
window at each of the twelve Federal Reserve Banks, where commercial banks routinely
borrowed hundreds of millions, even billions, every day to make up for temporary
shortages in their required reserves. The other, more important valve was the Open
Market Desk at the New York Federal Reserve Bank in the middle of Wall Street, where
the Fed bought and sold government securities in the open market, in daily transactions
usually running from $500 million up to several billion. In both cases. the Fed created
money with a key stroke of the computer terminal {computer accounting having replaced
"the stroke of the pen”). When the Federal Reserve bought Treasury bonds from a dealer
or lent through the Discount window to a bank, the central hank simply credited the
amount to the bank accourt of the dealer who sotd the bonds or to the bank receiving the
loan. In either case, it did not matter which bank or which dealer got the new money.
Once it was created, it increased the overall money supply and was free to float from one
account to another through the entire banking system. In reverse, when the Fed's Open
Market Desk sold bonds or a commercial bank repaid its Discount loan, money was
extinguished by the Fed. By a simple entry in the ledger, the money was automatically
withdrawn from circulation in the private economy.

Hopefuily, you are beginning to comprehend how the ability of the Federal
Reserve to, as G. Edward Griffin says, "create money out of nothing” affects you and
your ability to make ends meet or to save for your retirement. Your purchasing power
and ability to accumulate wealth are constantly under attack.

As George Jackson Eder states in his book, What's Behind Inflation and How to

-Beat It, "An inflationary rate of 3 percent a year means that the dollar one saves at the age
of twenty will be worth 25 cents when he retires at the age of sixty five." Remember my
comparison to the cop giving you tips about how to avoid being burglarized, robbed, or
mugged? If being deprived of three-fourths of your savings over a lifetime isn't a crime, [
don't know what is! o

[ am sure most everyone has heard the media or the government refer to the word
"inflation” and they often trumpet that "inflation is low” or "inflation is the lowest its
been in years.” Everyone, including me up until recently, seemed to celebrate the
announcement that inflation is "low." But, 've come to learn that (1) low inflation on an
annual basis still adds up to high inflation over a period of years, (2) the system that
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enables this type of inflation to exist is not provided for in the U.S. Constitution, and (3)
the primary reason the money supply is constantly inflated is because of greed and thirst
for power.

As the previous quote from the colontial legisiator points out, our government can
just borrow (print) the money it uses to finance all the programs it conceives of - money
is no object Our government doesn't have to raise taxes (or even collect taxes) to operate
the necessary functions of the government as long as the Federal Reserve has the power
to create fiaf money. The creation of additional fiat money spreads the value of the
money supply to more units (dollars) making each of our dollars worth less {remember
the pie?).

In The Creature From Jekyll Island, Griffin points out how "low" inflation robs
us slowly®, slow enough that we won't notice, but it robs us Just the same:

But now we have arrived, and extreme inflation rates-at least in the absence of
war-would cause public dissatisfaction and be counterproductive. Inflation, therefore,
has now been institutionalized at a fairly constant 5% per year. That has been determined
to be the optimum level for generating the most revenue without causing public alarm.
Five per cent, everyone agrees, is "moderate.” They can live with that. But we tend to
forget that it is 5% per year, forever.

A 5% devaluation applies, not only to the money earned this year, but to all that
is left over from previous years. At the end of the first year, the original dollar is worth
95 cents. Atthe end of the second year, it is reduced again by 5 % leaving its worth a1 90
cents, and so on. After 20 years, the government will have confiscated 64% of every
dollar we save at the beginning of our careers. After working 45 years, the hidden tax on
those dollars will be 90%. The government will take virtually all of them over our
lifetime. Eamed imterest will partially offset this effect but it will not alter the underlying
reality of government confiscation.

EFFECT OF "MODEST" 5% INFLATION

For the past forty years, all the published charts illustrating the decline of the
dollar from such-and-such a date to the "present” show the following type of curve.

$1.00
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3080
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$0.60
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$0.20
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“The Creature From Jekyll Iskand, pp.550-551
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The information I have included in this report is barely a snapshot of the
information available on the subject of inflation and fiat money and it is not new. As I
have shown you, the creation and use of fiat money has been around for centuries. One
of the most famous founding fathers, Thomas Jefferson, in a letter he wrote over 180
years ago, could just as easily have been describing our contemporary taxation, banking,
and monetary systems: _

We must make our election between economy and liberty, or profusion and servitude. If
we run into such debts as that we must be taxed in our meat and in our drink, in our
necessities and our comforts, in our labors and our amusements, ._our people...must come
to labor sixteen hours in the twenty-four, give our earnings of fifteen of these to the
government,...have no time to think, no means of calling our mis-managers to account;
but be glad to obtain sustenance by hiring ourselves out to rivet their chains on the necks
of our fellow sufferers... And this is the tendency of all human governments._.till the bulk
of society is reduced to be mere automatons of misery... And the forehorse of this frightful
team i3 public debt. Taxation follows that, and in its train wretchedness and oppression.

I find it incredible that Jefferson could utter such a statement so many years ago
and, yet, so closely describe the impact of the relationship between the banking system,
the monetary system, and the federal income tax. When Jefferson refers to being "taxed
in our meat and in our drink, in our necessities and our comforts”, I think about how the
hidden tax of inflation corsumes my purchasing power, "taxing” my meat, my drink, and
my comforts. When Jefferson refers to laboring "sixteen hours in the twenty-four” and
giving "our earnings of fifteen of these to the government,” I think about how, in order to
pay federal income tax bills and keep pace with the ever dwindling purchasing power of
federal reserve notes (also known as dollars), two income families have become the
norm, whether those families like it or not.

When Jefferson refers to having "no time to think, no means of calling our mis-
managers to account,” [ think about the growing apathy of the American citizen, unable
to find the time to contact their elected representative, cast a vote, or remedy their
frustration with the system, as they grow more and more weary strugglin g to stay ahead
of the oppressive hidden tax of inflation. When Jefferson refers to the "automatons of
misery,” couldn't he be describing the average American citizen living near the end of the
20th century, wondering why the cost of everything they depend on for survival keeps
going up, up, up?

I was always under the impression that anything having to do with our most basic
constitutional rights or any system having a profound affect on the property of the
American people would have some oversight. After reading the Congressional testimony

-of William Greider, the Federal Reserve Expert, on October 7, 1993 before the House
Banking Committee, whose book, Secrets of the Temple: How the Federal Reserve Runs
The Country, 1 quoted previously, I'm not so sure:

The veil of secrecy certainly does enhance the mystique surrounding the Fed [Federal
Reserve System] - and the general ignorance about it. Otherwise confidert and
intelligent people - including members of Congress - defer to the Fed's wisdom mainly
because they do not understand it. They are understandably intimidated by its mystery
and power

"Intimidated by its mystery and power?” Our Congress? Can someone tell me
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why our Congress, whom we pay to represent our interests, whom we pay to support and
defend our Constitution, and whom we pay to keep an eye on government operations and
threats to our freedom, should be intimidated by anything in this country? Our Congress
1s not even supposed to be intimidated by the Communist Chinese, by Russia, by
terronsts, drug lords, or dictators. But Greider tells us in sworn testtmony that the U.S.
Congress is intimidated by the Federal Reserve. Should our Congress be intimidated by
an organization which, in concert with U.S. Government agencies, has the power to take
the money in our bank accounts? If the U.S. Congress is intimidated by a powerful
organization like the Federal Reserve, which has no constitutional basis for its existence,
shouldn't we be concerned?

Greider's testimony continues...

...And, as every governor freely acknowledged to me, the Fed also makes mistakes - just
like the rest of us mortals. The difference is that the Fed's mistakes can have devastating
impact on the lives and the fortunes of millions. It can sink viable business enterprises
and force debtors to the wall and put millions of people out of jobs. It can reward some
investors and punish others...

Given these vast powers, it is fatuous 1o pretend that the Federal Reserve can
somehow be insulated from politics. And, indeed it is not. As any candid governor will
tell you, the institution is bombarded constantly with pleas and demands and unsolicited
advice from selected interests. As a matter of style, lobbying the Fed is done more
delicately and discreetly than, say, lobbying Congress or the White House, but the private
and semi-private dialogues surrounding monetary policy go on continuously - between
the Fed and financial markets, banks and brokerages and other major players, both
foreign and domestic.

Lobbying the Fed? Perhaps a re-reading of the U.S. Constitution is in order.
Where does the Constitution even mention the Federal Reserve, or provide for any central
bank to finance the operations of the U.S. Government? The Constitution doesn't
because, as | have told you previously, the partnership between governments and central
banks have led countries down the road to ruin and the founding fathers knew better,
correctly stipulating that Congress "shall have Power To coin Money, regulate the Value
thereof..." (United States Constitution, Asticle 1, Section 8).

Greider's testimony continues...

The cnly players left out of this conversation are the American people and, to a
large extent, their dected representatives. Instead, they are provided a frustrating stream
of evasive euphemisms and opaque jargon and platitudinous generalities and, sometimes,
even downright deception. As more than one Federal Reserve governor confided to me,
it would be difficult - perhaps impossible - for the Fed to have an honest discussion of
monetary policy with Congress or the public because the level of ignorance is so
profound.

In other words, if you are serious about reforming the Federal Reserve, you will
necessarily have to think about changing more than the institutional behavior of the Fed.
The lack of accountability is not simply a function of Fed mystique. Among elected
politicians, there is also a widespread willingness not to know or understand. In faimess
to Congress, the news media encourages this deference by promoting the comventional
wisdom about the institution. Any politician who dares to become a critic can count upon
damaging attacks from both editorial writers and news reporters . . .
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Frankly, the Fed does not even have to confront intelligent scrutiny from
those the people have elected to represent them. That is, the Congress. In my
expetience, congressional oversight hearings are usually a dispiriting mixture of
posturing and bile and trick questions that the Federal Reserve governors find quite easy
to fend off. It is hard to take most of the congressional questioning seriously and not
surprising that many at the Federal Reserve do not.

Wright Patman [former member of the House of Representatives who was
poisoned in 1974] once referred to the existng arrangement as "a car with two drivers. "
One driver has a foot on the gas, the other on the brake. He meamt that the fiscal policy
of spending and taxation is controlled by Congress and the Executive, while the money
and credit policy is controlled by the central bank. These two levers interact powerfidly
with one another - sometimes with contradictory results _ .

In 1981, when Congress passed the Reagan economic program, the massive tax
cuts and defense build-ups were powerfully stimulative to the economy. But the Federal
Reserve was simultaneously embarked on the opposite course: suppressing economic
growth with extraordinarily high interest rates in order to squeeze out price inflation. . the
stark fact is that the government was pushing the national economy in opposite directions
at once. The car with two drivers wound up in a ditch - first deep recession, then an
awesome accumuiation of debt - and we are effectively still in it. (Emphasis added)

The Federal Reserve "does not even have to confront intelligent scrutiny from
those the people have elected to represent them?” Remember, Greider wrote a book
consisting of almost 800 pages about the Federal Reserve and part of the title says "How
The Federal Reserve Runs The Country.” 1 tend to think he knows what he is talking
about when it comes to the power of the Federal Reserve. Perhaps it is clear to everyone
but the average American who it is that runs the economic show in Washington, D.C.

What drives me crazy is that banks, financial advi sors, authors, and the media are
constantly advising us about "staying ahead of inflation" or investing in a way to
minimize the "effects of inflation.” Why do these "experts" talk about inflation as if it is
a foregone conclusion? Rather than tell us how to minimize the ravages of inflation, why
don't they help rid us of inflation - at least the massive inflation caused by the U.S,
banking and monetary system?

Will the American people wake up and realize that inflation of the money supply
is not meant to benefit them? Will the American people realize that inflation operates to
exploit them by taking their property (hard earned money) without their consent?
Remember the Sth Amendment? It was meant to protect Americans from being
“deprived of . . . property, without due process of law."

Like millions of Americans, I have felt the constant pinch of inflation but never
really understood why it existed. What I've learned thus far about fiat money and the
Federal Reserve System has educated me as to why millions of Americans have felt that
pinch so painfully. Read what a recognized expert on monetary policy, Alan Greenspan,
said in a July 1966 article in The Objectivist entitled Gold and Economic F; reedom, years
before becoming the Chaimnan of the Federal Reserve System:

The abandomment of the gold standard made it possible for the welfzre statists to
use the banking system as a means to an unlimited expansion of credit...

The law of supply and demand is not to be conned. As the supply of money (of
claims) increases relative to the supply of tangibie assets in the economy, prices must
eventually rise. Thus the eamings saved by the productive members of the society lose
value in terms of goods. When the economy’s books are finally balanced, one finds thar
this loss in value represents the goods purchased by the government for welfare or other
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purposes with the money proceeds of the government bonds financed by bank credit
expansion. .,

In the absence of the gold standard, there is no way to protect savings from
confiscation through inflation. There is no safe store of value. If there were, the
govemment would have to make its holding illegal, as was done in the case of gold... The
financial policy of the weifare state requires that there be no way for the owners of wealth
to protect themselves.

This is the shabby little secret of the welfare statists' tirades against gold. Deficit
spending is simply a scheme for the "hidden™ confiscation of wealth. Gold stands in the
way of this insidious process. It stands as a protector of property rights. If one grasps this,
one has no difficulty in understending the statists' antagonism toward the gold standard.’

Apparently, Mr. Greenspan was not successful in holding on to the opinions he
expressed in the late 60s. As the current Chairman of the Federal Reserve, he knows,
only too well, the "shabby little secret

Incredibly, one of the "benefits" touted by supporters of the central banking in
general, and the Federal Reserve System in particular, is its ability to "control” inflation.
Unfortunately, this "benefit" is just another one of those long forgotten promises that was
soon broken. Just in case you thought Alan Greenspan was the only Federal Reserve
Chairman to spell out the downside of creating money without any intrinsic value (fiat
money), read what Paul Volcker, Federal Reserve Chairman appointed by President
Carter, said about the subject:

It is a sobering fact that the prominence of central banks in this century has coincided
with a general tendency towards more inflation, not less. By and large, if the overriding
objective is price stability, we did better with the nineteenth-century gold standard and
passive central banks, with currency boards, or even with free banking.* The truly
unique power of a central bank, after all, is the power to create money, and ultimately
the power to create money is the power to destroy."* (Emphasis added)

If we simply stop and think about it, we really don't need Federal Reserve
chairmen to tell us what we have experienced throughout our lives. Each year, prices
inch a litde higher, more Spouses must enter the workforce to pay the bills, breadwinners
must work longer hours just to keep up, we all must go deeper into debt to afford the
same standard of living, and those of us who desire children must opt for only one or two
because of the ever increasi ng cost of raising them. As we work more hours and go
deeper in debt, we are able to spend less time watching our own children as well as the
neighborhood children - and society continues to unravel.

As society continues its downward spiral, politicians, either clueless to the root
cause of the problem or lacking the courage to address it, pass more laws to "protect” us.

-Unfortunately, the politicians, as representatives of the mostly apathetic and uninformed
constituents they "serve,” are only too willing to attack the symptoms (breakdown of

it impossible for us to keep up). Where does that process lead us? Simple. To a police
state - and we've gone a long way towards that police state.

’Gold and Economic Freedom, by Alan Greenspan, in Capitalism: The Unrknown Ideal,
ed. Ayn Rand, New York, Signet Books, 1967, p. 101
* Marjorie Dean and Robert Pringle, The Central Banks, Viking Penguin, Forward p.1
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The American people have given up a great deal of freedom and privacy in the
war on income tax evasion, the war on drugs, the war on monrey laundering, and the war
on guns. Is there 2 pattern? The good people are consistently "asked" to sacrifice their
freedoms and liberties to fight "wars" against these various evils, Despite those
sacrifices, the evils continue to worsen. The end result is that the evils remain, our
freedoms are gone, and the United States of America becomes a country future
generations read about in the history books under "lost civilizations."

A superb way has been created, via the Federal Reserve Act of 191 3, to tax you in
a way you don't understand, without sending you a tax bill, without receiving a tax return,
without passing proper tax increase legislation, and without putting a gun to your head.
Unfortunately for the American people, each and every time the U.S. Government
"borrows" from the Federal Reserve it causes inflation of the money supplv which
diminishes the value of each of our dollars, hence the term hidden tax. The U.S.
Government gets an endless supply of money which i ndirectly comes out of your pocket
and because few Americans understand the process, the process continues unabated.
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CONCLUSION

As I stated in the introduction, the purpose of this preliminary report is to bring
these allegations to the attention of American citizens and government officials in order
to generate discussion and debate. As this 1™ Edition goes to publication, I can only hope
that citizens who read this report will use this information to better educate themselves
about the law so that they will be better equipped to obey it without waiving any of their
constitutional nghts. Citizens must also educate themselves, their friends, and their
relatives about the U.S. Constitution and the timeless protection it offers against tyranny
—protection that is only effective if it is understood and utilized. I can only hope that
local, state, and federal government officials, who have taken an oath to support, defend,
preserve, and protect the U.S. Constitution will also educate themselves about the law
and the Constitution so that they wili be better equipped to administer it without violating
constitutional rights,

During my investigation into these issues, | encountered many freedom loving,
patriotic Americans and groups who possess a great deal of knowledge about the U.S.
Constitution, State Constitutions, the federal income tax, and other important subjects. If
the information contained in this preliminary report has increased your desire to learn
more about the U.S. Constitution, your rights, and other related topics, please refer to the
appendix to this report which lists each person or group and how you can get in touch
with them. [ encourage you to contact them! The information they can provide is
invaluable to preserving our freedom.
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AL REVENUE INVESTIGATION

Mr. CURTIS. So in comparing the number of men in the top echelon who would
supervise the people in the feld, that varies from district to district?

Mr. Avis. That is true. In some districts where we do not have very much of a
permissive problem, we would not have as many permissive supervisors.

Mr. CURTIS. What is a permissive problem?

Mr. AviS. That is your tax problem, your regulatory problem, your regulation of
your industry; that is what we refer to generally as the permissive side, that is,
distinguished from the law enforcement.

Chairman KgaN. They are classified differently?

Mr. Avis. Depending no the job they do. For example, take in the Denver district
and the Seattle district, the problem there does not correspond to the Louisville
district, for example, which is a large distilling center, and in Indiana and
Kentucky, and consequently they are not graded as high.

Chairman KEAN. You still have the same title, but not the same grade and
salary?

Mr. Avis. That is right, sir.

Chairman KEAN. And the staff is much smaller in one area than in another?

Mr. AVIS. Much smaller, and that applies to rank and file, of course, as well as to
intermediate supervisory positions.

Chairman KEAN. The only reason some of these areas exist are for geographical
reasons, and otherwise you would probably make it a lot bigger to cover more
territory; but for geographical reasons you have to bunch them close together,
some of the smaller ones?

Mr. Avis. That is true, sir.

Mr. CURTIS. | have one more question. What type of alcohol and liquor tax
problem would be referred to the Bureau of Internal Revenue generally, and not
be confined to and finally dispased of in the Alcohol and Tobacco Tax Division?

Mr. Avis. I do not believe there is any.

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
commlssioners,

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 voluntary tax end your
liquor tax is 100 percent enforced tax. Now, the situation is as different as night and
day. 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,
because of the very nature of it, than the rest of the overall tax problem.




Privacy Act and Paperwork Reduction Act Notice

The Privacy Act of 1974 and Paperwork Re-
duction Act of 1980 say that when we ask
you for ifformation, we must first tall you our
iegal right to ask for the information, why we
are asking for it, and how it will be usad. We
must also tell you what could happen if we
do not recaive k and whether your responss
is woluntary, requirad to obtain a benefit, or
mandatory under the law.

This notice applies to tax returns and ary
papers filed with them. it also apples to any
questions wa need {0 ask you 50 we can
complete, comect, of process your retum;
figure your tax; and coliect tax, interest, or
penalties.

Ouwr legal right to ask for information Is
Intemal Revenue Code sectlons 6001, 6011,
and 6012(a) and their regulations. They say
that you must file a retumn or statement with
us for any lax you are kable for. Your re-
sponss is mandatory under these sactions.
Code section 6109 and its regulations say
that you must show your soclal security
number on what you file, This is 50 we know
who you are, and can process your retum
and papers. You must fill in all parts of the
tax form that apply 4o you. But you do not
have to check the boxes for the Presidentlal
Election Campaign Fund.

Wa ask for tax retumn Information to camy
out the 1ax laws of the United States. We
dn?ed it to figure and collect the right amount

tax.

We may glve the information to the De-
partment of Justice and to other Federal

Estimated Preparation Time

agencies, as provided by law. We may also
give it to cities, states, the District of Colum-
bia, and U.S. commonwealths or posses-
sions 1o carry out their tax iaws. And we may
give it to foreign governments because of tax
treaties they have with the United States.
H you do not file a retum, do nat provide
the information we ask for, or provide fraud-
ubentt information, the law says that you may
be charged penalies and, in certain cases,
you may be subject to criminal prosecution.
Wa may also have {0 disallow the examp-
tions, exclusions, cradits, deductions, or ad-
justments shown on the tax retum. This
could make the tax higher or delay any
refund. Interest may alsoc be charged.
Pleasa keep this notice with your records.
i may help you f we ask you for other infor-
mation. if you have questions about the rules
for flling and giving information, pleass cal
of vigit ary Infernal Rewenue Service office.

The Time It Takes To Prepare
Your Retum

Wo try to create forms and Instructions that
are accurate and can be saslly understood,
Oftan this |s difficult to do because some of
the tax {awe enected by Congress are very
complex. For s0me peopls with income
mostly from weges, filling out the forms is
easy. For others who have businesses, pen-
sions, stocks, rental Incorme or other invest-
ments, & s more dfficult,

The time needed to complete and file the following forms will vary depending on
individual circumstances. The estimated average times are:
Copying,
Learning assembling,
about and sending
the law or Preparing the form
Form Recordkeeping the form the form to the IRS
Form 1040 3 hr., 8 min, 2 hr,, 31 min. 3 hr., 23 min, 41 min,
Sch, A {1040) 2 hr., 32 min. 25 min. 1 tr., 9 min. 27 min.
Sch. B {1040) 33 min. 9 min. 17 min, 20 min.
Sch. C {1040} 6 hr.,, 13 min, 1 hr., 3 min. 1 hr., 57 min. 25 min,
Sch. D (1040} 51 min, 54 moin. 1 hr., 7 min, 41 min.
Sch. D-1 (1040} 13 min. ---- 13 min. 35 min,
Sch. E (1040} 2 hr., 52 min, 1 hr., 6 min, 1 hr., 16 min. 35 min.
Sch, EIC (1040) 40 min. 18 min. 51 min. 55 min.
Sch. F (1040):
Cash Method 4 hr., 2 min, 34 min. 1 tv., 19 min, 20 min,
Accrual Method 4 hr,, 22 min. 26 min. 1 hr., 20 min. 20 min.
Sch. R (1040 20 min. 16 min. 21 min. 35 min.
Sch. SE (1040}
Short 20 min. _13 min. 10 mon. 14 min.
Long 26 min. T T 20 min.
Page 4
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We Welcome Comments on Forms

if you have comments concermning the accu-
racy of these time estimates or suggestions
for making these forms more simpls, we
would be happy to hear from you. You can
mwmwmm

DC 20224, Attertion: IRS R
ports Clearance Officer, T:FP; and the
of Managemant and Budget,
Raducton Project (1545-0074), Washington,
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A Note From the Commissioner

Dear Taxpayer:

| thank each of you reading this letter
for doing your part to keep our tax
system the finest in the world. It works
well because so many of you do your
best to pay your fair share. As countries
around the world embrace our way of life,
it is a reminder that government in a free
country can only be financed through
voluntary compliance and the support of
the public it serves.

We have been working for many
months to make this filing season the
best ever. This will mean prompt refunds,
accurately filed and processed returns,
tax forms when and where you need
them, and the nght answers and
assistance from courteous, respectful
employees. Electronic filing is now
available for everyone. We're testing
exciting new approaches by letting
certain taxpayers file by telephone and by
doing the math for taxpayers who ask for
our help.

| also want to make clear our
commitment to a decade of fundamental
change. Your government must simpiify

the tax law. We must make it far easier to
deal with the IRS. All of you who try to
pay your fair share have every right to
expect that the IRS will make sure others
do the same. As citizens who “own” the
government, you should insist that we
make the best use of your tax dollars.

We are dedicated to reaching these
goails. The journey requires us to
modernize our computer systems; to help
taxpayers do what's right in paying what
they owe; to meet the highest standards
of quality; to promote the highest ethical
standards; and to assure diversity in our
work force.

You have every right to demand that
we deliver. | think we’re making progress.
With your support and oversight, we'll get
there. Don't settle for less.

7T

Fred T. Goldberg, Jr.

Recycling

The tax fooms and instructions you received an
community has a recycling program, please recyc
return and any worksheets you used for your reco
to use recycled paper for all of its forms and instr

Thstruerods For

er. If your
FoRm o 4L py of your
rvice tries
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Fast Filing

Last year over 7.5 million people filed their tax returns electronically by computer. Electronic
filing is a fast and accurate way to file your return with the IRS. If you are expecting a
refund, it will be issued within 3 weeks from the time the IRS accepts your return. If you
have your refund directly deposited into your savings or checking account, you could
receive your money even faster. Even if you are not expecting a refund, electronic filing is
still a fast and accurate way to file your return.

Many professional tax preparers offer electronic filing in addition to their preparation
services. A paid preparer must sign your Form 8453, U.S. Individual Income Tax Declaration
for Electronic Filing. Even if you prepare your own return, a preparer or transmitter in | your
area can file your retum electronically for you. For more info — e
see Tele-Tax Information in the index {topic no. 112).




A Note From the Commissioner

Dear Taxpayer:

As the Commissioner of Internal Revenue,
| want to thank you on behaif of the
government of the United States and every
American citizen. Without your taxes, we
could not provide essential social services:
we could not defend ourseives; we could not
fund scientific and health care research.
Thank you for paying your taxes.

You are among the millions of Americans
who comply with the tax law voluntarily. As a
taxpayer and as a customer of the Internal
Revenue Service, you deserve excellence in
the services we provide; you deserve to be
treated fairly, courteously and with respect;
and you deserve to know that the IRS wil
ensure that others pay their fair share.

To fulfill our responsibilities to you, we are
making major changes in the way we conduct
our business. Under our new philosophy of
tax administration, known as Compliance
2000, we are reaching out to provide
education and assistance to taxpayers who
need our help. One program is dedicated to
bringing non-filers back into the system. We
will work with every American who wants to
“get right” with the government, At the same
time, we will direct our enforcement efforts
toward those who willfully fail to report and
pay the proper amount of tax. Al must pay
their tair share, just as you are doing.

We realize that the tax taw is complex and
sometimes frustrating. We want to do what
we can to make tax time easier for you. To
that end, we are simplifying our forms and

procedures to reduce the burden on
taxpayers. This year, we revised the tax tabie
so that more taxpayers can simply look up
the tax they owe instead of doing the
arithmetic. Also, if you have a small business,
check to see whether you can file new
Schedule C-EZ, where taxabile profit is
computed in only three lines.

Don't forget the option to fite your tax
return electronically. Electronic returns are
more accurate and you can get a faster
refund.

Our goal is to transform the tax system by
the end of this decade. To achieve the
excellence in service that you deserve, we
are literally “reinventing” the Internal Revenue
Service, making our internal organization
more efficient and less bureaucratic. As we
improve our organizational structure, we also
will do a better job of serving our customers,
the taxpayers. We believe in accountability.
Please let us know if you have any
suggestions for ways to improve our service
to you.

Thank you again for your dedication to our
country.

%ﬂ%

Shirley D. Peterson

Fast Flling

Last year, over 10 million people filed their tax returns electronically by computer. Electronic filing
is a fast and accurate way to file your return with the IRS. If you are expecting a refund, it will be
issued within 3 weeks from the time the IRS accepts your return. If you have your retund directly
deposited into your savings or checking account, you could receive your money even faster. Even
if you are not expecting a refund, electronic filing is still a fast and accurate way to file your return.

Electronic filing is available whether you prepare your own return or use a preparer. In addition
to many tax preparers, other firms are approved by the IRS to offer electronic filing services. An
approved transmitter must sign your Form 8453, U.S. Individual Income Tax Oeclaration for
Electronic Filing. For more details on electronic filing, see Tele-Tax (topic no. 112) on page 28.

Another way to file your return with the IRS is to file an “answer sheet” return. This return, called
Form 1040PC, can be created only by using a personal computer. it can be processed faster and
more accurately than the regular tax return. A paid tax preparer may give you Form 1040PC to sign
and file instead of the tax return you are used to seeing. If you prepare your own return on a
computer, you can produce Form 1040PC using one of the many tax preparation software programs
sold in computer stores. The form is not available from the IRS. For more details, see Tele-Tax (topic
no. 106} on page 28. ) o .
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Dear Taxpayer:

Thank you for making this nation's tax
system the most effective system of
voluntary compliance in the world. The
key to maintaining that system is ensuring
that you are treated fairly and equitably,
that your privacy is protected, and that
our tax system is as simple and
understandable as possible.

Our challenge is to consistently deliver
services to meet your needs while fairty
administering the tax laws. To do that, we
are modernizing our technology, while
making sure that taxpayer security and
privacy will be fully protected. We are also
offering alternative ways of filing taxes,
such as electronic filing. We have
increased information and education
efforts to help improve compliance, but
wa are also using traditional compliance
efforts—examination, coilection and
criminal enforcement—so that each
parson pays what he or she properly
owes to support the vital functions of our
government.

As Commissicner of Internal Revenue, |
am personally committed to working
toward developing a simple and more
easily administrable tax system. We will
treat you fairly, courteously, and
efficiently, and we will do all we can to
bring those who do not pay their fair
share into full compliance with the tax
laws of cur nation.

WWE‘W

Margaret Milner Richardson

Fast Flling

Last year, over 12.3 million pecple filed their
tax returns electronically by computer.
Electronic filing is a fast and accurate way
to file your return with the IRS. If you are
expecting a refund, it will be issued within
3 weeks from the time the IRS accepts your
return. If you have your refund directly
depcsited into your savings or checking
account, you could receive your money
even faster. Evan if you are not expecting
a refund, electronic filing Is still a fast and
accurate way to flle your return.

Electronic filing |s available whether you
prepare your Own return of use a preparer.
In addition to many tax preparers, other
firms are approved by the IRS to offer elec-
tronic filing services. An approved transmit-
tar mist <ion wvour Form 8453, U.S.

ix Declaration for

LY

Electronic Filing. For more details on alec-
tronic filing, call Tele-Tax (see page 30) and
listen to topic 252,

Another way to file your return with the
IRS is to file an “answer sheet" return. This
return, called Form 1040PC, can be
created only by using a personal computer.
It is shorter than the regular tax return and
can be pmocessed faster and mora
accurately. A paid tax preparer may give
you Form 1040PC to sign and file instead
of the tax return you are used to seeing. If
yOu prepare your 0wn return on a compiter,
you can produce Form 1040PC using one
of the many tax prepamtion softwara
programs sold in computer stores. The
form is not available from the IRS. For more
details, call Tele-Tax (see page 30) and
listen to topic 251.
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Dissatisfaction spurs:
look into tax agency

Rep. Rob Portman, R-Chio, arud
Ser. Bob Kerrey, D-Neb., are co-
chairmen of the National Cormmis-
sion on Restructuring the IRS. They
talked with USA TODAY reporter
Anne Willette ghout what's wrong
with the IRS and how it can be fixed.

¢ Why Is there a2 commission?

Kerrey: It's customer dissatisfac-
Gon, measured in a number of ways
—= taxpayers themselves saying
they're dissatisfied with the service.

Q= Doesnt some of that come
from having to pay taxes?

Portman: No one likes to pay taxr-
es, byt ... there’s the concern thar
taxpayers’ dollars are not being used
wisaly. In this computer snafu, the

ployees, there is not that focits on the
taxXpayers as custormer.

Q- Whar's the root canse of the
IRS problems?

Kerrey. We've got a good Internat
Revenue Service compared o other
nations ... The root cause for me is
the way we organize the effort
You're talking about an agency that
is 50 different than any other agency
in government It is a seasonal bysi-
ness. It touches every single Ameri-
can househoid. And it’s an annual
evenr, it's a constant — you know
these taxes are going to come due,
and it funds everything else we da,
... This country can't get along with-
out the tax-collection agency. It is vi-
tal to every other agency. Thus, it's

calling out for, partic-

By T Oulict, U TODAY
m&n&cblumy left, and Rap. Rob
Portman co-char the IRS restructuring commission,

number may be $4 billion, it may be
33 billion, but regardless, it's a huge
number, and when we're trylng to
balapnce the budgets and make hard
decisions in terms of helping these

. most in need, to have a waste of tax-
pewhmdsﬂkeumhmuydiscmr-_

agng.

(. The commission’s goal [s to
“ensure the American public’s falth
in its government to collect reve-
me in a falr and courteous man-

per.” Why does being falr and conr-
teom mafter?

__—-——-’Kurerlt'snvulumarysystem.lr

peopie don’t perceive it to be fair,
people will not voluntarily comply.
We are struggling to maintain
ground on voluatary compliance,
Partman: One of the challenges
thncnmnnsaonhassmbegmapm-

cess, . _of the culture of the
IRS And by that [ mean a culture
that encourages ... doing things in-

hamubohngmde for exper-
tise, an imsular culture, a secretive
culture, but also a culture where, at
least with regard to some IRS em-

ularly given the cid-
zen attitude toward it,
a fundamental reas-
sessment of how ir's

organized.

Q: If the computer
‘system wepe state of
the art, would all
problems be solved?

Kerrey: The tax
systemn moderniza-
don failure is a symp-
tom not a cause.

Portman: The med-
ernization will help us
with regard to taxpay-
er sarvice, The
phones will work bet-
ter, and when you ac-
tually get through,
youl have someone on the other
end who will be able to help you in
regard to your account. If the com-
puterization is successful, it will be
like calling up Visa and saying, “I just
gt a notice, where is my account as
of right now?" .., But even the best
computer system doesn’t solve all of
the problems. ... We're uncovering
50 many other problems — pointing
the finger at Congress — in terms of
simptification and constant change
of the (ax code

Q: If the IRS has s0 many prob-
lems, why do taxpayers fear it?

Ketrey: If I'm an auditor and ['ve
g the power o either injdate the
audit or make the cutcome the ax-
payer’s worst nightmare, the ques-
tion is can [ do that on the basis of not
liking somebody? And the secondary
question is, is there a review process
that enables the citizen to appeal? ...
This i an issye that's been raised 50
many tmes by individuals, small
businesses and (lax-sxempl OrgAni-
zations) that it's deserving of the
COMMission's atenton.
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Information Department  Intemal Number: B7-4

: of the Revonue
notice Treasury Service
April 16, 1987 Filing Form W-4A — "Bwployee's Withholding Allowance
Certificate”

In November 1986, the IRS 1ssued a revised Form W-4, "Employee's Withholding Allowarce
Certificate," due to the changes made by the 1986 Tax Reform Act and because Congress In-
structed IRS to make withholding more accurate. However, some taxpayers felt the Form W-4
required calculations that were too complicated. In response, the IRS has developed a new
form - Form W-4A - that 13 easler to camplete,

Form W-UA 1s a simplified version of the Form W-4 but it does not provide the same
degree of accuracy as the Form W—4. The Form W-UA is shorter than the Farm W-4, Just two
pages instead of four and instructions have been reduced to six short paragraphs.

- Taxpayers who claim only personal exemption allowances rneed to complete only

the first page.

- The front page 13 also for taxpayers who claim exemption for age or blindness or at
least $1500 of child or dependent care expenses.

- Worksheets are provided on page 2 for taxpayers who claim allowances for Iltemized
deductions and for two-earner couples or taxpayers wlth two jobs.

- If you have more than one Job or a working spouse and your combined eamings from
all Jobs exceed $25,000 (or $15,000 if you are married filing a joint return), use the
Two-Earner /Two-~Job Workaheet.

The IRS will not impose penalties for underpayment of estimated tax for 1987 on
taxpayers who are underwithheld with respect to thelr wage income after having made a good
faith effort to adjuat withholding on Form W-4A or Farm W-4,provided the Form 1a
turned in to employers by June 1, 1987, Attached for your assistance 1n checking your tax
withholding 1s a copy of Publication 919, "Is My Withholding Correct?” We urge you to
recheck your Form W-Ii to assure that your withholding closely matches the tax you expect
to owe for the year.

A copy of the Form W-U4A 1a attached. Please go to your local Personnel Office to
obtain additional coples of the Farm if needed.

Taxpayer Service 1s producing a video tape with updated instructions on completing the
rew Form W-iA. This video will be distributed to the field offices and avallable to IRS
employees in April 1987. '

If you have_already filed yowr Farm W-I and your withholding 1= correct, you need not
flle agsin, employees have already helped the Service to set an example by
f111ng their/ Form W~4. Wedirge yowto join them so we can achleve 100% participation from
IRS employeds and set an example|for the rest of the country!

mary ’ Urge Yoo 7 W‘\\ML

wry re7 ol 7 Willlam M. Caine
Director, Human Resources Division

('.U*\,Y net
(i o?
juie Yot

Attachments

Form W-UA
Publication 919

Oistribution:  £i1e 2: All Brployees
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Did You Know
There's something YOU can do aboul taxes?
There's something very good you can do
about taxes. You can help people in your com-
munity wha need assistance with their tax re-
turns. You'll get free IRS training, and there’s on-
the-spot satisfaction you receive again and again
as a VITA volunteer using your knowledge to
help other people.

You and

Volunteer Incoma Tax Assistance

As a VITA volunteer, you'll help people who
probably need tax help the most...those with a
low to limited income, individuals with disabilities,
non-English-speaking, and elderly taxpayers.
And you'tl be giving the help at convenient
places, such as neighborhood community cen-
ters, libraries, churches, and shopping centers. A
number of lacations also offer electronic filing.

How can you help?

You have a number of choices. it depends on
what you'd like to do, your skills and knowledge.
In addition to being a 1ax assister you could
serve as an instructor, a site coordinator ar a
pubiicity director,

What if you can use some tralning,

or brushing up?

The training is yours. Instruction and materials are
FREE. IRS employees or volunleers train you how to
prepare Forms 1040E2. 1040A and Ihe basic 1040
and relaled schedules.

Volunteers also provide assistance and return
preparation for prior year federal income tax re-
turns, as well as, the earned income ant ad-
vanced income tax credit.

New volunteers generally receive four-to-five
days' instruction; experienced individuals, a one-
to-two-day refresher There's also self-instruction.
Atest on the material in the training guide shows
whether you can do the job. Training is usually
availahle December through January at a conve-
nient location,

How else does the IRS back you up?
Technical assistance helps you ensure that 1ax-
payers recewe accurale assistance. A specidl
totl-free Hothig answers your tectncal tan guees-
tons when you're helping taxpayers. The [13S

randomly reviews volunteer-prepa vy retums
and provides immediale icedback to help you
mainiain quality service.

Upon request, accommaodations for persons
with disabilities will be provided by sponseoring
organizations in cooperation with the IRS.

Look to the IRS for help in obtaining publicity
and for information on running your VITA site.
Your IRS Taxpayer Education Coordinator is
availabie betore, during, and after training to help
you have a successful program.

How can you quality?
You quality if you. ..

® can meet and deal with a variety of people,

* have experience or can learn about preparing in-
come taxes,

® have general administrative or publicity experi-
ence,

® take pride in complete and accurate work,

® are willing to complete the IRS training program
and

® can spend several hours a week on VITA from
January 1 through April 15,

How do you get involved in VITA?

To join VITA in your area, just call the Taxpayer
Education Coordinator at the number listed on
ihe back of this brochure, or mail the attached
VITA Interest Card to the IRS office nearest you.

A Tribute to You
And Other Americans Who Are Volunteers
“We live in a society that always has depended on
volunteers of different kinds— some who can
give money olhers who give time and a great
many who freely give their special skills, full-time
of part-time. If you iook closely you will see that
aimost anylhing thal really matters to us, any-
thing that embodies our deepest commitment to
the way human life should be fived and cared for
depends on some form— more often, many
forms — of volunteerism.”
—-- Margaret Mead and Rhoda Metraus.

Aspects of the Prasent
Courtesyof William Morrow and Company Inc.

Lo gl the most up to date lax producls and
o ation visil us on the Wodld Wicke Woeb at:

Bllpediovwnne s dstieas oy
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February 8, 1999

Mr. Robert A. Gorini

Supervisory Special Agent

Internal Revenue Service, Criminai Investigation Division
55 South Market Street, Suite 815

San Jose, Califomia 95113

Dear Bob:

This is undoubtedly the most difficuit letter | have ever written in my life.
Still, my duty as a citizen, my duty as a federal law enforcement officer swom to
support and defend the Constitution of the United States, and my adherence to
the Old Testament’s 9" Commandment which prohibits me from bearing false
witness against my neighbor requires that it be written. As you know, | have
been employed as a Special Agent for the U.S. Department of the Treasury,
Internal Revenue Service, Criminal Investigation Division, since 1993. My
education, training, and experience gained prior to being appointed as an agent
with the U.S. Department of the Treasury includes:

« Bachelor of Science Degree, Business Administration, Concentration in Accounting.
San Jose State University, 1986
3 years with KPMG Peat Marwick as a senior tax specialist and staff auditor
4-5 years as Accounting and Tax professional in private industry and later as a self-
empioyed Certified Public Accountant (California license CPA 57875).

In 1993, my dream of becoming a federal law enforcement officer became
a reality when the IRS Criminai Investigation Division appointed me to the
position of GS-1811 Criminal Investigator, more commonly known as special
agent. My duties as an IRS Special Agent include investigating violations of the
U.S. Code, specifically the Internal Revenue Code (Title 26), money laundenng
and conspiracy violations under the Criminal Code (Title 18), and violations of the
reporting requirements of the Bank Secrecy Act (Title 31). | am also authorized
to execute or serve search warrants and arrest warrants, to make arrests without
warrant, to carry firearms, and seize property subject to forfeiture. In addition to
my investigative duties, | am currently the Asset Forfeiture Coordinator and
Organized Crime Drug Enforcement Task Force Coordinator for the Central
Califomia District. | atso participate in community outreach and assist in firearms
and enforcement training in our District.

The most important day of my career as a federal law enforcement officer
was probably the first day, when | swore an oath to God to support and defend
the Constitution of the United States. | have always taken that oath very
seriously. With members of my family watching, | swore to the following words:

I, Joseph R. Banister, do solemnly swear, that | will support and defend the
Constitution of the United States against all enemies foreign and domestic, that | will
bear true faith and allegiance to the same, that | take this obligation freely

without any mental reservation, or purpose of evasion, and that | will weil and faithfully
discharge the duties of the office on which [ am about to enter, so help me God.
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The above oath is very powerful. | have always relied on it to guide me in
my responsibilities as a federai law enforcement officer. | have also been mindfui
of maintaining my ethics and moral standards as a public servant. The
importance of these standards is summarized in a paragraph from the
Introduction contained in Chapter 1 of the Internal Revenue Service Rules of
Conduct (Document 7098 (7-86)):

Confidence in the Service and faith in its dependabiiity and integrity are factors
having a vital impact on our abiiity to carmry out our purpose. We can maimtain the
public confidence only to the extent that every one of our contacts with the public
reflects the highest ethical and moral standards.

Executive Order 11222 of May 8, 1965, the language of which is included
in the Department of the Treasury, Minimum Standards of Conduct, at 31 CFR
Part O, Subpart A, Section 0.735-3, states:

Where government is based on the consent of the govemned, every citizen is

entitled to have complete confidence in the integrity of his govemment. Each
individual officer, empioyee, or advisor of govemment must help to eam and

must honor that trust by his own integrity and conduct in all official actions.

Further, throughout my career in public service, ! have remained cognizant
of the Intermal Revenue Service Mission Statement:

The purpose of the IRS is to collect the proper amount of tax revenues at the
least cost to the public, and in a manner that warrants the highest degree of
public confidence in our integrity, efficiency and faimess. (Emphasis added)

.. . which was recently revised to state:

Provide America's taxpayers top quality service by heiping thern understand and
meet their tax responsibilities and by applying the tax law with integnty and
faimess to all. (Emphasis added)

The previous excerpts are but a smail sample of the principles
promulgated by Department of the Treasury, the Internal Revenue Service, and
the govemment in general. Adhering to the highest standards of honesty,
integrity, morality, impartiality, ethics, trustworthiness, and loyalty to the United
States of America are clearly a necessity for public servants working in a
govermment which derives its authority from the consent of the governed.

In 1897, | was presented with an opportunity to determine whether or not |
was really serious about abiding by those standards. | was presented with
allegations reiating to the very profession | had chosen and the very agency |
was employed by, namely the public accounting/income tax profession and the
Intemal Revenue Service, respectively. Among the allegations presented to me
was that (1) the federal income tax is voluntary and the filing of federal income
tax retums is not required, that (2) the 16" Amendment to the 1).S. Constitution
was never ratified, and that (3) federal income taxes are not used to operate the
federal government. Needless to say, these ailegations were not only



Letter to IRS officials
page 3

unbelievable but they were contrary to everything that | had been taught and
contrary to everything | believed to be true. Notwithstanding the unbelievable
nature of these allegations, they came from a source that | had found credible in
the past. The credibility of this source was so strong that | feit more investigation
was warranted.

] assumed from the beginning that | would have trouble convincing top
officials in the IRS Criminal Investigation Division that government resources
should be committed to investigating these allegations, serious though they were.
This assumption is due to the ridicule that is commonly laid upon anyone who
speaks of such matters. Most people espousing such beliefs about the federal
income tax are usually dismissed as being crazy, a racist, a militia member, or a
tax protester. | do not fit into any of those categories and neither does my
source. Therefore, in order to both seek the truth and avoid ridicule, | made up
my mind to investigate the allegations off-duty and at my own expense.

As | said previously, these allegations were contrary to everything | knew
to be the truth. Therefore, 1 was prepared for the possibility that upon closer
investigation, these allegations might prove to be just another scheme to distort
the facts or the law, as the Internal Revenue Service has claimed in the past. |
believed that my background in the areas of income tax law, income tax
compliance, and income tax enforcement would enable me to separate fact from
fiction. The results of my personal investigation were far from what | expected.

In short, based on my education, training, and experience, 1 believe that
the allegation regarding the voluntary nature of the income tax does have merit
and it is therefore immoral and illegal to fine, prosecute, or otherwise penalize
those who do not volunteer. | also believe that, contrary to public perception, the
income tax is not used to supply the federal government with needed operating
revenue, | fully realize that my conclusions regarding these issues may have far-
reaching consequences. However, based on the obligations and duties |
described previously, | believe | must bring these matters to your attention.

I continue to have the utmost respect and admiration for those | have
worked with not only in the IRS Criminal Investigation Division but all federal and
state law enforcement officers and prosecutors. | have found these officials to be
of the highest character and talent. | would like to continue to work with these
officials but due to the nature of the allegations and evidence contained in my
report, | am strongly considering resigning from the Service. Ultimately, my
decision will hinge upon the Service’s response to this letter. If the Internal
Revenue Service will commit — in writing- to conduct its own point by point
answer/analysis of the ailegations and evidence set forth in my report, | will
consider remaining in my position. If the Service declines to conduct its own
analysis, or dismisses the evidence in this report without proper review, then |
must tender my resignation. My oath to support and defend the Constitution of
the United States was made to God and | can not serve two masters.

| have enclosed a copy of a report | prepared cailed /nvestigating The
Federal Income Tax: A Preliminary Report, which summarizes the allegations
and the evidence supporting them. | respectfully request that you simuitaneously
review this report and forward it to your superiors up to and including
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Commissioner Rossotti. | respectfully request that the Commissioner or his
designee respond to the evidence in my report within 30 days. | am certain that
IRS management will have questions and | will do my best to answer them.
Please advise them that my email address at work is joseph.banister@ci.irs.gov
and my office telephone is (408) 494-7910. Written inquiries can be sent to
Special Agent Joseph R. Banister, IRS Criminal Investigation Division, 55 S.
Market Street, Suite 815, San Jose, Califomia 95113.

Sincerely,

Joseph R. Banister
Special Agent
IRS Criminal Investigation Division



Internal Revenue Service

Memorandum

Date:
FEB 11 899
To: Chief, Criminal Investigation Division
Central California District /::?
From: Group Manager, CI:3 (fkff. e
Central California District &HQL/L,’,
Subject: Special Agent Joseph R. Banister's Letter & Report

In accordance with our conversation of today on the above matter,
I am forwarding Special Agent Banister's letter dated February 8,

1999 and his narrative report for appropriate disposition.

I

received these two documents on the morning of February 9, 1999
and, in your absence, informed Acting Chief David Smith of their

existence.

Special Agent Banister did make a copy of the above for me to
retain. I will place them in his employee drop file.

Cc: Special Agent Joseph R. Banister



Internal Revenue Service
Memorandum

V74N

Date: February 17, 1999
To:  Special Agent Joseph Banister

From:  Chief, Criminal Investigation Division
Central California District

Subject: Response to your letter to Group Manager Robert Gorini dated 2/8/99

This memorandum is in response to your request for the Internal Revenue Service

to commit in writing to conduct a point by point answer/analysis of points set forth in
your report entitled, “ The Federal Income Tax”. In your letter you state that if the
Internal Revenue Service declines to conduct its own analysis, you must tender your
resignation.

The Internal Revenue Service will not be responding to your request and will provide you
with the necessary paperwork to tender your resignation. You will be placed on
administrative leave effective upon receipt of this memorandum for a period of seven
calendar days to consider what actions you wish to take. During this period you should
remain available for us to contact you during regular working hours.

Paul Varville




February 25, 1999

Mr. Charles O. Rossotti

Commissioner, internal Revenue Service
1111 Constitution Avenue NW
Washington D.C. 20224

Dear Commissioner Rossotti:

| am deeply saddened by the response, or lack thereof, to my report
entitled /nvestigating The Federal Income Tax: A Preliminary Report, submitted
to my immediate supervisor on February 8, 1999. Although i am very confident
that my group manager and the Chief of my division properly and swiftly
submitted my report through channels as | had requested, 1 am not so confident
about the reception the report received after it left my Chief's desk.

Because | am not in management, | can only speculate which Intemnal
Revenue Service or Treasury Department officials have been briefed on my
report or its contents. | have leamed that, at a minimum, the Assistant
Commissioner, Criminal Investigation has been briefed. | have also been told
that, because of the unusual nature of my request, any actions taken by my
group manager and my Chief resulted from advice they had received from
government legal counsel. | have no way of knowing if you personally have been
briefed about my report or its contents. | will assume, for purposes of this letter,
that you have been briefed.

The last official correspondence that | received from IRS upper
management was a memorandum signed by my Chief February 17, 1999. The
treatment | have received since receipt of that memorandum, when my duty
firearm was taken from me and | was placed on administrative leave, has ieft me
utterly baffled.

Under ordinary circumstances, | would not feel it was appropriate for a
Special Agent from the Criminal Investigation Division to condemn or criticize the
actions of the Commissioner of the Intemal Revenue Service or those
management officials below him. However, these are clearly not ordinary
circumstances. As such, | must make some statements that are not intended to
show disrespect, yet, it is likely they will not be well received. However, my duty
and oath of office dictate that | make these statements regardiess of their
reception.

I am very confused about the treatment | have received for a number of
reasons. The first reason is because, on Apnil 28, 1998, you sent out a
memorandum to ail IRS employees regarding “Reporting of Misconduct, Fraud,
Waste and Abuse.” In the memorandum, you stated that “[a]li internal Revenue
Service (IRS) employees have an obligation to report misconduct, fraud, waste
and abuse. The IRS has a stringent policy that guarantees employees freedom
from reprisal when they report such action.” You further stated that “[ejvery
employee should take proactive steps to report wrongful actions.” Apparently, |
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was mistaken to have relied upon your memorandum as a commitment to protect
me from repnisal or other adverse treatment.

The second reason has to do with the background investigations |
endured prior to my appointment as a federal law enforcement officer and the
reasons those background investigations are administered. Before being
appointed as an IRS-CID Special Agent, | applied to, and was nearly hired by,
the Federal Bureau of Investigation. Unfortunately, a hinng freeze occurred at an
inopportune time and the FBl was unabie to extend an employment offer to me.
Despite the hiring freeze, a thorough background investigation was conducted.
Based on my conversations with FBI recruiters, | passed the background
investigation. Later, when the IRS Criminal Investigation Division extended an
employment offer to me, | was subjected to a second background investigation,
this one conducted by the Inspection Division of the Internal Revenue Service.
Based on the fact that | was eventually hired, | think it is a fair to assume that |
passed that background investigation aiso.

It has atways been my understanding, and | woutid certainly like someone
to correct me if | am wrong, that these background investigations occur for one
pnmary reason — to ensure that the candidate being investigated is worthy of
holding a position of public trust. There is no doubt that federal law enforcement
officers hold positions of public trust. They have the authority to investigate,
interrogate, arrest, and, when necessary, use deadly force against, American
citizens. | think any reasonable citizen would conclude that passing two
background investigations, one conducted by the FBI, was a good indication that
| possessed the integnity necessary to hold a position of public trust. 1 think any
reasonable citizen would find it more than a little disturbing that top IRS officials,
who spent so much time and effort assuring themselves of my integrity and
worthiness to hold such a position of public trust, would all but ignore my request
to review very compelling evidence of constitutional abuses.

The third reason for my confusion is that the reference to my oath to
support and defend the Constitution of the United States from all enemies foreign
and domestic, that | included in my February 8, 1999 letter, has been summarily
ignored. | thought | made myself very clear in my letter. | do not take swearing
an oath to God lightly. Apparently even a devout commitment to an cath swom
to God is not worthy of response from top IRS officials.

The fourth reason for my confusion is that my reference to both the oid
and new IRS Mission Statements was completely ignored. 1'll repeat those
Mission Statements again here:

Previous Mission Statement

The purpose of the IRS is to collect the proper amount of tax revenues at the
least cost to the public, and in a manner that warrants the highest degree of
public confidence in our integrity, efficiency and faimess. (Emphasis added)



Letter to Commissioner Rossotti
page 3

Revised Mission Statement

Provide America's taxpayers top quality service by helping them understand end
meet their tax responsibilities and by applying the tax law with integrity and
faimess to all. (Emphasis added)

If an IRS Criminal Investigation Division Special Agent writes his superiors
and in all sincerity questions whether or not the IRS Mission Statement is truly
being adhered to, what are American taxpayers supposed to think when that
agent’s questions are rebuffed?

The fifth reason for my confusion is that on January 13, 1999, | joined
hundreds of IRS Centrai Califomia District employees in attending a mandatory
training class on the IRS Restructuring and Reform Act (RRA ‘98) Of 1998 —
1203(b) Conduct Provisions. | took notes at that training and wrote down some
exact quotes. For exampie, we were told that “the rights of the taxpayer have
become paramount.” You, yourself, as Commissioner of the Intemal Revenue
Service, emphasized in your videotaped message that IRS employees must
always consider the taxpayer, “provide top quality service,” and you also said that
“we must scrupulously observe taxpayer rights.” Bob Wenzel, Deputy
Commissioner of the Intemal Revenue Service, said in his videotaped message
that IRS employees “must ensure that taxpayer rights are protected.” The
phrase “taxpayer rights come first” was repeated over and over and over again.

As you can see, | have numerous reasons for my confusion. Based on my
expenences of the iast week, | have come to the conclusion that the Intemal
Revenue Service, as an agency, demands total integrity from employees and
taxpayers altke, but doesn't deliver integrity itself. The intemal Revenue Service,
as an agency, demands total loyalty but delivers little. The Internal Revenue
Service, as an agency, professes to have the utmost concem in “collecting the
proper amount of tax” in a “manner that warrants the highest degree of public
confidence in our integrity, efficiency and faimess® but, in reality, appears to care
less.

You have undoubtedly noticed that | have made repeated references to
the Intemal Revenue Service as an agency. | make this distinction intentionally
because, although | have lost all faith in the Intemal Revenue Service as an
agency, | still have tremendous faith in, and respect for, the employees of the
intemal Revenue Service, especially the Special Agents and support personnet
of the Cnminal Investigation Division. Virtually every one of the hundreds of IRS
employees | have come in contact with throughout the country have been
professional, hard-working, fair-minded, and honorabie. They are good and
decent public servants and they deserve the praise of the American people.
However, | believe they are misguided. | make such a bold statement only
because | was misguided myself. | used to believe that the Internal Revenue
Service, as an agency, “scrupulously observes taxpayer rights.” | used to believe
that the Intemal Revenue Service administers the federal income tax fairly and
legally. I used to believe that the Intemal Revenue Service would not knowingly
trample on the nghts of innocent Amencans just to preserve the income tax
system. It is with great sadness that | say | no longer hold any of those beliefs.
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My only hope is that those same professional, hard-working, fair-minded,
and honorable IRS employees that | met throughout my short career in the IRS
Criminal Investigation Division will take some time out of their busy schedules
and leam more about the basis for the tax system they administer and the
Constitution to which they swore a solemn oath. Only then can they truly
deserve to hold a position of public trust.

Based on the obvious futility of continuing to work for an agency that has
standards and practices so different from what it professes and standards and
practices so contrary to my own, | am officially resigning from the position of IRS
Criminai Investigation Division Speciat Agent, effective as of the date of this
letter.

I hope and pray that, as the Commissioner of the Intemal Revenue
Service, you will see to it that the evidence contained in my report is given a fair
and impartial evaluation. The evidence is well known by millions of Americans
and they anxiously await a reply. Every day that you wait is another day that
more Amenicans will come to mistrust you. Every day that you wait is another
day that more professional, hard-working, fair-minded, and honorable IRS
employees will be placed in hamm’s way because of that growing mistrust. |
implore you to use your position of leadership to resolve these very serious
threats to our freedom and our Constitution.

Sincerely,
bash K. Lot

Joseph R. Banister














