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UNITED STATES DISTRICT COURT
DISTRICT OF NEVADA

UNITED STATES OF AMERICA

Petitioner, 2:04-CR-00119-KJD-LEL
Vs, |
TRWIN A, SCHIFF, et. al.,

Defendants.

Supplement to Defendant's Rule 60(b)(a) Motion
Seeking Relief from the Court's 15 Contempt Orders

In Defendant's original Rule 60(b)(4) motion, he was able
to analyze Contempt Orders 2, 5, 6, 7, 14, and 15 and show why
they did not comply with:the conditions in Rule 42(b) of the Fed.
R. Crim. P or with the Ninth Circuit's Order of 12/26/2007.

As defendant . locates more relevant portions of the trial tran-
seript, he is able to analyze additiocnal Contempt Orders, as

follows.

CONTEMPT ORDE?%UMBER FOUR

This Contempt Order has to do with the admission by the Court
of a Report originally prepared by Howard Zaritsky in May 1979 for
the Congressional Research Service. Tt was originally entitled
"Some Comstitutional Questions Regarding the Federal Income Tax,"
and was updated by him in January 1980, and further updated by
John R. Luckey in Sptember 1984, when its title was apparently
changed to "Frequently Asked Questions Concerning the Federal Income

Tax. This Report was furnished to congressmen to enable them to

answer questions on the income tax, posed to them by their consti-
tuents. Congressman would generally send the entire Report to




such constituents and tell them they would undoubedly find their

answer im the Report.

Now the Government introduces this Report into evidence at
TP 3713, with the prosecutor stating that, "We're introducing.it
for notice to (Schiff) as to what the law actually is," and it was
admitted on that basis. What is so outragiously partisan in this,
is that throughout the trial Judge Dawson would not allow Schiff

to introduce the actual law even when it was directly related

to the testimony being given or the legal authority of the witness to
act in the manner they testified to - or to even testify at the trial!
Dawscn's excuse for never allowing Schiff to introduce any law was
that "The Court will instruct on the law." Yet he did neot

raise this cbjection when the Govermment sought toinject the

absurd, personal opinions of two lawyers as being 'the law."
For example. At TP's 1626-27, Judge Dawson refused to allow
Schiff to introduce Code section 6751 because it would have revealed
how the IRS was illegally imposing the $500 frivolous penalty - as the
manner of its imposition was explained by IRS supervisor, Christy
Morgan. Section 6751 required that the document imposing the penalty
be signed by two persons. According to Ms. Morgan, no such individualized
document was even used, much less being signed by anybody. Judge
Dewson would not allow Schiff to confront Ms. Morgan with the law, so the
jury could see how she and the rest of her staff were breaking the law.
On TP 4142 the Government's summation witness testified that
he "reconstructed" Schiff's income "for the years 1997 through 2002."
So Schiff then asks, '"When you did that, where you deing it legally

or illegally?" "I was doing it legally."” At which point Schiff



attempts to hand Lowder the Internal Revenue Code and says, ''Can

you take your Codce book and show me a law where vou are authorized

to do that." The prosecutor now objects and the Court sustains the
objection, and says, "Mr. Schiff. the Court will instruct on the law,
move on." Of course, Schiff hadn't "instructed'" on the law at all.
The witness testified that he "reconstructed"” Sehiff's income 'legally,”
so Schiff merely asked him to identify the law that "legally" allowed
him to do that. However, the Court would not allow him to identify any

(1
such law based on the claim that "The Court instructs on the law." )

On TP 2577 IRS Special Agent, Sara Brana, testified that she was
involved in an undercover investigation of the Chrristian Patriot Association, and
that Irwin Schiff had an account with that Association.

pased on this account the prosecutor stated (TP 2583) that 'this evidence is

part of affirmative acts of evasion taken by Mr. Schiff to avoid his tax liability."
Further on Schiff objects to the prosecutor "ysing a term that has never been
proven. He said my tax liability. Now, nobody's taken the stand and said [

had a tax liabily. So he is assuming a fact not in evidence. ..Would one of

the Government's attorneys like to take the stand and show me where T have a

tax liability. The Court. then said: "One of the first witnesses for the Government

testified as to that. Your objection is overruled. Go ahead." However, Schiff

1) Of course, in this case, the Court could not Minstruct' on the law at all, and

didn't. Since Schiff filed returns for the years 16972002 showing ''zero" income,
Lowder would have had to determine Schiff's alleged, total tax for each of those years.
However there is no statute in the Tnternal Reverme Code that authorizes the Secretary
(et alone the IRS) to determine a person's total tax. Section 6211 authorizes the
Secretary to determine a "ieficiency,” "if a return is made by the taxpayer and an amount
was shown as the tax by the taxpayer thereon." However, since Schiff filed a return
showing no tax ''thereon,' if the covernment believed that Schiff filed a "false return”
the Government's only legal recourse was to sue Schiff for the income taxes it believed
that Schiff owed for those years pursuant to 6501 (c){1). Therefore, the Court's excuse

in protecting the Government 's witness who had been engaged in an illegal activity
was erronecus on various grounds.




has absolutely no recollection of any such testimony by any Goverrment witness,
gince if any Government witness did so testify, Schiff on cross-examination
wonld have wanted to know the statute establishing such a liability - and, of
course, the witness could not identify any such statute. Even the Court, in
charging the jury, could not jdentify any such statute - but claimed that Code
sections 1, 61, 63, and 6012 "working together'" made persons liable
for income tax, and Schiff is certain that no Government witness
provided any such testimony.

On cross-examination Schiff asks Ms. Brana, "in the past have
you investigated people - U.S. citizens living in the United States?"
"es." Then Schiff asks, '"Does your job description authorize you to
investigate criminal viclations of people living in the United States?"
Of course, her answer had to be, "No,'" as shown by the job description
of special agents, which was included as Exhibit C in Schiff's original
Rule 60(b)(a). The Government objects to the question on "relevance, "
which is immediately sustained. Of course, its relevance 1s obvious.
Since her job description only authorizes her to "enforee the criminal
statutes applicable to income (taxes)...involving United States citizens
residing in foreign countries and nonresident aliems...," and since
gchiff falls into neilther catagory, she had no authority do to any
income tax investigation involving and to testify with respect to

Schiff's
income taxes at [, trial.  Frther m Schiff asks, "Is there any section
of the Internal Revenue Code that you have ever seen that authorizes
you to investigate criminal vicolations of the Internal Revenue Code?™
The Court now says,"Again? the Court will instruct on the law:" But,

of course, Schiff never commented on any law., Schiff merely asked

the witness if she ever saw a law that authorized her to investigate



criminal violations of the Int. Rev. code. A truthful answer would
have to be, "No," since there 1s mo such authority given to IRS
agents in the Code.

Then Schiff asks''Do you have any delegated authroity from the
Secretary to do any investigation at 211?" The Court then says, '"Mr.
Schiff, we are going to sidebar.'" At side bar the Court says, in
relevant part."” I have repeatedly told you to quit trying to put the
law in front of the jury....l've warned you enough. Notwithstanding
my* rulings, you continue to ask questions in an attempt to elecit
1aw from the witness even after I say it's irrelevant. You are in
contempt of court. One day in jail'deffered until the conclusion of this
trial. The next time it will double and it will continue to double
until you respect the rulings of the Court." Schiff them points out
that he waen't arguing the lawj and that he was mot violating any law
by putting money in the Christian Patriot Associa&ion, and that the
agent was not authorized to investigate Schiff. Schiff then brings
up section 7608, which clearly establishes that special agents, who
carry firearms, are mak only authorized "to ivestigate the enforcement
of subtitle {e) taxes, such as liquor, tobacco, and firearms." The
Court then says: I've/rejected that agment . 1 saw that in your moving
papers. That has been ruled on long ago.” SCHTFF:'"Here's the statute.’
Rased on the clear wording of the statute, one would have to be blind
not to see that the authority to 'ecarry firearms' is only given
to agents who fall into subparagraph (z), and subparagraph (a) only
deals with subtitle (e) taxes. Agents dealing with other taxes, such
as income taxes, fall into subparagraph (b), and are not authorized

to carry firearms. Since Ms. Brana carried firearms, she could not
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be authorized to enforce the income tax, or if she enforced the

income while brandashing a firearm - she was breaking the law.

Instead of looking at the statute that Schiff offered him, thetourt
Says, '"VYeah. You're just cherry-picking.” "Is this what the statute
says, your Honor?," attempting to hand the statute (7608) to Judge
Dawson. The Court , refusing to lecok at the statute, now =ays, "You're
just cherry picking. You're just taking phrases and putting them
together to make your legal garbage. I've already ruled against you

on this point. YNow move on."” So here Judge Dawson wants to sanction
ZSchiff
~4{ (pbut T don't believe this sanction was included in the 15

Contempt Orders) because Schiff is knowledgeable enough to know,
that SpeciallAgent Brana had no statutory or delegated authority
to have investigated Schiff in the manmer she did, or to even testify
at his trial.

This is also true with respect to the other 3 or 4 special
agents who testified at Schiff's trial. None of them had any statutory

or delegated authrority to do the ' things they testified to, or to

even testify at Schiff's trial, and, similarly, Judge Dawson would
not allow Schiff to confront them with their job descriptions and
Code section 7608.

On TP 4146 Schiff is cross-examining the Government's summation
witnesses and after identifying for him no less than 6 Government
witnesses who testified that they could find no law in the Internal
Revenue Code that made them iliable for income taxes, Schiff asks him,
"Did any Government witness get on the stand - who I could cross-
examine - and state that there is a law thatﬁgﬁzple liable for
income taxes? Did any Government witness testify (to that) under oath?"

At which point the prosecutor states: "Objection. That's invading
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the province of this Court. It's this Court's job to instruct
ss to the law, not Government witnesses.' (2) and further on
(dn TP 4148) Judge Dawson rells Schiff, "You will refrain from
inter jecting your view of the law.”

The above are only a few examples of how Judge Dawson would

not allow Schiff, under any circumstances, to raise or introduce

the law - or even raisg guestions asg to its existence-even whern the

law itself, or its very existence, Was directly related to the

legitimacy of the testimony being given.
Yet on TP 3713 Judge Dawson alicws the Government to introduce

the the Zeritsky/Luckey Report as being "notice (to Schiff) ag to

what the law actually is.™ Schiff immediately states, "It's an
inaceurate statement of the law.'" However the Government agalp
repeats, ‘1t's an accurate statmenc of the law." 8o while Judge

Nawsen will not ailcw Schiff to sntroduce the law itself, he will
s11low *he Government to introduce the zaritsky/Luckey Report as
being "an accurate statement of the law.”

Why was the Report being used as notice. to Schiff of the law?
Because Special Agent Holland testified ('lat TP 3710)that "We found
about four or five copies of (the Report) throughout his office."

de?@%%eeven found a copy ''in Mr. Schiff's degk." Since a number of

a -
witnesses, had already testified that they had: purchased Internal
Revenue Codes from Schiff {he sold the Code), the Special Agent raiding

party had to see at least a dozen Code books in his office (and

2) Apparently neither the Government's summation witness nor ghe
prosecuter nad any recollection of an earlier Goverqmgnt witness
who testified with respect to a law making persons “liable”

for income taxes, as was referred to by Judge Dawsol
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probably one om his desk)j so why wasn't the Internal Revenue Code

. . d . . D
itself intyroduce/ds being motice to Schiff as to what the law was?

Why the Zaritsky/Luckey Report? Well, by having Special Agent
Holland read the nonsense from the Report, the jury could be misled
into thinking that Schiff chould have believed the nonsense in- the
Report, rather than the law itself  as contained in the Tnternal
Revenue Code.

For example. At TP 3722, the prosecutor asks the projectionist
to display the first two paragraphs of segment 7, which is
entitled, "Are Wages Taxable As Income.' The first line of that
segment states (and overlooking all other false and misleadings state-
ments), ''Yes, wages are taxable as income." Schiff had filed
numerous pre-trial pleadings explaining why such things as wages,
dividends, interest etc etc wWere Aot taxable as income pursuant to
section 61 of the Code. That such items were removed from theﬁ954
Code, when they were ineluded in section 22 of the 1939 Code. And
that this was dome so that the 1954 Code would not conflict with
numerous Supreme Court decisions which held that income had tobe
separated from its source in order to avoid the requirement of
apportionment, and sO that"income'would conform to the meaning of
income in its “constitutional sense,' as shown in Exhibit A of

supposed
Schiff's original, Rule 60(b){4) motion. So was schiff/to abandon
his understanding of what income means- in our revenue laws, just
because Zaritsky and Luckey don't know what they are talking about
when it comes to the meaning of "income" for tax purposes?

Next the prosecutor directed the jury to Segment 8, entited

"o We Have A Voluntary Tax System,' and asks Special Agent Holland
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to read the first paragraph. '"We do not have a voluntary tax system
in the sense that payment is optiomal. There are- specific provisions
of law which require the payment of income taxes." The deceptim
being attempted here is obvious. Notice the authors do not say that
the income tax is based on mandatory compliance - since all government
documentsclaim that it is based on voluntary compliance. They say

we do not have a voluntary system 'in rhe sense that payment is

optional.” What that means is, if you owe the tax, you have to pay it.
Naturally. .BQS if the payment of the tax were "voluntary," you couldn't
"owe it''y thgrefore, payments being "optional” would thave no applic =
ability. So this was the semantic ruse the authofs devised to avoid

having to es<plicitly state whether the tax was either voluntary or

mandatory. And if there were'specific provisions of law which require
the payment of income taxes," why didn't the authors identify and quote
them ? Thiy didn't do so because

they don't exist.

Then the prosecutor directs Holland to read the last paragraph
of that page. Here is where the authors have to come to grips with
the fact that no law makeg persons "1iable" for income taxes, even

though numerous laws make persons "liab le" for a variety of other

faderal taxes. Therefore the authors had to devise some kind of
explanation to account for this glaring omission, and they did so
in the following, fraudulent manner, as read to the jury by Special
Agent, Sam Holland. |
Another semantic argument put forth in this area revolves around use
of the word "iable" in tax acts. The contention is made that the income

tax statute does not use the magic words 'individual is made liable' and
therafore an' - "an individual is not liable for income taxes. The federal




courts have not had mucg %?%e for this argument, character-

izing ': it as "arrogant sphistry" 43 and "blatant nonsense."46

Then the prosecutor asks Holland, "Are there footnotes in there?" And
he replys, ''Yeah. 45 and 46." 'What does Footnote 45 say?” "It says, Schiff v.
Commissioner." '"And what does 46 say?" '"See Newman v. Schiff." (The prosecutor
does not ask about footnote 44, because it doesn't mention Schiff)
So now thé jury is fraudulently led to believe that Schiff (who
apparently originated the "magic words" '"made liable") should have
realized that his beliefs with regard to the importance of a statute making
persons "liable" for income taxes was so much "arrogant sophistry' and "blatant
nonsense," without Schiff having an opportunity to cross-examine the biased and
uninformed judges who said so.

The blatant fraud being perpetrated here is the suggestion that Schiff created

the "magic words" being "made liable." In reality, it was the Government that did it,
not Schiff. The Privacy Act Motice in a 1040 Booklet states, 'Code Sections 6001,
6011, and 6012 say you must file a return for any tax you are liable for." So,

if you can't find a statute making you''liable” for the tax, the Government tells you
you don't have to file or pay the tax. In addition, Code Sections 6001 and 6011, two

statutes that the Privacy Act Notice specifically directs the public to, both make

being '"liable for' and being 'made liable" as - condition® precedent for filing a

return and paying income taxes. So is the Goverrment using the "magic words, made 1iable?"

Further on Zaitsky and Luckey fabricate an additional piece of nonsense. They
state that Code Sections 1, 61, 63, 6012, and 6151 'working together make an individual
liable income taxes.' But no authcrity is given for such a claim. But if this were
so, these five section/%ould have to be mentioned in the Privacy Act Notice, but only
6012 is mentioned. In addition, how is the public supposed to figure out that these 5
Code sections "working together" make them '"liable" for income taxes - especially when

the word "liable" does not appear in any of the 5 statutes?

And why does it take 5 statutes to make persons ”liablé" for income taxes,
when: it only takes 1 statute to make persons "liable''for: tobacco,
alcohol, wagering, firearms, and a variety of other federal taxes?

So if anything is "blatant nonsense," this claim by Zaritsky/Luckey
= ’ Y

has to take first prize. Tn addition, the 9th Circuit in Roat v. C.I.R.,




- 11 -
in rejecting a claim that Code sections 6211{a) and 6020(b) be read together
stated that '""Tax policy policy calls for tax statutes to be read indepenf%%?”
snd further pointed out that these two statutes ''do not reside in the same
Chapter " However, in commction with the five statutes named in the Report,

they do mot even reside in the same subtitle!”

tnoredibly, the Court largely adopted zaritsky and Luckey's understanding of
the law. In Jury Instruction 19, Judge nawson charged the jury that
code sectioms 1, 61, 63, and 6012 "working together make an individual
iiable for income taxes. 'Tn doing so»Judge Dawson left out Code section 6151
from this instruction. Well if Zaritsky and Luckey were wrong, and only 4 sections
were needed to 'work together' to make you ligble, and not 3, then the Report was not
an Maccurate statement of what the law actually is" as was claimed for it by the
coverrment when it introduced the Report .
tut the reason Schiff had so many copies of the zaritsky/Luckey
Report, 1is, despite the Reports nonsense as discused above, it does
a good job of explaining how, and on what basis, the Supreme Court
held the income tax to be an excise. It contains significant quotes
from the bedrock, Supreme Court case, Brushaber V. Unicn Pacific
Railroad, 240 U.S. 1, in which that Court stated "1iaxation on income

was in the nature of an excise entitled to be enforced -as such'"

{Emphasis added) Then the Report goes on to explain what excises are,
under the caption "WHAT DOES THE COURT MEAN WHEN IT STATES. THAT THE
INCOME TAX 1S IN THE NATURE OF AN EXCISE TAX?" The Report then
devotes an entire paragraph to explaining what excises taxes are; the
first line peing,An exclse tax is a tax levied on the manufacture,
sale, or consumtion of a commodity or any of various taxes on privel-
eges often assessed in the form of a license or fee." Well, obviously,

. . . . . . .7 payment of
the income tax is not levied on this basis, s© obviously the/ Ircone
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taxes cannot be made mandatory, since any such mandatory payment, not in

the form of an excise, would have tc be unconstitutional. So, no?banting

the income tax laws to be unconstitutional, Congress, in promulgating

the 1954 Code, removed from that Code all of tthandatory and enforce-
/provisions

ment /(including removal from the Code any enfercement authority formerly given to

the Commissioner of Tnternal Revenue) that were in prior Codes. The 1954 Code also
clarrified the meaning of "income' so that it would not be in conflict with the 1895
Pollock decision (never reversed or overruled), which held that "income' from real

and personal property could not be taxed, except by the rule of apportionment; and the

o

the 1915 Brushaber decision, which held that only 'income" "separated from its source"

and imposed as an excise, could escape:. the constitutional requirement of apportion-
ment. Of course, Congress never informed the American public that in adopting the

1954 Code, it was essentially repealing the income tax, and Corngress apparently

relied on the Justice Department end its courts to disvegard the laws that it had
passed, as well as the constitutional provisions they were designed to uphold, as is
amply illustrated by what transpired at Schiff's criminal trial.

The Zaritsky/Luckey Report also confirmed the numerous, pre-trial pleadings
Schiff filed invelving this very issue in connection with motions to dismiss. A1l
such motions were denied, without the Court addressing this issue. Indeed, Schiff
quoted extensively from the Report (in pages 10 & 11) of his pleading
(Docket Mo. 66) entitled, "Declaration of Irwin Schiff, In Support of
Motion to Dismiss," attached hereto as Exhibit D.

However, since this Report was admitted into the trial as being
"Notice to Schiff as to what the law actually is," Schiff assumed
it would also have to be notice to Judge Dawson "as to what the law
actually is." So the day following the admission of this

Report by the Court, ”as/gkat the law actually is,' Schiff filed a
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motion to dismiss all charges, since, obviously, the incomes tax was
not being levied as the excise tax the Report clearly showed the Supreme
Court ruled it to be. However, the Court denied the motion, and as
usual, without comment. So, while the Court admitted the Report as

being "Notice to Schiff as to what the law actually is," the Court was

unwilling to similarly accept the Report as notice to itgelf, as "Fhat

the law actually is.”

All during the discussion of this Report as allegedly being ''the
law"; Schiff continually objected to it being "motice" to him of the
law, and noted it was largely in his office because he used it as a
"teaching tool." Schiff wrote three books on taxes that sold in excess
of 300,000 copies, plus he probably sold in excess of 6,000 Internal
Revenue Codes. So why should Sehiff need Zaritsky and Luckey to teach
him something about the income tax? How many books on the income fax
have they sold? "

On TP 3725 (The TP where sanction 4 was Limposed) Schiff says,
“Your Honor, I object - this document wasn't notice to me. The document
is loaded with false representations-(3) The Court then says, "Mr.

Schiff --," but again Schiff says, "It wasn't notice to me." (How can this Report
be "notice" to Schiff of "the law," when he sells thousands of Codes, and when

he was generally holding an Internal Revenue Code in his hand when he crogss-examined
Government witnesses?) The Court then says, '"That's a jury question.'

SCHIFF: "But you're trying to pretend that it was notice to me."

THE COURT: "The jury will decide whether it was mnotice to you." But if

The valid material in the Report concerming the excise tax nature of the income tax
was initially put in the Report by Zaritsky, who focused on the constitutional
aspects of the income tax. When it was later updated and revised by Luckey, he

left this material in (which discredited everything else in the Report ), because
he obviously did not recognize its importance: if he understood it.
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the Court allows the Report in as being "Notice to Schiff of the

law," why should the jury believe any differently? So SChiff,

totally frustrated by the blatant illegality of what is transpiring
again says,"I use it as a teaching tool to show why all those argu-
ments are false as a matter of law. Tha's why it was in my office."
The Court then says: "You're testifying. You were warned about it.
The attorney's objected to you testifying earlier. (I believe the
Court is referring to the Government's attorneys, not the defense
attorneys ) You are sanctioned again for testifying.'" After the
canction Schiff still persists (Since he can't believe that this is
really happening) and says, "You're saying that this is notice to mey"
THE COURT: "I'm not saying anything. That's for the jury to decide.
I+'s introduced for the purpose of showing notice'"(to Schiff as to
what the law is. ) But isn't that saying something? What happened,
therefore, to Judge Dawson's claim,as stated on TP 4518, that "The
Court is the exclusife source of the law." ? At Schiff's trial it would
appear that it was the Court plus Howard Zaritsky and John R. Luckey

who were the "exclusive source of the law."

Unfortunately Schiff does not have as he writes up this portion
of his Supplemental Motion Contempt Order No. 4, Unfortunately it
was packed up with his property when he was being transferred to lLas
Vegas for the sentencing. But as Schiff recalls, Contempt Order No.
4 was justifed on the basis that Schiff continued to''testify' even
though the Court ordered him not to - and he did so "wilfully." As

' since

Schiff explained earlier, Schiff could not have done so''wilfully,’
Schiff never realized he was "testifying' when he referred to himself
in the first perscn rather then referring to himself as ‘'the defendant,"

and the Court never bothered to point this out to Schiff, as it was 1its
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responsibility to do.

But, in addition, nowhere does the Court mention, in 'setting
forth in detail the factual basis of the contempt conviction,' that
i+ occurred as the direct result of the Court's admitting as

T

"rotice to Schiff as to what the law actually is,” a document
prepared by two attorneys, which contained numerous false claims
"as what the law actually is."  Therefore, Contempt Order No. 4
is void. Begides not stating in what manner Schiff allegedly’
"testified,! it doesn't "set forth" the issue that Schiff was
contesting. Therefore, Contempt Order No. &4, does not comply
with the provisions of Rule 42(b), and the Ninth's Circuit's

order as contained in its Judgment of 12/26/2007 - znd a sentence

for this sanction canmnot be lawfully impose

.

A\ ol K
Dated: August 1, 2008 . &S%ﬁﬁyﬁgg‘

e v
Trwin A. Schiff, pro se
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CERTIFICATE OF SERVICE
This is to certify that on August , 2008, T deposited
the foregoin SUPPLEMENT TO MY RULE 60(b)(4)MOTION in my
unit mailbox for delivery to a U.S. Post Office, addressed
to Christopher S. Strauss, 333 Las Vegas Blvd. Seuth,
Suite 500, Las Vegas, Nevada, 29101 .

l:\L iy Y
Dated: August < , 20038 e Fkﬁ\ﬂlgk tkﬁ%
Irwin A. Schiff -
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Southern Pacific Co. v. Lowe, 247 1.8, 330, 135,

Burnet v. Harmel 287 1U.8.103, (1932). oy

Whatever difficulty there may be about a pracise and scientific definition of
“income” it imports, as used here, something entirely distinct from principa! or capital
either as a subject of taxation or as a measure of the tax; conveying rather the idea of gain
or increase grising fram corporate activities.

Doyle v. Mitchell Bros.. 247 1.8, 179, (1918) Emphasis added).

Therefore, thete can be no doubt that “income™ w.-‘ithin the meaning of our revenue laws
means gain or profit “grising from corporate activitics.” Therefore, “corporate profit” and
“ineome” in the “constitutiona!l sense” both mean the same thing.

75. All of the above Supreme Court decisions were discussed at greater length in
Declarant’s book, The Great Income Tax Hoax, published in 1985. One entire chapier was
devoted to just discussing and analyzing the Pollock decision. while ancther chapter was
devoted to the Brushaber decision. Two additional chapiers were devoted to merely explaining
how the 16" Amendment meaning of “income” legally evoived.

6. Declarant’s understanding, belief, and reliance that the above Supreme Court
decisions only permitted Congress to impose an income tax as an “axcise tax” was affimed ina
1980 report issued by the Congressional Research Service, Library of Congress. It was written
by Howard M. Zaritsky, Legislative Altorney, American Law Division of the Library af
Congress, Report No. 80-194, and was entitled Some Constitutional Questions Regarding The
Federal Income Tax Laws. The Report stated at page CRS-4 & 5, in pertinent part:

The Supreme Court, in a decision written by Chief Justice White, first
noted that the Sixteenth Amendment did not authorize any new type of tax, nor
did it repeal or revoke the tax clauses of Article Tof the Coenstitution, quoted
above. Direct taxes were, notwithstanding the advent of the Sixteenth
Amendment, still subject to the rule of apportionment and indirect taxes were
still subject to the rule of uniformity. Rather, the Court found that the Sixtcenth
Amendment sought to restrain the Court from viewing an income tax as a direc
tax because of its close affect on the underlying property.

The Court noted that the inherent character of an income fax was that of an
indirect tax, stating:

Moreover in addition the concluston reached in the Pollock Case did not
in any degree involve the bolding that incoms taxes generically and necessarily

came within the class of direct taxes on property, but on the conirary recognized
the fact that taxation on income was in the nature of an excise entitled to be

10
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enforced as such.
{Emphasis added throughout)

The next paragraph in the Report was captioned, and stated as follows:

3. WHAT DOES THE COURT MEAN WHEN IT STATES THAT
THE INCOME TAX IS IN THE NATURE OF AN EXCISE TAX?

Anexcise tax {3 a tax levied on the manufacture, sale, or
consumption of a commedity or any of various taxes on privileges often
assessed in the form of a license or fee.

Obviously, the income tax is not imposed in this manner, and, therefore, it is not im nosed
in accordance with the 16” Amendment and the Brushuber decision. Therefore, its enforcement
falls within the condemnation of both Pollock and Brushaber — as well as numerous provisions
of the 1954 Code, as shown below.

27. It is Declarant’s belief that when the 16" Amendment was ratified. Congress
believed it had amended the Constitution and given itsell 2 new taxing power, the power to tevy
a direct tax on all of the various sources of income without the need of apportioning the tax, so
1t wrote the income tax laws of 1913 based on such an erroneous belief, Therefore. Congress
provided in the law that “Gross income” included such items ~as “salaries, wages, or
compensation for personal service...also interest, rent. dividends.” [owever, subsequent
Supreme Court decisions ( as discussed above) clearlv  established that such laws were
unconstitutional on at least two grounds: (1) the tax was not levied either as an excise. or as an
apportioned, direct tax , and (2) the tax was not levied on “incomc” separated from such
sources. This meant that the statutes pursuant to which the income tax was being collected were
unconstitutional as written.® However, those laws remained on the books from 1913 until 1954
when Congress changed the law with the adoption of the 1954 Code. Apparently Congress came
to the realization that the income tax laws as written were unconstitutional, and did not conform
to what the Supreme Court had ruled in the Brushaber and other decisions. It is Declarant’s
belief that Congress, therefore, realized it had to bring the income tax statutes into conformity
with the Supreme Court decisions discussed above. However, it is Declarant’s belief that

Congress came to the realization that it could not realistically collect an income tax either as: (1)
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