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Frivolous Tax Arguments

L Frivolous Areuments

Ameri

» The filing of a tax return is voluntary
» Payment of federal income tax is voluntary

» TP’s can reduce their federal tax liability by filing a “zero-
return”

» The IRS “must” file a federal tax return for TP’s who fail to
do so

» Compliance with an administrative summons is voluntary

» Wages, tips and other compensation for personal service is
not income

» Only foreign source income is taxable, etc.
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“Contentions”

1 Voluntary Nature of Federal Income Tax
 Taxable Income & Gross Income
 Terms Defined by the IRC
 Constitutional Amendment Claims

Fictional Legal Bases

American Society of Tax Problem Solvers

WE TRAIN RESCUE SQUADS , ==k
FOR TROUBLED TAXPAYERS



“CDP-Contentions”

Invalidity of the Assessment

Invalidity of the Notice of Deficiency
Invalidity of a Notice of Federal Tax Lien
Invalidity of the CDP Notice

U Verification Given per IRC §6330(c)(1)
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“CDP-Contentions”

Invalidity of Statutory-Notice & Demand
 Tax Court Authority

[ Challenges to the Authority of IRS Employees
1 Use of Unauthorized Representatives

1 No Authority Under IRC
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“Civil Penalties”

d IRC §6662, “Imposition of Accuracy Related Penalty”

O IRC §6663, “Civil Fraud Penalty”

Q IRC §6702(a), “Civil Penalty for Frivolous Tax Return’’

Q IRC §6702(b), “Penalty for Specified Frivolous Submission”
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“Civil Penalties”

JIRC §6651, “Failure to File, Pay & Fraudulent
Failure to File a Tax Return”™

JIRC §6673, “Penalty for Frivolous Arguments
Raised in Tax Court”

IRC §6682, “Penalty for Providing False
Information”



“Criminal Penalties”

dIRC §7201, “Penalty for Attempting to Evade or
Defeat a Tax”

IRC §7203, “Penalty for Willful Failure to File a Tax
Return™

JIRC §7206(a), “Penalty for Making False
Statements™
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“Practitioner Penalties”

O IRC §6694, “Understatement of Taxpayer’s Liability by Tax
Return Preparer”

> IRC §6694(a)-$1,000
> IRC §6694(b)-$5,000

d IRC §6700, “Promoting Abusive Tax Shelters, Etc.”

U IRC §6701, “Penalties for Aiding & Abetting Understatement
of Tax Liability”

U IRC §7206, “Fraud & False Statements”
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“Frivolous Positions-Notice 2007-30"

 The purpose of “Notice 2007-30” was to formally
define and publish the list of positions 1dentified as
frivolous.

dSection 407 of the “Tax Relief & Health Care Act of
20067, Pub. L. No. 109-432, 120 Stat. 2922 (2008),
amended IRC §6702 to increase the amount of the
penalty for frivolous tax returns from $500 to $5,000
and to impose a penalty of $5,000 on any person who
submits a “specified frivolous submission”.



IRS Revenue Rulings

1 The Revenue Rulings listed below address several specific
frivolous arguments as follows:

U Rev. Rul. 2007-19:
»“Wages are not Taxable Income”

O Rev. Rul. 2007-20:

»“Filing returns & the payment of income tax are
voluntary”

U Rev. Rul. 2007-21:
»“The IRS must provide Form 23C prior to assessment”

U Rev. Rul. 2007-22:
»“Income 1s not taxable due to claim of non-citizenship”
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Suspected Tax Fraud Activity

L Any suspected “tax fraud activity” should be reported via IRS
Form 3949-A, “Information Referral’. However,
practitioners are also allowed to report such suspected
fraudulent activity via a letter or formal correspondence in

lieu of filing Form 3949-A. The letter or Form 3949-A should
provide the following information:

» Info regarding the person/persons suspected of fraudulent activity
» The specific fraudulent activity being reported

» How you (or the taxpayer) became aware of the activity

» Also, if known, when the alleged fraudulent activity occurred

» The amount of any money and/or funds involved, and

» Any other information that might be relevant to the IRS investigation
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Relevant Judicial Decisions & Court Cases

O Wnuck v. Commissioner (2011):

» Taxpayer claimed that he “exchanged his skilled labor & knowledge for
pay” therefore his wage/income was not taxable.

 Helvering v. Gerhardt & NY Port Authority Employees (1938):

» Taxpayer claimed that compensation of employees of the Port of New York
Authority 1s exempt from federal income tax.

 United States v. Tedder (1986):

» Taxpayer argued that “the federal government lacked the power to enact
criminal statutes to enforce the tax code”. Choice of counsel also denied.

 Schiff v. United States (1990):

» Summary judgment was granted against this taxpayer who was deemed as
a “tax protestor” & it was determined his arguments were frivolous.
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Relevant Judicial Decisions & Court Cases

 Stewart v. Commissioner (2005):

» An individual was liable for additions to tax for failure to file income tax
returns, however the individual was not liable for a penalty under IRC
§6673 because his argument regarding a reduction of gross income for
business expenses was based on a prior Tax Court opinion & therefore was
not frivolous.

 United States v. Becker (1958):

» An employee assigned his inventions “in entirety” to his employer.
Treatment of misclassified payments not deemed “frivolous™.

L Commissioner v. Glenshaw Glass Co. (1956):

» Taxpayer’s arguments were not deemed “frivolous” or fraudulent and
subsequently was determined to qualify for relief under IRC §722(b)(5) .

U Stelly v. Commissioner (1985):

» The Court of Appeals affirmed penalties against the taxpayers for filing a
“frivolous return” & for filing a “frivolous appeal”.
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Relevant Judicial Decisions & Court Cases

 Callahan v. Commissioner (2009):

» A couple was sanctioned by the U.S. Court of Appeals for “maintaining” a
frivolous appeal based upon arguments that their “wages were exempt
from taxation”. Also IRS Counsel was “not required” to testify at trial.

O United States v. Hileeford (1993):

» Taxpayer argued that he was a “citizen of a state”, but not the “United
States”, was found guilty of “willfully filing false income tax returns’.

O United States v. Ambort (2005):

» A seminar organizer willfully aided & assisted seminar attendees in the
preparation of false income tax returns & knowingly advised attendees to
classify themselves as “non-resident” aliens to obtain erroneous refunds.

Q Takaba v. Commissioner (2002):

» The Court imposed a penalty pursuant to IRC §6673 (a)(1) against the
taxpayer for pursing “frivolous arguments” and imposed a liability of
$10,500 against the taxpayver s attorney for continuing such arguments.
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Relevant Judicial Decisions & Court Cases

 Smith v. Commissioner (2000):

» A self-employed carpenter was liable for the “delay penalty’
maintaining a frivolous proceeding after being “warned” by the IRS.

O Montero v. Commissioner (2009):

» A taxpayer was subject to “frivolous return penalties” because he filed
Amended Tax Returns that contained incorrect information based upon the
frivolous claim that “compensation received from a private employer” was
exempt from federal income tax.

 Jenkins v. Commissioner (2007):

» An individual was not allowed to retain the unpaid portion of his federal
taxes on the basis of his “religious objections” to military spending.

Q Wolcott v. Commissioner (2008):

» The IRS did not abuse its discretion in deciding to proceed with collection
action against an individual who raised “frivolous arguments” and failed to
respond to Appeal’s request for W&I info and a face-to-face conference.

bJ

for

ASTPS . + el pbw - Pr 2 ey WE TRAIN RESCUE SQUADS H
ALSTPS,  American Society of Tax Problem Solvers FOR TROUBLED TAXPAYERS ¢



Relevant Judicial Decisions & Court Cases

L United States v. Foster (2002)

» A taxpayer attached a Form 2439 to her tax return claiming a $500,000
refund which indicated the “U. S. Department of Treasury” as the
“Regulated Investment Company”. However, the Government was
allowed to recover the “$500,000 erroneous refund”’, based upon the
taxpayer’s frivolous Form 2439 & it’s timely claim.

O Osband v. Commissioner (2013):

» A taxpayer was liable for the frivolous return penalty for the three years at
issue when she filed returns asserting claims for refunds based upon
fictitious interest and W/H. The taxpayer also submitted “falsified OID
forms” to the IRS purporting to be from legitimate financial institutions.

Q Williams v. United States (2013).

» Taxpayer was assessed a $5,000 penalty under IRC §6702(a) for filing a
frivolous return indicating that “although she is a citizen & resident of the

United States, she is physically not present in the United States & has no
U.S, immioration status”.

ASTPS . + el pbw - Pr 2 ey WE TRAIN RESCUE SQUADS H
ALSTPS,  American Society of Tax Problem Solvers FOR TROUBLED TAXPAYERS ¢



Ll

]'Rq i S ORY i R
L¥ lmie read Reyviawe 3o vkos

1875 M Rulam Wnite  .ug MAS arin In re ww reter tuz 049000 YE
| Dpdan  UT 844841060 Har. 0¢, 201% LTR S1740 0
' EE-cc-44mk 200912 g ]
Inpyl Op: O86%0b9252 DOO5S16E
BOOC: wl
EIMBERLY

W HULFEON ST
CROWLEY  TX Segm-qa1

Fawenyor fdentification Number:' YRG0 - gl
Form: L{jan)
Faw Feriodls); Der. 31, zmp3a

Eptoyee JTdunkifieation Humbar: TN0DUSHEY L M 8 G480
Contart Telephonm HNumbar : H8E-BE3- 255
Contact Faa Humber: @0L-g20-23%97

LDea: Tazwavwore:

Yeu roecently filwd @ return or pepedeted teturn claining DRE DA mare -
frivaleus pusitiams. 11 npt Immediate]ly vorrected, the Inlerunt
Ruvenua Serwice will BERrss & £5 000 penplty againcst VB, Yau con
cwirest the problen and avatd the panalty 1Ff wpu subeil a correacted
rerurn walhin 3@ daws af Lhis Iettar to thu addrass listed iliove,

If yew vontinue to zubmit dacumants “gasurting frivelous posttions, we
Wili-assess Lha 95,000 penally BARK time wou zubnit ® frayplgus

Fulurn, If wAU filw = d0lnt return; we wt11l asswws the 5,000 ‘panalty
agrinst bulh vou =nd woulr spousa. Irtarnzl Revenus Code seitldn orogz .

Frovides the 1RS with the muthority ko atsass Lhe popalty.. -

WHY WF AkL: CONTACTIEG you

Based on Svctiom &¥BZ, Frivalous Tax, fubmissinns, we haye deterntned

the information wou fileqg ax g tax kEturn, or purportad tax wreturn,
o0 Aer. 1%, ZFO0LE Qs Frivalens sd kLiere i4 to basis in the.law for
Your pesatcion. .

Fadural courts, including the Supreme Cnurt ot the bnited Siatps,
have considered pnzitions such as ¥OUFs and rapestedly rejested thog
25 Without marii, The enciosed Pubtiestaen Z105. Why do | Rgw: tn Pay
laxes?, inciudes examwwlesz nf frivelous positions sng 3 PO et .
regarding the UL 5, tay syziwm endar the heading "hon t Fyll - *ar Thesa
Arguaunts."™ Some of Lhese examplasg: Inclucies .

American Society of Tax Problem

A}nuing that filiny =rd paying Laxas f% vaiuntary.

Excluﬂ1ﬂﬂ ralarios Andsar waues Frham ancumu based non the arsyment
that the value at servicea is nol-faxabie ar thal salarfes and/or
WAPAS BrA net incnms, : -

Arpbing thal the requirement to f1le 3 Lux return vionlatus

WE TRAIN RESCUE SQUADS
: FOR TROUBLED TAXPAYERS
Solvers



ETERFRLY

Wk WOLT5UN ST
CROWLEY Ti A aisi

BgagDan19zs
Mar. B4, 2013 LTR 3IL74C 1y
R-c0-9F :oueiZ 50 o
Toput Opr 04690492532 DODSGLleE

szzerting = frivalews positzon, we wWwill3 Azsess the £5.00D0 pernmltwy

for each friwgleus

thx return or purported returp conlaining a

frivelous pusition Aand send vou g Bill. If wou filed a joint frivolous

return, both you and veur

FRoUse WiL]l be assested a 35,000 Pensliv. ke

wWill riot Teseund o any tuturs sorrespnndsance asserting any frivolpys

positian,

In additian, il we 4o not hesr from wvou withan the 30 dov tivefrane,
We may ladue z NDEice of deficiency for any tawxes owed bocause of the
frivclous submissinn nr becsusw of other itamst we maw find durine an
axaminsataen. A potiees nf deficivocy states the zmount of Additienal
tax-and penaltiss wou swe and eapluins wour right io cantest Tha
daficiency by Filing o petitaon with Lhe United ¥tules ToX Coure,

The 25,000 frivolous

filing penaliv is not included upn the naotics of

defidelency and cornat be contaslied in the Taw tLourt,

We have enclused Publice®icn 2105, Why Do I Have to Poy Taxes?,
wWhich provides basic information ablioidt the fax tystem. We =lsp
ehenurage vou to spnk sdvices from a.competent tax orofessians)l or o
tax ' sttornev qualified to praclice in vour state. ’

A copy of this leller end any
forygrdsd tv vour 2ntharized

Encicsurs(si

Lopy of this leltler
Fubiication 2105
FAavainma

ASTPS,  American Society of Tax Problem Solvers

referenced ancleosures hava seen
representativels) .

Sincerely wours,

Lﬂgnp Earver T
ﬂpﬁr;t4uns Mgr., Cxam 3SC Suppart.

WE TRAIN RESCUE SQUADS
FOR TROUBLED TAXPAYERS



Papa T of ?

| § Internal Revenue Service

Unitee 3tutes Depurinel ol Lhe Treas oy

_ s
" Thina I'vasab Saveadira De-sntoees Dnaoeyer Caks —"
g
Account Transcript

fecad=s Da-e:

drgponse Uabo:

Trazwisg Mamkcr:
SUIERS N H . FENeT”
i PhALC Lao. do, zloL

Tat kil LICBL_ v LS e bkl gl o - g

W TLIICR 3T
MR, TR T

WSS OHER C3F ATTORWE™/TAT THRORKATTCN ELOTHARTRETTOAN qm.r"r"rm L I

ARV MRS DTER DOOWK OFLIE SISHITILSG & SEIDIT AMTTHC

iy seded e B -

RACCEUEC IWTEREZT: raer Al o™ art, T4, 2071
UGS SILAR DS sLJdE Sl NS

izaly =5 oo 2 Dayofl aneLoLl: R B ]

=r CHSOEXETIZH FFOX THL 2ETCIN ZF RS RDTCITIN A

[ TR . [

CODE EXPLANATION GOF TRANEACTION CYCLE DATE AMOTHT

20 KL SLIEIECD 0o v 2000 R

ella =L
-enel

RS BT Tg=T0r =0 =

Frz-wralzias Toix Febrrc

TG ACditiondl Bex duswsaeld Hoaul

A= J2E54 B0 EELZIL E

Eirh He - == Si=3C=2nd i
i St P

LT EAETHC PR RTINS SR b At SE-EE-2IL3 sS4, Tac, 8l
T30 EnGE DPeds_ty for biling s2idaloie Iax 2etuIn

Lia QeI he=rTn=nar 3R=-F

= MPAAITICLAL hEE ewesmol FALAAIGD L5 0 2ILE £G.,00

Lic H21Fu-SFC-52I3E-2

IS Iate-mat chasged f22 12T FoymoOr EolEEA0L 2L-E8-2212 G11.42

=71 et ioe iamned FR-ig-2C12 SCL 00
P | P

ASTPS . + el pbw - Pr 2 ey WE TRAIN RESCUE SQUADS 'H
ALSTPS,  American Society of Tax Problem Solvers FOR TROUBLED TaxPavens (&



el

TZH poxlad Blagked £Tom asnodnctsd Lovw DICYsT

Lien plezec o axam-a A= ko hale-=e awred

Collecticn dus procasis Erslse o G oa w0 a Towy ==
ZcJusa

Zrepum) wwbone of Iowa L[illaw apw rlobl Lo Gollectloo
Ma M-srmax “masing

At co Lo aucm=ams s sslalllalod

Kallep-inn duz prsosco rogusct rescilves tomolyr

Ol s w Ao feesssa lme hasringg —eqoesk oo
129 ard 11480 JARJ¥_ngl rafdict cossiess

Taromiaker. seposssalellve

SeliakbLGn d0E pPTRUBES RFTY

TEup -t 1 oen

SATAILEIOY ©F 9Thier “eaal asoian filed

srllashics sum poooesA sy lRERTingl CECusEn o
Loy 204 1icn Reardng coquect cooslsrod

o lemm1an die oarcar=s egnTtrt o Ceomiven TiTer

Fopowad Lo souploy oo wlilzl Secnl el ooup

soakruptoy or sthay legal on Ifilicd

DR ITS B
M B T
l1-ns-2il2
12-13-35:3
11-30-271%
1 1L zuly
LZ-lr-z01Z
0-0F-201
13-2i=3313
12-523-3023
1k l5 fnoR
F=ha=inE
fE=Th-R?
L2-35-201%

Pape 2 nf 2

357N
AT, 3L
£5.90
£3,00

0,00

B i}
S0.Za
bl i
25,02
73.05
LRV T
Jnon
I}
0.0

I=1x% -=afd:ot Slarta-nr GRndibiove Caxpayves JtTia

American Society of Tax Problem Solvers

WE TRAIN RESCUE SQUADS , ==k
FOR TROUBLED TAXPAYERS \_



el

¥ Internal Revenue Service

Umtsd Steies Deparirnerl ol L Tregesery

Pape 1 o2

" "h1a "vodunt IZonts.rn Heanctows Wirpoye 224

Account Transcript
AZTRICE UETE:
FasFonss Date:
Teeck_ sy Howb—=a

FZRM F1HREER.: =443
TA FIL0OD0: Des. S, UL

TaMFAYRE CLad D ocariy surae s R I R

arraca Ly .
o I CLE3CH T

CRMILTY, TH L

LSILPHER OF ATTCENEY/TAK IRETEMALLLN AULIIDELEGAELUN [LOA/TIAY o TILEFRAR

——— MNI ELHLE SNl SAVan 2EU0 ETENZFIIE N CRELCT DMCHT ===

ACCOURT ERZANCT: G,.23E 22
ATCRUID IATIREIT L L ] ES O Doz, 14, =dld
ATCANZN FIHEC T AN B3 OF: Sz, 149, #2913

<COMHT BEZAACI FLAd ACLAPRSS

tlbis iz tvl e papsCl sasiun | EO 11 R

4 CEFSEVATTAN TROM TR RETUORY DR AS 22302210 ™

10--f2-2Gl3
10-02-2513
1okt eel1sanT

=iERLS LUE B Gi
FILIWG STATUS: fi-g =
AGTISTES GROSS THOSET: E7. 545.C0
TAKANTT, THSOHE: S5 ELIZ.0R
TAK AR HaLLWFH 10,143.20
ER OTANEPTS THIMIAS Wi em ik O
- an
IE WAREAHLE LNLAS SLGLEE: R
TITRL FILE IMTLETHELT TAM: Toh
SRR L AL Ll olUJiy JBCSIVED SARTE O ARISAEYER LE LRTER) swl, 24, 2
PEUCE S8 bl JE2TE ang. TG,
I[ il TRANGAITIONS |
CODE EXFLANATLON OF TRANSACTION CICLE DATE AMODNT
1 Tre vernsT Tiormd 20103L05 D9=LE=2010 S153,143.00

American Society of Tax Problem Solvers

WE TRAIN RESCUE SQUADS , ==k
FOR TROUBLED TAXPAYERS



feellog

Fewimn cf varapartod doooce
ATt Ie DAy Tant G2 ToRE oV

Zoducwl v Kacroerad -2 oz ThEY e thinlling

Iul=res. COavGas for _ate Lawmoot

Tarslty Jur ldle paedenb oaf omax

“axtal_mest agrooméat catablosbad

Jepomsed a3k returm or clelw Sureas ARl Tar poacssalng

n/3 THATL-TOT-010:ER-T
EOr WoE or _udd witakdlding
1] Creed L Lo pous asromrs
@€ Refund lsscud
qe
=
At
S0 sgditioral TZX aseazasd
=fa Aansq Lpel-aRsds-2
1a%
27a
el Hemles _soand
ZF DOEX
a7
TR Paa o rTern Eilad
E10 Faluod frawuw
ER .
€43 Eerren T

-n frled

AT dNA-NTF0ON-7

Erorded toz oreluzog un clads forwarsed e oarennTasTg

o37 Arardesd waturn ti_
, Py a2 sv-42% InlEs #
i 673 Raymess
' Leuy
ain Foepurdl sl CRSTEsAToAbIwE
a71 “nstaslw@al agszewent estanl ishad
! el sapk=uptey or cbhor Zoual acliwn Zllad
e Fsrerad bEarkougkey 8T other legal actlon
931 Callesliva dye crocess Xabdra nt Iothot £2 Leyy ==

izx-ad

uq 15 ol
Jd-15 #in
CE-lg-i01a
GI-10-3322
LH-L2-25l

G- 7207 1

DR-QE-201z

qE R
Q3-oE-I0l2
JZulg=2al2

-2 D1 231
R )
LoL=27-20210
pi-13-z0-:2

- e

03uis=2012
LR B IEu o B

1o-i=3012

12-0Z 2000
LE-0l-25l1
12-05-3022
1?-nF-2n &

Ll=dfeE0t R

Page 7 of 2

—52L, 663, Q¢
—-%a02. 936

EER I

o_"
-s1.000.20
SL.4ld. L
a0.0]

303,280
it

A

5020
ULy
T L
£0.04

20,07

s2.07

0,04

050
20.00
£0_00
T
L.

Thixm Trocuect Contoong Feralrlive Taxgpayss Sele

American Society of Tax Problem Solvers

WE TRAIN RESCUE SQUADS
FOR TROUBLED TAXPAYERS \_



PS, American Society of Tax Problem Solvers

Frivolous Tax Arguments

 Frivolous Tax Areuments-Q & A:

WE TRAIN RESCUE SQUADS , ==k
FOR TROUBLED TAXPAYERS



Frivolous Tax Arguments

* Frivolous Tax Arguments
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