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United States District Court

Eastern District of Washington

Jurisdiction and Venue

This is a complaint for refund of taxes or penalties payed under protest and after a claim
for refund under 26 U.S.C. § 6702, et all.

The Court has jurisdiction pursuant to 26 U.S.C. § 6703(c)(2). Further the United States
or one of its agencies are a defendant, 28 U.S.C § 1391.

Parties
John Schlabach
PO Box 362

Mead, Washington 99021 2:18-cv-00053-SMJ

' 509-953-1060 johnjsch@gmail.com Case No.

V.

Internal Revenue Service and its agents.
Frivolous Return Program Stop 4450
Ogden Utah, 84201-0021

Statement of the Case
Background

Plaintiff Schlabach has converted all his received paychecks into lawful money of the

United States ("U.S. Notes”), pursuant to the provisions of 12 U.S.C. § 411.

Schlabach's process is to stamp “Redeemed in Lawful Money pursuant to 12 U.S.C. §

411" on the endorsement line of each of his paychecks to assert his demand made to
| the Federal Reserve Bank where his checks are cashed and/or deposited.

12 U.S. Code § 411 - Issuance to reserve banks, nature of obligation; redemption

Federal reserve notes, to be issued at the discretion of the Board of Governors of
the Federal Reserve System for the purpose of making advances to

‘ Federal reserve banks through the Federal reserve agents as hereinafter set

forth and for no other purpose, are authorized. The said notes shall be

obligations of the United States and shall be receivable by all national and

‘ member banks and Federal Reserve banks and for all taxes, customs, and other
public dues. They shall be redeemed in lawful money on demand at the
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Treasury Department of the United States, in the city of Washington, District of
Columbia, or at any Federal Reserve Bank. (Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 265:
Jan. 30, 1934, ch. 6, § 2(b)(1), 48 Stat. 337; Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704.

It is an undisputed fact that Federal Reserve Notes may be redeemed in lawful money,
“US Notes”, see: Milam v. United States, 524 F. 2d 629 - Court of Appeals, 9th Circuit
1974; “Appellant is entitled to redeem his note, but not in precious metal.” “United
States v. Thomas, 319 F. 3d 640 - Court of Appeals, 3rd Circuit 2003; Currency,
however, differs substantially from such objects. Paper currency, in the form of the
| Federal Reserve Note, is defined as an "obligation of the United States" that may be
"redeemed in lawful money on demand." 12 U.S.C. § 411",

Schlabach's intention is to follow the precise strictures of the statute by making his good

faith demand at each interaction with the Federal Reserve Bank. 12 USC § 95a, part 2
| provides that: “no person shall be held liable in any court for or in respect to anything

done or omitted in good faith in connection with the administration of, or in pursuance of

and in reliance on, this section, or any rule, regulation, instruction, or direction issued
| hereunder.”

Federal Reserve Notes are an elastic currency, whereas U.S. Notes are legally limited
| to only $300,000,000.00 in reserve or circulation. See: 31 § U.S.C. 51 (b)(1).
Schlabach considers his pay to be tendered to him in US notes, that is not in reserve
currency but in the physical form of Federal Reserve notes. On January 21, 1971 the
‘ Treasury chose to quit putting more US notes into circulation because Federal Reserve

notes function adequately in all respects like US notes which are in all respects —

Juifliard v. Greenman 110 US 421 - like Federal Reserve notes. See “Treasury Fags’
| webpage - “Legal Tender Status”:

United States notes serve no function that is not already adequately served by Federal
Reserve notes. As a result, the Treasury Department stopped issuing United States
notes, and none have been placed into circulation since January 21, 1971.

Supreme Court stated in; in Veasie v. Fenno, 75 US 533, “United States Notes,
obviously, cannot be the subject of a tax.” See also, McCulloch v. Maryland, 17 U.S.
316.

| Refund is Appropriate

| After a claim is filed and rejected the courts have jurisdiction and no collection action
shall be taken until the court has adjudicated the claim. Noske v. US, 911 F. 2d 133 - Court of
Appeals, 8th Circuit 1930 A taxpayer assessed with a § 6700 penalty may stop collection
proceedings by paying at least 15% of the penalty and filing an agency claim for refund of
the amount paid. 26 U.S.C. § 6703(c)(1). Within 30 days after the denial of the claim for
refund "of any partial payment of any penalty under section 6700," or within 30 days after six
| months of agency inaction, the taxpayer may bring a lawsuit in federal district court to
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determine liability for the penalty. 26 U.S.C. § 6703(c)(2).

The claim for refund was filed in June 2017, denied and the reconsideration was also
denied January 2018, therefore this court has jurisdiction.

Federal courts have jurisdiction to hear refund claims; White v. US, 250 F. Supp. 2d
919 - Dist. Court, MD Tennessee 2003 In a frivolous return penalty case, jurisdiction lies
with the district court, rather than the tax court. "[U]nder section 6703 [the tax court]
lack[s] jurisdiction to review assessments of section 6702 frivolous return penalties ...."

Facts

On or about April 3, 2014 Schlabach filed a return statement under penalty of perjury for
the year 2013.

Sometime after July 2, 2015 the IRS issued a frivolous penalty in the amount of
$5000.00 for an alleged frivolous filing.

On or about November 26, 2016 Schlabach received from the IRS a notice of penalty,
charging another $5000.00 penaity for an alleged frivolous filing.

On or about November 26, 2016 Schlabach sent a letter to the IRS in response to the
penalty requesting the documents or filings that caused the frivolous penalties, which
now totaled $10000.00. see EXHIBIT A To this day no reply or document(s).

On or about November 26, 2016 Schlabach sent a letter to the IRS requesting the
documentation that fell within the Secretary's determination entitled: “THE TRUTH
ABOUT FRIVOLOUS TAX ARGUMENTS, March 2014" and “Revenue Ruling 4-26-2010
Notice 2010-33". See: EXHIBIT B.

26 USC 6702(b)(2) states that a penalty under said section must be a position identified
by the Secretary. Schlabach is entited to know and understand which of the
Secretary's frivolous positions he is being penalized under.

On or about May 1, 2017 the IRS applied the refund from 2015 in the amount of
$1730.87 to the frivolous penalty balance for 2013.

On or about May 15, 2017 the IRS applied the refund from 2016 in the amount of
$8724.68 to the frivolous penalty balance for 2013.

On or about June 10, 2017 Schiabach filed a claim for refund with the IRS for the
$10000.00 in alleged penalties that were paid, plus interest, for a total of $10324.69.

On or about November 10, 2017 Schlabach received a letter from the IRS dated
November 13, 2017 denying his claim.
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On or about November 25, 2017 Schlabach sent a letter to the IRS requesting the
reason(s) and for the documents that were determined as frivolous, including a
notification of the court(s) ruling that the burden is on the IRS

' The November 25, 2017 letter informed the IRS that the next step would be filing a
complaint with the federal district court. See: EXHIBIT A

Refund requests for 2008, 2009 and 2010 have been ignored or declined and 6 months
have passed. Total amounts for these years $12074.46. Penalties have been either
threatened or issued for these years also. All for the same reason as noted above.

United States v. Williams 514 US 527 — Supreme Court 1995 sets out this process;
The jurisdiction conferred by § 1346(a)(1) is limited by 26 U. S. C. § 7422(a). Like §
1346(a)(1), § 7422(a) contains no language limiting a refund suit to the "taxpayer,” but
its "express language . . . conditions a district court's authority to hear a refund suit."

[and] Title 26 U. S. C. § 6532(a), which imposes a period of limitations on suits for
refunds in court and is entitled "Suits by taxpayers for refund,” states that "[n]o suit or
proceeding under section 7422(a) . . . shall be begun before the expiration of 6 months
from the date of filing the claim required under such section . . ., nor after the expiration
of 2 years from the date of mailing by certified mail or registered mail by the Secretary
to the taxpayer of a notice of the disallowance".

United States v. Williams, Supra, quoting; Philadelphia v. Collector, 5 Wall. 720,
| 731-732 (1867) ("Where the party voluntarily pays the money, he is without remedy; but
if he pays it by compulsion of law, or under protest, or with notice that he intends to
bring suit to test the validity of the claim, he may recover it back . . . .").
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On December 4, 2017, Schlabach received a notice penalty in the amount of $5000.00
each year for years 2009, 2010 and 2012.

b
(=]

ON December 11, 2017 Schlabach sent a letter requesting the document that was filed
- | that was frivolous and how it related to the Secretary of the Treasury determinations.
§ | See: EXHIBIT C

(LS S
N

24 | To date the IRS never provided any such documentation and apparently believes they
98 I are not required to comply with their own rules pursuant to publication one.

26 ‘ On December 4, 2017, Schlabach filed a FOIA via fax to the IRS requesting the
27 ‘ documentation and determination of how any filing he had made were frivolous.

28 | On January 21, 2018 Schlabach received a response to his FOIA request of December
4, 2017. These response records showed an agent identified only as "B" made a
| determination that the documents plaintiff filed were subject to a penalty pursuant to the

| secretary determination coded as “argument code 30."
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Pursuant to  the IRS  documentation and determination  at
https://iwww.irs.gov/irm/part25/irm_25-025-010r the “argument code 30" is defined as
“ARG 30 - Non-negotiable Chargeback (NNCB)". EXHIBIT D

In searching all the filed documents there is no such filing, or even a reference to such a
notation.

The IRS and its agent “B" is believed to have deliberately assigned an inapplicable
argument code to allow for the continuous issuance of a $5000.00 penalty — even when

| Schlabach is simply asking for the IRS's assistance in understanding and/or resolving
this issue.

| On or about January 2, 2018, Schlabach sent a letter to the Inspector General
requesting assistance, as the IRS appeared to be ignoring any requests to comply with
providing any supporting documentation that was alleged as frivolous. See: EXHIBIT E

On or about February 3, 2018 Schlabach received a reply to his request for
reconsideration letter, on the request for a refund of the penalty for the year 2013,
denying the reconsideration and still refusing to provide any documentation that
indicated what was filed that was determined to be frivolous.

In Mattingly v. United States, 924 F.2d 785 (8th Cir. 1991) | 31, the court ruled: “We
find the reasoning of Mitchell more persuasive and hold that in actions brought under §
6701 the burden of proof is on the government by a preponderance of the evidence.
This holding is based on our view of the statutory language, the integrated enactment of
§§ 6700-03 and the overall structure of the civil tax penalty provisions."

NOTE: On April 5, 1933, the physical possession and legal title to lawful money
(gold) was taken from the people. But the people had to retain the equitable title to this
lawful money or else it would have amounted to theft, and Congressman Louis Thomas
| McFadden’s charges of theft and treason on May 23, 1933 lodged with the Judiciary
would have required prosecution. These charges were mitigated by the passing of HIR
192 on June 5, 1933 which provided for the possibility of “discharge upon payment” of
all obligations. This remedy was subtly effected by two United States Codes: 1) 12 USC
411 which provides access to this lawful money “upon demand”, and 2) 12 USC 95a(2)
which assures “full discharge” of all obligations upon assignment or transfer of
payments to the United States.

Summary
| Plaintiff has acted within the provision of the Supreme Court and the statutes.
| The Supreme Court ruled that US Notes are not the subject of a tax.

’ 12 USC section 411, as part of the Federal Reserve Act, provides for the redemption of
! Federal Reserve Notes in lawful money (US Notes).

||

Complaint Page 5 of 7



Case 2:18-cv-00053-SMJ ECF No.1 filed 02/13/18 PagelD.6 Page 6 of 7

| US Notes are not taxable, Veasie v Fanno, Supra.

12 USC 95a part 2; states there can be no penalty for attempting to comply with the 12
USC Title and sections thereunder.

A good faith reliance on the courts and statutes at large is not a frivolous position.

The IRS and its agents are in violation of section 12 USC §95a part 2. The court must
determine the punishment for this violation.

Even if Schlabach has a good faith misunderstanding of the court ruling and statutes at
large, this alone cannot be considered a frivolous argument, especially if there is no
precedence.

There is no precedence, other than the court cases and statutes at large regarding
redemption, for how to report the redemption of Federal Reserve Notes in Lawful
Money and how this effects the tax liability.

Schlabach has made every attempt to comply with the provisions of the court rulings
and the statutes.

Every attempt by Schlabach to understand what the IRS or its agents were referring to
was ignored and additional penalties threatened.

The actions of the IRS or its agents are egregious and clearly violate due process.
Taxpayers have a clear right to understand the tax laws and how they apply to them.
Wherefore; Schlabach moves this court to;

Restrain the IRS and its agents from any additional penalties until this court makes its
determination whether any documents filed are frivolous.

That the court determine there should not be any frivolous penalties.

' That the court order all penalties payed thus far must be refunded, with
| interest.

Issue a ruling that Schlabach acted in good faith in relying on the Court
rulings and Title 12 USC sections 411 and 95a.

For such other and further relief the courts deems necessary.

Plaintiff reserves the right to amend this complaint if necessary.
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CLOSING

Under Federal Rule of Civil Procedure 11, by signing below, I certify to the
best of my knowledge, information, and belief that this complaint: (1) is not
being presented for an improper purpose, such as to harass, cause
unnecessary delay, or needlessly increase the cost of litigation; (2) is
supported by existing law or by a nonfrivolous argument for extending or
modifying existing law; (3) the factual contentions have evidentiary support
or, if specifically so identified, will likely have evidentiary support after a
reasonable opportunity for further investigation or discovery; and (4) the
complaint otherwise complies with the requirements of Rule 11.

I agree to provide the Clerk's Office with any changes to my address where
case-related papers may be served. I understand that my failure to keep a
current address on file with the Clerk's Office may result in the dismissal of
my case.
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| Mead, Washington 99021
| 509-953-1060 johnjsch@gmail.com
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Department of the Treasury
Internal Revenue Service
Fresno, CA 93888-0010

November 26, 2016
Your letter dated November 28, 2016, copy enclosed
Sir, Agent, Caller ID 521186.

Replying to your letter, | have reached the age of majority; and, | have carefully read your
Notice; and further, | have carefully read THE TRUTH ABOUT FRIVOLOUS TAX
ARGUMENTS, March 2014, court ready document copy enclosed and IRS 2007-30.

I am at a loss and at a disadvantage as you have made threats, and assessments, without notice or
support leaving me to wonder your purpose. [ have carefully reviewed and researched my
records and cannot fine any record that would fall within the previews of the March 2014
briefing or IRS 2007-30 you noted.

My legal research informs me that notice and opportunity to be heard is a mandate, by statute and
rulings, before making assessments. Apparently there are two assessment of a frivolous position you
are referring to and none of them are known to me. | could obtain an injunction until you provide
copies of what you are referring to as frivolous. | am advised that a federal judge would grant an
injunction based on the threats without facts to support such threats along with my affidavit stating that
fact and or not having any knowledge of what source you are making such determinations. The court
wants me to try to resolve this first and also exhaust my administrative remedies.

I have no desire to go to court, as it is expensive, without first allowing you an opportunity to provide
me with a copy of the document that allegedly was filed that you are saying is or was frivolous. With the
false tax return filings with the IRS and theft of identity the document(s) may exist or it could be a false
document filed without my knowledge.

Please, as soon as you can, send me a copy of what you are reviewing so | can make a lawful and
informed response. | cannot pay the amount in advance, and knowing the statute requirements for of
notice and right to be heard, legal action is my last result.

This request also requests time of 30 days for me to respond from the time you send the alleged
supporting documents.

1 understand this could be an error and if it is | am requesting it be corrected.
Thank you in advance for your prompt response.

John Schlabach
PO Box 362
Mead, Washington 99021
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Revenue Ruling hulletin: 2010-7
April 26,2010

Notice 2010-33
Frivolous Positions

1. Purpose

Positions that are the same as or similar 1o the positions listed in this notice are identificd as rivolous for
purposes of the penalty for a “frivolous tax retum™ under section 6702(a) of the Internal Revenue Code and the
penalty for 3 “specified frivolous submission™ under section 6702(b). Persons who file a purporied retum of
tax, mdmlnluunﬂulormud-lmbﬂumumcfﬂmwslwnwﬁwhawﬂnf
55,000 if the purporied retom of lax does nol contain on which the
el F-assessed determination nrmmhummmalmﬁm‘umm&cmdmm scll‘-
assessed determination of tax is substantially incorrcet. Likewise, persons who submil a “specificd
subrmission™ [lund:,. a request for a collection duc process hearing or an application for an installment
of Laxpayer onder) based on one or more of the positions lisied in
|h|m=mnh_gclwapn-lll}nl'$$.ﬂm The penalty may also be applicd if the purported retum or any
portion of the specified submission is not based an a position sct forth in this otice. yet reflects a desire to
deloy ot impede the adminisition of Federal tax lows for purposss of section 6702(aN2NB) or
HTO2(bXIHAN). The penalty will be imposed only when the frivolous position or desire 1o delay or impode
|Ia=ldnwmn of Federal tax lows sppears on the face of the relum, purporicd returs, or specificd
jon, including any h the retumn or

1L, Background

Section 407 of Tax Relicl and Healih Care Act of 2006, Pub. L. No. 109132, 120 Stat. 2922, 2960-62 (2006),
mmended section 6702 o increase the amount of the penalty for n-hommmlm lim mo-nss.mu
1w itnpose a penalty off $5.000 on any person who submits a “specifi dom is
a "specified frivolous submission™ if it is a “specified submission™ (defined in section mmmm) asa
request for 3 heaning under scction 6320 or 6330 or an application under section 6159, 7122 or 7811) and eny
portion of the submission (i) is based on o position idemtified by the Secretary as frivolous or (i) reflects &
duh:ndela)«'iﬂpﬂedﬂlﬂmmufwl’dwmllwl,SmtmuuM'umddbadda

new subsection {c) ining the § o iedically revise, a list of positions idenlified as
frivolous, Notice 2007-30, 2007-1 C.13. 383, contsined ll\c jpreseribed list, Notice 2007-30 was modificd and
superseded by Notice 2008-14, 2008-1 C.D. 310, ultHladM i positions to the ihed list. This
nolice revises the list in Notice 2008-14 10 sdd additional posi identified as frivolous. The positions that
have been added zre found in paragraphs 21, 72, and 27,

1L Discussion

Pusitions that are ihe same as or similar 1o the following are frivolous.
{1} Compliance with the internal sevenue laws is voluntary or optional and not required by law, including
arguments that

{a) Filing a Federal tax or information retumn or paying tax is purcly voluntary under the law, or similar
arguments described as frivolons in Rev. Hul. 2007-20, 2007-1 C.B. 863,

{b) Nothing in the Inicrnal Revenue Code imposes a requirement to file a retum or pay tax, or that a person is
not required o filc a tax return of pay a tax unless the Iniernal Revenue Service responds 1o the person’s

filed 02/13/18 PagelD.11 Page 4 of 17

questions, conrespondence, or 3 request to identify a provision in the Code requiring the filing of a renam of the
payment of tax,

{€) There is no legal requircment 1o file a Federal incomne tax retum becanse the instructions to Forms 1040,
1040A, or 10401Z, or the Treasury regulations associated with the filing of the fonns do not display an OMB
control number as required by the Paperwork Reduction Act of 1980, 44 US.C. § 3501 of seg., or similar
arpuments described as frivolous in Rev. Rul. 2006-21, 2006-1 C.B. 745

(d) Because filing 3 tax return is nat required by law, the Service must prepae a tetum for 3 iaxpayer who does
not file one in order to assess and collect tax.

{e) A txperyer hias an oplion under the low to file a document or set of documents in licu of o retam or elect 1o
file a tax return reponting xovo laxable income and rero 1ax lobility even if the taxpayer received tacable
income during the 1axable period for which the setumn is filed, or similar atgumments deseribed as frivoloas in
Rev. Rul. 2004-34, 2004-1 C.B. 619.

{0 An employer is not legally obligated 1o withhold income or employment taves on employees’ wages.

(%) Only persons who have contracted with the government by applying for 2 goverminental privilege or
benefit, such as bolding a Social Security number, are subject 1o tax, and those who have contracted with the
povernment may choose io revoke the contract ai will,

{h) A taxpayer may lawfully decline 1o pay taxes if the taxpayer disagrees with the govemment's ose of tax
revenues, of similar arpuments described as frivelous in Rev. Rul, 2005-20, 2005-1 CB. 821

(i) An sdministrative summons issued by the Service is per ae invalid and compliance with a summens is rot
Iegally roquired.

(2) The tniermal Revenue Code is not law (or “positive law”) of its provisions we inclfective of § i
uldnlh:mm;mlmmwrmmmrlqﬁmmbﬂmlhmmm
huuwtbmwplmaldbrmﬁubnawlwmemamhmmméumw

to issue to beoome effective or (b) expressly require
mp‘lunemimnpimnmhmbmhud.

mJ\wn!ﬂwmiuudﬂdﬂmmhnmnmmtw:mmmmsm
citizenship because the taxpayer is a citizen exch ly ol a State { d a3 a “natural-bom
Wofnmm‘;Mismdnhtmamumuﬂmhlhlmﬂ
the United States. This position includes the argument that the United States does not include all or a pant of
the physical termitory of the 30 States and instead consists of only places such as the Disirict of Columbia,
Commonwealths and Tervitories (e, Pucrio Rw). and Federal enclaves (e, Native Ametican reservations
and military instaliations), or similar ibed as frivolous in Hev. Rul. 2004-28, 2004-1 C.0. 624,
or Rev. Rul. 2007-22, 2007-1 C.B. 866,

(4) Wages, tips, and other compensation received for the performance of personal services arc not taxable
income or are offset by an equivalent deduction for the personal services rendered, including an angument that
a taxpayer has a “claim of right™ 1o exclude the cost or value of the taxpayer’s labor from income or that
taxpayers have a basis in their labor oqual (o the fair marker value of the wages they receive, or similas
arguments described as frivolous in Hev. Rol. 2004-29, 2004-1 C.B. 627, or Rev. Rul. 200719, 2007-1 C.B.
B43.

{5) United Siates cliizens and residents are nol subject 1o tax on their wages or other income derived from
sources within the United Stales, as only forcign-based income or income received by nonresident alicas and
forcign corporations from sources within the United States is taxable, and similar arguments described as
frivolous in Rev. Rul. 2004-30, 2004-1 C.B, 622.

{6) A taxpayer has been untaxed, detaved, or removed or redecmed from the Federal tax system thoagh the
taxpayer remains a United States citizen or resident, or similar angwnents described as frivolous in Rev. Rul.
2004-31, 20041 C.B.617.
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(7} Only certain types qﬂ..vnwﬂnla subject 1o income amd employ taves. such as employees of the
Federal go aliems. of resid of the Disirict of Columbia or the Federal
in Rev. Rul. 2006-18. 2006-1 C.B. 743,

..‘ ilar arg Searahad ay il

(B) Only cenain types of income are inxable. for example, income that sesults from the wle of alcohol,
tobacco, or firearms or from ies that take place in ¢

19) Federal income taxes are unconstitutions! or a faxpayer has 2 constitutional right not to comply with the
Federal tax laws for one of the following reasons:

{a) The First Amendment permits a tavpayer 1o refuse to pay taxes based on refigious or moral belicfs.

(b) A taxpuyes may withhold payment of taxes or the filing of 2 tax retwn wntil the Service or other
wu—d.l-nu_n._.a:nio.&.:o._.an Amendment petition for redress of grievances.

e} A with, or enfi of, the tax laws invades a taxpayer’s right 1o privacy under the
131.).8!_;

(d) The reuitement to file a tax retumn is on unreasonsble search and seivure conirary to the Foarih
Amendment.

(e} Income taxation, tax ing. or the ion of tax is & “taking™ of property without
g!eﬂ&oq-ntihlg!ﬂﬂgr. violation o qlnn_#blﬂ.&.lh

() The Fifth Amendment privilege agains self-incri grants taxpayers the right not to file retums or
the right to withhold all finencial information from the Service.

(g) The Ninth Amendment exempts those with religions or other objections to military spending from paying
taves to the extent the taxes will be used for military spending.

.S.. I or lied i with the internal revenue laws is o form of imveluntary servitude
.z'&:?l may not be taxed unless they are “citizens™ within the ing of the Fi
&-dsm—tiiﬂli!iirsﬂrﬂ dicts the Constitution as origi ratified,
lacks an enabling clause, or dues not auth d, direct i

(k) Taxation of income ot F-.&s-!i.sxnrang&ﬂﬂos vialates the constitutions! prohibition
‘against impaitment of contracts,

1) Similar ilutional described as fri in Rev, Rul. 2005-19, 2005-1 C.8,. 819,

oy A Ei-v.ﬂ_-.!_-lvani within the meaning of section T701(a)(14) or other provisions of the Intemal
Revenue Code, or similar arguments described as frivolous in Rev, Rul. 2007-22, 2007-1 C.1, 866,

{11) Only fiduciarics are taxpaycrs, or only persons with a fiduciary relationship to the United States are
obligated to pay taves. and the United States or the Service must prove the fiduciary status or relationship.

{12) Federal Reserve Notes are not taxable income when paid 10 a taxpayer because they are nol gold or silver
and may not be redeameal for gold or silver.

{13)Ina Eli‘.&l!—ioﬂ’ the value of the coias is excluded from income or the amount
realized in the trangaction is the foce value of the coins and not their fair market value for purposcs off
n!ﬂluﬁ&.&au!n_-s.nﬂ

{14) A raxpayer who is employed on board a ship that provides meals 21 vo cost 1o the taxpayer as pant of the
employment may clzim a s-called “Mariner’s Tax Deduction™ (or the like) allowing the 1axpayer to deduct
from gross income the cost of the meals as an onployee business cxpense.

{15} A saxpayer may purpon to operate a home-based business as a basis to deduct as business expenses the
taxpayer’s personal expenses or the costs of inaintaining the taxpayer's houschold when the maintenance ilcms
of amounts as reported do rot comespond 10 a3 hono fide bome business, such as when they are grossly
encessive in relation to the conceivable costs for some portion of the home boing used exchmively and
regularly as a business, or similar arguments described as frivalons by Rev. Rul, 2004-32, 2004-1 C.0, 621,

ive A logous credit {or are excmpt from Federal income tax on the basis ofa
giﬁ!«ﬂisﬂﬂiﬂﬂ-ﬂ?ﬁlﬁn«nlugﬁ;_ﬂ?ﬁ- v Rev, Rul, 2006
20, 2006-1 C.0. 746,

(17) A Native American or other faxpayer who is not an employer enpaged in a balde o business may
nevertheless claim (for example, in an amount exceeding all reported income) the Indian Employment Credit
under section 45A. which explicitly requires, among other criteria, that the taxpayer be an employer engaged in
a trade or business to claim the credit.

(18) A tapayer’'s _Gﬂluﬂn_llmsﬂ.weﬂ-_ueﬂiwgql iaxpayer waives the right 1o reccive
Social Scounty benefits, or a taxpayer is enlitled 10 a refund of, or may claim a charitable-contribution
deduction for, the Social Security taxes thal the taxpayer has paid, or similar arguments described as fivolous
in Rev. Rul. 2005-17, 2005-1 C.B. 823.

(19) Taxpayers g%ﬁ&iﬁi their 1&0&5:..!.33.!2:{ tax retum, including siking
out the ‘I&.aqin“_l«_ to the renern, such s a disclaimer of lishility, or
similar d as fri r.!n—. Hul. 2005. 1§, 2005-1 C.0. 817,

__we?_r..iﬂ_-uu .&:nl&_us;_!gh i povermmenl has crealed an eniity scparate and
distinet from the taxpayer—a “straw man"—that is distinguishable from the taxpayer by some variation of the
taxpayer’s name, and any tax obligations are exclusively those of the “siraw man,” or similar arguments
descbed as frivolous in Rev, Rul, 2005-21, 2005-1 C.B, 822,

(21) A taxpayer may wse a Form 1099-0ID, (Jrginal Jume [iscount, {or another Form 1099 Seties
.-_.e....ll .lls:aa_..nl.nle._oiﬂ!!i.» obiain or redecm (under a thoory of “redemption™ or

) a payment aut of the Uniled States Treasury or for 3 refind of tax, such
as by drawing on a “draw man™ of similar financial account mainiained hy the government in the taxpayer™s

ol
and requires the Treasury Depanment to bonor a Form 1099-011 as 2 financial or redemption instnument; or
similar arguments described as frivolous in Rev. Rul, 2005-21, 2005-1 C.B, 822, and Rev. Rul. 2004-31, 2004~
1 CH&I7.

.uuvbigiglggiuﬂsgagléoﬁi&&l‘iil
other tax thal is obviously false because it excoods the taspayer’s income as reponied on the retam or is

y high in isom with the income reported on the retum of information on supporting.
documents filed with the retum (such as Form 1099 Serics, Form W-2, o Fom 2439, Notice m Sharcholder of
{inadistrabuted Lamg-Term {apual Caims),

(23} Inserting the phrase “nunc pro tuec™ on a retum or ofber document filed with or submitted to the Service
has a legal effect, such as reducing a taxpayer’s tax Kability, or similar argumcnts described as frivolous in
Rev, Rul. 2006-17, 20061 C.0. 748,

(24) A cxpayer may avoid 1ax on income by attributing the income 1o a trust, including the argument that a

taxpayer can put all of the tanpayer's asscts into o trust 10 avohd income tax while sill retaining substantial
powers of owmership and control over those asscls or thal a taxpayer may claim an expense deduction for the
ﬂﬂiu—i.ﬂ.&! trest, of similar arguments described os frivolous in Rev. Rel. 2006-19, 2006-1 C.0,
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{25) A ixpayer may lawfully avoid incomne tax by sending income offshore, inchiding depositing income intn
a foreign bank account.

(26) A taxpayer can claim the section 44 [Disabled Access Credit 1o reduce tax or generate a refund, fon
Eirrwsngqr!-w%igi;ua an inflated price (which may or may not
r!aroﬂun_cv__v_.a&—.ﬂﬂ._!n@r ﬂtsna_rl—_ﬁﬂgﬂnuﬂn;mnu. lun...!h.ﬁﬁiﬂ

with the i of the with Disabilities Act.

g.}luﬂ#ﬁi claim a refiend of tax based on d advance f ! of the Earmad
Tmcome Tax Cr g.ﬂﬁ?:&{*ﬂxsﬂgaﬂin m 941, 125.»1‘;?.15&.:&.1.__. ¥ Retur,
inﬂ!ﬂl_—&.;! teturn that reports an amouni of puponed wages, tips, or other compensation but
Ieaves other line iloms on the retumn hlank {or with a zoro as the amoant).,

(28) A taxpayer may claim the section 6421 facls tax credit (such as on Form 4136, Credit for Federal Tax
Pakl an Fucly, Form 8849, Claim for Refimnd of Kxeise Taxes; or Form 1040) even though the taxpayer did not
_!v.lxuln_un!__lmﬂ.—_aaslagi_.s! ofF-highway busincss use during the poriod for which the
credit is claimed. Also, if the txxpayer claims an smount of credit that is so disproportionately excessive lo any
(including zero) busincss incoms reponed on the taxpayer’s income tax return as 10 be patendly unallowable {
e . o credit that is 150 percent of business income reporied om Form 1040} or Gcially reflects an impossible
quantily of gasoline given the business use, il any, as reporied by the taxpayer.

(29) A taxpayer is allowed to buy or sell the right 1o claim a child as a qualifying child for purposes of the
Eamed Income Tax Crodit.

(30) An IRS Fonn 23C, A Certificate 5 Kecord of A s an invalid record of
asscssment for purposes of section 6203 and Treas. Reg. § 301.6203-1, the Form 23C must be porsonally
signed by the Secretary of the Treasury for an assessment 1o be valid, the Service must provide a copy of the
Form 23C to 3 taxpayer il soquested before taking collection action, or similar arpuments deseribed as

frivelous in Rev. Rul. 2007-21, 2007-1 C.0. B63.

(31) A tax assessmen! is invalid because the assessinent was made from a section 6020(b) substitute for returm,
which is mot a valid retum.

(32) A statutory notice of deficiency is invalid because the tmxpayer to whom the notice was sem did not file an
income tax relurm reponting the deficioncy ar because the statutory notice of deficiency was unsigned or not
signed by the Secretary of the Treasury or by someone with delegated anthority.

(33) A Notice of Federal Tax Lien is invalid because it is su:i-n:a. Eﬁiiﬁgrﬁeq_i
Sccretary of the Treasury). or because il was filed by someont wi

{34) The form or conteni of a Notice of Federal Tax Lien is controlled by or subject 1o a state or lncal law, and
a Notice of Federal Tax Lien that does nol comply in form or content with a siate or local law is invalid.

(35) A collection duc process notice under section 6320 or 6330 is imvalid if it is not signed by the Sceretary of
the Treasury or other particalar official, or if no cenificate ol assessment is attached.

(36) Verification under section 6330 that the requi of any applicsble law or ademini
Eiiﬁgéfigg!;%igﬂgg nstl..lﬁcq!noﬂat
format), such as a record of or that the lar forms of or the ones on
which I&gsaggﬁ!;*__its taxpayer at a collection due process hearing.

(37) A Notice and Demand is invalid bocause it was not signed, was not on the comreet form (e, a Form 17),
or was rot accompanicd by a cemificate of assesament when mailed.

Bsﬂf:iwn:ldﬂne!.ws__gggﬂneﬂunrn. any purported constitational or ather
reason, have the authority 1o hear and decide inatiers within its jurisdiction.

(39) Federal courts may not enfores the intormal tevenue laws because their jurisdiction is limited 1o admiralty
oF marifite cascs 01 issues.

(40} Revenue (fficers are nol authorized 10 issus levies or Notices of Federal Tan Licn or to seize property in
satisfaction of unpaid taves.

{41) A Service empl; lacks the authoriry 1o carry out Ihe employee’s duties because the employes docs not
possess a cenain type _.E!ﬁ.n!!.uli_.l.q!ﬂ-j___ﬂ a pocket commission or a badge, or il is not
in the comect form or on the right medium,

{42) A person may represent a taxpayer befuie the Service or in count proceedings even il the person does not
have a power of attomey from the toxpayer, has not been emolled 1o practice before the Service, or has not
‘been admined 1o practice before the court,

{43) A civil action 1o collect unpaid taxes or penaliics must be il horized by the S of the

Treasury and the Aliomey General.

..—.:1-.!—.8.5 g:.ﬁ._ﬂl__ _.nl-gﬂ!lﬂ of amributes the income to 3 religious
(o fun sole™ or mini I trust) claimed 1o be tav-cxempt under section 501(eX3). or

similar arguments .__Rn-.rl_l_._aﬂrl Rev. Rul. 2004-27, 2004-1 C.B, 625,

{43) The Service is not an agency of the United States but rather a prival ion of an
agency of a State or Temitory without ambority o administer the intemnal revenue laws.

(46) Any pasition described as frivolous in iy tevenue suling or other published guidance in cxistence when
e return adopling the position is filed with or the specified submission adopiing the position is submitted to
e Service.

Retums or submissions that contain positions nol listed sbove, which on their (5ce have no basis for validity in
existing law, or which have rnﬂ..—un..l_ntﬂrnu.. uaeiav!!..&.slﬂniu—!!d&-ﬁgi
other count of di d 0 reflect a desine to delay or impede the
administration o qmlns_!rt-l!ﬂ&%w_s_ $5.000 penalty.

“The list of frivolous posilions above will be periodically revised as required by section 6702(c).
V. Effective Date

This notice is effective for submissions made and issucs raised after Aprl 7, 2010, For submissions made and
issues raised between January 14, 2008 and April 7, 2010, Notice 200814 applics.

V. Effect on Other Documents
Notice 2008-14 is modified and superseded,

V0. Drafling Information
._.- e.!nls_-s___e. of this nalice is Emily b, Lesnisk, Office of the Associae Chiel Counsel, Procadure and
For farther i contact Emily M. Lesniak at 202-622-4940 {not a tolk-free number),
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Department of the Treasury
Internal Revenue Service
Fresno, CA 93888-0010

December 11, 2017
Your letter(s) CP15 dated December 4, 2017, copy enclosed
Caller ID 681045.

I have reviewed your notice of penalty charge and am returning same for supporting
documentation. | have no idea what you are relying on for your comments. You said | have
based my claim on a frivolous position. Because | have not filed anything that [ am aware of that
is frivolous within the definition as outlined in internal revenue bulletin: 2010-17. I understand
my next step is filing in federal court, which has jurisdiction to determine refunds, but I am
entitled to the documentation upon which you are making this frivolous claim, as the burden is
on you,

Mattingly v. United States, 924 F.2d 785 (8th Cir. 1991)

9 31, We find the reasoning of Mitchell more persuasive and hold that in actions brought under §
6701 the burden of proof is on the government by a preponderance of the evidence. This holding
is based on our view of the statutory language, the integrated enactment of §§ 6700-03 and the
overall structure of the civil tax penalty provisions.

I'm sure a federal judge will agree that I am entitled to know what you are referring to. 1 have
searched the IRS sites and have read all the position determinations listed, and there is nothing
that I have filed that is frivolous. The district court has jurisdiction to make the determination of
whether or not the penalty is valid.

White v. US, 250 F. Supp. 2d 919 - Dist. Court, MD Tennessee 2003

In a frivolous return penalty case, jurisdiction lies with the district court, rather than the tax
court. "[U]nder section 6703 [the tax court] lack([s] jurisdiction to review assessments of section

6702 frivolous return penalties ...." Van Es v. Commissioner, 115 T.C. 324, 325, 2000 WL
1520321 (2000). A person "must bring suit in district court to determine his liability for [a

section 6702] penalty." 26 U.S.C. § 6703(c)(2). See Cotton v. Gibbs, 902 F.2d 1462 (9th
Cir.1990); Reinhart v. L.R.S., 2002 WL 1095351 at *4 (E.D.Cal. May 24, 2002) ("[i]n the case of
a frivolous return penalty under 26 U.S.C. § 6702, the district court is the proper reviewing
court."). Plaintiff has appropriately filed Y23 023 his Complaint in this Court with respect to his
challenge to the frivolous return penalty under section 6702,

[ have not received any documents from you responsive to my prior requests, so [ must assume
that your frivolous claim is in error. However, | am now asking again for the document(s) upon
which your frivolous claim is made. If I must, I will ask the federal judge to issue a court order
mandating you provide me with said document.
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You are aware of illegal, fraudulent filings from unknown persons, and such documents could
ecasily be what you are relying on in this matter. [If you are relying on any fraudulently filed
documents I am entitled to due process and a timely review of any such documents.

I filed a timely return statement that meets all the requirement for a valid return, as directed by
the court in Beard v. Commissioner [Dec. 41,237], 82 T.C. 766, 777 (1984), affd. [86-2 USTC ¥
9496] 793 F.2d 139 (6th Cir. 19806).

The Code does not define the word "return”. See Mendes v. Commissioner, 121 T.C. 308, 329
(2003) (Vasquez, J., concurring); Swanson v. Commissioner, 121 T.C. 111, 122-123 (2003). On
the basis of the Supreme Court's opinions in Zellerbach Paper Co. v. Helvering, 293 U.S. 172,
180 (1934), and Florsheim Bros. Dryeoods Co. v. United States, 280 U.S. 453, 464 (1930), in
Beard v. Commissioner, supra _at 777, we applied a four-part test (Beard 7717 test) for
determining whether a taxpayer's document constitutes a valid return. To be a valid return, we
said the document must meet the following requirements:

First, there must be sufficient data to calculate [the] tax liability: second. the document
must purport to be a return; third, there must be an honest and reasonable attempt to
satisfy the requirements of the tax law; and fourth, the taxpayer must execute the return
under penalties of perjury. [1d.]

My original statement meets all of these requirements articulated above, and is therefore not
frivolous. After which 1 filed a form 1040 pursuant to 12 USC section 411 and section 95A.
redeeming lawful money. The court stated in Milam v. United States, 5324 F. 2d 629 - Court of
Appeals, 9th Circuit 1974; “Appellant is entitled (o redeem his note, but not in precious metal.”
“United States v. Thomas, 319 I. 3d 640 - Court of Appeals, 3rd Circuit 2003; Currency,
however, differs substantially from such objects. Paper currency, in the form of the Federal
Reserve Note, is defined as an "obligation of the United States" that may be "redeemed in lawful
money on demand." 12 US.C. §411".

Further 12 USC section 95a(2). copy attached, states clearly that any and all attempts to comply
with title 12 shall not create any liability in any court or proceeding. The Federal Reserve Act
provides for the redemption of Federal Reserve notes in lawful money “United States Notes”,
(http://www.federalreserve.gov/aboutthefed/section16.htm ) and within the same title, 93a,
providing for no penalty for attempting to comply with the act. Therefore, nothing I have filed
can be determined as frivolous. I your penalty is based on the 12 USC 411 demand. in good
faith, then it would also be an illegal penalty as it violates the clear mandate of 12 USC 95a(2).
Wherefore please. by return mail, notify me of the object that is frivolous and how it is
incorporated into the Internal Revenue determinations.

All transactions are endorsed, redeeming in lawlul money pursuant to 12 USC 411, sampling
attached. as provided by statute. Complying with the law, or attempting to comply with the
statutes is not a frivolous act and when the statutes clearly states there can be no penalty for such
attempts your penalty must fail.
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Thank you in advance for your prompt response.

John Schlabach
PO Box 362
Mead, Washington 99021

CC:

Treasury Inspector General for Tax Administration
Headquarters City Center Building

1401 H Street, NW, Suite 469

Washington, DC 20005

PagelD.17 Page 10 of 17
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@A krivolous Position is one that the IRS has identified as being frivolous, or that reflects a

%w_ﬂm to delay or impede the administration of Federal tax laws. Frivolous returns generally
Ln _ under one or more of the five basic categories.

_ mﬂﬁmmoé Arguments

Case 2:18-cv-00053-SMJ ECEN
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Other Arguments

ARG 10 - Fifth Amendment (SAMEND)

ARG 16 - In Lieu of (ILO)

ARG 17 - Disclaimer (DISCL)

ARG 18 - Protest Against Government Action/Inaction (WARTAX)
ARG 20 - Challenges to Authority (CONST)

ARG 21 - Paperwork Reduction Act

ARG 22 - IRS Collects Tribute, Not Taxes (TRIBU)

ARG 24 - Amended Returns/Form 843 Claim for Refund and
Request for Abatement (AMEND)

ARG 25 - Untaxed (UNTAX)

ARG 26 - Federal Reserve Notes Are Not Legal Tender (FEDRES)
ARG 28 - Obscene, Vulgar, Harassing (OBSC)

ARG 29 - Any other position deemed frivolous

ARG 30 - Non-negotiable Chargeback (NNCB)

ARG 34 - 1041 - In Lieu of 1040 (1041 ILO)

ARG 47 - C-Filings
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Treasury Inspector General for Tax Administration
Headquarters City Center Building

1401 H Street. NW. Suite 469

Washington, DC 20005

December 31, 2017 REQUEST FOR ASSISTANCE

Dear Treasury Inspector General,

Greetings, my name is John Schlabach, my address is P.O. Box 362, Mead, Washington.
I am writing to you because 1 filed several 1040 tax returns with the IRS, and they are not being
processed as requested.

What [ need from you, as my representative to the Federal Government, is to check the facts as
filed or inquire with the US Treasury Secretary's office as to why my returns, which were clearly
filed pursuant to statutes and mandates, are not processed. My understanding is that there was
some sort of audit, but I'm not clear as to what it was about. I don’t understand why my income.
which has been redeemed in lawful money pursuant to 12 USC § 411 and § 95a. as per my
demand made on my paycheck endorsements, is not being treated as lawful money. The federal
reserve act specifically states that federal reserve notes “shall be redeemed in lawful money on
demand ... [a]t any Federal Reserve bank.” See:
http://www.federalreserve.gov/aboutthefed/section] 6.htm

My returns specifically claimed that all my paychecks were redeemed at a Federal Reserve bank
in lawful money. pursuant to 12 USC § 411, and that as a result [ am entitled to a full refund of
all money withheld. Further, the IRS is imposing $5000.00 penalties against me for what they
claim are “frivolous returns.” However, when questioning them as to what they are deeming
“frivolous™ they have fallen silent. Even when [ requested this information using the Freedom of
Information Act they have refused to respond to my requests. Being penalized for redeeming my
paychecks in lawful money pursuant to 12 USC § 411 is a violation of 12 USC § 95a. since | am
being penalized for utilizing my right and remedy provided under the law. Further. | have
researched the IRS “THE TRUTH ABOUT FRIVOLOUS TAX ARGUMENTS, January 2015”
and cannot find anything that applies in my filings. Copy attached.

I understand clearly that Federal Reserve Notes are taxable. and I am not disputing this fact.
However, the Supreme Court has ruled that federal reserve notes act as lawful money (such as
US Notes) if such a demand for lawful money has been made. Further, in Veasie v. Fenno, 73
US 533, the Supreme Court stated that “United States Notes cannot be the subject of a tax.”™ My
lawful money demand has been made (shown on my paycheck endorsements and on each Form
1040). and per my public notice filed at the Spokane County Court House indicating my
intentions to transact in lawful money. My returns reflect that | have only received lawful
money for my paychecks, via my restricted endorsement and therefore should not, and can not,
be treated as private credit extended to the Federal Reserve Baking System. known as Federal
Reserve Notes.
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To be clear, | am NOT asking for redemption in gold, or any other precious metal. | am asking
that my income be treated as United States Notes (US Notes), which are lawful money as per my
demands, and that any tax liability applied to my eamings be calculated to reflect that I have
received US Notes (lawful money), non-negotiable, as I have indicated on my IRS Form 1040s
that I have filed. It has always been my intention to use lawful money.

Please include me in any correspondence that you have with the US Treasury Department on my
behalf.

| wish only to have the Tax Liability. if any, applied to me that is lawfully required for receiving
lawful money, not negotiable elastic Federal Reserve notes, and would like my returns processed
as filed. not ignored, and my demand under 12 USC 411 honored. My filings follow the
instruction of 12 USC § 411 and § 95a, and should be processed as such. Any deficiencies and
penalties nullified and my case handled at the administrative level.

Wherefore, 1 request that you intervene, or provide me with the proper appeals process, and have
my case reviewed from the legal points of law and properly disposed of.

Respectfully submitted,

John Schlabach
P.O. Box 362
Mead, WA 99021

CC: Internal Revenue Service
Attn. Bobbi S. Martin, Operations Manager
Fresno Service Center
Fresno, CA 93888-0029
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