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UNITED STATES DISTRICT COURT JUN 19 2018
EASTERN DISTRICT OF WASHINGTON

SEAN F. McAVOY, CLERK

— ' pemn
SPOKANE, WASHINGTON "

CASE NO. 2:18-cv-00053-SMJ
John J Schlabach,

Plaintiff,

V. OF DEFAULT FINAL JUDGMENT

Internal Revenue Service and its agents,

Defendant.

|
|
|
|
|
|
| MOTION FOR ENTRY
|
|
|
|
|
|

The undersigned plaintiff moves this Court for entry of a default judgment as to defendant
Internal Revenue Service and its agents upon the complaint heretofore filed and served upon the
defendant, in accordance with the provisions of Rule 55(b)(2). Federal Rules of Civil Procedure.
and in support thereof shows the Court the following.

1. On February 13, 2018. the Plaintiff filed in the United States District Court. Eastern District of
Washington, a Complaint alleging certain actions and a denial of refund claim by defendant in.
A copy of said Complaint is attached hereto as Exhibit 1 and is incorporated herein by reference.

2. On February 21, 2018, a copy of said Complaint and a Summons in a Civil Action were
served the defendant, and on February 23, 2018 on the defendant(s) attorney. United States
Attorney General at their place of business located in Washington DC. A copy of the Process
Receipt and Return and Summons is attached hereto as Exhibit 2 and is incorporated herein by
reference.

3. On April 13, 2018, after more than sixty days, excluding Presidents day had elapsed since the

service of said Complaint and Summons upon defendant, and no Answer thereto having been
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Any attempts to comply with the statutes and case law are not a frivolous action and therefore the

plaintiff would have prevailed on the merits of the case. Plaintiff is entitled to a refund and abatement

of all penalties unlawfully assessed.

Submitted as true and correct to the best of my knowledge and belief.

Dated this /£ day of June 2018.

- _ﬂ-"‘-.-.-'f
John-5¢

o
wlabach, American national
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EXHIBIT 1
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United States District Court EASTER & DISTRICT COUR
Eastern District of Washington
Jurisdiction and Venue T BRORANE WASTINGTC ' o

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 89021 .
500.953-1060  johnisch@gmailcom  Case NG 18-CV-00053-SMJ

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 Keserve banks and for all taxes, customs, and other
public dues. They shall be redeemed in lawful money on demand at the

Complaint Page 1 of 7
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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 I, § 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 —
Juilliard 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 Nofes,
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 1990 A taxpayer assessed with a § 6700 penalty may stop collection
proceedings by paying at least 15% of the penaity 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 penalty 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 entitied: “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 entitled 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 Schlabach 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.

Complaint Page 3 of 7
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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 . .. .").

On December 4, 2017, Schlabach received a notice penalty in the amount of $5000.00
each year for years 2009, 2010 and 2012.

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

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

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

§ 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.”

Complaint Page 4 of 7



S

(88

O e N N W b W

[ I (6]
~N O

Case 2:18-cv-00053-SMJ ECF No.5 filed 06/19/18 PagelD.42 Page 8 of 32

| 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
l 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.

1 Summary

l

i Plaintiff has acted within the provision of the Supreme Court and the statutes.

i The Supreme Court ruled that US Notes are not the subject of a tax.

i 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
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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.

j The IRS and its agents are in violation of section 12 USC §95a part 2. The court must
i 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.

1

|

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 hecessary.

Complaint Page 6 of 7
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—

}

2
3 f CLOSING
4 | Under Federal Rule of Civil Procedure 11, by signing below, I certify to the
5 + best of my knowledge, information, and belief that this complaint: (1) is not
6 ! being presented for an improper purpose, such as to harass, cause
unnecessary delay, or needlessly increase the cost of litigation; (2) is
7 ~supported by existing law or by a nonfrivolous argument for extending or
g8 | modifying existing law; (3) the factual contentions have evidentiary support
9 O if specifically so identified, will likely have evidentiary support after a
| reasonable opportunity for further investigation or discovery; and (4) the
10 | complaint otherwise complies with the requirements of Rule 11.
11
12 I agree to provide the Clerk's Office with any changes to my address where
13 l 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
14
| My case.
15 |
15 |
17 ,
18 | 4 2 =l E P
19 __LJ/ohn'Schlabach Dated

"z?u

O Box 362
i Mead, Washington 99021
I 1 509-953-1060 johnjsch@gmail.com

~
~J
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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 S21186.

Replying to your letter, I have reached the age of majority; and, I 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. I 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.

I 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 bulletin: 2010-7
April 26,2010
Natice 2010-33

Frivolous Positions

L Purpose

Positioas thal are the tame 35 of unular o the possaons binod ia this asuee are idertifiod as Mhiveleus for
purposes of the pemalty for 3 *fm clous Lax return”™ under sechion 6702(a) of the Iotermal Revermie Cods and the
peralty for 3 “specified fmolous sudmission”™ under sectacn 6702(b). Perscns who fite a parported retum of
. inctuding an cnginad o7 amended retum, bnedcncn: ormncflh:rponmmmsxbmmap:mx\ of
$5.000 if the purpcrted retum of tax 6ocs Mot contaia inf ion en which the sub
s:u’-amtd d:tm&mmn of tas oy be judged or contsics isformsticn that on its facs indicates lh: s:lf-
amsessed o of ux s wub ally isomect. Likewise, persons who submit 3 “specifisd
suhmission™ (wn:t; 2 rquest for a coliecton dus process heaning or a0 application for an insuallmens
P oF Lvpaer order) based on one or morz of the positions listed
d’asmmat;:amaytmhy of $5.000. The peasly myy alwbc:pplwdlfﬂtwpommumcr:m
portica of the specified submistien it not based on 3 position st forth in this notice, yet reflects a desiee o
dilay or inpede the administration of Federl ux laws for pumoses of section 6702a)2NB) o
6302(bX2XANK). The penalty will be imposed oaly when the frivolous position or desire 10 delay of impeds
the administration of Federal Ly laws appears on the face of the retum, purported rstum, or specifisd
submission. icluding any aitachuments to the retum or submission.

L. Background

Section 407 of Tax Relief and Health Care Act of 2006, fub. L. No. 109-432. 120 Stat 2922, 2960-62 (2006),
amended section 6702 10 increase the ameunt of the penalty for fnivokous tax retures from $£00 10 §5,000 and
0 impose a peaalty of $5,000 on sry person who submits a "specificd frivolous submission ™ A submission is
a “specified frivolous submission” if it it a "specifizd submission™ (defined in scction 6T02(bK2XB) as a
equest for a hearing under section 6320 or 6130 ot 20 application under tection 6159, 7122 or 7811) and any
portion of the submission (i} is based an a position identfied by the Secretary as frivolous ar (ii) reflects 3
desire o delay of impede adminisiation of the Federal tax laws. Section 6702 was further amend=d (o 0dd a

new sub {© the ibe. and p ically revise, a list of positions idsntified as
frivelous. Nolise 2007-30, 20071 C.B. 88! cortained the pmcnbed list. Nomx 300730 nas modilfied and
superseded by Natice 200314, 2008-1 CB. 310, which added to the p tbed list. This
natice revises the list in Notice 2003-13 1 add sdditianal positi idenaficd as frivolous. ‘The positiens that

kave been added are found in paragraphs 21, 22, and 27.

WL Discussion

Postions that are the same a3 or similer (o the following are fmvalous.

(1) Complance with the intaral reverue laws is veluntan o optional and not required by faw, including
argumenss that:

(a) Filing a Fecteral wax of infonastion cctum of paying v is puscly volurtary under the law, or similac
arguments desenbed as frvolous ia Rev. Rul. 2007-20, 2007-1 C.B. 263

) Notking ian the Iniermal Reverae Cods imposcs 3 rquiremers 63 fils 3 remum o pay Lax, £F UKt 3 person is
net eequired o file a Lk rerurn of pay 3 G uekess the Imemal Reverse Senice responds 1o the person’s

(?) Ozdy ceman pypes of Lvpayers are subject 10 income and employ merd Lnes, such as empioyees of the
Fedmat idana aliens, of residenas of e Diswict of Columbia of the Federat
d as fmvolous ia Rev. Rul 200618, 2006-1 C.B. 743,

(3) Only cenain types of income are wnable, for cxample, income that results from the sale of alsohol.
tobaceo, of fircarms of from Lransactons of adtivitics tha take place in interstate commence.

of sizulat

(9) Federal income Lanes ar2 unconututional of a taspayer has a constinational fight not 12 conply with the
Federal tax Laws for one of the following rzasons.

(3) Thx First Amendment pestnits 342xpayer (0 refuse 10 pay Laves based oa religions or moral beliels.

(b) A tavpayer may wmithhol pamert of taes o the filing of a tas retum until the Senvice or cther
govemment catity responds to 3 Fiest Amendmerst petstion for redress of grievances.

[GX pliance with, or of, the tx Lans invades 3 taspayer’s right to privacy under the
Fourth Amendmcns,

(d) The roquiremend Lo file @ tas returmn is an unrsasomsble seaxch and seizuss corirsny to the Founh
Amendment.

re} Income taxstion. Lix withholdizg, or the of i is a "taking™ of properny without
duc process of law or just conpensation ia violstion of :hc Fdlh Amendment.

) Tie Fifih Amendmesdt privikege against sélf-incrimination granis xpayers the right rot to file retums or
the right to witthold slb financial information from the Seniee.

{g) The Kinth Amendment exerzpts those with seligious of other objectioas 1o military spending fram paving
taxes to the extznt the Lanes will be used for miluary spending.

&) Mand: of led li with the intzmal revenue Lang is a form of imohntary servitudz
bubited by the Thuncerh A

{i} Indniduals exay oot be taved unless they aze “citizens™ within te meaning of the Founcenth Amendmert.

() The Sintzenth Amendment was act ratificd, Kas o effect, dicts the Constitution as erigimlly atified,
Lacks an erablirg clxuse, 0f does net auttonize a neomapportoned, direct income Lax.

(k) Tanaton of income sunbuted (o a trust which is a form of coramact, violaes the constitudoml pralibitica
against impairment of contracts.

(1) Similer conseetrtacnal arguments descrded as fmvelkoas ia Rev. Rl 200819, 2005-1 C.B. $19.

(10) A Laxp3y et 1 (1 3 “penien” within the meaning of $6x10n 7701(3X 13) of cther pron isicns of the Istemal
Reserae Code, of similir arguments descnbed as fmelous iaRes. Rid. 2007-22, 2007-) C.B. %66

(31) Onby fiduciancs are L. of coby Pences nih 3 Miducian relstionship 16 e United States are
obligaied o pay tares. and the Ursted Suses or ihe Senvice must prone the fiducian status of relatisnchip.

{12) Fedanal Resene Notes are not laable income when paxd £9 3 tavpa o7 becauss they ars ot gold o sihver
and may ot b redeemed for gold ¢r siher.

(13) 1n a ransaction using pold and s ot coins, the vatuz of the coint is excludzd from income or the amount
rtalired in the wansaction is 1he face vatue of the ceins and no1 their fair market value for purposss of
datermiring wabdle income.

(13) A taxpayes uho is employod ca board a shup that prevides mecals &t no cost 10 the uvpayer as part of the
cmployment may chim a so-cailed “Manner’s Tax Doduction™ {or the like) allowing the taxpayer 1o dadoct
Trom gross income the cost of the meals a3 an emplopce business expense.
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qQueslions, correspondance. Of a requést i identify 3 provision inthe Cods requiring the filing of a retum o the
paymert of .

{€) There it 0o kegal eoquinemeat B fike a Federal income tax retum because the instructions o Forms 1040,
1040A, or L030EZ ef the Treasury regulitions assocuzted with the filing of the forms o ot display aa OMB
corzrel oumber a3 required by the Paperacrk Reducticn Act cf 1930, 43 US.C. § 3501 1 seq.. or similss
arguments descnded as fmolous ia Rev. Rud 2006-21, 20061 C.B. 748.

{4) Becausz Miling & Lax retam is nod required by Law, the Senice must peepare a retsm fo1 2 inpayer who docs
not ik one in order 1o assess and colkct Lax.

(¢} A txpayer has 3a opton under the law 0 Rl 2 documens of s¢1 of documesas in Lisu of a etz crelest 10
fils 3 fax retum feperting rero tanable income and 2er0 Ly lidility even if the wapayer recehved taxabls
income duning the Laxable penod Tor whach e rerum is fited. or sinutzr argumens descrbed as frvokous ia
Rev. Ral. 200434, 20081 C.B.619.

(N} Anemployer is not legally odligaed 10 wxbhold inceme of enploy REL 1aves Saenployoes’ wagss.

() Ocly persers who hne d with e g by apphicg for a go hvilegs of
benefiy, such 23 holding 3 Social Securnity mumber, afewbjmwm ‘and those who b hve conracted with the
gorermmen! may choose 19 reaohe the contract a1 will,

(h) A aspayer may Lawfully dockine 10 pay taxes if the pay er duagrees with the pevemment’s use of tax
reveres, of similar argurments described as fivolous in Rev. Rul 2005-20, ZOOS-I CB. 821

(i} An sdminisirative summons issued by the Senice is per 3¢ imahd and complisnce with 2 summons is not
kegally roquired

(2) The Inzermal Revenue Code is not Law (or “postive law™) o its provisions are ineffective of i

incloding the sections imposing an income L3¢ of requinag the i lu:s of Lx renens, bec2use the provisions
hae mot been implemented by regulations cven thw;h the provisions in question tither (a) do not ewreu!y
tequire the S te dssue tmpk o become effectie or (b) exp require
inplementing reguhnons which hne been iscued

(3) A uvpayer's inconw is encluded from waxation nhen the taxpayer mjects ar renounces United Suates
ciltzenship because the taxpayer is & citizen eneh ty of a Sue asa” b
cilizen” of 2 “soversign stite™), that is claimed 10 be a sepanate country or otherwise not subject o the laws of
the United States. This pesition inchodes the argunent that the United States does oot include all or a part of
the plysical temitory of the SO States and instead consists of caly places such as the District of Combia,
Commamsealihs and Ternitarics (o5 . Putrio Rico), and !odml enxclaves {e.g.. Native Amenican resenations
and military installati ot similas argy asfn ia Rev, Rul. 2004:28, 2004-1 C.B. 623,
orRev Rul. 200722, 20071 C B, 366,

{4) Wages. tps, and other campensation received for the perfermance of personal senices are not taxable
incoms or are alTset by an equiralent deduction for the personal sen ices rendered, including an argument that
a taspayer has 2 ~claim of right™ 10 cxclude the cost of value of the taxpayer’s Libor from income or that
taspayers have a basis in their hbor equal to the fair market vabue of the wages they receive, or similar
atgumerts desenbed as favolous in Rev. Rul 2004-29, 1004-1 C.8. 627, or Rev. Rub. 2007-19, 20071 CB.
841,

(5) Urited Sutes citizens and resideras are not sudject 1o L ca their wages or cther income derived from
sources within the Urted States, a3 anly fortign-based income or income receh ed by norresidest aliens and
forvign carporations from sources within the Ursted States is (axable, and similss arguments deseribed as
Imolous in Rev. Rul. 3004.30, 20043 C 8. 622,

(6) A rvpayer has been untaved, detased, ot removed o rrdeemed from the Fedind tax sysem tough e
avpayer erains 3 Urted States ¢itizen or resident, or sarmulir arguments describod a3 frivolcus ia Rev. Rul
2008-11, 20031 C B 617

(15) A impayer may purpont (o operate 3 home-based busincss 35 a basis 10 doduct as business expenses the
avpayer's penonal £p or the costs of ing the Lavpay er’s houschold when the mzinzenancs iems
or amounis as reperted 4o ot comtIpond W 2 Bana fide home business, such 25 when they are grossly
excessive in relation to e conceivadle cosus for some portien of the home being used exclusively and
regulacly a3 2 business. of sinular argumerts deseribed as v olous by Rev. Rul 2004-32, 2004.1 CB. &21.

¢J6) A “reparations™ tav credut evists, includ, that African-Amen p3yers may chaiea aax

credit en theit Fedaral inteme tax setums as reparations for slavery or other historical mistreamess, that

Native Americans are entiled 19 an analogous credit (or are exerpt from Fedend income 1 on the basic of a

;ru;y). of s.n:m;llx; arguments descrbed as frivelous in Rev, Rul. 2004-33, 20081 CB. 628, or Rev. Rul 2006~
0, 2006-1 C.3. 736

(17) A Native American ar other Inpayer who is not an employer engaged in 3 trade or business may
nerertheless clzin (for example, in an amouns excecding 21l reponted income) the Indian Employmeni Credit
under section 43A, which explicilly requires, among ethet critenia, tat the tavpayer be an employer engaged in
atrade of business 10 claim the credit.

{18} A axpayer’s wages 2re excluded from Soclal Security taxes if the Lxxpayer naives the right 10 fecenve
Social Security benefiis, or a taxpayer is eatitled 1o a refund of, or My claim a charitableconnbution
deducuisn fot, the Social Security tanes that the taxpayer has paic, or similar arguments described as frvolous
in Rev. Rul. 200812, 20041 C.13. 823,

{19) Tavpayers may reduce of chmirmc lheu rcdml wx liability by altering a tax retum, including suiking
oul lhc penalty ql'—pcu uty deel. to Lhe retum, such as 3 disclyimer of lizbility, or
similae d at fris ol lnlln Rut. 2005.18, 20051 C B. 817,

{20} A upayer is not ebligated to pay incame Lk beczuse the gavemment has created an ertity separae 204
dutinct from the Lypayer—a “siraw man”—{xat is distinguishable from the tavpayer by some varistion of the
tpayer's name, and any tav obligations are exclusnely those of the “straw aun,” of simityr argaments
descnbed as frivolous in Rev. Rul, 2005.21, 20031 C.B. 822,

21} A tvpayer may use a Form 1099-0ID, Oregenal Jaswe Discount, (ot another Ferm 1099 Senss

L.{orm:mn mum) 33 a firancial o7 oiber insyument ta obuain of redeem (under a theory of “redemption™ of
ien™) a paymees out of the United States Treasury o¢ for a refund of tax, such

at by drawing ¢n a "straw man” or similar financial account maievined by the governmert in the nm,tn

rame (e paragraph (20). sbove), 3 Lvpayer may fik a Form 56, Noace Co Fidutiary R

Unat azcs the Scerctary ef the Treasun of some other govemmert employee as a fickciary anh: mmev

and requires the Treasun Depanexcet 10 horor 2 Form 10909-01D a3 a fi ial or

ugxl;r alt;umgm descrbed as fmolous ia Rev. Rul. 2003:2), 2008-1 C.B. 822, aad Rev. Rul. 200431, mus-

1 8|

{22 A ypayer oay claim 0 30 iNCOME Tan fitum of purpaned retum an amound of withheld income tax or
other hax |hat is ohviously false becsuse @ evceeds the Lanvpayet's inceme a3 reponed en the retwm cr is

Ligh in comp with e inceme pepenied on the ettum of mformalisn on
documesds filed with the reram (sach as Form 1099 Senes, Form W2, er Form 2439, Noter 1o Shareholder of
Undusobuted Long-Term Copetal Gaing)

(23) lmerting the phrase “aunc pro tunc™ on 2 return or cther documert filsd with of fbdmined © Lhe Senice
tas 2 lepal effect, such as redocing & Wypayer's tax Lzbility, or simslar arguments desonbed as frivoxus ia
Rev. Ral. 2006-12, 2006-0 C I3 748

(24) A taspayer may avodd Ly on income by attnbuting the income 13 a Lrust, inclading the argument that a

wpayer c2a put il of the La\pa)er’s a1acts Lo 2 Uust W avoi incems tax whils 161 cuining wbstareis)

poners of owncrkep and ceatrol orer those assets of that 2 AP £ muy ¢laim an sxpense d.-dxucn for the

i’n:cme attributed 10 3 trust or sismalar arguments descnbed as fmelous in Rev. Rul 200619, 2006-1 C.B.
49.
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(25) A Laxpayer may Lawfully 2void inceme tax by sending income offshare, including depositing income inta
a foreign bank account.

(26) A tavpayer can chm the section 43 Dissbled Acorss Credit o reduce Wk of genenwe 3 refund, for
cxample, by purp ing p ip o sepvices for sn inflated price (which may or may not
tave been xhnlb ;md). eventhough it is appamu that the taxpayer did not opersie & small business that
purchased the equipment of senvices 10 comply with the roqui of the A with Digsbilities Aet.

{21 A uxpiyer axdy cim a refund ef tax based en p d advanct 0 o of the Eamed
income Tax Credaas reponad by the Lvpnyer cn afiled Form s, Drrh)rr 13 meh Federal Tax Return,
©f cther eoployment tax returm that fepons an amcurd of purponted wages, 1ips, of cther compensation but
keaves cther line items o the roturm blank (0f with 3 7¢r0 as the amourt) .

{28) A puyer oy claim the section 6421 fucls tax credit (sweh 35 on Form 4136, Credit for Federaf Tax
FPaid on Fuels, Form 8849, Cla.ne fior Refund of Excise Taves, ot Form 1040) even theugh the payet did net
buy the gascling of the gasoling was net wsed for an efl-highway busitess use danng the period fer which the
credit is chaimed. Also, if the taapay e chiimd an amourd of ¢reda that i o dispropartionaszly excessive 80 2oy
{including 2210) business income reported oa the avparer's income Gax retum 35 0 be patently ynallowable
eg .acredxdhat is 150 percent of busincss income reporicd ca Form 1040) or facially reflects an impossible
quantity of gascline given the business use. of 2av, 33 reporied by the Lopayer.

(29) A rpayer is aliowed 19 buy or sl the night t0 claim a <l a5 3 qualifying child for purposes of the
Etrned Incoms Tax Croda,

130) Aa RS Form 23C, (& -5 ry Record of A, s 20 imalid record of
assesscect for pusposes of secticn 6203 308 Treas. Reg i 301 .6203-1, the Form 23C rrust be persorally
signed by the Secretary of the Treasury for an assessment to be valid, the Senvice st provids a copy of te
Form 23C o a mpayer if requested before uhing collection action, of similar srguments descnbed =
frvelous inRev. Rol 2002.21, 20071 C.B. 863,

1313 A tax auscssmend is invalid because the assessment was mads fror a section GO20(b) substitute fof retum,
which is nota vabid retum.

132) A stanxory notice ef deficiency is invalid becasse the lavpayer to wham the notice was sert did not file an.
income tax cerum repoming the deficiency o because the statutory matice of deficiency was unsigned or net
signed by the Secrewary of the Trcasury or by someone with delegated suthority.

(33) A Notice of Federal Tax Licn is imvalid beczuse it is not signed b) a pan-culu official (such as by the
Sceretary of the Treasury), o becauss it was filed by without dekgaled authority

{34) The form or content of a Notice of Federal Tax Lien Is controlied by of subject ta a state of focal baw, and
a Notice of Federal Tax Lien thut docs not comply ¢n form cr contert with a state or local Law is invalid.

135) A collection duc process notice under section 8330 or 6330 bs imvalid if i1 is not signed by the Secretazy of
the Treasury or cther particular officlal, or if no certificate of assessmert is attached,

(36) Verification under section 6330 that the requi of an; licable Law or admins d
have been metl may only be bawed on ¢ne ar more panicutar rnrms of documents (which st be dn a certain
format), such as 3 record of ot that the particular forms or o7 the ones 94

which verificstion was xmu) dztermincd must be provided to a taxpp ef ¢ a collection dus process licaring.

(37) A Notice and Demand is imalid because & was not signed, nas nat on the correct form (e.g., a Form 17y,
oFwas not accompanicd by a certificats of assessment when mailed.

{38) The Urited Stales Tax Court it an illegitimate count at does not. for any purported constitutional o other
reasom, have the zuthority to hear and decide maners within its jurisdiction.
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(39) Fedeal couns may not enforce the istermal revenus laws because theit junisdiction is Limuted 10 admiralty
or rantime casces of issuss.

(30) Reverie Officers are not uthotized © issus levies of Notices of Federal Tax Lien of to seize propenty in
satisfaction of unpaid taxes.

(41} A Servize employee Lacks the authority 15 camry ool the employee’s duties because U eaploy ee does net
posssss 2 cerain type of idertification or credentisd, for example, 2 pochet comission of a badge, of it Lt net
in the comrect form or on the right medium.

{42) A person m2y repeeserd a Lavpayer beface the Senvice of in count proceedings even if the person docs not
bne 3 power of otiomey from the taxpayer, has not been ecrolled 10 practice befere the Service, of hat not
beea admitied Lo practice before the count.

{43) A chil action 1 collet czpaid Laes of pemltics crast be p y suth d by the S y of e

Trmasury and the Atierosy General.

4} A m;n)tn income is oot laable |r|h= upayer asigns or aanbuits the income 0 3 miigious
[c] ion sels”™ o miss: ) trust) claimed to be tx-cnempt undzr sectien S0M(eX ). et

nmhrnmd.mdnlmohunrkn Rul. 2004-27, 2004-1CB. 618,

(45) The Senvice is mtan 2gency of the Uaized States g bul sather a pe POLILOA O 20

2gexy of a Sere or Terrisery witheut amthority 1o admiciseer ths iezeomal revesss laws.

(36) Any position described as Irivolous ia any reverr ruling or ciher publithed guidinee in existence when
the return adopting the position is filed with of the specified submission adoptirg Lhe positica is sbaatted ©
e Senvice.

bmitsions that corasin positions nat lisied above, umhonlm:!nh\cmbaumanh
:nsxnz Liw, or which ke been deem:d frvelous ina p@ished opinion of te Unized Suies Tax Countor
otker ccun of my be & ined o reflect & desire to delay or impeds the
miristration of Fedzal tis I.msandth:ub) subject o the $5,000 pemalty,

Thelist of frivol dicns sbove will be pariodically revised as required by section 6702(¢)
IV. Effective Date

This notice is effective for subatissions eaade and issuss raised afer April 7, 2010. For submissions made and
issuss raised between lamary 14, 2008 2nd April 7, 2010, Nadice 2003-14 applict.

V. Effect on Dther Documents
Netice 2008-14 is modified and superseded.

VL Drafting Information
‘nnpnnc:pal authae of this natice is Emily M. Lesniak, Office of the Assecisie Chisf Counsel, Procedure and
For funher inf ion, ceatact Emily M. Lesnizk at 202-622-4940 {not a toll-Free paamber).
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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 I have
based my claim on a frivolous position. Because I have not filed anything that I am aware of that
is frivolous within the definition as outlined in internal revenue bulletin: 2010-17. [ 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)

131, 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 1 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. LR.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 _ . his Complaint in this Court with respect to his
challenge to the frivolous return penalty under section 6702.

I have not received any documents from you responsive to my prior requests, so I 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
casily 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. 1986).

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. Drygoods Co. v. United States, 280 U.S. 453, 464 (1930). in
Beard v. Commissioner, supra at 777, we applied a four-part test (Beard .~ - 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. [Id.]

My original statement meets all of these requirements articulated above, and is therefore not
frivolous. After which I filed a form 1040 pursuant to 12 USC section 411 and section 95A,
redeeming lawful money. The court stated in 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 Jorm of the Federal
Reserve Note, is defined as an "obligation of the United States" that may be "redeemed in lawful
money ondemand.”" 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”,
(hup:/rwww.federalreserve.gov/aboutthefed section16.htm ) and within the same title, 95a,
providing for no penalty for attempting to comply with the act. Therefore, nothing I have filed
can be determined as frivolous. If 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 lawful 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.53 Page 19 of 32
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Arivolous Position is one that the IRS has identified as being frivolous, or that reflects a

a.....m..:m to delay or impede the administration of Federal tax laws. Frivolous returns generally
fgll under one or more of the five basic categories.

W«nnmmc.e Arguments
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Case 2:18-cv-00053-SMJ ECF No. 5

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 I filed several 1040 tax returns with the IRS, and they are not being
processed as requested.

What I 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:

hup:/~www. federalreserve.goviabouttheted section16.him

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 I 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 I am
being penalized for utilizing my right and remedy provided under the law. Further, I have
researched the IRS “THE TRUTH ABOUT FRIVOLOUS TAX ARGUMENTS, January 2015~
and cannot find anything that applies in my filings. Copy attached.

[ 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, 75
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 1 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.



Case 2:18-cv-00053-SMJ  ECF No.5 filed 06/19/18 PagelD.60 Page 26 of 32

To be clear, I am NOT asking for redemption in gold. or any other precious metal. I 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 earnings be calculated to reflect that I have
received US Notes (lawful money). non-negotiable, as 1 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, [ 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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ORIGINAL

AO 440 (Rev. 06/12) Summons ina Civil Action F”—E WlTH CLERK'S OFFICE
UNITED STATES DISTRICT COURT FILED IN THE

St U.S, DISTRICT
for the EASTERN DISTRICT o;cv?gggmsmu
Eastern District of Washington MAR 01 201
) SEAN F. Mc :
John Schlabach ) — i, C“"f]’f:-p
) SPQKANE, WASHINGTON
)
)
C Plaimifts) )
V. i Civil Action No,
Internal Revenue Service or its Agenls ) 2: 1 8_CV_00053_S MJ
)
)
)
Defendaniis) )

SUMMONS IN A CIVIL ACTION

To: (Defendant s name and uddresy
Internal Revenue Service and its agents,
Frivolous Return Program Stop 4450
Ogden Utah, §4201-0021

A lawsuit has been filed against vou.

Within 21 days after service ol this summons on you (not counting the day you received it) — or 60 days if you
are the United States or a United States agency, or an officer or employee of the United States described in Fed. R. Civ.
P. 12 (a)(2) or (3) — you must serve on the plaintiff'an answer to the attached complaint or a motion under Rule 12 of
the Federal Rules of Civil Procedure. The answer or motion must be served on the plaintiff or plaintiff's attorney,
whose name and address are:

John Schlabach
PO Box 362
Mead, Washington 99021

IT you lail to respond. judgment by default will be entered against you for the relief demanded in the complaint,
You also must file your answer or motion with the court.

2/13/z008

Date HEA'\! F. McAVQY, Clerk
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AO 40 (Rev. 06/12) Summons ina Civil Action (Page 2)

Civil Action No.

PROOT OF SERVICE
(This section should not be filed with the court unless required by Fed. R. Civ. P. 4 (1))

This summons for mame of individual amd title, if any)

was received by me on ddates

3 | personally served the summons on the individual at (pluces

on fdare) .or

(7 1 left the summons at the individual’s residence or usual place of abode with frame)

. a person of suitable age and discretion who resides there,

on (date) . and mailed a copy to the individual's last known address; or
O 1 served the summons on rmame of individuals who is
designated by law to accept service of process on behalf of fane of organization)
OnN fdates Lor
T 1 returned the summons unexcculed because s or
3 Other especify): /272 il r/ C s 7ot red 7O
5 -3 7F
. iy &
RS 7016 1370 000D D079 3837 Oatwrn
- i 2€ X - il

U S poT 201k 1370 0000 D079 3844 Pelryesed 2 -W3-/F

My fees are $ for traveland § B for services, for a total of $ 0.00

| declare under penalty of perjury that this information is true.

2-39Y=1F

Date

Server’s sippattlF
-

e
s ,.‘-//"‘I oha ;4~/4 /e &-Aaczg

-
C_/’/" Printed name and title

Loz 3C2 Hleod Lo JI02/

Server's address

Additional information regarding attempted service, ele:
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frack Another Package -+ g g

Tracking Number: 70161370000000793837

Status

ﬂ -
Your item was delivered at 10:40 am on February 21, 2018 \_V/’ Delivered

in OGDEN, UT 84201. February 21, 2018 at 10:40 am

Delivered
OGDEN, UT 84201

USPS Tracking

Track Another Package -

Tracking Number: 70161 370000000793844

Status
\our item was delivered at 5:46 am on February 23,2018 @ Delwered
in WASHINGTON, DC 20530. February 23, 2018 at 5:46 am
Delivered

WASHINGTON, DC 20530

—_ PR
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MAMNHO\DOO\)O\U:AUJN'—'O

IN THE UNITED STATES DISTRICT COURT
FOR THE EASTER DISTRUCT OF WASHINGTGON

John J Schlabach,
Plaintiff, Case No.: 2:18-cv-00053-SMJ

VS.

Internal Revenue Service and its agents,
Defendant.

CERTIFICATE OF SERVICE

I, John J Schlabach, hereby certify that | am of such age and discretion as to be
competent to serve papers.

| further certify that on this date | caused a copy of the Motion for Entry of Defauilt,
Affidavit in Support of Motion for Entry of Default and proposed Entry of Defauit to be
placed in a postage-paid envelope addressed to the defendant(s), at the address(es)
stated below, which is (are) the last known address(es) of said defendant(s), and
deposited said envelope(s) in the United States mail.

Addressee: Internal Revenue Service and its agents.
ATTN; Denise D Davis
Frivolous Return Program Stop 4450
Ogden Utah, 84201-0021.

Dated this__#74  day of May 2018

e

| =,
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FILED IN THE
U.S. DISTRICT COURT
EASTERN DISTRICT OF WASHINGTON

JUN 19 2018 - =

SEAN F. McAVOY, CLERK
DEPUTY
SPOKANE, WASHINGTON

UNITED STATES DISTRICT COURT
FOR THE EASTER DISTRICT OF WASHINGTON

l
I
John J Schlabach, :
| CASE NO. 2:18-cv-00053-SMJ
Plaintiff, |
MEMORANDUM OF LAW IN
i | SUPPORT OF MOTION FOR
‘ : DEFAULT FINAL JUDGMENT
I
|
|
|

Internal Revenue Service and its agents,

Defendant.

The Plaintiff hereby submits this Memorandum of Law in support of the Motion for Default

Final Judgment and injunctive relief against defendant(s).

Factual Background

The has continually redeemed federal reserve notes pursuant to the authority of 12 USC 411 and
as provided in the federal reserve act as amended Jan 30. 1934. Plaintiff filed his tax returns
pursuant to the guidance of the supreme court in Veasie v. Fenno, 75 US 533 that United States
Notes [lawful money] cannot be the subject of a tax. See also McCulloch v. Maryland, 17 U.S.
316. After numerous letters stating the facts and court rulings the IRS issues penalties without
explanation and without cause. Plaintiff filed a FOIA for the information and found an agent had
entered false or incorrect information to attempt to circumvent the provision of the statutes and
the case law and opinions of district courts. Plaintiff paid the penalties and filed for refunds

which was denied giving court jurisdiction.

The Plaintiff filed a Complaint against the defendant on February 13, 2018 in the United States
District Court for the Eastern District of Washington. The Complaint alleges violations of 26

USC section 6702 and 12 USC section 411. Further that claims for refund were either ignored or
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denied without cause. On the same day the Plaintiff filed his Complaint, the Court issued a
Summons in this Civil Action which, in part, notified defendant9s0 that they must, within sixty
days after service of the Summons, file with the Clerk of Court, and serve upon the attorney for
the Plaintiff, an Answer to the Complaint. Defendant(s), through its Director or manager, Denise
Davis, received service of the Complaint and Summons on February 21, 2018 and their attorney
United States Attorney General served the Complaint and Summons on February 23, 2018 their

place of business in Washington DC.

By the expiration of the sixty-day period specified on the Summons, the defendant had not filed
an Answer to the Complaint with the Clerk of this Court, nor had it served a copy of the Answer
upon the Plaintiff. To date, the defendant has not responded to the Complaint, nor otherwise

appeared in this action.

On May 12, 2018, the Plaintiff notified Internal Revenue Service or its agents by certified mail
that he intended to petition the court for a judgment by default. The Plaintiff received no
response from Internal Revenue Service, nor any other agent or representative of defendant, to

this letter.

The Defendant Has Failed to Answer the Complaint or Otherwise Defend This Action and the Plaintiff is

Entitled to a Judgment By Default

Rule 12(a)(1)(A) of the Federal Rules of Civil Procedure provides that a defendant shall serve its
answer to a complaint within twenty days of service of the latter. As noted above, the Complaint
in this case was filed on February 13, 2018, and served upon the defendant, through its agency,
on February 21, 2018 and the United States Attorney General was served on February 23, 2018.
The Summons, issued by the Court on February 13 and served upon the defendant together with
the Complaint, notified the defendant of their obligation to file an answer with the Clerk of
Court, and to serve a copy of the Answer upon the Plaintiff, within sixty days from the date of
service. Sixty days, excluding the Presidents Day. (Fed.R.Civ.P. 6(a)), from the February 21
service date was April 13, 2018. As of April 13, 2018, defendant had not filed an answer with the

Clerk, had not served an answer upon the Plaintiff, had made no entry of appearance in this
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matter, and had not otherwise responded to the civil action instituted against it by the Plaintiff.

To this date, defendant has undertaken no defense in this matter.

The Plaintiff recognizes that entry of a default judgment against a defendant is a severe remedy.
See, e.g., E.F. Hutton & Co., Inc. v. Moffatt, 460 F.2d 284, 285 (5th Cir. 1972). Where, as here,

however, a party does not respond to a properly served Complaint and ignores a duly issued and

properly served Summons of a Court, a default judgment, though drastic, is the appropriate and,
indeed, only recourse. See In re Knight, 833 F.2d 1515, 1516 (11th Cir. 1987)(where party offers
no good reason for late filing of answer, entry of default judgment appropriate); First City Nat'l
Bank of Fort Worth v. Cook, 117 F.R.D. 390 (N.D. Tex. 1987)(default judgment appropriate
where party served has failed to answer). The Plaintiff would prefer that this case be decided
upon its merits and has every confidence it would prevail at a trial. Since the defendant does not
appear disposed to defend this action, however, this Court has as the only avenue available to

conclude this matter, the entry of a default judgment against defendant.

]]
The Injunctive Relief Sought by the Plaintiff Should Be Awarded by this Court

When the Court determines that a defendant is in default, the factual allegations of the complaint are
taken as true, and this rule applies whether the complaint seeks legal or, as in this case, equitable relief.

Fed. Trade Comm'n v. Kitco of Nevada, Inc. 612 F. Supp. 1282 (D.C. Minn. 1985). The Plaintiff is

submitting to the Court, together with this Motion, a Default Final Judgment. For the benefit of this
Court in determining the remedy to apply in this case, should the Court agree to enter a judgment by
default against defendant, the Plaintiff offers the following summary of what it expects its evidence

would have shown at a trial of this matter.
Summary

The plaintiff pursuant to 12 USC 411 and the Federal Reserve Act as amended, has been redeeming
Federal Reserve Notes in Lawful Money, United States Notes. The United States Supreme Court ruled 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. Numerous courts have ruled that federal reserve notes are
redeemable in US Notes, specifically the 9" circuit ruled in Milam v. United States, 524 F. 2d 629

“appellant is entitled to redeem his note, but not in precious metal.”
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Plaintiff, because the court ruled and the statutes and federal reserve act agree the U.S. Notes are not
the subject of any tax, has notified the IRS on the 1040 form of said redemption and which also caused
any tax liability to be reduced accordingly. Initially the IRS agents thought it was a frivolous act, after

explanations were provided the IRS changed the determination and allowed the reduction.

Subsequently an agent either deliberately or by mistake encoded in plaintiffs file a frivolous code of an
action that plaintiff never performed or alluded to. This caused the IRS agents in the frivolous unit to

issue frivolous penalties and recording them in Plaintiffs IRS file.

Plaintiff filed a FOIA and the disclosure provided the exhibit in plaintiff's case in this action clearly
showing the falsification of plaintiffs IRS file and contrary to the statutes and case law. Plaintiff paid
under protest the alleged penalties and filed for a refund pursuant to the statutes 26 USC 6702. The IRS

did not refund the claim and plaintiff filed this action.

Because the US Notes are not a subject of any tax the IRS agents are legally incorrect. The 1040 filings of
the plaintiff are within the provisions of the statutes and the cases cited in the instant action. The court
would have to find for the plaintiff and at the very least it cannot be determined as frivolous. Nor has

the commissioner made such a determination as referenced in exhibit ¢ of the complaint.

The IRS also issued penalties for 2009, 2010 and 2012. Plaintiff paid 15% of the said penalties
and filed for refund as provided by statute and as the courts have ruled. Thomas v. United
States, 755 F.2d 728 (9th Cir. 1985) However, 26 U.S.C. § 6703(c) provides an exception
to the "full payment rule” of Flora in the case of the frivolous return penalty. It allows the
taxpayer to pay only 15% of the penalty assessment (and file a claim for refund) "within
30 days afier the day on which notice and demand . . . is made against [the taxpayer]." 26
US.C. § 6703(c)(1). Thomas paid the 15% amount and filed a claim for refund on July
11th, more than 30 days after the May 17th date the IRS mailed the notice, but within 30
days of June 281th, the date Thomas received the notice.

Defendant refunded the amount claimed and applied it to another year. Plaintiff would have proven the
penalties were not valid or the defendant would not have refunded the claim. Further the court has

jurisdiction over the penalties when a case is filed not the defendant.

Humphrey v. US, 854 F. Supp. 2d 1301 - Dist. Court, ND Georgia 2011; This Court has
jurisdiction over Plaintiff's action because she filed for a refund with the IRS, paid the
requisite portion of her penalty, and timely filed her action. The district courts have original
jurisdiction over "any civil action against the United States for the recovery of ... any
penalty claimed to have been collected without authority or any sum alleged to have been

excessive or in any manner wrongfully collected under the internal-revenue laws." 28
U.S.C. § 1346(a)(1).
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served by defendant upon the Plaintiff, the Plaintiff notified Denise Davis Director or manager
for the of defendant, of the Plaintiffs intention to petition this Court for entry of a default
judgment against defendant. A copy of said letter is attached hereto as Exhibit 3 and is
incorporated herein by reference. No response to said letter has been received by the Plaintiff,

4. Defendant has failed to plead or otherwise defend this action, and the Plaintiff is entitled to
judgment by default against defendant.

5. Pursuant to the provisions of Rule 55(b)(2), Federal Rules of Civil Procedure. this Court is
empowered to enter a default judgment against the defendant for relief sought by plaintiff in its
complaint, and written notice of this action has been given to defendant as set forth in the
attached affidavit.

PRAYER

WHEREFORE, plaintift prays that this Court enter a judgment of default against defendant, and
that defendant be enjoined and restrained from violating Plaintiffs right to redeem federal reserve
notes in lawful money and report said redemption on Plaintiffs tax returns. That defendant pays
Plaintiff the refund as claimed in this action in the amount of 22,399.15 plus interest. That court
rule that complying with the federal reserve act in redeeming lawful money and reporting this in
the IRS filings is not a frivolous act. That the defendant must not issue penalties for redeeming
lawful money as provided by the statutes and court decisions.

AFFIDAVIT

[, John J Schlabach, do hereby certify that the statements and allegations set forth in the
foregoing Motion and the accompanying Memorandum are true and accurate to the best of my

knowledge and belief.

Rcspccti‘
v, /’ -
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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF WASHINGTON

John J Schlabach, Civil Action No. 2:18-cv-00053-SMJ
Plaintiff,
V.

ORDER

Internal Revenue Service and its agents.

Entered:

Filed: June ____, 2018
Sean F. McAvoy
CLERK U.S. DIST. CT.
E.D. OF WA,

THIS MATTER is before the Court upon the Motion For Entry Of Default Final Judgment filed
herein by the Plaintiff. The Court has carefully considered the merits of said Motion, has
reviewed the entire court file herein and is otherwise fully advised in the premises.

The Court notes that on February 21. 2018, the Defendant, Internal Revenue Service and its
agents and on February 23, 2018the United States Attorney General, was duly served (Exhibit 2
annexed to DE 2), with a copy of the Summons and Complaint filed herein, and that said
Defendant(s) have failed to file the appropriate Motion or responsive pleading within the time
prescribed by law. The Court further notes that on May 7, 2018, the Clerk of the United States
District Court for the eastern District of Washing entered a Default against said Defendant for its
failure to appear, answer or otherwise plead in this action.

Accordingly. after due consideration. it is

ORDERED AND ADJUDGED that the Plaintiff's Motion For Entry Of Default Final Judgment
be and the same is hereby GRANTED. Default Final Judgment shall be entered by separate
order of the Court.

DONE AND ORDERED in Chambers at Spokane. Washington, Spokane County, Washington,
this day of June, 2018.

Robert Mendoza
United States District Judge

Copies furnished:

John Schlabach
Plaintiff
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. UB DISTRICT COURT
EASTERN DISTRICT OF WASHINGTON

JUN 19 2018
UNITED STATES DISTRICT COURT SEAN F. McAVOY, GLERK
FOR THE EASTER DISTRICT OF WASHINGTON — ~srorme vasiimaros U™

John J Schlabach,
CASE NO. 2:18-cv-00053-SMJ
Plaintiff,

V.

Internal Revenue Service and its agents, DEFAULT FINAL JUDGMENT

Defendant.

WHEREAS plaintiff. John J Schlabach, having filed the Complaint in this action on February 13,
2018, and defendant having failed to plead or otherwise defend this action,

[T IS HEREBY ADJUDGED as follows:

[

JURISDICTION

This Court has jurisdiction over the subject matter of this action. and over the person of the
defendant, Internal Revenue Service and its agents. The Complaint states a claim upon which
relief may be granted against the defendant under Section 26 USC 6703(¢)(2).

il

APPLICABILITY

This Final Judgment shall apply to defendant and to each of its officers, directors, agents,
employees.

[11
PROHIBITED CONDUCT
Defendant is enjoined and restrained from:

A. [ssuing penalties against the plaintiff for reporting the redeeming lawful money:
B. Making determinations that redeeming lawful money is a frivolous act:
. Refusing the process plaintifts filings reporting the redemption is in lawful money.
\Y
COMPLIANCE
A. Defendant is ordered to:

i Pay the plaintiff the default amount $22,399.15 plus interest; and
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2. Distribute in a timely manner a copy of this Final Judgment to any officer,
manager, director or agent and to make the judgment part of Plaintiffs internal
file.

B. If defendant learns of any violations of this Final Judgment, defendant shall forthwith
take appropriate action to terminate or modify the activity so as to assure compliance
with this Final Judgment.

Internal Revenue Service Commissioner shall take appropriate action to insure agents
comply with this order, or as otherwise required by law.

VI

RETENTION OF JURISDICTION

Jurisdiction is retained by this Court for the purpose of enabling either of the parties to this Final
Judgment to apply to this Court at any time for such further orders and directions as may be
necessary or appropriate to carry out or construe this Final Judgment, to modify or terminate any
of its provisions, to enforce compliance herewith, and to punish any violations of its provisions.
Nothing in this provision shall give standing to any person not a party to this Final Judgment to
seek any relief related to it.

ADJUDGED in Chambers at Spokane Washington, Spokane County, Washington, this
day of June, 2018.

gt
Robert Mendoza
United States District Judge

Copies furnished:

For Plaintiff

John J Schlabach,
Box 362
Mead, Washington 99021



