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           Will counsel stipulate to the presence of the jury? 1 

           MR. IGNALL:  Yes, your Honor. 2 

           MR. CRISTALLI:  Yes, your Honor. 3 

           MR. BOWERS:  Yes, Judge. 4 

           THE COURT:  Thank you. 5 

           MR. LEVENTHAL:  Yes, your Honor. 6 

           THE COURT:  Thank you. 7 

           MR. IGNALL:  Does the Court want to me to read that 8 

  stipulation before we... 9 

           THE COURT:  Go ahead. 10 

           MR. IGNALL:  Okay. 11 

           Ladies and gentlemen, the parties have agreed that with 12 

  respect to Exhibit 92, a disk containing a database that 13 

  Mr. Thomas maintained that the dates of the data in there run 14 

  from January 1996 through October 18th, 2001. 15 

           THE COURT:  Thank you. 16 

           You may resume your direct examination of the witness. 17 

           MR. IGNALL:  Thank youonor. 17 



 1
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              (Pause in the proceedings.) 1 

           MR. SCHIFF:  I'll get them.  I know where they are. 2 

           THE COURT:  Okay. 3 

           MR. IGNALL:  All right.  Thank you. 4 
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  to P.I.L.L.? 1 

           THE COURT:  Yes. 2 

           MR. SCHIFF:  Those are checks made out to P.I.L.L.; is 3 

  that right? 4 

           THE COURT:  Yes. 5 

           MR. SCHIFF:  All right. 6 

  BY MR. IGNALL: 7 

  Q.  And can you tell what bank account these are written from? 8 

  A.  These are written on our bank, Citizens. 9 

  Q.  Okay.  And who signed that check? 10 

  A.  I did. 11 

  Q.  Okay.  Can you make out the amount of that check? 12 

  A.  Can I make out what? 13 

  Q.  How much that is? 14 

  A.  What date? 15 

  Q.  No.  The amount.  Maybe you can read -- 16 

  A.  Oh.  It's either 15,000 or 5,000. 17 

  A.  (  fifteA. Maybe you can read --9)Tj
-2.841 0 Td
(11 )Tj
2.841 -2.2be you can read -2 10   A.  I did2 17   A.  I did2 11 
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  BY MR. IGNALL: 1 

  Q.  Did we have -- I'm sorry.  Did you have any discussions with 2 

  Mr. Schiff about payroll for employees in Las Vegas? 3 

           MR. CRISTALLI:  Objection.  Foundation, time. 4 

           THE COURT:  Sustained. 5 

           MR. IGNALL:  I'm sorry.  The question was did he have 6 
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  can remember. 1 

           Go ahead. 2 

  BY MR. IGNALL: 3 

  Q.  When -- when during your employment -- beginning, middle, 4 

  end -- did you first have a discussion with Mr. Schiff about 5 

  payroll? 6 

  A.  Prob- -- probably -- probably toward the, uh -- we -- we 7 

  could find out if we looked in the -- the exhibit with the UPS. 8 

  Q.  All right.  Would you like to look at that?  We can bring 



 1



 1353

  BY MR. IGNALL: 1 

  Q.  Mr. Thomas, have you ever heard of something called the 2 

  "Freedom Foundation"? 3 

  A.  Yes, sir. 4 

  Q.  What is the Freedom Foundation? 5 

  A.  Freedom Foundation was a -- I guess a membership.  It was 6 

  a -- a membership in somethin' that Freedom Books designed to 7 

  help people with -- people were having problems with their -- 8 

  with their taxes and problems with the IRS and problems with 9 

  banks and just general -- it was a -- it was a membership that 10 

  they could join to receive help. 11 

  Q.  Did it cost money to join? 12 

  A.  It -- it did. 13 

  Q.  Did you have any responsibility for collecting money for 14 

  Freedom Foundation? 15 

  A.  I collected funds for Freedom Foundation when people 16 

  authorized me to take their funds out of their credit card, uh, 17 

  accounts. 18 

  Q.  What did you do with the funds for the Freedom Foundation 19 

  that you took from these credit card payments? 20 

  A.  I -- I sent it to Las Vegas. 21 

  Q.  In what format did you send it to Las Vegas? 22 

  A.  Uh, cashier's checks.  It went into our -- it went into our 23 

  open account. 24 
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           THE COURT:  Right.  I understand and -- 1 

           MR. IGNALL:  Okay. 2 

           THE COURT:  -- so to let the -- 3 

  BY MR. IGNALL: 4 

  Q.  Did Cindy Neun -- 5 

           THE COURT:  -- let the answer stand, you have to have 6 

  foundation. 7 

           Go ahead. 8 

  BY MR. IGNALL: 9 

  Q.  I'm sorry.  Did Cynthia Neun ever instruct you to send 10 

  Freedom Foundation funds to Las Vegas? 11 

  A.  Yes. 12 

  Q.  When did she do that? 13 

  A.  I don't remember when she came -- when she came on board. 14 





 1357

  where's the foundation for that? 1 

           THE COURT:  Sustained on that basis. 2 

  BY MR. IGNALL: 3 

  Q.  All right.  We'll come back to that in a second. 4 

           Have you ever met Cynthia Neun? 5 

  A.  Yes, sir. 6 

  Q.  When did you first meet her? 7 

  A.  I met her -- the first time I met her I believe it was at a 8 

  seminar out of state. 9 

  Q.  When was that? 10 

           MR. SCHIFF:  Could I just ask that that question be 11 

  asked and answered?  What was the question? 12 

           THE COURT:  Tar meet her? 
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           MR. CRISTALLI:  Objection. 1 

           THE WITNESS:  -- 98. 2 

           MR. BOWERS:  It calls for speculation. 3 
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  A.  Dozens. 1 

           MR. SCHIFF:  What was the answer? 2 

           MR. CRISTALLI:  Dozens. 3 

           MR. SCHIFF:  Dozens? 4 

           MR. BOWERS:  When was it? 5 

           MR. CRISTALLI:  Dozens. 6 

           MR. SCHIFF:  Dozens? 7 

           MR. CRISTALLI:  Yes. 8 

           MR. BOWERS:  I'm sorry, your Honor.  Time of the last 9 

  visit. 10 

           THE COURT:  Do we have an echo in here? 11 

  BY MR. IGNALL: 12 
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           THE COURT:  -- at Freedom Books when you came out to 1 

  visit. 2 

           MR. CRISTALLI:  Right. 3 

           THE COURT:  That's the question.  He's identified the 4 

  times. 5 

           MR. IGNALL:  Your Honor, if I may request the objection 6 

  come at the time that it might be appropriate. 7 

           THE COURT:  Yes.  It is premature. 8 

           Go ahead. 9 

  BY MR. IGNALL: 10 

  Q.  Did you ever observe Cynthia Neun at Freedom Books when you 11 

  came out for a visit? 12 

  A.  I did, yes. 13 

  Q.  On which visits, if it was -- on which visit or visits? 14 

  A.  The second and third. 15 

  Q.  Thank you. 16 

           What did you observe Ms. Neun doing at Freedom Books on 17 

  those two visits? 18 

  A.  Uh, office work. 19 

  Q.  What does -- what does that mean more specifically? 20 

  A.  Well, it would either have to be, uh -- I really don't know. 21 

  Consultations or -- 22 

  Q.  Did you see -- 23 

  A.  -- or taxes.  I don't know. 24 

  Q.  Did you see her meeting with people?25 
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  A.  No. 1 

  Q.  Did you see her meeting with people -- 2 

  A.  Meeting? 3 

  Q.  -- talking to other people? 4 

  A.  She talked -- she talked to customers. 5 
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  BY MR. IGNALL: 1 

  Q.  Did -- did -- 2 
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  payments? 1 

  A.  Right.  Yes, sir. 2 

  Q.  And what those payments were for? 3 

  A.  I stipulated whether they were for product, book, 4 

  consulr pon, tax -- you know, income tax work for whaeverA.  I 

 made a nolr pon, a  cdes, oy w  culd, ort of separhae itr. 

  Q. Did you get any4 rcordse forcredit carde payments for 

  consulr pons by Cynthia Neunr? 

  A.  Ibelieve -- yYes,I didr. 

  Q.  Andaere those rcordsemaintaintedonr th databasre tat's. 02 

  cpitedonr thatdisok,Exhibit 92?. 12 

  A.  f someone -- if,I -- if,I tboo -- if, theypaid by credit  22 

  ardeaAnda  consulr poneaAnda money amounct,it willIbedonr that 32 

 diso as  cded as such.t 42 

  Q.  Andhow is,it  cded  fora  consulr pon?. 52 

  A.  Iwculd,rRigh " consul," c-o-n-s-u-l-t.t 62 

  Q.  Andhow wculd,you denominhae whoy as doingr th  consuling?. 72 

  A.  Iwculd,mark  thir name --  82 

  Q. Name for--  92 

  A. -- for-- forinitials dependingronrhow much -- if,I  as lazy,  

 I just put  thir initials.t 

  Q.  And what--  whatinitials wculd,you usre forLawrence Cohen?. 

          MR. SCHIFF:  Wwhat as  tha?  Wculd,you repehat that 

 ques pon?. 

          THE COURT:  Wwhat culd,you usre forLawrence Cohen. 
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           MR. SCHIFF:  Role. 1 

           THE COURT:  -- in the business in Indiana. 2 

           MR. SCHIFF:  In the business -- I didn't hear the 3 

  last -- 4 

           THE COURT:  In Indiana. 5 

           MR. SCHIFF:  Oh,. 1 

           THEWITNESST:   dodn't -- I odn'treally understandr the 

 question ei thra. 

 BY  MR.IGNALL:. 

 Q
2.All right
2.Let me try it againa. 05 

          Did you have aI dscussion wi t Mra.Schiff nhear theendr 15 

 of your employment about what your rRol should be0 Td
(1 )Tjr 25 

 versus how peopol were operating,. 35 

 A
2.WheTd
 was leaving?r 45 

 Q
2.Aroundr thetime that youeended your employmenta. 55 

 A
2.Well, everything,was  --wl were  --everything,was bein'. 65 

 movedh,.ransferred fromd
(1 )TjrtodLas Vegasa. 75 

 Q
2.Did you have aI dscussion wi t Mra.Schiff about that?r 85 

 A
2.Yesa. 95 

 Q
2.All right
2 

           MR.IGNALL:. Your Honor, at this point I think-wl needr  wl norsothethis pneedr 25 



 1
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  when we go back up on the bench. 1 

           MR. BOWERS:  Okay.  Thank you -- 2 

           MR. SCHIFF:  Wait a minute. 3 

           MR. BOWERS:  -- Mr. Ignall. 4 

           MR. SCHIFF:  Can I just -- I'm assuming that the 5 

  witnesses are excluded. 6 

           MR. BOWERS:  That's why I asked for -- 7 

           MR. SCHIFF:  Right. 8 

           THE COURT:  Thep qTn'the wheinay.- I'gonna order Wai. 

init a minute Don'thm assute Itep sn'thhappenskeyethe cause noi. 

one I asked foight. 

           MR. SCHIFF:  Okay.Yeahte Ior -- 

           THE COURT:But.- ll dooight. 

           MR. SCHIFF:Yeah, Iowanhat th  witnessee excluded. 

           MRIGNALLFF: e'd likeor -n wwanhato makeosu art treat'. 

 Cae eeptip od for -- 

           THE COURT:Yeahte- 

           MRIGNALLFF:  -- MrLowder anked for -- 

           MR. BOWERS:  That'finete- 

           MRIGNALLFF:r -Agents Steiner ankeHollankte- 

           THE COURT:Yeahte- 

           MR. BOWERS:  osart reees arfinete- 

           THE COURT:Counsel table.S:  That'finete- 

           MRIGNALLFF:I doonothe lievart trees arany ot tre- 

  witnesse--- 
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  Ms. Kennedy.  And we know that Lawrence Cohen gave Melvin Lewis 1 

  advice with regard to his returns that are filed with the IRS. 2 

           MR. SCHIFF:  Well, wait a minute.  What's the point of 3 

  this?  You can prove nothing.  I haven't testified yet.  What 4 

  does -- what does all this mean? 5 

           THE COURT:  That means that he's arguing those are 6 

  evidences that a conspiracy existed sufficient to allow the 7 

  statements of -- 8 

           MR. CRISTALLI:  I need -- 9 

           THE COURT:  -- coconspirators in. 10 

           MR. CRISTALLI:  -- I need -- obviously -- 11 

           MR. SCHIFF:  That's -- 12 

           MR. CRISTALLI:  Irwin, I need to respond. 13 

           MR. SCHIFF:  Absolutely not.  He -- a lot of this is 14 

  hearsay.  He's made it up and I'm gonna -- and now I'm gonna 15 
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  been established as far as a conspiracy is concerned with regard 1 

  to my client. 2 

           I mean, I have heard, um, uh, testimony of, uh, 3 

  Ms. Kennedy, um, wherein I think minimal, if any, evidence as it 4 

  relates to my client has come in.  I think she may have, uh, 5 

  assisted in some capacity with regard to, uh, some of the 6 

  filings.  But a lot of employees, a lot of people that, uh, 7 

  weren't indicted in this particular case did the same thing that 8 

  Ms. Neun did, um, similar, um, to the, uh, the -- the 9 

  consultations.  And there was numerous people doing 10 



 1378

           MR. CRISTALLI:  -- if they want -- 1 

           THE COURT:  -- that's the purpose of 801 -- 2 

           MR. CRISTALLI:  I understand. 3 

           THE COURT:  -- is to -- 4 

           MR. CRISTALLI:  I understand. 5 

           THE COURT:  -- get around the hearsay rule. 6 
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           MR. SCHIFF:  Can I ask -- 1 

           THE COURT:  So no -- 2 

           MR. SCHIFF:  So far -- 3 1 

           MR. SCHIFFI'm sorry. -- 

           THE COURTOkay. -- 

           THE COURTThe court finds that adequate evidence of a -- 

           MCRISTALLIURTAnd justfar -- 2 

           MR. SCHIFFLet me justfsayfar -- 2 

           MR. SCHIFFar couldFI justfsayfar -- 

           MCRISTALLIURTar for the record. -- 

           THE COURTDon't argue with me. -- 

           THE COURTYou'refarguing with me. TDon't sayfyou'ref-- 

           MR. SCHIFF:  Canjustf I ayou one question?RTJustf  -- 

           THE COURTNi, you can't aI amefar -- 

           MR. SCHIFFOkay.--  



 1382

           THE COURT:  -- questions. 1 

           MR. CRISTALLI:  Um, would the Government stipulate to 2 

  the fac1 t,. .e24 E Cd nn1t.tC, u  Uparticipating in Freedom to 

  tcaseons. 

           MIGNISTLLII don'nn1tlieveac1 t's
e fually rightons. 

           MNEIMANLLII think we haveac1eac quemonyons. 

           MR. CRISTALLIYou haveac1eac quemonyate supportns. 

           MIGNISTLLIWeldns. 

           MR. CRISTALLI:  UNo wa. 1 0           MIGNISTLLII dons'lletalk abou t,. . 1 11 2 1 3 1 4
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           THE COURT:  -- and that is the activities at Freedom 1 
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  Q.  Who is "she"? 1 

  A.  Cindy. 2 

  Q.  Thank you.  I'm sorry.  You can continue. 3 

  A.  -- uh, that he would have to give in to pressure from her -- 4 

  Q.  Did he say -- 5 

  A.  -- to eventually get rid of me.  He -- he, you know, gave me 6 

  a warning that she wanted more of a role to take over things at 7 

  Freedom Books. 8 

  Q.  Was there any discussion about records and money? 9 

  A.  Well, they -- that they wanted -- they wanted control over 10 

  all the records -- 11 

  Q.  Who is "they"? 12 

  A.  -- and the -- and the funds. 13 

  Q.  Who is "they"? 14 

  A.  The -- Irwin and Cindy and the office manager.  It was to 15 

  centralize it, to keep it all in one -- under one roof. 16 

  Q.  And is what was the result of that discussion? 17 

  A.  I didn't hear you. 18 

  Q.  What was the result of that discussion you had with 19 

  Mr. Schiff? 20 

  A.  I told him that would -- that's fine.  I wanted to remain -- 21 

  I wanted to remain friends with him.  And if he wanted, that was 22 

  his right, to move everything out there we'll do it in a -- 23 

  uh -- a -- you know, a workable solution we'll do that.  We'll 24 

  just...25 
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  name of Michelle, uh, De- -- Desgrosellier; correct? 1 

  A.  I believe that's correct. 2 

  Q.  And Michelle Degrosellier began her tenure with Freedom 3 1 

2 







 



 1393



 









 1





 1400

           You had an assumption that the person who filled out 1 

  the form was the person who did the consultation.  But you're 2 

  now telling me that you don't really know if -- 3 

  A.  Well -- 4 

  Q.  -- that's the case or not? 5 

  A.  -- it usually happened that way.  If somebody did a 6 

  consultation, they filled out the form and got credit for it. 7 

  And it didn't have to be.  I would -- it -- someone else could 8 

  have done that.  Sure. 9 
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  A.  Correct. 1 

  Q.  -- is that correct? 2 

  A.  Correct. 3 

  Q.  Okay.  Your father was the owner and publisher of a magazine 4 

  called "Media Bypass"? 5 

  A.  Right. 6 

  Q.  Okay. 7 

  A.  He was a stockholder. 8 

  Q.  In Media Bypass. 9 

  A.  Stockholder. 10 

  Q.  Pardon me? 11 

  A.  He was a stockholder, not an owner. 12 

  Q.  I know.  Stockholder.  But he was the editor and the 13 

  publisher. 14 

  A.  Okay. 15 

  Q.  Okay.  Do you happen to know how I got hooked up with your 16 

  father in Evansville?  Do you happen to know how I got there? 17 

           MR. IGNALL:  Objection.  This is probably gonna call 18 

  for hearsay, but... 19 

           THE COURT:  Sustained.  It's not -- it's not really 20 

  relevant that I can see either.  It's a waste of time. 21 

           MR. SCHIFF:  Well, I -- 22 

           THE COURT:  What is the relevance? 23 

           MR. SCHIFF:  It's relevant how I happened to be there. 24 

  I wanna know if he happened to know how I got there.25 
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  the condition of the office was? 1 
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  sent in a check or cash or what have you. 1 
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  Q.  Oka4wG7ni3 Tmseased your salarka418Aa4w(Nods head.)418  Q.  Oka4wNow, when you took a salark, when you wrote a check418for your salark --418Aa4wUm-huma418  Q.--4didni3ever ask you whether you were paying tax on what418you were taking as a salark or whether you were taking cash?418Didni3ever inquire of you whether you were reporting or not418reporting what4you were taking as a salark?418Aa4wNoa418  Q.I never did?418Aa4wNoa418  Q.I think you testified, however, if.I --4that4I didn't know418testify?418A Q.I --418  Q.I didn't knowa418  Q.Well,.I think --418A Q.--4to what?418
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  your book and got it home, you gave them my number.  They no 1 

  longer needed to call me.  They'd already spent the money and 2 

  bought your product.  So I had very few orders over the 3 

  telephone. 4 

  BY MR. SCHIFF: 5 

  Q.  Well, but you got orders. 6 

  A.  I'm sorry? 7 

  Q.  But you got orders.  And I directed people -- I'm on the 8 

  road; I don't have any other office. 9 

  A.  And I did take some orders, yes.  But that wasn't the 10 

  primary -- I agree with you; I did take orders. 11 

  Q.  But the point is at that time I didn't have an office still. 12 

           MR. IGNALL:  Objection.  Asked and answered any number 13 

  of times. 14 

           THE COURT:  Sustained and irrelevant. 15 

  BY MR. SCHIFF: 16 

  Q.  If I had an office, I would have put my address there -- 17 

           THE COURT:  Strike. 18 

  BY MR. SCHIFF: 19 
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  than myself was authorized to do consultations? 1 

  A.  I don't know.  I don't know -- I know -- I know what's on 2 

  these forms; they are right here. 3 

  Q.  Yeah. 4 

  A.  They are black and white. 5 

  Q.  Yeah.  But -- all right.  So you don't recall me tellin' you 6 

  over this period oT8l me wh.  I s; tdo consultations? 

  A.Y youiddo consultatio, b Bu' yocoulddon'haveou de as? 

o consultati in New.Y rk City's oa certain dahite.Y yow hedon'wh.? 



 1
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  merchant was because I couldn't get one in my name? 1 

  A.  Right. 0hi5rr4c

u52.1799 747.3 Tm
(4)Tr
nQer, there cmy  a tiy  whenaustold you, hey,ausht. 
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  result of these ads and stuff, and said to you:  The IRS has 1 







 1
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  Q.  However, you did call me at times in connection with 1 

  requested refunds.  Do you recall why you might have called me 2 

  specifically with regard to certain refunds? 3 

  A.  If we'd have had a problem with the same person before or 4 
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  wanted refunds? 1 





 1446



 1
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           THE COURT:  Tell us the relevance of -- 1 

           MR. SCHIFF:  Okay. 2 

           THE COURT:  -- your question -- 3 

           MR. SCHIFF:  Okay. 4 

           THE COURT:  -- why you -- 5 

           MR. SCHIFF:  Okay. 6 

           THE COURT:  -- why you -- 7 

           MR. SCHIFF:  Because the implication -- the 8 

  Government's -- the Government's implication is that I was using 9 

  P.I.L.L. to somehow conceal money that I believe I owed the 10 

  government. 11 

           THE COURT:  Well, what's your belief about their 12 

  implication and what came out in his testimony are two different 13 

  things. 14 

           MR. SCHIFF:  Well, the point of -- but this is correct, 15 

  what came out -- 16 

           THE COURT:  I don't know what the implication of it 17 

  was.  They asked if money -- 18 

           MR. SCHIFF:  All right. 19 

           THE COURT:  -- went into those -- 20 

           MR. SCHIFF:  All right. 21 

           THE COURT:  -- and that was it. 22 

  BY MR. SCHIFF: 23 

  Qj
2pw, Biell, wen  Isay " themisusingparagraph,"I deis that 14 

 meaon ay thin. to yo?.  Themisusingparagraph? 
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  relevant? 1 

           THE COURT:  Not relevant. 2 

           MR. SCHIFF:  It's not relevant. 3 

           THE COURT:  For this witness not relevant. 4 

           MR. SCHIFF:  Okay. 5 

  BY MR. SCHIFF: 6 

  Q.  Do you recall anything about a miss -- all right.  You... 7 
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  Freedom Books in Las Vegas.  Did I ever discuss with you, to any 1 

  significant degree, how I was running Freedom Books in 2 

  Las Vegas?  Did I ever discuss that with you to any degree? 3 

  A.  You personally? 4 

  Q.  Yes. 5 

  A.  You told me you paid your people in cash. 6 

  Q.  Well -- but why did I pay them in cash? 7 

  A.  I don't know. 8 

  Q.  Is there a law that says I can't pay cash? 9 
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  one? 1 



 



 1468

  BY MR. SCHIFF: 1 

  Q.  Isn't that correct? 2 

  A.  I don't... 3 

  Q.  I mean, you should have been part of it.  I'm -- 4 

           THE COURT:  No.  Sustained. 5 

           MR. SCHIFF:  I must -- 6 

           THE COURT:  You're just -- 7 

           MR. SCHIFF:  -- warn you.  Okay.  All right. 8 

           THE COURT:  -- you're just playing games. 9 

           MR. SCHIFF:  All right. 10 

           THE COURT:  Look -- 11 

           MR. SCHIFF:  I -- I hope the Government doesn't -- 12 

           THE COURT:  You -- 13 

           MR. SCHIFF:  -- make you a part -- 14 

           THE COURT:  -- you told me -- 15 

           MR. SCHIFF:  -- of the conspiracy. 16 

           THE COURT:  -- you told me -- 17 

           MR. SCHIFF:  Okay. 18 

           THE COURT:  -- you told me you had -- 19 

           MR. SCHIFF:  Okay.  I have no further questions, your 20 

  Honor. 21 

           THE COURT:  We're in recess for the lunch hour.  We'll 22 ltandarde'rstrucques  qu Weappli games. 13 

           WITNESSOUReuIT?mes. 14 

          (Jury le I s- of thno roomWcFae2:Td
p.m.)es.  
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              (Witness leaves the courtroom.) 1 

           THE COURT:  With-3.,(Witkto the -- the issue of whether )Tj
-2.24 0 Td
(2 )Tj
2.24 -2.268 Td
(  the witness is ablekto express his lay opinion-3.garding the )Tj
-2.24 0 Td
(3 )Tj
2.24 -2.273 Td
(  sincerity of the defendant's beliefs, the Seventh-Circuit and )Tj
-2.24 0 Td
(4 )Tj
2.24 -2.268 Td
(  all-Circuits who have addressed the issue say that lay opinion-)Tj
-2.24 0 Td
(5 )Tj
2.24 -2.268 Td
(  testimony-3.garding defendant's beliefs about the propriety of )Tj
-2.24 0 Td
(6 )Tj
2.24 -2.273 Td
(  filing returns and paying taxes is excludable.  You can't have a )Tj
-2.24 0 Td
(7 )Tj
2.24 -2.268 Td
(  j
2ersion testfy astkto theulstiate faWitktobhe dcidsedbyg the )Tj
-2.24 0 Td
86 

 jurye. And,s wiblekheyu cag tlks aboutcCircmstaincns andfaWi,e 

  thyu canoto expresscag opinionastkto the -- proerlyo expresscag 02 

  opinionastkto the sincerity of the defendane. Soy that's -- 12 

  that's the urposey of theruilin.- 22 

          MR. CRISTALLIT: Thank you, your Honor.- 32 

          And I wouldnassumey thatuitworkes n bonthdir(Winios- )Tj
-28414 0 Td
(42 )Tj
28414 -2.273 Td
(  ten,y thatuf somebodyg pridekto expressa views about the )Tj
-28414 0 Td
(52 )Tj
28414 -2.268 Td
( in sincerit, um,y thatushdir(Wilyopar aleltkto theCcour's- )Tj
-28414 0 Td
(62 )Tj
28414 -2.273 Td
( posiinio.- )Tj
-28414 0 Td
(72 )Tj
28414 -2.268 Td
(           THE COURT: Iatuse. AndtuithastktobhebassedionfaWiual- )Tj
-28414 0 Td
(82 )Tj
28414 -2.268 Td
(  ccurreincn.- )Tj
-28414 0 Td
(92 )Tj
28414 -2.273 Td
(          MR. CRISTALLIT: Yefs,sir.- )Tj
-28414 0 Td
202 )Tj
28414 -2.268 Td
(          MR. SCHIFF:.  Yor Honor,u cagI makve a --I wasncerctsm
(32in sincerito7Crg )Tj   o,)Tj -2.,y tlaw.  YTd
Iity of the defendane.2f theruilin.- 92 Winios- 
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  this -- in this undercover capacity? 1 

  A.  Yes.  The, uh, uh, Service has a two-week undercover agent 2 

  training program that all agents in the program must complete 3 

  and successfully complete. 4 

  Q.  And what types o27fichasre discussed-- in thi  traini1Ntnd succeTy-2.4 -y, how24  meetj
-2.deal witTj
2.24individualj
-s4 0 chasre discussed6ogram must complete 
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  A.  That's a notice from the Internal Revenue Service that you 1 

  have a tax liability due and owing for -- 2 

           MR. SCHIFF:  May I -- 3 
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           THE COURT:  November 26th. 1 

           MR. BOWERS:  And then -- 2 

           MR. NEIMAN:  Is 109 -- if we can check the date, I may 3 

  have given you the wrong.... 4 

           Your Honor, I'm sorry. 5 

           MR. BOWERS:  Do we know who this call involves -- 6 

  which -- 7 

           MR. NEIMAN:  It's Ms. Neun. 8 

           MR. BOWERS:  Ms. Neun.  Thank you. 9 

  BY MR. NEIMAN: 10 

  Q.  You recognize Government Exhibit -- how do you recognize 11 

  Government Exhibit 109? 12 

  A.  Well, it's a tape and it has mw
 Oials onnd iwheree, ? 

w
 Oialeand , uhg.... 

  Q.  Andolveo thia tapfairlype anaccur dalypdepictou th. 

conGovsatiokm4oytuBatcheckhibit 109? 10 

 73 Td- how vieweWERS: transcript273 Td
dolmarkeWE an uhg.... 10 

  Government ExAhibit 109? 10 

  Q.  An: transcript2hia tapfairlype anaccurepres  GowBatc uhg.... 11 12 
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           MR. NEIMAN:  Your Honor, I could go ahead and lay the 1 

  foundation for the next series of tapes prior -- while we're 2 

  waiting for the -- 
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           Ms. Vannozzi, do you know how to remove this -- there's 1 

  an arrow. 2ha7Ec7Pause in you proceedings.)





 1500

  Q.  And did you actually enter the facility of Freedom Books? 1 

  A.  Yes, I did. 2 

  Q.  Can you describe what it was that you saw when you walked 3 

  in? 4 

  A.  I would estimate, I guess, the office space to be maybe 2000 5 

  square feet, 2500 square feet.  There was a little reception 6 

  area when you first came in -- when you first immediately came 7 

  in with a counter that was immediately in front of the front 8 

  door and I'd say a waiting area with a couch, um, coffee table. 9 

           Off to the right was a small little room where I think 10 

  was the bookstore.  I think, if I recall, there was racks of 11 

  books and things like that in there.  And to the left was a -- 12 

  through a doorway was a working-type room where there appeared 13 

  to be several desks and people answering phones and things like 14 

  that. 15 

  Q.  Was the place slow? busy?  How would you characterize the 16 

  activity inside the store? 17 

  A.  I was the only individual in the waiting area.  But, uh, as 18 

  I recall, there appeared to be numerous phone calls coming in. 19 

  The people on the phone were busy, you know, dealing with people 20 

  on the telephone. 21 

  Q.  When you walked into Freedom Books, uh, were you approached 22 

  by anyone? 23 

  A.  Yes.  When I first arrived, someone approached me and asked, 24 

  you know, if they could help me or why I was there.  Um, I25 
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           THE COURT:  110?  Mr. Schiff, 110 is proposed for 1 

  admission. 2 
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  defense attorneys. 1 

           If we could play cliwsg6 easeys. 

            (Audiold pled in openwe crt.)s. 

BY MR. NEIMAN:s. 
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  how long did this entire meeting take place, I guess? 1 

  A.  Um, approximately -- I was probably in the business for 2 

  approximately an hour, including the wait time.  Uh, the actual 3 

  meeting probably took 45 to 50 minutes. 4 

  Q.  And, during this meeting, did there come a time when you 5 

  discussed with Ms. Neun her -- her -- her feelings about the 6 

  IRS? 7 

  A.  Yes. 8 

           MR. NEIMAN:  If we could please play clip E. 9 

              (Audio played in open court.) 10 

  BY MR. NEIMAN: 11 

  Q.  At some point during your face-to-face with Ms. Neun, did 12 

  you -- did she ever mention to you anything about the radio 13 

  show? 14 

  A.  Yes.  Um, I mean, we did discuss the radio show and, um, I 15 

  think in one of the earlier phone calls she suggested I call 16 

  into the show. 17 

  Q.  All right.  And did Ms. Neun ever discuss to you about her 18 

  own personal filing history with the IRS during this 19 

  face-to-face meeting, if you recall? 20 

  A.  Yes.  She said she -- she stated she had not filed tax 21 

  returns in a number of years. 22 

           MR. CRISTALLI:  I'm sorry.  I didn't hear that 23 

  responMIS 9 
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  Q.  All right.  Well, maybe if we play clip H it'll refresh your 1 

  memory. 2 

              (Audio played in open court.) 3 

           MR. NEIMAN:  If we could please play clip "I" as well. 4 

              (Audio played in open court.) 5 

  BY MR. NEIMAN: 6 

  Q.  Special Agent McEwen, did you make any purchases when you 7 

  were at Freedom Books on this visit? 8 

  A.  No. 9 

  Q.  Did -- were you given any materials, however? 10 

  A.  Yes.  I was given some -- some tapes. 11 

  Q.  What -- what were you given specifically however? 11 
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  A.  Yes.  I was given -- I was given some tapes, um, to take 1 

  with me when I left the business. 2 

           MR. NEIMAN:  All right.  If we could please play 3 

  clip K, I believe, or J?  J. 4 

              (Audio played in open court.) 5 

  BY MR. NEIMAN: 6 

  Q.  Special Agent McEwen, I believe my notes were a bit out of 7 

  whack there. 8 

           Do you remember what prompted this conversation to take 9 

  place about the Social Security Administration, employees of the 10 

  IRS, and -- and judges? 11 

  A.  It, um -- Ms. Neun was talking about an injury she had, um, 12 

  had received at some time in the past.  I don't think it was 13 

  specifically mentioned when.  But, uh, I assume it was when she 14 

  was working at another job and -- 15 

           MR. CRISTALLI:  Objection.  Move to strike.  This is 16 

  his assumptions. 17 

           THE COURT:  Sustained. 18 

  BY MR. NEIMAN: 19 

10 11 12 
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  strike. 1 

           MR. NEIMAN:  Your Honor, the witness is just answering 2 

  the question. 3 

           THE COURT:  The question was:  Did she tell you that 4 

  she was injured at another job?  The answer was, yes, while 5 

  making a hundred thousand dollars a year.  And I think we all 6 

  heard that.  The question [sic] was responsive and consistent 7 

  with the -- the tape.  Overruled. 8 

  BY MR. NEIMAN: 9 

  Q.  Well, what did you see Ms. Neun doing actually at Freedom 10 

  Books? 11 

  A.  Um, she was busy putting a -- a response letter together, 12 

  looking through files, um, moving in and about her desk. 13 

  Q.  Did you see her interact with any other people at Freedom 
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  correct? 1 

  A.  That's correct. 2 



 1
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  A.  Yes.  I -- I did not handle the code book that day.  She 1 





 1528

  was -- she -- she had said that she was making a hundred 1 

  thousand dollars a year? 2 

  A.  Yes.  That's in the recording. 3 

  Q.  I'm sorry? 4 

  A.  That's in the recording she said she was in a job making 5 

  $100,000 a year. 6 

  Q.  Right. 7 

           And she -- and -- and are you familiar that the -- the 8 

  employment was for [sic] Mission Linens?  Did that come out 9 

  during the course of the discussions? 10 

  A.  She made a statement that she was a representative of, uh, a 11 

11 

11 

11 
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  A.  Excuse me. 1 

           I give technical assistance to the tax examiners in 2 

  that department.  I assess the $500 frivolous return penalty.  I 3 

  also worked with the area counsel regarding new frivolous 4 

  arguments asking for legal discussions on whether or not they 5 

  were frivolous.  I developed training and letters regarding the 6 

  Frivolous Filer Department.  And I also talked with taxpayers 7 

  regarding their tax obligations and their questions on their tax 8 

  returns that they filed with our department. 9 

           MR. SCHIFF:  I didn't hear what -- could I just hear 10 

  her description again?  I'm sorry.  I couldn't hear very well. 11 

           THE COURT:  I'll read it back to you. 12 

           I also work with area counsel regarding new frivolous 13 

  arguments asking for legal discussions.  I develop training and 14 

  letters regarding the Frivolous Filer Department.  I also talked 15 

  with taxpayers regarding their tax obligations on their 16 

  questions on their tax returns -- 17 

           MR. SCHIFF:  Tax obligations. 18 

           THE COURT:  -- that they filed with our department. 19 

           MR. SCHIFF:  So tax obligations. 20 

           Did I understand -- did she say she determines criteria 21 

  for frivolous returns? 22 

           THE COURT:  She said that -- 23 

           MR. SCHIFF:  Did I hear her right? 24 

           THE COURT:  No.  You didn't -- you didn't hear --25 
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           THE COURT:  It has nothing to do with what she's 1 

  testifying to right now. 2 
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  Q.  Okay. 1 

  A.  And then below that it shows it's a U.S. individual income 2 

  tax for the individual; the tax period is December 1984. 3 

           The next columns are the dates.  Then it has an 4 

  explanation of the transaction -- 5 

  Q.  Okay. 6 

  A.  -- the assessment, whether it be an assessment debit or a 7 

  reversal, then it has a payment common -- column -- excuse me -- 8 

  and then the assessment date. 9 

  Q.  All right.  And then let's go to the first item. 10 

  A.  The very first item shows the date of August 8, 1991.  There 11 

  was a Prompt Assessment made. 12 

  Q.  What's a Prompt Assessment? 13 

  A.  That's when a individual actually brings in a tax return to 14 

  the -- usually a field office and they find that they need to 15 

  process that return as soon as possible.  And so an 16 

  administrative decision is made to get the return on the 17 

  assessment as quick as possible. 18 

  Q.  Okay.  Could you -- uh, and is there an amount of the 19 

  assessment listed on this form? 20 

  A.  The amount assessed is $5,567. 21 

           MR. SCHIFF:  What doc-... 22 

              (Discussion between M
L rens tlh, an. 13 
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  obtained by Revenue Agent Robert Netcoh during the probation 1 

  hearing for Irwin Schiff. 2 







 1
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  A.  This is a letter that I composed back in 1994 to try and 
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  opinion? 1 

           THE COURT:  Well, I don't W4m3BT
g, if the questini
e 
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  the letter when it's your turn to do so.  I don't -- I haven't 1 

  heard a good objection yet. 
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  types of arguments.  It's maintained for inventory purposes. 1 

  Q.  And is there some particular code that was given to this 2 

  attachment that we're looking at -- 3 

  A.  Yes.  Each -- 4 

  Q.  -- in Exhibit 37? 5 

  A.  -- each different argument that's identified has a number 6 

  and the tax examiner has a responsibility to enter the Social 7 

  Security, name of the individual, and the tax argument into the 8 

  database. 9 

  Q.  And have you seen this exact letter more than once? 10 

  A.  Oh, yes. 11 

  Q.  Have you checked in the IRS records to determine how many 12 

  returns contained this letter based on the coding that you just 13 

  described? 14 

  A.  Right.  Yes, I have. 15 

  Q.  And what -- what number did you come up with? 16 

  A.  When the database was searched for this type of return, it 17 

  showed that for the years 1998 through 2002 there was 3,435 18 

  either 1040 or 1040X's received.  And that is a very 19 

  conservative number. 20 

  Q.  I was gonna ask you:  Does that number necessarily include 21 

  every return like this that was filed with the IRS anywhere in 
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  the return in the column 7 through 22?  Is that what you're 1 

  referring to by your question? 2 

           MR. IGNALL:  Yes.  Let me ask it again -- 3 

           THMsQ: it again -- 3 

           MR. IGNALL:  Yes.  Let me 0 and maybe I'tl  -- 3 
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  A.  Yes, we've seen thousands of these returns. 1 

  Q.  What impact did those returns have on the office in Ogden? 2 

  A.  Well, in the office in Ogden, not only just the fact of the 3 

  people that receive and open the returns in sorting but it also 4 

  had a high -- 5 

           MR. SCHIFF:  Objection, your Honor.  He's asking for 6 

  her opinion. 7 

           THE COURT:  Well, he can -- he's not.  He's asking for 8 

  what happened, a fact not -- 9 

           MR. CRISTALLI:  Your Honor, I have a different -- 10 

           THE COURT:  -- an opinion. 11 

           MR. SCHIFF:  I don't understand.  Wh al15hding f-- n. 

  w Hehihe'ame?ent -- 

           MR. CRISTALLIr, I have a different -- 

           MR. SCHIFFnt I could donelicut hihean opinac- n. 

           MR. CRISTALLIr, I havefo't ajectal o  Objection, yon. 

           THE COURTHeal15hdi not -- 

10 

      BingI'llan artion, l o  ObjeHonon. 

11 

           MR. CRISTALAavefo't ajectal o  ObjeHonon.       Um Wes. 0  Governmiffetrys as-n.makI haconn  Objes-n.non. 
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           MR. SCHIFF:  But they -- 1 
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           If I could turn your attention now to Exhibit 59. 1 

           THE COURT:  Are you gonna be a while longer? 2 

           MR. IGNALL:  I think I may be able to finish in a few 3 
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           Um, your Honor, my concern with this particular witness 1 

  is that th 0oas a mention by  th in  th testimonyis th, uh,ss 

 t --is that th 0oas a --ishe had64 viewed anyw th 0betweenss 

2,000 to 3,000 frivolous64 turns.  It does not appeulas that th 0s 

has beensa foundation laid to y cnechat ose64 turns to h this 
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           THE COURT:  I understand. 1 

           MR. CRISTALLI:  -- this conspiracy. 2 

           THE COURT:  Well, we can go into it tomorrow when -- 3 

           MR. CRISTALLI:  Okay. 4 

           THE COURT:  -- she's back on the stand. 5 

           MR. CRISTALLI:  Okay. 6 

           MR. IGNALL:  And, your Honor, I'd be happy to clarify 7 

  that because indeed -- as I understand it and we'll ask the 8 

  witness obviously -- that the attachment that she looked at that 9 

  was attached to Mr. Schiff's return she had seen in particular 10 

  and that the IRS had a particular code for that exact 11 

  attachment. 12 

           THE COURT:  That was my understanding, but -- 13 

           MR. CRISTALLI:  I may be wrong. 14 

           MR. IGNALL:  But I can go into that and I can go into 15 

  the years that she searched in the database. 16 

13 

16 
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           MR. IGNALL:  No, no, no.  We'll clarify that in the 1 

  morning. 2 

           MR. CRISTALLI:  And that's a concern.  If it's just an 3 

  argument, then -- 4 

           THE COURT:  Well, she's talking about two different 5 

  things. 6 

           MR. CRISTALLI:  Yeah. 7 

           THE COURT:  First of all, she's talking about this -- 8 

  this -- this attachment and then she's talking about 9 

  generalities and where they -- where they codified arguments. 10 

  So we'll clear it up in the morning. 11 

           MR. CRISTALLI:  Thank you. 12 

           MR. IGNALL:  Thank you, your Honor. 13 

           MR. BOWERS:  And, just for the record -- and I guess 14 

  we'll deal with it tomorrow -- we're talking about returns well 15 

  outside of the time frame of the charged conspiracy.  She's 16 

  provided no breakdown. 17 

           MR. IGNALL:  Your Honor, I can clarify that tomorrow, 18 

  what years are in issue here. 19 

           MR. CRISTALLI:  Thank you, your Honor. 20 

           THE COURT:  Thank you. 21 

           MR. BOWERS:  Thanks, Judge. 22 




