HEARINGS EXHIBITS®
ExHIBIT 1

SreciAn, Servicr STAFP: ITe OmGIN, MISsION AND D'OTENTIAL

b3

PREPARED BY ACTS: FOR MIENNTAL MEEFING OF REGIONAL COMMIGSLONFRE AT
CHARLOTLESYLE, VIRGINIA NOVEMHER 1 AND 2, IDTZ

{CONFIDLNTIAL)
1. Introduction
Recognizing the viehl 1o legally and peacefudly protest,
the governent iy inbierent in the freedone of eacl
rights refleets

nble, and petition

abnse of (hese

ehipping sway at fnsiamental principles regarding eighis, froee-
o

f doms, and rved < of per here ave these who readily vondenay our pres-
ent tax system el wonld fear it deswn §f they eould, U
are being presented to all levels of government as well

Uadike the violence anld viols of the sixties, (he early focusel
on o more threatening hination of proafests and probioms which are sure to
earry us well inte the geventios—fikely o iing in infensity and freguency.
Well arganized protest groups have tarned thelr attention away from the wing-
i down Viefmom Wap issnes,

Fosday they are coneeriied with fulitee seategios digecled ol the economie
sirueture of thix counlry with partivular e
ente Rerviee, Lo, metlimds of funneline fases into alter
aud ncome tax nonpayers feel it e e Lo duive o Ml
futl” or “alternative fund” into which people coulil place theie hefd-
moni hew 1o react to TR procedures (hreitk down the Tederal Gixeofleod
witchinesy and earnestly solicii others 1o Juin in (he effort) culdorsing
Jevislation whish wonld legalice “censcientions fax objector »

1 Gikes cousiderable wivele not 1o vecognize that we e confronted with
Mehly organized and well Buatiesd gronps beat ou destroyieg onr form of gove
ernmeht amd they are moving very carefaly, step by step, following well tid
plans,

Probably, their nuiber one, gowd ot (Lis peing ix (o ermde, and eventuatly
destroy, our entire tax syste, ot

cground o formalion and misaion af Special Screice Staff

Inforation developed during the hearings of 1 (v Commitiee o Gov-
ernment Opeeations during August B estabblishied G v

i wled problems o the Iaternd Resenue Serviee,
ized ax extremisls on e right or lell were aol in
with Tnternal Revenue Laws, Infoemation was also developed thal jndividuats
ift the forelront of (hese orginizittions titeel (ax retuens rellecting noedit in-
o, or did not tide at all, slthough (hey were ohviously expeeling substantial
amounts ol fials. .

These hearings clearly indicated a need fop the Talernal Revenoe Nepvice
te actively euter into complisies program direeted towird these treaist
KRoups and prin who, by (heir sLated atltitades wnl actions, coutd
e expected toignore or willfully vielate Federal tay stitutes
T OFunctioning under the Assistant Cotnuissioner
plianice group was established in A 1
able infornation oF avganizations ol individuads et it el views
Tam) philesephies, Fhe entieatioe of orgapizations sl imdividoals bwlinled

i the e v
valved : rather, it was divected Lo the notariety of the individual or org;
and Uy cronability vty miedt eesults trom Their acrivities
Tikelitennd that (his iy would dead 1o ingaivies regarding then tn stiis,
o Anothep dmporvtant consideration was the degree of " probashiliny ted v!lu_"-f.n:'

, divadnais might dehberately ivoil theiv tas vesponsilalities, |
Litson was establishiol with Poageral in five mend B enforcesient sgen-
cies tsueh as PRI Seernt A Military  Intelligenes, and
Department of Justiee; amd with Senate and Hoose Bpvestizning Committees,
By use of psepdunyms el “drop” hoses, wdienl, subveesive, and extremist pril-
> i jui A4 souree of seenring
als, netivities of
¥ of individuals

PG,

X eXempt statis,
ding finaneial sappe
Jor parl of its setivity, tile atioy fur-

nisheid an g tions il their principals 1 ion aetions

are pending, Ligison with Pechniceal helps lo easune thatl e ereoneons. bech-

dvier or rulings e issued due o laek of informetion,

ishield Lo e sttt Zor disseminate information with

Literid Reenrity, Bervice Ceutees, Ofliee of Tater il
Operations, National Computer Conter, Pablie Informntion, and the Andit sl
Collectiop Cuneetfons, e

Or exempd urEni
A another gy

1 Under criteria determined by the Committee in consultation with the Internal Revenue
Service and the Federal Bureau of Investigatlon, certain materials have been deleted from
these exhibits, some of which were previously classified to maintain the integrity of the
internal operating procedures of the agencies involved, and to protect intelligence sources
and methods. Further deletions were made with respect to protecting the privacy of certain
individuals and groups. These deletions do not change the material content of these
exhibits.
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Ktarting with 77 6iles, identified by (e Congressional Conmittee, within less
han one year after this Complianee Group was established, informativn s
Been ity compited sl consoliated dnte Bt wrzamizationad and
inddividua) fies. Cureently, the Geoup tnow Kiown as s Specind Nervi
ACTRIC:N8RY has 11,000 files (8,000 individuabs and 3000 argan
the corgpanition of these fitex ave 12000 chssificd docioents, Inoaddition {o
extabilished fi the S has geeailability fo o compaterized printogt furnished
hy another Thix disti
A threat o the security of this conutey currently idenfiies another 160 en-
Lities where £y vielations wonld stppear probable

Uil the Npeciad Rerviee S0 was favncdized Pebenary VL B2 s aetivity
was consitlermd semi-seeret and apparently our people in fhe Jicld were nat
knowledeealde of Hs mission and obje Bvestizative personnel partion.
Taeky shonhd be ore fGonuiblar with this ¥ AIVIEY ond mikdion as entlined
in TRM 1113630 Asa, there s o peed 1o inercase Tield awapencess nf the ime
portanee of the wvestigative iaformnation fuenished by the stali to distriet
alhiers,

Plans are g the will o dmplement erviain reconimendations of a0 recent
computerizaion feasibility stwily, Some degee of apeeluizotion appears peees.
Sy to eope with the aectmnbdion and gquantity of data reeeived by the St
from sonvces swilhin and ontside the Sepvies,

Whe SEdb actiong as e centul tatelligence gathecing ety consolidates data
available within T oy obainable from orher investizatone or ks entorees
ment agencies, Avommulabed data in the files soggests there are twao sagor cide.
Forivs o1 oarpapizations and idividuats hentified as Bhedy bo e vielatine ¥
eral statutes ncluding the fay fihog ol paying requitements of the TR,

Fhese onzanizations and dndividuals enn be gemerally categorizzd as (h Vi
Tent Gronps  those who advocale el prachice arson, Beehombing and b
Fion of property o use caercive threads for fonds through TS0 Postal 8¢
ke theeats against publie otheinls o ploa g organize prison riofs: engzige
i netivities invelving illegal aecunvdation of frearims and anonunition s have
bewey identitiod as planniug and caroving out shy geking: 2wl (hose who pring
atul distribute puldications wdvocating revolution neainst the govermmend of
this courdry. In eafegory there ix auple evidenee of aetivitien involvimg o

Slled No-Violent Groups, who hy alleged peaceful demonstrations oftendimes
Hliberely initinte vimlenes no sestriction fnehnbed are those s padidicly
destrov b deatt cards, destr elive Nervien offiee peconds, partiei.
pate o an orgnnze May Dy demonstrations, ovgnnize s attend _poek s
tvals which attract sonth aml paventies, aid in Tawdung ~ale of hiveanos to Trish
Wevaablienn Avoy, Arab deceapsts, ete tavel ta Cala, Al sl Nt Ty
Viehua g deiianee of existing stoutes trelahing fo o seditions acta), ineiting
conmmotion and pesistance tooanthority by eneoneaging defectars in the Armed
Forees ta entep into allinnees fo subyvert this nation, awd there s evidenee from
clissitied documrnts that teanslers aC bovge aoeauds of uopoy Lo el Graa
the SN are being nsed to establish and organize gronps with the view of
averthrow of this government.

HH . Curvent procedwres employed b the Special o

ice Granp

Carrendy, osinformation s received. it is reviewed for indieations of pon-
romplinies sueh s ereneons exemptions, contnbitions to ngustitied organizn.
tions, the chianneling of funds by eXempt orginizations to non-exenipt arganiz
tions. or items of uneeparied ine eperations outside of it ehorier by
el arginiz s stnd the fdilaee Lo file and Zor Cineowe, gl amd eme-
Ployent taxes, ublicittions and documents are reviewed for intormition of fax
KLOhe or resisianee povenends,

Whiern any of the above indi
areinitinted to s

\

ions are present, file searvehes where possibbe,
if vetarns aee filed g Bises paisd. Tnapprapricte eases, Xo-

cind cueity elweeks ave made for pussible nireported soutees of wiges aind
earnings,
T e review and evaluadion soowarvanls, perhinend financinl aod tax is

tranemitted o the Disiriet. dadit, Sotellizence, or Collection Division, Sinee
el of the infarmation is elassified, it ennnot berepradueed or trausmitted ju
the forie veceived, aud, of necessity, wust e eseerpled and eapsulized. ‘Fhe
refevialy may  relade oo speeifie individuals,  orgimizations,  or gronps  of
individuats

Should other agencies desire informition velative (o tax retorns or inves
tions, (hey must request it ihicongh oflicial chaniets observing the iselosuee
ltres,

Lu addition, information aad trends an s
sent fodistricts affected, Under present proesdnres, the reeeg

ines ta what el the infornstion sl

The Bl adsn informs the inmal Oliee Profective Programs Brsneh of
Faeilitioxd Manacement and the Nationsl Otliee Coordinator in (he Intelligen
Pivision when ther re indications of protests or demonsieations which would
Ve o thrent o Jaternn] Revenue prenises

Examples of weveral types of Special Sepvies SEUT peferels have een eon-
densed vt inehided as exhibits inoa paekace of atCehments, Fhese show fhe
revenne possibilities that istin bofh the andit and colleetion fields, inclind-
ingg income, gifl and employment Gixes. (Fahibit 12y,

strike and v

istiiiee movements s

oy districts deter.
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The paeket alan contains simples of padoeriabs published el erenlated oy
members of e Gy strike and vesistinee moveaents Tooshow the decree of
sophisfication these novements Jave roached, the fistextnhil in (s paeiine
o repreadineed FRE coport on s nationad convention of aelivists recently Telid
o AsEnsl ol Kansas Uity with Internad Revenoe Serviee asotheir (el point
ol attendiom

NV Potestiol weage md weaddahility of Special Seviiee Ntaff

The fles of the Speeial Serviee SGHD contain vist ionnts of information’
pertainiigg to tapes of individnals amd organizictions desceibeid This netterial is
received on e dany by sday basis el 30 s beerc impos<ibte tor the XEat e Keep
paee with this gros b Ao vesnlt, adthoughy files ave been esbabiistied, tiere is
A great deat of aterinl which has not been evalunted, and consegpaentiy Liavs nost
been referred to field oflices,

Thiv peterial is available to rovenne agents, specinl agenls, and revenie offi-
cers working on individuals ar orzanizations invalved an thiese el or richt wing
movenments, One of the problems las been thad aexanining persennel e not
anare of the Stafi, s mission or operation, As stadod befove, The Goae ias now
e when Gehl peeesonnied shouid le Dally infornesd of the existence of fhe Stadl
and the type of mformation avidbabie,

Should an iseent or revenue officer he assigied oo case Gl iuto one of dhe
cntegaries diseussed, he shonld feet Tree To derect e ingquiey G e Speciad Sepy
fce ST B see i there is any infoernsion o fite or thal coald he ohbained fhid
would aid in their investization, The hle conhl contain laneind fnformalion to
assint i an il or it conld possitly Teoaenreent address foesied o elosing sy
PTHA or T Duguivies enn cither be by maii or telephone aad divected fo the
address ar telephone munber shiown on the transmittal letler {(See Fahiibit g
inattaclupenty,

Many of (he files ave extremely volwminons containing detailed tinameial infor-
mation. D suel justanees it may he prefersble (o love Behd peesonnel come in
and exteact pertinent dada from e case tile, However, dne (o the chissitied
pature of the (les, it wonld be necessary to obliin e seerel seencity elisranee [ov
eaely employee desiving te nuke such an ihspection. Since some of the dides are
Top Secret and the degeee of clearinees should be kept ad miniam Neall
emhers with Tog Seerel clearanee e extracet and cap=iatize any pertinent data
of thix nature if necded,

While the Special Serviee Stafl ix essentiniby an information gatheripe and
dis<emination operation, il <howld not e eonsidered a oneaway street il
personnel shonld bewalvised o e for mtormation sl 4 coneerning
(hese arganizations and individhinls Mg ey willfndly dnore or vioelate
tan shatotes, This added resoirce woubil open an eftective taesway conmninii-
tien ehannel whieh can de el tncimprove any fnlernal Josve qae Rerviee sielions

peuired. Phis s especiatly impartant where suelc informations wonbl evoss alis-
trict or regional lines permitting cosrdination with niler otfives

Further, field personnel shouted also e alerd to ernninn? violnlions other than
fhase involving the tax tates, This canld Diclide oy indication of aets of
violenes, falsification of otlicia] docnments, Threats rinst tiovernment efhivinls
or oflicers, ete, Sucl information shoh) adse e elameled fo the Sl sa Fhey
ran eoordinate with the appropriate ageney.,

VL Copetiusion and diseussion

It has now been diseussed i somie detsil how this Speeinl Serviee Siaff aetivity
funetions, whanl its porpose is, amd how effectively G Jemd sl cises it menerates
are ulilized by the Serviee, The mugnitude sod potentinl of this faeility ix ime
pressive, A pecent internal andit of the Npecint Serviee Stafi fullty suppmrts the
comelirsion that this frnction «ffers high pofentinl axoa delerrent i eoping with
widespreml tix vialintions sponsored hy setivist proups

Cortainly Internnl Revenne Servies oflicers s s e only da so much
i their own in trying fo ealleet from, investizate ar examine these organizations
amlindividwas, who througls insidions methods have collaborated 1o form o
vevolutinnary foree, which i0 atlowed 1o devetop jasdmtly witl deeonie well
estabilished hefore hecmming aippatent

Perhaps the onby o way (o edmbat o tax eebellion growth or movenent oo
ooty is for tie Tnlernad Hevenne Serviees winell now e this Npecinl Serviee
L ecess (o relinbde pdellivenee inforation, ta expose the feeead eare toaded

and fringe eteent in onr nodion who advecite tearing down our present system
Thic proswtation shonld give you some additiona] iusizht into The foration
and potential for o central infellizenee gathering facility of this natare, Tope-
fadly, i1 hoas alvo encon sy ta think about “shal is to be done
Among the afternatives 1o be considered amd disensaed
Vsing (he Speeind Service Stall as o nueleous, wonld §0 he practieal te
sbevadap G anntti-agemey appronche using strike fogee coneepts with specinl
eusphicis ob criminat cole proseewivhs wisler Title 15 in eorrelation with
Fibhe 2
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EXHIBIT 2

Director, Federal bureau of lovestigation RS $
Department of Justice | oo I
i .t . NN,
Asskstant Commissioner:(Compliance) CPiPUD -
Internal. Revenue Serxvice , .
- v 3r e
Request to be Placed en Dissemination List

Atteation:  Special Agent Patrick D. Putnam

k]

Por your information I have formed a conmittec of scme of our
Gompliance poople to pather data and recoimmend actlons to be taken
vithiu the Internal Revenue Service relating te various ougan
of predeninantlv dicsident or extremist nature aud/or people

fdentified with these orpanizations.

The group 5 have formed i¢ named the Activi
Comai.tlee cna 45 now ruucoioning with Hr. FYaul . Vrelg

tinatoen

with them!” Au this time
on the atlachament to this

nve and

Cf51e data on the owgonizations
memorandum. '

Tt s apparent
oyrpunizations and
Twith it assigruent.

o
5]
T o
=
)

that ony data trang :
Room 2503, Intevnsl Rovenue Service, 1111 Consti
Washington, D. C, :

1)

yd .
7 .
¢ 4 M

. .
. L - Assistant Commissioner

- b [ . © .o (Gomplirnce) -

Attachnent - S T

List of Orpanizazions e
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R N
L UNI'H.J) STAVES GO\.,J‘\.\"\XE.\'T ' M .

B ;e : i ) »
Memorandum - )

o s ppe. W. C. Sullivan ] DATE:  8/15/G9

iKOM: p oy, Erennan, Jr_.//’ [ . o

. ST b //
INTERIIAL (Ins) - ;
£ AWD DIIREUMIST
. Tnforication has been reccived frowm (. Paul I, Wripht o

mns il

¢ INS, ag a restlt of Walte liouse and Congressionnl prensut

ling on a prograin looikng toward tax and gun 1w violutio

wow Lelt, blacik ¢ cnist, and wiite cnirenmist

cna indivicuals counceved thevewith, Attacihed quu

i Comminsioner Lounald Bacen veauests tiat :
* A nuwpeyr of these ov

ie ormor

an
or

L odviscd that s a resuly of con”jocr"ble i
1 the VWhstie Housc, RS hng forned a Oc
mnown S the fcetivists Organzuzatlons Cu
to coliteet ull nertiuent afornmation rol
renist orpanisntions, as weld s
ted tbherewith, and therxcafter dnitictie ricad
ond pudits of these proups nind inuiviauonls looinin
sine o tax violations.and violations of the Gun Gou'wo
In attached letter Bocon requests that IR0 Lo pluace
for our investiigative roporis involving 72 orpgan:
Tieceaminntion woe o wade to INS

e 0

uavton

w ol the list of orp
Lcaten the orr;nlnkLAOF JIO nr' Ly
sitoor white exire t naturoe. Hnny' ol tho
sied have not been lavestipgated by use

nature, i
ent clc
weseminated Lo 1435

sted, It i {elt Lnat

L conceniratcd r“c"r:n of

properly
i pS
“e R

vaornond tec
e

.C. onio

.. AN [a) g

i SRR RS
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liemorandun D. J. Brennan,Jr., to
: Mr, . C. Sullivan
RE: IKRTERNAL RIVENUD SERVICE (INS) !
INVESTIGATIONS O MW7 LLFT AND EXTRENIST
ORGANIZATIORS ARD INDIVIDUALS '

ACTYON: 4

1. J¥{ approved it will be cxplained to Assistant
Comsissioneyr Pacon by Liacison that several of tho organizations
Le has iistied ave notu under investigation by us but that wvo
will zeceae to his request in connection with those listed
organizavions lhkat we have currently under investigation.

RS -

~
Attached for approval is a letter to all
in Charge alerting them to the IRS program,

S -2,
Special LAgenis

| —
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EXHIBIT 3

(ESCERPT FROM COMMUNTICATION, SI WIAT, ASUNT IN CHARGE ATIANTA TO
DIRECTOR, FRI, DATED APRIL 14, 1964)

AT 100-6520-D
AFlt101t

Tax returns of and information ‘from IRS]
investigative files were recently received and analyzed.
[Paraphrase

* %k k

It 40 Velteverd that denoru ond creditors of

present two dvporiant areng £or commtoevr=Intollioenes aziiviviea,
Inoceonel Lo Lo Corors LU Lg o sueosued vhat ofrteial
slabioncry bhoopine. slenatuare, conton o valeh o pypsdslle
to the Ablonta rdlee and will Lo furnlshod by seoovatoe communl-
crblon Lo Lhe Luronw Labaratory tor reproduation purnonen,
e nsidlced o oclvdclog thoe donors that Inbernad jlovape
cerviae o ocurreatly checidlny Lo recamdn o anel that

Shron-h this phoney correspondense vants Lo aavise Gha
doucr Iasavins Chot Lo renorted hia libs in acoorianae uluh
Internal evenuwse reandronentns 90 that he 4111 cey bocome
involved Inoa Los devestisavion, It 4o telseved sach o letter

ol thly tyre von may cause conalddoerable conoery o
climinate future contributions,  rom weellobhle fatormalion
JL ds pppoavent Uat wnany off these consrilutovy Lo e

doln so ln order o elatm tax deductlons mwed ln owier o Lo
cligible Cor curly doaustlions, the contrliution 15 Loeins wadu Lo
Gl [excised) Churehn, uhtch dn inn 1o Porearded Lo

60-877 O - 76 - 4
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EXHIBIT 4
) ) 2 Tebrunrr 1357
1
MEMORANDUM FOn: - R e
SUBTECT - 3 1.,5 Brizfing on RALIPARTS CoT

. CnlZXe “o*u_'w'y 1967 I mez wile "l.or.:as Tezoy, 2
to the Cemmiaaloner, ISt to hrief pim on tke current skatus OT' tha
RAXUPADTS matter and to szek his cooperation. Also preosent were
Jean zen, Execwzive Ansiztart to the Az :nsu.n_ Com:n.ssvon&- o
C:rm_glm.:xc:lan__. Johzx Bazbar, Chief of Rul;ngs, et Or—'am_z,q_g
Branch. A thres officials have been closely involved with uz in the

=
w

v
7]
]
[3’

o

recexr developmeaxis about Uax\ SA2ads , lmparmticuler -7
. - L. Orﬂb\b\\‘LG\‘l‘LJ\-— RS ey

< " Itold them crE tho i .n.:v::::a‘lan and rmmors we have heard

about TL‘\'JLP%RTQ progoasd expasds with paxticd e )
U=RIsA G\({S Lo I imnressed upon them the Di;ec‘:or’s s

- ;ed cur cerininty thox this s 2a aack on Cld i p

and th-‘: 2dministmation in general, whickis :ne:c;f using

g..

{25 toola. To emphasize the natusre of tha preple= &

exzerpts't 25 NAeo |memorondom of 2_':1 Jazuarr 1

stptzmertg and acicna of RAMTARTS ofil s

22-25 3@317. Ve 22zo disgussed ou:g—n*-ax,abla sources R
marion bhringrwsed by P-’LMDAD""', ncluding the many leadz which -
probably origizaied from the "Patiman Fight " emosurss. - Thia Dozai-
LKiliry of Hozzy Olsher of ‘Dﬂ‘zn:"_a stail a:.vm" cccsam‘d wAth LT -
RAVMPARTS waa m““"a:a«l- - B o oo

N -
3. Barber adviaec‘x that the IR5 exarzinex
s2polization for tam~exempt siatua has _]Ls‘ co

& has recommended that USINEA he granted tax
C Sectica 50i{c}{4) wrich is the cl’*sst icazion

2mizations. Inthe exomizer's view USNEA is
; .

"

<
i

n

i

2
ox
30
un

|
i

Declassified by authority

.~
1 October 1975,




s L wild Do zmgre &

which ore exermnt vnder Secilon 503{c){

rhat USNSA hod beccme so nctorisus and the subj 5
complaizis to IRS thnt it 5od been pet veder 2udit 22d might have nad

s ‘x')ch,( ) exemziicn revoks
1z a pew applicatisn for exexgtion b

;‘
I
N
g
¥
a
i
};
NN
B

4. I suggested tdat'ths corporale 2 returns of RALIPARTS,
Inc. be exzmized 2=nd thet any leadm finan :i:*_‘. sumpoxtexs

be followm an e;:u._*""‘*:zn of their individuzl tax rctaras, It
is unlilialy thot =nez an exzmimation will develpp much yorti~whils |
infom—ntion aa 2o the magzzine's spurce of Gnencial suspart, but it
is posasible tha’ some leads will be evidert. The retarcs can be colted
.in jox rsview by the Assisiaal Corriasioner fazt Complvr»_ncc withous .
cavszing zay particaizr notics in the roepective IS districts. The pro~ -
pos=d examimntion wanld be made by kir. Green who would 2dvise me
if thexe apsearsd to ha a3y irfoz=ation on the rsinrns worth *Ouoqx"v
up. Tae political sexnsitivity of tha case is suck that i we are 0 go
fusther than this, it will be necessary jor the Agency io make a
formal "equx:st ior the retrrzs andax a vrocedure set forth in Covern-
me=z *q“’*‘*o‘.s. If such o regrest is made, the Comezisaiocer *m.ll G,

Y

be in aposxnon to deny ous ixtersst if qus ﬁ:mu-v_ 1z 2te

\cO““"EﬂS 01‘ cioer :::q.ue:.a:_-. axhomit fa

e LV 5. This matter co=taing the elements for poli
ageinst the Imterzal Revenue Sarvize as well 2o ihis Agency 23d Mz, Terry |

" feels thot we can make »o move uotil he has bri e:l.cl the Cormmissioner, - -
The Cormmission=r-kad ‘.l*v:xdy e*’pr“ssed concern over puslic comm ’

e
A ok thoa t;._.‘e

abowr USNSA's tax exemziics, even though he knew ._~.-.“_5 2t tho
of the Agcn'-y 3 involvernert with USNSA. . Mr, Terzy wi ief the | S

Commrissionsr 2s econ 23 possznl°~ 2nd coztact m= wzz_'z "a nzs :muc zo.

B . _!‘ :‘q : o
. ROMLC s

SEP 29 1975 . "-_

GIA . .' 5
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EXHIBIT 5

LT TNy s RN :;r‘--v,r)"v fakrde k]
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6 Dzceaber 1972

10 District Director
St. Louis District )
Interna)l Revenue Service
from: Chief, Inelligence Division

San Francisco District.

r & e 2 A BN A SR

subject: Tax Protest iovement

Atitacked herewith, for your infcrmation, ic a cony of a list
of veorious memners involved in the t ¢ movement,
individuals have been identilied throv-h investircilions censuc-
ted in the 5en Proncisco Dictriet relating fto varicus tox protest
goups. Jt is believed that come menbers of ithese groups cre
capable of violence against IRS personncl.

: protest

This information is furnished for your information and disposition.

B

Name deleted
Chief, Intelligence Bivision

—
[
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TAX, PROTAST (COIFLIVUED)

NAE
M (Cont'd)

Hontoya, Joseph (Sen)

Names deleted

CITY & STAYR

Hew Mexico
Tavernicr, Florida
led Bluff, CA

lebile, Alabama

Palermo, CA

San Dicgo, CA §2116
Bridzeford, Comnecticut
Pasadena, CA

Yacons, Washington

Red Bluff, CA

Fresno, CA

Valley Springs, CA 95252
Mexced, CA

Cincinaiii, Onhio L5205

Pincdale, CA
Derxkeley, CA

Fowler, Ch
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<. .. v T4st of Orpanizations

-

.. The Student YNon-violent Coordinating Committee _.'

. V,oae t

The .Student Voice,-Inc.u.A R P :”

The Sojourner Motor Fleet, Inc.
The Southern Education and Research Institute, Inc,

. The Congress of Racial Equality

Tiwe Students far a Democratic Society' ~

" The Black Panther Party

’

- The Revolutionary Action Movement

"Yhe Deacons for Defense and Justice e

e Naticn of Islam.
Yhe Afvo-Anerican Resecrch Inetitute, Ine.

e Southern Conference Cducation Fund

_1he Propressive Labow Party

L]
Rosen Yublishing Company

"Tri-Line Offset Company, Inc. f _
The Medical Committee f{or Human Rights
- The Fund for Educaticn and Legal Defease

The Minutemen St

The Ameri;an Nazi Party
. The United Klans of America, Inc:
~The White Knights of é\clﬁ&(
:-Thc National Statés Rights Part?llm

Afro-AmcrLcau Sct

. . ’ * .
Allied Var ‘Prisoncrs Rescue Mission

\



Mnericans for Demecratic Action. 3‘-2“",

Ametiééns for Freedom
'Biacg'Brbthg:hpo;' e
' Bleck Turks . .
Black United Stratcgists‘_A.
* Black United Youths

Breakthyrough

Christian'Bcacon, Inc.
Christian Echoes Ministry, Tmec.

':Church League of Anerica .

Citywide Citizens Acticn Committee

Civilian Resistance Command |

- Commandos L

Communist Party Youth Club : 2:

Congress of Freedom

Cbhéchativé‘Vice-Lords, Inc.
“Dayton Alliance For Racifal Iquality :
Fair Play For Cuba Cumnittee

Free Corps

Yree Specch tMovenent

Fund for The R?public, Inc.
Group lor Advanced Lcnqcrsh{p
. Ingtitute for American Dcmocrncy,‘lﬁ;.

Institute - for the Study of Black Unity

International Vorkers Ovder
N . |
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Interreligious TFoundation fox Community Oigenizaticn, Inc.

Iife Linc Foundations, Inc.

. Mélcoim X Sodiety ’ e

" Medgar Evers Rifle Club

Militant Labor Forum

“'Honroe Defense Committec

slim Mosque, Inc.

Rational Student Association o ) : :
“(Formerly U. S, Natfonal Student Association)

" Operation Breakthrough

. Orgenization of Afro-American Unity, luc. .

1
o . o 1 o e . «
Patriotic Party oL R . .( .
|

The Yeace Foundation

- Protestants and Other Jumericans Unlted for Separction of Church and Srute

J/Louis 4. Rabinowitz Foundation s '.'" . "_} L.
. oL .
- Republic of New Alrica ' W 2
" Senegalese o Q}f?;""v N .
fSoclaliat Workers.Pgrty IR ?;:‘~ s S :“.'W; N
" Soldiers of The Cross . ’ .
{/Southcrn Student Crganizinglcémmigteéré : ‘
Unitariaa Socicty : - S "A:.‘.
LU

United Black Community Organization

W. E. D, Dubois Clubs

Borkers World ParLy

Young Soctalist Allinnce

.r
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subjecl  Payicat to Confid:oatlal Souvces (Infcruouts)

The Intemaal Revenue Manual, Sectlons 372, 9372 and Policy Statesent
P-9-35 (copics of wihilch arc sttached) provides guidance for paytent
. to gourcea for conlidential Jaformation., These lLiitructions esupplement
the weunzl and are provided lor your evesyday guldance.
< Paywent for information will be made only when the {nformation is not?
“availablic otle Lach of you have non-pald sources, In those
situarions calliny for poyment for expeuses or information, our approach
will be conservative as to awmounts pald but progressive ac to geeking
and getting the nceded inform::t:ion.

Type of Tundy . ‘

Imprest fund payrients to conflidential cources must be paid from the
proper fund. If the Inforwmatlon obtoincd reiates to NTP, then the fuads
must be pald from 8P funds. The same opplies to the TPG or Strike

Torce, 'Wacn requod ping: funds,” plecse-specify the iutended progrua,

Locetion of Funds

Confidential funds for the LG&R operation will be naintained in lilamd
in the custody of the IG&R Group Manager. Each ICER agent at POD's
outedcd: of Miard will be advanced a small fund, An interin receipt will
be signed for the advance, spondicures from tha advance will rot ba-:
«mace, witheur th provellof the Group larager, comme '

|

I Reoevenue Service




Payrieng wav be authorized for expendltures from the confidentlal funds
for: 77

(L) Erperses for or in bebalf of source.
(2) Iafoenation,
(3) Scueuring evideunce,

,wype of expenses includible (among others) miy be hotel room or other
spuce rental, auto rental, travel, food and beverage, or utilitles and
phone,

Pasment will not be autlorized for "frong" moncy or a proalse by the
curce that he vill deliver in the future. ‘In come- circunoLunPes T

weuthorization will be- grantﬂd to- uuvnnce _expense money, o

" Type of Information Soupht

Information which we seek ands{or wvhich we will make payment is contained
in Policy Statcmeont P-9-36., We wmust guard against using the confidential
fund in any other way. Payment foir information is made only when the
information is unavailuble otherwise. .For example, payment vill not be
made for an arrest report whoen such a report 1s public record., Nelther
will ve pay a source to scarch public records for us or to do other typc
dinvestigative work.:

Luthorizatdion for Makinn Payment -

<Lachexpenditure from the confidential fund will be approved by the

~Group Manager before payment is made to the source (informant) or before::
any expenses ave incurred by the source, After the source has been
debriefed, the special agent will write o memorandum to file of information
obcained end/ox cxpenses incurred. Thils meworandum will be forwarded to
the Group Menager for revlew, The special agent will attach to the
renorandum & note recomaendiug amount of payment and will also recommend
distribution of the weworandum. After review, the Group Manager will
authorize po it to the tource by the agent and set the amount of

paysent, The Grouvp Manaper will notify the agent of the amount approved
Aftrer approval, the agent can use fuadg on hand for puymcnt.




At time of payment, the agent will obtadn a receipt (Stundard Fornm
1165) fron the sow ce. The receipe will be forwvarded, along with a
signed "Corfidentlal Lupenditure from lmprest Yund'" form DIR J INT-52,
to the Group anager,

General

Uzder no _circumstances will "repular” payronts be made _to a cource.
That 1s, we have no cne on the payroll., Ve ouly pay for information
recelved, as evaluated and recoimwended by the special agent and

approved by the Group Manager.

.Each of us must cxeveise carc Ju submitting any vouchers or claims

for reinbursenent when the speclal agent is involved in dining with

the source, In such a situation, payment wwl1ll only be made for cxpenses
incurred by the agent over and above what he would normally have spent
for.a meal. All of us have boen given a big responsibility in handling
imprest funds. We must use these funds carefully and frugally,

In the event of any emcrgency situation, please call the Group Manager
for fuformation and authority for® payment.

NAME DELETED

Atteachments

ccs Chief, Intelligence Div,
Jacksonville Digtrict

INSTRUCTIOLS TO GROUP
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Assistant Commissioner
{Compliance}

—{ Disclosure Staff J

Appeliate Division

Audit Division

Intelligence Division

Office of

International Operations

Coordination and
Management Staff

Branches:

Programs and
Procedures
Special Services

Office Services Staff

Branches:

Centralized Activities

Exempt Organization
Examination

Programs

Resources and
Analysis

Administrative Office
Staff Assistance
(Visitation)

Branches:
Operations
Program
Technical
Development

Administrative Office

Divisions:

Auait

Collection and
Taxpayer Service

Foreign Programs
and Research

Branches; Staffs
Chief Classifying
Officer
Conference Staff
Examination Branch
Field Branch |
Field Branch li
Foreign Programs
Branch
Office Branch
Research and
Technical Branch
Review Staff
Service Branch
Special Pracedures
Staff
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EXHIBIT 8
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Internal Revenue Scrvice
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-
Honorable Donald C. Alcxander
Commissioner of Internal Revenue
Washington, D. C.

Dcar Commissioner Alexander:

This transmits a copy of our recport of results of
the special on-line audit of narcotics termination
assessments.

The Service has made dpproximately 3,500 narcotics
termination assessments totaling $104 million since
August 1971. Thesc asscssments have generally been
made under tight time constraints based on information
furnished by local law enforcement agencics with little
or no independent investigation by the Service. The
information furnished is generally not sound cvidence,
but primarily consists of projections, opinions or con-
clusions of the leocal Jaw enforcement officers. The
investipgatieons are not of the same depth as normal
audit examinations. '

In these cascs, ficld agents initiate immcdiate
assessiments in order e scize assets in custody of
local authorities before the asscts are reclaimed by
the taxpayers or their attorncys. The individuals ar-
rested by local police generally remain in their
custody for less than 24 hours.

We found that procedyres and practices used in
terminating the tax years vary nationally from district
to district, and as a result tax Jaws and regulations
arc not applicd consistently and equitably to all tax-
paycers.

The terminations arc usually made on the basis that
the taxpayer's iiJepal navcotics involvement constitutes
a "prima facie” case. With few exceptions, there is no
other hard evidence that income taxes are duc or that
collection of taxes are in jeopardy.
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Commissioner Alexander

Since the Service docs not issuc Statutory Notices
of Deficicncy in these cases the taxpayers do not have
the administrative eppcal rights afforded to taxpayers
subjected to jcopardy asscessments or tax defliciencies
arising [rom normal audit procedures. This fact coupled
with the fact that the majority of the termination
asscssments are not supported by hadrd documented cevi-
dence gives rise to the distinct possibility that: (a)
irreparable harm may be suffered by some of the taxpayers;
and (b) the Service may be accuscd of assessing tax
liabilities without due process of law.

The weaknesses in the termination assessments are
illustrated by the results of full yecar follow-up exami-
nations which eoften result in substantial reductions
and refunds to the taxpayers when detailed cxaminations
are made. In other instances where the taxpayers do not
file full ycéar rcturns, quality cxaminations are often
not conducted. In these cases, the {full year liability
generally approximates the short period liability.

In order to gain more time to conduct an investiga-
tion, one district issuecs a summons to local policec for
asscts in possession of the narcotics law violator at
thie time of arrest. The local police hold the property
for up to ten days while the Service conducts an investi-
gation. A similar practice in another district was
discontinued in late 1973 after Regional Counsel rendered
an opinion that this practice was an improper usc of a
SUMmMons .

. Duc to the common characteristics of these termina-
tion asscssments, onc adversce Supreme Court decision
could affcct hundreds of cascs. For instance, if the
Suprenme Court should affirm a recent decision by the Oth
Circuit Court of Appcals requiring the issuance of a
Sta@utory Notice of Deficiency within 60 days of a termi-
nation asscssment, all termination asscssments may be
ren@c?cd invalid., The Service has received other adverse
decisions on termination asscssments in lower courts,

and has compromiscd other cascs after the taxpayers filed
suit,
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Commissioner Alcxander

Copics of the report have been transmitted to the
Assistant Commissioner (Compliance) and the Assistant
Commissioner (ACTS).

We will be pleased to discuss the report with you
if you wish,

Sincerely,
Name deleted
“—Assistant Commissioner

_({Inspection)

Attachment

60~877 O - 76 - 5
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Internal Audit Report

—
on tne
On-Line Audit cof the ifarcotics Traffickers
Proryors - Terniuatlon Ascesonents

Introduction and Scope of Audit

This report summarizes results of a special on-line
audit requested by the Commissioner. The audit objectives
were to determine whether Service policies, procedures,
and practices used in terminating the taox years of nar-
cotics subjccts are in accordance with income tax laws and
repulations and whether these policies, practices, and
procedures are applied consistently and equitably in
arriving at factually supported tax determinations.

Reviews were made in the Los Angeles and San Francisco
Districts in the VWestern Region, in the Chicago and St.
Louis Districts in the Midwest Region, and the Jacksonville
and Columbia Districts in the Southeast Region. This re-
port consolidates the findings resulting from these reviews
as well as findings resulting from other recent audits.

Surmary of Results of Review

We found that procedures end practices for terminating
tax years of narcotics law violators vary nationally from
district to district, and that as a result, tax laws and
regulations are not applied consistently and equitably to
all taxpayers. For instance, all six districts included in
the review generally set a minimum value of asscts seized
ranging from $500 to $2,000 in determining whether a case
should be considered for termination action. Also, the
employees responsible for preparing termination reports
(revenue officers, revenue agents, or special agents)
vary from district to district.

Five of the six districts rely primarily upon informa-
tion furnished by other law enforcement agencies and
informants in making terminaticn asscssments. The informa-
tion is gencrally rcceived telephonically, and is often
bascd on personal opinions, projections, conclusions or
hearsay cvidence rather than specific documented facts
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concerning the subject. In some cases other minimal
indcpendent investigations are made by the Service;
however, they are not of the sape depth as normal audit
examinations.

The sixth district, Jacksonville, issues a summons to
local police for assets in the posscssion of a narcotics
subject at the time of arrest. The police then hold the
taxpayer's property for up to ten days while the Service
conducts an investigation., A similar practice in one
district in the Southwest Repgion was discontinued in 1973
after Regional Counsel rendered an opinion that this
practice was an improper use of a summons.

Generally, all six districts terminate the tax years
of narcotics law violators on the basis that the taxpayer's
illegal narcotics involvement constitutes a 'prima facie"
case in which termination assessuments should be made (IRM
4585.3). With few exceptions, there is no other hard evi-
dence that income taxes are due or that the collection of
such taxes are in jeopardy in these cases.

Although the burden is upon the Government in proving
taxable income in these cases, the tax assessments are
gencrally based upon taxable income estimated by a variety
of methods. Due to the limited information available,
these methods are generally not effective in determining a
factually documented taxable income. For example, when the
net worth and expenditures method is used, the taxpayer's
net worth at the beginning and the end of the tax period is
generally unknown. In addition, estimated costs of living
expenses, which are often included in the net worth and
expenditure computations, are generally not supported by
facts in the case file. Other methods are usually equally
ineffective in arriving at a factually documented taxable
income duc to the lack of detailed information.

The weaknesses in the termination tax asscssments are
further illustrated by the fact that the full year follow-up
of these examination cases often results in substantial
reductions in the tax assessments and refunds to the tax-
payers. For instance, the full year examination of 24
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termination assesement cascs in the Chicapo District re-
sulted in rccormmendations that the termination tax
assessments be reduced in all 24 cases. It was
recormended that asscssments totaling $910,200 be reduced
by $772,500 to $137,700. If the casecs are settled on
this basis, the taxpayers will be due refunds totaling
approximately $136,000. Converscly, in the Los Angeles
District the review of 55 cases where the substitute for
return procedure vas usced disclosed that the substitute
returns were based primarily on the same information used
to compute the termination period income. As a result
there were 30 cases where the full year income was the
same as the termination period income. In the remaining
25 cases the inceome was more or less than the termination
period income, however, facts to support the changes were
not fully documented in the file.

Due to the common characteristics of these termination
assessments, one adverse Supreme Court decision could affect
hundreds of cases. TFor instance, if the Supreme Court should
affirm a recent decision by the 6th Circuit Court of Appeals
requiring the issuance of a Statutory Notice of Deficiency
within 60 days of a termination assessment, all termination
assessments may be rendered invalid. The Service has re-
ceived other adverse decisions on termination assessments in
lower courts, and has compromiscd other cases after the tax-
payers filed suit, :

On June 17, 1971, the President announced the Administra-
tion's expanded effort to combat drug abuse. Included in the
Presidential message was a charge to the Internal Revenue
Service to conduct systematic tax investigations of middle
and upper cchelon narcotics traffickers.

Generally, the interpretation of the Service policies
and procedurcs by the ficld has been to terminate an indi-
vidual with a history and background of illegal activities
coupled with a current arrest for narcotics violations.

The field agents of the Scrvice have been faced with a
requircment to make iimediate assessment to prevent
dissipation of the asscts seized by local authorities at the
time of avrest. Usually it becomes a race with the taxpayer
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and/or his attorney. The majority of these asscssments
arc baced primarily on the infornation {rom the arresting
officers because of the short time pressure factor. The
individuals arrested usually have liquid assects only and
remain in the custody of police less than 24 hours.

During the review, a District Director stated that
there is not sufficient time to perfect a case to the
extent that it would hold up in Court.

Appendix A summarizes the number and amounts of termi-
nation assessments made in the six districts tested and
United States totals by Region for fiscal years 1972, 1973,
and the first threc quarters of 1974.

LR Lo

¥W. C. Rankin, Jr.
Director, Internal
Audit Division



<
<

Details of Results of Review

General Procedures

We found that thé procedures and practices for
terminating tawm years vary from rezion to region and
within the regions frem district to district. As a
result, tax laws and regulations arc not applied con-
sistently to all tamxpayers. Tor example, all six
districts included in this special review generally
set a minimum value of assets scized in determining
wvhether a case should be considered for termination
action. The Columbia District requires a minimum of
$500 cash seized for a termination action while the
Jacksonville District requires $2,000 in total assets
seized. )

In Los Angeles termination assessments were made
against taxpayers who had been arrested for possession
and or salec of narcotics with cash or readily identifiable
asseTs In excess of $1,000. 1In San Francisco termination
assessments wvere made against taipayers who had been ar-
rested on charges of sale of narcotics where there is
information to show that income has been earred from that
activity and that the taxpayers had cash or readily iden-
tifiable assets of at least $1,000.

In the St. Louis and Chicago Districts generally only
those taxpayers who had at least $1,000 in their possession
at the time of the arrest were terminated.

Intcrnal Revenue Code Scction 6851; Policy Statement
P-4-89: and Internal Revenue ianual Section 4585, generally
set forth specific circumstances and/or action by taxpayers
that would jeopardize collecticn of taxes when subsequently
due, and therefere provide a basis for tax yecar termina-
tion, asscssment, and collection of taxes not otherwise due.
The specific conditions and circumstances for tax year
termination and asscssment uncder IRC Section 6851 are sum-
marized in Policy Statement P-4-89 (Approved 10-2-70) as
follows:
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"Termination of taxzable period and assessment
should e used sparingly and care should be
taken to avoid crcessive and unreasonable
assessmments.  They should be limited to
amounts which rcasonably can be expected to
equal the ultimate tax liability for the
terminated period. Fach termination of tax-
able period and assessment must receive the
personal approval of the District Director or
the bDirector of International Cperations.

"A termination of tavable period and assessment
will not be made without the existence of at
least one of the three following conditions,
unless prior approval is obtained from the
Director, Audit Division:

(1) The taxpayer is or appears to be designing
quickly to depart from the United States
or to conccal himself.

(2) The tawxpayer is or appears to be designing
quickly to place his property beyond the
reach of the Government either by removing
it from the United States, or by concealing
it, or by transferring it to other persons,
or by dissipating it.

(3) The taxpayer’'s financial solvency is or ap-
pears to be imperiled. (This does not
include cases where the taxpayer becomes
insolvent by virtue of the accrual of the
proposed assessment of tax, penalty and
interest.)"

Internal Revenue Manual Section 4585 and Scction 3(11)4
of the Techniques Handbook for In-Depth Audit Investigations,
IRM 4235, provide requirenents and specific guidelines for
tax year terminations and documentation reguired, to the
extent practicuble, for termination investigations, and
recomnendations and approval of termination actions. The
required documentation, to the extent practicable, includes:



68

(1) The name, address, and filinpg history of
the taxpayer.

(2) Tax and pcnalty to be assessed by periods.

(3) The nature of the taxpayer's business or
activity; the tawpayer's financial condi-
tion; information rcgarding the taxpayer's
activity giving risc to the termination
recommendation, such as transferring
assets without consideration or attempts
to hide asscts, etc.; information regard-
ing business losses; the nature and
location of the taxpayer's ascets and
sources of income; and the taxpayer's
record of resisting payment of taxes in
the past.

(4) Any other information regarding the
taxpayer's financial condition, prospects
for future losses, etc.

Review of recent termination recommendation reports
and case filecs in the six districts showed that the files
and reports were gencrally not documented with facts to
show specific circumstances or acts by the taxpayers that
would make collection of the taxes, when duc, ineffective.
Instead, the districts generally terminated the tax years
on the basis that the taxpayer's illegal narcotics involve-
ment constituted a "prima facie" case in which termination
assessnients should be made (114 4585.3).

However, IRM 4585.3 specifically requires that 'prima
facie" tax year terminations for taxpayers arrested on
charges of possession and/or sale of narcotics should be
suppported by documented informaticn to establish a factual
foundation to show that subscquent collection of the taxes,
not yet duc, was in jeopardy, and that the termination
actions vere within the statutory provisions of IRC Section
6851.
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Operating personnel stated that assessments must
be made irnediately in order to prevent the taxpayers
from assigning their liquid assets to attorneys or other
persons with the effcct of placing thew beyond thie reach
of the Service and that it is gencrally not possible to
ogtain specifie factual documentation in the time avail-
able.

In the Jacksonville District the revicew indicates
that the problem of irmediate assigrment of assets to
othcrs has been circumvented, at lcast temporarily by
the imrediate issuance of an IRS summons to the arresting
officers. On receipt of the summons, local police retain
possescion of the taxpayer's "property', including cash,
for 10 days. While having no lepal effeet on the ability
of a narcotics violator to assign away his liquid assets,
it has been effective in preventing the dissipation of
his assets in this manner and has allowed the examining
agent additional time for case preparation.

However, a recent review in the Oklahoma City District
showed that summonses have been uscd in that district also.
In May 1973, Regional Counscl interpreted the issuance of a
summons fox this purpose as an improper applicaticn of the
provisions of IRC Section 7602 and recommended discontinu-
ance of the practice.

Differences were noted also in the placement of
responsibility for preparation of termination cocuments.
In Los Anpeles termination reports are prepared by revenue
officers in the Offer-in-Compromise Group while in San
Francisco the reports are prepared by revenue agents in the
Narcotics Group.

In the Chicago District the special agent assigned to
the team will initially be advised of the referral and
in-turn will contact the revenue agent and revenue officer.
The revenue agent has the responsibility of preparing all
documents necessary for a valid assesswent upon approval
of the tcan leader. The special agent has the prime
responsibility for the coordination with other agencies
and the control of any criminal aspects of the case.
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In the St. Louis District any division may oripinate
the recomrendation for a termination assessment althouch
the Intelligence Division is generally the initial contact
point for the other law enforcement agencies.

In the Jacksonville District the revenue agent initi-
ates the termination action, while in the Columbia District
the special agent has primary responsibility.

In four districts in the Central Region the use of
termination assessments has been restricted because of a
recent decision by the 6th Circuit Court of Appeals requir-
ing issuance of statutory notices of deficiency. '

Instructions in the North-Atlantic Region require
that Regional Ceounsel be consulted in each casc where a
tax year termination assessment i1s being considered.

Examination Procedures - Short Year Terminations

The burden is on the Service to prove the existence of
taxable income in terminaticn actions. However, we found
that generally these assessments were based on income esti-
mated by a variety of methods which have for the most part
proven ineffective in factually determining taxable income.
The feollowing assumptions were usually necessary in the
income determinations: that income was earned during the
period terminated; that funds on hand or uscd to purchase
the drugs were from taxable sources; and that the funds
were taxable to the individual in possession of the cash
and/or narcotics.

In the Los Angeles and San Francisco Districts compu-
tations of taxable income were based primarily on informa-
tion provided by law cnforcement officers regarding the
circumstances of the arrest for sale or possession of
narcotics.

In 14 of 19 recent termination assessment cases reviewed
in Los Angeles, the net worth and expenditures method was
used in computing taxable income. In 4 of the 14 cases a
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cost of living estimate was not included in the income
computation. In the other 10 casce cost of living
estimates ransged from $400 to $1,500 per month, but
the files wore not documented with specific facts to
support the cetimates. TFor 11 of the 14 cases, the
taxpayers' marital status was mot determined. In one
case, the taxpayer was allowed a deduction for depend-
ents, but the files in the other 13 cases did not
establish vhether the tarpayers were entitled to
deductions for dependents.

The cstimated gross sales method was used to com-
pute termination incowme in the remaining five cases.
In four of the five cases the taxpayers were allowed
deductions from gross sales for the cost of narcotics
sold. In the other casc the taxpayer was not allowed
the deduction. Also, the case f{iles showed that three
of the five taxpayers were married; however, the termi-
nation income was assessed against the taxpayer only
and was not divided between the taxpayer and spouse in
accordance with community property provisions.

In 24 of 26 recent terminction assessment cases
reviewed in the San Francisco District, the net worth
and expenditures method was used in computing taxable
income. In these 24 cases, cost of living estimates
ranged from $500 to $1,500 per month. In 20 of the 24
cases, the estimates were not supported by specific
facts or information in the case file. Tor all 24
cases, the investigations included a determination of
the taxpayer's marital status. Tor the cases where
the taupaycr was married, the termination income was
divided in accordance with community property and in-
come provisions. Also, where it was determined that
the taxpayers were entitled to deductions for dependents,
those deductions were allowed.

In the remaining two cases, termination income was
computed by the estimated gross sales method. The
taxpayers were married and the income was divided in
accorvdance with community income provisions. The pro-
jected gross sales were based on specific admissions by
the taxpayer.



72

In Chicapo the net worth and cxpenditures method
was uscd in computing income in 13 of 18 recent termina-
tion asscassments revicewed., In the 13 cases, cost of
living estimates ranged from $50.00 per weck to $40.0C0
a day. DlNone of the ecstimates were supported by specific
facts in the files. '

In the other five cases the income was computed by
the estinated gross cales method.  In one of the cases,
estimated sales were based on hearsay cvidence from an
informant. In the other four cases, the assessments
were based on specific information repgarding periods of
surveillance, "controlled' purchases, and statements
from informants.

In 19 of rhe 25 recent termination assessment cases
reviewed in the Jacksonville District the computations
of income were based on 4 projection of sales over the
terminatcd period. In 10 of the 19 cases the files did
not clearly show the basis for the figures used for
estimated weckly sales. In most instances, the tax lia-
bility determined was closely related to the assets
seized. In this regard, the Croup Manager explained
that in determining the amount to be assessed, the
amount expected to be realized from proceeds of the
seizure and sale of taxpayer's assets is taken into con-
sideration; that making a large asscssment based on
information from informants or police cstimates would
probably leave the Scrvice in an indefensible position
in Court if the Service could not show that the taxpayer
had asscts to support the income estimates.

The income in the other six cases was computed on
either the cost of drugs or cost of habit method and the
support was considered adequate.

In the St. Louis District tamable income was computed
by the cstimated gross sales method in two of threce termi-
nation asscssmenis revicwed., The incowe computations were
not supported by documented facts in the case file. The
incomwe comrputation in the third case was basced on a
specific income item. In all three cases information that
the taxzpayers were marriced was not used, and in two cases
information that the taxpaycers had dependents was not used.



-1

'K

The computations of income in the cipght cases revicwed in
the Columbia District were based on a projection of estimated
sales over the terninated period. Powever, in two of the
eight cases, the case files either did not clecarly show the
basis for the cstimated weekly sales {ipures that were used or
the file did not clearly chow that the length of time the tax-
payer had been celling narcotics had been established.

A recent on-lire audit report showed that in six of the
ten most recent termination cases in the Austin District, the
files did not contain substantiation for onec or more state-
ments made by narcotics cuperts which were used in computing
taxable income. 1In one case the file did not substantiate the
sales volumnec of 50 kilos per week or the cost price of $80 per
kilo. 1In another case, the file did not substantiate the
source or basis of the cost price of seized heroin, nor did
the casc file include substantiation for estimated living ex-
penses of $13 per day.

Another recent review in Atlanta showed that the case
files id not contain prescribed support for the basis used
in estimating receipts from sales of narcotics in 24 of the
29 cascs tested. Mo information was shown regarding the
length of time tampaver was in the narcotics business and no
support was shown for the basis uged in estimating gross
sales cxcept that the estimates were those of a narcotics
expert. In five of the cases the assessments were supported
by documented facts.

Exemination Procedures -~ Full Yeer Tax Returns

Full year tax returns of narcotics violators previously
terminated are subject to an audit examination whether the
taxpayer has voluntarily filed a return or not. If the tax-
payer has not filed a full year return, substitute for
return procedures are followed.

In the Los Angeles District 61 full year 1972 exeminations
(63 terminations) were reviewed. Tn six cases wvhere the tax-
paycrs had filed full year tax returns, the examinations were
of adequate scope ond depth. In five cases, the cxaminations
resulted in significant reductions to the short period tax
liability while the sixth case resulted in no change to the
short period liability.
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In the remaining 55 caces substitute for return
procedurcs werce usred. Ve found that in-depth examination
proccdurcs were not employed to include: (a) attempts to
contact taxpaycrs or other third parties who would have
knowledge of the tampayers' income producing activities,
(L) specific steps to identifly changes during the year in
the tempaycers' net worth by reviewing bank accounts, (c)
attempte to identifv ascets acquired or sold, and (d)
attompts to dete 2 the taxpayers' style of living. The
examinations priwarily relied upon information developed
by the termination investipation. The full ycar income
computations were the sare as the termination period
income computation in 27 cases and were the same as the
termination period income adjusted for annualization of
the estimated cost of living rate in three cascs. In the
other 25 cases the full ycar income computations were more
or less than the termination period income; hovever, facts
to support the changes in income were not fully documented
in the case file. ineteen of the 30 examinations where
the full year income was the same as the termination
period income involved caces where termination period in-
come computations were not supported by specific facts.

In San Francisco 12 full year 1972 examinations were
reviewed. In four cases, the taxpayers had filed
full year returns and in the other eight, substitute for
return procedures were used. We found that in-depth exam-
ination procedurcs, to the cxtent practical, were used in
all 12 cascs.

The full year exomination of 24 termination assess-
ment cases revicwed in the Chicago District resulted in
recornendations for reductions in the termination tex in
all 24 cases. Tt was recommended that assessments
totaling $910,200 be reduced by $772,500 to $137,700. If
the cases are scttled on this basis, the taxpayers will
be due refunds totaling approximately $136,000.

In the St. Louis District four full year cxaminations
had been closed with recommended assessments of $§19,727.46.
Termination asscssments for these cases originally totalled
$83,190.15. Thercefore, full ycar exominations resulted in
reductions totaling $63,462.09.
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The full year cxemination of 29 termination assessment
cases revicved in the Jacksonville Dictrict resulted in
termination asscusments totaling $668,250 being reduced by
$329,406 to $338,844. 1Most of this difference was attribut-
able to seven cases.

In Columbia the full year examination of 12 cases
resulted in recomnendations to reduce termination tax assess-
ments from $G34,253 to $28,701.

Contested Cases

Reviews were conducted in the San Trancisco, Los Angeles,
and Jacksonville Districts to determine the Scrvice's exper-
ience in defending termination asscssment cases in court, with
particular emphasis on rcasons for the Sexvice having lost any
contested cases. :

Reviews of the Regional Counsel General Litigation files
for Los Angeles and San Francisco District cases disclosed
that there have been six contested narcotics cases since
June 20, 1972. Two cases vere in the Los Angeles District
and four cascs were in the San Francisco District. Five of
these cases were reviewed to determine why the taxpayers had
initiated litigation to enjoin the Service from assessment or
collection actions. In these cases Regional Counsel identified
potential weaknesses in the Service's position as follows: (1)
termination inceme and tax computation were not fully supported
by specific facts (3 cases); (2) tawvpayer had not received a
Statutory lotice of Deficiency for the termination assessment
(1 casc); and (3) collecticen action had been initiated before
the taxpayer could have received the termination letter (1
case).

In two cascs the complaints were dismissed by the tax-
payers based on the Scrvice's agrecewent to compromise the
liability. In the third case the tawpayer's sult was dis-
missed on the basis that the Court lacked jurisdiction to
enjoin the assesswent and collcetion of Federal taxes. In
the fourth case the judge continucd the casce in open status
with proceedings suspenced, pending scttlement of appeals on
similar cascs involving issuances of Statutory Notices of
Deficicney for tax yeavr terninctions. The fifth casc was -
closed when the full year examination shifted substantially
all of the termination income to prior tax year.
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Reviews of 11 contested cases in the Jacksonville District
discloscd that the Govervment's position had been upheld in
seven cases, the Governuent had lost one case in District
Court, and three cascs were still pending in District Court. In
the casc the Governiment lost, Chicf Counscl recoimmended that the
Goverment appeal the decision. In this case, the Government
vas enjoined from collection of the assessment and was ordered
to return the rmoneys sciwced. The taupayer had alleged that the
District Dircctor's findings were made without sufficient in-
vestigation to support his conclusions and without any true
facts to reasonablv support the issuance of the termination
letter; that the District Director had not igssued a notice of
deficiency; and that the termination was made at the request of
the local law enforcement officials to haracs, annoy, and punish
the taupayer and was not done in order to protcct the revenue
and collect a tax that scemed to be in jcoparcy. The taxpayer
further alleged that unless the District Director was restrained,
the taxpayer would be irrcparably injured, inconvenicnced, and
damaged and his property would be taken from him in violation of
due process and equal protection clauses of the Constitution of
the United States.

In addition, the St. Louis District forwarded scven termina-
tion files to Repional Counsel in Jonuvary 1974 requesting advisory
opinions as to whether the casges would be upheld in Court if the
taxpayer protested the assessments. The responses from Regional
Counscl showed that five of the cascs werce weak from the stand-
point of litigation and indicated little probability of success
should the cases go to trial.

In the Central Region a decision by the 6th Circuit Court
of Appeals on February 12, 1974, (Charles R. Rambo v. United
States, ct, al.) held that notices of deficicncey must be
issued within (0 days after making termination assecssments
under Section 6851. However, the Service position is that such
notices are not required until a full year recturn has been
filed. Due to the Rembo decision, Regional Counsel suggested
that termination asscssments be restricted and that jeopardy
assessments under Scction 68561 be used when possible. Regional
Counscl also surpested that when termination asscssments are
made that preperty be protected by filing a notice of lien or
notice of levy in order to frceze the funds or property rather
than to seize and sell.
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SUMMARY OF TERMINATION ASSESSMENTS

Number of Termination

Agsessments
Fiscal Year

. Total Dollars Assessed

Fiscal Year

APPENDIX-A

Average Dollar Amount
of Assessment
Fiscal Year

9 Mos.

9 Mos. 9 Mos.
1972 1973 1974 1972 1973 1974 1972 1973 1974

Six Test Districts
Columbia 6 29 17 $ 24,563 $‘ 240,479 § 75,385 $ 4,093 $§ 8,292 $ 4,434
Jacksonville 9 128 100 166,562 2,842,626 1,356,985 18,506 22,208 13,569
Chicago 28 116 91 584,526 3,997,378 13,928,487 20,875 34,460 153,060
St. Louis 3 24 16 11,730 807,275 218,953 3,910 33,636 13,684
Los Angeles 72 273 188 | 5,119,267 9,564,026 6,343,312 71,100 35,033 33,741
San Francisco 37 109 115 2,251,063 1,053,864 902,913 60,839 9,668 7,851

*
Regional Totals

North Atlantic 110 179 48 $6,626,955 $9,498,634 § 1,129,044 $60,245 $53,064 $23,521
Mid-Atlantic 44 106 47 1,380,959 3,331,251 755,427 31,385 31,426 16,072
Southeast 76 283 207 1,424,068 4,750,542 2,247,444 18,737 16,786 10,857
Central 43 161 114 2,458,891 2,124,753 1,561,355 57,183 13,197 13,696
Midvest 59 205 174 1,423,068 6,723,714 15,746,075 24,119 32,798 90,494
Southwest 65 308 184 1,125,315 4,983,487 4,991,736 17,312 16,180 27,129
Western 145 538 375 8,054,995 15,480,964 8,543,360 55,551 28,775 22,782

United States Total
542 1,780 1,149 $41,501 $26,344 $30,439

$22,494,000 $46,893,000 $34,974,441
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EXHIBIT 9
AP .
ST LS 173
ok uci, Awiit Divioion
Ciaieayo, Iilinois
Chief, Intellizence Division X:102
Cilereo, 1llinois
Yoguest for Servicea of Accouating Clork deleted

1ece1tly attended a public :ecbing of the T3lineis Tox Debellion
mitiee in an undercover capacity. This orzanizetion advocates non
cpliance with the L35 lmwg, and wo have therefcie begua to nonitor
ix wotings end other related vctiviiies. Uz hove found that the
e

~anization iz very sucpicious of IS porsconel attending these
whlic meeti ers, and we belleve that if o Jemale were to :‘.cco-:zpauy
e speciel cgent less attentlon would be drawvn to hibm, thercdy
rmroving his cover. (he Intelligence Division in Lns Angeles,
*’_.Lor'ua, vhich guccessiully infiltrated this orgunization in
Calilornia, compented that they weuld have teen vrable to do this
without the use of fo=le porsonuel.

fecounting Clerk deleted ag cosisted the Intelligence
Iivisien in o vamedy of clerieal assignents in the mst, and ve
believe {hat cho tould bte on oxesllent sclection to cecompany the
cpecisl azent in the citendance of these reeilinga. he use indicated
10 us informally toet che would Le available o ossist in 4his
essigmoent, and we recuest your opproval.

: Name deleted
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oporative ebtainnd dnfornation throunh privete diccy
St Lax o protestor baiag tried and ey of hin asses
i

EXHIBIT 10

Excerpgtfrom a }974 IRS Internal Amdit Report

B

fctivities ¢f a latiomad Office Undercover Operative an:d the
Tricl of & lar rrotestor :

This situation involved actions of a Hatinpal €

Opeovati S te sccure inforantion relative to thn tas

tie

in thn Los Aneeles arca.  Tho onerative
2oy

it o iy
T AT W

L i
position of authority with the

nt {proparer unknown), sccuced by lnte*nn} fuait at
natienal (Cffice, Intn)ligenze Divisien, reporicd on L
of the wndarcover opevalivo while in the Lus /nqglcs
docus.ont notes tihat, “Sermetite in the latter sari ¢f

A ancumng

MDA,

to the criminaY T{tigation on [the tax protosterd.

ussions, the eperative doterwinnd that LL'“
fan o bafu s dafense upcn the ssus of uni
sracative obtatnad o copy o) the bricd propared
1hd|;iduals. foruse <0 a motion to disaiss ane
Tiha fav rprotoster's] indictment and nr"nrdircly the l"'h‘l'
Division was aiio to rotily the ULS. Atuarany and alsn oo a
retoarch i order for Lkn U.s. At Lorno/ tu ACONETLY ans
rotinn, The motion was finally filed in January 1u/4, while the
Invcll1unncc Divisioen had inTormation available tn it cevaral
meaths before the actual filing date.”

e
(418} 15

Tae docurman
nis contac
of the {0l
gaticn Ly

t also noted <hat, "The undercever operative has '1~ﬁ"
S owith statements relating to intent and fuivre defme
cwrng 7d‘V7uuu]S ru"rxw.Ty or previously undar 1n\c:ti~
ne intelligence NDivicton {the doch- ¢ lists the abewe

t
!
{
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e af e
“the operati
gvo thres sadiwiaus
nat bricf. Qur rovicw of b
s relative to tha tax pretes

along w
above,



EXHIBIT 11

Mpril 1o, 1975 LISt AVR fou

Deleted .
58yt
fLoen
3z oo, 8,
Los /".i!-j..‘]f.'

Ueor

i wrleting to Foituee 1o Mle

/{L' L'*L tormnte 100 68T 7nulY dnve \u(-' vien
{ : LRSS, Intei Heones Livision. :

figuice reilovsd : throuoin & cnatyods of tne o/

invezucories (Toirs L34) ead (nes focumnts myinaineg Ly JRREN IE BEITTV

Jivicich irom I ; investiguuiens,

DIYOOr Ly

nm; aave culuine v o presecucion, to e
S0 tarouoh 1273 Lax you e felleving is o swtinnary ol the anslvsis:
5 Y B A
Total Failure o Filz Invostioos R e

fax Pretociorps Tnwestinatad sor Vol
Pareant: of fziture 7o rxlv Thver
Invoiving Tax Vot .
Total Falee Withngloing SL SR OVORY 7
Tax Protastars Imrs‘vnatcu for Talse Wibivuiving
SLalamants (7205) vt i i et e e e, 28
Percentace of False Witaholding Svatewants Inwvostioiions
Involving Tax Protosriiis ittt iineeieeinnans

G Tves

. 100%

Tne woik papers reflecting the dotails of the above sumiiy are atiazhod,

Sinceraly,

Name, deleted

TGruL) TONaCE R, ot 15
In colhgu: 1ce Division

Attachimnts



YEAR AR BN
197273 1971 $ 70,99
1972 1,3%44.05

1971~72 (Onc count 1971 1935.39

ety 1972 691,59

197% (Gac ceount 1971 0§ 920,23
..[1)

CAST YEAR TAL DUE GROSS. MICCME
1970 $ 523,72 & §,477.55
1971 577,97 9,3.30.00
1972 187.19 9,765.21
1970 523,73 7RG
1971 5%7.0 o0
1072 187.2 o1
1972 632.0 o

1972 36°
1973 3,0

1972 960,76 9,676.00
1973 1,40:8.60 $.60L.00

1973 9c0.22

1971 70,90
1072 3,345,005
1971 1

1972 851,
1970 6,725.39 47,328,056
1971 3,012,37 7), 335,14
1970 . 2 ) »92

1071 75.00  16.073.17

1270 1,087.54 7
1971 1,708,465 62,
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YTAR

1970

1270
1971
1970
1970
1970
1971
1972
1976
1270
1971
1972

1970
1571

1970
1971

1971

1970
1971

1970
1971

1670
1971

1971
1972

34

16,012.00¢

413,40

Jiot Cowmpnitnd
t Y

i
4t 13

i

Hot Computad

964 .63
2,362.9
1,473.67

1,173.00
242,00

3,007.18

16,61.7.96
9.237.04

119.00
707.82

1,013.85
6L7.34

17,026,207

12,028.15
19,265, 74
15,124,068
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AND 7205, FOR T

CASE

1972 (0xn count W-4) 1971 ¢ 513.00

(iwo coants W-4iD)

1972 1971 3,128,453
1972 1971 1,583.85
1872 1971 1,989,064
1972 1971 Z,871.01
A 1073 1,700,060
LS 7% 1271 1,706.00
1872 1971 1,672.00
1272 1971 521.85
1972-73 1971 1,678.00
1972 Lo record

1972-73 197 517.02
1872 187.19

1972-73 1971 577.52
1972 187.,1¢

1272-73 1071 394,35
1972 633.9%

1973 19072 365.04

1=
2
-~
t
~:
(%)

1072 56028
1073 1,hh0.00

1971 ( 78.52)



District

Augusta
Portsmouth
Burlington
Boston
Providence
Hartfond
Brooklyn
Manhattan
Albany
Buffalo
Newarl
Philodedihda
Pittsburgh
Cincinunati
Clevelind
Indidnaypolis
Chicugn
Spiin.fivld
Detvelt
Milwag
Des 11n
Wichita
Wil
Bajtirerc
Rictrens
Parverciuee,
Greensboro
Coluuhia
Atlanta
Jacksonville
Lovisville
Rashville
Birmingham
Little Rock

" New Orleans

Oklahcma City
Austin
Dallas
Denver
Albuquerque
Phoenix
Reno

Portland

San Francisco
Los Angeles

TOTAL

86

EXHIBIT 12

IGRU DATA

Number of Entities
(Names)
1-15-75

955
961
574
1421
3511
298
8561
8918
1684
278
6720
6218
3773
14996
29431
4403
89417
5907
33489
6626
2680
4539
225
872
460
1404
1072
26
2867
17224
4788
552
3414
1420
1298
6654
8868
4607
33921
3768
8944
18118

Intelligence Division
Investigations Initiated
7-1-73 thru 12-31-74

RV S
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~
[ RV RN RN
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|

w
w
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Auvgust 24, 1971

District Dircctors
10 M{dwest Region
ATTENTION: Chief, Intelligence Division

from ARC-Intelligence
Midwest Region

i R A AL o A IR AT O P B NS N IR ALK i TS TGRSR ¥ S I EFT AT Y

sulyect Operation Mercury

Transmitted herewith for your information and utilization are detailed
listings with respect to the captioned subject. I also am forwarding
to you a copy of a letter dated August 11, 1971, received from Acting
Director, Intelligence, regarding the listings.

Name deleted

Attachment

INTPL

s - 53
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to: Regional Commissioner, Midwest Region o
Attn: ARC-Intelligence G 11

from: Intclligence Division
Washington, D. C. CP:I:P

subject: Operation Mercury

As you will recall, the National Office requested each region to
make arrangements for iranscribing six rolls of microfilm which con-
tained information relative to the transmission of money orders, in
excess of $1000, during the year 1966. This phase of the operation
was completed and punch cards were prepared from the transcription
sheets.

The enclesed listings were processed. The information is arranged
by state, and payee names are in alpha order by city. The data
clements are: payee, to city, state, sender or purchaser, from city,
state, amcunt, date, and reel number.

Tha source of this information is confidential. Tho_ documents

were made” aVallﬂﬁle’Io"ﬁJ_wlﬁf—tho undérstaniing Uhat beforo We used

thom for 1nvogL1pa11ve purposes Western Urion would be served with a
““Summons,” in ‘usual form, describing the “documents neoded. | This pro-
cedure must, be folloved and is reforenced in Hxndbook ooctlon 233,9.
We are mailing the microfilm for the Yyear 1966 to the Chiof at St. Paul,

Minnesota.

Wo realize that the statute for the year 1966 will zoon expiro and
~ that the tax year is closed for civil purposes. Therefore, the Chiefs
should mako overy effort to utilize this informalion in such .a fashion
as to achieve maximum benefits. We suggest that this information be
matched against open case files, and those namos showing uubstantial
acbiv1ty ahould be matched against background files.

The strike force represcntatives should be alorted to_the fact
that this_information i8_availablg iy, tha disiricta.

t ‘ Deleted
Acting Dirocto:-

Attachmenta
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EXHIBIT 14

November 5, 1970

Al}) District Direcrors 900
Southeast Regioun

ARC (Intelligence) I
Southeast Begional Office

Operation Bird Dog

Attached is a copy of a memorandum to the Director, Intelligence
Division, dated this date, which is gelf-explanatory.

The list of expensive automobiles from your state observed in
Atlanta during the recent prize fight is also attached for your
use as leads to possible f{ncome tax violatiouns.

Deleted

"Acting
Attachwents

DD-Atlanta
DD-Birmingham
#¢siumbia
DD-Greensboro
DD-Jackson
DD-Jacksouville
DD-Nashville
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November 5, 1970

Director, Yntelligence Division CB:I1
Rational ¢ffice

ARC (Intelligence) 1
Scutheast Regional Office

Operation Bird Dog

The Roaring 20's returned to Atlanta, Georgia, on October 24-28,
1970. People came in sleck limousines, custowized automobiles,
mink and flamboyant dress for the Muhammad Ali-Jerry Quary fight
on Monday right, October 26. The styles of the 20's prevalled
with males challenging the females for the extreme in dress and
the brillisnce of colors, wearing wide brimwed hats, double~
breasted jackets, two-pieca suits with coats to the knees and
some with full length mink coats.

After obseriving expensive custom bullt auntcumobiles at the Regency
Byatt House, Atlanta's swankiest hotel, arrangements were made
for the Atlanta District to conduct some old-fashioned bird
dogging; that 1s, the taking of licease nuwbers of thc nost expen-
sive looking automobiles. The agents reported that the wearing
apparel and the automoblles were f{sutastic vith many of the
automobiles in the $20,000 to $25,000 cost range.

Attached are lists by states (other than Scutheast Region) of
the more expensive automobiles, with their respective licemse
nombers, that were in Atlanta for this occasfon. The list was
compiled from automobiles observed at the better hotels and
motels where fight fans were lodging ard in and arvound the
Municipal Auditorium, the site of the fight.

Also attached are seven copies each of three newspaper articles
relative to a robbery of after-fight partygoers. Writien lavita-
tions were sent out to a large number of persons for the after~
fight party at the howe of Name deleted & local
racketeer vho has been engaged in the numbers racket. Jt ia
reported that guests were robbed of from $100,000 to $200,000

in curreacy, jewelry and clothing. It should be noted; however,
that only the following six of the victims were willing to give
their names and f£ile complaints with the Atlanta Police Department:
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Director, Intelligence Division CP:1I

Name deleted

[New York City, K.Y,

Name deleted
New York City, N.Y,

Name deleted
"New York City Detective

He said he lost $485 in cash, a $175 watch, a
$5,600 solitary diamond ring and his police
badge, number 3595.

Name deleted
“Atlanta, Geoxzia
They lost about $1,000 in cash and jewelry.

Name deleted
Cleveland, Ohio
Hs said he lost $3,250 in cash and jewelry.

Name deleted
Atlasnta, Georgla
He was stripped of $348.

The police reported that several of the pation's top racketeers
were among the victims of the holdup and that it was felt that
these racketeers would be out searching for the robbers also.

This information is being furnished you for possible distribution
to the other regions, or whatever disposition you deem appropriate.

Name deleted

Acting

Attachments

JEM/c}
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s Qo
10! Regional Commissioner, Midwest Region 11 NOV o
Attention: ARC-Intelligence

from: Director, Intelligence Division
Washington, D. C. CpP:I:0

subject: Bj radogging Operation

Involving: Muhammad Ali-Jerry Quarry Fight

Atlached is a copy of a menorandum dated November 5, 1970, from

Deleted, feting, ARC-T, Soulheast Region, together with the

nevaaper clippings and lists of aulomobile license numberc referred
to therein.

This information is forwarded for such action you deem appro-
priate.

Please advise us what dispssition was m
resulls obtained irom any investigailon.

NS

’ R. K. Lund

W

Attachments

!
NGV 23 1970
77 CINTELS v
- / e HNHELLIGENCE Division
o S RS- ST. LOUIS, 11, .
. /

i 2 P
L ;i
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FQRW 1837-A (4-59) (CARDON ATTACHED VERSION QF FORM 'R37)

November 8, 1971

Regional Commissicner, Midwest Reglon
Attention: ARC-Intelligence

Chief, Intellirence Division
St. Louis District

Coeration Bird Dog
Involving: NUHAMMAD ALYL - JEXRY QUARRY Fight
FINAL REPORT

Referencg 15 rads to your memoranium dated Noverber 17, 1970 rith

attrelnent of rouorandea daved jovesber 5, 1970 of the Dirccter,

Intcllinency Div , Lo wiich was sitached a shect Jisting five
nutbers noted on expensive automobiles at the

Ligcouri Jicenee
ALT-DUARRY in Atlanta, Georgia on October 26, 1670.

Inquiry reparding the identity of the individunls that weore cited
in vy Statvs Keport of lorch 5,
el their 1963 and 1669 incon
v what Lhe |
heir trinn ko A
vere guch that thei rore likely o be of & busiucss
raither than of a pargonsl naturs.

The rcbursa of these individunls, with the excepticon of

Deleted have bews rotwened to Uhe Liduest Service
Center. 1t iz belicved that the o gt raburns of a. Deleted
a prefessionad varecbler, varrent forimarding to the Awdit D3 ion
for rossibly examinaticn in that their inspeetien dndicated ined-
cquate taxible incone.

Name deleted

Nistributien:
Orig. & L cc: A
1ee: &

o =

60-877 O -76 -7
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EXHIBIT 15

FORM 1937-A [4.59) (CARBON ATTACHMED VERSION OF FCRM 1837)

DPFR ATToNn BTRPPOG

Octobar 1, 171  DIR:STL:I-3 - TW:em
Springficid Felice Department
Springfiold, Missouri 65504
To
Springficid, Mdssouri 65804
Tn conncetion with an official investisotion, it Je reovested

that you check your records . to deterieing if tho ebove-nawmed
individuwil has had any crreste by your dopavtoent.

A self-addreszed envelops requiring no postese 19 enclosed
for your convenicoce,

Thank yeu for your coopovablon.

Name deleted

Special foont



Cetober 11, 1971

ci the

cri

_ Name dele

R
v ol
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TRS OPeRATION

BIRD LG Police Headquorters

321 Eost Chestnut Expres sway
Springtield, Missouri 65802
Phone 862-3551
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EXHIBIT 16

Examples of Bi-Weekly Reports of Spec:.al Service Staff

lres v 1, AL

iotant Corduslioner (Cowjdiance)

Teuld i, Vrdeht -

Dicetdy l"zmrt ~ leveiar 15-28, 1009

~nloatiens and Individnala

Three Organizations

of files en theed crgendeciicais in vecord-
Lnee .,L»h rrocwl ”C"::].L.,;.l in Lho Finet CGrgwdication
Dranch, va..ﬂ‘lCI‘l, (0-P, Fove 13, 1967), Uiler ihis yro-
colure, tha cormibtoe i3 1_,1v-.n an orrertunity Lo see all ojan
Tochileal ¢nso f£iles postaining to avtivist orprunivaticns,
This ponnits enbieally cdwintarcons Initdad inferaiica

; vt oorg: m"\t,“\n cLions aro pooding
on cuy entily vlicre conrdtioo Iile2 2 bas beon aceundeted,

Three Organizations

Deleted

T roush meson cstabliched with United Stobtes Adr Torco
Tobolligence the ca it tbeoe hus roceived Infermvition thot thoss
crgunizaticns aro collciting funds to holp diaft exiles in
ard Sucden, I"\L*:v'(s 2ra badrg recuzsied to glve Thned (L
aned Lo drnft ovaders alrendy dn these countrios and b_,
Lulletding Leing distribialal dn quantily en college eaxspuses in
the United Stu tws, students are bedng encomtnged to Lzcoas
draft evadors,.




: - o T - I A . e
Aoodotony CooldnLte e Dot 1, 00

(CON]‘& ne ‘)

A black militant organization and leader deleted

cusoions woro held vith r\i'L"'M’ﬂ'J ol

“saeisen Plulrict velndhive I v3oen
. ol o ooutlinad dn &0 Cnnibu-:: recorr o=
tions off Celcar 20, 15(% L

Names of a husband and wife deleted

Coiles of soncilive coou rsrorts lava boon recolvaed

"“’lc\\tin,g Avddt @l Collacticn Divicions actiens avo vrrler-
vy Lo wifech an onlovly ddcpesitien Of Lho enbobaddng
deflcioney fn fadeial laxes ced Ly the'  [deleted by SSCI]




et
FIRUMPH

(Gew

11,

liancy)
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Loccnber 1, 207

» Oy

Three Organizations deleted

Fezlindnary rovios has Leonocds
smlabod 4o dato, G tha Lvurfacs o
LLon chenld be elesedy ey
o 1l dnfermtion will Lo neesssary Lefors rivernenda-
tlons ¢in bo redo, R Co

-
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Lusienar Moot 1, 1809

1L, Ghbow Asbions

T ronzonse Lo youwe cvemartden to Lot
St ponellily of a co;;utf_\r frenT.i uo (SR
Sifcrenatlon oo thess Lwdividends end ol
thot cra of Intoreut to Corpd
to offlceg of tho U, 5, Susunbs &
riny of Jnatice, )i ch of thor 3 reencle
cerputer pregren and a cactor thpo Iilo th:‘b 1o coa-
1‘..,:'.‘010 with the coaputora of Inbormil Dovenuo,
Actien lo presently Lairg tekon to havs a proscon
vierliben for wso by Ce..xplb,ma urd Lo L:CL'_-‘O tho
rastor tard filey of {he Us 3, Socxcd So
T‘q»“ sonb of Jusblco thob Wil neive bo establish
a brale £13o for Inteimald Novanwo Cooevicea

ST oke) ,',
nee, Vi

District oflics inferrutien 4n nes Lolng rocaived

ca tho 1igy of 22 croanlintiens eutliuad in youe
x;..‘ srandin of 10/8/69 to £l I Dleslonera,

ata Lalng rasuived $9 In o podva detedl @Al An
‘;,u‘ly cvary dnctanca e lditlerl cvgenisation namss
ary Lodng sulolbbed ag bolrg e slecwnt 4o this:
comnltboala open: wicx"J. ;33 apheno discusoions with
Dlotrleb ofiiclals vafiraugs ﬂo et of organizabions
arzl to these cases elresdy Anftiated Ly thos eormdtten
1‘0.’0:1 that fio0ld offlces avo vory plezaad thia.
cazitben 1o in exiuwnco.

Thore arpacrs to b2 hish asclaln Lind Lho charter
of tule cormittcn w.L‘ll lead Lo cnforeriont cctlona
necded Lo heldp conbiol e I Lllcm thieant Yo tho
Juternnl .)-uritj of this couniyys Chvlously w2 il
vecolve excellernt £l21d cooporatden end ccudstanco
now that our ridgsion 4s vuderstond, o

~Toudl M, Tvignt

Plbirightiern  12-1-69
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Voverhar 2, 1440

fusistant Co:m.guioner (Complianca)

Poul . Vright
Bi-teekly Keport (O¢t. 19-30, 1970)

I. Orpanizations and Individuals

Black Militant Organization deleted

During this reporting pericd a wember of the
Speeionl Scivice Croup viclied the office of the Chicef
Investigator of the llouse Tnrernal Sacurity Committce
to incpcet  deleted rccords. The conmittee had
subpoened various bank rececowxds in the San Francisco
arca., Arrangenments have been made fo repreduce cer-
tain parts of the rccords and we will forvard them
to the San Franelsco District for assistonce to the
revenue agent and special acent ascipnad Lo the

ond cases., .

Two Organizations deleted

Ve have obtainad additlonal infoimation on
both these organlzations since we initlated field
Q“umlnatlons.

The revenue agent (Vashington Field Office)
handling the examinations vas contacted and he has
revieved, at our suggestion, the voluminous informa-
tion now in our files. lle states our additieonal
file data will mgtcrihlly assist hiim In LoLn thcae
CLCHLHGLLOUS

N

»



101

Organization deleted

Linlco
L Ly ‘
reviaro i
ruy be varscneed,, 1hotoes]
filed Ly LClLﬁin
lCViCLCd

Loon woccived o

R 4 Vre e
L0 Cili2 L0 oCCuaniin

oo R . s o
.
ot 2 vith the Los
ﬁn;hlcs rnd er)Ult DlCZl ¢is 1o aseict in elosing
theoe cares plcVﬁCdulj inttioted by the $pecial Service
Croup. i ' '

. Leftist Individual

A thoveugh file
vore vieble o dctcnﬁh
Internal Ievenue lavs

11, Other Oyocalranions

o Individuel cace
d as hoving no

111! 0Lt ferions

Two Individuals and One Organization deleted

Petrodt Disirict hoas
stoting they have reviene .
PR Lud {o Lhru in cur proposal for poc 'blc AUJ,t

- ectlon, tut have cor weluded that cnfolcc. : tion vwill
Lv&‘ hot result in edditional tex lcbility of 'unteriel
, . cowplicnce consequence.' This is one of the very fow

a oo -nrmd\:m

cub~

o
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denlinaticns o have veceived on Speecial Seivice Group
cases,

Ve are nut questionirg the Dlstelcet decision or its

right to nnhe the deels ;lon, os our vaferral lotiors
(zce cony attachad) leave broad option. llbuaver, the
information available indicates the individuenls in-
volved nay be under-veporfing thein incore and they
are notorlous campus. and enti-dvaft activists having
arrest records under anti-riot laws, They are the
principal officers In the . geleted
an offcheot of the Students for Ramocratic Socinty,
ond have beon 1dentified as menmbers of certain Cestunlst
frout organizations.

This mnactexr 1s cited in this yeport only Lor the
purpose of suggesting that while revenue IO;LJLjnl night
not be large in scie cas s0a, thore arve Instonces vher

\ enxurccmcnt against flagiont low violators 1Du1d have
soma salutary cffcet in this over-all battle agalnst
persons Lent on destruction of this goverinont.

(S&mad)ﬁeu}ﬂ.}?ﬁrht

Peul H, Uright

Attachment  (our standard letter to Audit or Collection)

PilWright:crn 11-2-70
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EXHIBIT 17

FEDERAL AGENCY REQUESTS FOR TAX INFORMATION

CY 74

Inccme Tax Information Requested by Federal Agencies
Which was Authorized Under 26 CFR 301.6103(a)-1

No. of No. of 'No. of
Federal Agency T Requests Taxpayers Returns
Department of Agriculture -4 14 . 48
Bureau of Alcohol, Tobacco ) 1 2 : 2
and Firearms : : :
Department of Commerce _-iﬂ 2 o T 13
Comptroller of the ‘ , n:_l ‘L 2 2
Currency : S R
U. S. Customs Service 1 . 3 12
Federal Deposit Insurance T2 4 16
Corporation o ' BRI .
‘Federal Home Loan Bank Board Ty T gt 178
: Comptroller General (GAO) - '*;tjay ;Arl;EOG?W
- Interstate Commerce SRR 45
- Commission - T e v m e
Department of Justlce : o .. 384 . - 3,228 10,446
(other than U.S. Attorneys) ' » ST
Unlted States Attorneys 1;594 4,448 - 18,052'
Department of Labor o S 2 6
Securities and Exchange .19 95 - 389
Commission .
Renegotiation Board o 1. a1 21
TOTALS ' 2,020 9,291 30,646

* Returns of 710 taxpayers were not furnished but selected

information was extracted from the returns by IRS and

furnished to GAO.
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