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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MARYLAND

UNITED STATES OF AMERICA,)
Plaintift,
Case No.: WMN 05 CV 1297

V.

JOHN BAPTIST KOTMAIR, et al.,

R I T e N

Defendants,

Declaration of Revenue Agent Joan Rowe in Support of the United States’” Motion for
' Summary Judgment

1. Tam a duly commissioned Revenue Agent with the Internal Revenue Service (IRS),
where I have worked for 23 vears.

2. Except where noted to the contrary, I have personal knowledge of the matters set forth
in this Declaration, and, if called upon to testify to such matters, could do so competently.

3. As part of my duties, | haf;e been assigned to determine if civil penalties should be
assessed against John B. Kotmair, Jr., (Kotmair) a Maryland resident, and Save-a-Patriot
Fellowship (SAPF), under 26 U.5.C. §§ 6700 or 6701 for promoting a tax-fraud scheme, and
whether Kotmair and SAPF should be enjoined from promoting this tax scheme under 26 U.S.C.
§§ 7402 and 7408.

4. T have reviewed the materials related to the preliminary investigation, which was
primarily conducted by another Revenue Agent.

5. Kotmair organized SAPF in 1984 after serving a sentence for willfully failing to file
income tax returns for 1975 and 1976, according to SAPF’s “Membership Book,” a copy of

which is attached as Exhibit 1A (pages 1-18) and Exhibit 1B (19-31).
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6. The preliminary investigation revealed that SAPF publishes false statements regarding
the income tax laws and advises SAPF customers not to report income earned while working in
the United States.

7. SAPF and Kotmair publish marketing materials falsely stating that U.S.-source
income is not taxable, U.S, citizens are not required to file income tax returns, and that
individuals can revoke their application for Social Security numbers.

8. As part of the scheme, SAPF operates as a self-described “business,” Exhibit 2,
marketing services at the websites located at Ww.save-a-patriot.org, www.taxfreedom101.com,
a copy of which is attached as Exhibit 3, and www.taxtruth4u.com, Exhibit 3A and through a
newsletter called Reasonable Action.

9. The taxtruth4u.com website promotes SAPF materials through an “Exam Certified
Independent Representative of S.AP.E.”

10. The taxfreedom101.com website also promotes SAPF products and services and lists
its address as 12 Carroll Street, Westminster, Maryland. This is the physical location of SAPF.

11. The taxfreedom101.com states that customers “Thousands of Americans have quit
Social Security, and now collect and keep 100% of their earnings!” The taxfreedom101.com
website falsely states that participation in Social Security is “voluntary,” customers can revoke
their Social Security number, and that the income tax does not apply to income earned while
working in the United States.

12. The taxfreedom101.com website further advertises services offered by SAPF,

including: (1) “power of attorney™ work, (2) challenging levies, which includes filing complaints
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against IRS employees, (3} enforcement of hardship petitions, and (4) filing bankruptcy petitions
and other court pleadings.

13. The services advertised on the taxfreedom101.com website that are provided by
SAPF are identical to those stated in the SAPF Membership Handbook.

14. At the website located at www.save-a-patriot.org, SAPF explains the services
provided to customers, and falsely states, among other things, that “Taxable income . . . is
limited to certain income that has been ‘earned’ while living and working in certain ‘foreign’
countries or territories,” and is attached as Exhibit 4.

15. The save-a-patriot.org website also falsely states that the “Form 1040 individual
income tax return is appropriate for any person acting as a fiduciary for a nonresident alien and
receiving interest and/or dividends from the stock of domestic (US) corporations on behalf of
that alien.”

16. As part of the scheme, SAPF and Kotmair advise customers through written letters
that “domestic . . . income is not taxable.” A copy of a letter advising an SAPF customer not to
report U.S.-source income on an IRA withdrawal is attached as Exhibit 3.

17. In defendants’ 1999 Reasonable Action newsletter, issue 237, SAPF falsely advises
customers that “there is no law imposing an income tax on U.S. Citizens,” which is attached as
Exhibit 6.

18. In defendants’ 1998 Reasonable Action newsletter, issue 235, SAPF falsely advises
customers that “the Code does not impose ‘income taxes” on the domestic income[] of citizens

within the States of the Union,” which is attached as Exhibit 6A.
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19. In defendants’ 1998 Reasonable Action newsletter, issue 233, SAPF states that John
B. Kotmair “encourages thousands [perhaps million] of éitizens not to file” income tax returns.
The 1990 and 1998 copies of Reasonable Act.‘ion are attached as Exhibit 6B.

20. In defendants’ 1998 Reasonable Action newsletter, issue 236, SAPF falsely states
that the term “United States™ includes only “the District of Columbia, the commonwealth of
Puerto Rico, the Virgin Islands, Guam, and American Samoa,” which is attached as Exhibit 6C.

21. In defendants’ 1999 Reasonable Action newsletter, issue 238, SAPF falsely states
that the “Internal Revenue Code does NOT apply U.S. citizens who are living and working in the
50 states,”which is attached as Exhibit 6D.

22. In defendants’ 1999 Reasonable Action newsletter, issue 239, SAPF false states the
U.S. citizens who are living and working in the 50 states are not required to have income tax
withheld, which is attached as Exhibit 6E.

23. The investigation further revealed that Kotmair and SAPF promote a tax scheme that
involves preparing documents that falsely claim SAPF customérs are not subject to the federal
income taxation, and not required to file income tax returns. SAPF customers are charged $45-
48 for each letter mailed to the IRS advancing these arguments.

24, These documents are authored by Kotmair, who claims to have knowledge of the
income tax laws, and is touted as a tax law expert, the “fiduciary” of SAPF, and the “director” of
the National Workers Rights Committee. Attached as Exhibit 7 is a full-page advertisement

placed in the March 23, 2001-edition of U.S.A. Today, stating that Kotmair is an “expert.”
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25. As part of the scheme, SAPF provides customers with ten categories of responses to
IRS inquiries enumérated in the “Outline of Anticipated Correspondence,” which is attached as
Exhibit 8.

26. As part of the scheme, SAPF mails to the IRS protest letters responding to requests
for the SAPF customer’s income tax return, when none was filed. The letters, prepared by
SAPF, falsely state that the SAPF customer is not required to file an income tax. return because
they are not “citizens of the United States living or working abroad,” a copy of which is attached
as Exhibit 9.

27. As part of the scheme, SAPF mails to the IRS written protests responding to second
notices requesting the SAPF customer’s income tax return, when none has been filed. These |
letters, prepared by SAPF, falsely state that the SAPF customer is not required to file an income
tax return because they did not “receive any foreign earned income” and, therefore, “has no
requirement to file an income tax return,” a copy of which is attached as Exhibit 10.

28. As part of the scheme, SAPF mails to the TRS written protests responding to
notification that a “Substitute for Return” was prepared under the provisions of LR.C. § 6020(b)
for the SAPF customer, a copy of which is attached as Fxhibit 11.

29. As part of the scheme, SAPF mails to the IRS written protests responding to notices
proposing the SAPF customer’s income liability when a substitute for return is prepared for the
individual. In these letters, Kotmair requests a meeting on behalf of customers; which falsely
states his customers are not required to file an income tax return because they “received no

income from sources listed in 26 CFR § 1.861-8(f),” a copy of which is attached as Exhibit 12.
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30. As part of the scheme, SAPF sends written protests to the IRS responding to Notices
of Deficiency sent to SAPF customers when a “Substitute for Return™ has been prepared under
the provisions of LR.C. § 6020(b). These letters, prepared by SAPF, falsely state that the SAPF
customers were not required to file an income tax return because they received no “Foreign
Earned Income,” a copy of which is attached as Exhibit 13.

31. Attached as Exhibit 13A is a copy of a typical notice of Deficiency sent to an SAPF
customer. The reference in the Notice of Deficiency to LR.C. § 6651(f) penalties for 1997
through 2002 indicates that this customer has not filed an income tax return for these years. The
reference to IL.R.C. § 6654 penalties indicates that this individual did not make sufficient
quarterly tax payments for 1998 through 2002.

32. As part of the scheme, SAPF sends written protests to the IRS responding to Notices
of Intent to Levy after an assessment has been recorded. These letters, prepared by SAPF,
falsely state that the assessments are invalid because the SAPF customer is not liable for any tax
as a UJ.S. citizen, a copy of which is attached as Exhibit 14.

33. Inresponse to SAPE’s protest letter, the IRS mails SAPF customers a letter
informing them that the arguments raised by Kotmair and SAPF are frivolous. A copy of a form
letter “3175” is attached as Exhibit 15.

34. As part of the scheme, SAPF and Kotmair send responses to “3175 ” letters. These
letters, prepared by SAPF and Kotmair, falsely state that the member is not liable for any tax
because they are not “withholding agents,” a copy of which is attached as Exhibit 16,

35. As part of the scheme, SAPF prepares the power-of-attorney forms which are sent to

customers, a copy of which is attached as Exhibit 17. In the power-of-attorney forms, the SAPF
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customers provide “John B. Kotmair, Jr.,” with authority to investigate their income taxes that
the IRS “alleges [they] owe... includ[ing] income tax returns,” and further state that the SAPF
customer has a “material interest™ in this matter.

36. As part of the scheme, SAPF annually solicits SAPF customers to execute updated
power-of-attorney forms, a copy of a letter requesting a member to provide a signed power-of-
attorney is attached as Exhibit 18.

37. I have investigated Kotmair’s status as a representative, and to the best of my
knowledge, John B. Kotmair, Jr. is not authorized to represent individuals regarding their
personal income tax liabilities before the IRS.

38. Although the power-of-attorney forms prepared by SAPF state that Kotmair is
authorized to represent individuals before the IRS, Kotmair states in his book Prercing the
Tllusion, at page 139, that he received “a letter from the District Direcior of the Baltimore IRS
Office, notifying [him] that his representative number had been revoked.” A copy of page 139 of
Piercing the Illusion is attached as Exhibit 19.

39. On June 3, 1994, the IRS District Director notified Kotmair that he is “ineligible to
practice before the Internal Revenue Service.” Exhibit 20. The letter further indicates that
Kotmair was previously sent notification that he was ineligible to practice before the IRS on
May 11, 1993,

40. In response to the letters received by SAPF, and signed by Kotmair, the IRS informs
SAPF customers that the person listed on the power-of-attorney (Kotmair) “is not eligible to

represent you.” A copy of the letter is attached as Exhibit 21.
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41. As part of this scheme, SAPF sent at least 846 protest letters to the IRS, from May
2004 through November 2005, claiming that SAPF customers are not subject to income tax
payment or filing requirements as U.S. citizens living and working in the United States.

42. In the frivolous letters described in paragraph 41, Kotmair purported to represent at
least 305 individuals from various states, including: Alabama, Afizona, California, Colorado,
Connecticut, Florida, Georgia, Hawaii, Illinois, Indiana, lowa, Kentucky, Maryland,
Massachusetts, Mississippi, Missouri, New Hampshire, Nevada, New Jersey, New Mexico, New
York, North Carolina, Ohio, Oregon, Pennsylvania, Rhode Island, Tennessee, South Carolina,
Texas, Virginia, Washington, and West Virginia.

43. The investigation further revealed that the letters containing these frivolous
arguments were exhibits in the following cases: Wadsworth v. Commissioner, T.C. Memo. 1997-

238; Moore v. Commissioner, T.C. Memo. 2001-305; Tolotti v. Commissioner, T.C. Memo.

2002-86; and Sherwood v. Commissioner, T.C. Memo. 2005-268.

44, Duiring December 2005, a total of 25 letters, sent by SAPF on various dates,
purporting to represent taxpayers regarding their individual income tax liabilities were received
by the IRS Ogden Service Center.

45. During January 2006, a total of 28 letters, sent by SAPF on various dates, purporting
to represent taxpayers regarding their individual income tax liabilities were received by the IRS
Ogden Service Center.

46. During February 2006, a total of 29 letters, sent by SAPF on various dates,
purporting to represent taxpayers regarding their individual income tax liabilities were received

by the IRS Ogden Service Center.
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47. As March 6, 2006, a total of 19 letters, sent by SAPF on various dates, purporting to
represent taxpayers regarding their individual income tax liabilities were received by the IRS
Ogden Service Center. The letters received by the IRS during this period were mailed by SAPF
during January and February 2006.

48. As March 6, 2006, a total of 17 leiters, sent by SAPF on various dates, purporting to
represent taxpayers regarding their individual income tax liabilities were received by the IRS
Ogden Service Center. The letters received by the IRS during this period were mailed by SAPF
during January and February 2006.

49. As of May 16, 2006, a total of 16 letters, sent by SAPF on various dates, purporting
to represent taxpayers regarding their individual income tax liabilities were received by the IRS
Ogden Service Center. The letters received by the IRS during this period were mailed by SAPF
during March and April 2006,

50. The 846 letters discussed in paragraph 41 does not represent an accurate total of
letters sent by SAPF and Kotmair, as not all letters sent by SAPF are accounted for, and were not
compiled prior to this investigation.

51. Kotmair and SAPF send these letters, which include FOIA requests, to the IRS
despite having been notified on May 11, 1993, and June 3, 1994, that Kotmair is ineligible to
represent individuals before the IRS, Exhibit 19 and 20.

52. The investigation further revealed that SAPF and Kotmair prepare documents
purporting to revoke an individual’s application for their Social Security number in order to

discontinue the withholding of income and employment taxes.
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53. As part of the scheme, SAPF sells to customers an “Affidavit of Revocation,” and a
“Statement of Citizenship,” with instructions for filing these documents.

54. As part of the scheme, SAPF falsely advises customers that employers cannot legally
withhold employment taxes after the “Affidavit of Revocation” and “Statement of Citizenship”
are filed.

55. As part of the scheme, SAPF falsely advises customers that they “cannot file an IRS
Form W-4 with an employer, or any other IRS or state income tax forins, once Jthey] execute”
the “Affidavit of Revocation” and “Statement of Citizenship.” A copy a leiter advising an SAPF
that they can no longer file income tax returns, sent with an “Affidavit of Revocation,”
“Statement of Citizenship,” and a bill for $95 for the documents is attached as Exhibit 22.

56. Defendants also offer to write letters to employers and draft complaints suing
employers who continue to withhold income and empl_oyment tax, Exhibits 23 and 24.

57. Attached as Exhibit 25 is a copy of SAPF website located at save-a-patriot.org,
stating that an SAPT member used a “Statement of Citizenship™ supplied defendants in order to
evade income tax withholding requirements.

58. I have identified a number of protest letters written SAPF, which were signed by
John B. Kotmair, Jr., in which the SAPF member has purported to revoke their Social Security
number. Those letters are attached as Exhibits 26 through 27. The letters demonstrate that these
individuals failed to file income tax returns after revoking their Social Security number.

59. T have identified one of the SAPF customers purporting to revoke their Social

Security number as James O. Jarvis, which is attached as Exhibit 28.
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60. The investigation further revealed that SAPF James O. Jarvis was represented by
John B. Kotmair, Jr., as the Director of the National Workers Rights Comimittee in a lawsuit
against Mr. Jarvis’s employer, which is attached as Exhibit 29.

61. SAPF customers used the “Statement of Citize'nship” and “Affidavit of Revocation”
in order to evade the proper payment of income and employment taxes in the following cases:
Damron v. Yellow Freight Sys., 18 F. Supp. 2d 812 (E.D. TN 1998); Alaska Computer Brokers v.
Morton, 1995 WL 653260 (D. Ak., Sept. 6, 1995) Johnson v. Florida Power Corp., 1997 WL
1051475 (Dec. 10, 1997)The opinion notes 23 other cases filed by Kotmair); Hamilton v. The
Recorder, 1997 WL 1051472 (Nov. 7, 1997); Benz v. Department of Defense, 1997 WL 837789
(Sept. 4, 1997); Parham v. US.P.S.,, 1997 WL 837789 (Aug. 27, 1997); Davis v. GTE, 1997 WL
837789 (August 6, 1997}; Lee v. diriouch Communications, 6 OCAHO 901 {1996)(same),
appeal filed, No. 97-70124 (9" Cir. 1997); Shepherd v. Sturm, Ruger & CO., INC., 1998
OCAHO LEXIS 27 (Feb. 18, 1998); Bunn v. USX/U.S. Steel, 1998 OCAHO LEXIS 6 (Jan. 15,
1998)

62. The investigation further revealed that some of defendants’ customers have been
criminally convict of tax crimes in [7.S. v. Murphy, 182 F.3d 923 (7™ Cir. 1999), U.S. v. Crosson,
1995 WL 756599 (E.D. Pa. Dec. 20, 1995}, and Exhibit 30.

63. The investigation further revealed that two of defendants” former employees were
enjoined by District Courts for engaging in identical conduct, those court orders are attached as
Exhibit 31 and 32. |

64. The arguments raised by SAPF, which state that U.S.-source income is not taxable

and that individuals can revoke their Social Security numbers are addressed in a publication
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titled “The Truth About Frivolous Tax Arguments.” This publication has been sent to SAPF
customers as part of the letter 3175 (Exhibit 15), and is attached as Exhibit 33.

65. The investigation further revealed that defendants reward customers who violate the
federal income tax laws by offering to reimburse individuals with civil labilities or criminal tax
charges. Attached as Exhibit 34 is a copy of a bill and statement from an SAPF customer
indicating they mailed cash to anothér SAPF customer as part of this scheme.

66. Attached as Exhibit 35 is a document estimating the IRS’s costs associated with
processing frivolous filings as of June 2004.

67. Based on the June 2004 estimated costs stated in Exhibit 35, the TRS expends $5.30
processing each frivolous letter sent by SAPF. The estimated administrative cost of processing
the 846 letters exceeds $4,483. This estimate excludes lost revenues for uncollected taxes from
SAPF customers, and the cost of responding to the letters sent by SAPF.

68. Based on the June 2004 estimated costs stated in Exhibit 35, the IRS expends $1,607
in processing substitutes for returns for non-filers. The estimated cost to the U.S. Treasury
attributable to filing substitutes for returns for the 846 individuals known to be SAPF customers
is $1,359,522.

69. In addition to the cost associated with processing the correspondence, a total of 638
hours was spent on this investigation. This cost to the U.S. Treasury does not include the time
spent by IRS counsel attorneys in providing legal advice regarding this investigation, the hours
that IRS revenue agents throughout the country will have to devote to determining SAPT’s

customers’ tax liability, or the hours IRS revenue officers who will have to devote to collecting

-12 - . 1762306.1



Case 1:05-cv-01297-WMN  Document 43-1  Filed Us/1¥2uub  age 13 o1 14

from SAPF’s customers who refuse to pay federal income taxes based on SAPF’s, and

Kotmair’s, fraudulent advice and documents.
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Under 28 U.8.C. 1746, I declare under penalty of perjury that the foregoing is true and

correct to the best of my knowledge.
Dated this ﬁftfay of June, 2006.

we
evenue Agent
Internal Revenue Service
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Save-A-Patriot Fellowship
Member Handbook

This manual contains valuable information about

your membership. It was designed to answer the most

. frequently asked questions about the Fellowship and
should be read and reviewed on a regular basis.

Please read this manual carefull
before calling Fellowship headguarters.

| Exhibit 1A

Together We Must Stand -- Or — Separately ¥ou Will Be Stood Onlll!

Page 2 of 31
































































































































































































































































































































































































































































































































































































































































































































































































































































