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)
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PLAINTIFF’S REPLY TO NADN’S OPPOSITION TO PLAINTIFF’S MOTION FOR
TEMPORARY RESTRAINING ORDER AND PRELIMINARY INJUNCTION

NADN, joined by all remaining TRO-targeted defendants except Mary Orie' and G&J

Eagle Enterprises, Inc., suggests that it is a victim of a reckless Government lawsuit, which it

! Orie filed a non-responsive document captioned as a motion to dismiss the Government’s TRO
motion. She raises no arguments in that filing that require a response.



claims is supported merely by a handful of “disgruntled””? former employees and dissatisfied

customers. The brief attacks some declarants and their declarations’ minor flaws, some real and
some imagined, and leaves most major allegations unchallenged and unrebutted by opposing
declarations.

Defendants also state that the proposed TRO—which would bar defendants from making
false tax-related statements while selling products and services and from preparing tax
returns—will force NADN 1nto a Chapter 7 bankruptcy and throw its 400 employees out of
work.> In essence, Defendants claim that they are not engaged in any fraud, yet also claim that
temporarily barring them from fraudulent activities will sink the company. Defendants make
these mutually exclusive statements a central theme of their brief, apparently without recognizing
the inherent conflict or irony.

Defendants also suggest that the Shopn2000 program is a legitimate product, was
truthfully marketed, and that they had no reason to believe the program was anything other than a
business that happened to have some good tax benefits. In support, Defendants primarily try to
muddy the waters by suggesting that application of the ADA to websites is an issue of first
impression and that this area of the law is subject to confusion and varying interpretations. Even
complex laws are clear on some issues, and this is one such issue. Defendants don’t even try to

defend the sham promissory notes that are central to the Shopn2000 scam, and don’t contradict

2 Response Brief (hereinafter “Resp.”) at 50. Defendants offer no support for their conclusion

that the employees and/or the customers are disgruntled or that the employees left on anything
other than good terms with NADN.

* Al Rodrigues Decl. at ] 48.



anything in Dr. Niccum’s or Andrew Orgell’s declarations. Those two witnesses together
describe, for different reasons, why the Shopn2000 program was a sham from start to finish.
NADN also trumpets the fact that it has stopped selling the program, but doesn’t mention the
reason: Oryan stopped distributing the Shopn2000 program to NADN because the Oryan
defendants have agreed to be enjoined in this lawsuit. NADN hardly deserves credit for ceasing
its fraudulent sales of the Shopn2000 “websites.”™

And instead of ceasing its activities, NADN has continued to defraud customers even
after this suit was filed on April 13. We attach two new post-lawsuit declarétions showing that
NADN is now making new fraudulent statements to customers in connection with selling a new
worthless product—-a so-called hit generator or optimizer. The “hit genera;or,” for which NADN
charges $2,000° or more,® simply provides meaningless clicks on the customers’ PIN
number/“websites” so as to create the false appearance that the PINs are being used for

something. NADN does not guarantee that the hits will generate commissions, instead

4 See, e.g., Dunlop v. Davis, 524 F.2d 1278, 1281 (5th Cir. 1975) (current compliance no bar to
injunction, especially where “compliance is achieved only by the direct scrutiny of enforcement
authorities.”). NADN also suggests that there is no more urgency in this case because they
stopped selling this tax scam after 17,000 sales. This argument ignores that their history alone
demonstrates the urgency, plus Thomas Niccum’s declaration shows that anyone, including
NADN, could start a similar website scheme for under $20,000. Niccum Decl. at § 35.

5 Declaration of Eileen Gelzhiser at § 10.

6 Declaration of Gary Lahti at § 11 (NADN offered Lahti a product that would “legitimize” his
Shopn2000 “website,” which presumably was a hit generator, for $2,200, $3,200, or $4,200).

3



suggesting that the PIN owner will make money but without promising any commissions.’
Presumably the “money” is simply paying off the sham promissory note. Worse yet, NADN is
now essentially attempting to extort money from .its existing Shopn2000 customers by falsely
telling them that paying NADN for the hit generator will somehow show that the customers are
engaged in a legitimate business, and thereby protect the customers from IRS audit or from
having to pay back previous SﬁoanOOO-related tax refunds.?

This is brazen fraud. That NADN would do this even after this suit was filed confirms—if
confirmation was needed—that NADN’s fraudulent sales praciices are not isolated occurrences
but rather are the very essence of NADN.

Customer Eileen Gelzheizer’s declaration details, at Y 8, 10, and 18, how NADN
salespersons told her, after this suit was filed, that she needed to buy a “search engine hit
generator” to “‘stay out of trouble for having purchased two Mallforall web pages,” and to avoid
getting audited by the IRS. This is extortion, and entirely false—the likelihood of an IRS audit
will not be reduced by meaningless clicks from the “hit generator.” Showing that a website
received thousands of “hits” without earning any commissions proves nothing in regard to
business purpose.

Customer Gary Lahti testifies that NADN prepared his 2003 tax return and, in a new
twist, amortized the $10,475 Shopn2000 purported modification expense as a “startup cost,”

even though Lahti never signed the promissory note that is the ostensible source of most of the

7 Gelzhiser Decl. at § 11-12.

. ¥ Gelzheizer Decl. at {8, 10-18.



$10,475 purported modification cost.” Lahti also states that NADN’s salesperson told him on
April 26, 2004, 13 days after the Government filed this suit, that Lahti needed to buy additional
products to “legitimize” the Shopn2000 “business” and that Lahti could take a $5,000 tax credit
on his 2003 return.!® The same salesperson said that NADN has saved customers $324 million
and the Government is “not happy about it,” but the Shopn2000-related purported tax credit was
legal.!! The $324 million figure comes from the Government’s filings in this case—it is the
estimated tax loss from all of NADN’s fraudulent activities. NADN has told the court that this
number is wildly inflated while at the same time claiming that it is accurate and using it as part of
its sales pitch to further defraud its customers.

As demonstrated below and in our initial brief, NADN is running a tax-scam boilerroom,
defrauding its customers and the US Treasury. NADN protests that these terms were thrown
around carelessly in the Government’s brief. But the shoe fits. The claims of fraud and
boilerroom high-pressure tactics were amply substantiated by voluminous evidence, including
NADN’s own documents. The claims are now further confirmed by the two new attached

declarations showing NADN'’s post-suit tactics. The Government’s request here is simple:

® Declaration of Gary Lahti at §{ 8-12. Further, because Oryan’s contracts with Shopn2000
customers provides that they are purchasing a website and, within 30 days after purchase Oryan
will “modify” the website, these costs cannot be amortizable “startup costs” under I.R.C. § 195.

0 14 atq 11.

' Id. at § 12. Defendants will no doubt try to brush off Gelzhiser’s and Lahti’s declarations as
another in a series of supposedly isolated, “disgruntled” customers. We note that the Court can
find similar complaints at www.ripoffreport.com (search “NADN”), referenced in the Niccum
declaration at § 67.




NADN and the related defendants should be barred from making fraudulent sales pitches and
preparing false tax returns. A TRO will protect the Government and, equally important,
NADN’s customers, from further misconduct of the sort detailed in the Government’s sworn
declarations. Every day that NADN is allowed to continue selling fraudulent tax schemes and
prepare fraudulent tax returns is another day in which its customers and the US Treasury will be -
irreparably harmed."

I. ARGUMENT

A. The Government’s TRO motion is supported by substantial, largely unrebutted
evidence and NADN’s victimization claim is unfounded.

1. The Government’s TRO motion has substantial, unrebutted support

NADN did not effectively rebut any of the matters to which customers including
Bradford Howard, Valerie Weinstein, i’auline Cox, Vivian Robinson, and Donna S;t. Martin-
Smith swore in their declarations.”* These customers detailed similar patterns of deception
related primarily to the Shopn2000 program, including a document prepared on behalf of NADN

and sent to Howard, which characterized any revenue from Howard’s Shopn2000 “website” as

12 The Government disputes, but does not have sufficient time to brief, other allegations and
legal arguments contained in Defendants’ brief. For example, Defendants’ explanation of gross
valuation overstatement cases is flawed, as a cursory reading of cases previously cited in the
Government’s brief and a brief evaluation of the sham promissory notes—which made up more
than half of the purported $10,475 “modification” value—demonstrate. We request that the
Court not treat any unaddressed issue as waived, under these circumstances, and we will of
course be happy to address at the hearing any questions the Court may have.

13 Vivian Robinson’s declaration inadvertently does not contain the standard “under penalty of
perjury,” although such was the clear intent of the declaration. This issue goes to weight, not
admissibility, but if the Court finds this attestation essential, the Government will provide a

corrected declaration forthwith.



“found money if it comes.”"* Further, Defendants ignore essential, unvarnished statements from
NADN’s own website that describe the program’s purported tax advantages ($6,000-$8,000 per
client) and make merely a passing reference to website-generated revenue.'> Former employee
Sﬁallwood also details the false statements that NADN trained him to make and explains how he
and his supervisor sold six Shopn2000 PINs to one customer, solely for tax benefits. These
declarations, supplemented by the two new declarations showing post-lawsuit activity, and
buttressed by the 17 attachments to Delaney’s declaration, leave no doubt that NADN’s
fraudulent statements are systemic. They are not, as suggested by Defendants, isolated
incidents.'®

Instead of offering letters'” or declarations from some of the hundreds of thousands of
their purportedly satisfied customers, NADN and the other defendants suggest that: (1) there are

not enough declarations to support the government’s TRO request; (2) the declarations are

4 Howard Decl. at §15-16.
¥ Goyette Decl. at GOY156, 161.

16 For example, Delaney Decl. Attachment 2 describes how the customer did not know about the
promissory note until after the 72-hour rescission period expired. Attachment 3 describes how
NADN promised to zero out the customer’s taxes and then told the customer that he needed to
buy a Shopn2000 program to zero-out his taxes. Attachment 11 offers a story similar to that of
Eileen Gelzheiser, showing how NADN customers thought they were buying another
“modification” but instead were sold an entirely new PIN. And Attachment 15 describes how the
customer was “coached” before being sent to the verification employee and being recorded by

NADN.

17 NADN invites such testimonials, which in any event would not necessarily detail the tax-
related statements made during the sales pitch. Duncan Decl. at Exh. 6, pp. 4-5.
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hearsay and contain double hearsay; and (3) revenue agent Sue Cutler’s declaration contains
triple hearsay and 1s unreliable.

First, under penalty section 26 U.S.C. § 6700, the Government need only present credible
evidence that NADN’s employees made false tax-related statements while selling a plan or
arrangement, and NADN (including its supervisors and owner) knew or had reason to know the
statements were false. The Government has done that for every allegation contained in the brief.
Instead of admitting this, Defendants suggest that one, two, or three declarations are not
sufficient evidence of penalty conduct to sustain an injunction. They imply that there is some
quantum of complaints and declarations that the Government must provide, although they do not
tell the court how many declarations is sufficient, before the Government can establish that an
injunction is warranted.

Although we have demonstrated that NADN’s problems are widespread and long-lasting,
we did not need to do so to demonstrate that 2 TRO and injunction are warranted. Instead, the
Government must show under this statutory injunction section solely that an injunction is_
appropriate to prevent the recurrence of this penalty conduct.'® In addition to Defendants’ long
history of fraudulent tax advice, and the new fraudulent sales tactics that NADN has employed
even after this suit was filed, NADN’s failure to accept responsibilify for false statements such as

“dropping off a business card in a restaurant means a customer can deduct the meal expense,”"’

1826 U.S.C. § 7408(b)(2).

19 Smallwood Decl. at 9.



amply demonstrates that an injunction is appropriate, indeed necessary, to prevent the recurrence
of penalty conduct here.?

Second, while some declarations contain some hearsay, most of those hearsay statements
are not “double hearsa'y,” as Defendants claim. As we noted in our initial brief, “[a]ffidavits and
other hearsay materials are often received in preliminary injunction proceedings.”' Defendants’
repeated suggestion that using declarations here is somehow irregular or prohibited is
inexplicable. Also inexplicable is Defendants’ repeated suggestion that statements from
NADN’s salespersons, recounted in the declarations, are hearsay. To begin with NADN’s
salespersons’ and supervisors’ statements are admissions of NADN and therefore not hearsay.
Moreover, these statements are not being offered to prove the truth of the matters asserted
therein. Quite the opposite: they are being offered as examples of false statements by NADN’s
employees and are thus “not hearsay” under Fed. R. Evid. 801(c).

Defendants also falsely suggest that NADN return preparer Julia Thompson’s recounting
of what her clients told her about the sales pitches are triple hearsay. In fact they are only single
hearsay. And while these statements admittedly are not as reliable as having the clients submit
declarations, Defendants have offered no reason to doubt either Thompson’s veracity or her

clients’ motivation to tell her the truth about NADN’s sales pitches.

20 See United States v. Raymond, 228 F.3d 804, 814 (7th Cir. 2000) (finding injunction
appropriate, even though defendants voluntarily ceased activity before lawsuit filed, because, in
part, defendants “expressed no remorse” and “refused to acknowledge that their conduct in this
matter was anything other than perfectly lawful.”).

2l 4sseo v. Pan Am. Grain Co., 805 F.2d 23, 26 (1st Cir. 1986).
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Defendants also attack revenue agent Sue Cutler’s declaration, after first disingenuously

b (13

designating her as the Government’s “star” witness—a moniker more apt for Smallwood,
Thompson, Howard, or a number of other declarants whose testimony forms the backbone of the
Government’s case. Defendants first attack Cutler’s $324 million damage estimate, clearly
identified as an estimate, which is not an essential element in the case but was provided solely to
explain the estimated scope of harm to NADN customers and the Government. NADN offers no
alternative harm computation, for instance by identifying how many customers returned
Shopn2000 programs and deducting that from the $100 million estimated damage. Nor does
NADN acknowledge that it is now using (and implicitly accepting) the $324 million figure in its
own post-suit sales pitches, as revealed in the attached Lahti declaration.

Cutler’s other estimate was based on NADN’s own promises to cﬁstomers, so NADN
likely did not want to admit that most customers saw much less than the promised $3,000 per
year in tax savings. The most salient criticism of Cutler’s declaration is that she does not
identify the current and former employees upon whose statements éhe based some of her
declaration. If called to testify (she will be present at the hearing), Cutler will explain that the
primary source for statements attributed to current employees is Robert Stovall, who provided a
very brief and limited declaration in support of NADN’s brief. The former employee will remain
undisclosed unless the Court orders otherwise because the former émployee agreed to sign a draft
declaration but then refused to sign it for fear of being physically harmed for testifyiﬁg against

NADN. The declaration did not highlight this fact because of the obvious prejudicial effect on
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NADN’s case, but NADN’s allegations have forced this disclosure. Two other former
employees refused to provide declarations for the same stated reason.

NADN and the related defendants have tried-to divert attention from the Government’s
unrebutted testimony and evidence, including statements from NADN’s own website and its
employees. Their primary tool is an ineffectual attack on the already-victimized declarants,
including the formerly unemployed Donna St. Martin-Smith, 79-year-old Vivian Robinson, and
quadriplegic Pauline Cox—calling them “disgruntled.” To the extent these witnesses are
disgruntled they have a perfect right to be, each having been defrauded of thousands of dollars.
If being disgruntled makes a scam victim’s testimony unreliable, then the Government can never
use scam Qictims’ testimony in support of shutting down the scam. One can see why Defendants
find appeal in that notion, but Defendants’ suggestion in this regard falls apart of its own weight.

Finally, Smallwood’s testimoﬁy, plus sales scripts, websites, and sample complaints from
the Nevada Attorney General’s Office demonstrate not only that NADN’s salespersons have
made false statements, but that the statements were approved by NADN’s training staff and

managers.

2. Defendants also exaggerate the scope and effect of the proposed TRO and
preliminary injunction.

Defendants falsely suggest that the Government is trying to stop NADN from engaging in
legitimate incorporation activities and tax-product sales, thereby pushing NADN into a Chapter 7

bankruptcy and forcing more than 400 employees out of work.”? The Government’s brief never

2 Resp. at pp. 48-50.
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stated that all of NADN’s incorporation-related and home-based-business-related statements are
false. Instead, the Government selected the false statements of which it was aware, including
that corporations are entitled to myriad business deductions that sole proprietorships are not, and
asked the Court to bar that false or fraudulent activity.” Instead of trying to explain why the
statements, taken from NADN’s website, are true, NADN tries to shift focus to its truthful
statements about the benefits of incorporating in Nevada and to truthful statements about home-
based-business tax deductions. The issue here is not how many true statements NADN’s
employees have made; it is how many false statements they have madp. Defendants fail to rebut
the evidence of false statements from NADN’s own website and from former employee
Smallwood and customers such as St. Martin-Smith. For instance, St. Martin-Smith testiﬁed that

NADN’s salespersons told her that, by incorporating in Nevada, she could become a “tax-exempt

9924

person. NADN did not search its records for St. Martin-Smith’s salesperson and obtain a

declaration from him or her.
NADN admits that it has stopped selling the Shopn2000 program, so Defendants cannot
claim any potential TRO-related damage by enjoining them from selling this or any other false or

fraudulent tax scheme.

B. The Shopn2000 program is demonstrably a sham, sold as a tax deduction, and not
entitled to the § 44 tax credit.

B TRO Brief (Br.) at pp. 41-45.

2 St. Martin-Smith Decl. at § 3.
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In support of their claim that NADN made no false tax statements about the Shopn2000
program, Defendants offer four suggestions: (1) that the Shopn2000 program is a real business
and was marketed as such; (2) that the ADA is very complicated and therefore the tax credit issue
is somehow debatable; (3) that they relied on Michael Potter’s and Curtis Shaw’s opinion letters;
and (4) that computer expert Niccum’s and Shopn2000 designer Andrew Orgell’s declarations
should be completely disregarded. All four suggestions are contradicted by the record.?

1. The Shopn2000 program was not a real business and was not marketed as one.

First, NADN and the related defendants in their brief try to shift the Court’s focus from

the exhaustively detailed false tax-related statements about the Shopn2000 program, including
from NADN’s website, and instead asks th¢ Court to focus on whether customers tried to make
the so-called business work. Defendants even highlight a footnote?® in which the Government
describes how some customers may claim legitimate (i.e., not Shopn200-related) business
deductions if, notwithstanding NADN’s tax-credit-centric sales pitch, the customers incurred
deductible expenses. Defendants miss the point of this footnote and of the injunction sections
when stressing that the Court should look at customers’ subjective intentions when evaluating
whether this is a tax scam. Defendants also ignore the two opinion letters on which NADN and

other defendants purportedly relied, which both state that the Shopn2000 product will be subject

¥ Defendants also suggest, Resp. at p. 35, that the Government failed to demonstrate that
NADN?’s return-preparation department violated § 6694, because the Government did not
specifically analyze whether NADN’s Shopn2000 position was unreasonable. The Government
demonstrated the myriad reasons why the position was unreasonable in its brief, so a summary
statement later in the already 69-page brief was sufficient.

2% Repl. at pp. 15-16.
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to legitimate attack if NADN marketed it as a tax product and not a business.”” The Court’s
proper focus under IRC § 6700 is on the false and fraudulent statements NADN made when it
sold the product, not on whether some customers may have made a sincere effort to use their
Shopn2000 PINs as a business. The defendants have not refuted the substantial evidence of the
false and fraudulent statements. And we have amply demonstrated, through website statements
and declarations, that NADN emphasized tax benefits to the exclusion of a business purpose.
Even under NADN’s own self-serving opinion letters, the Shopn2000 program was a sham.

2. The ADA'’s purported complexity is irrelevant to this obvious scam.

Second, Defendant sets up a félse argument®® about whether some websites are subject to
the ADA—the Government never claimed that some websites could be covered by the
ADA. After making this false argument, NADN assumes, without demonstrating, that the
Shopn2000 websites are “places of public accommodation” under the ADA, and then claims that,
at very least, these issues are so complex and subject to varying interpretations that no one at
NADN could have known that the Shopn2000 program was not entitled to the § 44 credit.

The purported “Internet mall” here is vastly different from a physical mall, which, for
example, offers the exclusive method of ingress and egress to stores leasing space from the mall
owner. The Shopn2000 website here is more like a yellow pages or newspaper advertisement

that lists stores in certain categories and highlights some of their products, which is not subject to

7 Potter opinion letter, Gordon Decl. at ASH079; Shaw opinion letter, Stovall Decl. at
Attachment 2, p. 25.

28 Repl. at pp. 18-22.
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the ADA. Defendants make no attempt to analyze the ADA and instead assume, without
explanation, that Shopn2000 is a place of public accommodation.

But even if the website is a place of public accommodation, each PIN is not a separate
website and each PIN is not a “place of public accommodation.” Further, we demonstrated that
one purported modification—the text-only page—was inoperable for weeks and that the other
remaining modification—the voice-shopping function——w:as provided to all Shopn2000 visitors,
regardless of PIN entered, so each new so-called “owner” was not really paying for this
purported modification. Defendants contest none of this evidence, which demonstrates that
Shopn2000 PIN purchasers could not qualify as places of public accommodation and hence for
the § 44 tax credit.

Further, even if the ADA is “complex” and its application to the Internet is not settled,
issues relating to sham promissory notes and similar obvious falsehoods can be recognized
without reference to these more complicated issues. Moreover, the defendants’ gross valuation
overstatements (within the meaning of IRC § 6700) are entirely unrelated to any supposed
complexity of the ADA. As we said before, Defendants employed the oldest trick in the book,
selling the same product over and over thousands of time to customers who were falsely told they
were getting a unique product. This isn’t complex; it is perfectly simple.

Defendants seemingly invite the Court to throw up its hands and say “this is a tough area,
so it’s okay that NADN sold $40 million (17,000 times $2,500) worth (or $170 million if one
counts the face value of the sham promissory notes) of these worthless PIN modifications despite

being warned by company attorneys and despite receiving similar warnings from NADN’s hand-
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picked opinion-letter writers.” Defendants did not need to be experts in tax law or the ADA to
recognize this as a scam. Pointing to unrelated complexities does not support their argument

against an injunction. Indeed, it is merely a ploy to further the fraud.

3. Defendants did not, and could not. reasonably rely on the Potter and Shaw opinion
letters.

Third, Defendants falsely suggest that they réasonably relied on the Potter and Shaw
opinion letters. Defendants make no showing that Potter or Shaw have any experience in tax law
or the ADA, and Shaw’s letter mimics Potter’s letter to a large degree. To begin with, reliance
on counsel (or anyone else) is no defense, as is noted above, to the gross-valuation-overstatement
portion of IRC § 6700. Additionally, neither letter refers to the Stovall memorandum, stfongly
suggesting that NADN failed to provide a copy of the letter to either Shaw or Potter, even though
Tigani claims that the two hand-picked opinions were sought to establish a “majority” opinion on
the program.” Further evidence of this is that neither letter addresses some of the Stovall
memorahdum’s most damaging points, such as the economic-subétance discussion. Both letters
falsely suggest that the federal-website standards, explicitly applicable solely to federal websites,
may somehow apply to private websites and that the W3C guidelines instead may be standards
for ADA compliance. These obviously erroneoﬁs statements are contradicted by the Stovall

memorandum, which offers a much more thorough analysis.

» Tigani Decl. at ] 18(b). Tigani’s declaration does not disclose why Potter and Shaw would

have been more qualified than, or even equally qualified as, him and NADN’s other technical
department lawyers and enrolled agents to create the desired “majority opinion.”
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Interestingly, Defendants obtained Stovall’s declaration, but Stovall said nothing about
his memorandum and did not disavow one word of it. Tigani’s declaration is very carefully
worded to protect Tigani’s bar license and permission to practice before the IRS, but does not
disavow anything in the Stovall memo, which he helped to draft.

Further, as noted above, both opinion letters explicitly state that the program must be
marketed as a business, shown to have real profit pptential, to withstand scrutiny. Defendants
have not disputed that the average website earned $2.40 in commissions over its multi-year life,
that the promissory notes were shams, that NADN’s website touted the program as a tax credit-
driven product, and that NADN’s salespersons sold to at least some customers based solely on
the purported tax benefits. All of these undisputed statements demonstrate that, even under the
Shaw and Potter opinion letters, Defendants were operating a tax scheme that could not be
sustained upon scrutiny.

Defendants also claim that they relied, in part on defendant Porter’s e-mails to the IRS.
The Government included these e-mails in its TRO exhibits to demonstrate two things: Porter
gave the IRS partial information, which led to a partially correct answer, and Porter never asked
whether he could claim a website modification expense under § 44. Instead he asked, assuming
that he was entitled to the credit, whether he could he take the credit in the first year, even if he
“borrowed” some of the money. Defendants cannot credibly suggest that they relied in any
fashion on these IRS responses, especially where Defendants knew that key information,

especially about the sham promissory notes, was omitted from Porter’s question.
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4. Niccum and Orgell’s declarations are reliable and uncontradicted.

Fourth, Defendants raise two objections to Niccum’s declaration and two objections to
Orgell’s declaration; none are valid. Defendants first argue that, although Niccum performed an
exhaustive analysis, including testing, of the Shopn2000 website, his inability to look at the
“source code” for the website means his entire declaration should be disregarded. Defendants
fail to explain why this omission taints any of his conclusions, why it is important, and whether
Defendants consulted any computer experts or used NADN’s own computer-specialist
employees to evaluate the source code. In reality, Niccum’s declaration is so thorough and so
credible that Defendants seized on the only area flagged for further possible evaluation.

Defendant further argue that Niccum never values the website modifications. This
argument is false. Niccum explains how the chat function is available for freé or for, at most,
$8.99 per month. Orgell stated that the chat function received a very low volume of messages,
generally fewer than 10 per day, which wouldn’t require a robust, expensive system. Further,
Niccum stated that the text-only site woula cost, at most, $4,000. These establish a value for
both so-called modifications, from worthless to, at most, $4,000. And those numbers are for
only one website; once the single Shopn2000 website was modified, everyone else would get the
modifications automatically.

Defendant attack Orgell’s declaration by saying, without any support, that he is a
“disgruntled employee.” There is certainly no support for that in his declaration, in which he

helped Goetsch by claiming that Goetsch tried to make the Shopn2000 website more profitable

30 Resp. at p.12.
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for customers. Defendants alsq suggest that Orgell lacks personal knowledge on the “actual
commissions earned,” although Orgell reviewed the Linkshare statements and concluded that the
vast majority of PIN owners earned no commissions. Further, Defendants simply ignore the
Michael Shea declaration, given by a Linkshare employee who verified that all PINs combined
earned less than $24,000 in commissions since inception.
II. CONCLUSION

NADN and the related defendants seek to divert attention from the demonstrably false
" and fraudulent statements that NADN’s salespersons used when marketing NADN’s tax products
and services. They attack the declarants’ motives, without shaking their core statements and
evidence. Defendants claim these incidents didn’t happen, or if they did ‘théy were isolated
incidents and that NADN can be trusted to police itself, with its one compliance officer. But we
have shown what NADN’s response has been, and will be, to this enforcement action; two more
declarants have described NADN’s post-lawsuit attempts to extort yet more money from
customers. NADN and vthe related defendants can hardly be trusted to police themselves. The
Government has demonstrated an immediate need to stop all of Defendants’ tax-scam activities.

Defendants’ response—baseless attacks on the declarants instead of accepting responsibility for
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the Defendants’ past fraud—provides the best possible evidence that a TRO is appropriate to

prevent the recurrence of this fraudulent conduct.
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Jeffrey Ian Shaner, Esquire

715 South 6th Street SN
Las Vegas, NV 89101 '

EVAN J. DAVIS

Trial Attorney, Tax Division
U.S. Department of Justice
Post Office Box 7238
Washington, D.C. 20044
Telephone: (202) 514-0079
Facsimile: (202) 514-6770



IN THE UNITED STATES DISTRICT COURT FOR THE
DISTRICT OF NEVADA

UNITED STATES OF AMERICA,
Plaintiff,
V.

Civil No. CV-S-04-0455-LDG

NATIONAL AUDIT DEFENSE NETWORK,
et al.,

N e’ N’ N’ S’ N N N’ N N’

Defendants.
DECLARATION OF EILEEN GELZHISER

1. I am over the age of 18 and am competent to testify to the contents herein. I live |
in Delmont, Pennsylvania and I hold a B.S. in accounting. I am not a tax accountant, but
am instead a controller for a health care company.
2. I initially contacted NADN to prepare my tax return and to give me tax advice in
2002. They had been advertising heavily on radio station 1020 KDKA in Pittsburgh. I
had a tax return that I was having trouble figuring out for myself. They advertised that
they had ex-IRS agents working for them and implied that their knowledge of tax laws
would insure that I would benefit from their advice. |
3. NADN prepared and filed my 2002 income tax return;' Soon after the return was
filed, NADN contacted me about purchasing a website business known as “Mallforall.”
According to NADN, the Mallforall program involves buyingva web page (designated
with a five-digit number), having it modified to help disabled people use it, and claiming
a tax credit and tax deduction for the modifications. Mallforall owners collect

commissions if someone visits the mallforall.com site, enters the owner’s five-digit



number, clicks through to a merchant listed on mallforall.com, and then purchases a

product from the merchant’s site.

4. After receiving several phones calls in which NADN tried to sell me a Mallforall,
I caved in to their pressure. Based on how NADN’s salespersons described the
Mallforall, it seemed like an easy way to start a home-based business. NADN employee
Mike Grubb told me to use 10 folders to collect my household expenses so that I could
take full advantage of a home-based business by claiming tax deductions for these
expenses. NADN’s salespersons also instructed me to purchase business cards listing my
Mallforall website and leave the cards with my tips at restaurants—NADN’s salespersons
told me that by doing so, I could deduct my meals as business expenses on my tax
returns. NADN’s salespersons also told me that if I left town for any reason, I could
deduct all travel expenses if I did nothing more than leave business cards at various
places during my travels. I did not follow fhese instructions because they didn’t seem
right. I did, however, file a 2002 tax return showing the Mallforall as a business and
claiming the Mallforall-related tax credit and deductions, as directed by NADN.

5. I was not getting any visitors (or hits) to my web page, other than the hits made
when I visited it myself. Therefore, I wasn’t earning any corﬁ'missions, NADN called
me in 2003 and convinced me that I had to put some money-into the business to prove to
the IRS that I was working to make it profitable. Consequently, I paid NADN for a
disability act “modification” to my web page. Although I paid for this modification,
there was no noticeable change to the website. 1 should have asked NADN, but didn’t,
why these changes weren’t noticeable. I assumed that the modifications were invisible to

non-disabled people, but people with special disabilities could access modifications



through special tools on their computers (e.g., deaf people can select closed-captioned
words to be displayed on the bottom of TV screens).

6. NADN called to sell me another Mallforall website modification in 2003.
However, when selling me the modification, NADN’s salesperson told me that my
Mallforall web page had been diverted to someone else because I had taken too long to
purchase the modification. Therefore, before making the modification to my web page,
NADN told me that they would have to sell me another Mallforall web page, designated
with a different five-digit number. It turns out that this statement wasn’t trué; [ still
owned the original modified Mallforall and I then purchased another one based on this
misrepresentation. I therefore ended up owning two web pages instead of just the one.
7. NADN continued to call me regularly to try to convince me that I needed to do
more to my web pages. They repeatedly offered me a variety of products. Sometimes it
was more upgrades, other times it was to jein a “mall partnership” program. Instead of
signing up over the phone, I would ask them to send me the information in writing, but I
never received anything in writing. ' On average, NADN would call me between four and
five times per week, and sometimes two times in one day.

8. In the past two months (March and April, 2004), the number of calls from NADN
has been increasing. At one point I got them to promise they would put me on a “do not
call” list. That stopped the calls for less than two weeks. NAbN’s salespersons then
started calling me with more urgency. They made me feel like if I didn’t purchase
additional products from them, then I would be ruined financially. According to
NADN?’s salespersons, I needed to buy more Mallforall-related products from them

because [ needed desperately to start showing that I was making a profit on my two



Mallforall web pages. NADN said that if I didn’t start showing a profit soon then the IRS
would consider the web pages to be a hobby and the IRS would reverse the tax credit and
deductions I had taken on my prior tax return and ask for money back.

9. Also in the past two months, I called NADN to get tax advice; all I got was full
voicemail boxes, so I faxed a request for them to file an extension for my 2003 federal
income tax return. I received a fax back telling me to do it myself. This really made me
mad because I had been paying NADN for tax preparation and advice from the
beginning.

10.  When NADN called me on April 15, 2004, I should have hung up. I didn’t
because I needed them to prepare my 2003 income tax return—I had earlier signed a
three-year contract for NADN to do my taxes. The NADN salesperson did not mention
the federal lawsuit that I now know had been filed on April 13. This particular day they
got to me. According to the NADN salespersons I spoke to that day, I had to purchase
their “search engine hit generator” product if I wanted to stay out of trouble for having
purchased the two Mallforall web pages. I told the salespersons over and over again that
I did not have the $4,000 purchase price for the two hit generators (for my two web
pages). The salespersons told me that they didn’t want a crecﬁt card payment but would
take a post-dated check, so that I could get the money and-then deposit it my checking
éccount. I told the salespersons that that I didn’t want to pay the 26-28% percent interest
rate for a credit card cash advance to purchase these hit generator products. The
salespersons responded that I should keep my credit card statement and that the interest
would be tax-deductible as a business interest expense. I was told that the $4,000

purchase price would also be fully tax deductible.



11.  Ithen pointed out that even if I paid the $4,000, I would be out a lot of money
without having any current evidence that my Mallforall web pages would generate any
income from these hit generators. The NADN salespersons responded that the hit
generators would make money for me. Because I would not agree to purchase the hit
generator program, [ was then transferred to a supervisor. The supervisor told me that
she and her son had just bought the hit generators and I needed the hit generators to make
the Mallforall businesses work. Based on this representation, I agreed to purchase two hit
generators for a total of $4,000. I was given a name, phone number, and extensions at
NADN to call back if I had any trouble, then I was transferred to customer service.

12. A customer service employee took my account information and arranged for
payment. The employee told me I was being recorded and I relayed how I felt about all
this grief that NADN had gotten me in. After I hung up I tested the number and
extension just given to me in case of any trouble. I was transferred right to the person I
was supposed to get. I expressed to this person my concerns again that I didn’t want to
lose any more money. This NADN employee told me that the hit generator would
increase the visits to my site and I would be making money by the fall. He said that I
would be making so much money that, in the fall, I would want to talk to him ébout
incorporating my Mallforall businesses.

13.  That same night, April 15, I decided that enough was énough with NADN. I
would not give them any more money and therefore I would cancel my $4,000 purchase
from earlier that day. On Friday, April 16, T called the same number and extension, but I
was not transferred to the gentleman I talked to the day before. The NADN employee I

spoke to said that NADN didn’t even have anybody by that name working for the



company. However, I did get through to NADN’s customer service department and was
able to cancel my $4,000 payment for the hit generators.

14. I tried again the same number and extension on Monday, April 19. There was no
response, but I was transferred to another NADN employee. That employee assured me
that my $4,000 payment was canceled. That employee then said that I could instead
purchase one generator for $1,500 for just one site and now they would accept credit card
payment. [ turned this offer down.

15.  On Tuesday night, April 20, NADN’s employees called me at home. The
employees said it was important for me to reconsider my decision to cancel the hit
generator purchase. The employees said that I needed to buy these hit generators now. I
didn’t change my mind and we ended the phone call. On that same night, I started
searching the Internet for information about NADN and found the complaint that the
Department of Justice had filed on April 13. |

16. On April 21, I received another call from NADN. This call, which was made to
my work phone number, was made by the man I had spoken to on Thursday—the one
who said I would be making so much money by the fall that I would need to incorporate
my business. He started by saying “now don’t get mad, we have to talk,” at which point I
hung up the phone. |

17. On April 26, [ received a call from NADN again. A g;:ntleman name Larry said
that a senior tax person needed to talk to-me. When the “tax person” got on the line he
failed to introduce himself. When I asked for the tax person’s name, he gave it to me
then responded very defensively. He said that he hadn’t liked my tone and wanted to

know why I wanted his name. (The name he gave to me was Tim Frank and phone



number was 877-623-6463, ext 1114). I told him that he knew my name and it seemed
reasonable for me to know who I was talking with. He proceeded to tell me that I had
purchased a hit generator on April 15. I explained to him that I did not, because I had
canceled on the 16" and had called NADN again on the 19" to confirm the cancellation.
I told him that the Mall for All was offering a free 90-day trial for the hit generators. He
claimed to have no knowledge of this. '

18.  When I was adamant about not purchasing a hit generator at this time, he asked
me if I was all done with NADN. He also said that, because I was not purchasing the hit
generator, I will get audited by the IRS. He said that I needed their business plan or their
hit generator. He then hung up on me.

Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing is true

and correct.

Executed on Apri]ﬂ’_z_/\/, 2004.

7%) CMZ//M / i%m 4

EILEEN GELZHISER



IN THE UNITED STATES DISTRICT COURT FOR THE

DISTRICT OF NEVADA

UNITED STATES OF AMERICA, )
)

Plaintiff, )
)
v. )Civil No. CV-S-04B0455-LDG

)
NATIONAL AUDIT DEFENSE NETWORK, )

et. al, )

)

Defendants. )
DECLARATION OF GARY LAHTI

1. 1 am over 18 years of age and am competent to testify to the facts stated below.

2. 1 was initially contacted by NADN in October, 2003. | paid NADN $200 to prepare my
2003 federal income tax return and to prepare my will. ‘

3. NADN continued to contact me to purchase a website business known as Mallforall.
NADN promised me that if | purchased the Maliforall, | would be able to get a $7,000 tax
refund for the 2003 tax year. On October 31, 2003, | decided to purchase the Mallforall
and paid NADN $3,195 with the understanding that | would get a $7,000 tax refund in
the spring. |thought that | was purchasing an internet website.

4. After | purchased the Mallforall for $3,195, | received a promissory note from NADN
in the amount of approximately $7,000. NADN had not to that point told me anything
about signing a promissory note when | purchased the Maliforall-the stated purchase
price was $3,195, not over $10,000. | contacted NADN about the promissory note. They
told | had to contact Oryan the creator of the website. | contacted Oryan, they told me
that | had to sign it if | owned the website business.

5. 1 did not sign the promissory note and sent the unsigned promissory note back to

4



Oryan.

6. | next heard by mail from Oryan Management. | received from Oryan information
about the website and a contract from Oryan. At one point, | contacted Oryan The
Oryan representative that | spoke to was surprised that | had paid $3,195 to NADN for
the website. The Oryan representative said that | paid more than he expected. He
thought it would be more like $2,695.

7. In Febraury 2004, | mailed my tax information to NADN for them to prepare my 2003
federal income tax return. On or about April 15, 2004, NADN sent a prepared tax return
to me, ready for me to sign and then file it with the IRS. | had questions about the way
they had prepared my tax return, so | contacted NADN in order for someone to explain
to me how the return was prepared. No one at NADN could be reached to explain this to
me.

8. The tax return looked correct to me until my accountant and | reviewed the Schedule
C, Profit or Loss From Business, attached to the return. The Schedule C showed that
my Mallforall business had received no income, and the only expense shown was a
$524 "start up cost" deducted as an amortization (on line 48 - other expenses). The
return listed $10,475, presumably the amount | paid for the Mallforall plus the promissory
note that | did not sign, as a start up cost. The $524 amount represents 3 months of a
60-month amortization schedule for the $10,475 figure.

9. We were very disturbed by this amortization entry on my 2003 tax return because |
did not pay $10,475 for the website business. | only paid $3,195. In addition, | thought
that the $3,195 figure was for the purchase of the internet website, not the start-up cost
of a business. No one ever told me that the $3,195 or the promissory note related to
start-up costs.

10. Because NADN had not answered my questions, | went to an outside tax
preparer/accountant who looked at my tax return that NADN had prepared. The tax
preparer told me that the amortization of the $10,475 amount was not legal.

11. 1 was again contacted by NADN on Tuesday, April 26, 2004. Mike Jones from
NADN contacted me on that day and wanted me to purchase from three different levels
with NADN that cost $2,200.00, $3,200.00 or $4,200.00. Mike said the payments would
"legitimize" the business. Mike told me that the website which [ had purchased from
NADN needed to be "marketed" so that the government realizes it is a legitimate
business. :

12. 1told Mike that | had gone to an outside tax preparer/accountant who informed me
that the amortization of the $10,475 amount on my tax return was not legal. Mike
disagreed, and said that it was all fixed. Referring to the government’s lawsuit against
NADN, Mike told me that "NADN has saved taxpayers $324 million. The government is
not happy about it, but it is legal." Mike told me that | would still be able to take a
$5,000.00 credit and a $475.00 credit on my tax return for 2003 (which had already been
prepared by NADN without either of these credits). Mike said that this would be legal.

13. From the sales people in QOctober of 2003 | assumed | would be getting a $7,000.00

refund on my 2003 tax return. However, NADN only claimed a tax deduction in the
amount of $524.00.

4



14. During our discussions, Mike told me that Senator Harkin from lowa had done
something that made this tax credit for Mallforall modifications legal. Mike also told me
that he has a website from which he makes between $1,100.00 and $1,500.00 a month.
[ found this interesting as | have never received any money from my website.

15. On April 26, 2004 | told Mike that | needed to wait to purchase anything else. Mike
told me that the prices were going up the next day, and asked me what credit card |

wanted to use. | gave Mike my check card number for $2,200.00. ! told Mike that | was
not sure | could do this. Mike told me that he would put it on hold until April 28th.
Instead of using a credit card, Mike told me that a check would be better proof of the
expense for the government.

16. Attached hereto is a true and accurate copy of my 2003 federal income tax return
that NADN prepared for me, which includes the amortization credit.

Pursuant to 28 U.S. C. Section 1746, | declare under penalty of perjury that the
foregoing is true and correct.

Executed on Aprit 2F , 2004

Loy ol
OSKRY LAHTI




] Department of the Treasury - Intemal Revenue Service

1 040 U.S. Individual Income Tax Return 2003 1 (99) IRS Use Only - Do not write or staple in this space.
Label For the year Jan. 1-Dec. 31, 2003, or other tax year beginning . ending , OMB No. 1545-0074

Your first name M.l.| Last name Suffix + Your social security no.

(oo s IGARY R|LAHTI | 387-56-5695
on page 19.) If a joint return, spouse’s first name M.l.| Last name Suffix ! Spouse’s social security no.
Use the IRS  JROXANNE J JLAHTI ' 476-68-2298
'S;‘;‘r'wise Home address (number and street). If you have a P.O. box, see page 19. Apt. no. A, mportant!
pleaseprint 1315 S CLARA ST You must enter
or type. City, town or post office State ZIP code your SSN(s) above.
Presidential |JAPPLETON Wi 54915

Spouse

DYes No

Note. Checking "Yes" will not change your tax or reduce your refund.
Do you, or your spouse if filing a joint return, want $3 to go to this fund?

Election Campaign
(See page 18.)

You
» [:]Yes No

Filin 1[:] Single 4DHead of household (.wilth qualifying persen). (See
g 2[X] Married filing jointly (even if only one had income) page 20.) If the qualifying person is a child but not
Status 3[:] Matrried filing separately. Enter spouse’'s SSN above your dependent, enter this child’s name here.
and full name here. » : .
Check only > ' First name Last name SSN
one box. First name Last name SDQualifying widow(er) with dependent child. (See page 20.)
6 aYourseIf. If your parent (or someone else) can claim you as a dependent No. of boxes checked
Exemptions on his or her tax return, do not check box 8a. on 6a and 6b 2
bSpouse ey No. of children
¢ Dependents: (2) Dependant's (3) Dependents “ \/il'qual- on 6c who:
- social security number relationship itying child for . hyed w!th you 0
(1) First name Last name N to you child tax credit « did not five with you
1t more than five 0 due to divorce or
separation 0
dependents, see 0 Devandents on &
Fage 21. 8 notp:nterad above 0
] Add numbers on 5
d Total number of exemptions claimed lines above »
income 7 Wages, salaries, tips, etc. AttachForm(s)Ww-2 . . . . . ... ... .. ... ... 7 71,859
Attach 8 a Taxable interest. Attach Schedule B if required e . . .| Ba 21
Forme W-2 and b Tax-exempt interest. Do not include on line 8a . ] 8b | o W
W-2G here. 9 a Ordinary dividends. Attach Schedule B if required . . . . e . . .. .1 9 0
Also attach b Qualified dividends (see page 23) . b | ol 77
Form(s) 1098-R 10 Taxable refunds, credits, or offsets of state and Iocal income taxes (see page 23) . .10 0
‘L::";:":s 11 Alimony received . e e 11 0
) 12 Business income or (loss). Attach Schedule C or C EZ .. . 12 524
f you did not 13 a Capital gain or (loss). Attach Sch. D if required. If not required, check here » D 13a 0
Jeta W-2, b If box on 13a is checked, enter post-May 5 capital gain distributions . [ 13bJ OI V///A
see page 22. 14 Other gains or (losses). Attach Form 4797 e i 1 0
15 a IRA distributions .. N . 15a 0 b Taxable amount (page 25) .| 15b C
16 a Pensions and annuities 16a 0 b Taxable amount (page 25) .| 16b C
inclose,butdo 17  Rental real estate, royalties, partnershxps S corporations, trusts, etc. Attach Schedule E 17 0
ot attach, any 18 Farmincome or (loss). Attach Schedule F 18 0
yayment. Also, 18 Unemployment compensation . . . . . e e e e e e 19 Q
slease use 20 a Sccial security benefits . . {20a] ol | b Taxable amount (page 27) . | 20b 0
orm 1040-V. 21 Otherincome. List type and amount (see page 27) ... _
3 21 Q
22 Add the amounts in the far right column for linas 7 ;hr‘oh-gh 21. This is your TOTAL INCOME .. . » 71,326
23 Educator expenses (see pags 232) 23 of ¥
Adj usted 24 |RA deduction (see page 29) . 24 0 ///
~ 25 Studentloan interest deduction (see page d1) 25 0 /
\aross 26 Tuition and fees deduction (see page 32) 26 0 %
Income 27 Moving expenses. Atlach Form 3903 C 27 0 7
28 One-half of self-employment tax. Attach Schedule SE 28 0 /
29 Ssif-employed health insurance deduction (see page 33) 29 ol ¥ /
30 Self-employed SEP, SIMPLE, and quaiified plans 30 0 / ]
31 Penalty on early withdrawal of savings . . 431 0 /
32 a Alimony paid b Recipient's 85N » 32a 0 /,A
33 Addiines23through32a . . . . . .. ..o 33 0
34 Subtract line 33 from line 22. This is vour adjusted gross income > 34 i 71,356

HTA) For Disclosure, Privacy Act, and Paperworic Reduction Act Notice, see page 77. Form 1040 (20C3)



‘orm 1040 (2003) GARY R and ROXANNE J LAHT] 387-56-5695 Page 2
lax and 35 Amount from line 34 (adjusted gross income) e e e e . ] 35 71,356
redits 36 a Check You were born before January 2, 1939, DBlind. } Total boxes /%
\t:d":;::n if: DSpouse was born before January 2, 1939, DBlind. checked » 36a /
- b If you are married filing separately and your spouse itemizes deductions, or /
People who | _ you were a dual-status alien, see page 34 and check here . » 36b D %
neckedany 37  |temized deductions (from Schedule A) or your standard deductlon (see left margm) . .1 87 12,256
oxon e | 38 Subtract line 37 from line 35 : 38 59,100
ho can be 39 Ifline 35is $104,625 or less, muitiply $3 050 by the total number of exemptlons T
aimedasa claimed on line 6d. If ling 35 is over $104,625, see the worksheet on page 35 . . 39 6,100
fg;’;‘;znga 40 Taxable income. Subtract line 39 from line 38. If line 39 is more than line 38, enter -0- 40 53,000
’ ’ 41 Tax (see pg 36). Check if any tax is from; E]Form( s)8814 b DForm 4972. . . .. 1 4 7,254
All others: 42 Alternative minimum tax (see page 38). Attach Form 6251 Co. .| 42 0
ingle or 43 Addlines 41 and 42 . . . . » [ 43 7,254
larried fiting 44 Foreign tax credit. Attach Form 1116 if requ:red . 44 0 /
ip;xsrgtely, 45 Credit for child and dependent care expenses. Attach Form2441 . . . . | 45 0 /
' 46 Credit for the elderly or the disabled. Attach Schedule R 46 0
larried filing 47 Education credits. Attach Form 8863 47 0 /
intly or 48 Retirement savings contributions credit. Attach Form 8880 48 0 /
i‘;‘a‘gﬁ 49 Child tax credit (see page 40) 49 0 /
3500 50 Adoption credit. Attach Form 8839 e e e e 50 0 /
51 Credits from: a [_JForm 8396 b[ JFormesse . . [ 51 0 /
f::eﬁgl " 52 Other credits. Check applicable box(es):  a [_]Form 3800 V//% /
7,000 b [_]Form 8801 c [_]Specify 52 0 %
53 Add lines 44 through 52. These are your TOTAL CREDITS .. | 53 0
54 Subtract line 53 from line 43. If line 53 is more than line 43, enter -0- . | 54 7,254
55 Self-employment tax. Attach Schedule SE . 55 0
)ther 56 Social security and Medicare tax on tip income not reported to employer Attach Form 4137 ...... 56 0
‘axes 57 Taxon qualified plans, including [RAs, and other tax-favored accounts. Attach Form 5329 if required . . . . . . . 57 0
- 58 Advance earned income credit payments from Form(s) W-2 58 0
59 Household employment taxes. Attach Schedule H . 59 0
60 Add lines 54 through 59. This is your total tax . e e e e e . ... Pl BO 7,254
'‘ayments 61 Federal income tax withheld from Forms W-2 and 1099 61 7,271 7
62 2003 estimated tax payments and amount applied from 2002 return . . . .| 62 0 /
you have a 63 Earned income credit (EIC) 63 0 /
::Iclfg'mg ehid, 64 Excess social security and tier 1 RRTA tax withheld (see page 56) 64 0 /
shedule EIC. 65 Additional child tax credit. Attach Form 8812 . 65 0 /
66 Amount paid with request for extension to file (see page 56) .. 1 66 0 /
67 Other payments from:  a [::]Form 2439 b|{ |Form4136 /) /
c[ JForms8ss . . . . . . .. ... .. ... 67 0 %
68 Add lines 61 through 67. These are your TOTAL PAYMENTS . . . b| 68 7,271
iefund 69 If line 68 is more than line 60, subtract line 60 from line 88. This is the amount you overpald ...... 69 17
rect deposit? 70 a Amount of line 69 you want REFUNDED TO YOU . N /70a 17
se page 56 and » b Routing number ]> c Type: DChecking ) DSavings /
in700,70c,  »  d Account number [ | /
a7ed. - 71 Amount of line 69 you want applied to your 2004 estimatedtax . . . . b] 71 J Ol 4
mount 72  Amount you owe. Subtract line 68 from fine 60. For details on how to pay, see page 57 . . . . . > 72 0
ou Owe 73 Estimated tax penalty (see page 58) 73 ol 7777777
hird Party Do you w?nt to allow another person to discuss this return with the IRS (see page 58)? DYes..Qom.plete the following. [ZINO
esignee Designee's Phone Personal identification
name » no. » number (PIN) »
‘ign Under penaltias oi pe.uiy, + declare that | have examined this return and accompanying schedules and statements, and to the best of my knowiedge and
ere belief, they are true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all information of which preparer has any knowiedge.
int return? Your signature Date Your occupation Daytime phone no.
o page 20 COIL WINDER
;y‘)our > Spouse’s signature. [f a joint return, both must sign. Date Spouse's occupation Home phone no.
cords. PURCHASING (920) 739-6980
Preparer's W Date Check if Praparer's SSN or PTIN
aid signature W 4/10/2004 _[seif-employed P00238558
reparer’s Firm's name (or NATIONAL AUDIT DEFENSE NETWORK EIN 88-0352500
‘'se Only yours if self-employed), ’ 4340 SOUTH VALLEY VIEW BLVD STE 230 Phone no. 800-486-4108
address, and ZIP code LAS VEGAS State NV ZIP code 89103

Form 1040 (2003)



SCHEDULE A Schedule A - ltemized Deductions OMB No. 1545-0074
(Form 1040) 2003
Department of the Treasury Attachment
internal Revenue Service (99){ P Attach to Form 1040. »_See Instructions for Schedule A (Form 1040). Sequence No. 07
Name(s) shown on Form 1040 Your social security number
GARY R and ROXANNE J LAHTI . 387-56-5695
Medical Caution. Do not include expenses reimbursed or paid by others. W/A %
and 1 Medical and dental expenses (see page A-2) . e 1 1 1,978 /
Dental 2 Enter amount from Form 1040, line 35. L2 | 71 ,356[ v 7,
Expenses 3 Multiply line 2 by 7.5% (.075) 3 5,352 //A
4 Subtract line 3 from line 1. If line 3 is more than Irne 1 enter 0- s 4 0
Taxes You 5 State and local income taxes . 5 4,146 7
Paid 6 PReal estate taxes (see page A-2) . 6 2,917 /
(See 7 Personal property taxes e e 7 130 /
page A-2.) 8 Other taxes. List type and amount > __________ S // /
_____________________________________________ RSSO o
9 Add lines 5 through 8 . L. 9 7,193
Interest 10 Home mortgage interest and points reported to you on Form 1098 10 4,833 %
You Paid 11 Home mortgage interest not reported to you on Form 1098. if paid % /
(See to the person from whom you bought the home, see page A-3 / /
page A-3.) and show that person’s name, identifying no., and address  » / /
NI e e e e e e e e / /
AGOIOS % %
Note. TIN 11 /
Personal 12 Points not reported to you on Form 1098. See page A-3
interest is for special rules 12 0 /
not 13 Investment interest. Attach Form 4952 if requrred (See /
deductible. page A-4.) . . . . e I k< 0 %
14 Addlines 10 through 13 e e e 14 4,833
Gifts to 15 Gifts by cash or check. If you made any grft of $250 or 7//4 7
Charity more, see page A-4 . . . . Ce 15 80 /
If you made a 16  Other than by cash or check. If any glft of $250 or more, 7/ /
gift and got a see page A-4. You must attach Form 8283 if over $500 . . . . | 16 150 /
benefit for i, 17 Carryover from prioryear . . . . . . . « .« . . . . ... |17 0 /
seepageA-4. 4  Add lines 15 through 17 . |18 230
Casualty and .
Theft Losses 19 Casualty or theft loss(es). Attach Form 4684. (See page A-5.) . . 19 0
Job Expenses 20 Unreimbursed employee expenses - job travel, union W r/
and Most dues, job education, etc. Attach Form 2106 / /
Other or 2106-EZ if required. (See page A-5.) » __ . / /
Miscellaneous S % :
Deductions ] 7 O R 0 /
21 Taxpreparationfees . . . . N A 120 /
(See 22 Other expenses - investment, safe deposrt box etc Llst % /
page A-5.) type and amount » _____ S / /
_____________________________________________ ST 7 /
_____________________________________________ N I > 0 /
23 Addlines 20through22 . . . . . e e e 23 120 /
24 Enter amount from Form 1040, line 35 . I 24 l 71 3561 7// /
25 Multiply line24 by 2% (.02) . . . . . 25 1,427 /ﬂ
26  Subtract line 25 from line 23. If line 25 is more than I|ne 23 enter -0- C 26 0
Other 27 Other - from list on page A-6. List type and amount » 7/
Miscellaneous S ///
Deductions ' 3 0 |27 0
Total 28 s Form 1040, line 35, over $139,500 {over $69,750 it married filing separately)?
ltemized .No Your deduction is not limited. Add the amounts in the far right column
Deductions for lines 4 through 27. Also, enter this amount on Form 1040, line 37. > 12,256
[ JYes. Your deduction may be limited. See page A-6 for the amount to enter. ////////Z'
For Paperwork Reduction Act Notice, see Form 1040 instructions. Schedule A (Form 1040) 2003
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SCHEDULE C Profit or Loss From Business OMB No. 1545-0074
(Form 1040) (Sole Proprietorship) 2 O 0 3
Department of the Treasury »  Partnerships, joint ventures, etc., must file Form 1065 or 1065-B, Attachment

Internal Revenue Service  (99)]  » Attach to Form 1040 or 1041.  » See Instructions for Schedule C (Form 1040). Sequence No. 09
Name of proprietor Social security number (SSN)

GARY R LAHTI 387-56-5695

A Principal business or profession, including product or service (see page C-2 of the instructions) B Enter code from pages C-7, 8, & 9
ELECTRONIC SHOPPING AND INFORMATION SERVICES - 454111

C Business name. !f no separate business name, leave blank. D Employer iD number (EIN), if any
MallForAll.com/28031

E Business address (inciuding suite or roomno.) »™ 1315 SOUTH CLARA STREET

City, town or post office, state, and ZIP code APPLETON Wi 54915
F  Accounting method: (1) Cash 2 DAccrual (3) DOther (specify)  » .
G Did you "materially participate” in the operation of this business during 20032 If "No," see page C-3 for limit on losses . Yes DNO
H If you started or acquired this business during 2003,checkhere . . . . . . . . . . . . . . . .. .. ... >
Income ‘
1  Gross receipts or sales. Caution. If this income was reported to you on Form W-2 and the
“Statutory employee” box on that form was checked, see page C-3 and checkhere . . . . . » D 1 0
2 Returns and allowances e . . 2
3 Subtract line 2 from line 1 . 3 0
4 Cost of goods sold (from line 42 on page 2) 4 0
5 Gross profit. Subtract line 4 from line 3 .. 5 0
6 Otherincome, including Federal and state gasoline or fuel tax credlt or refund (see page C 3) 6 0
7 Grossincome. Addlines5and6 . . . . . s . »>! 7 0
Expenses. Enter expenses for busmess use of your home only on hne 30
8 Advertising. . . .. 8 19 Pension and profit-sharing plans
9 Carand truck expenses 20 Rent or lease (see page C-5): 7
(seepageC-3) . . . . . . 9 0 a Vehicles, machinery, and equipment. | 20a 0
10 Commissions and fees . . . 10 b Other business property . . . . . .| 20b 0
11 Contract labor "21. Repairs and maintenance . . . . .| 21
(seepageC-4). . . . . . 11 22 Supplies (notincluded in Part lil) . . | 22
12 Depletion . . . . 12 23 Taxesandlicenses . . . . . . . | 23 » 0
13 Depreciation and section 179 24  Travel, meals, and I
expense deduction {not included entertainment:
in Part lil) (see page C-4) . 13 0 aTravel . . . . . . . ... .. . 24a 0
14  Employee benefit programs b Meals and
(otherthanonline 19) . . . 14 entertainment 0
15  Insurance {other than health) 15 c E‘;ea'r:g::f;‘fc"
16 Interest: . ’ cluded on line 24b - 50%
a Mortgage (paid to banks, etc.) 16a ] (see page C-5) . 0
b Other . . . . . . . l16b d Subtract line 24c from line 24b 24d ol
17 Legaland professmnal 25 Utilites . .-. . . |25
services . . . . . . . . 17 26 Wages (less employment credlts) . 26 0
27 Other expenses (from line 48 on
18 Office expense . . . 18 page2) . . . . L 27 524
28 Total expenses before expenses for business use of home. Add lines 8 through 27 in columns .»! 28 524
29 Tentative profit (loss). Subtract line 28 from line 7 . . . e - -524
30 Expenses for business use of your home. Attach Form 8829 e e e e e e e e 30 0
31 Net profit or (loss). Subtract line 30 from line 29.
* |f a profit, enter on Form 1040, line 12, and also on Schedule SE, line 2 (statutory employees,
see page C-8). Estates and trusts, enter on Form 1041, line 3. 31 -524

* If aloss, you must go to line 32.
32 |fyou have a loss, check the box that describes your investment in this activity (see page C-6).

* {f you checked 32a, enter the foss on Form 1040, {ine 12, and also on Schedule SE, line 2 32a AII investment is at risk,
(statutory employees, see page C-6). Estates and trusts, enter on Form 1041, iine 3.
* If you checked 32b, you must attach Form 6198. 32b [_|some investment is
not at risk.
For Paperwork Reduction Act Notice, see Form 1040 instructions. Schedule C (Form 1040) 2003
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Schédule C (Form 1040) 2003 GARY R LAHT! : 387-56-5695 Page 2
" Cost of Goods Sold (see page C-6)

33  Method(s) used to A

value closing inventory: a[__—]Cost bD Lower of cost or market cDOther attach explanation)
34  Was there any change in determining quantities, costs, or valuations between opening and closmg invento

"Yes," attach explanation . I't]Yes DNO

35 Inventory at beginning of year. If different from last year's closing inventory, attach explanation . . 35
36 Purchases less cost of items withdrawn forpersonaluse . . . . . . . . . . . . . . . .. 36
37 Costof labor. Do not include any amounts paidtoyourself . . . . . . . . . . . . . . .. 37
38 Materialsandsupplies . . . . . . . . . o L L0 e e e e e e e e e e 38
39 Othercosts . . . . . . . . v e e e e e e e e e e e e e e e e e e 138
40 Addlines35through39 . . . . . . . . . . o o L e s e e e e 40 0
41 inventoryatendofyear . . . . . . . . . . 00 0w e e e e e e e e 41
42  Cost of goods sold. Subtract line 41 from line 40. Enter the result here and on page 1,line4 . . 42 0

ETs 4Vl Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on
line 9 and are not required to file Form 4562 for this business. See the instructions for line 13 on page

C-4 to find out if you must file Form 4562.

43  When did you piace your vehicle in service for business purposes? (month, day, year) »

44  Of the total number of miles you drove your vehicle during 2003, enter the number of miles you used your vehicle for:

a Business ... 0 bCommuting __________ . __...._..0 cOther ___________ | 0
45 Do you (or your spouse) have another vehicle available for‘personal use?. . . . . . . ... ... DYes DNo
46  Was your vehicle available for personal use during off-duty hours? . . . . . . . . . . . . . . .. [:]Yes DNO
47 a Do you have evidence to support your deduction? . . . . . . . . . . . .. ..o DYes [:]No

b If"Yes,"is the evidence written? . . . . C. . . . DYes DNo

Other Expenses. List below business expenses not included on lines 8-26 or line 30.

From Form 4562 - Amortization 524

48 Total other expenses. Enter here andonpage 1, line27 . . . . . . . . . . . . . . . . . 148 524
Schedule C (Form 1040) 2003




Depreciation and Amortization

OMB No. 1545-0172

o 4562

(Including Information on Listed Property)

epartment of the Treasury
temnal Revenue Service

> See separate instructions. P Attach to your tax return.

2003

Attachment

Sequence No. 67

lame(s) shown on return Business or activity to which this form relates

3ARY R LAHTI ELECTRONIC SHOPPING AND INFORMATION SERVIC|387-56-5695

ldentifying number

Election To Expense Certain Property Under Section 179
Note: If you have any listed property, complete Part V before you complete Part |.

1 Maximum amount. See page 2 of the instructions for a higher limit for certain businesses 1 100,000 -
2 Total cost of section 179 property placed in service (see page 2 of the instructions). 2 0
3 Threshold cost of section 179 property before reduction in limitation . 3 400,000
4 Reduction in limitation. Subtract line 3 from line 2. If zero or less, enter -0- 4 0
5 Dollar limitation for tax year. Subtract line 4 from line 1. If zero or less, enter -0-. If marned fllmg
separately, see page 2 of the instructions L . . S 100,000
{a) Description of property (b) Cost (business use only) (c) Elected cost //
B
0 0
7 Listed property. Enter the amount from line 29 . e e e e .17 0 ////
B Total elected cost of section 179 property. Add amounts in column (c),lines6and 7 8 0
9 Tentative deduction. Enter the smaller of line 5 or line 8 9 0
0 Carryover of disallowed deduction from line 13 of your 2002 Form 4562 . 10 0
1 Business income limitation. Enter the smaller of business income (not less than zero) or Ilne 5 (see mstructlons) 11 0
2 Section 179 expense deduction. Add lines 9 and 10, but do not enter more than line 11 . N 12 0
3 Carryover of disaliowed deduction to 2004, Add lines 9 and 10, less line 12 »13] o7
lote: Do not use Part Il or Part lll below for listed property. Instead, use Part V.
Special Depreciation Allowance and Other Depreciation (Do not include listed property.)
4 Special depreciation allowance for qualified property (other than listed property) placed in
service during the tax year (see page 3 of the instructions) . . 14 0
5 Property subject to section 168(f)(1) election (see page 4 of the lnstructlons) . {15
6 Other depreciation (including ACRS) (see page 4 of the instructions) . . . . .1 16 0
MACRS Depreciation (Do not include listed property.) (See page 4 of the lnstructlons)
Section A
7 MACRS deductions for assets placed in service in tax years beginning before 2003 17 0
8 If you are electing under section 168(i}(4) to group any assets placed in service during the tax
year into one or more general asset accounts, check here . > D /
Section B - Assets Placed in Service During 2003 Tax Year Using the General Depreciation System
(b) Month and | (c) Basis for |(d) Recovery (e) f) (9)
(a) Classification of property year placed depreciation period Convention Method Depreciation
in service (business/investrnant) deduction
9 a 3-year property 7/ 0
b 5-year propery 0
c 7-year propenty 4]
d 10-year propery 0
e 15-year property 0
f 20-year propenty / 0
_ g 25-year properny - A 25 yrs. S/L 0
h Residential rental 27.5 yrs. MM S/L 0
property 27.5 yrs. MM S/L
i Nonresidential real 39 yrs, MM S/L 0
propeny MM S/l
- Section C - Assets Piaced in Service During 2003 Tax Year Using the Alternative Depreciation System
0 _a Class life ////// SiL 0
b 12-year / 12 yrs. S/L 0
c 40-year 40 yrs. MM S/iL 0
Summary (see page 6 of the instructions)
1 Listed property. Enter amount from line 28 . 121 0
2 Total. Add amounts from line 12, lines 14 through 17, llnes 19 and 20 in column (g), and Ilne 21
Enter here and on the appropriate lines of your return, Partnerships and S corporations - see instructions 22

3 For assets shown above and placed in service during the current year, enter the portion
of the basis attributable to section 263A costs .

23

or Paperwork Reduction Act Notice, see separate instructions.
TA)

Form 4562 (2003)



“orm 4562 (2003) GARY R LAHTI

387-56-5695

Page 2

property used for entertainment, recreation, or amusement.)

Note: For any vehicle for which you are using the standard mileage rate or deducting lease expense, complete
only 24a, 24b, columns (a) through (c) of Section A, all of Section B, and Section C if applicable.

Listed Property (Include automobiles, certain other vehicles, cellular telephones, certain computers, and

section A - Depreciation and Other Information (Caution: See pags 7 of the instructions for limits for passenger automobiles. )

.24a Do you have evidence to support the business/investment use claimed? DYes DNO 24b If"Yes," is the evidence written? DYES DNO
(a) (b) {c) Business/ (d) (@) Basis for ) (g) (h) (i) Elected
Type of property Date placed investment use Cost or depreciation Recovery Method/ Depreciation section 179
(list vehicles first) in service percentage other basis usiness/investmant) period Convention deduction cost
25 Special depreciation allowance for qualified listed property placed in service during the tax W
year and used more than 50% in a qualified business use (see page 6 of the instructions) . 25 0 %
26 Property used more than 50% in a qualified business use (see page 6 of the instructions):
0.00% 0 0 0
27 Property used 50% or less in a qualified business use (see page 6 of the instructions):
SIL- 7//
S/L- /
0.00% 0 0 SIL- 0 /
28 Add amounts in column (h), lines 25 through 27. Enter here and on line 21, page 1 .| 28 0 //
29 Add amounts in column (i), line 26. Enter here and on line 7, page 1 29 ] 0

Section B - Information on Use of Vehlcles
omplete this section for vehicles used by a sole proprietor, partner, or other “more than 5% owner," or related person. If you provided vehicles to
sur employees, first answer the questions in Section C to see if you mest an exception to completing this section for those vehicles.

30 Totai business/investment miles driven during (a) (b) (c) (d) (e) f
the year (do not include commuting miles - Vehicle 1 Vehicle 2 Vehicle 3 Vehicle 4 Vehicle § Vehicle 6
see page 2 of the instructions) . i
31 Total commuting miles driven during the year
32 Total other personal (noncommuting)
miles driven .
33 Total miles driven dunng the year.
Add lines 30 through 32 . o 0 0 0 0 0
34 Was the vehicle available for personal Yes No Yes No Yes No Yes No Yes No Yes No
use during off-duty hours?
35 Was the vehicle used primarily by a more than
5% owner or related person?
36 s another vehicle available for
personal use? e e e e e
Section C - Questions for Employers Who Provide Vehicles for Use by Their Employees
1swer these guestions to determine if you meet an exception to completing Section B for vehicles used by employees who
‘e not more than 5% owners or related persons (see page 8 of the instructions).
. ; .-, Yes No
17 ‘Do you maintain a written policy statement that prohibits all pérsonal use of vehicles, including commuting,
by your employees? . . . . . . . L o L 00 s e e e e e e e “
18 Do you maintain a written pohcy statement that prohlblts personal use of vehicies, except commutmg, by your employees"
See page 8 of the instructions for vehicles used by corporate officers, directors, or 1% or more owners
19 Do you treat all use of vehicles by employees as personal use? .
10 Do you provide more than five vehicles to your employees, obtain mformatlon from your employees about
the use of the vehicles, and retain the information received? .. .
1 Do you meet the requirements concerning qualified automobile demonstratron use” (See page 9 of the rnstruc‘uons ) .
Note: If vour aiswer to 37, 38, 39, 40, or 41 is "Yes," do not complete Section B for the covered vehicles. % / / / % 7

Amortization

(a) (b) Date {e) (d) (e) ]
Description of costs amortization Amortizable Code Amortization period Amortization for
begins amount section or percentage this vear
2 Amortization of costs that begins during your 2003 tax year (see pg. 9 of the instructions): V////[//A //////// /) / /////////
JSINESS START UP COSTS 10/31/2003 10,475 195~ 5 524
3 Amortization of costs that began before your 2003 tax year .| 43 0
4 Total. Add amounts in column (f). See page 9 of the instructions for where to report .| 44 524

Form 4562 (2003)



o 82

Rev. July 1993)

Jepartment of the Treasury
nternal Revenue Service

Investor Reporting of Tax Shelter Registration Number

» Attach to your tax return.

» if you received this form from a partnership, S corporation, or trust, see the instructions.

OMB No. 1545-0881

Attachment
Sequence No. 71

nvesto:'s name(s) as shown on return
SARY R and ROXANNE J LAHTI

Investor’s identifying number
387-56-5695

Investor's tax year ended
12/31/2003

(a) Tax Sheiter Name

(b) Tax Shelter Registration
Number (11-digit number)

(c) Tax Shelter
Identifying Number

SHOP N 2000/MALL FOR ALL

03022000021

88-0352500

OOINI®D G| [W(N |~

10

General Instructions

Section references are to the Internal
Qevenue Code.

Purpose of Form

Jse Form 8271 to report the tax shelter
‘egistration number the |RS assigns to
sertain tax shelters required to be
‘eqistered under section 6111
"reqgistration- required tax shelters") and
o report the name and identifying
wmber of the tax shelter. This
nformation must be reported even if the
»articular interest is producing net
ncome for the filer of Form 8271, Use
idditional forms to report more than 10
ax shelter registration numbers.

Note: A tax shelter registration num-

ser does not indicate that the tax shelter
or its claimed tax benefits have been
_‘eviewed, examined, or approved by the

~ 'RS.

Who Must File

Any person claiming or reporting any
leduction, loss, credit, or other tax
yenefit, or reporting any income on any
ax return from an'interest purchased or.+
»therwise acquired in a registration-
‘equired tax shelter must file Form 8271.
f you are an investor in a partnership or
in S corporation, look at item G, .
Schedule K-1 (Form 1065), or item C,
Schedule K-1 (Form 11208S). If a tax
shelter registration number or the words
Applied for" appear there, then the
:ntity is a reqistration-required tax
shelter. If the interest is purchased or
rtherwise acquired by a pass-through
:ntity, both the pass-through entity and
ts partners, shareholders, or
yeneficiaries must file Form 8271,

A pass-through entity that is the
‘egistration-required tax sheiter does not
1ave to prepare Form 8271 and give
sopies to its partners, sharehoiders, or
reneficiaries unless the pass-through
antity itself has invested in a
-egistration-required tax sheiter.

In certain cases, a tax shelter that

does not expect to reduce the
cumulative tax liability of any investor
during the 5-year period ending after the
date the investment is first offered for
sale may be considered a "projected
income investment." Such a tax shelter
will not have to register, and thus not
have to furnish a tax shelter registration
number to investors, unless and until it
ceases to be a projected income
investment. It is possible, therefore, that
you may not be furnished a tax shelter
reqgistration number, and not have to
report it, for several years after you
purchase or otherwise acquire your
interest in the tax shelter. If you are later
furnished a tax shelter registration
number because the tax shelter ceased
to be a projected income investment,
follow these instructions. However, you
must file Form 8271 only for tax years
ending on or after the date the tax
shelter ceases to be a projected income
investment.

Note: Even if you have an interest in a
registration-required tax shelter, you do
not have to file Form 8271 if you did not
claim or report any deduction, loss,
credit, or other tax benefit, or report any.
income on your tax return from an
interest in the registration-required tax
shelter. This could occur, for example, if
for a particular year you are unable to
claim any portion of a loss because of
the passive activity loss limitations, and
that loss is the only tax item reported to
you from the sheilter.

Filing Form 8271

Attach Form 8271 to any return on
which a deduction, loss, credit, or other
tax benefit is claimed or reported, or any
income reported, from an interest in a
reqgistration-required tax shelter. These
returns include applications for tentative
refunds (Forms 1045 and 1139) and
amended returns (Forms 1040X and
1120X).

Furnishing Copies of Form

8271 to Investors

A pass-through entity that has invested
in a registration-required tax shelter
must furnish copies of its Form 8271 to
its partners, shareholders, or
beneficiaries.

However, in the case where (a) the
pass-through entity acquired at least a
50% interest in one tax year in a
registered tax shelter (and in which it
had not held an interest in a prior year),
and (b) the investment would not meet
the definition of a tax shelter
immediately following the acquisition if it
had been offered for sale at that time,
the pass-through entity need not
distribute copies of Form 8271 to its
investors. The pass-through entity alone
is required to prepare Form 8271 and
include it with the entity tax return.

Penalty For Not Including
Registration Number on

Return

A $250 penality will be charged for each
failure to include a tax shelter

registration number on a return on which -
it is required to be included unless the
failure is due to reasonable cause.

Specific Instructions
Investor’s ldentifying

Number

Enter the social security number or
employer identification number shown
on the return to which this Form 8271 is
attached.

Investor’s Tax Year Ended
Enter the date the tax year ended for the
return to which this Form 8271 is
attached.

HTA)
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