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Gentlemen: 





Thank you for your time you took to listen to my situation when you attended the The President’s Tax Reform Panel meeting in San Francisco last month.





As I promised at the meeting I would like to give you a brief written overview and some suggestions to avoid similar tragedies in the future. I hope this will help to prevent un-intended consequences and hardships created in the past to small business and their founders.





After serving in the navy and being injured in armed conflict in the Taiwan Straits in 1959 while on the Destroyer USS Duncan during the shelling of the offshore islands of Quimoy and Matsu by Red China. I overcame my disabilities and invented a radar collision avoidance system that was eventually mandated into U.S. and international law. I started a company, Radar Devices Inc. to develop my inventions in 1973.  I demonstrated my invention to the NAVSEA who connected me with John Hopkins University for technical cooperation.  Experts have said my technology would have prevented the Exxon Valdez disaster.  RDI received awards from the National Marine and Electronics Association four years in a row for product innovation for marine safety.    Our customers were the major oil companies including Mobile Oil; Shell Oil; the U. S. Coast Guard; U. S. Navy,  and  NASA to name a few.





In 1982  I began raising funds to develop my inventions in radar and satellite communications through a series of research and development partnerships. The  partnerships were the first public R&D partnerships in California. The funding method passed the risk of R&D as a tax deduction to the investors in line with congressional intent. 











This method was encouraged at the time as part of the tax incentives put in place by Congress for development including natural resource development, such as wind farms and oil drilling after to Arab Oil Crisis. Those incentives also included State and Federal tax credits.   





My program was a multi year program to develop our products.  





Prudential followed my model and was in the process of funding a wide variety high technology products in their tax  incentive programs primarily in alternate energy.  





According to Senator Roth, in, The Power to Destroy, the IRS pressed Congress to repeal those and other tax incentives which were accomplished in the 1986 Tax Reform and Restricting Act. (‘86TRA)   Some of the provisions were unfairly retroactive. 





The effect of the ‘86TRA was immediate and devastating to our business.





We had over 150 engineers and technicians employed in our development programs when funding was cut off.  I had a $3 Million Dollar  57,000 sq. foot specialized engineering and test facility.  I had to cut staff to 1/3 and much of our valuable technology was lost as it has in heads of our valued engineers I could no longer maintain. Over 40 million of invested technology was wasted as it could not be completed





In order for me to keep my company alive, and salvage as much as possible,  I used  the proceeds from savings and a  personal pension plan to attempt to bridge funding so I could shift funding to an equity format.  I was told by my accountants that I had five years to repay the pension plan before incurring a tax penalty.  I had also invested personal funds in alternate energy programs that were promoted prior to the ‘86 TRA





Like many unfortunate tax payers I was caught up in the IRS tax sweep enforcement and abuse that followed the ‘86 TRA as so accurately documented by Senator Roth in The Power to Destroy.  Senator Roth stated in his book that according to the IRS own records they admitted that over 34 percent of seizures were done in violation of tax laws.    I was one of  those poor victims.





The IRS disallowed almost very tax advantaged investment I had made which had passed review by the tax departments of major NASD Brokers.

















The IRS then went after me for money I had borrowed from my pension plan, I believe they thought I had used employee funds rather than my personal plan. As the current IRS USIA wrongly claims.  I really don’t know to this day why I was  so viciously attacked by the IRS as they have refused to give up documentation on my case I have attempted to get FOIA requests and through motions to the District Court without success.





I wrote you (Mr. Rossotti) on several occasions and after there was no response from the FOIA office in order to get some information FOIA released, but I only received heavily redacted copies that I need for my case.  Vital information has been wrongly hidden from me.  However at least I received an answer after contacting your office about months of delays in getting an answer from my FOIA request. 





Without having received any notice at all the IRS seized all my bank accounts and I was unable to make payroll, payroll taxes, or make payment on 22 properties worth over five million including my home of 16 years. 





My business of 20 years was completely destroyed. My wife was so upset she severely abused our son, and filed for divorce. I was eventually granted custody. 





I was forced to file voluntary Chapter 11 in a failed attempt protect my  business  properties, so I could sell off 15 condo units to pay the tax. The IRS rejected all efforts and an offer in compromise to settle the issues. IRS Agent Catalono refused to meet with me with my attorneys and try to come to some accord or compromise.  He told me that, “ The IRS does not cooperate with taxpayers who file bankruptcy.”  The IRS claimed I owed with penalties and interest over $200,000.  My property alone was worth over five million, with over two million of equity, Ten Times the tax claim, not counting the stock equity in my company, but I had no cash as it was all invested in my company, except for IRA plans which I was told by my accountants and attorneys the IRS would not take. 





The IRS took the position that I had no equity in the properties without ever visiting any of them or having any appraisals and asked the court to convert the case to Chapter 7 liquidation, which the court did despite statements from a Century 12 Real Estate broker who had three condo sales out of fifteen units in escrow and tenants who came to court who wanted to buy their own units. I wanted to use the  proceeds to pay the tax. 





The judge paid no attention to me or my tenants and converted the case to Chapter 7 liquidation at the request of the IRS. The judge vacated stays to lenders so they could foreclose on all the properties it taken a life time of hard work to acquire.  











Seeing a lifetime of hard work going down the drain and now in a very bitter divorce and child custody case brought on by the IRS problems, exacerbated by multiple suits from venders, consultants and a bank against my company, who had not filed for protection. I suffered a stroke and heart condition and fell from a roof sustaining a severe back and head trauma, re-injuring old wounds originally sustained while on active duty, rendering me 100 percent disabled.





My attorneys quit, telling me that the IRS was impossible to deal with and there was no funds to pay them.  Due to my physical and mental condition at the time  I  could not represent myself in court.  The case was dismissed.  





Then my stock broker informed me the IRS was about to seize what was left of my life savings in IRA plans. (Again I had received no prior written notice.).  





After meeting with the IRS and pleading with them I needed those funds for my minor son and I to live, (I was 59 and my son was 8 at the time.)   I provided a letter pleading my case and medical documentation from several treating doctors. One Doctor wrote a letter to the IRS  testifying to my disabilities and hardship and he asked the IRS not to take my IRA plans. I presented this information to Agent Lori Han in the Oakland CA office of the IRS. She completely ignored my pleas, and told me she hoped that I would get my disability (that I had applied Social Security Disability  but not received) as she would take that too.  I was so distraught I left the office in tears. I suffered a total breakdown. I had to seek psychotherapy and medication  for Major Depression. 





IRS seized my IRA plans and allowed the State to take the balance of my IRA plans. The state was not totally satisfied and a very small balance has now grown to a huge over $100,000 with added penalties and interest growing every day.  The state periodically hounds me for payment while the sum keeps growing like a monster. While the IRS liens expire in 10 years the State of California just keeps renewing the liens!  My credit is totally ruined, I can’t even get a Mervin’s charge card.  My whole life has been turned upside down, destroyed.  





After seizing the IRA plans, the IRS charged me for early withdrawal penalty, as I was six months shy of being 59 and ½. The IRS has repeatedly tried to take my Social Security Disability… The IRS left my minor son homeless on the streets of Oakland, where I was attacked,  mugged and robbed. This has been an unbelievable nightmare.  























Mr. Rosotti, you asked if I had any assistance from the Taxpayer Advocate.  





The Oakland Taxpayer Advocate Mr. Jack Pasis, was very nice and bent over backwards to help me. He even did some tax research and came up with section 6511(h) for disabled taxpayers.  That section states that any time in a taxpayers life he is disabled the statute of limitations is suspended. I used section this in my arguments with the IRS, but they claimed that a Supreme Court decision  over rode the clear intent of congress as stated in the statute, and limited it to cases hat had happened AFTER the 89 reform act.





How is one to protect and correct abuse of taxpayers who were harmed before the 89 reform act, and the very reasons those reforms were implemented in the first place?





According to Senator Roth, similar provisions for innocent spouse are retroactive, why the different treatment?  Is an innocent spouse more important that a disabled taxpayer?





The Court’s reasoning in the decision was that it would be too much of a burden on the government to respond to all the claims!!!!  IRS friendly court blocked the clear intent of Congress a so clearly stated in the specific language of the statute.  





Mr. Pasis set up meetings with service in conjunction with Congresswoman Barbara Lee.   When we met with Barbara Lee’s representative and IRS representatives in 1991, IRS Agent Wade, gave me a form to submit for a refund of my IRA plans wrongly taken.  After repeated attempts the IRS advocate was eventually to stop the collection against my Social Security, Disability but was totally helpless on the refund of IRA plans.  





Mr. Wade advised me to use a date on my refund claim when I sent a complaint letter to Congressman Dellums in 1998.





I had written to Congressman Dellums after the Senate Finance hearing, thinking that in this changed atmosphere I might have some chance of getting fair treatment.   





The congressional representative and my tax representative and I all believed that at last I would get a refund.   


























My son and I waited in the streets of Oakland living in an old motor home with no utilities or bathroom facilities in grinding poverty for nearly nine long months waiting. I was mugged, my front teeth and left eye were badly damaged, and robbed during my long fruitless wait. 





Finally I got a Denial Letter stating that the date I used was 10 days beyond the statute of limitations.  (The applicable statue states the IRS must respond to a refund request within 30 days, or any such claim must be honored regardless of defects.)  





Wade admits telling me what date to use, rather that the earlier date within the statute when I met Han. in September of 1995, which was within the two year statute.  





I  tried to get copies of my original letter hand carried to Han, in 1995 and the other medical documentation given to Han through FOIA to prove my case.  





The FOIA response indicated there was a meeting on 19 September 1995, however it stated Han kept no notes of the meeting and there were no documents in the file pertaining to that meeting.  





I believe Han destroyed my informal refund claim in violation of the law and written procedures to protect herself and deny my rightful claim.  Such acts according to Senator Roth were common.  





Other notations by Han were of my ex wife and others were redacted which are important to my case, as she was granted innocent spouse without me ever being informed, and could not respond our counter her claims and the IRS wrongfully denies me access.  Not informing the other spouse under these circumstances is a violation of the published regulation.  My former spouse is a CPA hand handled all the bill paying for both my business and personal investments. She hired and supervised all the tax preparation. After things got bad with the IRS before I had any knowledge of the problems, she helped herself to as many assets, stole from my business and my own accounts forging checks,  which I have provided the IRS but they did nothing about it. Before everything came crashing she and filed for divorce just before my bank accounts were levied by the IRS.   





I believe I am the proper innocent spouse in this case. 




















I sent many letters trying to correct the refund date and even filed a new claim form with the correct date fixing the error of Mr. Wade.  The IRS never answered any of my letters even though they were submitted via Congresswoman Lee.





Congresswoman Lee then sent a very strong demand to the IRS to answer my letters.  Congresswoman Lee’s letter also was ignored!.    �   


The IRS claim rejection letter advised me that I had the right to sue for refund in District Court.  I followed their Advise and filed suit.





The IRS then claimed I had no standing to sue as the IRS is a sovereign and there was no subject matter jurisdiction for the court to hear the case!





Before the scheduled hearing, the Court Clerk called me and told me not to come to court and testify. The clerk told me the judge would rule on the papers. (Where is the Due Process? I was not allowed personal testimony and was unable to question the IRS in the presence of the judge.)  





I foolishly though my case was so obvious I would get a favorable ruling.  Judge Walker agreed with the IRS.  The judge did not even respond to the issues in my claim before rendering a one sentence decision.  





It reminded me of the bankruptcy case where the IRS seems to have total authority over the court and taxpayers are screwed.   





I finally realized how compromised the judge was as he was paid by the federal government. The IRS is an agent of the federal government.             The judge’s compensation came from taxes collected by the IRS from taxpayers, so how could he possibly be independent?  





I have now filed an Appeal pro se, but I expect no better treatment from this court system.            





I had never filed a claim for VA benefits for my service connected injuries as I could fend for myself, but did so after the IRS took my IRA plans as I had a young child to raise.  It took seven long years and having to hunt down old shipmates who could verify the claim as all the military records were classified on the operation I was involved in where my ship was under fire from Chinese shore batteries, and buzzed my MIG 15’s.  





I just recently have been granted 100 percent service connected disability. 














My son Danny whom I home studied through high school, is now at UC Berkeley, thanks to the VA, for which I am eternally thankful.  I thank God every day the IRS can not take the VA benefits as they can Social Security, and IRA plans, otherwise I don’t know how I could have survived.


        


When the ‘86 TRA was in its early proposal stages I talked to Representative Pete Stark, who suggested that I address my concerns to Congress, which I did.  The congressional meeting I attended and presented to was poorly attended and only by a few Congressional Aids.  No actual Congressperson attended. 





I proposed, that if the law was going to change, at least projects that were already in progress should be allowed to be completed.  No one in Congress paid any attention.   





Even though Congressman Stark encouraged me to address Congress about my concerns on the effect of small business, I felt sold out when he voted for the proposals in the Act. 





Prudential, who sponsored a number of small companies through their tax advantaged R&D programs abandoned them leaving the companies twisting in the wind.  There were a large number of lawsuits by investors against Prudential. As a result the investment community was afraid to back any of the programs that had commenced with the partnership funding in fear of future litigation.  





The results were that hundreds of millions dollars in worthy energy and technology related projects were lost, wasted.  Drill rigs that had received favorable funding lay idle across the oil patch. Real estate projects failed as there was loss of write offs and equity vanished.  This left the S&L industry in a shambles as investors walked away from projects no longer economically viable.





The taxpayers got screwed again to bail out the Savings and Loan 


Industry, while the banks picked up loan portfolios at pennies on the dollar.





Had there been more thought prior to the 86 Reform Act a huge tragedy could have been averted and perhaps the drilling programs and alternate energy programs encouraged by congress in the early  1980’s would have given our country the blessings of being free from foreign sources of oil. 























Now,  20 years later our President is addressing the same energy issues that are now far more critical to our national economic health.





The huge stock market crash in 1987 where trillions dollars were lost by American investors was a direct result of the poorly thought out provisions of the ‘86TRA, and help from the FED.   





I don’t have numbers, but I would guess that tax collection by the IRS was probably reduced by the poor policies and the economic disaster and collateral damage caused by the ’86 TRA and so viciously implemented by the IRS.  





Poorly thought out provisions later implemented along with the AMT are causing havoc with low income taxpayers who were not originally targeted, and are now unfairly effected due to inflation caused by unrestrained printing of money required to pay for our ever expanding bloated government. This inflation tax is insidious as it destroys the savings of those on fixed incomes. The solution is not more taxes. The solution is less taxes and less government.  Former communist Slovinia is now an emerging success story in Eastern Europe with a nine percent flat tax and a nearly 10 percent growth rate three times the rate in the U.S.  


   


The treatment of employee stock options has done immense damage to small innovative businesses and the employees who traded long hours and low wages for a chance at a better life.  Now many companies have collapsed especially in the Silicon Valley.  The option holders are unfairly taxed on unrealized gains, some loosing their homes and the stress causing families to be destroyed. 





IT is a dirty shame.  In a nutshell, our government eats its own young. 





SUGGESTIONS





I urge you to please be very careful and allow sufficient consideration of disruptions that can be caused without adequate consideration of unintended consequences.





We MUST HAVE REFORM for the many reasons submitted at the hearings. I urge you to listen to the little people, the small business people who are the major employers in this country and where most of our innovations originate.  Please do not kill the goose who has been laying the golden eggs and has made this country great.





On issues on tax collection. IT is basic that:   











The IRS should not be permitted to seize property of a taxpayer without going to a proper, a real court, such as a District Court and without a proper court authorization.     (At least a taxpayer should be given a fighting chance for justice.) 





The IRS should not be allowed to seize Social Security Benefits, 





Taking Social Security of seniors and the disabled is totally repugnant and  an indication of how utterly low the service has become.





The IRS should not be allowed to take IRA plans as these are for the future security of seniors and the loss can cause irreparable hardship.





The provisions for disabled taxpayers as set forth in section 6511(h) should be implemented as per the language in the statute, restoring the retroactive  treatment clearly intended by Congress . 





Senator Roth pleaded in his book that we must be ever diligent concerning the abuse of power by the IRS. Senator Roth warned us the culture within the service would not easily change. He had great hopes for you, Mr. Rosotti, and some of the changes you have implemented such as the Taxpayer Advocate Service have been helpful however,  





FROM MY EXPERIENCE, DEEP WITHIN THE IRS THE CULTURE HAS NOT CHANGED  





May God grant wisdom in your difficult task, so that we can once again have a truly great nation based on sound legal, moral
