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The good faith defense encompasses a 

misunderstanding of the law, not disagreement 

with the law. --Judge Meskill 

The ability of the Government to function could be impaired if persons 

could refuse to pay taxes. --Judge Goettel 

Excuses—what works and what doesn’t 
© Monica Haven 010405 

 
 
 

Inez Morin complained, “It’s just a lot of paperwork.”  Not surprisingly, the Tax Court did not rule favorably.  Others 
contend that our system is based on voluntary compliance and conveniently overlook that “Congress gave the 
Secretary of Treasury the power to enforce the income tax laws through involuntary collection.”  When their 
arguments fail, these recalcitrant taxpayers are dubbed as tax protesters.  Monica Haven, E.A. will recount the 
often humorous and always creative arguments that have been litigated. 
 
 
I. The Philosophy of Protest 
 

 Purpose:  To lodge formal disapproval of public policies and persuade others to support the cause 

 Tax protester seeks validation at the expense of society’s 
welfare 

 
A. Tax Protest Defined 

 Self-centered endeavor to evade tax liability 

 Motivated by greed or anarchy 

 Argued in bad faith 

 Based upon unsupportable positions 
 
 

 
 
B. The Inevitable Outcome 
 

 Judicial mandate to protect tax system for the support of government 

 

The government’s view of the budget is distorted because it 
includes Trust Funds (e.g. Social Security) and because the 
expenses of past military spending are not distinguished 
from nonmilitary spending 

 

 

These revised percentages do not include trust 
funds which are raised and spent separately from 
income taxes.  The practice of combining trust and 
federal funds (the so-called “Unified Budget”) 
began in the 1960s during the Vietnam War and 
makes the human needs portion of the budget seem larger and the military portion smaller.  

“Past military” represents veterans’ benefits.  “Physical Resources” represents emergency 
preparedness and response.  (http://www.warresisters.org/piechart.htm, accessed Jan 4, 2005) 

 Tax protester must lose! 
 

 
 

To the extent that some people are 

dishonest or careless in their dealings with 

the government, the majority is forced to 

carry a heavier tax burden. --John F. Kennedy 

 

http://www.warresisters.org/piechart.htm
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There have always been individuals who, for a variety of reasons, argue that 

various taxes are illegal.  They offer false, misleading, or unorthodox tax 

advice.  Unfortunately, the taxpayer who follows the advice may pay more in 

penalties, interest, and legal fees.  Believe it or not -- a number of individuals 

who market these ideas actually pay taxes.                       --Internal Revenue Service 

 

 
II. The Protester’s Rhetoric 

 
A. “Taxpayers are absolute, freeborn, and natural individuals” 
 

 Protester uses language in IRC § 7701 to prove that a “person” is a non-natural entity and 
therefore not subject to “Tax on Individuals”, but purposefully disregards regulations which 
expand the definition of “person” to include “guardian, committee, trustee, executor, 
administrator, or other.”  

 IRS uses Webster’s Dictionary to establish that a “person” is human. 

 Court employs trade usage to determine that an individual is a “single person or thing, as 
opposed to a group”  

 OUTCOME:  An individual is a “person” subject to tax” (U.S. v Studley:  Convicted of willful 
failure to file, Studley appealed on the grounds that her arrest had been illegal because the 
warrant had been defective; that her detention had been illegal because she had been 
incarcerated overnight before being brought before a magistrate; that she had been denied 
access to jury lists; that the district court had erred when it denied yet another continuance 
motion made on the opening day of trial after she had been repeatedly represented by 
unlicensed attorneys; that the presiding judge should have recused himself; and that she had 
been illegally subjected to criminal prosecution for a violation she contended was covered by 
the civil statute.) 

 
B. “Wages are not Income” 
 

 Labor is not subject to tax since there is 
an equal exchange of value between 
employer and employee and no taxable 
profit.  Protester misquotes case wherein compensation for labor was not regarded as profit.  
(Oliver v Halstead:  Members of the Norfolk Cooperative Milk Producers Association sued to 
enjoin Halstead from receiving a salary for his services as manager.) 

 The court distinguished “profit” from “compensation for labor” to establish that profits could 
not be shared, while compensation for labor could be legally distributed 

C. “Income Tax Is An Unconstitutional Direct Tax” 
 

 Prohibited by Article I, § 9, Clause 4:  “No Capitation, Or Other Direct, Tax Shall Be Laid, 
Unless In Proportion To The Census Or Enumeration Herein Before Directed To Be Taken.” 

 Protester claims that taxes on personal property or on the income from personal property are 
direct taxes.  (Pollock V. Farmers' Loan And Trust Company:  Stockholders alleged that a tax 
on rental and investment income earned by the company was not subject to taxation.  The 
court held that this tax was a direct tax upon the real estate owned by the company and was 
therefore unconstitutional.  BUT the case was overruled!) 

 
D. Other  Arguments 
 

 Claim of Right Doctrine:  
Protesters report their 
wages in full and then to 
claim a deduction of an 
equal amount, thereby 
reducing taxable income to zero based upon misapplication of a code section that applies 
only when income is properly included in one year, but refunded to the payor in a later year. 

 Employment Tax Evasion:  Employers are instructed to discontinue federal wage 
withholdings based on the claim that U.S.-source income is not subject to taxation.  
Protesters fail to acknowledge that the income sourcing mentioned in the statute is relevant 
solely to determine whether taxpayers may claim the foreign tax credit. 
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E. Tactics Employed 
 

 Improper understanding of the word “includes”:  U.S. does not include Indiana (Roop v 
U.S.:  The court ruled that the protester's argument that he was a non-resident alien because 
the U.S. consisted of the District of Columbia and various territories was “patently absurd.”) 

 Assuming the truth of the converse:  If corporate profit is income, all income must be 
corporate profit and so taxes can be assessed on corporate profits only. 

 Burden shifting:  Believing that it would be the duty of various federal officials to set him 
straight if he were incorrect, Jon Luman demanded that Presidents Bill Clinton and George 
W. Bush, Vice Presidents Al Gore and Dick Cheney, U.S. Attorneys General Janet Reno and 
John Ashcroft, U.S. Supreme Court Justice William Rehnquist, IRS Commissioners Margaret 
Richardson and Charles Rosotti, and others refute his claims.  When he did not receive any 
response, Luman concluded that silence was an affirmation of his protest positions.  The DOJ 
disagreed and enjoined Luman from 
selling his tax scam via the internet. 

 Self-representation:  Protesters 
discharge their attorneys and then contend 
unknowing waiver of counsel. 

 Freemanspeak:  Protesters file legal 
briefs full of gibberish and literal 
interpretations of the Bible, the 
Constitution, and the Internal Revenue 
Code.  (Pabon v Commissioner:  Taxpayer presented innumerable unintelligible arguments, 
such as “I demand to see the foundational instrument bearing my bona fide signature 
whereby I knowingly, purposefully and with intent, volunteered into participating in federal 
bankrupt State activity, program, and agency whereby the federal States have a claim to all 
of my God given unalienable rights, and substituted therefore the privileges and legal status 
of a bankruptcy chattel to the federal international banker creditors of the bankrupt 51 federal 
States created by Congress to quietly and without notice overthrow our American de jure 
states.”) 

 Untax Package:  Marketed by the Pilot Connection Society (“TPCS”), it included the U.S. 
Constitution, Psalm 91, a photograph of the organization’s founder suitable for framing, as 
well as a form letter that could be signed and sent to the IRS.  In the letter, which TPCS 
advised should be hand-written  because it “takes 3 to 5 times as long to read,” the protester 
was advised to state that the IRS was “attempting to extort money” without justifying its 
jurisdiction and that the TPCS client was not subject to this jurisdiction in any case.  The 
protester was further advised to revoke his signature on all previously filed tax returns to 
ensure that the IRS could not use earlier returns to prove that he had been aware of his 
obligation to file and pay.  In 1993, the promoters of this scheme were indicted for conspiracy 
to defraud the U.S. and eventually convicted to 
extensive jail terms. 

 
III. Judicial Response 

 

 Often dismissive 

 Occasionally expansive to pre-empt future protests & outline 
history form Article I to 16

th
 Amendment  

 
o Article I grants the “power to lay and collect taxes, duties, 

imposts, and excises…[which] shall be uniform throughout 
the U.S.”  2 types of tax:  (1) direct taxes subject to the 
Rule of Apportionment and (2) duties, imposts and 
excises subject to the Rule of Uniformity 

o Carriage tax, for instance, was held to be a duty, whereas a tax levied upon real estate or slaves 
(which were deemed to be property) was a direct tax subject to apportionment 

How to Annoy the IRS 
 

 Fill out your tax form using Roman numerals 

 Staple the entire right-hand side of your return 
 Never arrange the paperwork in the proper order 

 If you owe money, submit a portion of the amount 

owed in cash 
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Our entire tax system is threatened by the existence of 

tax avoidance techniques. --Barbara Kennelly 

 

When a taxpayer is presented with what would appear to be a 

fabulous opportunity to avoid tax obligations, he should 

recognize that he proceeds at his own peril. --Morton I. Greenberg 

 

Some people don’t know the difference between tax avoidance and tax evasion.  It’s 

really very simple.  The difference is about $10,000 and five years in jail. 

 

o 1894:  Tax on incomes from all classes of property, but because the tax was deemed to be a tax 
upon the property from which the income derived, the 1894 income tax required apportionment 
and was therefore held to be unconstitutional. 

o 16th Amendment, enacted in 1913, 
granted Congress the “power to lay 
and collect taxes on incomes, from 
whatever source derived, without 
apportionment among the several 
States.” 

 
Does the 16

th
 Amendment support or replace Article I? 

 

 If SUPPORT, then the Amendment clarifies that income is taxable 

 If REPLACE, then the Amendment allows Congress to assess only income tax 
 

Constitutional Canons 
 

 Clauses which relate to the same subject should not be construed independently 

 Provisions should be construed so as to suppress the mischief at which they were aimed 

 Grants of power to the federal government should be construed liberally (McCulloch v. Maryland:  
When a cashier at the Bank of the U.S. issued notes on unstamped paper, Maryland sued.  The court 
held that it was unconstitutional to impose a tax because the states had no power to burden the 
operations of the federal government.) 

 
Other Responses from the Bench 
 

 Inconsistent rulings:  The court found that a resident of Florida who voted and filed corporate 
papers in New Hampshire, was actually domiciled in New Hampshire and therefore diversity did not 
apply (Lundquist v. Precision Valley Aviation, Inc.).  On the other hand, the court held that diversity 
did exist where a landlord was sued by his tenants (a French national residing in Louisiana with his 
wife from Mississippi) for installing a two-way mirror in the rental unit.  Although a husband’s alien 
status is traditionally assigned to his wife, the court did not do so in this case (Mas v. Perry). 

 Passing the buck?  An atheist father contended that the word “God” in the Pledge violated the 1st 
Amendment.  Although the parents shared custody, the mother endorsed the religious ideas and 
possessed what amounted to a tie-breaking vote.  The court held that the non-custodial father lacked 
standing (Elk Grove Unified School Dist. v. Newdow).  But where a Congressman alleged that the 
votes authorizing air strikes were invalid, the court dismissed the case because there had not been a 
constitutional impasse (Campbell v. Clinton). 

 No fear of IRS reprisal:  Justice Douglas routinely voted against the IRS to retaliate for one-time 
audit of personal return 

 
IV. Fleeting Victories 
 

 American Airline’s pilot “won” 
his appeal, but case was told that he could not argue that that the income tax was unconstitutional on 
remand and was convicted again (U.S. v Cheek). 

 FedEx pilot “won” when her correspondence with the IRS failed to show criminal intent, but civil 
proceedings continued until she settled for $532,000 plus penalties and interest (Kuglin v Commr.). 

 
V. Conclusion 
 

 The protester’s claims are based upon inadequate interpretations and selective applications. 

 While taxpayers win 29% of the time (http://www.law.wfu.edu/prebuilt/LR_v37n2_3-schneider.pdf, last 
accessed Dec. 2, 2004), the protester’s case will 
always and inevitably be dismissed as frivolous. 

http://www.law.wfu.edu/prebuilt/LR_v37n2_3-schneider.pdf

