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LAS VEGAS, NEVADA; THURSDAY, SEPTEMBER 22, 2005; 9:09 A_M.
--000--
PROCEEDINGS

THE CLERK: All rise.

THE COURT: Thank you. Please be seated.

MR. BOWERS: Your Honor, very briefly.

With the Court®s permission, the Government was kind
enough to grant me till Monday on that motion regarding -- if
the Court doesn”"t mind.

THE COURT: Okay.

MR. BOWERS: Thank you, your Honor.

THE COURT: Any other matters before we bring the jury

MR. IGNALL: Well, we may have one brief matter, your
Honor .
THE COURT: Okay.
(Discussion among counsel.)
(Pause iIn the proceedings.)
MR. SCHIFF: I didn"t know that Mr. Diamond was going
to testify. So I opened up his file. So I just want to give a
note to somebody to have --
THE COURT: Go ahead.
MR. SCHIFF: -- have the office bring the file.
THE COURT: Go ahead.

(Pause iIn the proceedings.)
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MR. IGNALL: I"m sorry. We have one -- sorry about
that, your Honor.
(Pause in the proceedings.)
MR. IGNALL: All right. Your Honor, I think we"re
ready for the jury now.
THE COURT: Okay. Let"s have the witness resume the
stand.
(Pause i1n the proceedings.)
(Michelle Desgrosellier takes the withess
stand.)
THE COURT: Good morning. The jury will be in in a
minute. You can sit down iIf you wish.
(Pause iIn the proceedings.)
THE COURT: It might be a good idea -- Todd, it might
be a good idea if you would move that briefcase off the table.
MR. LEVENTHAL: 1°11 get it, your Honor.
(Jury enters the courtroom at 9:14 a.m.)
THE COURT: Please be seated.
Will counsel stipulate to the presence of the jury?
MR. BOWERS: Yes, your Honor.
MR. IGNALL: Yes, your Honor.
MR. CRISTALLI: Yes, your Honor.
THE COURT: Thank you.
Go ahead, Mr. Ignall.

MR. IGNALL: Your Honor, first matter: The parties
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have reached
numbers i1nto
240, 241, 24

believe that

And, just so the record can reflect, those are records

from the Ban

a stipulation to enter the following exhibit

evidence. They are Exhibit Nos. 238, 239, 239A,

1A, 242, 243, 243A, 244, 245, 245A, 246. And 1

"s the last one.

k of America for, uh, bank accounts in the name of

Irwin Schiff and Freedom Books.

THE
MR.
MR.
THE
MR.
MR.
MR.
THE

MR.

called as a
previously d

follows:

COURT: So stipulate?

CRISTALLI: That"s correct, your Honor.
BOWERS: No problem, your Honor.

COURT: Mr. Schiff?

SCHIFF: No objection.

LEVENTHAL: Yes, your Honor.

SCHIFF: Yes, your Honor.

COURT: Thank you. Same will be received.
IGNALL: Thank you, your Honor.
(Government"s Exhibit Nos. 238, 239, 239A,
240, 241, 241A, 242, 243, 243A, 244, 245,

245A, 246, received into evidence.)

MICHELLE DESGROSELLIER,
witness on behalf of the Government, having been

uly sworn, was examined and testified further as
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DIRECT EXAMINATION (Continued)

BY MR. IGNALL:
Q. Good morning, Ms. Desgrosellier.
A. Good morning.
Q. When we were taking yesterday, | asked you a question. I™m
not sure if we actually got the answer.

When is the last time you spoke with your mother?
A. 1 spoke with her, um, over five years ago now.
Q. All right. Have you been subpoenaed to appear here to
testify?
A. Yes.
Q. Yesterday we talked a little bit about Freedom Books. Do
you know whether Freedom Books was incorporated?
A. Um, no, it was not. It was a d/b/a.
Q. How do you know that?
A. Um, because I -- I mean, it"s everywhere. It was lrwin
Schiff d/b/a Freedom Books.
Q. Did you ever have a discussion with Mr. Schiff about that?
A. No. Just that he wanted it to be, um, doing business as,
therefore, it would not, um, um, tax -- 1 mean, the tax
difference between a d/b/a and a corporation.

MR. SCHIFF: 1 can"t hear her.

THE COURT: Do you want to go over there again?

(Pause iIn the proceedings.)

THE COURT: Is there a seat for Mr. Schiff? Can we get
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one?

MR. CRISTALLI: I got it.

MR. BOWERS: We got one, your Honor --

THE COURT: Okay.

MR. BOWERS: -- right here.

THE COURT: Would you ask that last question again --
BY MR. IGNALL:
Q. I wanted --

THE COURT: -- for Mr. Schiff"s benefit?
BY MR. IGNALL:
Q. -- to know if you knew whether Freedom Books was
incorporated or not.
A. No. It was a d/b/a, doing business as. Irwin Schiff doing
business as Freedom Books.
Q. And did you have a discussion with Mr. Schiff about that?
A. Just for purposes of, um, taxes and whether or not he was,
um, liable to pay income taxes versus --

MR. SCHIFF: Objection. There®"s no foundation.

THE COURT: Foundation. Sustained. Foundation for the
statement that it was for tax purposes. Time, place.
BY MR. IGNALL:
Q. When -- when did you have that conversation? Was it while
you were working at Freedom Books?
A. Yes, when I -- yes. When 1 first um became the office

manager, yes.
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MR. IGNALL: Does that satisfy the foundation, your
Honor?

THE COURT: It does.

MR. IGNALL: All right. Thank you.
BY MR. IGNALL:
Q. Did you ever receive any, uh, funds from -- 1 believe you
said his name was Mr. Thomas in Indiana?
A. Um, yes. He would send me, um, some of the funds that came
from all credit card orders that came in. He was the one who
processed all of the credit cards orders, whether it be
MasterCard, Visa, or, um, of that sort.
Q. And in what form did those funds come?
A. Checks.
Q. Were they all checks or were there any other...
A. No. Always checks.
Q. Did you ever get any cash?
A. Not from Bill Thomas, no.
Q- Do you know if Mr. Schiff was ever on the radio locally?
A. Yes, he was.
Q- During what time period?
A. Um, when I first started there and even when 1 worked there
in 1998 as well he was on the same radio, um, station, KLAV, and
he had a radio program.
Q- Do you know who paid for that radio time?

A. Um, it usually came out of the Freedom Foundation account,
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which would be from, um, any, um, moneys that were collected,
uh, for, uh -- people would just send them in to -- for
donations.
Q. Did you ever hear any other Freedom Books"s employees appear
on the radio show?
A. Yes, several.
Q. Who did you hear?
A. Cheryl Godfrey and my mother.
Q. How often was your mother on the radio show?
A. Um, before I left, my mom became a regular on the show. But
originally when it started, it was Cheryl Godfrey and Irwin —-
Q- All right. And --
A. -- basically.
Q. -- and, again, what was the time period when you left?
A. Um, April of 2000.
Q. Thank you.
MR. IGNALL: May 1 approach the witnhess, your Honor?
THE COURT: You may.
BY MR. IGNALL:
Q- Handing you what we®"ve marked as Government Exhibit 77 and
ask you: Do you recognize Exhibit 777
A. Yes, I do.
Q. What is Exhibit 77?
A. They are copies of deposit slips, um -- let me make sure

here -- (reviewing exhibit) -- all in the Freedom Books"s
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account --

Q. Are they --

A. —- deposits.

Q. -- deposits that you yourself made?

A. (Reviewing documents.)

Yes, they are all in my writing. So, yes, they must
all be from me making these deposits. Yes.
Q. Did you make them during the course of your employment at
Freedom Books?
A. Yes.

MR. IGNALL: At this point, the Government moves into

evidence

MR. SCHIFF: Excuse me. Were those exhibits?

MR. IGNALL: Yeah.

And we move those In -- at this point, the Government
moves in Exhibit 77.

THE COURT: 77. Any objection to 777

MR. SCHIFF: Can 1 see them?

MR. CRISTALLI: Did we stipulate to “em?

(Discussion between counsel.)

MR. SCHIFF: Can I just see them?

MR. CRISTALLI: No, your Honor, 1 don"t have an
objection.

THE COURT: Okay.

MR. SCHIFF: I just want to see them.
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THE COURT: We"ll give you a chance.

MR. SCHIFF: Pardon me?

THE COURT: 171l give you a chance to see "em before I
admit them if...

MR. IGNALL: Do you mind if I show you one?

MR. SCHIFF: Okay. 1 just want to see if...

MR. IGNALL: Yeah.

THE COURT: Mr. Bowers, do you have any objection?

MR. BOWERS: No, I -- I have none, your Honor.

(Discussion between Mr. Ignall and
Mr. Schiff.)

MR. SCHIFF: All the checks are from Freedom Books.
Your Honor, | don®"t understand it.

THE COURT: These are deposit slips.

MR. SCHIFF: Are these the checks that are being
deposited --

THE COURT: They are --

MR. CRISTALLI: No --

THE COURT: -- not checks.

MR. CRISTALLI: -- they are deposits.

THE COURT: Deposit slips.

MR. CRISTALLI: Deposit slips.

MR. SCHIFF: But I want to see the checks that are
being deposited.

MR. IGNALL: Those are in the bank records. You can
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pull those out.
THE COURT: Take a close look.
(Pause in the proceedings.)
(Discussion between Mr. Schiff and
Mr. Cristalli.)
THE COURT: Mr. Schiff, do you have any objection to
777
MR. SCHIFF: No, no.
THE COURT: Okay. It is received.
(Government"s Exhibit No. 77, received into
evidence.)
(Discussion between Government counsel.)
MR. IGNALL: Excuse me.
Oh, yeah, could we publish Exhibit 77 to the jury?
THE COURT: You may.
(Document displayed in open court.)
BY MR. IGNALL:
Q. AIll right. And, if we look at Exhibit 77, the first page
here, uh, what is the amount of the deposit and the date?
A. Um, the total amount is $2,974.52 and the date was, um, 8/3
of 1999.
MR. SCHIFF: Your Honor, what"s the relevance of this
deposit? 1Is it illegal to deposit money to your account?
THE COURT: No.

Relevance, Counsel?



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. IGNALL: The relevance of this is to show the
amount of money that they were making and that Mr. Schiff had
available.

MR. SCHIFF: Your Honor, I1°11 stipulate to whatever
amount of money 1 deposited. 1 told that to the Government.
1*11 stipulate to all that. |I"m not being charged, I don"t
think, with making deposits to my account.

THE COURT: Well --

MR. IGNALL: Well -—-

MR. SCHIFF: 1 will stipulate --

THE COURT: The fact that you stipulate doesn"t mean
that the Government can®"t show it to the jury.

MR. SCHIFF: It"s irrelevant.

THE COURT: Even if you stipulate -- it"s not

irrelevant to the charges.

MR. SCHIFF: 1 will stipulate that Freedom Books and 1

received and deposited whatever amount of money the Government

wants to claim 1 deposited.

THE COURT: Okay. We®"ll get to that stipulation a
little later. |If the Government will total up --

MR. IGNALL: All right.

THE COURT: -- the total amount, we"ll get to that
stipulation.

MR. SCHIFF: My objection --

MR. IGNALL: We may be able to that.

1881
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MR. SCHIFF: My objection --

MR. IGNALL: We"ll talk --

MR. SCHIFF: -- my objection, your Honor, is the jury®s

liable to get this impression that this is illegal what I™m

doing.

THE COURT: Well, they are not going to get the

impression from that alone. But, uh, you can -- you can

certainly stipulate and the Government still will have the right

to

show the jury the amount.
MR. SCHIFF: May 1 make one other objection?
THE COURT: The objection®s overruled.
Go ahead.

MR. SCHIFF: | deposited money in my account. It

doesn"t mean it"s income, taxable income. And that"s the key.

THE COURT: This is part of the Government"s burden of

proof and so it comes in.

MR. IGNALL: 1 only have one more guestion, your Honor.

THE COURT: Yes.

BY MR. IGNALL:

Q. On this exhibit, is that your handwriting that says "'SEE
TAPE"?

A. Yes, it is.

Q. What does that mean?

A. Um, every time that 1 ever made a deposit | made sure to,
um -- 1 had a regular, uh, 10-key calculator that 1 would run a

1882
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tape for every check, money order, and every documentation that
I would receive would go and also be attached to this, uh,
deposit slip so that if there was any question by Ilrwin or
whomever they could check the register tape. And Linda is the
one who trained me to do that as well because that was, um,
Irwin®s -- Irwin had requested that --
Q. All right.

MR. SCHIFF: Okay. Can I --

MR. IGNALL: Thank you.

THE WITNESS: -- that we do that.

MR. SCHIFF: I understand.

What was the purpose of the tape?

THE COURT: The -- the answer was that she was told by
Linda to run a tape on -- recording every check.

MR. SCHIFF: Every check and money order?

THE COURT: Well, she didn"t say that. She said --

MR. SCHIFF: Pardon me?

THE COURT: -- she said check.

THE WITNESS: Check or money order I --

THE COURT: Oh, check --

THE WITNESS: -- think I did --
THE COURT: -- or money order.
THE WITNESS: -- yeah.

MR. SCHIFF: She said money order also.

THE COURT: She did say money order.

1883
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THE WITNESS: Yeah, received, yes.

MR. IGNALL: All right. No further questions, your
Honor. Thank you.

THE COURT: Okay.

MR. IGNALL: Thank you, Ms. Desgrosellier.

MR. CRISTALLI: Your Honor, before I begin, 1 have an
issue that we need to discuss with the Court at sidebar.

THE COURT: Okay.

(Sidebar conference was held as follows:)

MR. CRISTALLI: Um, Judge, I have some concern. There
were a number of checks, um, from the account that we just
stipulated to have come in, um, um, that we have just went
through and are not in the exhibits that we"ve just perused.
Specifically, there"s a check from April 10th, 2000, Check
No. 2645; another check from April 19th, 2000, Check No. 2673;
another check on April 24th, 2000, Check No. 2679. Each one of
those checks are made out to an individual by the name of Perry
Oshiro, O-s-h-i-r-o.

We have, um, a good-faith belief for a number of
reasons. If 1"m not mistaken, Perry Oshiro was an individual
that was identified in the State of Nevada versus, uh, Sandra
Renee Murphy as a drug dealer that supplied heroin to Mr., um,
Ted Binion. Um, 1 also have additional information that he was
a drug dealer that supplied methamphetamine to Ms., uh,

Desgrosellier.
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I would like to have those checks because 1 don"t have
anything to ask her on as it relates to them other than my own
notations.

MR. IGNALL: Well -- 1"m sorry, your Honor -- there are
two points: One, | assume we could probably find them. 1 don™"t
know the answer to that.

MR. CRISTALLI: That"s my only concern.

MR. IGNALL: But, even if we did find them, I"m not
sure 1It"s appropriate to show them to the witness other than
perhaps to refresh her recollection if she doesn"t remember
writing this check. Because it appears to me that what
Mr. Cristalli is attempting to do is to impeach the witness”"s
credibility by saying that she was writing a check to a drug
dealer, 1 assume. And, If he"s doing that, that"s inappropriate
to cross-examine her --

MR. BOWERS: Well, except --

MR. IGNALL: -- for extrinsic evidence.

MR. BOWERS: -- except that she"s going to acknowledge
having used methamphetamine and purchased it on certain
occasions.

MR. IGNALL: But, if Ms. Desgrosellier acknowledges
that she wrote a check to Mr. Oshiro, then I don"t know what the
purpose of introducing that check to her would be.

MR. CRISTALLI: |If she acknowledges it --

MR. BOWERS: If she acknowledges it --
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CRISTALLI: -- that"s fine.
BOWERS: -- there isn"t.

IGNALL: 1If she doesn"t acknowledge it, then maybe

you could use that to refresh her recollection.

MR. BOWERS: Well, sure.

MR. CRISTALLI: That"s fine. That"s all 1 would like
to do.

MR. IGNALL: I don"t know --

MR. SCHIFF: Could 1 --

MR. IGNALL: -- the answer to that.

MR. SCHIFF: When the Government raided my office, we a
whole -- I -- I charged her with embezzlement of over 50,000
bucks. I went to the police. There was a police report, which
they have which 1 found last night. 1 thought that he was gonna

subpoena that. The point is the Government knew from the

records that 1 fired her. She didn"t -- she didn"t --

THE COURT: Don"t raise your voice.

MR. SCHIFF: Well, I"m sorry. 1I"m sorry.

MR. BOWERS: He can"t hear.

MR. SCHIFF: The Government had to know that her
testimony that she quit because -- was false. They had the

police report.

THE COURT: You can cross-examine her if you wish.

MR.

SCHIFF: Well, can I -- can | introduce the

police -- he says | can®t introduce the police report.
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MR.

MR.

THE

MR.

1887

CRISTALLI: No.
COURT: No, you can"t.

BOWERS: You can refresh her recollection with it,

CRISTALLI: No, you actually can"t.

SCHIFF: Pardon me?

CRISTALLI: You cannot use the police report.
SCHIFF: But didn"t you have the police report --
IGNALL: That"s not --

COURT: Yeah.

SCHIFF: Well, I don®"t know. I"m just --
BOWERS: Tell him about that.

COURT: It"s the rule of evidence.

BOWERS: You can take care of this.
LEVENTHAL: I*11 --

SCHIFF: 1 have to --

BOWERS: Mr. Leventhal will explain it to you.

(Sidebar conference concluded and the
following is held in open court:)

(Pause iIn the proceedings.)

CRISTALLI: May 1, your Honor?
COURT: Go ahead, Mr. Cristalli.

CRISTALLI: Thank you.
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CROSS-EXAMINATION
BY MR. CRISTALLI:
Q. Uh, Ms. Desgrosellier; correct?
A. Desgrosellier, yes.
Q. Desgrosellier.

Um, let"s start, um, with your statement yesterday
that -- it was an admission that you were using methamphetamine
while you were at Freedom Books; correct?

A_. Correct.

Q. You actually stated that, | think, one of the reasons why
you were using the methamphetamine was because of the stress and
the long hours that you were putting in at Freedom Books. Is
that true?

A. Yes, that"s true.

Q. Now, Ms. Desgrosellier, that"s actually not true. Um, you
used methamphetamine well before you worked at Freedom Books;
correct?

A. Well, yes.

Q- So the fTirst time that you began using methamphetamine
wasn"t during the stressful times at Freedom Books.

A. 1 never said that 1t was the first time, sir.

Q. Okay. So it"d be safe to say that you used methamphetamine
before you worked at Freedom Books; correct?

A. At one point, yes.

Q. Well, at one point. Ma®"am, isn"t it true that you used
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methamphetamine for a number of years before you worked at

Freedom Books?

A
sir.
0.
A

That is correct. But | started when 1 was 10 years old,
So not by choice necessarily.
Okay .

But 1°ve done a 12-Step Program long before 1 worked at

Freedom Books and Freedom Books is the reason why 1 went back to

methamphetamine.

Q.-
the

A

Q.

Okay. So Freedom Books is the cause of you goin® back to
methamphetamine use; correct?

Just during the time that I worked there, yes.

Just during the time you worked there. Okay.

Well, you testified yesterday that the last time you

used methamphetamine was three weeks ago; correct?

A_. That is correct.

Q. Well, you weren"t working at Freedom Books three weeks ago,
were you?

A. No, I sure wasn"t.

Q. Okay. So there was no stress related to Freedom Books that

caused you to use methamphetamine --

A.

Sir, 1"ve been --

-— on that particular occasion.

-— under subpoena for a long time. 1"ve been under subpoena
a very long time.

So the fact that you"re under subpoena caused you to ingest

1889
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methamphetamine?

A. Um, 1t was part of the reason, yes, in order to deal with
the stress that -- of what 1 am up here doing at this point,
yes.

Q. So you used methamphetamine to deal with the stress that
you"re doing right now today; correct?

A. Correct.

Q. You used methamphetamine when you were trying to deal with
the stress that was going on at Freedom Books; correct?

A_. Correct.

Q. You used methamphetamine to deal with the stress that was
going on with your life prior to your involvement with Freedom
Books?

A. During my childhood, yes.

Q. Okay. Into your adulthood also; correct?

A. Till 1 was -- | did my 12-Step Program, uh, right before I
turned 18, yes.

Q. Now, um, you®"ve been in contact with government agents in
regard to this particular case; correct?

A. Yes, | have.

Q. You"ve been talking to them about your involvement in
Freedom Books; right?

A. Yes.

Q. Been talking to "em about, um, the necessity of you having

to testify against your mother in this particular case; correct?
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A_. Correct.

Q. You know Agent Steiner. True?

A. Who?

Q. Agent Steiner.

A. Yes.

Q. Do you recognize him here in court today?

A. Of course 1 do.

Q. Can you point him out to us?

A. He"s the gentleman sitting on the very end.

Q. Okay. So it would be safe to say that you had a number of
communications with Agent Steiner during the pendency of this
case. True?

A_. Um, conversations, yes.

Q. You-"ve called him, haven"t you?

A. Yes, | have.

Q. Called him as -- you called him back on September 7, 2005,
didn"t you?

A. Um, if that"s the date, yes.

Q. You told him that, um, you wouldn®"t testify in this case
unless the Government would fix your arrest warrants; isn"t that
true?

A. Not in those words, no.

Q. Okay. Did you tell them that the only way you"ll testify is
it they"ll fix your arrest warrants?

A. Not in that -- not in those words, no. |IFf you®d like, 1
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could tell you exactly what I told him, in my words --

Q. Well, did --

A. -- what I told him.
Q. -- well, 171l ask you the question.
A. Okay.

Q. Did you not, ma“"am, say that you did not wanna testify at
trial next week unless the Government can quash your outstanding
traffic warrants?

A. Those were not my exact words, no.

Q. So if the Government --

A. But --

Q. -- so if the Government drafted a document --

MR. IGNALL: Objection, your Honor. |If he"s trying to
impeach with a prior inconsistent statement, he has to give the
witness an opportunity to say what she actually said.

THE COURT: Sustained.

BY MR. CRISTALLI:

Q. Okay. So what did you say -- what did you tell him?

A. | asked -- I had called Adam and -- because 1 could not get
ahold of Sam and 1 called Adam and asked Adam, "Adam, due to the
fact" --

Q. And who is Adam?

A. Adam Steiner.

Q. Thank you.

A. This the first conversation I"ve ever had with Adam on the
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telephone and 1 --
Q. Okay. And who initiated the telephone call?
A. I called him because I could not get ahold of Sam that
evening. 1 --
Q. And who is Sam?
A_ Sam Holland is the other agent who is sitting right next to
him.
Q. Okay.
A. The two that 1 have been in contact throughout this entire
subpoena that 1 have been under.
Q- Okay.
A. So, when 1 spoke with Adam and I had already told him that 1
called Sam"s phone but Sam"s phone -- for some reason I couldn®t
get ahold of him. I had asked him -- 1 did not feel comfortable
coming to court with two federal [sic] traffic warrants: two
county and one city. | had asked them if there was anybody that
they could get me in contact with in order to quash my warrants,
whether it be me myself makin® the phone call or them, whatever
the case may be, iIn order to set up payment plans so that 1
could get my driver®s license back due to the fact that I did
not like transferring -- or traveling back and forth from my
home to the federal building or to the IRS building to do these
statements without a proper driver”s license.

I then stated 1 did not see, you know, that it would be

fair that | do what 1 was about to do, clean and sober --
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because doing what I"m doing today is very difficult for me —-
clean and sober if they -- they had told me they would do what
they could with regard to getting me in touch with somebody to
take care of these things.

Q. Okay. Wwell, we"re just talking about the warrants right
now. Okay?

A. That"s all I"m speaking of is the warrants.

Q. So you wanted the Government to take care of your

outstanding traffic --

A. 1 did not --
Q. -- warrants.
A. —- ask them to take care of them, sir. 1 asked them if they

could get me iIn touch with somebody that 1 could. |If I had to,

do -- take care of them myself, | would do them myself.
Q. Okay.
A. 1 did not tell them to do it for me.

MR. CRISTALLI: May I approach the witness, your Honor?

THE COURT: You may.

MR. CRISTALLI: Thank you.

MR. IGNALL: Objection, your Honor. [I*m not -- well,
111 wait until Mr. Cristalli --

THE COURT: Let"s see what it is.

MR. IGNALL: -- asks his next question. But --

MR. CRISTALLI: Well, I mean, everybody -- the

Government knows what it is. They gave it to me. It"s a --
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MR. IGNALL: Objection, your Honor. She hasn"t said
that she doesn®"t remember something. If she did, then he could
show that to her to refresh her recollection. But otherwise --

MR. CRISTALLI: That"s what I"m doing.

THE COURT: These are not -- these are not verbatim,
these --

MR. CRISTALLI: No, it"s someone else"s.

THE COURT: -- these are 302°s.

MR. IGNALL: It"s a Memorandum of Interview in the IRS.
But the same idea.

THE COURT: Yeah. 1It"s not a -- it"s not a exact
quote. In fairness --

MR. CRISTALLI: Okay.-

THE COURT: -- it"s not. 1 don"t think you can even
use It to impeach her because her -- her testimony Is not --

MR. CRISTALLI: Well, I certainly can put Agent Steiner

on the stand

THE COURT: You certainly can.

MR. CRISTALLI: -- ask him if he generated this
document.

THE COURT: You can.

MR. CRISTALLI: Okay.

THE COURT: Absolutely.

MR. CRISTALLI: Thank you.

1895



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

BY MR. CRISTALLI:
Q. Okay. Let"s go on a little bit then.

Um, during the conversation you had with Agent Steiner,
did you also tell him, in addition to asking him for assistance
in quashing your arrest warrants, did you also ask him for help
with an IRS tax refund wherein you indicated that the IRS owes
you $7,000 and has only paid you $800? Did you ask for
assistance with regard to that?
A. No. 1 asked for the assistance of a phone number for me to
get in contact with somebody because | was told by Sam that he
may know of somebody that I could get ahold of to discuss the
situation with that person because they have no -- Sam told me
that he is just like everybody else.
Q. Who 1s Sam?
A. Sam Holland.
Q. Okay.

A. Who my phone conversation would have been with iIf he would

have answered the phone; however, I was unable to get ahold of
him.
Q- Okay.

A. Therefore, speaking with Adam 1 said, ""Sam had mentioned to
me one time he may know somebody that 1 can get in touch with
that could help me with the IRS issue at hand." Therefore, that
was what 1 was asking was that phone number of that person to

the Taxpayer Advocate Office in order to get ahold of that
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person myself to take care of an issue. Yes.

Q. Okay. But you asked them for assistance with regard to
getting an IRS refund back; correct? And you asked them for --
you didn"t ask them for -- can | have a name for somebody to
assist me; you asked they them directly can you assist me with
this. And they said, well, we can maybe get you in touch with
somebody; correct?

A. No, incorrect.

Q. Okay. So, iIf Agent Steiner got up there and said somethin*
different, he would be incorrect; right?

A. 1'm telling you that Sam had --

Q. I asked you a question.

IT Agent Steiner got up there and said somethin*
contrary to what you®"re testifying to today, he would be wrong
and you would be right. Is that what you®"re telling me?

A. Yes, because I was crying --

Q. Okay.

A. -- on the telephone and 1 know --

Q- That"s all I"m asking.

A. —-- what I said and maybe he didn"t correctly hear me.
Q. That"s all I™m asking.

Ma®"am, did you also state to Agent Steiner that iIf the
Government could not fix these problems you will not testify at
trial?

A. 1 did not say -- | did not say the Government to fix them.
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Q. Okay. So, if Agent Steiner was to testify that that"s what
you said --

MR. IGNALL: Objection. He can ask whether she said it
or whether she didn"t say it.

THE COURT: Correct.
BY MR. CRISTALLI:
Q- You didn"t ask -- you didn"t ask him that?
A. What"s that? 1°m sorry.
Q. You didn*t ask him to -- you didn"t say if they -- the
Government didn"t Ffix your problems you weren"t gonna testify?
A. | said if they would not give me what it is that they had
told me they could offer me, which was a phone number for
somebody for the Taxpayer Advocate Office --
Q. Okay.
A. -- as well as somebody that, um...
Q. Who is gonna fix your warrants.
A. No. A phone number for -- not somebody -- will you please
stop putting words in my mouth?

THE WITNESS: 1"m sorry --
BY MR. CRISTALLI:
Q. I™m not putting --

THE WITNESS: Your Honor --
BY MR. CRISTALLI:
Q. -- words in your mouth.

THE WITNESS: -- I"m sorry. But if --
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BY MR. CRISTALLI:
Q. I™m asking you a question.
A. Yes, you are. You"re putting words in my mouth.

THE COURT: Let her finish.

Go ahead.

THE WITNESS: A phone number in which I could get in
touch with somebody to squash my warrants in order to get my
driver®s license back.

BY MR. CRISTALLI:

Q. Who are you gonna get in touch with to quash your warrants,
a lawyer? Is that what you"re talking about?

A. No, sir. Maybe somebody at the court that could just fix me
up with, um, payment plans because 1 know how it works. [1"ve
been through --

Q. Wwell, how does --

A. —- traffic tickets where you can go down to the court
instead of having to go down, sit down there with my
four-year-old son all day long and take the bus all the way down
to the court system -- 1 would like to not put my son through
that as well -- draw a number.

I wanted to find out if it was possible to overstep
that and go ahead and have a phone number to have the warrants
squashed and set up payment plans over the phone possibly
because I know that this is possible.

Q. So, in exchange for your testimony, you wanted the



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Government to assist you with your, um -- assist you in

information in regard to correcting your warrant problems;

correct?

A_. Incorrect.

Q- Okay.

A. Sir, I"m under a subpoena. |1 didn"t -- there was no

exchange for anything.

Q. You asked --

A. 1 had asked them --

Q. -- you asked them for something. You said that you wouldn™t
testify -- correct me if I"m wrong. You said to them you won"t

testify unless they help you out giving -- whatever it may be,

whatever the help may be -- whether it be information, whether
or not 1t be doing something directly -- you asked for their
help in exchange for your testimony. Is that an inaccurate

statement, ma®am?

A.

Yes, it is because it was not In exchange. Whether or not

got that information, 1 still would be here today testifying.

don"t see how --

Q.
A.

Q.

Well, that"s --
-— you can say "'in exchange for."

-- because they told you that. Correct? That"s because

they told you that.

A

Q.

No. That"s because I"m a smart woman and 1 know that.

And so you didn"t say to them that you will not testify

1900
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unless they help you with these things?
THE COURT: You can answer just yes or no.
THE WITNESS: No.
BY MR. CRISTALLI:
Q. Okay. And you did not state to them that if they didn"t
assist you with these things you would not appear here in court
and testify clean and sober?
A. 1 didn"t have a choice.
Q. MaTam, I™m asking you a question. Is that --
THE COURT: Just answer --
BY MR. CRISTALLI:
Q. -- what you said?
THE COURT: -- yes or no.
THE WITNESS: No.
BY MR. CRISTALLI:
Q. You did not say that?
A. Not in those words, no.
Q. Well, what words did you use, ma“am?
THE COURT: Well, we"ve gone over this. We"ve gone --
THE WITNESS: Thank you.
THE COURT: -- over it a couple of times now.
MR. CRISTALLI: Your Honor, with all due respect --
THE COURT: She"s already --
MR. CRISTALLI: -- this is --

THE COURT: -- said the words --
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MR. CRISTALLI: -- cross-examination. | don"t think 1
have. 1 would like to know whether or not she"s testifying
clean and sober if they didn"t -- she didn"t get what she
wanted.

THE COURT: Well, the -- the question has been asked
and answered several times.

BY MR. CRISTALLI:
Q. You said that the last time you used was three weeks ago.

But that"s not true. Correct? You actually used on September

5th as you told Agent Steiner. 1It"s less than three weeks ago.
Correct?
A. 1t"s approximately three weeks ago is the last time 1 used.

Q- Okay. You haven"t used since?
A. No, sir.
Q. Well, I thought you®"ve been usin® because you"re stressed

out about this whole situation.

A. | felt that | deserved to be clean and sober due to the fact

that other people were able to do things clean and sober and 1
deserve it because I wanted to close the chapter of the last 20
years of my life and I want to start a new one for my son and
make sure that this same situation doesn®t happen with him.

Q. Okay.

A. My son deserves that. | wanna see him get married some day.
Q. Did you tell the Government, um, that you -- that they

should be buying your testimony?
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A_. Are you kidding?
Q. No. I™m actually not kidding.
THE COURT: Answer jJust yes or no.
THE WITNESS: Uh, no.
BY MR. CRISTALLI:
Q. Okay. Did you tell the Government that they should be
buying your testimony and the fact -- and the fact that your
mother®s not buying your testimony surprises you? Did you say
that?
A. Not in those exact words, no.
Q. Not in those exact words.
You smoke marijuana too, don"t you?
A. 1 have, yes.
Q. You have? You smoke on a regular basis, don"t you?
A. No, sir, I do not.
Q. Okay. When was the last time you smoked marijuana?
A. Over three weeks ago.
Q. So you smoked marijuana around the same time as you smoked
methamphetamine?
A. Yes, sir.
Q. Okay. Told the Government, also, you really wanna see your
mother go to prison; isn"t that true?
A. Um, iFf she"s guilty.
Q. Did you tell the Government that you really want to see your

mother go to jail? Did you say those words?
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A. Not in those exact words, no.

Q. Okay. So you began working at Freedom Books in 1998;
correct?

A. Yes, sir. Yes, sir.

Q. You were actually at, uh, Freedom Books before your mom
began volunteering her services there; correct?

A. No.

Q. Okay. So your mom was volunteering her services before you
took the employ at Freedom Books?

A. Yes.

Q. Okay. Um, but you would acknowledge, would you not, ma®"am,
that she was volunteering her services?

A. No. She was paying back, uh, a check that Irwin had written
for her for her rent.

Q. Matam, didn"t you testify yesterday on direct examination
that your mother was vol- -- initially volunteering her services
at Freedom Books?

A. No. Initially, | had stated that Irwin had written my mom*®s
[sic] check for $750 and my mom was paying that back by selling
his book.

Q. So, i1f the record suggests that you said specifically on
direct examination that your mom initially volunteered her
services at Freedom Books that would be an incorrect statement.
Is that what you"re --

MR. IGNALL: Objection --
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BY MR. CRISTALLI:
Q. -- saying today?

MR. IGNALL: -- your Honor. |1 don"t think it"s
appropriate impeachment. You can ask her what she said or what

she didn"t say --

MR. CRISTALLI: 1 just did.

MR. IGNALL: -- and what the truth is.

MR. CRISTALLI: I just asked her what she -- what she
said on -- yesterday.

THE COURT: Go ahead and give an answer.

BY MR. CRISTALLI:
Q. Did you say that?

THE COURT: Do you remember what you said yesterday?

THE WITNESS: Yes, 1 remember exactly what | said
yesterday. And | said that Irwin had written a check -- Linda
wrote --

BY MR. CRISTALLI:
Q. No, that®"s not my question.

My question was: Did you testify yesterday that
initially your mom volunteered her services at Freedom Books?
She wasn®t getting paid. Didn"t you say that?

A. I did not say that. | said Irwin had written a check for
her rent for $750, and so she was paying that back by trying to
sell his book. That"s what I had said.

Q- Okay.
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A. Did I not?

Q. 1 don"t believe you did. But the record speaks for itself.
A. Okay.

Q. All right. So it would be fair to say that when you took
over Freedom Books you took over for Linda Hicks; correct?

A_. Correct.

Q. And Linda Hicks handled all of the books at Freedom Books.
True?

A_. Correct.

Q. Your mom didn"t handle the books at Freedom Books; correct?
A. When 1 started working there?

Q. Well, before --

A. Is that what you“re asking?
Q. -- you started workin® there, Linda Hicks was handlin® "em;
right?

A. Correct.

Q. And then you remember handlin® "em; correct?
A. Correct.

Q. So if she wasn®"t handlin® “em --

A. No. Not in the beginning, no.

Q. Well, okay. You testified yesterday that you did all of the

work -- I"m just tellin® ya what --
A. 1 know.
Q. -- you"ve testified to.

A. 1'm listening. I"m listening.
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Q. You testified that you did all of the work for Irwin Schiff;
correct?
A. When 1 Ffirst started working there, yes, until --

Q. Okay. well --

A. Okay.
Q. -- this i1s my question. You did -- you did the books;
right?

A. Yes, sir.

Q. You wrote the checks; correct?

A. Correct.

Q. You did the deposits; correct?

A_. Correct.

Q. You made him breakfast; correct?

A. If my mom didn"t, yes.

Q. You did his clothes occasionally. True?

A. True.

Q. And 1 think you said yesterday you do -- did everything for
him; right?

A. Originally, yes.

Q. Okay. And yesterday we saw checks that you wrote to
yourself; right?

A. Right.

Q. Sometimes Ilrwin would sign off on those checks and sometimes
you would stamp those checks; correct?

A. Correct.
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Q-
A.

Q.

So Irwin entrusted you to handle the money; right?
Right.

Okay. And, in the capacity of handling the money, you had

the ability to handle the bank accounts; correct?

A

Correct. Some of them; two of them.

MR. CRISTALLI: Can I have those that you had up

yesterday fTirst?

(Discussion among counsel.)
THE COURT: Which exhibit are we --
MR. CRISTALLI: I think it"s 78. Let me just...
THE COURT: 78 is the P.1._.L.L.
MR. CRISTALLI: 73.
THE COURT: 737

(Document displayed in open court.)

BY MR. CRISTALLI:

Q.

Okay. Um, again, this is Exhibit 73. You recognize this

check; correct?

A
Q-
A

Q-

Yes, | do.
And that"s, um, written by you. True?
True.

And, um, signed off -- would you -- would -- iIs your -- 1is

your testimony that that"s lrwin"s signature?

A.

Q.

A

Yes, it is.
It"s not the signature stamp --

No --
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Q. -- correct?
A. -- 1t"s not.
Q. Okay. But what you would do with that is you"d get that
check, you®"d go to the bank; correct?
A. Right.
Q. And you"d take the cash; right?
A. Yes.
Q. And you*d distribute the cash however the cash needed to be
distributed. True?
A. Correct.
Q- Okay.

MR. CRISTALLI: Could I see the next one?

(Document displayed in open court.)

BY MR. CRISTALLI:
Q. Um, here®"s another --

MR. CRISTALLI: If we could -- yeah.

BY MR. CRISTALLI:

Q. -- uh, here®"s another one which appears to be consistent
with the last one. It has your -- you wrote that one out.
True?

A. Yes.

Q. Irwin signed off on it; right?

A. Yes.

Q. And that"s also similar to what you would have done with the

previous check is you would have went to the bank, got the cash,
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and distributed however you needed it distributed. True?
A. True.
Q. Okay.

MR. SCHIFF: Can you hold off a little bit? That"s --
what check number is that? 2393.

MR. CRISTALLI: Okay. Could I have the next one,
please?

(Document displayed in open court.)

BY MR. CRISTALLI:
Q. And this one®s 2430- -- | think it"s 2433 if I"m not
mistaken.

2433 written out by you. True?
A. Yes.
Q. And that"s a signature stamp; correct?
A. Yes.
Q. So Irwin would not have signed off on that check; correct?
A. Correct.
Q- Okay. And you would have went to the bank, cashed it,
and -- and distributed it however you, um, would have
distributed 1t. True?
A. True.
Q. Okay.

MR. SCHIFF: Um...
BY MR. CRISTALLI:

Q. And, uh, let"s just go through the -- the remaining ones
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relatively quickly.
MR. SCHIFF: 2434?
(Document displayed in open court.)

BY MR. CRISTALLI:

Q. Okay. Now you have 2435. It appears to be the same type of

situation only that Irwin signed off on that check; correct?
A_. Correct.

MR. SCHIFF: Can I -- can | have a conference? Can I
interrupt him for a moment?

MR. CRISTALLI: No.

(Document displayed in open court.)

BY MR. CRISTALLI:
Q- That"s 20- -- 2448 [sic]. Similar to what we"ve been
previously discussing, but you would have went -- is that
Irwin®s signature or is that a signature stamp?

A. Um, we"re on 2445; correct?

Q. 24- —-
A. Yeah.

Q. -- -48 [sic]- 1Is it 5? Yes.
A. Oh.

Q. I"m sorry. 2445.

A. Yes, that"s Ilrwin"s signature.

Q. Okay. And you would have went to the bank, you would have
gotten cash, and you would have distributed it accordingly?

A_. Of course, yes.
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MR. CRISTALLI: Next one, please.
(Document displayed in open court.)

BY MR. CRISTALLI:
Q. Again, Irwin"s signature. Again the same situation --
A. Yes.
Q. -- as we had previously?

MR. SCHIFF: What"s the check number, please?
BY MR. CRISTALLI:
Q. And so -- and so this would have went on during the entirety
of your employ; correct?
A. Yes.
Q- Okay.
A_ Unless, um, there was no funds in the bank to do so, yes.
Q. Okay. Now, all of these checks that we"ve seen here so far
that the Government has displayed and entered into an exhibit
this is all your writing. True?
A. Yes.
Q. It"s not your mother®"s writing, is it?
A. No. That"s all mine.
Q. Okay. 1In fact, we haven"t seen one check written by your
mother, have we?
A. No, not yet. No.
Q. Okay. And we haven"t seen one check written to your mother,
correct --

A. Yes, there was --
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Q. -- so far?
A. Oh. Um, yes, there was one check that was written to my
mother. But not in this set, no.
Q. Okay. Most of the time, though, you would go and cash the
checks. True?
A. True.
Q. Okay. Like 98 percent of the time; correct?
A. Yes.
Q. Okay. Be safe to say you handled a lot of cash; correct?
A. Yes.
Q. Um.._.
(Discussion between Mr. Cristalli and
Mr. Ignall.)
BY MR. CRISTALLI:
Q. MaTam, I1*"m gonna show you what®"s already been introduced
as...
(Discussion between Mr. Cristalli and
Mr. Ignall.)
MR. CRISTALLI: I"m gonna show you what"s been marked
part of Government®s, um, Exhibit 238, your Honor.
THE COURT: Okay.
MR. CRISTALLI: If I can here.
THE COURT: Is it Government®s 2387
MR. CRISTALLI: Yes, it is.

THE COURT: Okay.
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Does the witness have that?
(Document displayed in open court.)
BY MR. CRISTALLI:
Q. Uh, can you see that?
A. Yeah, 1 can see it right here on the monitor. Yeah.
Q. Do you recognize that check?

MR. IGNALL: Your Honor, this -- this is part of the
larger Bank of America exhibits. 1t"s not scanned and it"s not
part of the exhibit books.

THE COURT: Oh. Thank you.

BY MR. CRISTALLI:
Q- Do you see that check there?
A. Yes, I do.
Q. It"s written by you, isn"t it?
A. Yes, it is.
Q. It"s Irwin"s signature stamp, isn"t it?
A. Yes, it is.
Q. And it"s made out for Perry Oshiro; correct?
A. That"s correct.
Q- Okay.
(Document displayed In open court.)
BY MR. CRISTALLI:
Q. Do you see this check?
A. Yes.

Q. It"s also made out by you; correct?
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A.  Yes.

Q. And it -- I™m sorry. What is -- let me just put that last
one back for a second. | just want to direct your attention to
the left-hand corner where it says "FOR."™ It says -- it says
"FOR work one week.' True?

A. True.

Q- Okay. 1°m gonna show you the next one again.
(Document displayed in open court.)
BY MR. CRISTALLI:
Q. And that"s, again, made out by you to Perry Oshiro. And
that"s a signature stamp of lrwin Schiff.
A. Yes, it is.
Q. And it also says "work for two weeks'; correct?
A_. Correct.
Q. Okay.
(Document displayed in open court.)
BY MR. CRISTALLI:

Q. Now, I"m gonna show you another one made out to, uh, Perry

Oshiro.
A. Isn"t that the same one?
Q. 1 don"t think so.

A. Yes. This is the one you showed me.
THE COURT: 2673 --
MR. CRISTALLI: Did I skip --

THE COURT: -- you already showed.
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MR. CRISTALLI: -- one of "em? AIll right. Let me go

through 1t. Let me see what 1 did here.

(Pause in the proceedings.)

(Document displayed in open court.)

BY MR. CRISTALLI:

Q.

I have three of them here, so -- okay. All right.

first one is Check No. 2645. Do you see that?

A.

That"s a different one. That"s the --
Okay .
-- third one then.
Okay. That"s the first one we"ll deal with.

The first one, Check No. 2645; correct?
Correct.
To Perry Oshiro dated April 4, 2000; correct?
Correct.
In the amount of a thousand dollars; right?
Right.
And that®"s a signature stamp of Ilrwin"s; correct?
Correct.
That you had authority to use; right?
Right.
And i1t says, uh, "FOR part time two weeks"™ -- or --
No --
-— "to answer phones."

It says, part time including the answer phones, yes.

So the
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Q-

BY
Q.-
A.
Q.
A.
Q.
A.
Q.-
A.
Q.
A.
Q.

A.

Okay .
(Document displayed in open court.)
MR. CRISTALLI:
And the next one is --
There were three 1 thought.
-- next one"s 2673, check number; correct?
Correct.
Dated April 19th, 2000; right?
Yep.
To Perry Oshiro; right?
Right.
In the amount of $500; right?
Right.
And the signature stamp of lrwin®s; correct?
Correct.
It says, "work for one week'?
Yes.
Okay .
(Document displayed in open court.)

MR. CRISTALLI:

And then the last one here, again, April 20th, 2000; right?

Yep.
For Perry Oshiro; correct?
Correct.

In the amount of $500; right?
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A_. Right.
Q. Signature stamp of Irwin"s; correct?
A. Correct.
Q. And it says, uh, "FOR work two weeks'; correct?
A_. Correct.
Q- Okay.
(Discussion between Mr. Cristalli and
Mr. Modafferi.)
BY MR. CRISTALLI:
Q. So not being a mathematician, it appears that that"s in the
amount of about $2,000 in three weeks to this particular
individual; correct?
A_. Correct. Very good.
Q. Thank you.

And so that -- pretty much if we take everything as a
whole In terms of those individuals that you said worked at
Freedom Books, that"s probably more than most individuals were
makin® at Freedom Books; correct?

A_. That"s correct because Perry was not an employee.

Q. Right. He was your drug dealer; correct?

A_. Incorrect.

Q. So he"s not your drug dealer?

A. He wasn®"t my drug dealer when he first started working
there, no. | didn"t even know he was a drug dealer when he

first started working there.
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Q. Oh. He began -- he developed into being your drug dealer?
A. No. 1 was introduced to Perry through another employee,
Cheryl Godfrey. 1 did not know -- I assumed he was a vol- -- 1
assumed that he followed lrwin®"s material. He started coding
Code books at -- upon Irwin®"s request at $10 per book. Just
like another volunteer also was paid, he -- he could not accept
checks. Perry could accept checks, so | wrote Perry checks
because 1 was tired of everybody getting cash “cuz i1t did look
very Fishy. So then, upon lrwin®s request and because Perry
could receive checks, 1 wrote checks to him.

During April, however, seeing as how April, the month
of all months for the IRS, Irwin is very busy. There are
probably very few checks in the month of April that were
actually signed by Irwin. Therefore, the signature stamp was
used. But Perry did work there. At that time I did not know he
was a drug -- 1 did not know he was a drug dealer because 1 did
not pay Perry for drugs directly until after.

Q. So there became a time after you began -- not including your
time at Freedom Books that you began to pay Perry for drugs;
correct?

A. Um, after Cheryl told me that he was where she was getting
the drugs from, then putting two and two together after 1 left
for not even a month, yes, | did purchase drugs from Perry out
of my own money, yes.

Q. Okay. Well, let"s talk about that, out of your own money.
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Um, you said that for whatever reason -- | don"t think
we got it out yesterday -- that your employment at Freedom Books
ceased; correct?

A. Yes. 1 left.
Q- You left.

Well, isn"t the reason you left is because you were
accused of embezzling $50,0007?
A. No, I was not accused of anything when 1 left.
Q. You never --
A. 1 left.
Q. Ma"am, are you saying you were never accused of embezzling
$50,0007?
A_. Um, I believe when my mother banged on my girlfriend®s door
she was accusing me of that. However, 1 did not leave under the
accusation that 1 was embezzling 50,000, no. 1 left. Then 1
was accused, supposedly, of -- um, as my mother was banging on
my girlfriend"s door, um, that I was embezzling money.
Q. And you are aware that there was money taken from Freedom
Books in the amount of approximately $46,000 and change;
correct?
A. No. 1 was not under that understanding, no.
Q. Okay. Let me just check here something.

(Pause in the proceedings.)
MR. CRISTALLI: Court"s indulgence.

THE COURT: Yes.
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(Pause iIn the proceedings.)
MR. CRISTALLI: 1711 get back to that.
BY MR. CRISTALLI:
Q. I just found something here that 1 want to go over it with
you again.

So with regard to, um, you stating that your mom didn"t
initially volunteer her -- her time, you said that that"s not
what you said yesterday, correct, it wasn"t that your mom was
initially volunteering her time? Is that -- was she initially
volunteering her time or wasn"t she according to your testimony?
A. She was initially paying back a check that Irwin had written
for her rent.

Q- Okay.

A. 1 thought we were clear on that.

Q. No. We actually weren"t. But...

A. Okay. 1"m sorry.

Q. That"s what 1"m trying to figure out.

Well, didn"t you testify before the Grand Jury that,
um, I couldn®t -- after you saying that you®re doing all these
things for lrwin that you couldn®"t do it anymore and I figured
if my mom"s gonna date him my mom might as well do the domestic
stuff.

Didn"t you say that?

A. Yes, I did.

Q- And that"s what you said, "'So that"s when 1 hired her to
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come in and pay her.'" Correct? That"s what you said; right?
A. Something to that effect, yes. That"s why she was hired to
come iIn, yes. Yeah.

Q. And to pay her?

A. Yes.

Q. So it would be safe to say that prior to that occasion she
wasn"t bein® paid; correct?

A. Not necessarily, no.

Q. Okay. And, um, it"s also true, though, that your mom and
Irwin were livin® together; correct?

A. Not when 1 began work there, no.

Q. Well, there became a time when they began to live together.
True?

A. Not under -- not while 1 was working there did they combine
their households, no. They both had their own place of living
when I worked there -- while 1 worked there.

Q. Okay. But it"s safe to say that Irwin spent a lot of time
at your mom"s house; correct?

A. Yes. Irwin spent the night, yes. Um-hum.

Q. And you testified yesterday that you paid a lot of, um, the
bills for your mom -- for example, her rent; um, her utilities;
things of that nature -- correct? Groceries.

A. Yes, there were certain things that Irwin had approved --
Q- Right.

A. -- upon me paying her for, yes.
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Q- And it would be safe to say that that was kind of part and
parcel of the relationship that existed between Irwin and your
mom; correct?

A. Uh, that was Irwin"s business, uh, not mine.

Q- Right. Irwin said --

A. He told me to do what I did.

Q. Right. Take care of Cindy, pay her bills; correct?

A. He told me to -- whatever she brings me to go get cash and
pay her for them, yes.

Q. Right.

And that wasn"t in exchange for the work that she was
performing at Freedom Books, but it was part and parcel of the
relationship that existed between the two of them?

A. 1 don*"t know. 1 wasn"t there when they made that agreement.
Q. Now, prior to your involvement with Freedom Books and your
mom"s involvement with Freedom Books, would it be safe to say
that she was basically a freelance artist; correct?

A_. Correct.

Q. Not making a lot of money. True?

A. Depended.

Q. Well, didn"t you testify that she was making about 20 or 50
bucks a painting?

A. A painting? No, a —--

Q. Picture.

A. -- a poster.
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Q. Poster.
A. All right. Big difference.

Um, her posters, no, not 20 to 50. It all depended on
the poster and the bar and how many she did. The smaller
posters were 15 to 20 bucks per poster, but they“re
eight-and-a-half by eleven.

Q- Okay. But didn"t you testify that she would make about 20

or 50 bucks a poster?

A. An eight-and-a-half by eleven. Maybe it was not specified.
However, that"s for an eight-and-a-half-by-eleven-size poster.

Q. Okay. Now, um, around 1987, um -- prior to 1987, your mom

was working in [sic] Mission Linens; correct?

A. That"s correct.

Q. Making a pretty good living there; correct?

A. 1 —— 1 don"t recall. 1 don"t know.
Q. Okay.
A. 1 was very young.

Q. And then she became disabled; correct?
A. Correct. She got in a car accident.
Q. Pretty serious car accident. True?

A. 1 guess. 1 don"t know.

Q. She had major surgery.

A. Yes, she did.

Q- All right.

A. Yes.
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Q- And, as a result of the accident and the surgery that she
went through, she couldn®t perform the work that she previously
performed at Mission Linens; correct?

A. According to her, yes.

Q. Well, ma"am, do you deny the fact that your mother got in an
accident and --

A. 1 didn"t say | denied the fact she got in an accident.

Q. Okay. Do you deny the fact that she had major back surgery?
A. 1 didn"t deny that.

Q. Okay. And, based on that accident, she was disabled;

correct?
A. According to her. I don"t know. I --
Q. Well, it was actually more than according to her. It was

according to Social Security and Disability.

A. Okay. Then you know better than 1 do.

Q. No. I --

A. | never seen the documentation stating it, no.
Q. Were you around her when --

MR. IGNALL: Objection. The question could be does she
know whether her mother obtained Social Security disability. |1
don®t think Ms. Desgrosellier can know what the definition is.
BY MR. CRISTALLI:

Q. Ma"am, are you denying that your mother was disabled?
THE COURT: She -- she -- I"m sure she can"t answer in

the legal sense.
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BY MR. CRISTALLI:
Q. Okay. Don"t answer in the legal sentence.

Do you deny the fact that your mother was disabled?
A. As far as | could tell, yes.

Q. Thank you.

Now, let"s go back to that issue as far as the money is
concerned. You did testify before the Grand Jury; correct?
A. Yes, | did.

Q. And you stated that there, um -- there"s a question:

"Were there accusations made about you concerning
taking money out of the till?

"Of course there were."

You don"t -- you don"t disagree with that testimony?
A. No, | don"t.

Q. Okay.

"And tell me what that was about?

"Well, when I found out and discovered that Cheryl
Godfrey was taking the money.™
A_. Right.

Q- You said that; right?

A. Yes, | did.

Q. "Not only out of the cash register because she had a very
severe gambling problem and drug addiction" --

MR. IGNALL: Objection, your Honor. 1°"m not sure that

it"s an appropriate impeachment.
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BY MR. CRISTALLI:
Q. Well, you testified before a Grand Jury, didn"t ya?

MR. IGNALL: Yes. But she made --

THE COURT: How do you use it for impeachment? Got to
ask her --

MR. CRISTALLI: She -- she -- I1t"s inconsistent with
her previous testimony.

THE COURT: That -- well --

MR. CRISTALLI: She said she was -- she said she was
gone before there was any accusations of stealing by anybody and
she denied that there was an accusation of stealing --

THE COURT: Well, you mean --

MR. CRISTALLI: -- by somebody internally.

MR. IGNALL: I think that mischaracterizes the
witnesses testimony.

THE COURT: That"s apples and oranges. Two different
events.

BY MR. CRISTALLI:

Q. I think I understand the testimony. Your testimony was the
first time you heard about the accusation with regard to
stealing from the till was when your mother banged on your
friend®s door; correct?

A. No. Incorrect. |1 did not say that.

Q. You didn"t just say that?

A. No.
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THE COURT: Go ahead. 1 think we"re talking about two
different events. You“re talking about her being accused of
taking $46,000 --

MR. CRISTALLI: Right.

THE COURT: -- or some amount like that.

MR. CRISTALLI: Right.

THE COURT: And that"s -- as | understand it, that"s a
different accusation than -- than pilfering from the till.

MR. CRISTALLI: I don"t think so, your Honor.

THE COURT: All right.

MR. BOWERS: Your Honor, I -- maybe 1 can alleviate the
confusion. 1 think she just testified here today that she had
not been accused of stealing money prior, this $46,000, until
somebody came knocking at her door.

MR. CRISTALLI: Right.

MR. BOWERS: Right? Are we in agreement on that?

THE COURT: That"s a separate accusation as |
understand It —-

MR. BOWERS: Well, no. 1 --

THE COURT: -- from pilfering on a —-

MR. BOWERS: Well, no, no. What Mr. Cristalli --

THE COURT: -- daily basis.

MR. CRISTALLI: No, it"s not a daily basis, your Honor.
It"s just taking money out of the till concerning that

particular event.
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THE WITNESS: Two different events.
BY MR. CRISTALLI:
Q. Oh, now it"s —- well, if it"s two -- she says it"s two
different events, it"s two different events.

Is that what you®"re sayin® today, it"s two different
events?
A. 1 brought the -- 1 brought it to the attention of lrwin
Schiff that --
Q. Wait, wait. Let"s stop now.

What --
A. Do you want me to explain why --
Q. No. I wanna know -- 1™"m trying to get a timeline and --

A_. That"s exactly what 1"m gonna give you --

Q. Okay.

A. —-- if you let me.

Q.- 1 will —-

A. Okay.

Q. -- absolutely.

A. 1 brought i1t to Irwin"s attention shortly —-

Q. Well -—-

A. -- before -- shortly before 1 left Ilrwin®s place of
employment --

Q. Right.

A. —- 1 brought it to his attention that Cheryl Godfrey -- 1

had seen her steal money out of the till. 1, being 23 at the
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time, was concerned about this because | was the youngest

employee besides my brother that worked there and I was

everybody®s boss.

I brought it to his attention privately, me and him.

My mom also walked in the office at that time and said to him,

yes, she"s right.

Therefore, then, 1 was like,

mom and Cheryl go to Irwin privately,

Cheryl must be taking the money.

well, all of a sudden my

I guess, somehow -- that"s

what 1 was speaking of originally was turned around somehow. 1

said, "I"m not gonna get involved in the till." |1 left.

Then my mom comes banging on

my door about $46,000 or

something ridiculous 1 was embezzling from Irwin.

Q.
A.
Q.

A.

records match.

Q.

A

Right.

That*"

s what 1 was in reference to

Right.

-- not out of the till.

Okay .

That”

Okay -
-— ri

Okay.

s regarding some --
Let me --

diculous thing.

They were stating, None of your

There®s receipts and nothin® matches this.

Let me see if | can get it straight now then.

So you find out, because you

money out, that --

A

Yes.

And 1t concerned me, yes.

saw Cheryl Godfrey takin-
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Q. Right.

It concerned you because you -- you thought that the
first person they were gonna come and accuse was you --
A_. Incorrect.

Q. -- correct?
A. No, no.

I wanted Irwin to know where his money was going
because he was saying -- at that time that"s when we set up this
entire book that"s already been entered into the exhibits right
here. This Is why we started this book originally for the
orders was because Irwin was concerned where all the money was
going from the daily walk-in orders because most of it required
cash. So 1 brought it to his attention. 1 said -- we started
to watch. Irwin and 1 both watched Cheryl in the front. And
Irwin even said, yes, because none of them matched at the end of
the day.

Well, at that -- 1 was so exhausted I couldn™t take any
more from that employment and I left. Then I got a knock on the
door and i1t"s like, oh, okay, so now I see how this is gonna all
play out. That"s when I heard about i1t. And that was the end
of 1t. That"s all I thought was just my mom banging on my
girlfriend®s door stating | had stolen some ridiculous amount of
money. And --

Q- Right.

A. —- because I don"t agree with thieves and 1 don"t agree with
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stealing, so...
Q. Right.
And so, um, it"s true, though, is it not, that you said

that, ""Because | wasn"t on Social Security and I"m so young,

it"s no problem if I"m the one who has to suffer.” Correct?
"And that"s probably the reason 1°"m here today.' |Is that right?
A. Um, was it -- that was in my Grand Jury®s testimony --
Q. Yes.
A. -- correct?
Q. Right.

So in that --

THE COURT: Wait a minute.

What -- what is the purpose of reading that?

MR. CRISTALLI: She said that i1t wasn"t because -- she
said -- 1 asked her a question, well, didn"t they accuse her --
or she was afraid that they were gonna come and accuse her
directly. And she says no.

But in here it says that because she wasn®"t the one
that was receiving the Social Security and she was so young, It
wasn®"t a problem if they accused her. So | think it impeaches
her testimony.

THE COURT: 1 don"t see how they have any connection.

MR. IGNALL: 1 object to this line of inquiry and I
don"t see how this has anything to do with her truthfulness --

THE COURT: I don"t either.
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MR. IGNALL: -- or untruthfulness.
MR. CRISTALLI: It totally goes to bias and character.
And this is cross-examination. 1 think I should have the right

to be able to --

THE COURT: Well --

MR. CRISTALLI: -- cross-examine this witness.

THE COURT: -- you can cross-examine. But you can"t --
you can"t impeach with things that are not in contradiction of
her testimony. |1 don"t see the relationship.

Sustained.

MR. CRISTALLI: Okay.

BY MR. CRISTALLI:

Q. Cheryl Godfrey wasn®"t doing the books, was she?

A. No, she wasn"t.

Q. You were doin® the books; right?

A. Generally, yes.

Q. 98 percent of the time according to your testimony; correct?
A. With regard to the bank accounts, yes. But this -- if

you"re considering

Q- I"m asking you if you did the banking, the --

A. Oh, the banking, yes.

Q. Okay.

A. Generally, yes.

Q. Part and parcel of your responsibility with regard to the

banking was controlling the money including the cash. True?

1933



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A_. Not in the lobby, no. Untrue.
Q. I™m not asking you about the lobby. 1"m asking --
A. That"s cash.
Q. Okay. Did you go to the bank -- did you on a regular basis
write checks to yourself and go to the bank and cash them? Did
you or did you not, ma“am?
A. Yes.
Q. Thank you.
A. We all know that.
Q. Okay. Ma"am, you haven"t been indicted in this case, have
you?
A. No, sir, I am not. Not that 1 know of anyway.
Q. Government®s in fact stated to you that you"re not gonna be
indicted, you"re not a target or subject of this investigation;
correct?
A. Um, they never stated that 1 was part of this indictment,
no.
Q. Yet you were the one handling the daily, uh, activity in
terms of banking from Freedom Books; correct?
A_. Yeah, I handled the banking. Yes. | didn"t know that
mattered.

MR. CRISTALLI: Court"s indulgence.

THE COURT: Yes.

(Discussion between Mr. Cristalli and

Mr. Modafferi.)
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BY MR. CRISTALLI:

Q. Okay. Um, now, ma“am, you do not dispute the fact that you,
um, earned wages; correct?

A. Did I earn money working at Freedom Books? Yes.

Q. Okay. And you never paid taxes; correct?

A_. Correct.

Q- You never paid taxes before you worked at Freedom Books, did
you?

A. Uh, yes, I did.

Q. Are you working now?

A. No, I™m not.

Q. Are you paying taxes now?

A. Would I be required to pay taxes if I didn"t work?

Q. I don"t know.

A. Okay.

Q. Are you making money in any capacity?

A. Um, I get an allowance from my baby"s father. Does that
count being a housewife -- or, I mean, a at-home mom, rather?
I"m sorry.

(Discussion between Mr. Cristalli and

Mr. Modafferi.)
MR. CRISTALLI: I have no further questions.
THE COURT: Thank you.

Um, well, let"s -- Mr. Bowers, do you have any

questions?
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a break,

MR.

BOWERS: I1"m not sure. If you"re inclined to take

maybe now will be an appropriate time. Otherwise --

THE

MR.

THE

MR.

THE

MR.

THE

MR.

your Honor.

THE

MR.

MR.

THE

COURT: Well -—-

BOWERS: -- Court"s indulgence for just a moment.
COURT: Humm?

BOWERS: Otherwise Court®s indulgence for just a --

COURT: Yes. We"re a little bit ahead of the break

BOWERS: Okay.
COURT: But --

BOWERS: Give me just a moment if you don*t mind,

COURT: Depends on how long you®"re gonna be.
BOWERS: I can answer that question very quickly.
(Pause i1n the proceedings.)

BOWERS: Your Honor, just a couple questions.

COURT: Okay. Go ahead, Mr. Bowers.

CROSS-EXAMINATION

BY MR. BOWERS:

Q. Good morning, Ms. Desgrosellier. Right? 1"m sorry.

A. Desgrosellier.

Q. Desgrosellier? 1 apologize.

A. Um-hum.

That"s okay.

Q. I"m Chad Bowers. 1°m Larry Cohen®s attorney in this matter.
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Just so I"m clear, you have no personal knowledge of
anything involving Larry Cohen from the time you were associated
with Freedom Books; is that correct?

A. Yeah, that"s correct.
Q. All right. And then 1 wanna just clarify a couple of
foundational things.

You"ve met with either Government attorneys or
Government agents on a number of occasions; is that correct?
A_. That"s correct.

Q. What"s your best estimate of that number?

A. How many times you mean?

Q- Yeah. If it"s, you know, Ffive to ten; under 20; iIn excess
of two.

A. Um, throughout the entire time from the first time I met
with them regarding my subpoena? Are you including that as
well?

Q. The whole thing, from --

A. Probably five to ten.

Q. Five to ten times.

A. Yeah.

Q. Okay. And is i1t your understanding that it"s the
Government®s practice to take notes of those meetings in one
form or another?

A. I have no idea.

Q. Okay. So you don"t know. You®ve never seen them take
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notes?

A. Um, sometimes they"ll jot things down but not direct notes
or, you know, like writing every word, no.

Q. No. But they write something down.

A. Sometimes and sometimes they don"t.

Q. Okay. Do you -- did you ever write anything down from those
meetings?

A. No, I did not --

Q. Um --
A. —- that I recall.
Q. I understand.

Do you -- would -- would you say that your
conversations with the Government, uh, a sufficient recollection
of those meetings to say that your -- your memory is more
reliable than Government agents® memory?

A. Um, not necessarily. 1 do have a photographic memory, um,

with regard to certain things, yes --

Q- Okay.

A. --1 do.

Q. But --

A. Through studying and school and stuff I -- did | create --

you know, was able to do that.
Q. Well, is it fair to say that when you reference a
photographic memory you®"re referencing the notion that you

actually sort of create a picture in your mind"s eye of a
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document or a sentence or a phrase that"s written down?
A. Um, that"s possible, yes, or the situation in which I was in
and the word that came out of my mouth, yes.
Q. So your photographic memory you"re saying applies to the
words as well?
A_ Uh, no, not necessarily. My memory applies to the words as
well, not necessarily photographic but my memory.
Q. Okay. Um, I —— I"m sorry. You -- when you had consumed the
methamphetamine in whatever form over the years, was it snorted?
was It smoked? did you inject it? How was that done or did it
change over time?
A. Um, i1t started with, um, injection, um, not by choice, by a
family member. And then, uh -- when 1 was ten years old -- and
then, uh, when I went through my 12 steps, | never touched a
needle myself after 1 was 15 years old -- or 16, rather -- I™m
sorry -- 16 years old 1 never touched a needle again and went
through my 12-Step Program by the time I was 18. And, um, the
only other way 1 ever did it was smoke it or snort it.
(Discussion between Mr. Bowers and
Mr. Cristalli.)

BY MR. BOWERS:

Q. You -- you weren"t living with your mother during the time
that you were shooting methamphetamine. 1Is that what you"re
saying?

A. I did live with my mother while I shot methamphetamine, yes.
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Q. Okay. So this is when you"re younger. | don"t really want
to talk about that. | want to --
A. Thank you.
Q. -- talk about when you"re older. And you"re either snorting
or smoking it; correct?
A_ Generally, yes.
Q. Okay. Okay. Is there a preference? 1 mean, one more than
the other?

MR. IGNALL: Objection. Relevance.

THE COURT: Sustained.
BY MR. BOWERS:
Q. Um, 1711 withdraw that question. That"s fine.

As 1 understand it, you had access to Mr. Schiff"s, um,
checking accounts, at least some of them; right?

A. Two of them, yes.

Q. Okay. And a stamp with -- with his name on it, signature
stamp?

A. Yes.

Q. Okay. And you -- you had some accountability to Irwin,
meaning you explained to him what you did, but -- but you were
the one with access to that. Is that right?

A. I"m sorry. What?
Q. Well, you -- you would say, Mr. Schiff, 1 wrote a check for
this or 1 wrote a check for that. But you were -- you had sort

of carte blanche access to these things. Right?
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A. No. Not carte blanche, no.

Q- No --

A. I mean, to the checkbooks themselves?
Q. Yes --

A. They --

Q- -- and the stamp that went with them.

A. Right. They were in my office, yes.

Q. Okay.

A. But Irwin could come iIn every once and a while and, you
know, grab a check here or there if he wished, um, or other, I
mean, employees if they wanted to steal a check they could.
But...

Q. Okay. So it"s safe to say that there wasn"t --

A. Check --
Q. -- 1t"s not a case where it was locked up in a safe some --
A. I did get a lock box in order to lock them up and gave Irwin

a copy of those keys to the box that was in my desk that 1
actually screwed down inside the door of my desk.
Q. Okay. But you also had a copy of those keys; right?
A. Only me and Irwin had copies of those keys.
Q. Thank you.

Um, and I"m sorry. You"re a full-time housewife now?
A. Um, house mom. I1"m sorry. | raise my son. | stay -- I™"m
an at-home mom.

Q. I™m sorry.
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A. Yes.

Q. 1 don™"t mean that in a disparaging way.
A. That"s okay.

Q. Okay. I just -- | just wanna make sure.

And -- and then last thing was, just so | understand
this: There -- there®s a gentleman named "Perry Oshiro™ that
you don"t dispute is -- is known to be a drug dealer, or at
least acted as a drug dealer for you; is that correct?

A. Um, yeah. Later my -- yes, my —--
Q. Okay. So -- so Perry Oshiro sells drugs. Um, but your
testimony is that the checks that you gave Mr. Oshiro over a

two-week period in April of, 1 believe, it was 2000 or --

A.  Um-hum --

Q. -- whatever --

A. -- 2000.

Q. -- you know which checks --
A. Yes.

Q. -- I"m talking about --

A. Yes.

Q. -- about; right?

A. Yes.

Q. Your testimony is that those funds were not written to
Mr. Oshiro to acquire narcotics of any kind but they were
instead written to him because you were paying him for him and

another person who were volunteering there? Was that...
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A_. Um, him and his son were filling out code books. But 1
wrote the check to Perry, who is the father --

Q. Uh-huh.

A. —- of his son, Brian, who went to high school at the time.
And I assumed Perry followed Irwin®s material.

Irwin knew Perry. Irwin knew Perry was a volunteer
because Perry was one of the very few volunteers who would
accept a check as payment for coding the IRS Code books.
Because we had so many orders for these things, we needed to
call in other volunteers.

There was another volunteer -- and 1"m sorry. | do not
remember his name -- but he was a very strong follower of
Irwin®s, um, a shorter gentleman, but I also paid him as well.
And he was included in some of the payroll checks because he
could only take cash for payment, $10 per Code book that was
coded, or if they came in and answer phones as well.

We had to do that when we reprinted The Federal Mafia
and there were so many orders constantly. We were very busy.
Q. Okay. Um, I"m sorry. 1 --

A. We didn*t have --
Q. -- must have --

A. -

enough employees.

Q. -- 1 must have asked that question wrong. Let me -- let me
try it again.

Um, your testimony is Mr. Oshiro was accepting checks
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BY

Q.

behalf of him and other volunteers --
No.

-- him and his son --

Right --

-- because he was --

-- for him and his son.

-- willing to accept checks --
Right.

-—- and that that money was for Mr. Oshiro®s --
Work --

-- and his son"s --

-- that he had done for lrwin.

-— volunteer services, not drugs?
Right --

Okay .

-- right, yes.

Okay.

Yes, yes.

Thank you.

Yes, that"s correct.

THE COURT: Mr. Schiff.

CROSS-EXAMINATION
MR. SCHIFF:

Michelle, wasn®t the reason that you had my checks and

that
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you could stamp it was that there were times when 1 was away for
three and four weeks at a time? As a matter of fact --
THE COURT: Wait a minute.
BY MR. SCHIFF:
Q. -- in that month of --
THE COURT: Just one question --
MR. SCHIFF: 1"m sorry.
THE COURT: -- at a time, not a speech.
BY MR. SCHIFF:
Q. Wasn"t I away --
THE COURT: Go ahead.
BY MR. SCHIFF:
Q. -- for weeks at a time?
A. Sometimes, yes.
Q. How long of a period of time do you recall me being away out
of the office?
THE COURT: Regarding which time?
MR. SCHIFF: Pardon me?
THE COURT: Which trip? Are you talking about one time
or are you --
MR. SCHIFF: No.
THE COURT: -- talking about --
MR. CRISTALLI: Well --
THE COURT: -- cumulative --

MR. SCHIFF: -- well --
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THE COURT: -- or what?

BY MR. SCHIFF:

Q.

The specific time that April when -- when we were talking

about when you were writing those checks. How many -- how many

weeks was 1 away for?

A. In April of what, "99 or 2000, and what checks?
Q. Well, do you have a recollection of me being away while you
were working for me, of my being away for an extended period of
time?
A. Uh, "extended™ meaning more than a week, lrwin?
Q. Yes. Three, four weeks. Two weeks.
A. No, not more than three, four weeks, not usually, no.
Not --
Q. Wwell, two —-
A. -- while I --
Q. -- weeks?
A. -- worked there.
Maybe two weeks 1f you had more than one seminar that I
set up for you in a row, yes.
Q. So I was going around doing seminars?
A. Yes, you were.
Q. And, therefore, bills had to get paid; my employees had to
get paid. And that"s why you had the stamps. Is that correct?
A. Uh, yeah.
Q. Okay. Um, now, isn"t it -- now, you testified that you
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quit; is that right?
A. Yes, I did.
Q. Isn"t it a fact that | caught you, you were embezzling money
by using my credit cards and ATM machines; that I called the
credit card company and they told me my credit cards were being
used?

MR. IGNALL: Objection, your Honor.
BY MR. SCHIFF:
Q. Isn"t that why 1 fired you?

THE COURT: Wait a second.

MR. IGNALL: [Inappropriate impeachment. The
impeachment -- if he thinks there"s a specific instance of
conduct --

MR. CRISTALLI: He"s not --

MR. IGNALL: -- he can ask --

MR. CRISTALLI: -- impeaching. He"s --
MR. IGNALL: -- her if --

MR. CRISTALLI: -- asking a --

MR. IGNALL: -- she did it --

MR. CRISTALLI: -- question.

MR. IGNALL: -- or she didn"t do it.

THE COURT: Sustained.
BY MR. SCHIFF:
Q. Didn*t 1 in fact fire you?

A. No.
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Q. Oh, 1 didn"t.
Were you aware that 1 filed a police report against you
for about $46,0007?
A. Not in until after my Grand Jury, uh, testimony. The
Government actually is the one who informed me of that, uh,
police report. |1 had no clue.
Q. Were you aware that 1 got reimbursed by an insurance company
based upon the proof that I gave them that you were --
MR. IGNALL: Objection. Relevance to this --
THE WITNESS: No.
BY MR. SCHIFF:
Q. You weren"t aware of it?
THE COURT: I™m sorry?
MR. IGNALL: Objection to relevance to this witnhess.
THE COURT: What i1s the relevance to this witness?
BY MR. SCHIFF:
Q. Do you recall --
THE COURT: Sustained.
BY MR. SCHIFF:
Q. -- your coming to me before your mother ever helped me out
at the office saying that she needed money for this that and the
other thing?
A. I —— I don"t recall, Irwin. 1 don"t recall.
MR. SCHIFF: Can 1 have -- can I have -- 1 want to

ask. ..
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(Discussion between Mr. Schiff and

Mr. Cristalli.)
BY MR. SCHIFF:
Q. Um, you also indicated -- you discussed the Freedom
Foundation. Oh, incidentally, when you were making deposits,
didn*t I hear you say that you deposit all of the money orders
that we got?
A. All of them?
Q. Yeah, the money orders.
A. Yeah, generally. Yes.
Q. And we got a lot of money orders, didn"t we?
A. Yes, Irwin, we received a, uh, lot of payments --
Q. Yeah.
A. -- material.
Q. So I could have very easily have cashed all those money
orders and put it in my pocket and there would be no record.
But we deposited the money orders.
A. Oh, I -- well, you never -- we never discussed that. You

never told me that®"s what you wanted otherwise that"s --

Q. But you --

A. -- what would --

Q. -- deposited everything.

A. -- have been done.

Q. Also, isn"t it a -- you discussed the Freedom Foundation?
A. Yes --
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Q. Okay. Yes.

A. -- an account that I had to hand over to Charity.

Q. And the fact is that we paid some of the, um, radio time
from the Freedom Foundation; is that right?

A. Yes, upon your request.

Q. Yeah.

We also paid expenses of other people who incurred
expenses by being a legal -- had legal fees. Does the word
"Peggy Williams™ mean anything to you?

A. Um, Irwin, um, I really wasn®"t in control of Freedom
Foundation account. 1 don"t understand why you®re asking me
these questions.

Q- The point is --

A. Charity was basically in control of the Freedom Foundation

account.
Q. Okay. The fact is --

A. Remember?

Q. -- that the Freedom Foundation was created so people could

donate to the Freedom Foundation so --

A. That"s not --

Q. -- 1 could use that money to promote the ideas that we were
espousing.
A. Okay. 1 --

Q. Did you ever write a check to me personally from the Freedom

Foundation?
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A. Uh, not that I recall, Ilrwin.
Q. I never took a -- did 1 ever take any money out of the

Freedom Foundation account?

A. 1 did not have control of the Freedom Foundation account,
Irwin.

Q- I thought you testified that --

A. No --

Q. -- you did.

A. -- 1 did not. 1 testified that I gave that account to

Charity because 1 could not handle more than two accounts and

there was a lot regarding --

Q. Also -
A. -- the Foundation account because it was considered a
nonprofit --

THE COURT: Hold on a minute.

"Charity'" meaning --

THE WITNESS: Another person.

THE COURT: -- a person --

THE WITNESS: Yes, Charity --

THE COURT: -- not a --

THE WITNESS: -- yes, was a person, yes.
BY MR. SCHIFF:
Q. Also --

THE COURT: -- not a nonprofit?
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BY MR. SCHIFF:
Q. -- did you ever discuss with me why I paid my workers in
cash?
A. Yes, we did.
Q. And what did I tell you?
A. You are to pay them in cash. You are to do exactly as Linda
told you. Some people are on Social Security, Michelle. Some
people collect unemployment, Michelle. They are to receive
cash.

I asked you, can we please pay them by check? And
several employees said, | don"t want a check. 1 won"t take a
check, including --
Q. Isn"t the --
A. -- my mother.
Q. -- fact that was a -- | just paid by cash because 1 said
there was no law that says | can"t pay by cash and some
employees didn"t have checking accounts?
A. Uh, no, Irwin. That"s not --
Q. Did I make --
A. -- your statement that you made to me.
Q. Did I make any secret that 1 was paying people in cash?
That"s the way --
A. No.
Q. -- they wanted to get paid.

A. Okay.
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Q. I wasn"t —-

A. 1™m not arguing that.

Q. I wasn"t paying people by cash to hide anything, was 1?

A. Maybe they were. 1 -- I don"t know. Maybe you taught them

to. 1 don"t know --

Q. But --
A, —— lrwin.
Q. -- but that was a policy that was open. Anybody came in

A. That was the policy --

Q. -- this is --

A. -- yes.

Q- -- what your salary is. 1711 pay in cash. And that"s it.
A. Okay.

Q. Okay.

A. | didn"t argue that.

Q. Now, did you ever come to any of my seminars?

A. Yes, I did.

Q. Did you read my books?

A. Not all of them, no.

Q. But there is a big chapter in my book that explains how I
believe the IRS is illegally seizing money from the public.
There®s -- there"s a chapter in my book about how the
government --

THE COURT: Are you asking a question --
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BY MR. SCHIFF:
Q. -- how the IRS --
THE COURT: -- or are you making a speech?
MR. SCHIFF: No. I"m saying if she read that chapter.
THE WITNESS: What book? I don®"t know.
BY MR. SCHIFF:
Q. In other words, if 1 believe the IRS was seizing money
illegally, why would I have to hide anything from the IRS?
A. 1 don*t know, Irwin. |1 wasn®"t there to worry about that. I
was there to run your business as you saw fit. That"s what my
job was, was not based on --

Q. Wasn"t your --

A. -- anything else.
Q. -- job primarily to pay my bills?
A. Okay.

Q. And, because | was away a good part of the time, | trusted
you to --

A. Thank you.

Q. -- to pay the bills.

A. Thank you.

Q. And then I discovered that you were using --

A. Oh, 1 don"t know --

Q. -- my credit card --

A. —-- what you discovered.

MR. SCHIFF: All right.
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THE WITNESS: 1 don"t know --

MR. SCHIFF: No more questions.

THE COURT: No speeches.

THE WITNESS: Thank you.

THE COURT: All right.

Any redirect?

MR. IGNALL: Ever so briefly if we could.

THE COURT: All right. Hold on. Let"s -- let"s do
redirect and then we"ll take our break.

MR. SCHIFF: One more question.
BY MR. SCHIFF:
Q. When you were working -- when you were working for me, was
Jerry Oliver working for me?
A.  Who?
Q. Jerry Oliver.
AV [
Q. He was the --
A. 1™m sorry --
Q. -- he was a --
A. —-- lrwin.
Q. -- former employee of the IRS.
A. | ——- 1 don"t recall that name. | don"t know, lrwin. There
was a lot of volunteers and a lot of people who came in and out,
um, without my approval at the end. So I don"t know. It could.
Q- You just mentioned there were a lot of volunteers.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1956

A. A lot of volunteers and many employees you began to pay.-
Q. But there were many volunteers.
A. There was a couple, yeah --
Q. Have you --
A.  —-- um-hum.
Q. -- any idea why people would volunteer to come work for
Freedom Books?
MR. IGNALL: Objection. Relevance and speculation.
THE COURT: What i1s the relevance?
MR. SCHIFF: Well, 1 just —- 1 can ask for --
BY MR. SCHIFF:
Q- Why would people come and volunteer to --
THE COURT: The objection --
BY MR. SCHIFF:
Q. -- work at Freedom Books?
MR. IGNALL: Same objection.
THE COURT: -- is sustained --
MR. IGNALL: Calls for her --
BY MR. SCHIFF:
Q. Could it be --
MR. IGNALL: -- to speculate on --
THE COURT: -- speculative.
MR. SCHIFF: 1It"s speculative.

THE COURT: She"s speculating.
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BY MR. SCHIFF:

Q. But there were a lot of volunteers. And -- and --

BY MR.

BY MR.

Q. --

worked

A. Who?

THE COURT: Asked and answered.

SCHIFF:

isn"t it a fact --

THE COURT: She answered that.

SCHIFF:
that I never heard of -- this Mr. Peroni [sic] never

for us to my knowledge?

MR. IGNALL: Objection. Beyond the scope --

BY MR. SCHIFF:

Q. The drug dealer.

MR. IGNALL: -- of direct and --
MR. SCHIFF: No further questions.
THE COURT: All right.

Redirect?

MR. IGNALL: Thank you, your Honor.

THE COURT: Do you want to take a break before you

redirect? We"re right there.

minutes.

So...

MR. IGNALL: 1t"s only -- it"s hopefully two, three
Might be nice to --

THE COURT: Well, I don"t know what it*ll turn into.

MR. IGNALL: Yeah.

1957
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MR. CRISTALLI: Well, if it"s only two or three
minutes, 1t shouldn®t be much.

MR. IGNALL: Pardon?

MR. CRISTALLI: |If it"s only two or three minutes, |1
wouldn®"t think I would have much in response.

MR. BOWERS: Just one more question.

MR. IGNALL: All right.

REDIRECT EXAMINATION
BY MR. IGNALL:
Q. You were asked, Ms. Desgrosellier, on cross-examination
about allegations that you were stealing from Mr. Schiff. 1
assume you remember those questions.
A. Yeah.
Q. Were you ever contacted by the police about any of those
allegations?
A. No, I was not. No, I was not.
Q. You used the word "volunteer™ a number of times. When you
say "'volunteer,"™ did any volunteers actually get paid for doing
anything at Freedom Books?
A. Some of them did. Once the business got booming so much,
Irwin offered to pay some of them to help with coding IRS Code
books and certain things, answering phones, because It was a
high demand and we couldn"t keep up. So, yes, he did offer and

they did accept payment.
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Q- And did you have responsibility for paying these people?
A. Yes, I did.
Q. I believe on cross-examination you were shown a few checks
that you wrote out to Perry Oshiro.
A. Yes.
Q- I"m sure you remember that discussion.

Did -- did Mr. Schiff have access to the bank records
from that bank account?
A. Oh, of course.
Q. Did you have the ability to write a check to cash to pay
Mr. Oshiro in cash instead?
A. If 1 would have written a check to myself and went to the
bank and cashed it, yes, he could have received cash.
Q. You could have chosen to do that?
A. Yes, uh-huh. It didn"t matters to lrwin; it mattered to me.
Q. Last question.

Has anyone from the Government made you any kind of a
promise in return for your testimony here today?
A. No, just that that they would do what they could to get me
the phone numbers that I needed to take care of my own stuff.
That"s the only promise that --
Q. But was that in return --
A. -- and it wasn"t even --
Q. -- for your testimony?

A. -- really a promise.
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Honor.

No,

MR.

THE
MR.
THE
MR.
THE
MR.
THE
MR.
THE

We*™

THE

1960

no, no, no.

IGNALL: All right. No further guestions, your

COURT: Recross?

CRISTALLI: Your Honor, I don®"t have anything.
COURT: Mr. Bowers, anything?

BOWERS: No, no. [I*m fine. Thanks, Judge.
COURT: Mr. Schiff?

SCHIFF: No.

COURT: The witness iIs excused.

IGNALL: Thank you, your Honor.

COURT: Thank you.
re in recess for 15 minutes.
(Jury leaves the courtroom at 10:39 a.m.)

COURT: Any matters of business? Government?

Mr. Cristalli? Mr. Bowers?

right.

MR.

THE

THE

THE

THE

wil

CRISTALLI: No, your Honor.

COURT: Mr. Schiff, any matters of business? All

(Recess from 10:49 a.m. to 11:00 a.m.)
COURT: Go ahead and get them.

CLERK: They are right outside the door.
(Jury enters the courtroom at 11:01 a.m.)
COURT: Please be seated.

I counsel stipulate to the presence of the jury?
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MR. IGNALL: Yes, your Honor.

MR. CRISTALLI: Yes, your Honor.

THE COURT: Thank you.

Mr. Bowers?

MR. BOWERS: Yes, your Honor.

THE COURT: Mr. Schiff?

MR. SCHIFF: Yes, your Honor.

THE COURT: Jury is present. You may call your next

witness.

MR. IGNALL: United States calls Matt Diamond.
(Matthew Diamond takes the witness stand.)

MR. CRISTALLI: Your Honor --

THE COURT: Yes.

MR. CRISTALLI: -- 1 think we may need a quick sidebar.

THE COURT: Okay. Sidebar.
(Sidebar conference was held as follows:)

MR. CRISTALLI: I don"t know. It"s almost for the

Government to a certain extent too. She"s pretty emotional

right now; she®s crying. | mean, you wanna just have her
continue to -- 1"m gonna try to get her straight.
MR. BOWERS: They"ll waive to leave if you -- I mean --

THE COURT: Humm?
MR. BORK: They"ll waive their right to be present
during this portion of the next witness"s testimony and won"t be

distracting 1™m sure.
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MR.

THE

MR.

CRISTALLI: Uh-huh. Broke my million-dollar pe
COURT: I got a government pen.

CRISTALLI: This is a -- Gary, is she doin® all

right, a little better.

MR.

MR.

MODAFFERI: She looks pretty good.

IGNALL: And I"m sorry. |Is the proposal that she"d

want to waive her right to be present for this witness?

crying.

to that?

straight.

MR.

MR.

MR.

THE

MR.

MR.

MR.

MR.

MR.

THE

MR.

THE

MR.

THE

MR.

MODAFFERI: She looks distraught, Judge. She*s

IGNALL: Do you want to do that? 1"m not sure.

CRISTALLI: What"s the Court®s position with regard

COURT: 1°d rather not do it. But, you know --
CRISTALLI: All right. Well, we"ll --
BOWERS: Otherwise --

CRISTALLI: We®"Il get her straight. We"ll get

MODAFFERI: If we could just get some tissues.
CRISTALLI: Tissues and stuff, yeah.

CLERK: 1 have some tissues.

IGNALL: All right. Your Honor --

COURT: Let"s see what --

BOWERS: Can I raise --

COURT: -- maybe the testimony kind of --

IGNALL: Yeah, this is —-

n.

her

1962
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MR. CRISTALLI: Mellow out.

THE COURT: -- take her mind off of it.

MR. IGNALL: -- not gonna be that exciting.

MR. CRISTALLI: No, it"s not.

MR. IGNALL: I didn"t mean that.

MR. BOWERS: Plus all the other --

THE COURT: I was watching the jury for sleepers.

MR. IGNALL: Can I just raise one thing quickly? 1
don®t know if we"ll be able to -- I"m hoping to do this quickly.

Mr. Diamond

THE

MR.

THE

MR.

is a bailiff over in —-
COURT: Yes.

IGNALL: -- state court.
COURT: Uh-huh.

IGNALL: If there"s some way we can get him done

before the lunch break because he has no one to cover him for

this afternoon. Hopefully we"ll --

THE

MR.

THE

MR.

THE

MR.

THE

MR.

THE

COURT: Yeah. Okay.

IGNALL: If it"s possible. If it"s not, it"s not.
COURT: Yeah. Well, we"ll go as long as we can.
IGNALL: Okay.

COURT: Ready?

IGNALL: Yes. Thank you.

COURT: So let me know --

CRISTALLI: Okay. Thank you, your Honor.

COURT: If you want to readdress it.
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(Sidebar conference concluded and the

following is held in open court:)

THE CLERK: Go ahead and take the witness stand. Sir,

remain standing and raise your right hand.

You do solemnly swear that the testimony you shall give

in the cause now pending before this court shall be the truth,
the whole truth, and nothing but the truth, so help you God?

THE WITNESS: 1 will.

THE CLERK: Please be seated.

Please state for the record your full name and spell
your last name.

THE WITNESS: Matthew Diamond. Last name,

D-1-a-m-0-n-d.

MATTHEW DIAMOND,
called as a witness on behalf of the Government, having been

first duly sworn, was examined and testified as follows:

DIRECT EXAMINATION
BY MR. IGNALL:
Q. Good morning --
THE COURT: Go ahead.
BY MR. IGNALL:
Q. -- Mr. Diamond.

A. Good morning.

1964



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q.
some
A.
Q.

A.

Q-

1965

Where do you live, Mr. Diamond?

In Las Vegas.

How long have you lived in Las Vegas?

Eleven years.

What do you do here in Las Vegas?

I"m a bailiff at the District Court.

And how long have you been there?

Ten years.

Do you earn a salary as a bailiff in the District Court?
Yes.

Do you get a Form W-2 at the end of the year?

Yes.

All right. Have you ever met -- have you ever heard of
one named "lrwin Schiff"?

Yes.

When did you First hear of Irwin Schiff?

Back in the "60s.

How did that come about?

He was on a television show, David Susskind,
s-s-k-i1-n-d.

Since you moved to Las Vegas about 11 years ago, did you

ever hear of Mr. Schiff again?

A.

Q.

A

Yes.

When was that?

On the radio.
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Q. Do you remember when?
A. 1 would say "95/796.
Q. What was Mr. Schiff talking about on the radio?

A. He was promoting a zero tax return program.

Q. Was he promoting anything else on the radio show?

A. 1"m not sure | understand.

Q. Was there anything else he was promoting on the radio show?

A. No. Just zero taxes.

Q. Was there anything he was trying to sell on the radio show?

A. His books. He"s published several books.

Q. After you heard Mr. Schiff on the radio, did you do anything

in response to what you heard?

A. Not immediately.

Q. At some point did you do anything?

A. Yeah. About, uh, 1 think in "96, yes.
Q. What did you do in "967

A. | purchased his book.

Q. Where did you go to purchase the book?

A. He had an office, uh, in some little -- a little, tiny

building somewhere. You have to go around the back.
sure where it was. It was iIn Las Vegas somewhere.
Q. What was the name of the business?

A. Uh, 1 think it was Freedom Books.

Q. What did you buy when you went into Freedom Books?

A. 1 bought The Federal Mafia.

I"m not
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Q- Uh, did you listen to Mr. Schiff"s radio program at any
point after that?
A. Yes.
Q. And what did Mr. Schiff talk about on the radio program?
A. He talked about his program of zero tax returns and the, uh,
government®"s illegal collection and withholding of your taxes.
Q. In response to that, did you ever return to Freedom Books to
do anything?
A. Not immediately, no.
Q. At some point, did you go back to Freedom Books?
A. Yes.
Q. When was that approximately? If you don"t recall, there may
be some documents I can show you that might refresh your
recollection.
A. Okay.
Q. Is there anything that would refresh your recollection as to
when that was?
A. Not particularly because...
Q. AIl right. Well, we"lIl -- we may get back to that in a
moment.

Why did you go back to Freedom Books?
A. To pick up forms.
Q. What kind of forms?
A. They were, uh, response forms to, uh, the information in his

book. If you use the information in his book, uh, and filed
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your zero returns to -- to, uh, get a refund on your
withholdings, then the IRS would send you follow-up documents
and correspondence. And then he had a follow-up response to the
IRS"s correspondence and anything subsequent -- there was always
another response.

Q. Was that something you had to purchase or did he give --

A_. Oh, vyes.
Q. -- those away?
A. 1t was a la carte.

MR. SCHIFF: Can 1 hear the question and answer to
that? 1 didn"t hear it.

THE COURT: The question was regarding going back to
Freedom Books and the witness said that he went there to pick up
forms. He said, if you use the information in his book and
filed zero returns, then the IRS would send follow-up documents
and correspond and then he had a follow-up to the IRS
correspondence and anything subsequent. And --

MR. IGNALL: May 1 approach the witness, your Honor?

THE COURT: -- that was the -- that was the -- one of
the questions.

And then the last question was, "Was that something you
had to purchase?" And the witness said, "It was a la carte."
BY MR. IGNALL:
Q. What do you mean by "a la carte"?

A_. Well, each document had to be purchased -- each response had

1968
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1969

to be purchased separately. It wasn"t a bulk --
Q. AIll right.
A. —- package.
Q. Thank you.
MR. IGNALL: May 1 approach the withess, your Honor?
THE COURT: You may.
BY MR. IGNALL:
Q. If I could ask you to look at Exhibit 140 that"s been
previously marked.
Do you recognize Exhibit 140, Mr. Diamond?
A. Yes.
Q. What is Exhibit 1407
A. It"s a 1040 return.
Q. Filed by whom?
A. Myself.
MR. SCHIFF: What year is that, please?
BY MR. IGNALL:
Q. And what year is that?
A. 1996.
MR. SCHIFF: 19967
BY MR. IGNALL:
Q. And what amount to you report as your income as wages?
A. Zero.
Q. Why did you report zero on that Form 10407?

A. 1 was using the Schiff program.
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MR. SCHIFF: What was the answer to that?
THE COURT: He was using the Schiff program.
BY MR. IGNALL:
Q. Where did you get the Schiff program?
A. From Freedom Books.
Q. Did you have wages in 1996 --
A. Yes.

Q. -- of more than zero dollars?

MR. IGNALL: Government moves Exhibit 140 into evidence

at this time.

THE COURT: Any objection to 1407

MR. CRISTALLI: No, your Honor.

MR. BOWERS: That"s just Mr. Diamond®s tax return;
correct?

THE COURT: Correct. 1996 tax return.

MR. BOWERS: 1 have no objection, your Honor. Thank

you.

MR. SCHIFF: No. I wanna see -- do | have a copy of it

here? Can I --
MR. BOWERS: Your Honor, maybe we can help...
MR. SCHIFF: 1 wasn"t prepared for this witness.
Nobody told me he was gonna be here.
THE COURT: 1t"s a 1996 tax return.
MR. BOWERS: 1Is it 141, your Honor?

THE COURT: 140.
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MR. IGNALL: 140. And they are gonna be -- to speed

things up, the next exhibits are gonna be sequential to that.

MR. SCHIFF: 1 mean, 1 wasn"t told he was gonna be a
witness otherwise 1°d be better -- have everything with me.
THE COURT: Well, the Government -- I"m sure you

mentioned his name iIn the --
MR. SCHIFF: Yes, no objection.
THE COURT: All right. 140 i1s received.
(Government®s Exhibit No. 140, received into

evidence.)

MR. IGNALL: If we could put Exhibit 140 on the screen

and if we could go down to line 7 borrow that up.
(Document displayed in open court.)

BY MR. IGNALL:

Q. Is that -- i1s that where you reported zero --
A. Yes.
Q. -- for your wages”?
Did you seek -- did you have taxes withheld from your

salary during the year 19967?
A. Yes.
Q. Did you seek a refund of those taxes?
A. Yes.
(Document displayed in open court.)

BY MR. IGNALL:

Q. If we could turn to the next page, where -- where does that
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appear on this tax return?

A.

Q.

BY

Q.

Line 59.
All right.

(Document displayed in open court.)
MR. IGNALL:

IT we could turn to the next page, did you attach anything

to your tax return?

A.
Q.
A.
Q.
A.
Q.
A.
Q.
A.
Q.-

A

BY

Q.

up.

Yes.

What is It you attached?

It was the after attachment, uh...

Is that what we see here in Exhibit 1407?
That"s correct.

Where did you get that attachment?

At Freedom Books.

Did you write this yourself?

No, sir.

Did you purchase this attachment?

Yes.
MR. SCHIFF: What was that question again?
THE COURT: Did you purchase the attachment?
(Discussion between Mr. Leventhal and
Mr. Schiff.)
MR. IGNALL:

IT I could turn your attention to Exhibit 141 -- let me back

I*"m sorry, sir.
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What -- what date did you fill out this tax return, the
1996 tax return?
A. April 13th, 1997.
Q. Okay. |If 1 could turn your attention to Exhibit 141, do you
recognize this document?
A. Yes.
Q. What is this document?
A. 1997 1040 return.
Q. Did you Ffill this one out?
A. Yes.

MR. IGNALL: At this point, the Government moves into
evidence Exhibit 141 and we"re --

THE COURT: Any objection, Mr. Cristalli?

MR. CRISTALLI: 1"m sorry, your Honor?

THE COURT: 1417

MR. IGNALL: 141.

MR. CRISTALLI: No objection.

THE COURT: Bowers?

MR. BOWERS: I have no objection to either of the
documents. They just said they were going to tender these.

MR. SCHIFF: No, no objection.

THE COURT: 141 is received.

MR. IGNALL: And the next exhibit Government®s gonna
approach to move in is 142. 1Is there any objection to that? It

might speed things up a little bit.
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1974

THE COURT: Okay. 140 is the -- or, 142 is the --
MR. IGNALL: 1998 --
THE COURT: 1998 --
MR. IGNALL: -- 1040.
THE COURT: -- 1040.
Any objection to that? Mr. Cristalli?
MR. CRISTALLI: No, your Honor.
THE COURT: Bowers?
MR. BOWERS: No, I don"t have any objection.
THE COURT: None?
Mr. Schiff?
MR. SCHIFF: No, no objection.
THE COURT: 141 and 142 are received.
(Government®s Exhibit Nos. 141 and 142,
received into evidence.)
MR. IGNALL: IFf we could put on Exhibit 141 on the
screen.
(Document displayed in open court.)

MR. IGNALL: Thank you, Agent Steiner.
BY MR. IGNALL:
Q. How much wages did you report on your 1997 tax return?
A. Zero.
Q. Why did you report zero?
A. 1 was employing the Schiff program.

Q. Did you seek a refund of the taxes you had withheld?
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Yes.

How much was that?
$1190 --

All right.

-- and 39 cents.

(Document displayed in open court.)

BY MR. IGNALL:

Q.

IT we could turn your attention to Exhibit 142, do you

recognize this document?

A.
Q.
A.
Q.
A.
Q.

A.

Q.

(Nods head.)

Do you recognize this document, sir?

Yes.

What i1s this?

1998 1040 return --
All right.

-— prepared by me.

And did you request -- I"m sorry.

report on this --

A.
Q.
A.
Q.

"98

Zero.

-- 1998 tax return?

Zero.

How much wages did you

And, with respect to both of the returns, the "97 and the

return, did you include an attachment with those returns?

Yes.

And where did you get that attachment?
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A. Freedom Books.
Q. If I could turn your attention to what we"ve marked as
Exhibit 143.

MR. IGNALL: Your Honor, the Government moves into
evidence Government Exhibit 143. 1It"s a self-authenticating
public record.

MR. CRISTALLI: No objection.

MR. BOWERS: 1 have no objection.

THE COURT: 1437

MR. SCHIFF: No.

THE COURT: No objection, Mr. Schiff?

MR. SCHIFF: No --

THE COURT: Okay. Thank you.

MR. SCHIFF: -- no objection.

THE COURT: Thank you. 1"m sorry. |1 didn"t hear you.

143 is received.
MR. IGNALL: All right.
(Government"s Exhibit No. 143, received into
evidence.)
(Document displayed in open court.)
BY MR. IGNALL:
Q. IFf I could turn your attention to what we"ve marked as
Government Exhibit 143 and blow that up, what is Exhibit 1437
A. Well, it includes my 1040 return for 1999 and a document

I "ve never seen before.
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tax

1977

The certification page you®"ve never seen, | assume?
Excuse me?
The first page is what you haven"t seen?
This top page 1°ve never seen before, yes.
But after that --
It"s my 1040 form for 1999.
How much did you report in wages on your 1999 tax return?
Zero.
And why did you report zero?
I was employing the Schiff program.
All right. Uh, and when did you file this 1999 tax return?
April 15th --
of?
-- 2000.
All right. Thank you.
And did you include an attachment with this tax return?
Yes.
And where did you get that attachment?
Freedom Books.
All right. Did you request a refund for 19997?
No.
Did you have any income tax withheld during 19997
Yes.
Did you ever get any refunds from the IRS after filing these

returns?
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BY

Q.

1978

No.
Did you get anything else from the IRS?
Correspondence.
(Document displayed in open court.)
MR. IGNALL:

IT I could turn your attention to Exhibit 144, do you

recognize Exhibit 144?

A.

(Reviewing document.)
Yeah, 1 rec- -- 1 recognize the document, yes.
What is Exhibit 144?
Uh, 1t"s a frivolous notice. A frivolous return notice.
It"s -- it"s -- who is i1t from?
The IRS.
Addressed to whom?
To myself and my wife.
And this is a copy of a letter that you got from the IRS?
It could be.
Does i1t look like a letter you got from the IRS?
It looks like letters of correspondence I"ve received, yes.

MR. IGNALL: Government moves into evidence

Exhibit 144.

THE COURT: Any objection?
MR. CRISTALLI: No objection.
MR. BOWERS: No objection, your Honor.

MR. SCHIFF: No objection.
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THE COURT: 144 is received.
(Government®s Exhibit No. 144, received iInto
evidence.)
MR. IGNALL: IFf we could put Exhibit 144 on the screen.
(Document displayed in open court.)
BY MR. IGNALL:
Q. After you got -- what"s the date of this letter,
Exhibit 1447
A. June 21st, 2000.
Q. Does it say what tax period this refers to?
A. Yes.
Q. What tax period?
A, 1999.
Q. All right. And, if you could just read the, uh, first
sentence iIn this letter.
A. "[wWe"ve] determined that the information you sent is
frivolous and your position has no basis in law."
Q. What did you do once you got this letter?
A_. 1 got the proper response from Freedom Books.
Q. Did you take this letter down to Freedom Books?
A. No.
Q. Did you speak with anyone at Freedom Books when you went
down there?
A. Yes.

Q. Do you --
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A. I —- 1 called -- most of my contacts with them were over the
phone, what do 1 need to address this.

Q. Do you --

A. And so they would direct me to the proper form and I1*d come
down and pick it up or else —-

Q. Do you remember who you spoke to?

A. No. The -- the -- the staff always -- was continuously
changing.

Q. When you went down to Freedom Books to pick up a response,
did you have to pay for that response?

A. Yes.

Q. All right. Did you send in the response that you purchased

from Freedom Books --

A. Yes.
Q. -- to the IRS?
Did you ever get any response from the IRS as a result
of that?
A. 1°m certain 1 did.
Q. You don"t remember in par- -- specifically what it was?

A. Not in particular, no.

Q. If I could turn your attention to what we"ve marked as
Exhibit 145, do you recognize this document?

A. Yes.

Q. What is this document?

A. A deficiency.
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1981

Q. Do you remember receiving this document?

A. One like 1t, yes.

Q. What"s the year that this pertains to?

A. Let me see. 1999.

Q. Do you recall getting a letter from the IRS about a
deficiency for the year 1999?

A. Yes.

Q. All right.

MR. IGNALL: At this point, Government moves into
evidence Exhibit 145.

MR. CRISTALLI: No objection.

MR. BOWERS: No objection.

(Discussion between Mr. Schiff and
Mr. Leventhal.)

MR. SCHIFF: Um, wait a minute. The only objection 1
have, your Honor, to this exhibit is that it"s not the -- it"s
not the complete deficiency notice. |1 would like to see the
supporting documents. That"s just the first two pages.

Do you have the rest of it? 1 would like to -- it"s
important that the rest of it be shown.

THE COURT: Are —-

MR. SCHIFF: That"s only the Ffirst two pages.

THE COURT: -- there additional pages?

MR. IGNALL: Not in the exhibit. 1I"m not sure if we

have the records showing the, uh -- the enclosures that are
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listed at the bottom.
MR. BOWERS: 1 think that®"s a fair objection.
MR. SCHIFF: Pardon?
What is significant is the supporting documents to
support that deficiency, and they are not here.
MR. IGNALL: Your Honor, we need not move that in.
BY MR. IGNALL:
Q. Did you get a letter from the IRS saying that you had a
deficiency for 19997?
A. Yes.
Q. What did you do in response to getting that letter?
A. I called Freedom Books to see what my next step would be.
Q. Did you purchase anything from Freedom Books as a result of
that?
A. 1°m certain of it, yes.
Q. Did you ever call Freedom Books --
A. I"m certain of it, yes.
Q. Why are you certain of it?
A_. Because every correspondence from the IRS had a
corresponding response from Freedom Books.
MR. SCHIFF: Can I have a -- can | have a question?
THE COURT: Yes.
MR. SCHIFF: For these years -- do you have iIn here the
4340"s for all those years? We discussed 4340°s yesterday.

MR. IGNALL: Those have not been admitted for this
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witnhess.

MR.

MR.

MR.

MR.

MR.

that we get the 4340°s for all these years.

they can get
THE
MR.
THE
MR.

THE

SCHIFF: You didn"t?
IGNALL: They are not relevant --
SCHIFF: Well --

IGNALL: -- to this witness"s testimony.

SCHIFF: -- your Honor, I think i1t"s significant

them.

COURT: For --

SCHIFF: Because it bears on --
COURT: -- for this witness?
SCHIFF: -- the legitimacy. Yes.

COURT: Well, you can ask him questions

cross-examination. But right now, as | said earlier

MR.

SCHIFF: The reason | say that, your Honor,

he won"t know about what®"s on his 4340°"s --

THE

MR.

THE

COURT: Well --

SCHIFF: -- unless they show it to him now.

on

They have them;

is that

COURT: Yeah. The Government doesn®"t have to put

in all of them. It can put in whatever it wants. And then it"s

up to you to

MR.

develop --

SCHIFF: Your Honor, could 1 ask for one 4340 for

any one of these three years?

MR.

IGNALL: Your Honor, the relevance of Mr.

Diamond"s

testimony is that he followed the Schiff program, filed the zero

1983
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returns, got responses from the IRS, went back to Freedom Books,
purchased more materials, and then was sold something else to
send to the IRS.

MR. SCHIFF: Your Honor, the reason my question is
relevant, 1 wanna see on his 4340 how the government treated the
zero returns. We won"t know that unless we look at a 4340.

THE COURT: Well, it —-

MR. SCHIFF: Yeah. |1 mean -- 1 mean, | don"t want to
hold up the proceedings. It"s just a question. They should be
able to get it.

THE COURT: Well, you can ask him questions about them
on cross-examination. But the Government is not required to --

MR. SCHIFF: Your Honor, I can"t --

THE COURT: -- put in the evidence you think it should
put in.

MR. SCHIFF: Your Honor --

THE COURT: The Government is developing its case
and --

MR. SCHIFF: I can®"t ask him questions on a 4340 if
he"s never seen 1t. All I need is one --

THE COURT: Well --

MR. SCHIFF: -- for one year.

THE COURT: -- we"ll deal -- we"ll deal with it when

the jury is not here.
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BY MR. IGNALL:
Q. All right. Mr. Diamond, did the responses that you
purchased from Freedom Books resolve your tax problems with the
IRS?
A. No.
Q. At some point, did you initiate any kind of a court
proceeding to try and resolve your problems?
A. Yes.
Q. When did you do that? Actually, let me withdraw that
question.

On whose suggestion did you initiate a court
proceeding?
A_. Well, 1 called Freedom Books when the response to the
deficiency wasn"t effective.
Q. Okay.
A. And I was told you"d have to file the petition for Tax
Court.
Q. Who told you that, if you recall?
A. Someone at Freedom Books.
Q. Did you go in there and meet with somebody?
A. Yes.
Q. And you don"t recall who it was that you met with that told
you that?
A. I don"t recall who told me that over the phone. But I did

go down with the materials that they said | needed to file a Tax
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Court petition.

Q. Did you purchase anything from Freedom Books in connection
with this Tax Court petition?

A. Yes.

Q. What did you purchase?

A. The preparation of Tax Court petition.

Q. They had something -- a package or something that was
related to the Tax Court?

A. No. They had someone there that 1 was -- 1 was directed to
that would prepare the Tax Court petition.

Q. Do you remember how much you paid for this Tax Court
petition?

A. A few hundred dollars. 1 don"t recall exactly how much.
But. ..

Q. Do you remember who prepared the Tax Court petition?

A. It was -- | was directed to a cubicle with some -- with a
gal at a computer. And I don"t know if her name was Bobbie or
something like that. It was one of those kind of names. 1
don"t know if It was Bobbie, but that"s the name that comes to
mind.

Q. Did you, uh, actually file this petition with the Tax Court?
A. Yes.

Q. What happened in this Tax Court proceeding?

A. 1 was scheduled for a court date and the case was decided

without any court proceedings.
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Q- Did you ever receive any correspondence from the Tax Court
indicating that?
A. Actually, from the U.S. Attorney"s Office after | had asked
for a copy because | hadn"t received anything.
Q. AIll right. 1If I could turn your attention to what we"ve
marked as Exhibit 152, do you recognize Exhibit 1527?
A. No, sir.
Q. Have you ever seen -- go past the first page.
A. Past the first page? Okay.
Q. Do you recognize from this page forward?
A. (Reviewing documents.) Yes.
Q. What is this document?
A. 1t"s an Order of Decision from the Tax Court.
Q. This is an order in your case?
A. Yes.

MR. IGNALL: Government moves into evidence
Exhibit 152.

THE COURT: Cristalli, any objection?

(Discussion between Mr. Cristalli and
Mr. Modafferi.)

MR. CRISTALLI: Your Honor, my only -- my only issue is
I made a previous objection with regard to documentation that we
attempted to get in through independent, uh, legal sources,
i.e., counsel from a different jurisdiction. Just for the

purposes of having the ability to present, um, that position,
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that legal basis, we have an objection to the Government
supplying an alternative legal, uh, position in terms of their
support.
MR. IGNALL: Let -- let me ask one other question, your
Honor .
BY MR. IGNALL:
Q- When you got this decision from the Tax Court, Mr. Diamond,
did you ever talk to anyone at Freedom Books about it?
A. No.
Q. You didn"t. Okay.
MR. IGNALL: We"ll withdraw that, your Honor.
THE COURT: Okay.
BY MR. IGNALL:
Q. What was the result of your Tax Court petition?
A. 1t was denied.
Q. Was there anything else other than you were denied? Was
there any kind of a penalty involved?
A. Yes.
Q. Do you remember how much the penalty was?
A. Not offhand, no.
Q. If I were to ask you to look at Exhibit 152, would that
refresh your recollection?
A. (Reviewing documents.)
Yes. It"s listed on the end there.

Q- And how much was the penalty?
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A, 7,500.
Q. Thank you.
Mr. Diamond, are you familiar with something called "a
collection due process hearing'?
A. Yes.
Q. How did you first hear of such a thing?
A_ Through Freedom Books.
Q. And what did -- do you remember anyone in particular you
talked to at Freedom Books about this?
A. Not in particular that I can recall.
Q. What did someone at Freedom Books tell you a collection due
process hearing was?
A. Well, there"s a form, an application form, for due process
hearing, and you file that and then you get a hearing date.
Q. And did you go in to fill out such a form?
A. | obtained the form and 1 submitted it to the --
Q. To get this hearing?
A. -- to the IRS.
Q- Did you get a hearing for this -- date for this collection

due process --

A. Yes.
Q. -- hearing?
Once you got that date, did you go back to Freedom
Books?
A. Yes.
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Q. Why did you go back there?

A. To get some, uh, direction as to, uh, what was gonna occur
durin® this due process and what I needed to -- to inquire and
present at this hearing.

Q. Did you meet with anyone at Freedom Books to discuss what to
do at this hearing?

A. Yes.

Q. Who did you meet with?

A. lrwin Schiff.

Q. What did Mr. Schiff tell you to do at this collection due
process hearing?

A. Well, he outlined the points | needed to stress at this
hearing.

Q. Do you recall what those points were?

A. Some of the points were the verification documents, the
legal- -- legality of the hearing, and that they -- and some
compliance documents that they needed to have on hand and
present. And that was basically the crux of the entire hearing
was a dispute over these documents.

Q. Did you meet with anyone else at Freedom Books about what to
do at this collection due process hearing?

A. Well, the day of the hearing 1 -- | met with Cindy Noun
[sic] and she volunteered to go with me to the hearing that same
day. Uh, just kind of to lend some moral support.

Q. Did --
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A. She told me she couldn"t -- she wouldn®"t be allowed to
represent or partake in it. But, uh, more an advisory kind of
position she"d be in, in case | had some -- some questions of
what 1 needed to ask or what I needed to present.

Q. Did she say why she wouldn"t be able to participate?

A. She just said the IRS doesn"t allow her --

MR. SCHIFF: What was --

THE WITNESS: -- to participate.

MR. SCHIFF: -- that question? [I"m sorry.

THE COURT: Did she say why she wouldn"t be allowed --
able to participate. Answer, she said the IRS doesn"t allow her
to participate.

BY MR. IGNALL:

Q. Do you see Ms. Neun -- or the woman who accompanied you to
the collection due process hearing, do you --

A. Yes.

Q. -- see her here in court today?

Can you identify her by what"s she®"s wearing?

A. She"s sitting at the defense table. She"s wearing a black
jJjacket with what appears to be a beige top, red hair, glasses.

MR. IGNALL: May the record reflect the identification
of Defendant Neun?

THE COURT: Yes.

BY MR. IGNALL:

Q. Did Ms. Neun accompany you to the collection due process
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hearing?

A. Yes.

Q. Who else was there?

A. Two hearing officers from the IRS.

Q- All right. What

taped the session.

myself.

answer .

happened at that hearing?

A. We just -- we each had a tape recorder. We taped -- we
And they iIntroduced themselves; | introduced
MR. SCHIFF: What was the answer? 1 didn"t hear the
THE COURT: Why don"t you go over there --
MR. SCHIFF: Yeah.
THE COURT: -- and sit down again.

The question was, What happened at the hearing?

The answer i

s, We each have a tape recorder. She

introduced themselves and 1 introduced myself.

THE WITNESS:

The IRS officers introduced themselves.

I introduced myself and Ms. Neun introduced herself.

MR. SCHIFF:

hear that answer.

hearing.

THE COURT:

MR. SCHIFF:

THE COURT:

MR. SCHIFF:

Can you speak a little louder? 1 didn"t

Everyone introduced themselves at the

I didn"t hear that.

Everyone introduced themselves.

Okay, okay.

1992
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BY MR. IGNALL:

Q. What happened next? What did you discuss at that collection
due process hearing?

A. | went point by point on the items that, uh, Mr. Schiff told
me | needed to obtain from these hearing officers to validate
this hearing.

Q. Did you ask him -- did you ask any hearing officer about
what law required you to pay taxes or file tax returns?

A_. Correct.

Q. Was Ms. Neun present when you asked that question?

A. Yes.

Q. Did either of the IRS employees answer that question?

A. Yes.

Q. What -- do you recall the names of either employee?

A. One of them was called, uh -- he had a French name like Mino
(phonetic).

Q. Does the name Tom Menaugh sound familiar?
A. Mino or somethin® like -- yeah.
Q- Okay.
A. He"s from Phoenix.
Q. Someone from Phoenix?
A. Yes.
MR. SCHIFF: 1I"m sorry. What was that?

THE WITNESS: He"s from Phoenix.
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BY MR. IGNALL:

Q. And did either of the employees answer the question about
what law required you to pay income taxes and file tax returns?
A. No.

Q. I™m sorry. 1 thought you said before that --

A. You asked me liability.

Q. Pardon?

A. You asked me liability, did you not?

Q. All right. What -- what -- what did -- what did the hearing
officer explain during the proceeding?

A. He told me I wasn"t entitled to raise the issue of
liability, that 1 had waived that right.

Q. But was there ever a discussion about different sections of
the Code requiring the payment of income taxes and the filing of
tax returns?

A. Yes. He pointed out one section that said married persons
have to File jointly.

Q- All right. What happened as a result of this collection
due -- how long did this hearing last?

A. Oh, 15 or 20 minutes.

Q. What happened as a result of this, uh, collection due
process hearing?

A. | jJust got another notice that it was denied, and 1 think
that"s what precipitated the Tax Court case.

Q. Is that when you filed your petition in Tax Court?
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Yes.

IT I could turn your attention to Exhibit 149.
(Complies.)

Do you recognize this document?

It"s a 1040 for 2001.

And how much income did you -- is this your 1040,

. Diamond?

Yes.
And how much income did you report for the year 20017?
Zero.
Okay. Did you have any income in excess of zero for 20017
Yes. | had wages.
Thank you.
When did you file this tax return?
2002.
And did you --

MR. IGNALL: At this point, the Government moves into

evidence Exhibit 149.

THE COURT: Any objection to 1497
MR. CRISTALLI: No.

MR. BOWERS: 1 have no objection.
MR. SCHIFF: What"s 149?

You can put them all in. 1 have no objection.

BY MR. IGNALL:

Q.

Did this --
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THE COURT: It is received.

MR. IGNALL: All right. Thank you, your Honor.
(Government"s Exhibit No. 149, received into
evidence.)

BY MR. IGNALL:

Q. Did this tax return include the same attachment that your
previous tax returns had included?

A. Yes.

Q. Why did you report zero as your total income on your 2001
tax return?

A. 1 was employing the Schiff program.

MR. SCHIFF: Pardon? What was the answer?

THE COURT: "1 was employing the Schiff program."

MR. SCHIFF: That"s unresponsive. That"s unresponsive.

THE COURT: No.

Why did you report zero as your total income? The
answer was, "l was employing the Schiff program.”™ It is
responsive.

BY MR. IGNALL:

Q. As a result of the zero returns you filed, did you ever get
any bills from the IRS?

A. Yes.

Q. Did those bills, uh, include any penalties and interest?

A. Yes.

Q. Do you know how much the IRS says you owe in penalties and
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interest on top of the tax you would have otherwise owed?

A. Now?

Q. Now.

A. Nothing.

Q. How much was it -- why is it nothing now?

A. Because | pay my taxes.
Q- All right. Do you follow the Schiff program anymore?
A. 1 abandoned it years ago.
Q. Why was that?
A. Didn"t work.
Q- All right. Anyone tell you -- anyone at Freedom Books ever
tell you that the program wasn"t gonna work?
A. To the contrary.
Q. What did they tell you?
A. Well, the radio show, he was always promoting the successes
around the country.
Q. Any -- any discussion about people having to pay money the
way you had to pay?
A. No.
MR. IGNALL: No further questions, your Honor.

THE COURT: Cross?

CROSS-EXAMINATION
BY MR. CRISTALLI:

Q- Good morning, Mr. Diamond.
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A_. Good morning, Mr. Cristalli.

Q. We know each other.

A. Very well. Yes, we do.

Q. You are a bailiff over in the court -- in the state court
system?

A_. And you are an attorney there as well.

Q- So we see each other quite often?

A. Every day.

Q. Um, before you came to Las Vegas and was a police -- was a
bailiff, what did you do before that period of time?

A. I"m a retired detective specialist from NYPD.

Q. So, uh, it would be safe to say that, uh, you put your dues
in back East as a police officer, uh, doing investigations and,
uh, preventing crimes?

A. Yes.

Q. You wouldn"t consider yourself as somebody who would even
think about committing a crime; correct?

A. That"s correct.

Q. In fact, you"re somebody who spent most of your life trying
to prevent crimes from happening. True?

A. Yes.

Q. And then, if they happened, you would do what you could to
make sure whoever did it, um, is punished according to the law?
A. Yes.

Q. You met a lot of con men during your period of time in
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New York; correct?

A. Yes.
Q. Met -- met a lot of people that, uh, committed crimes;
right?

A. Absolutely.
Q. Arrested a lot of "em?
A. My share.
Q. A lot of "em we want to prison; correct?
A. They all did.
Q. And, um, with regard to Irwin Schiff, you had -- you have
known of him for quite a long time in the "60s if 1"m not
mistaken; correct? You have heard of him In some --
A. In the "60s --
Q. -- capacity.
A. -- yes.
Q. Um, he, in the "60s, was proclaiming pretty much what he is
proclaiming today and that®"s that you don®"t have to legally pay
income tax. Would that be an accurate statement?
A. No, i1t would not.
Q. It wouldn™t.
So, in the "60s, he was teaching a different
philosophy?
A. Yes.
Q. Okay. And then, um, later on, more towards the period of

time that you came to Las Vegas, um, you heard him through the
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radio show speaking about, um, the fact that you don"t have to
legally pay income tax; correct?

A. Correct.

Q. And, um, during the period of time that you heard him on the
radio, um, at the very least you did not at that time dispel him

as a con man; correct?

A. No.

Q. In fact, you believed what he was saying at that particular
time?

A. Yes.

Q. You believed it to the extent that you went and purchased

his material --

A. Yes.
Q. -- correct?

And you digested the material, you read the material?
A. 1 did.

Q. You"re an individual, based on your experience and training,
that is accustomed to doing your own investigations. True?

A. Yes.

Q. You are a detective; correct?

A. Not any longer.

Q. Well, it"s hard to get rid of that; correct?

A. Pretty much.

Q. All right. So it"d be safe to say that in your -- in your

opinion you did your due diligence in terms of di- -- digesting
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as much material as you possibly could get from Mr. lrwin
Schiff; correct?

A. Yes.

Q. Okay. And there became a period of time when you began to
implement those philosophies based on the readings that you,
um —-- you did?

A. Yes.

Q. Okay. Um, and part of that philosophy would be to file the

zero returns with the -- with the Long attachment; correct?
A. Yes.

Q. Okay. After you did that you received a letter back from
the Internal Revenue Service claiming that the 1040 with the
Long attachment was frivolous; right?

A. If you represent that, yes. | can"t...

Q. Okay. There came a point in time where --

A. | received correspondence.

Q. Right.

And then, in response to the correspondence you
received from the IRS, um, based on the information that you
obtained through Irwin Schiff*s material -- and, by the way,
part of Irwin Schiff"s material is the IRS Code; correct?

A. Yes. You can purchase that from him.
Q. Okay. And you did?
A. 1 did.

Q. Okay. And so, in response to correspondence from the IRS,
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you Filed for a hearing. True?
A. Eventually, yes.
Q. Eventually.
Um, and you were accompanied by Ms. Cynthia Neun at
that hearing. Is that accurate?
A. Yes.
Q- Okay.
(Discussion between Mr. Cristalli and
Mr. Modafferi.)
MR. CRISTALLI: May I approach the clerk, your Honor?
THE COURT: You may.
MR. CRISTALLI: Thank you.
(Discussion between Mr. Cristalli and the
clerk.)
(Defendant Neun"s Exhibit No. 2507, marked
for identification.)
MR. CRISTALLI: May I approach the witness, your Honor?
THE COURT: You may.
BY MR. SCHIFF:
Q. Mr. Diamond, I"m going to approach you with what appears to
be the transcripts of the collection due process hearing. Could
you just take a look at that and tell me whether or not you
recognize that and is that an accurate transcription, to the
best of your knowledge, of the due process hearing that you

attended?

2002



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A_. (Reviewing document.)

It appears to be, yes.

Q. Okay. Take your time if you want to look through it.
A. Yeah. Let me see.

MR. CRISTALLI: Your Honor, I1*d like to move for the
Defendant™s Proposed Exhibit 25- -- 25, 1 believe --

THE CLERK: 07.

MR. CRISTALLI: -- 07 into evidence.

MR. IGNALL: Your Honor --

THE COURT: Any objection?

MR. IGNALL: -- we have no objection, but we do have
the tape. And, in the interest of time with this witness, we
were gonna play the tape with another witness. But we don"t
object to the tape being introduced as evidence at this time.
don®"t know how the Court feels about --

MR. CRISTALLI: I would be agreeable to that.

THE COURT: That"s the better procedure for -- for
evidence is to admit the tape. The transcript will not be
admitted, but the tape will. You can use the transcript.

MR. CRISTALLI: Yeah, and that"s fine.

And, your Honor, for brevity purposes, | can shorten up

my examination if the Government can promise me that they will
in fact play that tape.
MR. IGNALL: Yes.

MR. CRISTALLI: Okay.

2003



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR.
MR.
MR.
MR.
MR.
THE
MR.
played, your
THE

MR.

IGNALL: We
CRISTALLI:
IGNALL: 1t”
CRISTALLI:
IGNALL: We
COURT: 153,
SCHIFF: No.
Honor?
COURT: Are
IGNALL: We

will stipulate to that.
Thank you.
s Exhibit 153.

Okay .

move the introduction of Exhibit 153.

any objection?

I jJust -—- when will the tape be

you gonna play it with this witness?

were not -- in the interest of his

time, we"re not gonna play it with this witness.

THE COURT: Okay.

MR. IGNALL: We"re gonna play it --

MR. SCHIFF: 1t"1l shorten --

MR. IGNALL: -- with the IRS witness.

MR. SCHIFF: 1t"1l1 shorten up my questions.

THE COURT: 1t"11 be played with the IRS witness.

MR. CRISTALLI: He"s gonna play it, Irwin.

MR. SCHIFF: What?

THE COURT: With the IRS witness. The Government®s --
we"re trying to shorten up the time on this witness. So it"ll
be introduced by the Government -- | assume the hearing officer.

MR. IGNALL: Yes. It is Mr. Menaugh --

THE COURT: Yeah. Okay.

MR. IGNALL: -- to be specific.
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THE COURT: Any objection to 153 --

MR. BOWERS: 1 don"t have any.

THE COURT: -- the tape?

MR. BOWERS: No.

THE COURT: Tape of the hearing?

MR. SCHIFF: No. 1 wanna play it.

THE COURT: Okay.

MR. SCHIFF: No objection.

THE COURT: 153 is received.

MR. CRISTALLI: Thank you, your Honor.
(Government"s Exhibit No. 153, received into
evidence.)

MR. CRISTALLI: May 1 continue?

THE COURT: You may.

BY MR. CRISTALLI:

Q. Uh, now, Mr. Diamond, with regard to the due process
hearing, would it be an accurate statement if -- throughout the
hearing you have dialogue with the agent; correct?

A. Yes.

Q. And, um, your dialogue as it related to the agent is
basically requesting verification from him as to why or what
legal authority existed that supports their position, the IRS"s
position, that you owe this tax; correct?

A. Yes.

Q. And you, um, repeatedly asked for verification, i.e. Supreme
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Court decisions and other type of authority, that they used in
support of their position that you had this liability. True?

A. Yes.

Q. At any time during the course of this hearing, did you feel
that you received from the agent of the IRS authority which
supported the IRS"s position that you had this liability?

A. No.

Q. Okay. So, at the end in the conclusion of that particular
hearing, based on the dialogue that you had with that particular
agent, you did not believe that you received the information
that put you on notice that you legally had to pay that
liability; correct?

A_. Correct.

Q. And so, therefore, not having that material in front of you
after requesting i1t you went one further and requested a hearing
in front of the Tax Court; correct?

A. Yes.

Q. And, at any particular time prior to, um, being contacted by
one of the agents in this criminal investigation, did any agent
of the IRS as it related specifically to your case ever give you
that authority to support their position that you legally -- you
had a legal -- you had a li- -- you had a legal liability to pay
that income tax or that tax?

A. Specifically to the liability, no.

Q. Okay. Now -- and then you eventually got contacted by
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agents that were investigating this particular case; correct?

A. Yes.

Q. Uh, at any particular time did anyone from that
investigation advise you that other police officers in different
jurisdictions, | believe, 1.e., Miami or Florida, have actually
been prosecuted and convicted for not, uh, filing proper 1040
returns? Do you recall that?

A. 1 don"t recall that specific information offhand. It may
have occurred.

Q. So you don"t recall any agent basically tellin® you that if
you don"t live up to your responsibility in terms of paying your
taxes there"s a possibility you could be prosecuted criminally?

A_. Oh, yeah, they said that.

Q. Okay.

A. But they didn"t specifically -- 1 don"t specifically recall
police officers being -- uh, they did mention that other persons
were --

Q- Okay.

A. —- ultimately prosecuted, yes.

Q- So other persons that were claiming the same type of legal
positions that you were claiming have in fact been prosecuted
criminally?

A. 1 don"t know that.

Q. Did that --

A. They only represented that, yes.
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Q- They represented that to you.

And, you know, I mean, as a -- as a former New York
police officer, um, and a bailiff here in Clark County, you
have -- you have a pension I would assume; correct?

A. Yes, I do.

Q. And you -- you to this day are still employed by the County.
True?

A. Yes.

Q. And would it be safe to say that -- Mr. Diamond, that, um,
you In no way want to go through a criminal investigation and/or
prosecution for any of these activities?

A. That would be correct to say that, yes.

MR. CRISTALLI: I have no further questions, your
Honor .

Thank you, Mr. Diamond.

THE COURT: Mr. Bowers.

MR. BOWERS: Just two or three real quickly.

CROSS-EXAMINATION
BY MR. BOWERS:
Q. Good morning, Mr. Diamond. How are ya?
A. Good morning.
Q. I"m Chad Bowers. 1"m an attorney for, uh, Larry Cohen. You
may or may not recognize me.

A. Yeah. We know each other, yes.
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Q. Okay. I™m just...
A. You can say that.
Q. Okay. We"ve seen each other before.

Um, just for the record, you don"t have any personal
knowledge of any transaction with this individual over here,
Mr. Cohen; is that correct? Do you have any recollection to
that effect?

A. Personal transaction?

Q. Personal knowledge of any transaction? Do you recall
anything where he --

A. By whom?

Q. -- said anything? By Mr. Cohen here.

A. Between him and myself?

Q. Yeah.

A. Other than seein® him at the counter the two or three visits

that 1 made to Freedom Books and just casual conversation,

that"s -- that"s the extent of my contact with Mr. —-- with
Mr. Cohen.
Q. Right.
He was -- he was there, but you don"t recall what, if

anything, you talked to him about; right?

A. I don"t believe, uh, it was anything pertinent to this.
Q. Okay. Um, Mr. Cristalli talked how you were a detective.
Part of that process of bein® a detective or -- or solving

problems, would you agree, is to gather information and then
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make a decision or -- or follow that information?

A. Gather all the information you can, yes.

Q. Is it -- iIs it fair to say that in approaching, uh,

Mr. Schiff"s or -- or Freedom Books"s teachings that that"s a
process you employed?

A. Yes.

Q. And, in coming to an opinion as to what, if anything, you
should do or -- or -- regarding the validity of this, uh,
program did you rely on, uh, things other than simply what Irwin
Schiff told you or what you heard?

A. Well, the information he imparted over the radio would give
you the direction in which to conduct your search as to the
validity of his claims.

Q. Let me -- let me ask 1t a different way.

Did the fact that his radio show was publicly
broadcasted and not stopped affect your thoughts regarding
Mr. Schiff"s program in any way?

A. Certainly.

Q. They did?

A. Yes.

Q. And how was that?

A. Well, if -- if he were taken off the air, 1 would assume
that he was, uh, incorrect --

Q. Doing something wrong?

A. -- at the very least --
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Q. Okay.
A. -- in his promotion of his program, yes.
Q. Did the seminars and -- and the ongoing nature of the

seminars suggest the same thing to you?
A. Well, he held seminars all the time.
Q. Right.

And did you rely on the fact that those were widely
held to suggest that iIf he were doing something wrong he would
have been stopped?

A. It was quite an open forum, yes.
Q. And the sign -- did you go to Mr. Schiff"s building where
you see the sign "Pay No Income Tax'?
A_. I was there a couple of times, yes.
MR. BOWERS: Um, do -- do we have access to Exhibit

1117

I"m sorry. 1 just wanna -- 1 wanna confirm this is the

sign we"re talking about, real quick, Mr. Diamond. All right.
Blow it up for us.
(Document displayed in open court.)
BY MR. BOWERS:
Q. This one; right? Does that look familiar to ya?
A. Yes.
Q. It"s not subtle; right? 1 mean...

A. No. It"s out there.

Q- It"s red and -- okay. And so that -- that indicated -- that
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affected your thoughts on the subject, am I correct?
A. Not particularly.

Q. No, the sign didn"t?

A. No.

Q. Okay. Um, one of the -- is it fair to say that one of the

teachings or -- or part of the -- the Freedom Books®"s discussion

is show me the law that makes me liable for this tax and I will
pay i1t?

A_. Correct.

Q. Okay. And, um, you adopted that notion or did you rely on

that notion or did you --

A. 1 looked into it.

Q- -- rely on that notion.
A. 1 looked into it.

Q. Okay.

A. | purchased the IRS Code.

Q. And along those same lines, did you rely on the fact that,
at least to your knowledge, Mr. Schiff had never paid a reward
that he offered over his radio show for someone to pay -- to
show him the Code or what made him liable and he"d pay?
A. That"s correct.
Q. You relied on that. Okay.

Um, did you have an occasion where you heard a call
from Mr. Schiff to the United States Attorney"s Office in

Las Vegas and they hung up on Mr. Schiff as soon as they heard
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it was him?
A. Several times.
Q. Okay. What, if anything, did that do to affect your
thoughts on, uh, Mr. Schiff"s teachings?
A. Well, I thought if —- if they just addressed it at that
point it would put an end to it. But the -- the evasive action
lent more credibility to what his position was.
Q. That"s -- that"s what you were thinking about the process?
A. That"s the way I saw it.
Q. Okay. Let me ask you somethin® else. The IRS sent you a
letter assessing you a frivolous penalty. And 1 believe that"s
Exhibit 141 or 144. 1°m sorry. The Government has my exhibit
book. [1"ve been sharing.

MR. NEIMAN: 144, 1 believe.

MR. BOWERS: Yes. Exhibit 144.

(Document displayed in open court.)

BY MR. BOWERS:
Q. We talked about that briefly. Do you recognize that,
Mr. Diamond?
A. Yes.
Q. Okay.

MR. BOWERS: Could we blow up the first paragraph?
BY MR. BOWERS:
Q. We -- we"ve seen this language before. But, for the jury®s

benefit, could you -- could you read this to me? This is a
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standard form, but 1 wanna be sure we"re clear on it.
A. Which part would you like me to read?
Q. Just that first paragraph there. 1"m sorry, Mr. Diamond.
Right below --
A. The first --
Q. -- your name.
A. The first paragraph?
Q. Yeah. This part, "We have determined.™
A. "We have determined that the information you sent is
frivolous and your position has no basis in law. Claims, such
as yours, have been considered and rejected repeatedly as
without merit by the federal courts - including the U S Supreme
Court. Therefore, we will not respond to future correspondence
concerning these issues.™
Q. Did -- did you find that to be a satisfactory answer as to
whether or not you had an obligation or a liability under the
Tax Code?
A. Well, there were no --

MR. IGNALL: Objection. Relevance.

THE WITNESS: 1"m sorry.

MR. BOWERS: This all goes to his reliance in forming
whatever opinion he formed.

MR. IGNALL: 1"m not sure it does, your Honor.

MR. BOWERS: Well, let me -- that was the question.

Let me ask it --
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MR. IGNALL: Okay.

MR. BOWERS: -- a different way.
BY MR. BOWERS:
Q. Mr. Diamond, did you rely on the nature of this response to
the IRS -- from the IRS is in any way to determine whether or
not, uh, to make a decision about the validity of Mr. Schiff"s
teachings?
A. I™m sorry. Could you repeat that question?
Q. When -- you got this letter from the IRS; is that correct?
A. Yes.
Q- Okay. When you got this letter, did whatever this letter

contain influence your decision with respect to Mr. Schiff in

any way?

A. No.

Q. Okay. So it -- i1t didn"t change your opinion In any way?
A. No.

Q. Is there a reason for that?

MR. IGNALL: Objection. 1I"m not sure what the
relevance is now.

MR. BOWERS: Well, you know what? 1"m gonna let this
go. I think it"s unclear and -- and I know what the Court-s
gonna do if | try to pursue it further.

THE COURT: Okay.

MR. BOWERS: So thank you, Mr. Diamond.

THE COURT: Mr. Schiff.
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CROSS-EXAMINATION

BY MR. SCHIFF:

2016

Q. Mr. Diamond --

A. Yes.

Q- -- 1 did not realize you heard me on the David Susskind
show.

A. Yes.

Q. That was a pretty big show in those days --

A. The biggest.
Q. -- wasn"t it?
A. The biggest.
Q. Biggest.
That was In the "70s.
A. 1°d like to say --

Q. "70s, yeah.

A. The "60s. In the "70s -- 1 was in the
"70s.

Q- All right.

A. I couldn®t have heard --

Q. Had to be early on.

Okay .

Now, you kept referring to,

Navy in the early

uh, my program.

When you came into Freedom Books, did we sign you up to any

program?

A. No.

Q. Did the Government suggest that you use that term "program"
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when you testified?

A. Pardon?

Q. Did the Government suggest you use the term "program'?

A. No. That"s my word.

Q. But I don"t have a program.

A_ Looks like a program to me.

Q. Well, you purchased a book and you could have stopped right
there. 1Is that correct?

A_. Correct.

Q. And you purchased the Internal Revenue Code from me?

A. Yes.

Q- And you purchased The Great Income Tax Hoax from me? Did
you purchase that book?

A. 1 have 1t. 1 don"t know If —-

Q. You have it.

A. -- 1 don"t know if —-
MR. SCHIFF: 1 would like --
THE WITNESS: -- it was given —-
MR. SCHIFF: -- to put that book --
THE WITNESS: -- to me or not.
MR. SCHIFF: -- 1n an exhibit also.

MR. IGNALL: Objection. Relevance.
MR. SCHIFF: The Great Income Tax Hoax.
THE COURT: Sustained.

MR. SCHIFF: Pardon me?
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THE COURT: Next question.

MR. SCHIFF: Okay.
BY MR. SCHIFF:
Q. Now, when you read this material and you put the attachments
on and signed it under penalty of perjury 1 -- I didn"t tell
you —- 1 didn*t tell you to file a zero return, did 1? Did 1
tell you to do this.
A. Excuse me, sir?
Q. 1 didn"t tell you to file a zero return.
A. You didn"t personally tell me that, no.
Q. So you Ffiled this of your own free will. And, being a law
enforcement officer to a degree, you probably would have checked
out all of the legal references that you put on this document.
I happen to have the 1996 return.

MR. IGNALL: Your Honor, it"s already been admitted. |
believe that"s Exhibit. ..

MR. CRISTALLI: Irwin, come here just one second.

(Discussion between Mr. Cristalli and
Mr. Schiff.)

MR. IGNALL: 1It"s Exhibit 140.
BY MR. SCHIFF:
Q. Oh. The reason | say that, Mr. Diamond, is that when you
purchased this book -- I know you"re -- there was no question in
this book that throughout the book 1 explain about going to --

the last third of the book is about my experience in jail; 1is
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that correct?
A_. Correct.
Q. Throughout the book, uh, 1 show how the IRS has seized money
from me under various circumstances. As a matter of fact, in
here I think there®s a letter --
THE COURT: No speeches.
BY MR. SCHIFF:
Q. -- that I got --
THE COURT: No speeches. Just ask him guestions.
MR. SCHIFF: Pardon me.
BY MR. SCHIFF:
Q. As a matter of fact -- here. Did you -- when you read this
book, for instance, Chapter 7, did you --
MR. SCHIFF: Can 1 approach the witness?
THE COURT: You can ask him from there.
BY MR. SCHIFF:
Q. On page 117, there"s a letter to me from --
THE COURT: No. Don"t testify. Ask him the question.
BY MR. SCHIFF:
Q. Well, would you read -- would you read -- had you read that
chapter? Do you recall?
A. | read your entire book --
Q. Read the entire book.
A. -- nine years ago.

Q- Right.
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MR. SCHIFF: That"s why 1 have to refresh his
recollection, your Honor.
BY MR. SCHIFF:
Q. And on page 117 --

MR. SCHIFF: Can 1 give him a copy of the book, your
Honor?

THE COURT: Ask him if he remembers reading page --
whatever it is on page 117.

BY MR. SCHIFF:

Q. It"s nine years ago. |If you read the book --
A. I don"t remember the content of that page, sir.
Q. But in -- in the -- in the book on this -- on page 117,

there®s a letter to me from a bank informing me that they are
turning over 10,000 of my money to the IRS; right?
A. ITf you represent that it"s so.

MR. SCHIFF: Well, your Honor, it"s nine years ago.

THE COURT: Ask him if he remembers it.

MR. SCHIFF: Well, how could anybody remember from nine
years ago?

THE COURT: Why don"t you ask him the question and see.
BY MR. SCHIFF:
Q. Oh, incidentally, is this --

THE COURT: No. Ask him the question.

MR. SCHIFF: All right.
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BY MR. SCHIFF:

Q. Is this the book you purchased? Because there are different
editions.

A. The title"s the same. I"m not sure that --

Q- Okay.

A. -- the cover"s the same.

Q. Okay. Now, can I -- in this edition -- in my earlier

editions, as iIn this edition, there is no --
THE COURT: Mr. Schiff, you cannot --
MR. SCHIFF: All right.
THE COURT: -- testify.
MR. SCHIFF: All right. 1It"s very hard for me to...
BY MR. SCHIFF:
Q. Now, were you aware that in this edition --
(Discussion between Mr. Leventhal and
Mr. Schiff.)
BY MR. SCHIFF:
Q. We -- do you recall the fact that in this edition there was
no instructions or no suggestions about getting a refund? Would
you recall that?
A. 1 don"t recall that.
Q. Would it refresh your recollection if 1 showed you the page
where the zero return is shown? Would it --
A. 1t may.

Q- All right. There are different editions of this book.
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Okay. First of all, do you want to take this book?

recollection

THE COURT: The question was: Would it refresh your

MR. SCHIFF: Okay. Right.

THE COURT: -- if 1 showed you the page where the zero

return is shown?

BY

Q.

BY

MR. SCHIFF:

Now --
THE COURT: Let him answer the question.
MR. SCHIFF: Yeah, yeah.

MR. SCHIFF:

Next one. Now, do you --
THE COURT: Would it refresh your recollection?

MR. SCHIFF:

The point is --

THE COURT: No. You"re not making a point. You're

gonna let him answer the question.

BY

Q.

THE WITNESS: (Reviewing book.)
THE COURT: Does that --
THE WITNESS: I don"t --
THE COURT: -- refresh your recollection?
THE WITNESS: No, it doesn"t.
MR. SCHIFF:
Do you read -- how about the bottom paragraph?

THE COURT: He said it doesn"t refresh --
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MR. SCHIFF: Okay.
THE COURT: -- his recollection.
BY MR. SCHIFF:
Q. Matt, you said that when you came to -- did 1 understand

your testimony when you said you came to Freedom Books to get an

attachment was -- was your testimony that we charged you for the
attachments?

A. Yes.

Q. Well, can you -- we charged you for the attachment?

A. Yes.

Q. Is that your recollection?

A. That"s my testimony. Yes.
THE COURT: Asked and answered. Move on.
BY MR. SCHIFF:
Q. But... Okay.
Um, now, when you read that book, Matt, did that book
persuade you that the payment of income tax was voluntary?
A. Yes.
Q. Did the book persuade you that the IRS seized property
illegally?
A. Yes.
Q. Did that book along with the Internal Revenue Code persuade
you that there was law that made you liable?
A. In those two books, yes.

Q. And that book in connection with the Internal Revenue Code
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and The Great Income Tax Hoax, did it persuade you that income
for tax purposes meant a corporate property?
A. 1 have not read The Great --

Q- Yes. As --

A. -- Income Tax Hoax.
Q. -- a matter of fact --
A. I"ve not read it. | couldn"t testify to any contents --

MR. SCHIFF: Can 1 approach --

THE WITNESS: -- i1n that book.

MR. SCHIFF: -- the witness with his -- with his 1997
return?

THE COURT: It"s on -- it"s iIn evidence. He already

has it up there.
MR. SCHIFF: Okay.
MR. IGNALL: 1t"s Exhibit 141, your Honor.
THE COURT: Take your book back. He has the returns.
You can --
MR. SCHIFF: Oh, he has the returns. Okay. I"m -- I"m
not going to go through the whole thing, just...
MR. CRISTALLI: Irwin.
(Discussion between Mr. Cristalli and
Mr. Schiff.)
BY MR. SCHIFF:
Q. Now -- now, Matt, when you put on the first line of, uh,

that attachment that you could find no law that made you liable,
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but you did find that -- that the Code provided liability with
respect to Sections 4401, 5005, 5703 which related to wagering,
alcohol, and tobacco taxes, did you verify that?

A. Yes. Those direct taxes, yes.

Q. Okay. So you verified that.

Now, just skipping down a little bit to, uh,
paragraphs, uh -- paragraph 6, you cited that you believe that
the zero return was a valid return and you cited U.S. v. Long,
U.S. v. Kimball -- those are two Ninth Circuit decisions --
U.S. v. Moore, which is a Seventh Circuit decision, and Cross V.
U.S., which is a decision of the Bankruptcy Court right here in
Las Vegas. Did you -- did you rely on those decisions as

indicating that this was a valid return?

A. 1 believe 1 looked up those --

Q. Okay.

A. -- first two citations --

Q- Now --

A. —- because they were --

Q. -- iIn paragraph 7, however, when you wrote, "It should also
be noted that ... income according to The Supreme Court®s
definition of iIncome”™ -- and then you said -- "(See Note 1), ...
in Merchant"s Loan & Trust Co." -- you -- you quoted the Supreme
Court as saying -- "The word (income) must be given the same

meaning in all of the Income Tax Acts of Congress that was given

to I1t" -—-
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MR. IGNALL: Objection, your Honor. This
mischaracterizes the witness® testimony whether he quoted it or
this is an attachment he purchased from Mr. Schiff.

THE COURT: Sustained.

MR. SCHIFF: Well, first of all, it"s an attachment
that he adopted.

THE COURT: Well, whether he adopted it or not, he got
it from you.

MR. SCHIFF: All right.

THE COURT: That"s the point.

MR. SCHIFF: Exactly.

BY MR. SCHIFF:

Q. -- "The word (income) [has] the same meaning in all of the
Income Tax Acts of Congress that was given to it in the
Corporation Excise Tax Act of 1909. Therefore,” [you wrote] --
or you adopted my wording -- "since" --

THE COURT: Is there a question here or

BY MR. SCHIFF:

Q. -- "since" -- yeah, I"m saying -- so did you believe -- did

you believe when you wrote that that income for tax purposes --
THE COURT: He didn"t write it.

BY MR. SCHIFF:

Q. -- was a corporate profit?

THE COURT: He got it from you.
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BY MR. SCHIFF:
Q. Did you believe —-

THE COURT: There is no evidence before the Court that
he wrote that. He got that from you.

BY MR. SCHIFF:

Q. Well, when you wrote that -- or when you -- when you adopted

that paragraph was -- you know, did you believe it?

A. Sir, 1 purchased these forms from you --

Q. Yeah.

A. -- as they are and | submitted them with my return.
Q. Well -- but, Matt, I didn"t put a gun to your head.
Presumably you read that and checked it out.

A_. According to your system, yes.

Q. As a matter of fact, when you purchased The Great Income Tax

Hoax aren”"t there two whole chapters on the meaning of "income"
and 1 make the point income is a corporate profit?
THE COURT: Mr. Schiff --
THE WITNESS: 1°ve testified to that already. |
haven®t read that book, sir.
BY MR. SCHIFF:
Q. Okay. That"s right. Okay.
THE COURT: Mr. Schiff, you are testifying.
BY MR. SCHIFF:
Q. Okay. Now, in -- in addition -- in addition, the final

paragraph -- you wanna check the final paragraph? -- you cited

2027
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number of other cases which you believed would have supported

your position that income is a corporate profit?

A.

(Revi

ewing document.)
(Discussion between Mr. Cristalli and

Mr. Schiff.)

BY MR. SCHIFF:

Q.

it.

Okay -

Now -- I know we"re gonna hear the tape. Let me have

I won"t take too much time because -- well, we did bring up

the collection due process hearing.

Matt, do you happen to recall what the purpose of a

collection due process hearing was?

A. What the purpose of it was?
Q. Yes.
A. Yes, to challenge the IRS"s claims against my --
Q. Pardon me? 1 didn"t hear that.
A. To challenge the IRS"s claims against me.
Q. Right. Um, excuse me.
In other words, did you see this book over at
Freedom -- Freedom Books, The Power to Destroy?
A. 1 —— I"ve never seen that book.
Q. You didn"t purchase the book. Okay.

Um, so -- but -- so you went to the collection due

process hearing and you believed that you had a right to ask for

certain documents.

A

Yes.
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Q. Do you happen to recall -- 1 think you referred to them --
you had -- do you know what the -- recall the documents that,
uh, they had to produce in order to justify the seizure of your
property? Do you happen to recall what those documents were?
You had a meeting with me and I would have gone over it; right?
A_. The day of the -- the day of the hearing, yes, | was iIn your
office.

Q. Would i1t refresh your recollection if I just suggested some
of these documents to you?

A. 1t may.

Q. The law said you had -- you had to produce verification from

the Secretary; is that correct?

A. Yes.
Q. 1 think -- all right. The law also gave you a right to ask
for -- did you ever receive a Notice and Demand for Payment?
A. Yes.

MR. BOWERS: Your Honor, 1 would request a brief
sidebar.

MR. SCHIFF: All right. [I"m gonna be off pretty soon.

MR. BOWERS: Let --

MR. SCHIFF: The point is --

THE COURT: [I"m sorry?

MR. BOWERS: 1 would request a very brief sidebar with
your Honor.

THE COURT: Okay. Does it need it be right now?
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MR. BOWERS:
(Sidebar
MR. BOWERS:

I want to just very quickly renew my motion for

severance. Mr. Schiff is dismantling the only effective

Uh, for this issue, yes. Very briefly.

conference was held as follows:)

This is gonna be over really quickly.

cross-examination 1"ve seen and -- and we can"t --

MR. SCHIFF:
he"s trying -- well,

question. That"s it.

THE COURT:
MR. BOWERS:
THE COURT:
MR. BOWERS:
THE COURT:
MR. BOWERS:
THE COURT:
MR. BOWERS:
Honor .
MR. SCHIFF:
MR. BOWERS:
(Sidebar

I appreciate what you did. But -- and

all right. I just wanna ask him one more

Then --

There®s been a motion for --

This was a --

Yeah.

—-— wonderful witness.

-- severance IS --

He has no i1dea --

-- denied.

-— what"s going on here. Sorry, your

I"m gonna ask him one question.

You don"t even need one question.

conference concluded and the

following is held in open court:)

BY MR. SCHIFF:

Q. Matt, if I can -- didn"t you say to the hearing office --

and | quote from this transcript which is already in evidence --
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"You haven®t shown me one supporting document'?

A. Yes.

Q. And that®"s why you appealed?

A. Yes.
MR. SCHIFF: No further questions.
THE COURT: Government?
MR. IGNALL: No redirect, your Honor.
MR. CRISTALLI: Nothing, your Honor.
MR. BOWERS: Nothing, Judge. Thank you.
THE COURT: The witness is excused.
MR. IGNALL: Thank you, your Honor.

MR. CRISTALLI: Thank you, your Honor.

THE COURT: We"ll be in recess for the noon hour.
We"ll resume at 1:30. Standard instruction applies.
(Jury leaves the courtroom at 12:14 p.m.)

(lunch recess, 12:14 p.m. to 1:34 p.m.)

THE CLERK: AIll rise.

THE COURT: Jury is coming in.

Can you bring your next witness in, please?

(Jacqueline M. Eller takes the witness

stand.)

(Pause in the proceedings.)
THE CLERK: Ready?
THE COURT: Yep.

THE CLERK: Okay. Come on in.
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(Jury enters the courtroom at 1:36 p.m.)

THE COURT: Please be seated.

Will counsel stipulate to the presence of the jury?

MR. BOWERS: Yes, your Honor.

MR. NEIMAN: Yes, your Honor.

MR. CRISTALLI: Yes, your Honor.

MR. SCHIFF: Yes, your Honor.

THE COURT: Thank you.

Government, you may proceed.

Will you please stand and be sworn.

THE CLERK: Please raise your right hand.

You do solemnly swear that the testimony you shall give
in the cause now pending before this court shall be the truth,
the whole truth, and nothing but the truth, so help you God?

THE WITNESS: 1 do.

THE CLERK: Please be seated.

Please state for the record your full name and spell
your last name.

THE WITNESS: Jacqueline M. Eller, E-1-1-e-r.

JACQUELINE M. ELLER,

called as a witness on behalf of the Government, having been

first duly sworn, was examined and testified as follows:

THE COURT: You may proceed.
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MR. IGNALL: To save some time, your Honor, may I
approach the witness --
THE COURT: Yes.

MR. IGNALL: -- with the exhibits | intend to use?

DIRECT EXAMINATION
BY MR. IGNALL:
Q. Good afternoon, Ms. Eller.
A. How are you?
Q. Where -- where do you live generally?
A. In Las Vegas.
Q. How long have you lived here?
A. Um, I moved here in October of 1993. But, um, on three
different occasions I went and stayed in California for a few
months with my daughters.
Q. Ms. Eller, have you ever filed tax returns in the past?
A. I1"ve been filing tax returns, I guess, since | was 16 or
something like that.
Q. And, on those tax returns, did you report the income that
you earned each year?
A. Yes.
Q. Did there come a time when you stopped Filing a tax return
reporting the income for each year?
A. Yes. Um, after 1| learned of, uh, Mr. Schiff"s program --

Q. AII right.
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A. -- 1 started filing what they called the zero returns.
Q. How did you find out about Mr. Schiff"s program?
A. Um, I was, um, working -- actually, | was working two jobs.
But 1 was working one day at a auto dealership and, um, a
customer started talking about he had heard about this great tax
program where you got refunds back on previous tax returns and
you didn"t have to, uh, withhold any taxes. And, um, it sounded
great because I was struggling so much to make ends meet. But
probably the reason that 1 remembered it and followed up on it
was because he told me the phone number was (800) TAX-NO-MO and
it stuck to me till this day.
Q. Did you ever call that phone number?
A_. That"s how I got started in the program, yes.
Q. Around what time -- what year was that?
A. 1 think it was in early 1998 and it would have -- the first
return it would have involved was 1996.
Q. Ms. Eller, could you try and speak a little closer to the
microphone, see if that will help.
A. Is that better? No.
Q. Well, we"ll try.
A. Is this better?
Q. That"s better.

THE COURT: Yes.

THE WITNESS: Okay.
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BY MR. IGNALL:
Q. And it"s a big courtroom, so it"s good to make sure the
jurors and everyone else here can hear everything.

Uh, 1"m sorry. You said you called the telephone

number --

A. Yes.

Q. -- and you said it was about "98?
A. 1 believe 1t was --

Q. Okay.

A. —- early in "98.

Q. Do you remember who you spoke to when you called the

telephone number?

A. No, I don"t know who 1 talked to then. But whoever it was
told me where the office was located. It was just north of
Charleston, 1 think on 6th or 7th. 1"m not sure.

Q. Here in Las Vegas?

A. Yes. And, um, they sounded nice and reasonable and what
have you. So I went on in.

Q. What was the name of the business?

A. Well, 1 didn"t really know until I got there that it was
called Freedom Books.

Q. Okay. So what happened when you went into the office?

A. Um, there was a real nice young girl there sitting at -- it
was like a -- the desk was sitting diagonally, sort of like a

receptionist style. And, um, she told me a little bit about how
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the program worked -- pretty much reiterated what that other man
had told me before I called -- and, um, just convinced me it was
real easy and it was a sure thing and there was no reason not to
and --

MR. SCHIFF: Objection.

THE WITNESS: -- so...

MR. SCHIFF: Objection. Hearsay. This is hearsay.
This 1s hearsay.

Who told you that, "sure thing"?

THE COURT: You can ask that on cross. It is
foundational --

MR. IGNALL: All right.

THE COURT: -- and is received --
BY MR. IGNALL:
Q. -- did you purchase --

THE COURT: -- for foundation.

BY MR. IGNALL:

Q. -- anything on that first visit to Freedom Books?

A. 1 think I bought one set of tapes that time -- 1 don"t know
what the title would have been -- and I got a couple of sample
tapes from the radio -- radio program.

Q. Had you heard the radio program before?
A. No. I did listen to it a few times after that.
Q. Did you buy a book?

A. I don"t know if it was that Ffirst -- it probably was that
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first visit, but I don*"t know for sure that 1 bought the, um,
uh, Federal Mafia, | believe is the name of it.

Q. All right. How much money did you spend on your first trip
to Freedom Books?

A. 1 think it was about 65 or 75 dollars.

Q. You said at some point you bought The Federal Mafia?

A. Yes. 1 think it was that first time.

Q. Did you read The Federal Mafia cover to cover?

A. Not very well at all. Um, I went directly to the area that
talked about the zero returns so that 1 could work with that.
But 1 really didn"t do my homework like 1 should have.

Q. Where were you working at the time that you first went into
Freedom Books?

A. 1 had two jobs. |1 was working at a place called "TCA
Motors'™ during the day and I was working at Bank of America in
the Proof Department at night.

Q. Were both of your employers withholding taxes from you at
that time?

A. Yes.

Q. Did you ever do anything to change that?

A. Yes.

Q. And when was that?

A. Um, I think I did it right away with the, um, auto
dealership.

Q- "Right away" meaning after what or...
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A. After | decided to file the zero returns.
Q. Okay. And what did you file? 1[I™m sorry.

A. I"m sorry? Oh, what I filed --

Q. Yeah.

A. -- was a new W-4 that, um, said that 1 was exempt from taxes
and then on the back -- so I did zero deductions. And then on
the back I wrote on i1t that this was, um -- | was submitting a

W-4 for employment purposes rather than taxation purposes;
something like that.

Q. Why did you write that down on your --

A. That was --

Q. -- W-4?

A. —- advised along with the Schiff tax program.

Q. All right. Did you ever, uh, file any zero tax returns?
A. Yes, I did.

Q. I1°d like to turn your attention to what we"ve marked as
Exhibit 112.

A. (Complies.)

Q. Do you recognize Exhibit 112? You probably don"t recognize
that first page. But after that do you recognize this?

A. 1 can"t -- 1 didn"t hear what you said.

Q. Do you recognize Exhibit 1127

A. Yes.

Q. What is Exhibit 1127

A. It"s my, um, income tax return for 1997. And it, um -- do
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you want me to describe what®s on it?
Q. No.
Is that the form that you filled out and sent into the
IRS?
A. Yes.
MR. IGNALL: At this point, the Government moves into
evidence Exhibit 112.
MR. CRISTALLI: No objection.
MR. SCHIFF: No objection.
MR. BOWERS: Court®s indulgence just a moment, your
Honor. Your Honor, no objection.
THE COURT: Received.
(Government®s Exhibit No. 112, received into
evidence.)
MR. IGNALL: 1If we could put this up on the screen.
(Document displayed in open court.)
BY MR. IGNALL:
Q. If you could look at line 7 where it says "Income: Wages
salaries tips," what did you write next to that? Is that your
handwriting next to that?
A. Yes. '"Please see attached letter."
Q. All right. And how much did you report as wages, salaries
and tips for that year?
A. Zero.

Q. Did you have more than zero in wages, salary, or tips for
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that year?

A. Yes, I did.

Q. Why did you write down zero on line 7?

A. Because according to the program, | was taught to believe
that wages were not taxable; that income tax was to, um, uh,
apply to corporate earnings.

Q- All right. Did you have any taxes withheld from your salary

during 199772

A. I™m —— 1 —- 1 probably did. | mean, 1 don"t remember
even --
Q. If you -- maybe if you can turn to the next page and see if

that refreshes your recollection.
A_ Oh, probably my W-2"s are here? (Reviewing documents.)
Okay. Yes, the tax withheld is on line 54.
Q. All right. Did you seek a refund of that?
A. No, I never did get a refund.
Q. Did you seek a refund?
A. Yes.
Q- All right. And did you do that on this tax return here?
A. Yes.
Q. All right. And what"s the date that you filed this tax
return?
MR. SCHIFF: Your Honor, the answer [sic] was did she
get a refund?

MR. IGNALL: The question was --
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THE COURT: She said --

MR. IGNALL: -- did she ask for one, seek one.

THE COURT: That was the question, did she seek a
refund.

MR. SCHIFF: And did she get one?

THE COURT: She hasn®"t answered that. That"s not the
question.
BY MR. IGNALL:
Q. What date -- what date did you file this tax return,
Ms. Eller?
A. August 1st, 1999.
Q. IFf I could turn your attention to the two-page attachment
that follows, do you recognize this attachment?
A. Yes.
Q. Did you write this attachment yourself?
A. No. 1 copied it and -- 1 mean, | copied it on a copier
machine --
Q. From where?
A. --and I Tilled in the blanks.
Q. Where did you copy it from?
A. Um, In the Freedom Book office. Even though this is in the,
uh -- the, uh, Federal Mafia, 1 believe, 1 was given some
handouts that had these letters and some other things for my use
and 1 copied those.

Q. IFf I could turn your attention to, uh, Exhibit 113. My next
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question is: Did you ever get a refund for your 1997 taxes
withheld?
A. No, I did not.
Q. Did you ever get any correspondence from the IRS about this
tax return?
A_. I received a lot of correspondence from the IRS that 1
didn™t expect. 1 presume | received some for 1999. It might be
this exhibit.
Q. All right. Why don"t you look at Exhibit 113 and tell the
jury if you recognize that exhibit.
A. Yes, it"s a letter pertaining to tax period ending December
31, 1999.
Q. And it"s a letter that you received?
A. Yes.

MR. IGNALL: Government moves into evidence
Exhibit 113.

MR. CRISTALLI: No objection.

MR. BOWERS: No objection, your Honor.

MR. SCHIFF: No objection.

THE COURT: 113 is received.

(Government®s Exhibit No. 113, received into
evidence.)
MR. IGNALL: And if we could put 113 on the screen.

(Document displayed in open court.)
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BY MR. IGNALL:
Q. If you could just read the first, uh, sentence to us.
A. "We have determined that the information you sent is
frivolous and your position has no basis in law."
Q. All right. 1If you could turn your attention to Exhibit 114,
do you recognize that document?
A. Yes.
Q. What is Exhibit 1147
A. It°s another later -- letter, um. This one, again, refers
to 1997 and it"s, um, notifying me of a deficiency and penalties
for the taxes that year.
Q. And was this addressed to you?
A. Yes.
Q. All right.

MR. IGNALL: Government moves Exhibit 114 into
evidence.

MR. CRISTALLI: No objection.

MR. BOWERS: No objection.

MR. SCHIFF: No objection.

THE COURT: 114 is received.

(Government®s Exhibit No. 114, received into
evidence.)

BY MR. IGNALL:
Q. Did you take any of the letters that you got from Freedom

Books -- got from the IRS into Freedom Books?
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A. Yes. 1 believe | took everything I ever received in there.
Q. And when you first, uh, went into Freedom Books to pick up
materials to fill out that first zero return, did anyone tell
you that you were gonna get correspondence like this from the
IRS?

A. No.