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KATHRYN KENEALLY
Assistant Attorney General

CHARLES M. DUFFY

Trial Attorney, Tax Division

U.S. Department of Justice

P.O. Box 683

Ben Franklin Station

Washington, D.C. 20044-0683
Telephone (2(}2) 307-6406

Email: charles.m. duﬁ‘vfa/usdw gov
Western.taxcivil@usdoj. %

Attorneys for the United States of America

ANN SCHEEL
Acting United States Attorney

District of Arizona
Of Counsel
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IN THE UNITED STATES DISTRICT COURT
DISTRICT OF ARIZONA

UNITED STATES OF AMERICA,
Plaintiffs,
v.
JAMES LESLIE READING, CLARE L.
READING, FOX GROUP TRUST
MIDFIRST BANK, CHASE, FINANCIAL
LEGAL SERVICES STATE OF ARIZONA

Defendants.

Civ. No. 11-0698-PHX-FIM

DECLARATION OF ELIZABETH
MARRIAGA

I, ELIZABETH MARRIAGA, declare that:

1. I am a Revenue Agent for the Internal Revenue Service (“IRS”) in Mesa, Arizona.

2. As part of my duties as an IRS Revenue Agent, | have personal knowledge concerning

facts, described below, relating to James Reading

and Clare Reading (hereafter “the Readings™).

6655934.1
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3. As part of my official duties, I made adjustments to assessments made for the 1994
income tax year of Clare Reading and the 1993 and 1994 income tax years of James Reading.

4, The adjustments were made in 201 1 based on information that was presented to the IRS
after the due dates of the returns for 2003 and 2004 by one or both of the Readings concerning
certam stock transactions in those years.

5. Attached hereto as Exhibit A is a copy of IRS Form 4549 that I prepared in or about
April, 2011 that relates to the adjustments that I made regarding Clare Reading’s 2004 tax year.
Exhibit C is a true and correct copy of the corrected IRS Form 4549 that I prepared in early May,
2012 regarding Clare Reading’s 2004 tax year. Based on Exhibit C, Clare Reading’s tax liability for
2004 was decreased by $2,916.00. See Exhibit C, page 1 (line 16).

6. Attached hereto as Exhibit B is a copy of IRS Form 4549 that 1 prepared in or about
April, 2011 that relates to the adjustments that I made regarding James Reading’s 2003 and 2004 tax
years. Based on Exhibit B, James Reading’s 2003 tax liability was decreased by $32,866.00 and his
2004 tax liability was decreased by $3,092.00. See Exhibit B, page 1 (line 16).

7. Attached hereto as Exhibits D and F (Attachment B) are copies of supporting
documents that relate to the IRS Form 4549, a copy of which is attached hereto as Exhibit C.

8. Attached hereto as Exhibits E and F (Attachments A and B) are copies of supporting
documents that relate to the IRS Form 4549, a copy of which is attached hereto as Exhibit B.

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

correct.

ngﬁg‘M/{l_ E&QM\W\(}}M = /;\fm
Date ELIZABETH MARRIAGA

IR enue Agent
Mesa, Arizona

66559341
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that on this 11th day of May, 2012, I served the foregoing through

the Court’s electronic filing system:

ROBERT P. VENTRELLA
Assistant Attorney General
1275 West Washington Street
Phoenix, Arizona 85007-2926

PAUL M. LEVINE, ESQUIRE
LAKSHMI JAGANNATH, ESQUIRE
McCarthy, Holthus, Levine Law Firm
8502 E. Via de Ventura, Suite 200
Scottsdale, Arizona 85258

TOMMY K. CRYER
Attorney at Law

7330 Fern Avenue
Shreveport, Louisiana 71105

/s/ Charles M. Duffy

Charles M. Dufty
Trial Attorney, Tax Division
U.S. Department of Justice

6655934.1
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EXHIBITS TO SECOND DECLARATION OF ELIZABETH MARRIAGA (INDEX)

Exhibit A IRS Examination changes for Clare Reading’s 1994 year.

Exhibit B IRS Examination changes for James Reading’s 1993 and 1994 years.
Exhibit C IRS Examination changes for Clare Reading’s 1994 year (corrected).
Exhibit D Capital Gains Lead Sheet (Clare Reading)

Exhibit E Capital Gains Lead Sheet (James Reading)

Exhibits F Attachments A and B
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Dopartment of the Treasury-Intemal Ravenue Service

' Form 4549

(Rev. May 2008) income Tax Examination Changes Page._ L1 _ of .2

Name and Address of Taxpayer Taxpayer ldentification Number Retuzn Form No.:
CLARE L REARING £350 1040
‘ - Person with whom Name and Titie;
exaimingtion
changes ware
discussed,
1. Adjustments to lhoome Period End Period End Parlod Encd
12/31/5894
E. Capital Gain or Loss (8,022,000
h. Exemptions (294.00}
c.
d.
e Government
f Exhibit
g MarriagaExA
.
i
i
K.
I
m,
n.
.
P
2. Total Adjustmants (8,316.00)
3. Taxable {noome Per Return or as Freviously Adjusted B4,871.00
4. Corrected Taxable Incomea 76,8%5,00
Tax Method TAX TARLE
Filing Status Married Separate
5. Tax 20,255.00
6. Additional Taxes / Aternative Minimum Tax
7. Corrected Tax Liabiiity 20,255.00
8. Less &
| Credifs b
.
d.
& Balancs (Line 7 loss Lines 8a through 8d) 20,285, 00
10, Plus a.
Other + b
Tazes | &
d,
1. Totel Correctad Tax Liability {Line 9 plus Linag 10a through 103 20,255.00
12, Total Tax Shown on Refurn or as Previously Adjusied 73,243,00
13, Adjustments to; a.
V8
C.
14, Deficiensy-Incredse in Tax or (OverassessmentDecroase in Tax}
{Line 11 Jess Line 12 adjusted by Lines 13g thireugh 150) 12,988, 00}
15, Adiustments to Frepayment Credits - Increasse {Decrsase)
16. Balance Due or (Overpayment) - (Lina 14 agjusted by Line 185
(Excluding intarest and panafties) M (2,2B8.00)

The Imernai Revenue Service has agreements with state tay agencies under which infarmation aboeut federal ax,
exchanged with {he states. If this change affacts the amount of your state income 1ax, you shouid amens your stat

including increages or decreages, is
& return by filing the necessary forms,

You may ba sugject to backup withholding ¥ you underrepert your interest, dividend, or paronage dividend income you sarmed end do not pay the
required tax. The IRS may order backup withholding (withholding of a pereentege of your dividend and/or inferest inewme) if the 1ax remains unpaid
after It has been assessed and four notices have bean issued to you ovar & 120-day petiod,

Catalog Number 23105A WA Irs.gov Form 4548 (Rev, 5-2008)
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’ Form 4549 Bepariment of the Treasury-internal Revenue Service .
(Rev. May 2008) income Tax Examination Changes Page_ % __of .2
Name of Tax.payer Taxpayer igentification Number Return Form No.:
CLARE L READING -4550 1040

) Pariod End Period End Perind £no

17. Penalties/ Code Sections 12/31/1095
.

h.
o
g.
&,
i,
G.
i,
.
i
K.
.
m.
n.

18. ‘Total Penalties

Underpayment atiributable to negligence: (1961-1987)
A tax addition of 50 percent of the inferest due on the
underpayment wil acerue untll it is paid or assessed.

Underpayment attributable to fraud: (1881 -1987}
A tax addition of 50 paresnt of the interost dus on the
underpayment will acerve until it is paid or assessed.

Undermayment atfrioutable to Tax Motivatad Transactions { TMT).
The interest will accrue and be assessed at 120% of the under- 0.60
payment ratg in socordance with IRC §6621(c)

19, Summary of Taxes, Penaities and interest:

8. Balance due o (Overpayment} Teses - (Line 16, Page 1) {2,268.00)
b. Penalties (Ling 18} - computed to 04/12/2011

¢ Interast (IRC § 6607) - computed to 05/13/2012 0.00
g, TMT Interast - computad to 05/12/2011 {ort TMT underpayment) 0.00
B. Amount due or frefund) - (sum of Lines a, b, ¢ and o) {z,98E.00)

Other information:

Examinar's Signaturea: Employee 1D Office: Dats:
Elizabeth A. Marriaga - : Meaa, AZ 04/12/2011

Consent io Assessmant and Coliection- | do not wish to exervise my appeal rights with the Internal Revenus Service or to contest In the United States
Tax Court the findings in this report. Therefore, | give my consent to the immediate assessment ant collection of any increase In tax and penatlies, and
ascept any decraase in tax and penaliies shown above, plus adcitional interest as provided by faw. Itis urdergtood that this repart is suliject fo
acveptance by the Ares Directer, Ares Manager, Speciaity Tax Frogram Chief, or Diracior of Elels Operations.,

s it el

Signature of Taxpayer Signature of Taxpayer

By Title: Date;

Catalog Number 231054 WWW.ITS.gov - Form 4848 (Rev, 5.2008)
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Marriaga Declaration Exhibit B
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Farm 4549
(Rav. May 2008)

Depariment of the Treasury-intemal Revanue Service

Income Tax Examination Changes

POYE ramteses OF o

Nama and Addrass of Taxpayer

Taxpayer ldentificstion Number

Return Form No.

[ EEEN 10460
JAMES L RERDING Patsan wilh whom Nains and 1Hle:
examination
" changes were
dizcussed.
1. Adlustments to income F:Z:i?ff;;d zf,rﬁffid Perlad End
8 Capital Gain or Logs (BE,103.59) (7,807.00)
b. EXemprions (2,380.00;}
¢
N Government
6. Exhibit
f MarriagaExB
g.
h.
.
i
K,
I
tn.
1.
o.
o
2, Total Adjustments {88,453.58) {7.807.00}
3. Taxable Ingome Per Return or as Previgusly Adjusted 1s8,749.00 155,567.00
4. Corrected Taxable Income 70,295.00 151, 760,00
Tax Mathod TAX TABLE TAY RATE
Filing Status Married Separate Marriad Separate
T Tex ‘ 18,062.00 48,24%.00
8, Additional Taxes / Alternative Minimum Tax
7. Gorfect_qd Tax Lighility 19,082.00 48,24%.00
8 Lesy 2N
Cradits b,
¢
d.
9. Balance (Line 7 lass Lineg 8s through Bd) LB, 063 .00 4§,249.00
1%, Plus 2. Belf Bwploymsnt Tax 3,666.00 11,708.00
Other | b-
Taxes | C.
.
11. Total Corracted Tax-Liability {Line § plus Lines 10a through 10¢) 21,722.90 £g,957.00
12. Total Tax Shown on Return or as Previously Adiusted 54,555.00 63,042.00
13. Adjustments to; &. )
b
c.
t4. Deficiency-incregse in Tax or (Overassessment-Detrease in Tax)
{Ling 17 logs Line 12 sdiusted by Lines 13g ihrough 13g) (32,866.00) {3,052.00)
18, Adjustments to Prepayment Credits - Inorease (Deoreass)
16. Balance Due or (Overpayment) - (Ling 14 sdjvsied by Livg 18}
(Exgluding inferest and penaltiss) (32,866.00) 3,092.00)

The internaf Revenue Servics has agraements with state tax agencies under which information about federal tax, including increases or decreases, is
exchanged with the states. If this change affgcts the amount of your sigte income tax, you shauld amend your state return by Tiling the necessary forme.

You may be subject 1o backup withholding ¥ you underreport your intgrest, dividend, or patronage dividend income you eamed and ge not pay the
required tax. The IRS may order backup withholding (withhoiding of g pereenfage of your dividend andior interest incoms) if the tax remaine unpazic
after it has peen assessed and four notices have been igsued 1o you over & 120-day period.

Catalog Number 23106A

WWWArs.gov

Form 4548 (Rev, 5-2008)
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" Form 4549 Deparment of the Traasary—lntemal’ Revanus Seorvice
(Rev. May 2008) Income Tax Examination Changes o I g
Name of Taxpayer Texpayer identification Nutebar Return Form Ne
JAMES L READING ag31 1040
Period End Perlod End Parlod End
17, Panalties/ Code Sections 12/31/1983 17/31/195¢
a.
B.
G
d.
.
f,
q.
W
it
i
k.
B
m,
fn.
18, Total Penalties

Underpayment aftributable o negligence: (108711987
A tax addition of 50 peroent of the inferest due on the
undarpayment Will accrue until it is paid or assessed.

Underpayment attributable to fraud: (1957-1987)
A fax addition of 50 parcent of the interest due on the
underpayment will sogrue until it is paid or assessed.

Linderpayment attributabie to Tax Motivated Transactions (TM7).
The interest will accrus and be assessed at 120% of the under- 0.00 b.00
payment rate in accordance with [RC §6624(c)

18. Summary of Taxes, Penalties and Interest:

o, Balenos due of (Overpayment) Taxes - (Line 16, Fags 1) {32,866.00) (3,092.00)
b, Pengities (Line 78) -computedto 04/11/2011

€. Interest (IRC § 66801) - computed to 05/11/2011 : 0.66 0.00
do TMT Interest - compated to 05/11/2031 {on TMT underpsyment) 0.00 D.0G
& Amount due or (refund) - (sum of Lines a, b, 2 and 4) (32,866,001 {3,087.00)

Gther Information:

Examine!'s Signature: Employee (D: Offige: bate:
Elizabeth A. Marriaga [ Mesa, AZ 04/11/2011

Consent {o Assessment and Collection- | do not wish to exersise my appesl rights with ine Intemal Revenus Service or to contest In e United States
Tax Court the findings in this report, Therefore, | give my consent to the immediate assessment and colleciion of any increass in tax and penalties, and
accept any decrease in tex and penalties shown above, plus additions! inferest as providad by faw, It is understood that this report is subject to
acceptance by the Area Director, Area Manager, Speclaity Tax Program Chief, or Director of Field Operations.

ENOTE: I a joint vt vias filed

st S :. L

Signaiure of Taxpayer Date: Signature of Taxpayer Daten

By: Titia: Dite;

Catelog Number 23108A WWWLIrs,gov Form 4548 (Rev, 5-2008)
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Marriaga Declaration Exhibit C



€ Department of the T Internal R Servi eE-er3
Form 4549 epartment of the Treasury .n erna. evenue Service . ,
(Rev. May 2008) Income Tax Examination Changes Page of
Name and Address of Taxpayer Taxpayer Identification Number Return Form No.:
[ Rl 1040
CLARE L READING n
Person with whom Name and Title:
examination
changes were
discussed.
1. Adjustments to Income Period End Period End Period End
12/31/1994
a. Capital Gain or Loss (7,807.00)
b. Exemptions (294.00)
c. Government
d. - -
Exhibit
e.
f MarriagaExC
g.
h.
i
J-
k.
I
m.
n.
o.
p.
2. Total Adjustments (8,101.00)
3. Taxable Income Per Return or as Previously Adjusted 84,971.00
4. Corrected Taxable Income 76,870.00
Tax Method TAX TABLE
Filing Status Married Separate
5. Tax 20,327.00
6. Additional Taxes / Alternative Minimum Tax
7. Corrected Tax Liability 20,327.00
8. Less a.
Credits b.
c.
d.
9. Balance (Line 7 less Lines 8a through 8d) 20,327.00
10. Plus a.
Other | b
Taxes | C.
d
11. Total Corrected Tax Liability (Line 9 plus Lines 10a through 10d) 20,327.00
12. Total Tax Shown on Return or as Previously Adjusted 23,243.00
13. Adjustments to: a.
b.
c.
14. Deficiency Increase in Tax or (Overassessment Decrease in Tax)
(Line 11 less Line 12 adjusted by Lines 13a through 13c) (2,916.00)
15. Adjustments to Prepayment Credits Increase (Decrease)
16. Balance Due or (Overpayment) (Line 14 adjusted by Line 15)
(Excluding interest and penalties) (2,916.00)

The Internal Revenue Service has agreements with state tax agencies under which information about federal tax, including increases or decreases, is

exchanged with the states. If this change affects the amount of your state income tax, you should amend your state return by filing the necessary forms.

You may be subject to backup withholding if you underreport your interest, dividend, or patronage dividend income you earned and do not pay the
required tax. The IRS may order backup withholding (withholding of a percentage of your dividend and/or interest income) if the tax remains unpaid
after it has been assessed and four notices have been issued to you over a 120 day period.

Catalog Number 23105A

WWW.irs.gov

Form 4549 (Rev. 5-2008)
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Department of the Treasury Internal Revenue Service

Form 4549 . .
Income Tax Examination Changes Page_ 2 of 2

(Rev. May 2008)

Name of Taxpayer Taxpayer Identification Number Return Form No.:
CLARE L READING -
-4550 1040
Period End Period End Period End
17. Penalties/ Code Sections 12/31/1994
a.
b.
c.
d.
e.
f.
g.
h.
i
j-
k.
I
m.
n.
18. Total Penalties
Underpayment attributable to negligence: (1981 1987)
A tax addition of 50 percent of the interest due on the
underpayment will accrue until it is paid or assessed.
Underpayment attributable to fraud: (1981 1987)
A tax addition of 50 percent of the interest due on the
underpayment will accrue until it is paid or assessed.
Underpayment attributable to Tax Motivated Transactions (TMT).
The interest will accrue and be assessed at 120% of the under 0.00
payment rate in accordance with IRC §6621(c)
19. Summary of Taxes, Penalties and Interest:
a. Balance due or (Overpayment) Taxes (Line 16, Page 1) (2,916.00)
b. Penalties (Line 18) computedto 05/01/2012
c. Interest (IRC § 6601) computed to 05/31/2012 0.00
d. TMT Interest computed to 05/31/2012 (on TMT underpayment) 0.00
€. Amount due or (refund) (sum of Lines a, b, ¢ and d) (2,916.00)
Other Information:
Examiner's Signature: Employee ID: Office: Date:
ELIZABETH A MARRIAGA e 05/01/2012

Consent to Assessment and Collection | do not wish to exercise my appeal rights with the Internal Revenue Service or to contest in the United States
Tax Court the findings in this report. Therefore, | give my consent to the immediate assessment and collection of any increase in tax and penalties, and
accept any decrease in tax and penalties shown above, plus additional interest as provided by law. It is understood that this report is subject to
acceptance by the Area Director, Area Manager, Specialty Tax Program Chief, or Director of Field Operations.

PLEASE NOTE: If a joint return was filed. BOTH taxpayers must sign

Signature of Taxpayer Date:

Signature of Taxpayer Date:

By:

Title:

Date:

Catalog Number 23105A

WWW.irs.gov

Form 4549 (Rev. 5-2008)
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Marriaga Declaration Exhibit D
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Taxpaver Name: READING, CLARE L Examiner:  Marriaga, Elizabeth
TIN: 550

Tax Form; 1040 Date: April 8, 2011
Tax Year (s): 199312, 199412

_TaxPeriod- | PerRetum | . PorExam | Adustmert T
199412 11,948.00 4,140.53 (7.807.47) Altachment B

.Conelusion:. (Reflects the final determination ontheissug,) . v n

Upon collection enforcement, Clare Reading provided support for basis in her stock sales from
American Services Company. 1994 STCG s adjusted per Attachment B. 1993 was

considered; however, since there is no tax assessed or collected due to CSED, no adjustment
is being pursued for that module.

CLaws (T, E?XLaW, Regulations, court casés, and other authorties, If Unagreed, Government ki
IRC Section: 1202, 1211 & 1212 Exhibi
Specifi¢ citations: MarriagaExD

“Taxpayer Position: {fapplicabley’ .~ =T

Capital Gains Lead Sheet Workpaper # 500 «1.1
Rev, 7/2004
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Marriaga Declaration Exhibit E
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wpayer Name:  READING, JAMES L Bwaminer:  Marraga, Ellzabeth
% L8531 o
Tax Form: 104 Diates: Aprit 7, 2011
Tax Year (a): 196312, 199412

Under Collection &
American Servio
: :"ﬁﬁﬁwnﬁ?ﬁ[n %34

soresment, James
Company. 1583 a

¥ e

Reading &mv ied suppg

med 1004 5700 are adlugt

T adiustrent-” |
- - K
LOD {'“_"‘42 m}) (86,103.69) 4
5 0 {40, (7 BO7.ATY
300 4,140,583 EE i Government
Canciusion: (Feflecis the fing deternination on the issug.) Exhibit
MarriagaExE

H hff‘} StGCkﬁ.n e 11 S § L
[ par Attachmeans A and

TTax Lave. Fleculations, court cases, and other auihontes, It Unagreed, include Argumen
B’HG Qﬁ Ao 3202, 1211 & 1818

GCapital Gaing Leoad Sheet

Foy, 712004

Workpaper # 50D
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Marriaga Declaration Exhibit F
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