ILLINOIS INDEPENDENT TAX TRIBUNAL

JOHN E. ROGERS and FRANCES L. ROGERS

Petitioner,

V. No. 14 TT 153

ILLINOIS DEPARTMENT OF REVENUE Judge Brian F. Barov

)
)
)
)
)
)
)
)

Respondent.

MEMORANDUM OF LAW
IN SUPPORT OF DEPARTMENT’S MOTION FOR BOND

The Illinois Department of Revenue, (the “Department”) by and through Lisa Madigan,
Attorney General of and for the State of Illinois, and hereby submits its Memorandum of Law in
support of its requests that this Tribunal order Petitioners to post a bond equal to 25% of the
liability at issue as provided in Section 1-45(c) of the Independent Tax Tribunal Act.

l. INTRODUCTION

This case concerns the lIllinois income tax of John E. Rogers & Frances L. Rogers
(“Taxpayer”) for the tax year ending December 31, 2002. This case poses two issues: First, is
the IRS assessment “agreed to or finally determined for federal tax purposes? And second, does
the Department’s Notice of Deficiency correctly determine the amount of Illinois income tax
resulting from that IRS final assessment® (referred to as a “federal change™)? Taxpayer argues
that the IRS assessment is not final, and therefore, the Department’s Notice of Deficiency is
premature. As discussed herein, this argument is unsupported by the law or facts of this case.
Therefore, if a Motion to Stay these proceedings will be granted by this Tribunal over the

Department’s objection, the Department requests this Tribunal require Taxpayer to post a bond.

! The IRS terminology differs slightly from that of the Department. Unlike the 11 TA, the IRC does not use the term
“final assessment.” The IRS uses the term “adjustment” to define examination items that are not yet final. Whereas,
the Department uses the terms “adjustment” and “proposed assessment” for non-final assessments. The IRS uses the
word “assessment” to refer to an adjusted item that is final. Whereas, the Department uses the terms “final
assessment.”
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FACTS

a.

b.

In 2002, John E. Rogers held a partnership interest in Abingdon Trading, LLC.

In 2002, Abingdon Trading, held a partnership interest in Wacker Madison Fund,
LLC.

Pursuant to an examination of Wacker Madison Fund, LLC for the tax year
ending December 31, 2002, the IRS made adjustments to the partnership items of
Wacker Madison Fund, LLC.

John E. Rogers executed a Form 870-LT on behalf of Abingdon Trading, LLC, in
settlement of the Wacker Madison Fund, LLC partnership item adjustments.

On May 25, 2011, the IRS examined the individual income tax account of
Petitioners for the tax year ending December 31, 2002 (“Examination of TYE
2002).

As a result of the Examination of TYE 2002, the IRS assessed additional tax of
$356,006, resulting in federal adjusted gross income of $1,184,185 and federal
taxable income of $1,123,281.

Taxpayer’s IRS Account Transcript for the tax year ending December 31, 2002,
dated September 4, 2014, shows Federal Adjusted Gross Income of $1,184,185.
The Department issued a Notice of Deficiency to Taxpayer on June 9, 2014, for
the Tax year ending December 31, 2002, for underpayment of Illinois income tax,
interest and penalties of $72,336.86, resulting from a federal change affecting
Illinois base income.

Department has no record of receiving a Form IL-1040-X for Taxpayer for tax

year ending December 31, 2002.
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Il. ANALYSIS

Section 1-45(c) of the Independent Tax Tribunal Act provides:

(c) The Tax Tribunal may require the taxpayer to post a bond equal

to 25% of the liability at issue (1) upon motion of the Department

and a showing that (A) the taxpayer's action is frivolous or legally

insufficient or (B) the taxpayer is acting primarily for the purpose

of delaying the collection of tax or prejudicing the ability

ultimately to collect the tax, or (2) if, at any time during the

proceedings, it is determined by the Tax Tribunal that the taxpayer

is not pursuing the resolution of the case with due diligence.
35 ILCS 1010/1-45(c). The Department asserts that Taxpayer’s claim is frivolous and primarily
for purposes of delay. 35 ILCS 1010/1-45(c)(A) and (B).

The Department issued a Notice of Deficiency to Taxpayer on June 9, 2014, for the Tax
year ending December 31, 2002, for underpayment of Illinois income tax resulting from a federal
change. A copy of the Notice is attached hereto as Exhibit 1. Section 506 of the Illinois Income
Tax Act (“IITA”) requires a taxpayer to notify the Department by filing an amended return
within 120 days after a federal change® “is agreed to or finally determined for federal income tax
purposes . ...” 35 ILCS 5/506(b). Department has no record of receiving a Form 1L-1040-X for
Taxpayer for tax year ending December 31, 2002. Taxpayer asserts that the IRS adjustment to
Taxpayer’s Adjusted Gross Income for the tax year ending December 31, 2002 is neither “agreed
to or finally determined,” and therefore, the Department’s Notice of Deficiency is premature. 35
ILCS 5/506(b); See Petition. Department asserts that Petitioner’s claims are frivolous and made

primarily for purposes of delaying the Department’s collection of the tax assessment in the

Department’s Notice of Deficiency.

2 A “federal change” occurs when “ the taxable income, any item of income or deduction, the income tax liability, or
any tax credit reported in an original or amended federal income tax return of that person for any year or as
determined by the Internal Revenue Service or the courts is altered by amendment of such return or as a result of any
other recomputation or redetermination of federal taxable income or loss, and such alteration reflects a change or
settlement with respect to any item or items, affecting the computation of such person's net income, net loss, or of
any credit provided by Article 2 of this Act for any year under this Act, or in the number of personal exemptions
allowable to such person under Section 151 of the Internal Revenue Code . .. .”
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a. Petitioner’s claims are frivolous.

Neither the Independent Tax Tribunal Act nor the Illinois Income Tax Act defines the
term “frivolous.” 35 ILCS 1010/1-1 et seq.; 35 ILCS 5/101 et seq. However, federal courts have
defined this term in the context of income tax disputes. “A petition to the Tax Court, or a tax
return, is frivolous if it is contrary to established law and unsupported by a reasoned, colorable

argument for change in the law.”® Coleman v. Commissioner, 791 F.2d 68, 71 (7th Cir.1986);

See also Jensen v. C.I.R., T.C. Memo. 2004-120, 2004 WL 1089079 (2004), Hyde v. C.I.R., 9

F.3d 112 (7th Cir. 1993), and Zook v. C.I.R., T.C. Memo. 2013-128, 2013 WL 2156564 (2013)

(all holding that a position maintained by the taxpayer is “frivolous” where it is “contrary to
established law and unsupported by a reasoned, colorable argument for change in the law.”).*
The Department asserts that Petitioners claims are frivolous because Petitioners’ claim
that the IRS assessment is not final is contrary to established law and unsupported by a reasoned
colorable argument for a change in that law. Coleman, 791 F.2d at 71.
i. The Account Transcript is sufficient evidence of the finality of the
IRS’s assessment to Petitioner.
Section 506 of the Illinois Income Tax Act (“IITA”) requires a taxpayer to notify the
Department of a federal change to Illinois base income by filing an amended return within “120

days after such alteration has been agreed to or finally determined for federal income tax

® The Coleman court went on to hold that this definition of “frivolous” “. . . is the standard applied under
Fed.R.Civ.P. 11 for sanctions in civil litigation, and it is a standard we have used for the award of fees under 28
U.S.C. § 1927 and the award of damages under Fed.R.App.P. 38.” Coleman v. Commissioner, 791 F.2d 68, 71 (7th
Cir.1986). Here, the Department seeks only to establish that Petitioners claims are "frivolous,” as required by
Independent Tax Tribunal Act Section 1-45(c) for the granting of a bond. Whether Petitioner should be subject to
sanctions or fees because he "should have known that his position is groundless" is not the inquiry at this time.
Coleman v. Commissioner, 791 F.2d 68, 71 (7th Cir.1986).

* Additionally, the term “frivolous” has been defined in terms of Section 1915 of the Federal Code of Civil
Procedure (28 U.S.C.A. 8§ 1915) as one which “lacks an arguable basis either in law or in fact.” People v. Hodges,
234 111.2d 1, 13 (2009) (citing Neitzke v. Williams, 490 U.S. 319, 327-328 (1989)). According to Neitzke, such
claims include those “based on an indisputably meritless legal theory” as well as claims “whose factual contentions
are clearly baseless,” e.g., “claims describing fantastic or delusional scenarios.” Id.
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purposes or any federal income tax deficiency or refund, tentative carryback adjustment,

abatement or credit resulting therefrom has been assessed or paid, whichever shall first occur.”

35 ILCS 5/506(b) (emphasis added). The Department’s position, as described in its Notice of
Deficiency, is that the IRS adjustment to Taxpayer’s 2002 federal adjusted gross income became
final on May 25, 2011, and Taxpayer failed to notify the Department of the federal change (by
filing a Form 1L-1040-X) within 120 days after May 25, 2011. Therefore, the Department may
issue a Notice of Deficiency at any time. 35 ILCS 5/905(d).”

An Account Transcript is sufficient to show that an IRS assessment is final. Nestor v.
C.ILR., 118 T.C. 162, 169 (2002) (*. . . the verification requirement with regard to the existence
of an assessment (an “applicable” administrative procedure) is satisfied if the Appeals officers

obtain Forms 4340 or transcripts of account which corroborate the relevant assessment

information regarding the taxpayers."); Perez v. C.I.R., T.C. Memo. 2002-274, WL 31427309
(2002) (holding that IRS assessments can be verified by means of an account transcript because
it provides the identification of the taxpayer, the character of the liability assessed, the taxable
period, and the amount of the assessment — all the information required by Treasury Regulation
301.6203-1).

In the case at bar, Taxpayer’s IRS Account Transcript for the tax year ending December

31, 2002 shows the IRS examined the individual income tax account of Petitioners and assessed

> Section 905(d) of the I TA provides:

(d) Failure to report federal change. If a taxpayer fails to notify the Department in any
case where notification is required by Section 304(c) or 506(b), or fails to report a change
or correction which is treated in the same manner as if it were a deficiency for federal
income tax purposes, a notice of deficiency may be issued (i) at any time or (ii) on or
after August 13, 1999, at any time for the taxable year for which the notification is
required . . . ; provided, however, that the amount of any proposed assessment set forth in
the notice shall be limited to the amount of any deficiency resulting under this Act from
the recomputation of the taxpayer's net income, Article 2 credits, or Section 207 loss
earned, incurred, or used in the taxable year for which the notification is required after
giving effect to the item or items required to be reported. 35 ILCS 5/905(d).
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additional tax of $356,006 on May 25, 2011. A copy of the Transcript is attached hereto as
Exhibit 2. Taxpayer’s IRS Account Transcript for the tax year ending December 31, 2002, dated
September 4, 2014, shows Federal Adjusted Gross Income of $1,184,185 and federal taxable
income of $1,123,281. The Account Transcript is sufficient proof of the finality of the IRS’s
assessment of Adjusted Gross Income of $1,184,185 on May 25, 2011. Nestor, 118 T.C. at 169;
Perez, T.C. Memo. 2002-274. Taxpayer was required to file an amended return (Form IL-1040-
X) with the Department within 120 days of May 25, 2011. Taxpayer has not filed a Form IL-
1040-X for tax year 2002. Exhibit 1. Therefore, the Department properly issued the Notice of
Deficiency. 35 ILCS 5/905(d).

ii. The IRS was not required to issue a Notice of Deficiency to Taxpayer;
the Form 870-LT Settlement Agreement of the partnership item
adjustments to Wacker Madison Fund, LLC is binding on Petitioner.

The Tax Equity and Fiscal Responsibility Act of 1982 (“TEFRA”) requires that the IRS
determine the tax treatment of any partnership item (and the applicability of any penalty,
addition to tax, or additional amount which relates to an adjustment to a partnership item) at the
partnership level. 26 U.S.C. § 6221.° Before the enactment of TEFRA, adjustments of
partnership items were determined at the individual partner level, resulting in duplication of
administrative and judicial resources and inconsistent results between partners. Huff v.
Commissioner, 138 T.C. No. 11, p. 10 (March 19, 2012). To resolve this problem Congress
enacted TEFRA, which created a single unified procedure for determining the tax treatment of

all partnership items. Id. Pursuant to the procedures of TEFRA, assessments for nonpartnership

626 U.S.C. 6223 requires that the IRS provide Notice to the partners of a partnership that has been selected for
examination and of any adjustment resulting from the examination. Here, Petitioner John E. Rogers signed the
Form 870-LT as the Tax matters Partner. Therefore, Petitioner J. Rogers had actual notice of the IRS’s partnership
adjustment.
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item adjustments are subject to deficiency proceedings, whereas the tax treatment of a
partnership item is determined at the partnership level. Id. citing 26 U.S.C. 88 6221, 6212(a),
and 6230(a)(2). An entity falls under the provisions of TEFRA if the entity is required to file a

partnership return. Wolf v. Commissioner, T.C. Memo. 1991- 212, aff’d, 4 F.3d 709 (9th Cir.

1993); 26 U.S.C. 6231(a)(1)(A).

Under TEFRA, a settlement agreement between the IRS and a partner of the partnership
is binding on the partner, including indirect partners (partners of a pass-through entity), with
respect to the determination of partnership items for such partnership taxable year. 26 U.S.C. 8
6224(c)(1).

In the case at bar, Wacker Madison Funds, LLC is a TEFRA Partnership because
Abingdon Trading, LLC is a partner of Wacker Madison Funds, LLC and Abingdon Trading

LLC files a Form 1065. Wolf v. Commissioner, T.C. Memo. 1991- 212, aff’d, 4 F.3d 709 (9th

Cir. 1993); 26 U.S.C. 6231(a)(1)(A); See also Publication 541, p. 13. The IRS issued Abingdon
Trading, LLC a Form 870-LT’ as the result of changes to partnership items of Wacker Madison
Funds, LLC partnership. See attached 870-LT. John E. Rogers executed that Form 870-LT on

behalf of Abingdon Trading, LLC on June 19, 2008.% Pursuant to IRC Section 6224(c)(1), the

" Federal courts hold that a Form 870 constitutes an agreement between the IRS and the taxpayer. In Smith v. U.S.,
328 F.3d 760 (5th Cir. 2003), the Fifth Circuit Court of Appeals held that a Form 870 constituted an agreement
between the taxpayer and the IRS based on the common law of contracts. Smith v. U.S., 328 F.3d 760, 767 (5th Cir.
2003). The court held that the unsigned Form 870 was an offer by the IRS for settlement and the signing of the
Form 870 by the taxpayer was acceptance of that offer. 1d. The court held that, in consideration for the agreement,
the taxpayer gave up its right to file a pre-payment action in Tax Court and the IRS gave up its right to assess higher
penalties. 1d. The Smith court held that the taxpayer consented to the deficiencies agreed to in the Form 870, but
taxpayer retained its right to file a refund action in either federal district court or the federal court of claims, but not
in Tax Court. Id. at 768. In Nichols, the court held that “[a] Form 870 . . . memorializes an agreement that the
Commissioner can assess a particular amount of tax.” Nichols v. C.I.R., T.C. Memo. 2007-5, p. 3 (U.S. Tax Ct.
2007).

8 A Form 870-LT is not binding until the agreement is “approved by the Secretary, as evidenced by his signature, or
the signature of his designee.” 26 U.S. Code § 7121. Because the attached Form 870-LT was received from
Taxpayer, and not the IRS, it is signed by the Taxpayer, but not the Secretary. The Department has made a request
to the IRS for documents, including the fully executed Form 870-LT. Here, the 870-LT is being used to show
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Settlement agreement between Abingdon Trading, LLC, a pass-through partner in Wacker
Madison Fund LLC, is binding upon the partners of Abingdon Trading, LLC, including John E.
Rogers. 26 U.S.C. § 6224(c)(1); 26 CFR 301.6224(c)-2. By signing the 870-LT, John E. Rogers
agreed to “the assessment and collection of any deficiency attributable to partner level
determinations. . . .” ® A copy of the Form 870-LT is attached hereto as Exhibit 3; 26 U.S.C. §
7121. Because John E. Rogers is an indirect partner'® of Wacker Madison Fund, LLC, the IRS is
not required to issue a Notice of Deficiency to Petitioner to assess John E. Rogers with the
Wacker Madison Fund, LLC partnership item adjustment. 26 U.S.C. § 6223(a).

In summary, the partnership item adjustments to Wacker Madison Fund, LLC, agreed to
in the Form 870-LT Settlement Agreement, for the tax year ending December 31, 2002, entered
into by John E. Rogers on behalf of Abingdon Trading, LLC, were binding upon the Petitioner,
an indirect partner of Wacker Madison Fund, LLC. 26 U.S.C. § 6224(c)(1); 26 CFR
301.6224(c)-2. Because the assessment was agreed to and memorialized in a Form 870-LT
Settlement Agreement, the right to receive a notice of assessment was waived by both Abingdon
Trading, LLC and Petitioner, John E. Rogers. Exhibit 3; 26 U.S.C. § 6224(b); 26 U.S.C. § 7121.

Because Petitioner, John E. Rogers, executed the Form 870-LT, the federal change
alteration to his individual federal income tax was “agreed to” on June 19, 2008. 35 ILCS

5/506(b). Taxpayer failed to notify the Department of the federal change (by filing a Form IL-

Taxpayer has brought a frivolous claim. According to a Letter from the IRS to Taxpayer dated July 10, 2012, the
870 Settlement Agreement became final on July 6, 2010. A copy of the Letter is attached as Exhibit 13.

° The 870 reads: “The undersigned taxpayer(s), in accordance with IRC section 6224(b) and 6213(d), also waive(s)
the restrictions provided in IRC sections 6225(a) and 6213(a) and consent(s) to the assessment and collection of any
deficiency attributable to partner level determinations, as set forth in the attached Schedule of Adjustments, plus any
interest provided by law.”

19 An Indirect partner is “a person holding an interest in a partnership through 1 or more pass-thru partners” 26 U.S.
Code § 6231(a)(10). A Pass Through Partner is “a partnership, estate, trust, S corporation, nominee, or other similar
person through whom other persons hold an interest in the partnership with respect to which proceedings under this
subchapter are conducted.” 26 U.S. Code 8§ 6231(a)(10).
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1040-X) within 120 days after June 19, 2008. Therefore, the Department may issue a Notice of
Deficiency at any time. 35 ILCS 5/905(d).
iii. A Taxpayer may challenge only final assessments in an IRS Collection
Due Process Hearing.

Taxpayer argues that the IRS assessment of Taxpayer’s 2002 Adjusted Gross Income is
not final because Taxpayer is pursuing a Collection Due Process Hearing under Section 6330 of
the Internal Revenue Code (26 U.S.C. § 6330(b)). However, a Collection Due Process Hearing
is only for challenging collection actions of a final assessment, because the IRS may collect only
final assessments. 26 U.S.C. § 6502; 26 C.F.R. § 301.6502-1; See also IRS Publication 1660;
IRS Form 12153. Hence, if a taxpayer is issued a Notice of Intent to Levy or granted a
Collection Due Process Hearing, the IRS’s assessment must be final. 26 U.S.C. § 6502.

The Department does not dispute that Taxpayer was issued a Notice of Intent to Levy on
January 1, 2012, which gave rise to the right to request a Collection Due Process Hearing
pursuant to IRC Section 6330(b). Exhibit 2; 26 U.S.C. § 6330(b). Nor does the Department
dispute that Taxpayer requested a Collection Due Process Hearing on or about February 6, 2012.
Exhibit 2. Rather, the Department asserts that both the Notice of Intent to Levy and the
Taxpayer’s claim of an ongoing Collection Due Process Hearing support the legal conclusion
that the IRS assessment of additional tax of $356,006 for the tax year ending December 31,
2002, was final on May 25, 2011. Taxpayer’s claims that the assessment is not final but that
Petitioners are exercising their right to a Collection Due Process Hearing are “contrary to
established law and unsupported by a reasoned, colorable argument for change in the law.”

Coleman v. Commissioner, 791 F.2d 68, 71 (7th Cir.1986).

b. Taxpayer is acting primarily for purposes of delay.
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The Independent Tax Tribunal Act does not define the phrase “primarily for purposes of
delay.” 35 ILCS 1010/1-45(c); 35 ILCS 1010/1-1 et seq.; 86 Ill. Admin. Code § Section
5000.350. However, Section 6673 of the Internal Revenue Code (26 U.S.C. § 6673) uses very
similar language: “(1) Procedures instituted primarily for delay, etc.--Whenever it appears to the
Tax Court that-- (A) proceedings before it have been instituted or maintained by the taxpayer
primarily for delay, . . . the Tax Court, in its decision, may require the taxpayer to pay to the
United States a penalty not in excess of $25,000.” 26 U.S.C. 8 6673(a)(1)(A). Many courts have
upheld sanctions on the basis that a taxpayer acted primarily for delay. However, the
Department was not able to find a definition or test for what constitutes actions “primarily for
delay.” Delay has been found where a Taxpayer requests a hearing or appeal but refuses to

provide documentation. Sandvall v. C.I.R., 898 F.2d 455 (5" Cir. 1990); Rollercade, Inc. v. C. 1.

R., 97 T.C. 113 (1991). Courts have also held that a taxpayer acted for purposes of delay where

the taxpayer advanced frivolous arguments. Zook v. C.I.R., T.C. Memo. 2013-128, 2013 WL

2156564 (2013); Garber v. C.I.R., T.C. Memo. 2012-47, 2012 WL 570728 (2012), aff'd 500 Fed.

Appx. 540, 2013 WL 563289 (7" Cir. 2013); Burnett v. C.LR., 227 Fed.Appx. 342, 2007 WL

1112671 (5th Cir. 2007). The Department notes that these cases are ones where sanctions were
upheld, and therefore, the taxpayer’s delay was particularly egregious. The Department cites
these cases only to show that advancing frivolous arguments or failing to provide requested
documentation to the agency can constitute delay.

In the case at bar, the facts show that Petitioner is acting primarily for purposes of delay.
The Taxpayer’s 2002 federal income tax adjustment was agreed to by Taxpayer upon the signing
of the 870-LT on June 19, 2008. Exhibit 3; See Section a.ii., Supra. Taxpayer was on notice of

the finality of the IRS assessment to Taxpayer’s 2002 federal adjusted gross income on May 27,
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2011, when the IRS issued Taxpayer a letter with Form 4549-A and Form 886-A, which
explained the items adjusted. A copy of that letter is attached hereto as Exhibit 4. However, the
Taxpayer did not file an Illinois amended return (Form IL-1040-X) to report this federal change.
35 ILCS 5/506(b).

An audit of Taxpayer’s 2002 federal change was initiated by the Department’s auditor by
letter dated March 25, 2013. A copy of that letter is attached hereto as Exhibit 5. That letter
requested certain information from Petitioners/ Taxpayer. Having received no response to that
letter, the auditor issued a letter dated April 26, 2013, requesting a response from the Taxpayer.
A copy of that letter is attached hereto as Exhibit 6. On May 20, 2013, Taxpayer faxed a letter
from the IRS Appeals Office dated March 22, 2012. A copy of that fax is attached hereto as
Exhibit 7. That March 22, 2012 letter states: “This letter is our acknowledgement that we
received your case for consideration in our Fresno Campus — Butler Appeals Office on March 5,
2012. Exhibit 7. Taxpayer did not include the previous IRS letter dated February 24, 2012
which states:

Dear Taxpayer:

Thank you for your Form 12153 of Feb. 04, 2012.

Your request for a Collection Due Process Hearing has been
forwarded to our Appeals Office in Fresno, CA. Appeals will
contact [you] upon receipt of the Form 12153 and furnish you with
the name and telephone number of the Settlement Officer assigned
to your case. ...

A copy of that letter is attached hereto as Exhibit 8.

In response to that fax, Department’s auditor issued a letter dated May 22, 2013 asserting

the auditor’s determination that the IRS assessment was final. A copy of that letter and

attachments are attached hereto as Exhibit 9. That letter contained a Notice of Proposed

Deficiency and a Form ICB-1 Request for Informal Conference Board Review. Taxpayer
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completed and returned the ICB-1. See Exhibit 10, p. 3, EDC-5. By letter dated September 19,
2013, Taxpayer was granted a review before the Informal Conference Board. A copy of that
letter is attached hereto as Exhibit 11. By email on January 14, 2014, Taxpayer withdrew his
request for ICB review. A copy of that email is attached hereto as Exhibit 12. The ICB case was
closed and the matter re-referred to the auditor to close the audit. On June 9, 2014, the
Department issued the Notice of Deficiency to Taxpayer for the tax year ending December 31,
2002. Exhibit 1. Now, Petitioner/Taxpayer has requested a Stay of these proceedings to further
delay the collection of Illinois income tax for tax year ending December 31, 2002.

As described above, Petitioners’ arguments that the IRS assessment is not final are
frivolous. See Section Ill. a. Supra. Additionally, Taxpayer should know that these arguments
are frivolous. Petitioner, John E. Rogers, is a Harvard Law graduate and an experienced attorney
who has practiced in federal income tax law for several decades.'* In fact, he holds himself out

as an advisor in U.S. tax controversy matters. See http://www.jerogers.com/site/epage

/69303_782.htm, last visited October 27, 2014. Additionally, he has devised several

sophisticated tax shelters. Superior Trading, LLC v. C.I.R., 728 F.3d 676 (7th Cir. 2013) and

Rogers v. C.I.R., 728 F.3d 673, (7th Cir. 2013). Therefore, one must conclude that Taxpayer, a

knowledgeable federal income tax attorney and advisor, is familiar with the Internal Revenue
Code and the IRS’s process for routine settlements of audit determinations and the issuance of
Notices. If Petitioner is aware of these routine procedures, his only reason for filing this protest -
and asserting that the IRS assessment is not final - must be to delay the collection of Illinois

income tax, penalty and interest by the Department.

1 According to the Illinois ARDC, John Edward Rogers was admitted to practice law in lllinois in 1967.
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Petitioner’s actions show that Taxpayer is proceeding with this action primarily to delay
the collection of Illinois tax, and has been successful in delaying the collection of that tax for
more than seven years — since June 19, 2008.

IV. CONCLUSION

For the above reasons, the Taxpayer’s claim is frivolous and primarily for purposes of
delaying the collection of the Department’s duly assessed tax. The Department requests this
Tribunal find that Taxpayers claim is frivolous, or in the alternative, find that Taxpayer’s claim
is made primarily for purposes of delaying the collection of tax, and Grant Department’s Motion

for Bond.

Respectfully submitted,

Illinois Department of Revenue
By: LISA MADIGAN, Attorney General, State of
Illinois

Jennifer Kieffer
Special Assistant Attorney General
Date: December 1, 2014

Jennifer Kieffer

Special Assistant Attorney General
Phone: (312) 814-1533
Jennifer.Kieffer@]Illinois.gov

Rebecca L. Kulekowskis

Special Assistant Attorney General
Phone: (312) 814-3318
Rebecca.Kulekowskis@illinois.gov

Illinois Department of Revenue
100 West Randolph St., 7-900
Chicago, IL 60601

Fax: (312) 814-4344

Page 13 of 13
14-TT-153



ILLINOIS INDEPENDENT TAX TRIBUNAL

JOHN E. ROGERS and FRANCES L. ROGERS )
Petitioner, ;
V. ) No. 14 TT 153
ILLINOIS DEPARTMENT OF REVENUE i Judge Brian F. Barov
Respondent. ;

CERTIFICATE OF RECORDS

It is hereby certified under authority provided by the llinois Compiled Statutes, that the
attached documents, records and/or memoranda, offered herein for the purpose of proving the
determination of the Department of Revenue which is at issue, are true, correct and exact
originals or reproductions of documents, records and/or memoranda made, kept or maintained on
file by the Department in the ordinary course of its business.

To the extent such documents or records included herein consist of computer generated
data, it is further certified that such information is a true and exact representation of records
properly entered into standard electronic computer equipment in the regular course of the
Department's business, at or reasonably near the time of occurrence of the facts recorded, from
trustworthy and reliable information.

éﬁ»ﬁ;{;ﬁ %ﬁn@; gﬁ,ﬁiﬁ

Brian Hamer, Director
[llinois Department of Revenue

Dated: December 1, 2014



Notice of Deficiency : , STATEOF
for Form IL.-1040, Individual Income Tax Return I I INOIS

DEPARTMENT OF REVENUE
tax.illinois.gov

June 9, 2014
T 0
FONXXX1 131 616 : -
JOHN E. ind FRANCES L. ROGERS Letter ID: CNXXX15951316160
162 ABINGDON AVE
— KENILWORTH IL 60043-1202 Taxpayer ID: XXX-XX-8779
. Reporting period: December 2002
Total Deficiency: $72,336.86
B PR TR [ WY PR TR U | R W TR N i L LEE
We have audited your account fof ‘e report 1y beriod listed above. The attached statement explains the computation of your deficiency and
the balance due. litinois law requires that wenotify you of this deficiency and your rights.
If you agree to this deficiency, pay 1h# lotal balance due as 3000 as possible to minimize penalty and interest assessed. Make your check
payable to “lilinois Department of Ravenue,” write your Social Security number on your check, and mail a copy of this notice along with your
payment. ,

If you do not agree, you may contest this notice by following the instructions listed below.

L ]

If the amount of this tax deficiency, exclusive of penalty and interest is more than $15,000, or if no tax deficiency is assessed but
the total penalties and interest is more than $15,000, file a petition with the lilincis Independent Tax Tribunal within 60 days of this
notice. Your petition must be in accordance with the rules of practice and procedure provided by the Tribunal (35 ILCS 1010/1-1, et seq.).

In all other cases, file a protest with us, the illinois Department of Revenue, within 60 days of this notice. If you file a protest on time, we
must reconsider the proposed deficiency, and if requested, graint you or your authorized representative an administrative hearing. An
administrative hearing is a format legal proceeding conducted pursuant to rules adopted by the Department and is presided over by an
administrative law judge. Submit your protest on Form EAR-14, Féfinat for Filing a Protest for Income Tax, (available on our website at
tax.illinois.gov). if we do not receive your protest within 60 days thig'deficiency will become final. A protest of this notice does not
preserve your rights under any other notice. =y

In any case, you may instead, under Sections 2a and 2a.1 of the State Officers and Employees Money Disposition Act (30 ILCS 230/2a,
230/2a.1), pay the total deficiency under protest using Form RR-374, Notica of Payment Under Protest {available on our website at
tax.illinois.gov), and file a complaint with the circuit court for a review of our determination.

If you do not protest this notice or pay the balance due in full, we may take collection action against yeirfor the balance due, which may
include levy of your wages and bank accounts, filing of a tax lien, or other action. 4

If you have questions, cail us at the telephone number shown below.

Smcerely,

=l

Brian Hamer
Director

ILLINOIS DEPARTMENT OF REVENUE
AUDIT BUREAU

PO BOX 19012

SPRINGFIELD IL 62794-9012

(217) 558-4960

Dept. Exhibit 1, page 1
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Statement

Date: June 9, 2014

Name: JOHN ROGERS
Taxpayer 1D: XXX-XX-8779
Letter ID: CNXXX15951316160

Reasons for deficiency ; o

We obtained information rom the Intormal Revenue Service under authorization of the Internal Revenue Code, Section
6103(d). We determined hat you Jid not tinely notify'us of a final federal change (e.g., RAR, federal amended return).
{35 ILCS 5/506(a), (b)]

if this liability qualified ar amnesty,_and you did not pay that iability during the amnesty period held October 1, 2010,
through November 8, 2010, your penalty and inlerest amounts may be doubled. [86 Ill. Admin. Code 520/101(b)]

Penalties

Interest

Interest on tax in the amount of $37,153.86 has been computed through Jute 9, 2014,

Dept. Exhibit 1, page 2
IDR-393 (R-07/13)



Statement

Date: June 9, 2014

Name: JOHN ROGERS
Taxpayer ID: XXX-XX-8779
Letter ID: CNXXX15951316160

Computation of deficiency Reporting Period: 31-Dec-2002
Adjusted gross intome \ $1,184,185.00
Plus additions

Federally tax-exemipl Interest income $1.00
Minus subftractions

Social Security / retirement benefits » -$4,867.00

IL income tax overpayment ; -$2,554.00
Base income ‘ $1,176,765.00
Minus exemptions -$4,000.00
Net income $1,172,765.00
Tax amount ‘ ‘ ‘ $35,183.00
Total Tax (After Recapture of Investment Credits) | $35,183.00
Tax Due — , $32,417.00

Plus interest on tax through June 9, 2014 N $37,153.86
Total deficiency \ *$72,336.86

If you intend to pay under protest, you must pay this total deficienicy amount.

Computation of balance due

Deficiency (this notice) $72,336.86
Minus IL income tax withheld -$2,766.00
Refunds $2,766.00

Balance due *$72,336.86

Dept. Exhibit 1, page 3
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Bankruptcy Information

If you are currently under the profection of the Féderal Bankruptcy Court, contact us and provide the
bankruptcy number and the bankiuptcy court The bankruptcy automatic stay does not change the fact
that you are required to file tax returps.

Taxpayer Bill of Rights

You have the right to call the Department of Revenue forhelp in re solving | 1ax problems.

¢ You have the right to privacy and confidentiality under mast lax laws.

You have the right to respond, within specified time periods, to Department.petices by asking
questions, paying the amount due, or providing proof to refute (he Deparinant's findings.

You have the right to appeal Department decisions, in many instances, within specified time periods,
by asking for Department review, by filing a petition with the lllinois independent Tax Tribunal, or by
filing a complaint in circuit court.

if you have overpaid your taxes, you have the right to a credit (or, in some Cases, a refund) of that
overpayment.

For more information about these rights and other Department procedures, you may contact us. Our
contact information is on the front of this notice.

Dept. Exhibit 1, page 4



Account Transcript 8779 1040 Dec. 31, 2002 ROGE Page 1 of 3

ol .
&ﬁ Internal Revenue Service
United States Department of the Treasury

This Product Containg S

FORM NUMBER: 1040
TAX PERIOD: pec. 31, 2002
TAXPAYER IDENTIFICATION NUMBER 8779

~d
(el
By

d

SPOUSE TAXPAYER IDENTIFICATION NUMBER:

JOHN E & FRANCES L ROGERS
162 ABINGDON AVE

KENILWORTH, IL 60043-1202-624

~== ANY MINUS SIGN SHOWN BELOW SIGNIFIES A CREDIT AMOUNT —--

ACCOUNT BALANCE: 579, 596.40

ACCRUED INTEREST 61,276.42 AS OF: Sep. 15, 2014
ACCRUED PENALTY 85,121.25 AS OF: Sep. 15, 2014
ACCOUNT BALANCE PLUS ACCRUALS

{this is not a payoff amount): 726,394.07

** INFORMATION FROM THE RETURN OR AS ADJUSTED **

EXEMPTIONS 02
FPILING STATUS: Married Filing Joint

to ; . o Tt RA LIRS 0
ADJUSTED GROSS INCOME: 1,184,185.00
T

Dept. Exhibit 2, page 1
https://lal.wwwd.irs.gov/esrv/tds/requests/TdsProductAction.do?method=productDetails 9/4/2014



Account Transcript

-8779 1040 Dec. 31, 2002 ROGE

TRAN

TIONS

Page 2 of 3

CODE EXPLANATION OF

el
=4
5
el
0]
-
o
e
P
o
w
o

TRANSACTION

G922
420
240
or {(hj}
“f’,&i
300 Additiconal by examination -
assessment
n/a 17251-145-13004~]
180 Interest charged for late payment
300 Additional tax assessed by examination

706 Credit transferred

706 Credit t
1040 201012
971 Tax period
971 Account match
971 Notice issued
CP 0090
571 Collection
~-= issued
571
571
971

3

https://lal. wwwd.irs.gov/esrv/tds/requests/TdsProductAction.do?method=productDetails

from automated levy program

r federal levy payment program

R
&£
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e
s
[
P

[

(e

L
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Lot
(e
[¥3d

0

1

28]
(¥4
<
L

s
£

]
]
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B
(o)
€
[eel

12-24-2008

04-15~2011

AMOUNT
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006.00

193
[
O
)
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Account Transcript 8779 1040 Dec. 31, 2002 ROGE Page 3 of 3

% This Product Contains Sensitive Taxpayer Data :

Dept. Exhibit 2, page 3
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Jun 21 2008 8g:2z2AM

Rogers & Associates

847-853-9714

ptl

- FERE L

} N " Dapartment of the Treasury - IMamal Revenus Sef;r%cs TN REPLY REFER TO
ggf gg'é;}u (AD) getﬂemsnt Agreement for Partnership ltems and |

g artnorship Level Detarminations as to Ponalties, r s
e sle yours snding Additions to Tax and Additional Amounts and AP:FWIL:CHIAN
_ Agresmant for Affacted items )
Taxpayer(s) nams{;}, address, & zip cods; Nama of Partnership: Tex Year(s) Ended:
Abingdon Trading, LLC - ‘ «
Attn: John Rodgers, ESq. 85 L . prem vee WACKER MADISON FUND, LLC 200212
13 SuthBratom-S¢, Sulte 2400
Chicago, IL 60603 EIN: 36-4458774

, Name of Tex Mstters Pariner:
SSN/EIN: 36-4480698 Jonathan E Kahn, Presidsnt, KB Trading, In.

Part |: Offer of Settlement of Partnership itams and Partnership Level Determinations as to
Poanalities, Additions t0 Tax, and Additional Amounts, and Walvar of Restrictions on Assessmoent for
Partnership itams, Penalitles, Additions to Tax, and Additional Amounts :

Under the provisions of sections 8224(c) and 7121 of the Internal Revenus Code (IRC), the Commigsioner of the
internal Revenue Servics and the undersigned taxpayer(s) agres to the determination of partnership tems and
parinership lavel determinations as to penaltles, additlons ta tax, and additional amounts that relste to ad;usxmants
1o partnership items as shown on the attached Schedule of Adjustments.

The undmtgned taxpaysr(s), in accordance with IRC sections 8224(b) and 6213(d), also walve(s) the restndiana
provided in IRC sections 8225(a) and 8213(a) and consent(s) {o the assessment and collestion of any deficlency
gtiributable to pamerahlp Items, penagltios, additions o tax, end additlonal amounts that relate to adjustments to
‘partnarship items, as et forth In the attached Schedule of Adjustments (plus any Intarast provided by law). IRC
Section 8851 fallure to file panalty a;:p lies to any late filed (or non-flled) retums that are required to report the
partrarship itern adjustments,

This ls abi nding setlamant only If you slgn this form and retum i to us and we sign on behalf of the
Commlesioner, When we sign the agresment form, the one-ysar extansion of the period of limitations on

. asssssments will begin under IRC section 8229{1’} H this I8 @ partlal agreemant, the period of limitatfons for
assassing any tax attributable to the settled ity shall be determined as If this egreement had not been enterad

into.

1t Part 1 of thig sgresment form is signed for the Commissioner, the traatment of parinarship ltems and perinership
level determinations s to penaltias, additions to tax and additional amounts that relate to adjustments to
pertrership items under this agreement will not be recpensd in absence of fraud, malfeasance, or
misrepresentation of fact. In addition, no claim for an adjustment of partmership tems or for a refund or credit
basad on any changs In {ha trestment of partnership ifems or partnarship level determinations as to penalfies,
additions to tax, and edditional amounts may be flied or prosacuted.

Signa&ure of Taxpayer Dale Signed Phone Number
Abinag odow Tradn, Lee _ i
Signature of T é:payar j / Data Signed Phone Number
By (Signatuzs and Thtie) : : Date Signed Phone Number
E. ﬁvw.,} T C-19-08 |3it-37¢-|90
0 For Dato aotepted for Commissioner: Signature
internal -
Revenue Cffice Title
Use Only Chicago Appesls Team Manager
{Soe Instructlons for Bigning Agreement - Page 3)
form 870-LT(AD}< Rov. 42007 " Deparmento! the Treasury - internsi Revenus Senice

Dept. Exhibit 3, page 1



Jun 21 2008 9:2z28M Rogers & Associates 847-853-8714 p.2

- R —

Part lI: Offer of Sattlemsnt of Affactad Items and Walver of Restrictions on Assessment

Under the provisions of sections 6224(¢) and 7121 of the Internal Revenue Code
(IRC), the Commissloner of the Intemal Revenue Service and the undersignad
taxpayer(s) agree to the determination of partner level determinations (affected
ftema} a8 shown on the attached Schedule of Adjustments,

The undersigned taxpayer(s), In accordance with IRC sactions 6224(b) and 6213(d),
also waive(s) the restrictions provided in IRC sactions 6225(a) and 6213(a) and
consent(s) to the assessment and collection of any deficlency attributable to partner
level detenminations, as set forth In the attached Schedule of Adjustments, plus any
interest provided by law,

This Is a binding settlement only if you sign this form, retum It to us and we signon
behalf of the Commigsioner. When we sign the agresment form, the one year
extenslon of the perlod of limitations on assessment will begin undsr IRC section
6229(f). If this is a partial agreament, the period of limitations for assessing any tax
attributa?la ta the settled ltems shall be dstermined as if this agreement had not besn
entered-into. :

if Part Il of this agreement form Is signed for the Commissioner, the treatment under
this agreement of the specified affected itams and tha pariner level determinations as
to penalties, addltions to tax and additional amounts that relate to adjustments to

.partnership items will not be reopened In abssnce of fraud, malfeasance, or
misrepresentation of fact. In addition, no clalm for an adjustment of affectad items or
partner level determinations as to penalties, additions to tax and additional amounts
or for a refund or credit based on any change In the treatment of these affected ltems
or partner level determinations as to penalties, additions to tax and additional
amounts may be flled or prosacuted.

This agreement with respéct to affected items and partner leve! determinations as to
penalties, additions {o tax and additional amounts Is not subject to a request for
consistent settlement terms pursuant to IRC ssction 8224(c)(2).

- Signature of Taxpayer Date Signed Phone Number
f?ban;ol‘-‘vw Tvadiwe . L ‘ ‘
Signature of Toxpayer VA Date Signad Phons Numbar
By (8lg ‘re and title Date Sigrad Phone Number
QA:EL C-19-0& |302-37¢-19/0
61 For Signature
. Internal - : M
Revenue Offics Tite
Use Only Chicago Appeals Team Manager
{Bes Instrustions for Signing Agroement - Pags 3)
B ———————
Form 870-LT{AD}-c (Rav. 4-2007) . Dapartment of the Treasury - Internal Ravenus Service

" Dept. Exhibit 3, page 2



Jun 21 2008 3:22AM Rogers & HAssociates 847-853-8714 p.3

-

‘ . INSTRUCTIONS FOR SIGNING FORM 870-LT(AD)
1. Sign Part | (Offar of Settlement of Parinsrship items and Partnership Leve! Detamminstions as to Penalties, AdcHions to Tox, and
.Additional Amounts end Walver of Restrictions on Assassment for Partrership 'tams, Pengliies, Additicns lo Tax, snd Acditional Amounts) of
Farm 870-LT(AD) to ssitle the partnarship itams end parinership leval determinations as to penaltiss, additions to tax, and sdditional
amounts, If eny, 88 shown on the sftached Schaduls of Adiustments,

2, Sign Per | (Offer of Settiemant of Affacted ftama and Waivar of Restrictions on Assessment) of Form 870-LT{AD) to aattle the toms thet
ragqure partner level daterminations {affactad ltems, Inclikling pensities, adaiions to tex, and additional amounts, if aryl. Thess ltems ars
880 shown on tha attached Scheduls of Adjustments, .

Hyou sign Part |, but don't sign Part 11, wo will mall you one of the following:

» A atfectsd item report, Including penalties, sdditions o lax, and addificnal amounts, If any, showing the adjustments to your refumn,
You cen egree (o the affected itams at that time or raquest further Appeals conalderation. The report will exslaln how 1o do s,

* A nolice cf daficiency for tha effactad llems other than panalties, additions to tax, and adgditisnal amounts, The notice will tsll you
how to fie a patition with the Unitad States Tax Court 1o disputs the daficianay attributibls to the sffeciad ltems othor than penailiss,
additions o tax, and addliional amounts. Pensities, edditions to tax, end additional amounts, I any, will be ssgessad. You must
then pay the tax and penalties bofore you may flle a claim for refund to ralse any partner loval defensee per IRC section 6230(¢K1).

The exacution and filing of this offer will axpedits the sdjustment of tax ttabilkty.

?. Your aamsm to tha corrected partrership.tams [n Part | of Farm 870-LT(AD) will remain In effect, whathar or not you sign Part 1 of this
form,

4. ¥ 8 JOINT RETURN OF A HUSBAND AND WIFE was flied and both spousas Intend {o agres, both spouses should sign Farm 870
LT(AD). One spouse may sign as agent for the othar If ecting under a power of attomey, which, I not previously fied, must eccompany this
form. The IRS may actept the signature of only one spouge at its discrotion. Howaver, the agraement will only be binding on the signing
spouse.

5. Ifthe taxpayer |8 a corporation, the agreement must be signed with ihe corporats name followed by the signatura and tiie of the oficer
authorized to sign Form 870-LT(AD).

8. Your aitamsy or agan{ mey glgn sither part of the form for you if this acticn is speaifically sutharized by a power of attarnsy, which i not
previously filed, muat acoompany this form.

7. If this offer Is signed by a trust, tha agroement must be signed with the trust neme, followed by the signature and titfe of the person
authorized to sign on bahalf of tha trust.

8. For a partner who Is 2 member of a consolidaiad group and the agresment Is for a pannarship year(s) ending on or before the last dayof a
consolidaled retum year beginning before June 28, 2002, the sgreemant should be signad by a cumently authorized officer of the corporation

. who was the comman parant corporation of thé cansolidated group for the relavam conselideled retum year(s). The common parent
corparetion signs tha sgraamant In s own nams. The signature and title of a current officer of the sommon parent corporation, wha ls
authorized 1o bird the common parent corporation, should be dispiayed (n the signature biock, Ses Treas. Rag, § 1.1502-77A(g). Howpver, if
tha agreemaont ig for @ parineship yean(s) anding 01 or before the last day of a consolidated retum yeer beginning on or sfiar June 28, 2002,
then a currently suthgrized officer of tha subsidiary corporation should sign the agreamant and should do 86 In tha name of the subsidisry
carporstion. See Treas. Reg. § 1.1502-77(aX8){ll). The signature and title of a current oificer of the subsidiary corparetion, who is
authorized 1o bird the corperation, should ba dispisysd in the signsture block.

For a partner who 18 the common parent corparetion of & consolidgted group and the sgreement Ia for 8 partnership year(s) ending on or
bofore the last day of 8 consalidatad refurn year beginning befors, on or aftar June 28, 2002, a currandly suthorized officer of the camparation
who wag the common.parent corpgration of the consotidated group for such consolidated retum year(s) should sign tha agreement in the
nama of the common parent corporetion, Ses Treas. Rep. § 1.1502-77(a),

9. Hthe Tex Matters Partrer signs this offer, pleags include the title with the signature,

10, if the Tax Mattars Panner is a subsidlary corporation in & consolidatad group and the agreomaent I for a partrarship year(s) ending on or
biofore the last day of a consolidated retum year beginning before Juno 28, 2002, then a currently authorized officer of the corporation who
wis the common parent comoration of the consolidatad group for such conaolidated ratum year should sign the agresment on benalf of the
Tax Matters Partner. Tha signature and tille of 8 current officer of the comman parent corporation, who 15 suthsrtred 1o bind the common
parent corporation, should ba dispiayed In the signalure biock, Ses Tress, Reg, § 1.1502-77Ala). An authorized officer for the subsidlery
corporation should eito sign If if, as the Tax Matters Pariner, Is binding non-nofice periners under the egreement. Howouer, if the sgreement
fa for perinarship ysar(s) ending on or before the [ast day of a consolidated retum year beginning on or after June 28, 2002, then 8 currsnlly
suthorized officar ;af the subsidiery corparation shauld sign the dgreemant In tha name of the subsidinry comporation. Soa Treas. Rog. §
1.1802-77{a}3Xv}. .

NCTE: The submissian of this offer by you wzé iha accaptanca of the offer for the Commiasioner may result in an additional tex Tabliity to you
plus Interest as provided by lew, If the result s a decressa In tax, tho amount of tha decrense will be ssal 1o you with Intsrest a8 provided by

ow, K
Form 870-LT(AD)-c (Rev. 4-2007) " Departmant of the Treasury - Intarnal Ravenue Ssrvica
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, Depanimant of the Treasury - Intemal Revanue Servics :
Settlement Agresment For Partnershlp itams and Partnership Lavel
DstermInations as to Penaltles, Additlons to Tax and Additional

___Amounts, and Agresment for Affacted Items

SCHEDULE OF ADJUSTMENTS
Nams of Parinership : ,
WACKER MADISON FUND, LLC - Tax Year(s) Enced
EIN: 36-4456774 200212
Detail of Adjustments to Ordinary Income
Net Gain (Losg) From Form 4787, Part i ' $16,260,883.00
i
i
i
.
Total Adfustmants to Ordinary Income , $16,260,883.00 '
Other Adjustments , R o : R ’ AGTRS
A, Portfollo Incoms (Loss) Intarast : s 4 T > 2hx . En
(1) Adjustment $0.00
{2) As Reported - , $21,098.00
{(3) Corracied : $21,088,00 .
B. Portfolio Income (Loss) Dividends P LS Uy SRk
(1) Adjustment ~ ‘ - $0.00
(2) As Reported $26,238.00
A (3) Corracted : . $26,238.00
Remarks:;
See attached Form 8B86A.
}

Form 870-LT(AD)< (Rev. 4-2007) Dapartmant of the Traasury - Internal Revenue Service
‘ 4 "

i
{

Dept. Exhibit 3, page 4
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Fbrm 870-LT(AD), Other Adjustments (Continued) -

'NAME OF PARTNERSHIP

WACKER MADISON FUND, LLG TAX YEAR(S) ENDED
EIN: 36-4456774 - | 200212
C. Portfoiio Income (Loss) Net Short-Term Gain (Loss)  DARMISIIRTEEE IR e
(1) ADJUSTMENT . $123,313.00
(2) AS REPORTED ' ($184,418.00)
(3) CORRECTED ) ’ (841,105 OO)I
D. Interest Expense on Invastment Debls @mm,rm T
(1) ADJUSTMENT 5000
(2) AS REPORTED ' $14,645.00
(3) CORRECTED . $14,645.00
E. Investment Income Included in Portfolio Income S R L msa‘%’é’ H3E
(1) ADJUSTMENT . $0.00
(2) AS REPORTED : : $47,336.00
(3) CORRECTED _ $47,336,00 .
F.___ 1 ‘ S R R A R R e
(1) ADJUSTMENT ' ‘ '
(2) AS REPORTED
(3) CORRECTED
G. L
: (1) ADJUSTMENT
{2) AS REPORTED
(3) CORRECTED
H. : -
(1) ADJUSTMENT
(2) AS REPORTED
(3) CORRECTED ' ’ , )
: (1) ADJUSTMENT C .
{2) AS REPORTED
(3) CORRECTED
|
Form 870-LT(AD)-c (Rev. 4-2007) | ‘ Department of the Treasury - Internsi Revenus Service
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Jun 21 2008 9:23AM Rogers & Associates B847-853-8714 p.B

FORM 888-A ‘ ' Y SCHEDULE NUMBER
EXPLANATION OF ITEMS ‘
NAME OF TAXPAYER YEAR/PERIOD ENDED
WACKER MADISON FUND, LLC » 12/31/2002_
Nat Galn (Loss) Fram Form 4767, Partil ‘
. 2002

Adjustment Per RAR 21,661,177
Amount Allowsd By Government (25%) 5,420,294
Revised Adjustmant . ) ' 16,260,383

t us -Portfol ,
Adjustment Per RAR t 184,418
Adjustment Allowed By tGovemment (26%) _ e 83,108
Revised Adjustment . ' i 12331

It is determined that the grcss ua uation misstaternent penalty, provided by IRC section 6662, appﬂas atthe
investor level, '

It Is furthar detarmined that the rate of the accuracy-relatad penaity s raduoed to.10 paroent m‘ the deficiancy
arlsing from the paﬁnarahip adjuatmsnt(s)

ar |
There I8 no cancelation of Indebtness Income upon the refinanging transaction.

The pass through deduction for the management fees pald fs not subject to the 2%
ftemized deduction per IRC Sectlon 87 (¢ ). )

The investors are anlitied to the suspenaion of Interest under IRC Section 8404 (g).

Dept. Exhibit 3, page 6



dapamﬁant of the Treasury Mall Stop:

8334
Internal Revenue Service Poraon to Contact:
Holtsville NY 11742
PC 0013 EGC 6823
Employse Identification Numbery
0178338012
Talephone Number:
Date: May 27, 2011 6314474382
Hours:
John E & Frances L Rogers 5:00PM - 11:00PM
162 Abingdon Ave Time Zone:
Kenilworth II. 60043-1202 EST
‘ Day{(s) of the Weak:
Menday - Friday
Taxpayer !dantification Number:
8779
Tax Yoar Endod:
Decomber 34, 2002
Dear John E & Frances L Rogers:

Enclosed is Form 4549-A explaining how the adjustments made during our examination of the above return
affect your individual income tax return. The Form 4549-A does not require any signatures and should not be
returned to us, but should be kept for your records.

If you owe additional tax, you will receive a bill for the additional tax and interest. If penalties are applicable
because of the adjustments made during our examination, a separate report will be mailed to you. If you are due
a refund, it will be sent to you within 6 to 8 weeks.

If you have any questions about this matter, please write to the person whose name is shown at the top of this
letter, or you may call that person at the telephone number shown.

If you prefer, you may call the IRS telephone number listed in your local directory. An employee there may be
able to help you, but the office at the address shown on this letter is most familiar with your case,

If you write to us, please provide your telephone number and the most convenient time for us to call you in
case we need more information. Attach this letter to any correspondence to help us identify your case. Keep the
copy for your records.

Thank you for your cooperation.
Sincerely yours,
R . ’ 0 %‘ w
Patricia J DeMaio
Exam Field Support Operation Manager
Enclosure:
Form 4549-A
Copy of this letter Letter 2083 (SC) (Rev. 3-1986)
Catalog Number 83342P

Dept. Exhibit 4, page 1
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Form 4549-A

Department of the Treasury-Intemal Ravanue Service
Income Tax Discrepancy Adjustments

Page

of 2

{Rev. May 2008}
Name and Address of Taxpayer Taxpovar dentification Number Retumn Form No.:
hn E & Prances L Rogers 8779 i 1049
igz Abingdon Ave ’ m&m Name and Title:
Kenilworth IL 60043-1202 changes were
discussed.
1. Adjustments to incomo mﬁ‘:}i‘f Period End Period End
3. Interest Income {384.00)
b, Ordinary income (loss) 1,210,074.00
¢ ltemized Deductions 41,649.00
d. Exenptions §,000.00
e,
{
g
h.
L
e
k.
L
m.
n
o.
p.

2. Total Adjustments
3. Taxable Incoma Per Retum or as Previously Adjusted

1,257,339.00
{134,058.00)

4. Corrected Taxable Income

1,123,281.00

Tex Mathod S8CHEDULE D
Fillng Status Jolnt
5. Tax 356,006.00
8. Additional Taxes / Alternative Minlmum
7. Corracted Tax Liabliity 356,006.00
8. Less a.
Credits b.
c.
d.
9. Balance (Line 7 less total of Lines 8s thru 8d) 356,006.00
10. Plus 8. Self Employment Tax $,061.00
Other | b,
Taxes | ¢
d
11. Total Corrected Tax Liabllity (Line 9 plus Lines 10s thrs 10d) 361,067.00
12. Total Tax Shown on Retum or as Previously Adjusted 5,061.00
13. Adjustmenis to: a.
b.
<
14. Defidency-Incraase in Tax or (Overassessment - Decresse in Tex)
{Ling 11 loss Line 12 sdjusted by Lines 13a through 13¢) 3156,006.00
15. Adjustments to Prepaymaent Credits-Incresse (Decreass)
16. Balance Due or (Overpayment)} - (Line 14 adjusted by Line 15)
{Excluding Interest and penaiiias) 356,006.00
Catalog Number 231107 www.irs.gov Form 4549-A (Rev. 5-2008)
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. . [ .
ftha Ti Re e Service
Fm“m.A Departmant of the Tressury-intemal Revenus 2 )

(Rev. May 2008) Income Tax Discrepancy Adjustments Page

N ?swyaf Taxpavar idantfication Number Retumn Form No.:
Jggﬁ & ances L Rowers -8779 1&40

Porled End Period End Poriod End
17. Panaltles! Code Sactions 13/31/2003

8. Acouracy-IRC 6662 35,600.60

@ &0 o

k
K.
L
m.

n.

18. Total Penaltios 35,600.60

Underpayment attributable to negligence: (1981-1987)
A tax addition of 50 percent of the interest dus on the
underpayment will accrue uritl it is pald or assessed.

Underpaymant atirbutable to fraud: (1981-1987)
A tax addition of 50 parcent of the intarast dus on the
underpayment will accrue until it Is pald or assessed.

Underpayment attributable to Tax Motivated Transactions (TMT).
Intarast will accrue and be assessed at 120% of underpayment 0.00
rate In accordance with IRC 6621(c).

19, Summary of Taxes, Panaltles and Interest:
a. Bslance dus or (Overpaymaent) Taxes - (Line 18, Pege 1} 356,006.00
b. Penalties (Line 18) - computed to 05/25/2011 15,600.60
¢ Interest (IRC § 6607) - computed to 06/24/2011 0.00
d. TMT Interest - computed to 06/24/2011  (on TMT undarpayment) 0.00
8. Amount due or refund - (sum of Lines a, b, ¢ and dj 391,606.60

Othar Information:
IRC 6862 Accuracy Penalty Gross Valuation Misstatement at 10% applies.

It you require further information please contact your Tax Maters Partner.

Examiner's Slignature:
Name Employee (D Office: Data:

K.Lobalgamo 0178338012 Brookhaven 05/25/2011

Thae Intemal Revanue Service has agreements with state tax agencies undsr which Information about faderal tax, Including increases or dacresses, is
g;?nzsngad with the states. If this change affects the amount of your state income tax, you should amend your state return by filing the nacessary
8.

You may be subject 'o backup withholding If vou undemreport your interest, dividend, or patronage dividend Inooms you eamad and do not pay the
required tax. The IRS may order backup withholding (withholding of a parcentage of your dividend and/or inferest paymaenis) if the tax remains unpaid
aftar it has been assessed and four notices hava been Issued to you over & 120-day pariod.

Catalog Number 231107 www.lrg.gov Form 4548-A (Rev. 5-2008)
Dept. Exhibit 4, page 3



Name of Taxpayer  John E & Frances L Rogers

0572572011

ldentification Number: -8779 Total 12.00.00
2002 - Form 6251 — Alternative Minimum Tax Computation
1. If filing Schedule A enter tax table income, otherwise 1.123281.00
adjusted gross income
2. Total adjustment and preferences (15318.00)
3. Net operating loss deduction 0.00
4. Alternative tax net operating loss deduction 0.00
5. Alternative minimum taxable income (combine lines 1 thru 4) 1,107,963.00
6. Exemption amount 0.00
7. Subtract line 6 from line 5 (if O or less, enter 0) 1,107,963.00
8. If capital gains are reported, see line 22 from page 2 285,938.00
All others:
If line 7 is $175,000 or less ($87,500 if MFS) multiply
line 7 by 26%. Otherwise, multiply line 7 by 28% and
subtract $3,500 ($1,750 if MFS) from result
9, Alternative minimum tax foreign tax credit 0.00
10. Tentative minimum tax. Subtract line 9 from line 8 285,938.00
11. Regular tax before credits 356.006.00
12, Alternative minimum tax 0.00
Exemption Workshest (Line 6)
A. Exemption amount based on filing status 49.000.00
B. Alternative minimum taxable income 1,107.963.00
C. Enter $112,500 ($150,000 if married filing jointly or 150,000.00
qualifying widow(er), $75,000 if married filing separate)
D. Subtractline C from Line B 957,963.00
E. Multiply line D by 25% 239.491.00
F. Subtract line E from line A (if zero or less, enter 0} 0.00

Dept. Exhibit 4, page 4



Name of Taxpayer:  John E & Frances L Rogers

057252011

identification Number: -8779 Total 12.00.00
2002 - Form 6251 - Continuation, using Maximum Capital Gain Rates,
Computation of Line 10 when Schedule D is completed
1. Amount from Form 6251 report, line 9 1,107,963.00
2  Amount from Schedule D line 18, or line 9 from workshest {refigured for AMT) . 259,891.00
3 Amount from Schedule D report, line 14 {refigured for AMT) 0.00
4. Amount from line 2 If no Schedule D worksheet otherwise, 259,891.00
the smaller of the sum of 2 or 3 or Schedule D worksheet line 4. 259,891.00
5. Smallerof line 1 orline 4
6. Subtract line 5 from line 1 848,072.00
7. i line 6 is $175,000 or less ($87,500 if MFS) multiply 233,960.00
line 6 by 26%. Otherwise, multiply line 6 by 28% and
subtract $3,500 ($1,750 if MFS) from resuit
8. Amount from Schedule D report, line 23 (refigured for AMT) 0.00
9, Smallest of line 1 orline 2 259,891.00
10. Smallest of line 8 or line 9 {not less than zero) 0.00
11. Qualified 5-year gain from Schedule D report, line 24 (refigured for AMT) 0.00
12. Smaller of line 10 or line 11 0.00
13. Multiply line 12 by 8% 0.00
14 , Subtract line 12 from line 10 0.00
15. Multiply line 14 by 10% 0.00
16. Subtract line 10 from line 9 259.891.00
17. Multiply line 16 by 20% 51,978.00
18. Subtractline 9 fromline 5 0.00
19. Multiply line 18 by 25% 0.00
20. Total of lines 7, 13, 15, 17, and 19 285,938.00
21. ifline 1 is $175,000 or less ($87,500 if MFS) multiply 306,730.00
line 1 by 26%. Otherwise, multiply line 1 by 28% and
subtract $3,500 (31,750 if MFS) from resuilt
22. Smaller of line 20 or 21, enter here and on 285,938.00

line 10 of Form 6251 report

Dept. Exhibit 4, page 5



Name Of Taxpay&e{: John E & Frances L Rogers 05/2512011
Identification Number; 8779 Total 12.00.00

2002 - PERSONAL EXEMPTION WORKSHEET

1. Multiply $  3,000.00 by the total number of exemptions 6.000.00
clalmed on Form 1040, line 6e

2. Adjusted Gross Income 1.184,185.00

3. Limitation based on Fliing Status 206.000.00

4. Subtract line 3 from line 2 978.185.00

5. Divide line 4 by $2,500 0.00
($1,250 if married filing separate)

6. Muitiply line 5 by 2% and enter the result as a decimal 0.00

7. Multiply line 1 by line 6 0.00

8. Deduction for exemptions (Subtract line 7 from line 1) 0.00

Note: If Line 4 is more than $122,500. or ($61,250. if married filling separately), a deduction for

exemptions cannot be taken.

Dept. Exhibit 4, page 6



Total

Taxpayer. Inhn B & Frances L Rogers Page of
TIN: ~8779 Tax Period{s): 200212
Accuracy-Related Penalties under IRC 6662
20 Percent Penalty - Internal Revenue Code Section 6662(a)
it has been determined that the underpayment of tax shown on line 7 below is attributable to ons or
more of the following:
{1) Negligence or disragard of rules or regulations;
{2) Substantial understatemant of income tax;
{3) Substantial valuation misstatement (overstatement).
Therefore, an addition to tax Is Impossed as provided by Section 6662(a) of the Intemnal Revenue Code.
1. Total Underpayment 356,006.00
2. Less: Underpayment attributable to non-penally issues 0.00
3. Less: Underpayment atiributable to Section 6662A penalty issues 0.00
4. Less: Underpaymant atiributable to Section 6662(h) penalty Issues 0.00
5. Less: Underpayment attributable to civil fraud penalty issuss 0.00
8. Less: Allccable prepayment credits 0.00
7. Underpaymant to which Section 6662(a) appliss {Line 1less thasumoflines 2,3, 4,5, and 6) . 356,006.00
8. Applicable penalty rate 10.00%
8. Section 6662(a) accuracy-related penalty (Line 7 times line 8) 35,600.60
10. Less: Praviously assessed/previcusly agreed Section 6662(a) accuracy-related penalty 0.00
11. Total section 6662(a) accuracy-related penalty (Line 9 less line 10) 35,600.60
40 Percent Penalty - Internal Revenue Code Section 8662(h)
It has been determinad that the underpayment of tax shown on fine 7 balow is attributable to a
gross valuation misstatement (overstatement). Thersfore, an addition to tax is iImposed as
provided by Section 6682(h) of the Internal Revenue Code.
1. Total Underpayment 356,006.00
2. Less: Underpayment atiributable to non-penally issues 0.00
3. Less: Undarpaymaent atirbutable to Section 6662A penalty issues 0.00
4. Less: Underpayment atiributable to Section 6662(a) penalty issues 356,006.00
§. Less; Underpayment attributable to civil fraud penaity issues 0.00
8. Less: Allocable prepaymant credits 0.00
7. Underpayment to which Section 6662(h) applies (Line 1 less the sum of lines 2, 3, 4, 5, and 6) 0.00
8. Applicable penalty rate 40.00%
9. Section 8662(h) accuracy-related penaity (Line 7 timss line 8) 0.00
10. Less: Previously assessed/previously agreed Section 6662(h) accuracy-related penalty 0.00
11. Total section 6662(h) accuracy-related penalty (Ling 9 less lins 10) 0.00
——
RGS Verslon 12.00.060 Date Tax Computation Last Generaled 05/12/2011
Dept. Exhibit 4, page 7



Name Of Taxpayer: John E & Frances L Rogers 05/25/2011
identification Number: 81719 Total 12.00.00

2002 - Adjustments Subject to Accuracy-Related Penalty - IRC 6662

ADJUSTMENTS TO WHICH THE ACCURACY RELATED PENALTY APPLIES :
PENALTY RATES
0% 40%

Ordinary income (loss) X 1,210,074.00 IRC 6662(e)

Dept. Exhibit 4, page 8



Name Of Taxpayer:  Iohn E & Frances L Rogers

0572572011

Identification Number: -8779 12.00.00
2002 - SCHEDULE A -ITEMIZED DEDUCTIONS
PER RETURN PER EXAM ADJUSTMENT
1. Medical, dental and .
insurance premiums 8.439.00 8.439.00 0.00
2. 71.50% of Adjusted Gross
Income 0.00 88.814.00
3 mw and : 8.439.00 0.00 8.439.00
4. Taxes 18.643.00 18.643.00 0.00
5. Home Interest Expense 28.594.00 28.594.00 0.00
6. Investment Interest 45.074.00 45.074.00 0.00
7. Other Interest Expense 0.00 0.00 0.00
8. Total Interest Expense 73.668.00 73.668.00 0.00
9. Contributions 0.00 0.00 0.00
10. Casuality and theft Losses 0.00 0.00 0.00
11. Misceilaneous deductions
subjact to AGI limit 1.803.00 1.803.00 0.00
12.  2.00% of Adjusted Gross
Income 0.00 23.684.00
13. Excess Miscellanecus
deductions 1.803.00 0.00 1.803.00
14. Other Miscellaneous
deductions 0.00 0.00 0.00
15. Total itemized deductions 102.553.00 60.904.00 41.649.00
{Sum of Lines 3, 4, 8,
9,10,13, and 14 less
any applicable fimitation)
ITEMIZED DEDUCTIONS WORKSHEET - PER EXAM
A. Totaloflines 3,4, 8,9, 10, 13, and 14 92.311.00
8. Total of lines 3, 6, 10, (plus any gambling
losses Included on line 14) 45.074.00
C. LineAlessLine B 47.237.00
D. Multiply the amount on line C by 80% 37,790.00
E. Adjusted Gross Income from Form 1040 1.184.185.00
F. ltemized Deduction Limitation 137.300.00
G. LineElessLine F 1.046.885.00
H. Multiply the amount on Line G by 3% 31.407.00
1. Enter the smaller of Line D or Line H 31.407.00
J. Total ltemized Deductions (entered on lina 15 above) 60.904.00

Dept. Exhibit 4, page 9



Name of Taxpayer: John E & Frances L Rogers
Identification Number: -8779 Total

0572572011
12.00.00

2002 - SCHEDULE D - CAPITAL GAINS AND LOSSES

1. Short-term capital gain or loss
2. Short-term capital loss carryover
3. Net Short-term Galn or Loss (Add line 1 and 2)

4. Long-term capltal gain or loss
5. Long-term capital gain or loss carryover
6. Net long-term Galn or Loss (Add line 4 and §)

7. Sum of linas 3 and 6 - Net Capital Gain or Loss
8. Capital loss limitation
9. Capital Galn or Loss - As Corrected

10. Capital Gain or Loss - Per Retum

11. Line 9 less line 10 - Adjustment to Income

CORRECTED CARRYOVER
12. Short-term Carryover to Subsequent Year
13. Long-term Carryover to Subsequent Year

COMPUTATION OF ALTERNATIVE TAX

14, Unrecaptured 1250 gain

15. Taxable Income

16. Smallerof line 6 orline 7

17. Form 4852, line 4e

18. Subtract line 17 from line 16 {not less than 0}
19. Subtract line 18 from line 15 (not less than 0)
20. Tax on the amount on line 19

21. Smaller of iine 15 or 46,700.00
22. Amount from line 19

23. Subtract line 22 from line 21 (not less than 0)
24, Qualified 5-year gain

25. Smaller of tine 23 or line 24

26. Multiply line 25 by 8%

27. Subtract line 25 from line 23

28, Muitiply line 27 by 10%

29. Smaller of line 15 or fine 18

30. Amount from line 23

31. Subtract line 30 from line 29 (not less than 0)
32, Multiply line 31 by 20%

33. Alternative Tax, sum of lines 20, 26, 28, and 32

3,609.00
0.00
3,609.00

259,891.00
0.00
259,891.00

263,500.00
0.00
263,500.00
263,500.00
0.00

0.00
0.00

0.00
1,123,281.00
259,891.00
0.00
259,891.00
863,390.00
304,028.00
46,700.00
863,350.00
0.00

0.00

0.00

0.00

0.060

0.00
259,891.00
0.00
259,891.00
51,978.00
356,006.00

Dept. Exhibit 4, page 10



Fom 886-A ) Schodule number o exhibit
%w EXPLANATION OF ITEMS
Hame of Taxpayer Taxpayer ldeiificaiion Number VeadPeriod Ended
John E & Frances L Rogers : -8779 2002
interest Incomse
Tax Period Per Retum Per Exam Adjustment
2002 $384.00 $0.00 ($384.00)

We have adjusted your return in accordance with the examination results for Abingdon Trading, LLC. The
examination resulls are based on the settlement agreement, Form 870-LT and the Scheduls of Adjusted Items.

Ordinary income {loss)

Tax Perlod Per Retumn Per Exam Adjustment
2002 (3495,285.00) $714,789.00 $1,210,074.00

We have adjusted your return in accordance with the examination results for Abingdon Trading, LLC/36-4480608.
The examination results are based on the settlement agreement, Form 870-LT and the Schedule of Adjusted
ltems.

Statutory-itemized Deductions

Tax Period Per Retum Per Exam Adjustment
2002 $102,553.00 $60,904.00 $41,649.00

Only the amount of medical expenses that exceeds a certain percentage of your adjusted gross income is
daductible. Since your adjusted gross income has been changed, we have adjusted your medical expense
deduction as shown in the accompanying computation.

Certain expenses deducted as miscellaneous itemized deductions are only deductible to the extent that they
exceed a percentage of your adjusted gross income. Since we have made other changes in this report which
affect your adjusted gross income, we have also adjusted these expenses.

rorm BBG-A (1.1904 Bepartmant of (he Treasury - Intarnal Revenua Servica

Dept. Exhibit 4, page 11



Notice of Audit Initiation STATE OF
Income Tax "anlS

BE?W%
tax.illinois. gm'

March 25, 2{}?3

#BWNKMGY

#ONXX X15X 3539 2965#

JOHN E. ROGERS

162 ABINGDON AVE

KENILWORTH IL 60043-1202 Taxpayer ID: XXX-XX-8779
Account ID: £13920903
Audit ID: A1968861184
Return type: IL-1040

(1Y Y Y P Y L P (T R LT ALY P T PR Audit periods: 01/2002 - 12/2002

This letter serves to notify you effective March 25, 2013, that an audit has been initiated on your IL Individual Income Tax for
your account ID and periods shown above. As part of the audit process, we will perform compliance reviews for all other lilinois

taxes administered by the lllinois Department of Revenue.

We received information from the Internal Revenue Service (IRS), as authorized under the Internal Revenue Code Section
6103(d), which indicates that a federal tax audit was completed on you, your business, trust, or estate. You are required to
report those adjustments that affect lilinois income to the department (see lllinois Income Tax Act, Section 506(b)). If you are

required to file, you may send us the required tax return{s).

If you are a partnership, S corporation, or trust, this also constitutes the initiation of an audit on your partners, shareholders, or
beneficiaries regarding the amount of underpayment or overpayment that results from changes to your return that flow through

to their returns.
The following books and records are needed to start the examination:

+ federal income tax returns, including RARs, amended returns, etc., for each tax year

*+  Amended 2002 IL-1040
PLEASE RESPOND BY APRIL 15, 2013

Additional records and documentation may be requested as the examination proceeds.
Liabilities for periods whose returns are due on or after January 1, 2005, that were not paid prior to the audit initiation date, as
shown above, will have a late payment penalty imposed of 15 percent. After the conclusion of this audit, if any liability is not paid

within 30 days of the date of the issuance of Form IL-870, Waiver of Restrictions, this penalty will increase to 20 percent.
Liabilities due as a result of a timely filed report of a federal change are not subject to this penalty.

For unpaid liabilities due prior to July 1, 2009, and which were eligible for amnesty under the Tax Delinquency Amnesty Act,
penalty and interest imposed on the liability will generally be doubled.

We are enclosing, P10-60, lilinois Audit information, which explains general audit procedures and methods.
If you have any additional questions, please contact me using the information listed below.

Sincerely,

Greg Nelson
Reavenue Auditor

ILLINGIS DEPARTMENT OF REVENUE
PO BOX 18020
SPRINGFIELD, IL 62794-9020 Dept Exhibit 5, page 1

217 78K.7245%



lllinois Department of Revenue
101 West Jefferson Street
Springfield, Illinois 62702

April 26, 2013

John E & Frances . Rogers
162 Abingdon Ave
Kenilworth, IL 60043-1202

Re: Non-Filed RAR
SSN:  XXX-XX-8779
Years: 12/02
Track: A1968861184

Dear Taxpayer:

On March 25, 2013 you were notified by letter of the above-referenced Audit. I made a request for
information and/or returns to assist me in bringing you into compliance. I have not received either of the
requested items.

Please find enclosed work papers reflecting what you can expect if you further choose not to be part of
this process. Since you did not respond, we used your Adjusted Gross Income (AGI) based on the best
information available per IITA, Section 5/201. We obtained information from the Internal Revenue
Service under authorization of the Internal Revenue Code, Section 6103(d). No possible credits were
given since you didn’t respond

If you do not respond by May 15, 2013, I will move forward in the process of issuing a formal
Notice of Deficiency against you.

Thank you in advance for your cooperation in clearing up this matter. If you have any questions or need
further assistance, please do not hesitate to contact me directly.

Sincerely,

Greg Nelson, Revenue Auditor
[llinois Department Of Revenue
Income Tax Discovery Section
PO Box 19020

Springfield, [1. 62794-9020
217.785.7245

ce: file

Dept. Exhibit 6, page 1



lllinois Department of Revenue

EDA-24 (Ver. 7.30) IL-1040 AUDITOR'S REPORT 4/26/2013
Taxpayer Name: JOHN E ROGERS SSN: XXX-XX-8779
Spouse's Name: FRANCES L ROGERS S8N: XXX-XX-7927
Mailing Address: 162 ABINGDON AVE
KENILWORTH, IL 80043-1202 Tax Year Start Date: 12/03/2012
Tax Year Ending: 12/2/2013
Statute Expires: 12/31/9998
Audit Period: 121272013 Audit 1D: A1968861184
As Filed Net Change As Corrected
Filing Status 2 Married Jnt Rtn 2 Married Jnt Rin
Residency Code 1 Resident 1 Resident
1 Adjusted Gross income (25,505) 1,208,690 1,184,185
Additions:
2 Federally Tax-Exempt Interest 1 0 1
3 Other Additions 0 0 0
4 Total Income (25,504) 1,209,690 1,184,186
Subtractions:
5 Retirement and Social Security 4,867 0 4,887
6 Military Pay 0 0 0
7 Hlinois Income Tax Refund . 2,554 0 2,554
8 U.S. Government Obligations Interest 0 0 0
g Other Subtractions 0 0 0
0 0 0
10 Total Subtractions 7,421 0 7,421
11 Hllinois Base Income (32,925) 1,209,690 1,176,765
Number of Federal Exemptions 2
Number of Dependent Exemptions 0
Number of 65 or Older and Blind Exemptions 0
12 Total Exemption Amount 4,000 0 4,000
13 Net Income 0 1,172,765 1,172,765
Net Taxable Income 0 1,172,765 1,172,765
Tax @ 5% 0 58,638 58,638
Recapture From Scheduie 4255 g 0 0
14 Total Tax Due 30 $58,638 $58,838

Dept. Exhibit 6, page 2

EDA-24 front 1L.-492-0371



*

. Taxpayer: JOHN E ROGERS SSN: XXX-XX-8779 APE: 12/02/2013

As Filed Net Change As Corrected
Total Tax Due {from EDA24 front) $O nomen $58,638
Payments and Credits
2,788

17 Hiinois Income Taxes Withheld (W-2) 2,766
18 Estimated Payments (IL-1040-ES, IL-505-)
and Prior Year Overpayment Credits
Payment Made With Original Return
Other Payments
19 Foreign Tax Credit From Schedule CR
20 Hlinois Property Tax Paid:
Property Tax Credit for This Year
Qualifying Education Expenses:
Education Expense Credit
Federal Eamed Income Credit
Hlinois Earmned Income Credit

OO OO
R T v S o B

0
0
0
0

21 Tax Credits From Schedule 1299-C 0 0 0

22 Total Payments and Credits 2,766 Y 2,766

Donations to Voluntary Contributions Funds 0 o 0

24 Credit Carryforward to Next APE 0 0 0

Amount(s) Refunded 2,766 0 2,766

Refund/Credit Used in Other APE 0 0 0

Payments Applied to Penalty/interest 0 0 0

Net Payments and Credits 0 0 0

Net Tax Due 0 58,638 58,638

Interest Due on Tax 0 0 0
Penalty:

Late Filing Penalty 0 0 0

Negligence Penalty 0 0 0

Late Payment Penalty for Underpayment of Est. Tax 0 0 0

Late Payment Penaity for Unpaid Tax 0 0 0

Less: Penalty Paid 0 o 0

Total Penalty Due 0 8] 0

28 Total Tax and Penalty Due 30 $58,638 $58,638

Date of Report Auditor
04/26/2013 GREG NELSON
Discussed with Title Date

EDA-24 hack
Dept. Exhibit 6, page 3



May 20 2013 6:128M
- ¥

P

get the case switched to Chicago.

'/ John E. Rogers

To: Greg Neison
Re: 2002 john & Fran Rogers

05-17-13

ROGERS & HASSUCIATES 3122758180 p.1

ﬁ% 2171-7¢5-3275)

Dear Mr. Nelson, attached is an IRS notice of appeals. [ have just cleared my plate to deal with them and

Dept. Exhibit 7, page 1



. May 20 2013 6:128HM RUOGERS & ASSUOCIATES 3122758180 p.2

-

. " Imtarnal Revenue Service = Department of the Treasury

 Appeals Office
P.O. Box 24018 Peraon to Contact:
Fresno, CA 93779-4018 Kimberies A Linthicum

Employee |D Number: 0161087
Tel: 550-458-5753

Date: March 22, 2012 - Fax: 5§58-456-5098
Refar Reply to:
AP:FW:FRC:KAL
JOHN E & FRANCES L ROGERS in Re:
162 ABINGDON AVE Collection Due Process - Levy
KENILWORTH, IL 80043 TaxQPariod(s} Ended:
12/2002

Dear Mr. & Mrs. Rogers:

This letter is our acknowladgemant that we raceived your case for consideration in our Frasno Campus -
Butler Appeals Office on March 5, 2012,

In this letter we will explain who we are, what we do, how we do It, who you can talk to, and what you can
expect.

;.: ": : * ‘:§: "'l :*’4:‘

Appeals is separate’from - and indepeandent of - the divigion of the Interal Revenue Service proposing the
action. What we do is review and resolve disputes. We do this in a fair and impartial manner by using the
law and judicial decisions to welgh the facts. We conduct our reviews by: (1) telephone, (2) mall, and/or (3)
personal Interviews. If you prefer your hearing to be a face-to-face conferance at the Appeals Office
closest to your residence/business address, pleasa let us know Immediataly so your cass can ba
transferred to the appropriate field office for consideration.

What You Can Expect

We will make every ettempt to contact you as quickly as possible. You can expect the "Person to Contact”
listed above to consider the facts In your case and try to resolve the dispute. This person may also ask for
additional information to specifically explain or support the information in your flla.

if our affice determines that you ows the IRS, the law requires a charge for Interest until you pay the
amount you ows in full. If the amount determined that you owa Includes penalties, add!tional penalty
amounts may accrue until you pay in full.

What You Can Do

» Respond quickly if asked to send addlitional Information.

« If you wish to stop or reduce Interest on part or all of the proposed balance dus, you can make
payments toward the tax at the address listed above.

» You may be represented by an attorney, certlfled public accountant, or a person enrolled to practice
before the internal Revenue Service. However, your representative must submit a Form 2848,
Power of Attorney, or similar written authorizatlon. If you need more Information about the
requirements for representing taxpayers, you may obtain a copy of Treasury Department Clrcular
230 avallable at most IRS offices. ' ,

« Communicate with the "Person to Contact” listed above with any quastions about the Appeals
process or how you can prepare for your hearing,

+ Research our website at www.Irs.qov/appeals for more information.

[O— [ . - e o [Om— , b 7 ks e
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IR S Deportment of the Treasury
Internat Revenue Serviee

PD Box 145566 Stop 814G6/CDP In reply refer to: 0266343451
Cincinnati OH 45201 Feb, 24, 2012 LTR 86C EOD
~-8779 200212 30
00001935
BODC: SB

JOHN E & FRANCES L ROGERS
162 ABINGDON AVE
,% KENILWORTH IL 60043

£

001240

Taxpaver Identification Number: 8779
Tax Period(s): Dec. 31, 2002

Form: 1040

Dear Taxpayert
Thank you for your Form 12153 of Feb. 04, 2012.

Your request for a Collection Due Process Hearing has been forwarded
to our Appeals Office in Fresno, CA. Appeals will contact upon receipt
of the Form 12153 and furnish you with the name and telephone number
of the Settlement Officer assigned to your case. Please be sure to
have all pertinent information related to your case available for your
hearing.

If you need forms, schedules, or publications, you can obtain them by
visiting the IRS website at www.irs.gov or by calling toll-free at
1-800~TAX~FORM (1~800-829~3676).

If¥ you have any questions, please call Ms. Kang at
859-669-5239 between the hours of 6:00 am and
3:00 pm EST.

If you prefer, vou may write to us at the address shown at the
top;of the first page of this letter.

Whenever you write, please include a copy of thls letter with vour
response., Use the space below to indicate a telephone number and
the best time for us to call you should we need more information.
Keep a copy of this letter and any information that yvou send to us
for your records.

Telephone Number ¢ b Hours

We apologize for any inconvenience, and thank vou for yvour
cooperation.

_ Dept. Exhibit 8, page 1




SO . N

JOHN E & FRANCES L ROGERS
162 ABINGDON AVE
KENILWORTH IL 60043

0266343451
Feb, 246, 2012 LTR Bs6C Ep

i-8779 200212 30
i 00001936

Sincerely vours,

At Jlip.

Retha Zulager, Department Manager
ACS Support, Collection Opsrations

Dept. Exhibit 8, page 2



illinois Department of Revenue
101 West Jefferson Street
Springfield, lllinois 62702

May 22, 2013

John E & Frances L Rogers
162 Abingdon Ave
Kenilworth, IL 60043-1202

Re: EDA-122
SSN: XXX-XX-8779
Years: 12/02
Track: A1968861184

Dear Taxpayer:

We are in receipt of your faxed correspondence on May 20, 2013. It appears that the letter you
presented concerns the Collection Due Process-Levy with the Internal Revenue Service. As far
as this Department is concerned, the IRS has examined and finalized your return. Per Section
506(b) of the IITA, you are required to report this change to this Department within 120 days of
finalization.

With that, please find enclosed an EDA-122, ICB-1 and work papers showing our calculations
based on the IRS results. You have 60 days to apply to the Informal Conference Board.

Thank you in advance for your cooperation in clearing up this matter. If you have any questions
or need further assistance, please do not hesitate to contact me directly.

Sincerely,

Greg Nelson, Revenue Auditor
[llinois Department Of Revenue
Income Tax Discovery Section
PO Box 19020

Springfield, IL 62794-9020
217.785.7245

cc: file
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Notice of Proposed Deficiency 2 . sTATE OF

I

Zlllinois

DEPARTM.E.N\' OE REVENUE
\ tax.illinois.gov

May 24, 2013

A

Letter ID: 11129748064

JOHN ROGERS

e

162 ABINGD .

KENILWORTH IL. 80043-1202 Taxpayer ID: XXX-XX-8779
Secondary ID: XXX-XX-7927
Account ID: P13920903
Audit ID: A1968861184
Return type: IL-1040

Audit periods: 01/2002 - 12/2002

We have audited your account and have determined that there is additional liability due.

Tax $58,638.00
Penalty $0.00
Total $58,638.00

Our calculations, periods covered, and other explanations resulting in the determination are attached for your review.

If you agree with the figures as shown, please contact the auditor at the telephone number shown below. We will send you
Form IL-870, Waiver of Restrictions, showing the same tax and penalty amounts as above. When you receive Form IL-870, you
must sign the form and return it to us along with any payment due within 30 days of the “Date of Issuance” shown on Form
IL-870. Unless the auditor provides different instructions, mail Form IL-870 and your payment to:

AUDIT PERFECTION SECTION
ILLINOIS DEPARTMENT OF REVENUE
PO BOX 19012

SPRINGFIELD IL 62794-9012

Please note, if you sign the IL-870 or pay the amount shown due, you waive the right to seek review by the Informal Conference
Board.

if you do not agree with the figures shown above, you may request a review of this proposed liability by the Informal
Coriference Board (Section 2505-510). To do this, you must complete Form ICB-1, Request for Informal Conference Board
Review, within 60 days from the date of this notice and mail it along with the auditor’'s work papers and a copy of this notice to:

INFORMAL CONFERENCE BOARD
100 W RANDOLPH SUITE 7-341
CHICAGO IL 60601

if you do not request an ICB review within 60 days from the date of this notice, we will send you a Form 1L-870 showing the
amount of tax due, plus applicable penalties.

Sincerely,

Greg Nelson
Revenue Auditor

ILLINOIS DEPARTMENT OF REVENUE

PO BOX 18020

SPRINGFIELD, IL 62794-9020

217 785-7245 Dept. Exhibit 9, page 2
217 785-3251 fax



Illinois Department of Revenue

ICB-1 Request for Informal Conference Board Review

Read this information first

By completing and filing this form, you are requesting that the
informal Conference Board {(ICB) conduct an informal review to

v You must complete Steps 1, 3, 4, 5, and 8. Complete Step 2
if someone will represent you during the informal conference

examine the basis for a Notice of Proposed Deficiency, Notice of ~ process.
Proposed Liability, Notice of Proposed Claim Denial, or Notice of V. If you are requesting an in-person conference with the ICB, you
Proposed Liability and Claim Denial issued by the Hllincis Department must make the request in Step 4.

of Revenue. if you did not receive one of these notices, do not file V¢ omplete and attach Form ICB-2, Offer of Disposition of a

this form. Proposed Assessment or Claim Denial, if you are making an offer
Note: Do not complete this form if you are requesting a review of an of disposition as part of this review request.

offer in compromise based on an inability to pay an undisputed tax V' You must file this request within 60 days of the date of the Notice
liability. These offers must be made by filing a petition with the Board of Proposed Deficiency, Notice of Proposed Liability, Notice of

of Appeals after a final assessment of the tax has been issued. Proposed Claim Denial, or Notice of Proposed Liability and Claim

Denial. This date is the later of the date appearing on the face of
the notice or the postmark date.

Step 1: Identify yourself, your business, or your organization

1 Taxpayers name _JOHNE & FRANCES L ROGERS 4 SSN N — 8779
ocial Security number
2 Current address 162 ABINGDON AVE
Street address 5 FEIN i i s e s s
KEN ILWORTH fL 600 43 Federal employer identification number
City State e 6 Account!D

Daytime phone no. ( ) 7 License no.

8 Corporate income tax audits only: complete the following
information if you filed as a member of a unitary group or the

r . .
3 Contact person {For business or organization] auditor proposed that you should be a member of a unitary group.

Fax no. { )

a Sch. UB filer nama

b Sch.UBfilerFEIN __ -

Daytime phone no. ( )

Step 2: Identify your representative

Complete all the information requested in this step if someone will represent you during the informal conference process.

Note: Your representative must attach a properly executed Form IL-2848, Power of Attorney.

4 Check this box if all correspondence should be sent to your
representative’s address. - []

i you checked the box, all correspondence from the ICB will be

1 Representative's name

2 Representative’s address

Street address mailed to this address.
City State aF If you did not check the box, all correspondence from the ICB will
3 Daytime phone no. ( \ be mailed to the address provided in Step 1.
Fax no. { )

Step 3: Provide the following audit or examination information
Note: You must attach a copy of the Notice of Praposed Deficiency, Notice of Proposed Liability, Notice of Proposed Claim Denial, or Notice

of Proposed Liability and Claim Denial and any attachments you received from us.
1 Write the audit 1D or track number from the 3 Write the audit period and the amount of the proposed

netice you received. _A1968861184 assessment or claim denial.
Audit period: _12/02
Amount: $58.638.00

2 write the tax type. 1L IND INCOME TAX

i Disdosurs of this wdormation is VOLUNTARY. This form has boen approved by the Forms Managemant Center. 1L-492.34832 i

0B-1 (A-08/10) Page 1 of 3
Dept. Exhibit 9, page 3



Ja I STATE OF
._Ullinois

DEPARTMENT OF REVENUE

\\; ~

Auditor’s Comments

Subject: John E Frances L Rogers APE: 12/02
Address: 162 Abingdon Ave Cmiplitd: 03/04/14
City: Kenilworth, IL 60043-1202 Track: A1968861184
SS/FEIN: 343-34-8779 Statute: 12/31/9998
Phone: 312.804.4676 Contact: TP

My audit was conducted without a conflict of interest with the taxpayer or their representatives.

General Background:

This {primary) Taxpayer has been on the Department’s radar since the VCP days, as he was investigated
by the IRS for selling the “DAD Transaction”, which involved reducing taxable income thru acquired bad
debt from locales outside of the United States. He was never criminally charged, but has been
permanently barred from promoting the scheme. Like most promoters, he applied the scheme to reduce
his personal income.

We previously audited the TP’s and closed out the 03 thru 07 tax years due to lack of Federal Adjustment
(as of yet). Afterwards, in comparing his earlier Federal AGI to what was reported to lllinois, it appears the
IRS did actually adjust his income for the year in question. Per the IRS Transcript, the latest finalization
date would be 05/25/11. (12/01 was “no change”, 12/07 also indicates a change to AGI, but states that it
is in Appeals). The 12/02 increase was never reported to this Department. Per Section 506(b), a TP has 120
days to report such changes.

Statute:

12/31/9998 {non-reported RAR)

Power of Attorney:
None

Discussion of Issues:

An Initiation Letter was sent to the TP’s on March 25, 2013. After no response from the TP’s, a second
fetter was sent with work papers on April 26™. Ireceived a call from the (primary) TP on May 8",
stating that his (12/02) personal case was still in Appeals, as the IRS was awaiting the outcome of
“another taxpayer’s case”. |told him that | needed confirmation of such to put this case on hold, which
was finally faxed to me on May 20 after having to remind him on the 14™. The response was a copy of
IRS confirmation that they’d received his case “for consideration...on March 5, 2012”. It appears that
the TP is trying to delay this Department’s process, as the Appeal concerns the “Collection Due Process-
Levy”, which means the TP is not contesting the assessment, but the actual Levy or Collection Action.

Dept. Exhibit 10, page 1



I called the IRS contact listed on the letter (no information about the TP was disclosed, just discussed
the Collection Appeals process in general terms). She informed me that even if the TP was requesting a
face to face hearing (getting it moved to the Chicago office, which was mentioned in the TP’s cover),
their office would have sent him correspondence either way well since March 05, 2012. This distinction
is critical. The fact that the TP didn’t send me more recent correspondence tells me he is just
stonewalling. Per the IRS Agent’s comments, he would have had more recent correspondence that
would have specifically proven his point, but he chose to send me an “application confirmation”.

After receiving approval on May 22, 2013, the TP’s were issued an EDA-122, ICB-1 and work papers
created increasing the TP’s AGI by the RAR amount (over $1.2MIL). No Late Pay Penalty was due at this
stage. Interest was notincluded on the original work papers, but will be doubled per Amnesty
calculations when the tax is assessed/ agreed.

After the TP filed an ICB application and subsequently withdrew (before review), they were issued an 1L-870
(including doubled interest-per Amnesty Regulations) on January 15, 2014 along with an EDA-70 requesting
“any/all correspondence with IRS personnel... since March 22, 2012”. On February 18, 2014 the TP’s sent
another litany of paperwork, all pre-dating the EDA-70 requested date. Itis plainly obvious that the TP’s
are trying to delay the Department process and has no intention of cooperating or proving that they are
actually in the Appeals process.

Taxpayer’s Position:
TP believes the Proposed Notice to be premature, as TP believes the RAR has not been finalized. The TP’s
did not provide any convincing prove up during audit despite multiple requests for documentation.

Compliance:
None

Penalties:
None applicable at this time

Audit Conclusion:

The TP has received an RAR Adjustment which was finalized and never reported to this Department. TP
must provide prove up that this matter is still in the Appeals stage and not simply that he is
protesting/objecting to the Lien or Levy Process. |am closing this case as Established Liability (EL) for
$71,941.00 ($35,183.00/tax & $36,758.00/interest) so that a formal Notice of Deficiency can be issued.

Please note; the original work papers issued with the EDA-122 were issued at a 5% (2012) tax rate. Work papers
and interest calculation have been updated.

Processing note; please adjust the TP's account per the enclosed work papers and issue a Notice of Deficiency
for Tax and interest. An updatable work paper and EDA-27 are included in the Tiamat file.

Greg Nelson, Revenue Auditor i
March 11, 2014

Dept. Exhibit 10, page 2



,é

STATE OF

INOIS

EQPQRH&%E&T OF REVENUE

A

AUDIT HISTORY WORKSHEET

EDC-5

Subject: John E Frances L Rogers APE: 12/02

Address: 162 Abingdon Ave Cmpltd: 03/04/14

City: Kenilworth, IL 60043-1202 Track: A1968861184

SS/FEIN 343-34-8779 Statute: 12/31/9998

Phone: 312.804.4676 Contact: TP

05/08/13 John called and said this case was still in Appeals (said he hasn’t been able to set a
hearing date because—he says—the IRS is awaiting the outcome of another taxpayer’s
case). He will send me proof of the Appeals documentation by Monday. He took my
Fax number,

05/14/13 John said he looked for it the other night and couldn’t find it. | told him we needed
proof he was in Appeals, otherw‘se we’'d press forward. | gave him until the end of the
week.

05/20/13 Contacted Kimberlee A Linthicum (IRS contact on TP’s prove up). (No information about
the TP was disclosed, just discussed the Appeals process in general terms). She
informed me that even if the TP was requesting a face to face hearing (getting it moved
to the Chicago office, which was mentioned in the TP’s cover), their office would have
sent him correspondence either way well since March 05, 2012.

11/12/13 Notified by ICB Conferee that TP had submitted prove up that his case was on appeal.
Sending by inter-office mail.

11/18/13 Called and talked with Kim’s Supervisor (Kim is out on medical leave and will be for

some time, but ALL of her cases had been reassigned and TP’s notified). She confirmed
with me that their Division deals with “collections” of assessed amounts. It would be
possible that they would handle an “innocent spouse” request, but “ship it” to Holtsville
(NY) for review. Regardless, the TP would have some type of correspondence on it. {I
think the TP is attempting the innocent spouse thing because everything is listed in
spouse’s name). She said that she could participate on a three-way call should we try
and “bluff” the TP into confirming the status of his case. ----- this confirms (again) that
the TP’s federal case has been “finalized”.

Dept. Exhibit 10, page 3



AR linois Department of Revenue
f/rx\% Informal Conference Board

e 5 100 West Randoiph Street, 7-341
Chicago, Illinois 60601
Phone: 312 814-1722
Fax: 312-814-3055
!ouise.calvert@iIlinois,gov

September 19, 2013

John and Frances Rogers
162 Abingdon Avenue
Kenilworth, Illinois 60043

Re: ICB Docket No. 13-0271
SSN ending in - 8779 & - 7927
Audit ID A1968861184

Dear Mr. and Mrs. Rogers:

The Department of Revenue Informal Conference Board has received the ICB-1, Request
for Informal Conference Board Review and has accepted jurisdiction of the request and
opened a file under ICB Docket Number 13-0271.

Under Regulation Section 215.1 15, the Informal Conference Board is to review the basis
of the proposed liability, including a review of your request, all supporting
documentation and any additional information that you wish to submit. All additional
documentation and information should have been submitted with the ICB-1. If you wish

to submit such information and did not include it with the ICB-1, please submit it to me
within 20 days of the date of this letter.

Your file will be assigned to an ICB conferee. The conferee will then contact you to
discuss the matter and schedule an in-person conference, if one was requested.

Please feel free to contact me if you have any questions.

Sincerely,

_ouise Calvert
Administrator

Dept. Exhibit 11, page 1



Scott, Sandra D.

From: John E. Rogers [jer@jerogers.com]

Sent: Tuesday, January 14, 2014 9:26 AM
To: Scoft, Sandra D.

Subject: Year 2002 ICB Review Withdrawal.

Dear Ms. Scott,

Thank you for your telephone call today.

I wish to withdraw the request for ICB review which | have filed.

The tracking # is A19688611841 and the last four digits of my SS# are 8779.
Thank you for your assistance, have a good day.

lohn E. Rogers

162 Abingdon Avenue

Kenilworth, 1L 60043

312-804-4676

Fax 312-275-8180
jer@ierogers.com

Dept. Exhibit 12, page 1



Notice of Audit Results
Form IL-870 Information

LI

Letter ID: L0251604832

JOHN ROGERS
FRANCES ROGERS

?E%?L%if%%%%ﬁfgg@a*e 202 Taxpayer ID: XXX-XX-8779
Secondary ID: XXX-XX-7927
Account ID: P13920903
Audit iD: A1868861184
Return type: iL-1040

Audit periods: 0172002 - 12/2002

Enclosed, please find Form IL-870, Waiver of Restrictions, showing the amount of tax and penalty we have determined is due
for the periods shown above. If you agree with the amount shown on the Form iL-870, please sign and return it with your
payment to the address shown below. Please note, if you sign Form IL-870 or pay the amount shown due, you waive the right to
seek review by the Informal Conference Board.

If you do not pay the entire amount due within 30 days from the "Date of Issuance,” January 21, 2014, shown on Form IL-870,
or take advantage of your ICB rights, you may incur additional late payment penalty. If you do not sign the IL-870 and return it
with payment, a Notice of Deficiency, explaining your rights to protest the liability and request an administrative hearing, will be
issued.

Mail your payment and the signed Form IL-870 to:

AUDIT PERFECTION SECTION
ILLINOIS DEPARTMENT OF REVENUE
PO BOX 19012

SPRINGFIELD IL 62794-9012

if you are operating under the protection of the Federal Bankruptcy Court, you must contact us immediately to stop collection
action. You must provide the bankruptcy number and the bankruptcy court. The bankruptcy "automatic stay” does not relieve
your obligations to file tax returns.

Sincerely,

Greg Nelson
Revenue Auditor

ILLINOIS DEPARTMENT OF REVENUE
PO BOX 18020
SPRINGFIELD, IL 62794-9020

217 785-7245
217 785-3251 fax

EDA-143-1 (R-01/13)
IL-492-4509 Dept. Exhibit 12, page 2



EXPLANATION OF ADJUSTMENTS

Taxpayer Name: JOHN E'FRANCES L ROGERS SSN: -8779
-7927
Audit Period: 12/02

Explanation: Amount:

12/02

We changed your adjusted gross income to include a final federal change

about which you did not timely notify us. [35 ILCS 5/506(a), (b)] $35,183.00

N
Interest in-the-smonmt-of- 3863280 has been computed through 03/04/2014. $18,379.00

This liability qualified for amnesty, and you did not pay this liability
during the amnesty period held October 1, 2010, through November 8, 2010,
your applicable penalty and interest amounts were doubled.

[86 IL. Adm. Code 320/101(b)] $18.379.00
$71,941.00
Form EDA-27

Dept. Exhibit 12, page 3



Depariment of the Treas @
@ IRS Taternol Revenue SQf\*;t?

In reply refer to: 0243433845

CINCINNATI OH 45999-0038 July 10, 20812 LTR §1s6C 1
36-4480698 200212 06
71836086645481554449 Input Op: 0243433845 00009510
BODC: SB

ABINGDON TRADING LLC
ROGERS JOHN E MANAGER

162 ABINGDON AVE
KENILWORTH IL 60043-12¢2

!
|
CERTIFIED MAIL

Taxpaver Identification Number: 36-4480698
Kind of Tax: Income
Date Claim(s) Received: Oct. 24, 2011
Tax Period(s): ©Dec. 31, 2002

T —

Dear Taxpayer:

l

We are unable to process vour claim for the tax period(s) shown above.

Th% service has reviewed your Administrative Adjustment Raequest (AAR)
for Wacker Madison Fund LLC for the tax period ending Dec. 31, 2002
filed on Oct. 24, 2011. We cannot consider the AAR because on :
7/6/2010, Form 870-PT(AD), Settlement Agreement for Partnership Items
and Partnership Level Determinations was executed far the same tax
ye?r as the AAR. See attached for more

]
The AAR didn't conform to the requirements in the Treasury Regulation
Section 301.6227(d)-1: see attached for further explanation.
Additionally, the AAR was filed by a limited liability company (LLC)
which files as partnership as a member of a second LLC filing as a
partnership. An LLC filing as a partnership cannot file a partner

level AAR.
If you have any questions, please call us toll free at 1-800-829-0115,

I1f you prefer, you may write to us at the address shown at the top
of the first page of this letter.

Whenever you write, please include this letter and, in the spaces
below, give us your telephone number with the hours we can reach you
in case we need more information. Keep a copy of this letter for
your records.

H

Telephone Number ( b Hours

Thank vou for yvour cooparation.
|
H

!
}

Dept. Exhibit 13, page 1.
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