EXHIBIT 14
First, a trial transcript excerpt in which Robert Metcalfe admits that the “Examination
Report” he presented as “evidence” supporting his Complaint in United States v. Peter
and Doreen Hendrickson, Civil Action No. 06-11753 was actually only an informal
pretense.

This is followed by pages from the sworn declaration accompanying that not-formal,
pretended “examination report” in which it i1s admitted that the IRS never actually audited
or examined the returns its suit alleged to be false or the refunds it now says were
erroneously issued, and reciting some therefore inherently meaningless numbers which
appear on the “informal examination report”.

Then come pages from the 'Amended Judgment and Order of Permanent Injunction'
written by Metcalfe in which he adopts those numbers and their purported significance as
“found facts”.

(In looking at this evidence of IRS and Dol failure to produce an actual “examination
report” in support of the allegations in its “erroneous refund” lawsuit, it is a good time to
remember the intense adverse attention by the DoJ and IRS to Pete Hendrickson over the
preceding three years and the extraordinary attention paid by the government to the
returns that are the focus of the suit.

Presentation of only an “informal examination report” in any suit of this kind would be
inexplicable. Here, in light of the background to this particular suit, that failure is risible,
as well as a vivid illustration of the utter falseness of the government's “complaint”.)


http://losthorizons.com/Documents/Exhibit7.pdf
http://losthorizons.com/Documents/Exhibit6.pdf
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THE COURT: (Interjecting) Excuse me. Let him finish.

MRS. HENDRICKSON: Well, that's not what | was asking, so -- have
you ever heard of the IRS's Electronic Fraud Detention System?
A. I've heard of it, but | don't know anything about it.
Q. Okay. Are you aware, Mr. Metcalfe, that our refunds were issued only after
exhaustive Government scrutiny and examination?
A. I'm not aware of that at all.
Q. Okay. Now speaking of examinations like our returns might have gone
through, by the time you filed your lawsuit, the IRS, which is the Government's tax
accounting agency, had had plenty of time to do a formal examination of our returns
and in fact, probably should have done so to substantiate your claims in your lawsuit,
isn't that true? This is the -- the IRS should have done some kind of an examination,
a formal examination so that you could file this lawsuit.
A. | do know that prior to the time the lawsuit was filed, your 2002 and 2003 tax
returns were examined. | do not know whether or not they were examined prior to the
time the IRS issued refunds to you for 2002 and 2003.
Q. Okay. You included something from an IRS Examiner in your Motion for
Summary Judgment on your suit, did you not?
A. Yes, that's true.
Q. | believe you mentioned it yesterday when reading through your exhibit list for
that motion, but you didn't discuss that exhibit at all. It's number 566.

MS. SISKIND: 566 is actually part of Government Exhibit 13 which is
already in evidence.

THE COURT: All right. If you would use Government 13 please.

MRS. HENDRICKSON: That's fine.
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Q. (By Ms. Hendrickson continuing) Okay. Government 13?

Q. So this document was used to help Judge Edmunds make her decision in your
Motion for Summary Judgment, is that a good way to interpret that? This is the
Declaration of Terry Grant.

A. If I could just look at the -- the Declaration of Terry Grant was filed with our

Motion for Summary Judgment.

Q. That's correct, yes. And that was to support your motion?
A. Correct.
Q. Okay. So this was the supporting document when you were seeking an Order

from the Court. Would you read this portion from the second page please?
A. The preparation of this report did not constitute a formal audit or examination of
the taxpayers' 2002 or 2003 Federal income tax liabilities or tax returns for the tax
years at issue.
Q. I'll just leave that there for now. Okay. Speaking as an attorney, Mr. Metcalfe
-- that's your profession -- would you not agree that legally speaking the numbers on
Terry Grant's report are no better than something you might have had your kid write
down?

MS. SISKIND: Objection, Your Honor.

THE COURT: Sustained.
Q. (By Ms. Hendrickson continuing) All right. The numbers on Terry Grant's
report are precisely and to the penny what appears in Judge Edmunds' Findings of
Fact, don't they?
A. I'm not sure which numbers you're referring to.
Q. It's on the back page.

THE COURT: Back page of what?

JANICE COLEMAN, CSR 1095, RPR
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2:06-cv-11753-NGE-RSW Doc # 9-15 Filed 07/13/06 Pg 1of4 PgID 205
EXHIBIT 3
UNITED STATES DISTRICT COURT

EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

UNITED STATES OF AMERICA,
Plaintiff,

-VS.- Civil Action No. 06-11753

Hon. Nancy G. Edmunds
PETER ERIC HENDRICKSON and

DOREEN M. HENDRICKSON,

Defendants.
/

DECLARATION OF TERRI GRANT
I, TERRI GRANT, declare that:
1. Iam authorized by the Internal Revenue Service to use the name “Terri

Grant,” which is a registered pseudonym, in place of my real name.
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6. Attached to this Declaration as Exhibit 10 is an IRS Form 4549 (Income Tax
Examination Changes) which I prepared with respect to the Form 1040 tax returns filed
by the taxpayers with the IRS for the tax years at issue. The preparation of this report did
not constitute a formal audit or examination of the taxpayers’ 2002 or 2003 federal
income tax liabilities or tax returns for the tax years at issue.

2002 Tax Year

7. The attached Form 4549 reflects (in blocks 1a and 1b), based on the Forms
W-2 and 1099 information supplied by (1) Mr. Hendrickson’s former employer; and (2)
Una E. Dworkin (with respect to the non-employee compensation paid to Doreen M.
Hendrickson) that Peter Hendrickson received taxable wages of $58,965.00 during 2002,

while his spouse, Doreen M. Hendrickson, received non-employee compensation of

$3,773.00 during 2002.

8. The taxpayers’ total corrected tax liability of $6,327.00 for the 2002 tax year
is shown on line 11 of Exhibit 10. The taxpayers were not entitled to a refund of income
tax for the 2002 tax year. The taxpayers’ 2002 tax liability ($6,327.00) was greater than
the $5,642.20 in federal income tax that was withheld from Peter Hendrickson’s wages
during 2002 by his employer, Personnel Management, Inc., and erroneously refunded by
the IRS as a result of the false statements contained on the 2002 Form 1040 tax return

filed by the taxpayers, and the Form 4852 attached to that tax return.

-7 1766088.1
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2003 Tax Year

11. The attached Form 4549 reflects (in blocks 1a and 1b), based on the Forms
W-2 and 1099 information supplied by (1) Mr. Hendrickson’s former employer; and (2)
Una E. Dworkin (with respect to the non-employee compensation paid to Doreen M.
Hendrickson) that Peter Hendrickson received taxable wages of $60,608.00 during 2003,
while his spouse, Doreen M. Hendrickson, received non-employee compensation of
$3,188.00 during 2003.

12. The taxpayers’ total corrected tax liability of $6,061.00 for the 2003 tax year
is shown on line 11 of Exhibit 10. The taxpayers were not eﬁtitled to a refund of income
tax for the 2003 tax year. The taxpayers’ 2003 tax liability ($6,061.00) was greater than

the $5,620.02 in federal income tax that was withheld from Peter Hendrickson’s wages

-3 - 1766088.1
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Examiner's Signature: Employee ID: Office: Date:

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

PLEASE NOTE: If a joint retum was filad. BOTHfakpayers musst sign

3

Signature of Taxpayer Date: Signature of Taxpayer
By: Title: Date:
Catalog Number 23105A www.irs.gov Form 4549 (Rev. 3-2005)

Attachment #10
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6. Defendants’ 2002 Form 1040 tax return, which was filed with the IRS in
August of 2003, falsely reported “zero” wages on line 7. An IRS Form 4852 attached to
the return falsely reported that Defendant Peter Hendrickson received no wages during
2002. The Form 4852 did report that federal income taxes ($5,642.20), social security
($3,655.83) and Medicare taxes ($854.93) totaling $10,152.96 had been withheld from
his wages during 2002.

7. Defendant Peter Hendrickson also claimed on his Form 4852 that he had
asked his employer to “issue forms correctly listing payments of ‘wages as defined in
[sections] 3401(a) and 3121(a),” but that his company had refused for ‘'fear of IRS
retaliation."”

8. Defendants requested, on line 70 of their joint 2002 tax return, a refund of the
$10,152.96 in federal income, social security, and Medicare taxes that had been
withheld from Defendant Peter Hendrickson’s wages during 2002.

9. Because Defendants reported that they had no income, the IRS, unaware
that Defendants’ report was false, treated the withheld federal taxes as a tax
overpayments and applied them on April 15, 2003 to (1) Defendant Doreen
Hendrickson’s unpaid 2000 tax liability ($1,699.86); and (2) the outstanding tax
balances owed by Defendant Peter Hendrickson for 2001 ($6,521.11) and 2000
($1,931.99).

10. The refunds or credits described above were erroneous within the meaning
of IRC 8§ 7405(b). Defendants were not entitled to refunds of federal income taxes for
2002 because their federal income tax liability for that year — $6,327.00 — exceeded the
amount of the federal income taxes withheld from Defendant Peter Hendrickson’s

-3-
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Case 2:06-cv-11753-NGE-RSW  Document 34  Filed 05/02/2007 Page 5 of 8

$10,228.00 in federal income, social security, and Medicare taxes that had been
withheld from Defendant Peter Hendrickson’s wages during 2003.

16. Because Defendants reported that they had no income, the IRS, unaware
that Defendant’s report was false, treated the withheld federal taxes as tax
overpayments and applied them on April 15, 2004 to (1) Defendant Peter Hendrickson'’s
unpaid 2000 tax liability ($5,551.44); and (2) three frivolous return penalties that had
been assessed against Defendants under IRC § 6702 ($515.66, $553.17 and $529.18).
The IRS also sent a refund check sent to Defendants on October 10, 2004 in the
amount of $3,172.30.

17. The refunds or credits described above were erroneous within the meaning
of IRC 8§ 7405(b). Defendants were not entitled to refunds of federal income taxes for
2003 because their federal income tax liability for that year — $6,061.00 — exceeded the
amount of the federal income taxes withheld from Defendant Peter Hendrickson’s
wages by his employer ($5,620.02), which constituted the only tax payments made by
Defendants in 2003. Furthermore, Defendants were not entitled to a refund, under any
circumstances, of the social security and Medicare taxes that had been withheld from
Defendant Peter Hendrickson’s wages during 2003.

18. Defendants contend that their Forms 4852, as described above, accurately
reported that they received no wages or other compensation in 2002 and 2003.
Defendants base their contention on theories contained in a book entitled Cracking the
Code, which was written by Defendant Peter Hendrickson. On page 76 of Cracking the
Code (“CtC”"), Defendant Peter Hendrickson, states “So, actually, withholding only
applies to the pay of federal government workers, exactly as it always has (plus 'State’

-5-
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