IN THE UNITED STATES DISTRICT COURT FOR THE

DISTRICT OF NEW JERSEY

UNITED STATES )
)

Plaintiff, )

)

v, ) Civil No. 02-5340 (JAP)

)

RICHARD HARAKA, a/k/a )j
RICK BRYAN, d/b/a TAXGATE, )
)

)

Defendant. )

tad

DEFENDANT’S CONSENT TO ORDER FbR PERMANENT INJUNCTION

The defendant, Richard Haraka, admits for purposes of this action only that the Courts has
subject-matter jurisdiction and personal jurisdiction over him.

Haraka waives the entry of findings of fact and conclusions of law under Fed. R. Civ. P.
52 and 26 U.S.C. Sections 7402 and 7408,

Haraka, without separately admitting or denying each allegation of the complaint except as
to jurisdiction, hereby consents to the entry, without further notice, of the attached Order
of Permanent Injunction. In so stating, Haraka does not agree with the contentions in the
United States’ Complaint. Haraka, however, recognizes that there are litigation and
financial hazards in this case. Accordingly, Haraka agrees to jointly submit with the
United States a proposed order of injunction concurrently with thié Consent.

Haraka waives any right he may have to appeal the Order of Permanent Injunction.

Haraka enters into this consent voluntarily.

Haraka acknowledges that entry of the Final J udgment neither precludes the Internal

Revenue Service from assessing penalties against him for Intemal Revenue Code



violations, nor does it preclude Haraka from contesting such penalties.
T Haraka agrees that this Court shall retain jurisdiction over him for the purpose of

implementing and enforcing the Order of Permanent Injunction.

@ NovwaPe

Christopher J. Christie R\rﬁard Haraka
United States-Attorney 338 Grove Street
o // Clifton, New J ersey
Donald N. Dowie Martin S. Goldman, Esq
Evan J. Davis Harkavy, Goldman, Goldman & Caprio
Trial Attorneys, Tax Division 1140 Bloomfield Avenue — Suite 106
U.S. Department of Fustice West Caldwell, NJ 07006
Post Office Box 7238

Washington, D.C. 20044

Telephone: (202) 305-1714
(202) 514-0079

Facsimile: (202) 514-6770



IN THE UNITED STATES DISTRICT COURT FOR THE

DISTRICT OF NEW JERSEY

UNITED STATES )
)

PlaintifT, )

)

V. ) Civil No. 02-5340 (JAP)

)

RICHARD HARAKA a/k/a } }
RICK BRYAN, d/b/a TAXGATE, )
)

)

Defendant. )

ORDER OF PERMANENT INJUNCTION

Plaintiff, the United States, has filed a Complaint for Permanent Injunction against the
defendant, Richard Haraka, a/k/a Rick Bryan d/b/a Taigate. Haraka does not admit the
allegations of the complaint, except that he admits that the Court has jurisdiction over him and
over the subject matter of this action. By his Consent, which has been previously filed, Haraka
waives the entry of findings of fact and conclusions of law, and consents to the entry of this
Permanent Injunction.

A. The Court has jurisdiction over this action under 28 U.S.C. Sections 1340 and 1345, and
under 26 U.S.C. Sections 7402 and 7408.

B. The Court finds that Haraka has neither admitted nor denied the United States’ allegations
that Haraka is subject to penalty under 26 U.S.C. Sections 6700 ang 6701,

C. It is hereby ORDERED that Richard Haraka, a/k/a Rick Bryan d/b/a Taxgate, and, in
addition, his associates, senior members, purported “tax experts,” representatives and other

affiliates, and all others in active concert or participation with him who receive actual notice of



this Order, are permanently restrained and enjoined from directly or indirectly:

L.

Organizing, promoting, marketing, or selling (or assisting therein) any tax shelter,
plan, or arrangement known as the “Section 861 argument” or any other abusive
tax shelter, plan, or arrangement that advises or encourages taxpayers to attempt
to evade the assessment or collection of their correct federal taxes;

Engaging in any conduct subject to penalty under IRC § 6700, i.e., making or
furnishing, in connection with the organizaticn or sale of an abusive shelter, plan,
Or arrangement, any statement they know or have reason to know is false or
fraudulent as to any material matter;

Engaging in any conduct subject to penalty under IRC § 6701, i.e., assisting others
in the preparation of any tax returns, forms or any other docurments to be used in
connection with any material matter arising under the internal revenue laws and
which they know will (if so used) result in the understatement of Income tax
hability;

Making false statements about the allowability of any deduction or credit, the
excludability of any income, or the securing of any other tax benefit by the reason
of participating in such tax plans or arrangements:

Instructing or advising taxpayers to understate their federal tax liabilities; and
Engaging in any conduct that unlawfully interferes with the administration and
enforcement of the internal revenue laws, including, but not limited to, any

unlawiul interference with the assessment and collection of federal taxes,

It is further ORDERED that Haraka shall contact by electronic mail, within 10 days



days of the date of this Order, at Haraka’s expense:

% all persons to whom he gave, sold, or distributed, or caused any other person to
give, selt or distribute, any materials espousing or relating to the Section 861
argument, “third-party contracting” arrangements, or similar shelters, plans, or
airangements;

2. all persons for whom Haraka prepared or assisted in preparing any federal or state
income tax returns or tax-related documents; and

all persons who contacted Haraka or Taxgate regarding the schemes marketed

L]

through the Taxgate website (in correspondence, verbally (including but not
limited to telephonically), or through electronic means) and shall provide each of
those persons with a copy of the Court’s findings and order of permanent
mjunction,
E. It is further ORDERED that Haraka shall immediately, upon entry of this order, use best
efforts to determine the mailing addresses and telephone numbers for all of the following:
i all persons to whom he gave, sold, or distributed, or caused any other person to
give, sell or distribute, any materials espousing or relating to the Section 861
argument, “third-party contracting” arrangements, or similar shelters, plans or
arrangements;
& all persons for whom Haraka prepared or assisted in preparing any federal or state

Income tax returns or tax-related documents; and

L2

all persons who contacted Haraka or Taxgate regarding the schemes marketed

through the Taxgate website (in correspondence, verbally (including but not

L%



limited to telephonically), or through electronic means)
Haraka shall then mail to the United States by first class mail and via electronic mail within 30
days of the date of this order all information in his possession evidencing the mailing and e-mail
addresses of any of the persons described in this paragraph ‘D.”
F. It 1s further ORDERED that Haraka shall contact, in writing, by e-mail and first class mail,
within 10 days of the date of this Order, at Haraka’s expense, all persons who sold, marketed or
assisted in the sale or marketing of the Section 861 Argument, “third-party contracting”
arrangements, or any other similar plan, arrangement, or scheme on behalf of Taxgate and provide
thc->se persons with a copy of the Court’s order of permanent injunction,
G. It is further ORDERED that Haraka shall file a declaration under penalty of perjury statihg
that he has comptied with the requirements set forth under paragraphs ‘D,” “E’ and ‘F’ above, and
including a list of all persons to whom Haraka has sent the required Order and memorandum.
Haraka shall file this declaration within 31 days of the date of this Order.
H It is further ORDERED that Haraka shall post this Court’s Order of Permanent Injunction

beginning at the top of the Taxgate website home page (www.taxgate.com) in 12-point type or

larger within 10 days of the date of this Order, for a period of not less than one year. Haraka shall
bear all expenses associated with posting the Court’s order and maintaining the website during
that one-year period.

L It 1s further ORDERED that Haraka shall, within 15 days of the date of this Order,
produce to counsel for the United States Department of Justice, all records in his possession,
custody, or control or to which he has access that identify:

(1) the persons to whom he or any of his associates, senior members, purported “tax



experts,” representatives or other affiliates gave or sold or otherwise provided, directly or
indirectly, any materials related to the Section 861 Argument, “third-party contracting”
arrangements, and any other similar plan, arrangement, or scheme;

(2) any persons to whom he or any of his associates, senior members, purported “tax
experts,” representatives or other affiliates provided materials which may have been used to
hinder or delay the assessment or collection of taxes;

(3) all persons who assisted in preparing or selling materials sent to Taxgate clients or
potential clients;

(4) all individuals or entities for whom Haraka or his associates, senior members;
purported “tax experts,” representatives or other affiliates prepared or assisted in preparing any
tax-re.lated documents, including without limitation, claims for refund or tax returns,

(5) ali persons who purchased or used any other tax shelter, plan, or arrangement in which
Haraka has been involved:

(6} all persons who at any time have held themselves out as Taxgate “senior members,”
“associates” or “tax experts”; and

(7) all persons who sold, marketed or assisted in selling or marketing the Section 861
argument, or any other similar plan, arrangement or scheme in collaboration with or in connection

with any affiliation with Taxgate.



1 It is further ORDERED that Haraka shall submit to a deposition upon oral examination,
50 that the United States can inquire regarding the nature and extent of Taxgate’s schemes, the
identity and location of all persons who at any time have organized or assisted in the organization
of Taxgate, the identity and location of all persons who at any time have sold or assisted in the
sale of any interest in any of Taxgate’s shelters, plans and arrangements, the identity and location
of all persons who at any time have prepared or assisted in the preparation of documents
calculated to understate federal tax liabilities, the identity and location of all persons who at any
time have assisted other persons who have used baseless arguments and materials to hinder or
delay the assessment and collection of federal taxes, the identity and location of all persons who at
any time have erployed any of Taxgate’s shelters, plans and arrangements, the identity and
location of all persons who at any time have been Taxgate members, associates, senior members,
representatives, agents or other affiliates, the 1dentity and location of all persons who at any time
have used Taxgate materials (including documents) which understate such persons’ federal tax
liabilities, and the identity and location of all persons who at any time have employed any of
Taxgate’s arguments and materials which may hinder ér delay the assessment and collection of
federal taxes. In so stating, however, Haraka may raise the Fifth Amendment’s privilege against
self-incrimination in response to the Government’s questions without violating this order. If
necessary, the Court will determine whether Haraka is permitted to avail himself of the privilege
after a record has been made in deposition.

K. It is further ORDERED that the United States may, without further order of this Court,
conduct discovery under the Federal Rules of Civil Procedure to monitor compliance with this

Injunction.



L. Further, the Court ORDERS that Haraka, and, in addition, his associates, senior members,
purported “tax experts,” representatives or other affiliates, and any other persons in active concert
or participation with Haraka who receive actual notice of this Order, are enjoined from
destroying, hiding, dissipating, or altering any documents, including electronic records, that relate
in any way to this lawsuit, Taxgate, and/or Taxgate or Haraka’s clients.

M. This Court shall retain jurisdiction over this action for the purpose of implementing and

enforcing this Permanent Injunction.

Approved by:

@/ (It
Christopher J. Christie Richard Haraka
United States Attorney 338 Grove Street

Clifton, New J ersey

ﬂ

Donald N. Dowte Ma"tm S. Gol dman, Esq.
Evan J. Davis Harkavy, Goldman, Goldman & Caprio
Tral Attorneys, Tax Division 1140 Bloomfield Avenue, Suite 106
U.S. Department of Justice West Caldwell, NJ 07006-7126

Post Office Box 7238
Washington, D.C. 20044
Telephone: (202) 305-1714
(202} 514-007¢9
Facsimile: (202) 514-6770

It is so ORDERED.

Dated:

United States District Court Judge





