IN THE UNITED STATES DISTRICT COURT FOR THE
EASTERN DISTRICT OF MISSOURI
EASTERN DIVISION
UNITED STATES OF AMERICA,
Hantiff,

V. Case No.

CHARLESB. EDEN, Individudly and
d/b/a Eden Financid Services,

Defendant.
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COMPLAINT FOR PERMANENT INJUNCTION AND OTHER RELIEF

The plaintiff, the United States of America, complains and dleges againgt the defendant,
Charles B. Eden, individualy and doing business as Eden Financid Services, asfollows.

1. Thisisacivil action brought by the United States pursuant to sections 7402(a) and 7407
of the Internal Revenue Code of 1986 (26 U.S.C.) (“IRC”) to restrain and enjoin the defendant,
Charles B. Eden, and dl those in active concert or participation with him from:

@ acting as afederd tax return preparer or requesting, asssting in or directing the
preparation and/or filing of federd tax returns for any person or entity other
than himself, or appearing as a representative on behdf of any person or
organization whose tax liabilities is under examination or investigation by the

Internal Revenue Service

(b) preparing or asssting in the preparation of tax returns that defendant knows will
result in the understatement of any tax liability;

(© undergtating customers' liahilities as prohibited by IRC § 6694;

(d) indructing or advising taxpayers to underdate their federa tax liahilities,
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(e engaging in any other activity subject to penalty under IRC 88 6694; and

® engaging in other conduct that substantialy interferes with the proper
adminigration and enforcement of the interna revenue laws.

Jurisdiction
2. Thisaction has been authorized and requested by the Chief Counsd of the Internd
Revenue Service, adeegate of the Secretary of the Treasury, and commenced at the direction of a
delegate of the Attorney Generd of the United States, pursuant to the provisons of IRC 88 7401 and
7408.
3. Jurigdiction is conferred upon this Court by Sections 1340 and 1345 of Title 28, United
States Code, and IRC 88 7402(a) and 7407.
Defendant
4. Defendant Charles B. Eden (“Eden”) resdes a 2206 . Louis Avenue, St. Louis,
Missouri, and does business as Eden Financid Services, which has offices at 4144 Linddll, Suite 401,
S. Louis, Missouri, dl within thisjudicid didrict.
Defendant’s Activities
5. Eden, atruck driver and commercid tax return preparer operating under the business
name of “Eden Financid Services,” has prepared at least 492 federd income tax returns since 1998.
The IRS has thus far audited 33 of those returns, and found that each return contained one or
more bogus tax deductions.
6. On each tax return, Eden fabricated or grosdy exaggerated the deductions claimed for

charitable contributions, unreimbursed employee business expenses, Schedule C business losses and
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renta property expenses despite the fact that his customers provided him with records showing the
correct amount of those tax deductions, or that they were indigible to claim them.

7.  Twenty of the 33 Eden-prepared tax returns that the IRS has audited so far included a
false Schedule C business loss; 12 of the 33 tax returns falsely reported a loss attributable to rental real
edtate on a Schedule E; and 27 of the 33 tax returns that Eden prepared fraudulently claimed tax
deductions for charitable deductions that were never made or grosdy inflated.

8. Edenfird recaived authorization to dectronicdly file (“efile’) federd tax returnsin January
of 1997. His authority to e-file was suspended for two years (the 1998 and 1999 tax years) because
he failed to file with the IRS the Forms 8453 that taxpayers and tax return preparers are required to
sgn when federd tax returns are eectronicaly filed.

9. In December of 2000, Eden regpplied for e-filing authority and was reingtated in January of
2002 when he filed the delinquent Forms 8453 with the IRS. In November of 2002, Eden was once
again suspended for failing to file Forms 8453. He was reingtated in January of 2003, and is currently
authorized to eectronicaly file tax returns.

10. On at least two occasions when he lacked authorization to e-file federd tax returns, Eden
approached other commercia tax return preparers and persuaded them to eectronicaly file federa
income tax returns that he prepared for his customers. Those tax returns, which Eden prepared but did
not sgn as the tax return preparer, contain the same fa se tax deductions as those described in

paragraphs 6 and 7, above.
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Harm to the public

11. Eden’scustomers have been harmed because they have paid him fees to prepare tax
returns that undergtate their correct federal income tax liahilities, thereby subjecting them to potentia
pendties.

12. Eden'spreparation of false and fraudulent tax returns invariably resulted in his customers
receiving subgtantiad tax refunds to which they were not legaly entitled. The average tax refund claimed
on the 33 returns prepared by Eden was $6,818.00.

13. The United States is harmed because Eden’ s customers are not reporting and paying
their correct tax ligbilities. The actua tax loss resulting from the 33 tax returns that were prepared by
Eden and examined by the IRS is $231,405.00. The average tax loss per tax return is $7,012, and the
projected tota revenue loss for the 492 tax returns that Eden is known to have prepared for the 1998-
2003 tax yearsis $3,449,904.00.

14. The United Statesis also harmed because the IRS is forced to devote its limited
resources to identifying and recovering those logt tax revenues from Eden’ s customers, thereby
reducing the leve of service that the IRS can give to honest taxpayers. Moreover, giventhe IRS's
limited resources, identifying and recovering al revenues lost from Eden’ s preparation of fase and
fraudulent returns may beimpossible.

15.  Inaddition to the harm caused by Eden’s preparation of tax returns that understate his
cusomers tax liabilities, Eden’s activities undermine public confidence in the fairness of the federa tax

system and encourage noncompliance with the interna revenue laws.



-5-
Count |
Injunction under IRC § 7407
16. The United States incorporates by reference the alegations in paragraphs 1 - 15.
17.  Section 7407 of the Internd Revenue Code authorizes a digtrict court to enjoin an
income tax preparer from:

@ engaging in conduct subject to pendty under IRC § 6694 (which pendizes a
tax return preparer who prepares or submits areturn that contains an unredistic
position);

(b) engaging in conduct subject to pendty under IRC § 6695 (which pendizes a
tax return preparer who failsto keep alist of clients or copies of tax returns and
turn over thelist or copiesto the IRS upon request);

(© misrepresenting his experience or education as atax return preparer; or

(d) engaging in any other fraudulent or deceptive conduct that substantialy
interferes with the proper adminigration of the internd revenue laws,

if the court finds that injunctive relief is appropriate to prevent the recurrence of such conduct.
Additiondly, if the court finds that a preparer has continually or repeatedly engaged in such conduct,
and the court finds that a narrower injunction (i.e., prohibiting only that specific enumerated conduct)
would not be sufficient to prevent that person’s interference with the proper adminigtration of the

interna revenue laws, the court may enjoin the person from further acting as afedera income tax return

preparer.
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18. Eden has prepared at least 33 Form 1040 income tax returns that claimed false or
fraudulent deductions for charitable contributions, unreimbursed employee business expenses, Schedule
C business losses and renta property expenses. In so doing, Eden understated his customers federa
tax ligbilities and asserted positions which he knew or reasonably should have known were unredigtic
under IRC § 6694.

19. Eden dso engaged in fraudulent or deceptive conduct by arranging for other federa
income tax return preparersto eectronicaly sign and file Form 1040 tax returns on behaf of his
customers during those periods when his authority to efile federa tax returns was suspended by the
IRS in violation of IRC § 6065 and Treas. Reg. 1.6695-1 (26 C.F.R.).

20. Eden’sactions, as described above, fal within IRC 88 7704(b)(1)(A) and (D), and are
thus subject to being enjoined under IRC § 7407.

21. Because of hisrepesated and continua misconduct subject to injunction under IRC §
7407, Eden should be permanently enjoined from acting as a federal income tax return preparer.

Count |1

Injunction under IRC § 7402(a) for unlawful
inter ference with the enfor cement of the internal revenuelaws

22.  The United States incorporates by reference the alegations of paragraphs 1 - 21.

23.  Section 7402 of the Internal Revenue Code authorizes a court to issue orders of
injunction as may be necessary or gppropriate for the enforcement of the interna revenue laws.

24.  Eden, through his actions as described above, has engaged in conduct that substantialy

interferes with the enforcement of the internd revenue laws.
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25. Thefederd income tax returns that Eden prepared for his customers improperly and
illegaly reduced their federa income, salf-employment, and socid security tax ligbilities. Eden dso
violated the interna revenue laws and Treasury Regulations when he paid other tax return preparersto
eectronicaly sgn and file federd tax returns that he had prepared.

26. If Edenisnot enjoined from engaging in fraudulent and deceptive conduct, such as
preparing false or fraudulent tax returns, or arranging for other tax return preparersto sign and file
federa tax returnstha he has prepared, the United States will suffer irreparable injury because the
revenue losses caused by Eden will continue to increase.

27.  Whilethe United States will suffer irreparable injury if Eden is not enjoined, Eden will not
be harmed by being compelled to obey the law.

28.  Thepublic interest would be advanced by enjoining Eden because an injunction will stop
hisillega conduct and the harm the conduct is causing to the United States Treasury.

29. If Edenisnot enjoined, heislikely to continue to interfere with the enforcement of the
interna revenue laws.

WHEREFORE, the plaintiff, the United States of America, respectfully prays as follows:

A. That the Court find that Eden has continualy and repestedly engaged in conduct subject
to penalty under IRC § 6694, and that injunctive relief under IRC § 7407 is necessary and appropriate
to prevent the recurrence of that conduct;

B. That the Court, pursuant to IRC § 7407, enter a permanent injunction prohibiting Eden

from acting as afederd income tax return preparer;
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C. That the Court find that Eden has engaged in conduct that interferes with the enforcement

of the internd revenue laws, and that injunctive relief is gppropriate to prevent the recurrence of that

conduct pursuant to the Court’ sinherent equity powers and IRC § 7402(a);

D. That the Court, pursuant to IRC § 7402(a), enter a permanent injunction prohibiting Eden

from:

@

@)

3
(4)
Q)

requesting, asssting in or directing the preparation and/or filing of federd tax
returns for any person or entity other than himsdlf, or gppearing asa
representative on behdf of any person or organization whose tax ligbilitiesis
under examination or investigation by the Internd Revenue Service,

preparing or assgting in the preparation of tax returns that defendant knows will
result in the understatement of any tax liability;

undergtating customers' liahilities as prohibited by IRC § 6694;

engaging in any other activity subject to penalty under IRC 88 6694; and
engaging in other conduct that substantialy interferes with the proper

adminidration and enforcement of theinternd revenue laws.

E. That the Court, pursuant to IRC 88 7402(a) and 7407, enter an injunction requiring Eden

to contact by mail al persons for whom he prepared afedera tax return, and inform them of the

Court’ s findings concerning the falsity or fraudulent attributes of those tax returns and enclose a copy of

the permanent injunction againgt Eden;

F.  That the Court, pursuant to IRC 88 7402(a) and 7407, enter an injunction requiring Eden

to produce to counsd for the United States within ten days a list that identifies by name, socid security
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number, address, e-mail address, telephone number and tax period(s) all persons for whom Eden
prepared federal tax returns and/or claims for refund since January 1, 1997,

G. That the Court retain jurisdiction over the defendant, Charles B. Eden, individually
and doing business as Eden Financial Services, and this action for the purpose of enforcing any
permanent injunction entered against defendant;

H. That the United States be entitled to conduct all discovery permitted under the
Federal Rules of Civil Procedure for the purpose of monitoring defendant’s compliance with the
terms of any permanent injunction entered against him; and

I.  That this Court grant the United States such other and further relief, including costs,
as 1s just and equitable.

Dated this _ 2™ day of December, 2004.

JAMES G. MARTIN
United States Attorney

G-

ROBERT D. METCALFE
Trial Attorney, Tax Division
U.S. Department of Justice
P.O. Box 7238

Ben Franklin Station
Washington, D.C. 20044
Telephone: (202) 307-6525
Facsimile: (202) 514-6770
Robert.D.Metcalfeusdoj.gov

Attorneys for Plaintiff,
United States of America





