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Bef ore GARWOOD, JONES and EMLIO M GARZA, Circuit Judges.”
GARWOOD, Circuit Judge:

In these consolidated appeals involving a tax dispute,
plaintiffs-appellants, Cara and Karl Dahlstrom (the Dahl strons),
appeal the Tax Court's determnation that they owe additional
taxes, penalties, additions to tax, and interest on unreported

i ncone for the years 1977 through 1983. |In Cause No. 19904-83, the

Local Rule 47.5 provides: "The publication of opinions that
have no precedential value and nerely decide particul ar cases on
the basis of well-settled principles of |aw inposes needl ess
expense on the public and burdens on the | egal profession.”
Pursuant to that Rule, the Court has determ ned that this opinion
shoul d not be publi shed.



Tax Court held that the Dahlstrons were liable for unreported
i ncone for the years 1977, 1978, and 1979. |In Cause No. 4860- 89,
the Tax Court held that the Dahlstronms were |iable for unreported
i ncone for the years 1980, 1981, 1982, and 1983. The Dahl strons
contend that the Tax Court erred in finding that their schenme of
shifting income from thenselves to a series of largely foreign
trusts was a sham solely intended to avoid incone taxes. W
di sagree with the Dahlstrons and we affirm
Facts and Proceedi ngs Bel ow

Kar|l Dahl strominvented a schene to attenpt to avoi d taxes by
shifting incone earned in the United States to foreign trusts that
owed no incone tax in the United States and then shifting the
incone back to hinself to use it for his personal needs. He
t hought that his idea was so wonderful that he taught other people
howto do it at semi nars in which he charged participants $6,000 to
$12, 000 each. He called his semnar program the Anerican Law
Associ ation, though he never had any formal tax or |egal training.
To date, at |east twenty taxpayers have been found |iable by the
Tax Court for participating in Dahlstroms schene.! Finally, it is
time for Dahlstromto pay the piper.

Usi ng the schene that he taught others, Karl Dahl strom would
deposit the fees he earned fromhis semnars into a foreign trust

and not report nost of these anpbunts as incone in the joint incone

. See, e.g., Sandvall v. Conm ssioner, 898 F.2d 455 (5th Cr.
1990); Akland v. Comm ssioner, 767 F.2d 618 (9th Cr. 1985);
Zmuda v. Comm ssioner, 731 F.2d 1417 (9th G r. 1984); Able
Conpany v. Conm ssioner, 59 T.C M (P-H ¥ 90,500 (1990);

Prof essional Services v. Conm ssioner, 79 T.C. 888 (1982).
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tax returns he filed with his wife.? This foreign trust woul d then
purchase i nformati on packets at a ridicul ous markup froma second
trust created by the Dahlstrons. Alternatively, the second trust
woul d provide "services" to the first trust for a fee. These
arrangenents created fal se business expense deductions for the
first trust neaning that it would owe no inconme tax in the United
States for the noney it received fromits Anerican operations. The
second trust woul d engage in an identical transaction with a third
foreign trust that would owe no tax in the United States because it
was a foreign trust receiving inconme froma foreign source. From
the third trust, the Dahlstrons would circuitously make the noney
available for their personal use in several ways. First, the
Dahl stronms would transfer noney from the second trust to other
foreign trusts, which would then "gratuitously" purchase and
mai ntain personal property for the Dahlstrons, such as three
houses, several cars, and several boats. Second, the Dahl strons
woul d have one of their foreign trusts borrow noney from another
foreign trust inreturn for a demand prom ssory note. The creditor
trust would then "donate" the demand note to the Dahl stronms, who
received the note as a "tax free" gift of intangible property from
a foreign trust under |I.R C. 8§ 2501. Then the Dahlstrons would
collect on the note and have cash available for personal use

Third, the Dahlstrons would continue to shift noney anong the
foreign trusts and eventually withdraw funds froma trust account

to purchase a certificate of deposit, which in turn was used to

2 During the years 1977, 1978, and 1979, these fees total ed
$244,372. 1, $483,757.62, and $938, 221. 39 respectively.
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purchase a personal asset. None of these or other simlar
transactions was conducted at arns length or for any business
purpose. As a practical matter, the Dahl strons, of course, owned
and controlled all of the trusts and all of the trusts' bank
accounts. ®

The Internal Revenue Service audited the Dahlstrons and
determ ned that tax deficiencies and additions to tax were mandat ed
by the Internal Revenue Code. In 1983, the Dahlstrons filed a
petition for redeterm nation of the deficiencies asserted for the
1977 through 1979 tax years. The Tax Court held that the
Dahl strons owed the deficiencies and additions to tax conputed by
the RS with a slight adjustnent. The Dahl strons appeal ed.
Simlarly, in 1989, the Dahlstrons filed a petition for
redeterm nation of the deficiencies asserted for the 1980 t hrough
1983 tax years. The Tax Court held that the Dahlstrons owed the
deficiencies and additions to tax conputed by the IRSw th a slight
adj ust nent . The Dahl strons appeal ed. The two appeals were
consol i dat ed.

The Dahl strons' appell ate brief contains no statenent of facts
and no citations to the record. Al t hough the brief lists five
i ssues to be considered on appeal, the brief contains argunent on

only one issue.

3 To conply with foreign |aws on trust creation, Dahlstromfor
a nomnal fee would hire taxi cab drivers or the like to be
"trust creators" if necessary; these individuals had no further
connection with the trusts. Sone of the Dahlstromtrusts were
"owned" by other trusts that they controlled. Oten one trust
woul d al so be the "trustee" of another trust, but, of course, the
Dahl stronms directly controlled all the activities of all of the
trusts involved in this matter.



Di scussi on
Prelimnarily, we address the fact that four of the five
issues listed in the Dahlstronms' brief as points of error are not
argued in their brief. | ssues |isted, but not argued, are
"*considered waived and will not be entertained on appeal.'"
United States v. Val di osera-Godi nez, 932 F.2d 1093, 1099 (5th Gr
1991), cert. denied, 61 US L W 3772 (1993) (quoting United
Paperworkers Int'l Union v. Chanpion Int'l Corp., 908 F.2d 1252,
1255 (5th Gr. 1990) (issues raised in brief but not argued
wai ved); Friou v. Phillips Petroleum Co., 948 F.2d 972, 974 (5th
Cr. 1991). Thus, we wll not address the four issues raised in
t he Dahl stronms' brief but not argued.*
The only issue the Dahl strons have properly rai sed on appeal
is whether the Tax Court erred legally and factually in determ ning

that the Dahl stromtrusts were shans that had no econoni ¢ subst ance

and were only used to allow the Dahlstrons to understate their

4 | ssue E involved the Tax Court's finding of fraud.

Dahl strom does devote two sentences, intermngled in the argunent
on the one issue that is argued, to the contention that the Tax
Court erred in finding fraud; however, this contention is thus
advanced without citations to the record or |egal authority
(apart fromthe Dahl stromcase cited in the next sentence) and is
so conclusory and undevel oped that we find this issue to be
abandoned. W observe that although the Ninth Crcuit held in
United States v. Dahlstrom 713 F.2d 1423 (9th Gr, 1983), cert.
denied, 104 S. C. 2363 (1984) (crimnal fraud not proven), that
the United States failed to prove Dahl strom acted fraudul ently
beyond a reasonabl e doubt, this is a civil case in which the
gover nnent bears the burden of proof only by clear and convi ncing
evidence. 26 U S . C. 8§ 7454 (1988); Akland, 767 F.2d at 621

(di stinguishing Dahl strom 713 F.2d at 1423). Mbreover, unlike
Dahl strom this case does not present the context of advocacy of
an abstract programw th attendant First Amendnent inplications.
See Akl and at 621-22; United States v. Russell, 804 F.2d 571, 576
(9th Gr. 1986) (Ferguson, J., concurring). There are badges of
real fraud aplenty here.



t axabl e i ncone.

Incone is taxed to the person who earns it, regardl ess of any
schene to divert the paynent of the incone to another party.
Sandval |l v. Conm ssioner, 898 F.2d 455, 458 (5th GCr. 1990).
Diverting incone to a shamtrust does not relieve the i ncone earner
of the duty of paying tax on that incone because the substance of
the transaction prevails over its form 1d.; Znuda, 731 F.2d 1417,
1421 (9th Cir. 1984).

There is no legal basis presented from which we could
conclude, after crediting the Tax Court's factual findings and
i nferences, that the Dahl stromtrusts were not wholly shamentities
and that the Dahlstrons were not using the sham trusts to avoid
payi ng i ncone tax due on i ncone earned by the Dahl stronms. Nunerous
cases in this and other circuits have recogni zed that schenes of
transferring noney anong foreign trusts that were identical to the
Dahl strons' were shans because they | acked a busi ness purpose or
econom ¢ subst ance. Sandval |, 898 F.2d at 457 (taxpayer held
i abl e for deficiencies created when i ncone shifted through foreign
Ameri can Law Associ ation type trusts even though trust itself not
a party to action); Akland, 767 F.2d at 618 (Dahlstrom trusts);
Zmuda, 731 F.2d at 1417 (Anerican Law Association trusts); United
States v. Tranakos, 911 F.2d 1422, 1430-31 (10th G r. 1990)
(crimnal conviction for use of Dahlstrom trust). See O app v.
Comm ssioner, 875 F.2d 1396 (9th Cr. 1989); United States .
Kouba, 822 F.2d 768 (8th CGr. 1987) (crimnal conviction for
activities related to use of Dahlstromtrusts); United States v.

Turner, 799 F.2d 627 (10th Gr. 1986) (crimnal conviction for tax



fraud i nvol ving sal es of foreign Arerican Law Associ ation trusts).
The Tax Court did not err in reaching the |l egal conclusion that, on
the facts found, Dahlstromtype trusts are shans that can be
ignored in determning a taxpayer's true incone.

Whet her the particular Dahl stromtrusts at issue are shans is
a factual question. The taxpayer bears the burden of proof in
chal | engi ng deficiency determ nati ons made by the Internal Revenue
Servi ce. Sandval |, 898 F.2d at 457-458. Briefs filed in this
court are required to contain a statenent of facts and record
citations supporting all facts presented in the brief, whether in
the statenent of facts section or in the argunent section of the
brief. FED. R App. P. 28(a)(3) (1993); 5TH QR Loc. R Arp. P.
28.2.3; More v. FDIC, 993 F.2d 106 (5th Gr. 1993); Plattenburg v.
Allstate Ins. Co., 918 F.2d 562, 564 (5th G r. 1990) (sanctions
inposed for filing brief without record citations and wthout
citing relevant cases). There is no basis in the Dahlstrons' bri ef
to find that the Tax Court's fact findings that the trusts were
shans were clearly erroneous because their brief contains no
statenent of facts, no argunents that the Tax Court erred in
finding particular significant or controlling facts, and no record
citations. In fact, the trusts were shans. The Dahl strons
mai ntained total control over the trusts, transferred incone
properly allocable to themto the trusts to avoid taxes, and then
used the trust property for personal purposes. They were the sole
beneficiaries of the trusts. The trusts did not carry on any
busi ness of their own for profit. No business or econom c reason

was shown for form ng the vast nunber of trusts involved or for the



nunmerous transfers of noney anong them Unlike Rice's Toyota
Wrld, Inc. v. Comm ssioner, 752 F.2d 89, 96 (4th Gr. 1985), there
is little evidence that the Dahlstrom trusts even contai ned any
el emrents of econom c substance. Factually, there are few
di stinctions between the Dahlstromtrusts at issue in these cases
and those previously found to be shans in the cases cited above.
See, e.g., Sandvall, 898 F.2d at 458 (sanctions inposed for
frivol ous appeal of simlar issues). Thus, it is clear that the
Dahl stromtrusts were shamentities.

"The time has cone for themto join the rest of their fellow
citizens at the annual incone roundup.” |d. at 459.

Concl usi on

The Dahl strons have denonstrated no reversible error in the
chal | enged judgnents of the Tax Court. Accordingly, the judgnents
of the Tax Court in Cause No. 19904-83, and in Cause No. 4860-89
are

AFFI RVED.



