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D
efense: E

vidence destroyed 
B

y L
arry K

ram
er 

E
xam

iner S
taff W

riter 
L

O
S

 G
A

T
O

S
 —

 D
efense attorneys in 

th
e H

arry
 M

arg
o
lis tax

 frau
d
 case say

 
Internal R

evenue S
ervice agents destroyed 

evidence on three separate occasions rather 
than turn it over to the defense. 

In addition, the defense says, govern-
m

ent evidence in the M
argolis case w

as 
obtained illegally. 

In m
otions filed in U

.S
. D

istrict C
ourt 

in response to the defense accusations, the 
governm

ent has denied any m
isconduct. 

M
argolis, 56, a L

os G
atos tax law

yer, 
has been charged in a 23-count indictm

ent 
w

ith conspiring to cheat the U
.S

. govern-
m

ent out of taxes due on $1.4 m
illion in 

fictitious deductions. A
lso charged in som

e 
of the counts is M

argolis' associate, Q
uentin 

B
reen and B

anco Popular A
ntiL

lano, a bank 
in the N

etherland A
ntilles. 

T
he governm

ent says the schem
e in-

volved the use of phony interest paym
ents 

and fictitious loans in the preparation of 23 
fraudulent tax returns. 

B
esides the destruction of evidence 

and illegal seizure issues, the defense is 
pressing another m

atter: It w
ants to see 

w
hat the governm

ent has in its com
puters. 

U
.S

. A
tty. M

artin S
chainbaum

 reportedly  

h
as b

een
 u

sin
g
 a co

m
p
u
ter to

 p
lo

t h
is 

strategy in this extrem
ely com

plicated case, 
and the defense w

ould like to see w
hat he 

has on file. 

U
.S

. D
istrict Judge W

illiam
 Ingram

 of 
S

an Jose has scheduled hearings for F
eb. 9 

and 10. 

"W
e have first-hand know

ledge of the 
destruction of evidence," claim

s defense 
attorney R

ichard G
ladstein. "T

hree differ-
en

t IR
S

 ag
en

ts h
av

e ad
m

itted
 in

 sig
n
ed

 
affidavits that they destroyed docum

ents 
pertaining to this investigation after ,they 
w

ere asked for them
 by the governm

ent 
trial attorneys." 

A
ccording to G

ladstein, one IR
S

 agent 
h
as said

 h
e w

as to
ld

 b
y
 a g

o
v
ern

m
en

t 
atto

rn
ey

 h
e m

ay
 h

av
e "b

lo
w

n
 th

e case" 
because he destroyed certain docum

ents. 

"W
hat is really strange is the fact that 

the attorneys for the governm
ent in this 

case claim
 th

ey
 w

ere to
ld

 ab
o
u
t th

e 
destruction of docum

ents in m
id-D

ecem
ber 

1975, but they didn't tell the judge, or us, 
ab

o
u
t it u

n
til th

e en
d
 o

f Jan
u
ary

 1
9
7
6
," 

G
ladstein said. N

ow
, a year later, he says he 

is getting internal m
em

oranda concerning 
the m

atter from
 the IR

S
. 

T
he m

aterial w
as destroyed, in at least 

tw
o
 cases, w

ith
 th

e k
n
o
w

led
g
e o

f th
e  

agents' superiors, G
ladstein alleges. G

overn-
m

ent affidavits confirm
 his charge. 

S
ch

ain
b
au

m
's resp

o
n
se read

s: "T
h
e 

m
aterial in question w

as not destroyed in 
bad faith or connivance by the governm

ent 
nor has the lost of the destroyed m

aterial 
p
reju

d
iced

 th
e d

efen
d
an

t." It also
 states 

that copies of som
e of the docum

ents have 
been found in other places. 

T
h
e d

efen
se also

 is attack
in

g
 th

e 
m

an
n
er in

 w
h
ich

 th
e g

o
v
ern

m
en

t h
as 

obtained evidence. G
ladstein claim

s that 
evidence being used in the M

argolis case 
cam

e fro
m

 a co
n
tro

v
ersial seizu

re o
f a 

banker's briefcase in M
iam

i in 1973. T
he 

briefcase contained the records of account-
holders at an offshore bank, C

astle B
ank of 

N
assau. 

W
hether that evidence w

as obtained 
legally m

akes no difference, the govern-
m

ent has countered, claim
ing that evidence 

fro
m

 th
e b

riefcase in
cid

en
t is n

o
t b

ein
g
 

used in this case. 

IR
S

 agents from
 around the country 

w
ill be flow

n to San Jose Feb. 9 to testify at 
hearings on both defense m

otions. T
hey 

w
ill include agents involved in the alleged 

destruction of docum
ents and agents run-

n
in

g
 all m

ajo
r tax

 in
v
estig

atio
n
s in

to
 

offshore operations. 


