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IRS agents 
testify they 
destroyed 

documents 
By Larry Kramer 

Examiner Staff Writer 
SAN JOSE — Two Internal Revenue Service agents have admitted in pre-trial hearings in the Harry Margolis tax fraud case that they destroyed documents that could have become evidence. 
The statements from Oxnard agent Jerry Hirneise and his superior, Raymond Smith, came during three days of testimony in federal court here last week. Hirneise said Smith ordered him to destroy the documents after their office received a letter from the U.S. attorney in San Francisco asking for all material relating to Margolis. 
Margolis, 56, of Los Gatos, has been charged along with San Francisco attorney Quentin Breen, 36; Ronald Adolphson, 43, a San Francisco accountant, and a bank in the Netherlands Antilles with conspiring to cheat the government out of taxes due on $1.4 million in fictitious deductions through offshore companies. 
The Justice Department has called the case "perhaps the biggest breakthrough ever in the fraudulent use of offshore tax shelters." 
Among Margolis' clients are Olympic diving star Sammy Lee, singer Barbara McNair, blackjack expert Edward Thorp and Erhard Seminars Training, Inc..lest). Lee and McNair are expected to testify at the trial, which is expected to last four to six months. 
Under the discovery process, the government has turned over to the defense 140,000 documents, in cardboard boxes, constituting potential evidence. 
This week the defense sought to discredit the government case by revealing the destruction of potential evidence and by attempting to show that Margolis was investigated by the IRS for several years without his knowledge, which is illegal. 
Anyone who becomes the subject of a criminal investigation by the IRS must be told within a reasonable amount of time. 
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