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IN THE UNI TED STATES DI STRI CT COURT
FOR THE M DDLE DI STRI CT OF FLORI DA
OCALA DI VI SI ON
Case No. 5:06-cr-22-Cc-10GRJ
January 17, 2008
Ccal a, Florida
UNI TED STATES OF AMERI CA,
Pl ai ntiff,
VS.
WESLEY TRENT SN PES,
EDDI E RAY KAHN and
DOUGLAS P. ROSI LE,

Def endant s.

TRANSCRI PT OF TRI AL PROCEEDI NGS
BEFORE THE HONORABLE WM TERRELL HODGES,
SENI OR UNI TED STATES DI STRI CT JUDGE, and a Jury

Appear ances of Counsel:
For the Governnent:

M. Robert E. O Neill
M. M Scotland Mrris
M. Jeffrey A MLellan

For Def endant Sni pes:

Robert G Bernhoft
Robert E. Barnes
Li nda G Mbreno
Dani el R Meachum
Kanan B. Henry
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Appear ances of Counsel (continued):
For Def endant Kahn:

M. Eddi e Ray Kahn, pro se
M. Mchael WIliam N el sen, standby counsel

For Defendant Rosil e:

M. David Anthony W1 son

Reported by: Dennis Mracle, Oficial Reporter, and
Kelly Omen McCall, Freelance Reporter
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PROCEEDI NGS
(Jury absent.)

THE COURT: Good norning, everyone. Be seated,

pl ease.

MR, BERNHOFT: Good norni ng, Judge. Judge, if |
nmght, | spoke to M. O Neill, and we would like to invoke the
rul e.

THE COURT: Al right. The rule regarding the
sequestration of wi tnesses has been invoked. |If there are any

persons present in the courtroom other than those presently
seated inside the bar or inside the rail, it will be necessary
that you withdraw and wait in the environs of the court while
waiting to testify.

And witnesses while waiting to testify are
adnoni shed that they shoul d have no conversation or
di scussi ons anpbng or between thensel ves concerni ng any aspect
of the case.

I will rely upon counsel fromthis point to see that
the rule is observed.

(Def endant Kahn now present.)

THE COURT: Yes, M. Morris.

MR, MORRI'S: Your Honor, pretrial, the Court had
al ready ruled that our two case agents, Special Agent Lalli
and Graf, would be excepted fromthe rule.

THE COURT: Yes.
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MR. MORRI'S: Thank you, Your Honor. And al so our
sumary W tness, Revenue Agent Steward Stich, you al so had
ruled woul d be allowed to remain, because he is a sumary
wi t ness, throughout the trial.

THE COURT: That's his sole function, will be as a
sumary w tness under the rule?

MR MXRRIS: A sunmary and expert witness, yes, Your
Honor .

THE COURT: Al right. He too is excluded.

MR, MORRI'S: Thank you.

THE COURT: Good norning, M. Kahn

DEFENDANT KAHN:  Good norni ng, Judge Hodges.

THE COURT: Yesterday when we recessed for the day,
sir, you had stated that you wi shed to waive your presence
here. |Is that your feeling still?

DEFENDANT KAHN:  Yes, it is.

THE COURT: Well, you understand that under Rule 43
of the Federal Rules of Crimnal Procedure, as well as the
confrontation clause of the Constitution of the United States,
you have an absolute right to be present, if you want to be.

On the other hand, you al so have the absolute right,
if you wish to do so, to waive your presence and be el sewhere.
You understand that?

DEFENDANT KAHN: | understand it.

THE COURT: And it is your election to waive your
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presence and el ect not to be here during trial?

DEFENDANT KAHN: Yes, sir. | feel that this is an
adm nistrative court, you are an adm ni strative judge; so,
therefore, | don't care to be here.

THE COURT: Ckay. Understand that | amgoing to
honor your request and excuse you fromthis trial. But if at
any nonment you change your mind, all you have to do is notify
the marshal and you will be returned to court.

DEFENDANT KAHN: Yes, sir.

THE COURT: Al right. M. Kahn is excused,
marshal. You may withdraw himfromthe courtroom

(Def endant Kahn absent.)

THE COURT: It is my intention, counsel, sinply to
announce to the jury nonmentarily, when they are seated, that
M. Kahn has voluntarily elected to waive his right to be
present and is, therefore, not present.

Does anyone have any other or contrary suggestion?

MR. O NEILL: No, Your Honor, the governnent has no
objection to that.

MR, BERNHOFT: Sounds perfect.

THE COURT: Al right.

MR, WLSON: Your Honor, |I'msorry.

THE COURT: Yes, M. WIson.

MR WLSON:. oviously, this is kind of a nove

situation, at least as far as | amconcerned. | don't know
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whet her the Court would like to al so adnoni sh the jury that
there can be no inference, one way or another, regarding his
absence.

THE COURT: That's appropriate, M. WIlson, and |
will add that to ny statenent.

MR. O NEILL: For the record, the governnent has no
objection to that, Your Honor. W would joinit.

THE COURT: Now, when we stopped, Agent Crow ey was
on the witness stand. |Is the governnent ready to proceed, M.
McLel | an?

MR. McLELLAN: Yes, Your Honor, although -- the
governnment has done the redaction that was agreed upon of
Exhi bit 58, the power of attorney.

THE COURT: Al right.

MR, MLELLAN:. After Exhibit 58, we were going to
seek the admi ssion of the series of returns, which I believe
M. WIson had an objection to. And the governnment is
prepared to argue admissibility at this point.

THE COURT: Al right. Just a nonment. Looking at
the government's exhibit list, | take it we're tal ki ng about
exhibits for identification 59-1 through, what, 64-2?

MR McLELLAN: | believe that's the case, Your
Honor. | amnot sure if that's -- those are the subject of
M. WIson's objection.

THE COURT: What are your objections, M. WIlson, to
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whi ch exhibits and on what ground?

MR WLSON. Well, Your Honor, with respect to
Exhi bits 59-1 through 60-2, which represent tax returns that
M. Rosile prepared for hinself, individually, and his spouse,
i ndividually, we would object to those on the grounds of
rel evance.

And to the extent that they were done outside the
paraneters of his responsibilities as an enployee or a -- an
enpl oyee of ARL, they would be 404(b).

M. Rosile was not an ARL client, nor was his wfe.
He prepared his own tax returns, as he did for his spouse.
And | believe that that is outside the scope of the
conspiracy. It is no way in furtherance of the conspiracy,
and is not related to either the conspiracy or the other
charges in this case.

THE COURT: What is the governnent's purpose in
of fering those particular exhibits, M. MlLellan? 1|s there a
claimthat there is anything unlawful or irregular about any
of then®

MR, McLELLAN: On the contrary, Your Honor. These
-- the governnment's general argunment as regards the adm ssion
of this whole series of returns to which M. WIson objects,
the governnment's general argunment is as to admissibility is
that these docunents are direct evidence of wllful ness on the

part of M. Rosile and should be admtted.
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Specifically, these returns 59-1 through 60-1, th

are prepared by M. Rosile, they are done for M. Rosile,

ey

hi nsel f, and, indeed, they are proper tax returns, so far as

the government can deternine. And they show that M. Rosil
is able to prepare a proper incone tax return without
resorting to this 861 argunment when it suits his purpose.

Therefore, Your Honor, it shows know edge of what
proper return can be and is, therefore, evidence of
willfulness in respect of the 861 returns.

THE COURT: | haven't heard you argue, M. WIson
that there is anything that is inherently prejudicial with
respect to these returns. That is to say that they reflect
i ncone or expenses from sources that would be potentially
prej udi ci al .

MR WLSON. Well, Judge, | amnot aware that the

is any informati on of that nature in these returns.

e

a

re

M. Rosile prepared 1040X s, anended tax returns for the ARL

menbers.

He did not prepare the 1040, the original 1040
returns for the nmenbers. These are original 1040 returns t
he did for hinself.

THE COURT: Well, | understand that, but | am not
sure that is responsive to nmy question. It seenms to nme the
government has the better of that.

I aminclined to overrule the objection stated.

hat

I f

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

it beconmes apparent that these exhibits are in sone way
prejudicial to the point of overbearing any probative val ue
under Rul e 403, you can nmake it the subject of a notion to
strike.

MR, WLSON: Your Honor, may | be addressed on
anot her issue, please?

THE COURT: Al right.

MR, WLSON: Okay. Your Honor, these docunents are
identified by exhibit nunber. W have asked the governnent to
provide us with a cross-reference to the Bates nunber, so that
we are able to actually and quickly find these docunents.

We have literally thousands and thousands of

docunents. | have a disk that has these particular returns on
them However, | amhaving a little difficulty finding them
qui ckl y.

| was given a list, thankfully, by M. MLellan
yesterday that referred to Exhibits 61-1 through 63-6 with the
correspondi ng Bates nunbers. However, | do not have the
correspondi ng Bates nunbers to the Exhibits 59-3 through 60-2,
which may facilitate |locating these, which | can certainly do;
however, it is going to take a little bit of tinmne.

THE COURT: Well, the governnent exhibit |ist,
unl ess there are multiple pages to sonme of these, as there nay
well be, is not especially lengthy, all things considered.

Does the governnent have hard copies of all its
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10
exhibits, M. MLellan?

MR. McLELLAN: I n various places, Your Honor.

THE COURT: Well, what do you say to M. WIlson's
request, which is made for the defendants under ny prior
ruling, for Bates nunbers with respect to all of the exhibits?
I's that avail abl e?

MR, McLELLAN: May | confer with co-counsel, Your
Honor ?

THE COURT: Surely.

MR. McLELLAN:  Your Honor, at this point the
governnment does not have a listing in format suitable to be
turned over to the defense. The governnment woul d propose to
put sonet hi ng together by tonorrow

THE COURT: Al right. Well, see if you can do
that. | think that's not an unreasonable request, and it
nm ght help expedite matters. |If your exhibit list can be
suppl enent ed by Bates nunbers with respect to each of these
exhibits, it mght be hel pful to everyone.

MR, McLELLAN.  Yes, Your Honor.

THE COURT: Al right. Well, | aminclined to
overrul e the objection to those Exhibits 59-1, that sequence
as it relates to M. Rosile. And let's see if we can proceed.
The jury is waiting.

MR, WLSON: Excuse nme, Your Honor. Judge, |'m

sorry. There are other exhibits which are the subject of this
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di scussion that run through 64-1 -- |'msorry -- 63-6.

THE COURT: Well, nmake your objection in the
presence of the jury, and as the exhibit is identified,
M. Wlson, and | will pass on it.

THE COURT SECURITY OFFICER Al rise.

(Jury present.)

THE COURT: Thank you. Be seated, please.

Menbers of the jury, good norning to you. |
appreci ate your pronptness and | apol ogi ze for having kept you
waiting these |last few mnutes, but there have been a couple
of matters that | have been discussing with counsel which I
think will save us sone tine perhaps.

You will notice that M. Kahn is not present in the
courtroom M. Kahn has elected to waive his presence here
during the trial, at least for the tine being, as is his
right.

And | do instruct you that you should not draw any
i nference, one way or the other, concerning guilt or innocence
of M. Kahn or anyone el se sinply because he has el ected not
to be present during trial. And as he has been inforned, if
he wishes to return at any tinme, that also is his right.

But in the nmeantine, we will proceed with the trial
of the case. Yesterday when we recessed, M. MLellan was
exam ni ng Agent Crow ey, | believe. Were is Agent Crow ey?

Good nmorning, Agent Crowey. As you are coming to

11
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the witness chair, | remind you, sir, the oath you took
yesterday still applies. You understand?

THE WTNESS: Yes, | do, Your Honor

THE COURT: M. MLellan, you nay continue.

PAUL CROMLEY,
havi ng been previously sworn, testified as foll ows:
DI RECT EXAM NATI ON (cont' d)

BY MR MLELLAN:
Q Good norning, M. Crow ey.
A  Good norning.
Q | believe we were taking a | ook at Governnent's Exhi bit
Nunber 58.

MR. McLELLAN: Could you pl ease bring that up.
A That's correct.
Q Now, inBox 1 -- I'"'msorry. Wat is this docunent?
A This is a Form 2848, power of attorney and declaration of
representati ve.
Q Oay. And taking a look at the second page of that
docunent, does it indicate a date that it was filed?
A It has a signature date on it of March 6th, 2004.
Q And who appears to have signed it?
A \Wesl ey Snipes.
Q Oay. And taking a look at the first page of that
docunent in Box 1, does there appear under the taxpayer's nane

an addr ess?

12
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A Yes, there does. The address is --
Q Wuld you pl ease read the address?
A Sure; 9711 Deacon Court, Wndernere, Florida.
Q M. Crowey, on the next exhibits, 59-1 through 60-1, do
you have those records?
A Yes, | do.
Q ay. Could you identify themin sequence as to what they
are, indicating their exhibit nunber.
A 59-1is a true copy of the original Form 1040, U. S
i ndi vidual incone tax return for Doug Rosile, Senior for the
tax year 1997.

59-2 is a true copy of the original Form 1040, U. S.
i ndi vidual incone tax return for Doug Rosile, Senior for 1998.

59-3 is a true copy of the original Form 1040, U S.
i ndi vidual incone tax return, captioned Doug Rosile, Senior
for 1999.

59-4 is a true copy of original form 1040, U S. individua
i ncone tax return, captioned Doug Rosile, Senior for 2000.

THE COURT: Maybe we can expedite this, Agent
Crow ey. According to the papers | am |l ooking at, Governnent
Exhi bits 59-4, 59-5, 59-6, 59-7, 60-1 and -- well, no 60-1 --
are all the sanme forns, 1040 fornms for M. Rosile for the
years 2000 through 2003, inclusive; is that correct?
THE W TNESS: Your Honor, for 59-5 to 59-7, they are

Form 1040' s. However, 60-1 is a Form 1040X

13
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14

THE COURT: | understand.

THE W TNESS: They are for Doug Rosile.

THE COURT: Wien they are essentially identical
forms, let's see if we can't conbine themin a sense to nove
it along, M. MlLellan.

MR. McLELLAN: Yes, Your Honor. The government
noves Exhibits 59-1 through 60-1 in the sequence we have
di scussed, be received into evidence.

MR, WLSON: Judge, | would renew ny prior
obj ecti on.

THE COURT: Indeed, the record will so reflect, and
I will now receive those exhibits in evidence.

BY MR MLELLAN:

Q Now, M. Crowl ey, please take a | ook at Nunber 60-2. What
is that docunent?

A This is a true copy of an original copy of an original
Form 1040X, which is an anended U.S. individual inconme tax
return for Eileen Rosile for tax year 1999.

Q Oay. And taking a look at the paid preparer line, who
appears to have prepared this return?

A Douglas P. Rosile.

MR, WLSON: Your Honor, I"'msorry to interrupt.
However, | don't know if this docunent has been published or
not. | don't recall.

THE COURT: Not to ny know edge.
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MR, WLSON: Gkay. Thank you.
BY MR MLELLAN:
Q And what is the date of the preparation, according to the
date next to the nanme Dougl as Rosile?
A It's typed in Septenber 15th, 2001.

MR. MLELLAN: Governnent noves that Governnent's
Exhi bit previously nmarked 60-2 be received into evidence.

MR, WLSON: bjection; relevance, 404(b), w thout
prior notice.

THE COURT: | will overrule those objections, as |
did with respect to the previous exhibits for the sane reason,
and receive themin evidence.
BY MR MLELLAN:
Q M. Crowey, taking a look at the entries in the niddle
part of this return, is there a --

MR, WLSON: Your Honor, |I'msorry. Can we have the
Bat es nunber of that docunent, please?

THE COURT: Do you have it on the docunent before
you, M. MLellan?

MR. McLELLAN: It is DR 05016.

MR, WLSON: Thank you
BY MR MLELLAN:
Q Taking a look at the nunbers in the niddle of this return
M. Crow ey, what are the figures reflected in Colunmm A,

general |l y speaki ng?

15
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A These are taken fromthe original return that was sent in
to the IRS

Q And taking a look at the figures reflected in Colum B,
what are those figures, generally?

A These are the changes the taxpayer would like to nake to
the original return.

Q And taking a look at Colum C, what is the result as to
the income reflected now on the anended return?

A That would be Line 1. The correct anmount woul d be zero,
or not hi ng.

Q Oay. And, simlarly, what, at Line 10, is the effect on
the tax liability?

A  That woul d be zero.

Q Directing your attention to Governnent's Exhibit or this
exhibit, 60-2, Bates Nunmber DR-05051, this is a letter dated
January 29th, 2001. Do you see that there?

Yes, | do.

kay. And what's the letterhead on the letter?

Dougl as P. Rosile, 452 den OGak Road, Venice, Florida.

And to whomis it addressed?

> O >» O >»

I nternal Revenue Service, Problem Resolution Ofice,

Atl anta, Georgia.

Q Oay. And please read the first sentence of the letter

A "The person to whomthe attached letter was sent to is ny

wi fe.

16
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Q ay. And please read the m ddl e paragraph, starting with
"The letter."

MR, WLSON: Your Honor, | object. The docunent
speaks for itself.

THE COURT: Counsel is sinply publishing the
exhibit. | will overrule that objection

Which exhibit is this, M. MLellan?

MR. McLELLAN: It is 60-2.

THE COURT: Al right. Go ahead.
A (Continuing.) "The letter signed by soneone calling
herself Ellen C. Bell is a classic case of bureaucratic
runaround and | RS stonewal | ing by an inconpetent enployee.
The letter is, in dinton-speak, factually inaccurate. There
was no claimfor refund, sinply a regular 1040 return seeking
a normal refund. The service center invented, fabricated,
corrected and otherw se created a bal ance due w thout any
expl anati on or substantiation. It then wantonly, deliberately
and maliciously refused to provide any information, case |aw,
statute or regulation to support their position that your
claimhas no nerit or basis.”
Q Thank you, M. Crow ey. Please read the second-| ast
par agraph of the letter.
A "I amfurther enclosing research from conpetent
prof essi onal s that supports the position taken by ny w fe.

suggest you either refund her noney or send a dammed good

17
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expl anation as to why you are selectively administering the
l aw. "
Q And who appears to have signed this letter?
A It appears to be Douglas P. Rosile.
Q Taking a look at Governnent's Exhibit previously marked
61-1, now, what is that?
A This is a copy of the original Form 1040, U.S. individual
tax return and adm nistrative file, captioned Douglas R Harns
for tax year 1997.
Q Oay. And is 61-2 for the sane taxpayers, the same form
for 1998?
A Yes, that's correct.
Q Is 61-3 for the sanme taxpayers, the sane formfor 19997
A Yes, it is.
Q Is 61-4 for the same taxpayers, the sane tax formfor
20007
A Yes, it is.

MR. McLELLAN: The governnent noves that these
exhibits be received into evidence.

THE COURT: Any objection?

MR, WLSON: bjection to relevance, 404(b).

THE COURT: Who is shown as the preparer of these
returns, Agent Crowl ey, on the face of the exhibit, exhibits?

THE WTNESS: The one for 61-1, it appears to be

Douglas -- | can't read the last nanme, but it is Affordable
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19
Accounting Tax Service.

THE COURT: Al right.

THE WTNESS: Wuld you like me to go through the
rest of them as well?

THE COURT: 61-2, -3 and -4.

THE WTNESS: 61-2 is Douglas P. Rosile, Rosile and
Her ko Accounti ng.

61-3 has no paid preparer on the page |I'm | ooking
at. Let nme see if there is another internal -- there is no
other internal on that one.

And 61-4 is Douglas P. Rosile.

THE COURT: \What's the rel evance of 61-3, M.

McLel | an?

MR, McLELLAN:  Your Honor, there is a certain anount
of | guess you could call it intertwining of these tax fil es.
They contain not only returns, but correspondence to and from
the Internal Revenue Service.

THE COURT: Is it your contention that within 61-3
there is correspondence between M. Rosile and the | RS?

MR, McLELLAN:  No, Your Honor.

THE COURT: | aminclined to sustain the objection
presently with respect to 61-3, and | will overrule the
obj ection and receive in evidence the other three exhibits.
61-1, -2 and -4 are received.

MR. McLELLAN: Thank you, Your Honor.
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BY MR MLELLAN:
Q Directing your attention, M. Crow ey, to Exhibits 63-1
through 63-6, do you have those in front of you?
A Yes, | do.
Q Oay. Wat is Exhibit -- I"'msorry -- Nunber 63-17?
A This is a copy of a Form 941, enployer's quarterly Federal
tax return, captioned Affordable Accounting Tax Service for
March 31st, 1997.
Q And, respectively, what are 62-3 through 62-67?
A These are also Form 941's, enployer's quarterly Federal
tax return for different tax periods for the sane, Affordable
Accounting Tax Service.

63-2 is for June 31st, 1997.

63-3 is for Septenmber 30th, 1997.

63-4 is for Decenber 31st, 1997.

63-5 is for March 31st, 1998, and it also includes an
admi ni strative file.
Q Taking, for exanple, a | ook at the docunent previously
mar ked 63-5, toward the niddle of that docunment, do you see a
form 941C received at the Internal Revenue Service August the
10t h, 20017

It would be approxi mately eight pages in, M. Crow ey.
A Yes, | do.
Q Wat is the nane of the entity filing the return?

A Affordabl e Accounting Tax Service of Southwest Florida,
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| ncor por at ed.
Q And who appears to have signhed as president?
A It appears to be Douglas P. Rosile.

MR. McLELLAN: The governnent noves that itens
previously marked 63-1 through 63-6 for Affordable Accounting
Tax Service be received in evidence.

THE COURT: 63-1 through -6 is offered?

MR, McLELLAN.  Yes, Your Honor.

THE COURT: Any objection?

MR, WLSON: Yes, Judge; rel evance, 404(b), no prior
noti ce.

THE COURT: Well, 1'Il overrule those objections and
receive the exhibits in evidence. The relevance objection can
be made the subject of a notion to strike subsequently, if it
isn't connected up, M. WIson. Those exhibits are received.
BY MR MLELLAN:

Q M. Crowey, directing your attention to the middle of

that exhibit. |It's Bates Nunber DR-06063. It's a letter from
Af f ordabl e Accounting Tax Service, dated July 23rd, 1998. Do
you see that letter?

A Yes, | do.

To whomis that |etter addressed?

Internal Revenue Service, Atlanta Appeals Ofice.

kay. And what is the date of that letter?

> O > O

July 23rd, 1998.
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And the subject of the letter?
Penal ty appeal .

Pl ease read the text of the letter.

> O > O

"Dear Ms. Eberhart: The enclosed information is a
followup to ny letter dated 6/23/98 and acknow edged by the
attached letter. The citations are precisely on-point with
what | believe you stole our noney w thout due process. | am
contacting Senators Mack and Grahamwith this informtion and
hope that they will continue to nonitor the matter. W wll
expect a full refund. Sincerely yours, Douglas P. Rosile.

Q Alittle later in that exhibit, at DR-06077 there is

anot her letter on Affordabl e Accounting Tax Service

| etterhead.

A | have that.

Q Oay. To whomis that letter addressed?

A Internal Revenue Service, Penalty Appeal s Coordi nator.

Q And what is the date of that letter?

A June 23rd, 1998.

Q ay. And please read the text of the letter.

A "Dear sirs: This letter is a formal request for a further

consi deration; specifically, a refund of the noney seized from
our account without due process to satisfy a penalty on the
above-captioned form | have made three previous requests for
proof that there is any statute and inplenmenting regul ation

that nmandates wi thhol ding fromany donestic citizen. | now

22
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feel we are sinply being given the runaround by the I RS and
the matter is being passed around fromone idiot to another.

"If, in fact, no such statute exists, then we did
somet hi ng voluntarily, namely wi thhold taxes, that we are now
bei ng penalized for. Either refute the information encl osed
or refund the noneys. Sincerely yours, Douglas P. Rosile."

Q M. Crowey, directing your attention to government's
exhibits previously narked 64-1, 64-2, what is Exhibit 64-1?
A 64-1is a true copy of the Form 1046 -- |I'msorry --
1040X, anended U.S. individual tax return for \Wsl ey Snipes
for tax period 1997.
And 64-2 is the original 1040X for 1997 for Wsl ey Snipes.
MR. McLELLAN:  Your Honor, the governnment noves that
these exhibits be received into evidence.
MR. BARNES: No objection, Your Honor.
THE COURT: It's received.
BY MR MLELLAN:
Q Taking a look at Exhibit 64-2, whose nane is at the top of
that return?
Wesl ey Sni pes.
And wi th what Social Security nunber?
I
Was that formreceived at the Internal Revenue Service?

Yes, it was.

o r» O > O P

How do you know t hat?
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A There are several stanps here fromthe Internal Revenue
Service. The first stanp is the round stanp that's in black
i nk, received at the Andover IRS center on April 14th, 2001
Q ay. And do you see any additional stanps?
A Yes, there are. There's another stanp just to the | ower
left of that, which is off the screen, that says Statute,
April 18, 2001. Then just above it a little to the right is a
red stanp, saying Received May 8th, 2001 FRP
Q ay. And what does "FRP" nean?
A  Frivolous Return Program
Q ay. Taking a look at Line 1 of that docunment, what's
the adjusted gross incone reflected in Colum A?
A 19,238,192 doll ars.
Q Oay. And taking a look at Line 1 in Colunm B, what is
the net change reflected in this return?
A 19,238,192 doll ars.
Q And for Columm C, what does that reflect as the correct
anmount ?
A Zero.
Q Taking a look at Line 6 for tax, what does Colum A
reflect as the original amount for tax?
A 7,363,236 dollars.
Q And what is the net change reflected in Colum B?
A 7,363,236 dollars.

Q And what does that |eave for the correct anount?
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A Zero.
Q Directing your attention to Line 22, what figure is
provided -- or I'msorry. First of all, what does that line
reflect or indicate?
A That indicates the anount you want refunded to yourself as
a taxpayer.
Q And what figure is being requested here for a refund?
A 7,360, 755 dol | ars.
Q ay. Wio appears to have signed as the taxpayer next to
"sign here"?
It appears to be Wsl ey Sni pes.
And who appears to have signed as the preparer?
It appears to be Douglas P. Rosile.
Is there a date for each of those signatures?
Yes. They are the sanme date of April 11th, 2001.
kay. And what is the address given for the preparer?

452 d en OGak Road, Venice, Florida 34293.

o » O r»r O r O r

Taking a | ook at page two of the docunent, Part Two, there
is an explanation of changes to incone, deductions and
credits. Do you see that there?

A Yes, | do.

Q Oay. Wat does it say there, as far as the explanation

i s concerned?

A "Amounts previously reported not froma taxable source per

26 CFR 1.861-8(f)(1)." And then it continues on the next two
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i nes down, saying: "See attached."
Q ay. Taking a look at page three, there is a form
What's the caption on there?
A O the form it's a "Regulation Disclosure Statenent."
Q ay. And under Part Two, "detailed explanation," what
does it say?
A "Amount previously reported not fromtaxabl e source per
1.861-8(f)(1).
Q Oay. And taking a look at the fourth page, what does the
caption part of that page read?
A "Attachnent to Form 1040/ 1040X for tax year 1997;" nane,
Wesl ey Sni pes; and a Social Security.
Q ay. And what does the first paragraph of this
attachnment say?
A "This return is being filed on the basis of the IRS
Regul ati on 26 CFR 1.861-8, which identifies all of the taxable
sources of income within the United States of Anerica. As far
as | have been able to determ ne, none of the receipts of this
t axpayer cane from any of these sources."

Shal | | continue?
Q No, that's fine. Taking a |look at the |ast page of the
exhibit, see an envel ope?
A Yes, | do.
Q ay. Focusing on the postage neter in the upper

ri ght-hand corner, that mark there, can you make out a nunber
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foll owing where it says "PB"?
A Yes, | can. The nunber is 5521990.
Q Oay. And what is the date on that mark?
A Just below that on the next line is April 11th, 2001.

Q Does there appear to be a postal cancellation stanp on

t here?

A Yes, there does.

Q Can you nake out anything of --

A It appears to say "Md-Florida."

Q And is there a date to the lower left of that?

A To the lower left there is a date of 4/14/2001.

Q Oay. And to where is this letter addressed?

A Internal Revenue Service, Andover, Mass., 05501.

Q Oay. Returning to the first page of the docunent and

focusing on the text above the signature, where it says "sign
here," please read the first five words.
A "Under no penalties of perjury.”
Q &ay. In the Internal Revenue Service, what is the term
used for that type of a declaration that appears on returns?
MR, WLSON: bjection; |ack of foundati on,
predi cat e.
THE COURT: Overrule that.
If you know, you may answer, Agent Crowley. |If you
don't, you should say so.

A It's known as the jurat.
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Q kay. Before this return, have you ever seen a
declaration |ike that?
A Not with the word "no" in there, no.

MR, McLELLAN: Begging the Court's indul gence. Your
Honor, I'mtrying to |ocate Exhibit 61-1.

THE WTNESS: | have it here.

THE DEPUTY CLERK: M. MLellan? Thank you.
BY MR MLELLAN:
Q Is thisthe -- is 61-1 the 1997 return package for Dougl as
and Bar bara Harns?
A Yes.
Q Do you see a 1997 Form 1040X in there, DR-05126? |It's
about 20 pages in.
A Yes, | do.
Q Now, please take a | ook at the jurat above the signature.
Pl ease read the first four words on that jurat.
A "Under penalties of perjury."

MR McLELLAN: That's all for this witness at this
ti me, Your Honor.

THE COURT: M. Barnes, do you wish to
Cross- exam ne?

MR. BARNES: Yes, Your Honor.

CROSS- EXAM NATI ON

BY MR BARNES:

Q Good norning, M. Crow ey.

28

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

29

A  Good norning.

MR. BARNES: Yes, ma'am can you bring up 64-1. And
can we go to the third page.

This is the page M. MLellan did not ask you about.

Can you highlight the top, regulation disclosure
statenent part. Thank you, ma' am
BY MR BARNES:
Q \Wat does that say, M. Crow ey?
A "Regulation Disclosure Statenent. Use this formonly to
disclose itens or positions that are contrary to Treasury
regul ati ons. For other disclosures, use Form 8275 di scl osure
statenent. See separate instructions."”
Q Is that formcolloquially called a "red flag" formto
highlight to the IRS that is this is a controversial position?
A | would not know that.
Q Wat was your prior enploynment? Have you al ways just been
a witness coordinator?
A No.
Q Wat's your enploynment history with the | RS?
A | have worked as an investigative analyst for the Internal
Revenue Service, as well.
Q \Wat does an investigative anal yst do?
A | reviewed returns for accuracy and conpare them agai nst
fraudul ent returns.

Q How often did you see -- are you famliar with an 8275
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regul ati on di scl osure statenent fornf
A  No, | amnot.
Q So in your history of review ng fraudul ent returns, you
had never seen that form before?
A Potentially fraudulent returns, no, | have not seen this
before, not that | recall.
THE WTNESS: Could we go to the fourth page. Yes,
nma' am could we highlight the second, third and fourth
par agr aph.
BY MR BARNES:
Q Could you read that please, M. Crow ey.
A "Since according to 1.861-8(4), a taxable source nust

first be determ ned before taxable i ncone can be determ ned,

these receipts nust therefore be exenpt from Subtitle A taxes.

The cal cul ations on the attached 1040 (1040X) formreflect
that position.

"Based on those cal cul ations, there should be a conplete
refund of all noneys paid in. Should the IRS disagree with
this position, please schedule an admi nistrative | aw judge
review on this nmatter pursuant to the Admi nistrative
Procedures Act 5 USC 556(d). The IRS, under the Freedom of
Information Act, has admitted that it is subject to the
Admi ni strative Procedures Act. That being the case, the
courts have ruled in nunmerous cases that we would be entitled

to a fair trial administratively. Sone of the rulings are

30
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i sted bel ow. "

MR, BARNES: Can we go to the next paragraph.
BY MR BARNES:
Q Could you read that, where it starts "due process."
A "Due process in adninistrative hearings includes a fair
trial conducted in accordance with fundanmental principles of
fair play and applicabl e procedural standards established by
| aw, and admi ni strative conveni ence or necessity cannot
override this requirenent."
Q In your experience with evaluating returns, how often does
someone request an administrative hearing in that |anguage?
A That | don't know. Wen -- in my experience with
eval uating returns, when it cites case |aw or cases, they go
into a funny box area.
Q They go into -- Say that again.
A A funny box.
Q If they cite cases, they go into the funny box?
A That's correct.

MR. BARNES: Could we go back to the page one.
Thank you, ma'am Could we go to the bottom Could we
highlight the jurat. Just that one is fine.
BY MR BARNES:
Q In your experience of evaluating returns that could be
fraudul ent, did any of those returns tell the I RS upfront that

it was being filed under no penalties of perjury because the
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i ndi vi dual was unsure of the position?
A | could not answer that.

MR. BARNES: Could we go to the top of the page.
Hi ghli ght the resident section
BY MR BARNES:
Q Wat city and state and ZIP code is listed there?
A New York, New York, 10022.
Q You nentioned earlier that this was sent to the Andover,
Massachusetts service center.
A That's correct.
Q Is the Andover, Mssachusetts service center the place for
people to send returns who reside in New York City?
A Yes; as well as anyone in the country can al so send them
W will accept returns fromanywhere in the country.
Q Sure.

MR. BARNES: Could we go to Exhibit 39-1.
BY MR BARNES:
Q \Wat address is listed in the city and state section for
that return?
A New York, New York, 10022.

MR, BARNES: Could we go to the bottom of the second
page. Could you highlight the very bottom
BY MR BARNES:
Q \Wat date is listed for the return date filing?

A Wll, the date that's listed for the signature there --
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Q Next to the signature.
A -- will be Cctober 14th, 1994.
Q Is that because -- does that happen when soneone requests
an extension?
A Yes, it can happen. They haven't -- there is two
extensi on dates they have, the | ast one being Cctober 15th.

MR, BARNES: Can we go to Exhibit 39-2. Could we go
to the top.
BY MR BARNES:
Q Wat city and state is |listed as the residence on that
forn®?
A  Well, first off, | don't think this is necessarily listing
as the residence, but the city and state that's listed on the
formis New York, New York, 10022.

MR, BARNES: Could we go towards the bottom Ri ght
there. Alittle further down.
BY MR BARNES:
Q Does that say -- can you read where that was mmil ed fronf
A That would be a stanp that says where it was received, and
| can't read all of it from here.

MR, BARNES: kay. Can we below up that.
BY MR BARNES:
Q Can you identify where that was received?
A It looks like the Brookhaven service center in Holtsville,

New Yor k.
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Q Is that the service center that accepts returns from
peopl e who reside in New York City?
A Yes, the people can send themthere.

MR, BARNES: Can we go to Exhibit 39-3. Can we go
to the top.
BY MR BARNES:
Q Wat city and state are listed under M. Snipes' nane?
A New York, New York, with the ZIP of 10022.

MR. BARNES: And could we go to the stanp section.
And could we bl ow t hat up.
BY MR BARNES:
Q And where is the service center that accepted that?
A  Brookhaven service center, Holtsville, New York

MR. BARNES: Can we go to the bottom of page two.
BY MR BARNES:
Q Does that have a date next to the nane of the CPA?
A Yes, it does.
Q \Wat date is that?
A It appears to be Septenber 24th, 1996.
Q And this would be if two extensions had been requested and
grant ed?
A | couldn't say if that's why it was that date, but -- |
nean, the date is when the preparer signed it. Wy it's that
date, | couldn't tell you

Q So you didn't do any searches for what extensions were
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requested during this period of tine when you were searching
the IRS files?
A Not that | recall, no.
MR. BARNES: Go to 39-5.
BY MR BARNES:
Q Wat city and state is |isted?
A New York, New York
MR. BARNES: And could we go down to the stanp
section.
BY MR BARNES:
Q Wich service center was it received in?
A I RS in Brookhaven, New York
MR. BARNES: And could we go to the bottom of page
t wo.
BY MR BARNES:
Q \Wat date is listed next to M. Snipes' and M. Canter's
name?
A It appears to be Cctober 15th, 1998.
Q Does it appear that the dates are witten in by the sane
person?
A It's hard for me to tell. | couldn't tell from here.
MR. BARNES: Could you bl ow the dates up.
BY MR BARNES:
Q Does it appear that whoever wote the dates in was the

sane person?

35
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A Again, | amnot -- you know, |I'mnot an expert. It
appears that they could be, but | amnot an expert to know
what it is.

MR. BARNES: If we can go to 39-6.
BY MR BARNES:
Q Wat city and state are listed for the 1998 return?
A New York, New York

MR. BARNES: Could we go to the stanp section.
BY MR BARNES:
Q Wich service center received this return?
A |IRS center at Brookhaven, Holtsville, New York

MR, BARNES: Could we go to the bottom of the second
page.
BY MR BARNES:
What date is listed next to M. Canter's name?
10/ 5/ 1999.
Is there any date listed next to M. Snipes' nane?

No, there is not.

o r» O » O

Let's tal k about how docunents get filed with the IRS
Sonme of the docunents you reviewed included audit logs; is
that correct?

A That's correct.

Q And sone of themincluded correspondence |ogs; is that
correct?

A That's correct.
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Q And sone of themincluded the individual master file
records; is that correct?
A | believe they did, yes.
Q Wat is the individual master file?
A Wll, the nmaster file is what we have on each individua
based on their Social Security nunber. That's how we keep
track of their file in the system
Q Wiat information is stored in that nmaster file?
A Their name, their Social, their filing history, what they
have entered on their returns, and any work that we may be
doing in the Internal Revenue Service.
Q Are there things called transacti on codes on an individua
master file?
A Yes, there are.
Q Wat is a transaction code?
A That's a code that tells those of us working in the
service center or anybody working for the I RS what may be
happeni ng on the account.
Q Wat sort of things would be entered as transacti on codes
on that account?
A  \Well, some of themwould be a return comng in, paynents
processed, as well as taxes assessed and notices, sone
noti ces.
Q Would correspondence fromthe taxpayer to the I RS be kept

in the individual nmaster file?
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A No, not usually.
Q So the taxpayer's correspondence is not kept in the naster
file?
A It does not come in and it's kept all inits own on the
master file. Sonmebody nmay read the correspondence, try and
deci pher what's supposed to be going on with that information
and then send it to sonebody el se who may work it.

When they do, if it's sonething that they are going to
wor k and conpl ete sone processes on, it would then be given a
| ocat or nunber possibly, or it may be attached to the original
return.

Q Are you familiar with the term"notice of deficiency"?

A Yes.

Q Wuat is that, fromthe I RS perspective?

A | have to renmenber. Deficiency is that you owe taxes and
we are sending you a letter saying you owe us noney.

Q Is a notice of deficiency -- is there a transaction code
entered on an individual's master file to show that a notice

of deficiency was sent to the taxpayer?

A There shoul d be, yes.

Q Do you know what a notice of disallowance is?

A No, | do not.

Q \What about -- what is the business nmaster file?

A That's the sane information, but for a business. If you

have an enpl oyer identification nunber, the business naster
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file would keep all the information for the business.

Q Wat is a Privacy Act transcript?

A | can't -- | do not know on that one.

Q Is there a -- does a taxpayer have a right to access their
information stored or kept with the IRS through the Privacy
Act? Are you familiar with that?

A The only thing | amfaniliar is that a taxpayer has the
right to request under the Freedom of Information Act
informati on on there.

Q And what is the |DRS?

A It is the integrated data retrieval system
Q Wuat is -- how does that work in your job?
A Wll, that's all the databases that are available to us

are integrated, so | can request information fromthose
dat abases fromny termnal.

Q Wat is an ERPL?

A | do not know.

Q Are you familiar with an I RS publication known as "Your
Ri ghts As a Taxpayer"?

A | know that there is sonmething of that, but | am not
famliar with it, no.

Q So you are not famliar with the publication "Your Rights
As a Taxpayer"?

A That's correct.

Q And you said you obtained the records that were requested

39
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fromyou; is that correct?
A That's correct.
Q Dd-- were -- the correspondence | ogs of M. Snipes, was
it requested that you obtain those records?
A They were actually attached with sone of the returns.
Q D d you do a separate search for all of the correspondence
that M. Snipes sent in?
A Yes.
Q And you didn't find anything, except what you reported
t oday?
A | believe that's correct.

MR. BARNES: Okay. Can we go to defense -- |I'm
sorry -- Governnment's Exhibit 87-2. Could you blow it up.
BY MR BARNES:
Whose nane is listed at the top of the letter?
Wesl ey T. Sni pes.
And what date is |isted?
9711 Deacon Court -- I'msorry. You said the date.
Yeah, you can list that.
Al right. 9711 Deacon Court, Wndernere, Florida, 34786.
And what date?
March 3rd, 2000.
And who is it addressed to?

Internal Revenue Service, Atlanta, Georgia 39901

o » O r»r O r O r O r O

Coul d you please read that letter
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A "Encl osed please find a power of attorney from authorizi ng
those listed to serve as ny attorney in fact regarding any | RS
nmatters that nmay arise. As you can see fromthe encl osed
affidavit of inconpetence, | am unable to understand, nuch
| ess properly answer your questions, and therefore nust insist
that you direct all inquiries to nmy attorneys in fact.

"Since | amin the process of sending or have already sent
ny pertinent books and records to Mount Plynouth, Florida,
pl ease transfer ny file to the Maitland or Ccala, Florida
district serving Mount Plynouth, and direct all future
correspondence to 25525 SR 46, Suite Two, Munt Pl ynout h,
Fl orida, 32776.

"I'n the event it beconmes necessary for the IRS agents in
Florida to nmeet with ny attorneys in fact, they will have a
t el ephone nunber where | can be reached at the tinme to answer
any guestions that nmy attorneys in fact nmay be unable to
answer . "

MR. BARNES: Can you go to the bottom

BY MR BARNES:
Q \Wose nane is listed there?
A \Wsley T. Snipes.
Q So in your search of the IRS correspondence | ogs and ot her
files, you didn't find this docunent?
A No.

MR. BARNES: If we could go to 87-10.

41
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BY MR BARNES:

Q Wose nane is listed -- whose nane and address is |isted
at the top?

A \Wesley T. Snipes, 9460 W shire Boul evard, Nunber 400,
Beverly Hills, California, 90212.

Q And what date is |isted?

A  Septenber 26th, 2000.

Q And who is it addressed to?

A Internal Revenue Service, Fresno, California 93888.

Q And that's a different service center than the Atl anta,
Georgi a service center?

A That's correct.

Q If a person has multiple residences, could different
service centers be engaged with that taxpayer?

A The different service centers are all able to receive
correspondence and filings, so --

Q They are also able to send stuff out; correct?

A That's correct.

Q Could you please read -- is this letter the sane as the
letter that you just read?

A It does appear to be.

Q Inthe letters, the third sentence, does it reference an
encl osed affidavit of inconpetence? Do you see that?

A "As you can see fromthe enclosed affidavit of

i nconpetence, " yes.

42
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MR. BARNES: Could we go to Exhibit 87-11
BY MR BARNES:
Q | have one question. How |long have you been working for
the | RS?
A  Since 1998.
Q Do you -- have you actually read the entire Interna
Revenue code book and regul ati ons?
A No.
MR, BARNES: Could we highlight the top five.

BY MR BARNES:
Q VYes. Could you read those first five sentences.
A "Affiant's nane is Wsley T. Snipes.

"Affiant does not understand Title 26 Internal Revenue
code, and does not know if it applies to Affiant.

"Affiant does not understand Title 26 code of Federa
regul ati ons, and does not know if it applies to Affiant.

"Affiant has never received a notice fromthe Interna
Revenue Service stating Affiant is a taxpayer

"Affiant has never received a notice fromthe Interna
Revenue Service stating Affiant is liable for a particular
tax."
Q In your review of the docunents, you didn't find this
docunent either?
A Not that | am aware of, no.

MR. BARNES: Could we go to 87-20.
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BY MR BARNES:

Q Could you read the top, the nanme, and then what his
desi gnhation is.

Mlton H Baxley, I, |awer.

And what date is this letter?

June 29, 2001

And who is it addressed to?

> O >» O >»

| nternal Revenue Service, 111 Constitution Avenue,

Nort hwest, Washington D.C

Q |Is that where the national office of the IRS is |ocated?
A | believe so.
Q |Is that where the national office of the chief counsel of

the IRS is |ocated?

A That | couldn't answer. | don't know.

Q Could you read the -- on the right side, what is that at
the very top?

A  RET Recei pt Nunber 70993220001048618758.

Q Are you famliar with taxpayers and individuals sending in
docunents by certified mail to the | RS?

Yes.

Does that look Iike a certified nail receipt nunber?

It appears to be.

Whose name is |isted next?

RE: Wesley T. Snipes.

o r» O > O P

And what's the Social Security nunber |isted?

44
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A I
Q And it has tax years '99 and 20007

A That's correct.

Q Could you please read the letter, beginning: "Dear Sir or
Madam "

A | have a power of attorney for my client, copy encl osed,

and hereby request that you provide nme with a determ nation of
tax status of Wesley T. Snipes for the years 1999, 2000. This
request is not intended to question or challenge the authority
of the service to enforce the code or collect information and
nei ther should it be construed as such.”

Q Keep going.

A "M/ request is this: Please issue a letter of

determ nation as to whether or not ny client was made |iable
for the individual income tax return inposed by 26 USC 1 for
each of the above |isted years."

Q Keep going.

A "l hereby request a copy of the findings of fact and
conclusions of law that you will use as a basis of your

determ nati on pursuant to the Administrative Procedures Act;

specifically 5 USC 556(d). | ask for the determnation letter
to be sent within 30 days of the date on this letter. |If nore
time is needed, please make a witten request and it will be
granted. "

Q Keep going.
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A "Shoul d your deternination be that nmy client has been nade
l'iable pursuant to 26 USC 6011 for any of the years in
question, this is also a request for a conference with you
pursuant to Section 8.02(7) to discuss your findings."
Q Keep going.
A "l have never asked for a determ nation or letter ruling
on these issues or ones simlar to themfor my client. | have
never asked for a determination or letter ruling and w t hdraw
it before a determ nation was issued.”
Q And the next.
A "Enclosed is a check for 275 dollars, paid pursuant to the
schedul e of user fees for the requested determnation."
Q And the next.
A "If this is not a proper format for making this request,
pl ease send that format with instructions to nme. Please
respond within 30 days."
Q And what is at the very bottomin that box?

MR. BARNES: Could we blow that up.
BY MR BARNES:
Q \Wat does that say?
A "You are hereby put on notice that this letter nust be
filed as a permanent part of client's RS TDA Al M5/ | M-/ 23C
record. |If such records have been del eted or substituted,
this denand still applies." Initial "MB."

Q And in your search, you did not find this letter?
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A | did not, no.

MR. BARNES: Could we go to 87-21.
BY MR BARNES:
Q Wose nane and what is his designation listed at the top?
A Brian D. Malitesta, CPA
Q Let ne ask you a question. Are you fanmiliar with the term
"exam nation" in the |IRS?
A Yes.
Q Wat is an examnination?
A \Well, the exam nation is when, for sone reason, the
I nternal Revenue Service thinks that we need to review the
information that you have and the information that we have,
because they don't seemto jive, so we maybe would do an exam
Q |Is another word for "exam nation" "audit"?
A | couldn't say another word for that, but "audit" has been

known to be siml ar

Q Is one nmethod of doing an audit doing it in person by
interview?
A | believe so. | amnot an expert on that.

MR. BARNES: Could we blow up to who the letter is
addressed to.
BY MR BARNES:
Q Wo is the letter addressed to?
A Internal Revenue Service, Leila D. Richardson, Chief ACS,

Doraville, Georgia.

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

48

Q Wat is "ACS'?
A | don't know.

MR, BARNES: Could we blow up the right side.
BY MR BARNES:
Q Does that appear also to have a certified return receipt
nunber ?
A It does appear to, yes.
Q And whose nane does this correspondence concern?
A \Wsley T. Snipes.
Q And is that the Social Security nunmber you listed earlier
in reviewing his returns?
A Yes.
Q And what does the subject say?
A "Request for exanination interview"

MR. BARNES: Could we go to the substance of the
letter, starting with "I have power of attorney." Could we
bl ow that up, that first -- thank you.

BY MR, BARNES:

Q Could you start with "I have power of attorney."
A "l have power of attorney, POA, for Wsley T. Snipes
regardi ng Federal tax matters. | recently received your

letter LTR 2050 dated 5/19/01 referencing ny client."
Q Could you continue reading.
A "In that there is a disagreenent with the initial findings

by the IRS, | amrequesting an exam nation interview pursuant
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to 26 CFR 601.105(b)(2), and I RS Publication Nunber 1, 26 CFR
601. 105(b) (2) states: Two, office exanination."

| think that's an "i." "Adjustnments by exanination
division at service center. |If the taxpayer requests an
interview to discuss the proposed adjustnents, the case is
transferred to the taxpayer's district office. |If the
t axpayer does not agree to proposed adjustnents, regul ar
appel | ate procedures apply."

Q And what does it say in the next paragraph?

A "Before the appeals conference is held, there nust be an
exam nation interview provided when requested as cited above.
I RS Publication Nunmber 1 also affirnms the right to this
interview. Regarding exam nation interviews, Publication
Nunber 1 states: By nmil we handl e nany exam nations. You
can request a personal interview with an exam ner.

"By interview, if we notify you that we will conduct your
exam nation through a personal interview or you request such
an interview' -- I'msorry -- "or you request such an
i nterview, you have the right to ask that the exam nation take
pl ace at a reasonable tinme and place that is convenient for
both you and the IRS. "

Q And what is the |last paragraph
A  "The ol der Publication Nunber 1 included a flow chart,
copy attached, showi ng that upon di sagreenent with the initial

findings of the IRS, the first step of due process is the
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exam nation interview.
"In that the IRS has presuned ny client has a tax
liability, | amrequesting an exam nation interviewto
i nvestigate and to determnine whether or not there is a tax
liability. | ask that you respond to ny requests for an
exam nation interview within 30 days."
Q And who is the letter copied to on the botton? Do you see
that "C'?
A "C Wsley T. Snipes."
MR. BARNES: Could we blow up the box.
BY MR BARNES:
Q \Wat does that box say?
A "You are hereby put on notice that this letter nust be
filed as a permanent part of client's RS TDA Al M5/ | M- 23C
record. |If such records has or have been del eted or
substituted, this denand still applies."
Q Wen you did your search for records, you did not find
t his docunent ?
A That's correct.
Q And if the -- if soneone in the IRS had shredded t hese
docunents, then you would not be able to |ocate them correct?
A  That woul d be true.
MR. BARNES: Your Honor, this might be a good tine
for the norning break.

THE COURT: Al right. It's midpoint of the
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norni ng, roughly. Menbers of the jury, let's pause for our
ni dnor ni ng recess, 15 ninutes.

(Short recess taken.)

(Jury present.)

THE COURT: Thank you. Be seated, nenbers of the
jury.

Al right. M. Barnes, you nay continue.

MR. BARNES: Thank you, Your Honor.

If we can go back, ma'am to Exhibit 87-21. This
woul d be CGovernnent Exhibit 87-21.

Can we go to the second page? Could you bl ow t hat
up?
BY MR BARNES:
Q M. Crowey, are you fanmiliar with a -- with that -- have
you seen sonething like that docunment before?
A. | believe | have.
Q And what is it?
A It looks like it's part of a certified letter return
receipt.
Q And who is the article addressed to?
A. IRS. L.D Richardson
And does it have a received stanp?
Yes, it does, July 9, 2001.

Is that an I RS received stanmp?

> O > O

Yes, it is.
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Q Do you see the nunber on the bottonf
A.  The 7001 nunber, yes.
Q Yes.
MR. BARNES: Could we go to Page 1, the top
ri ght -hand corner?

BY MR, BARNES:

Q Is that the sane nunber?

A | don't knowif it's the same nunmber. | would have to

| ook at them side by side. It appears to be, but | -- because
|'"mseeing them-- |'mnot seeing them side by side, |

couldn't say.
Q Sure.

MR. BARNES: Could we go to Page 3?
BY MR BARNES:
Q Do you recogni ze that?
A. | think that's the other side of it, actually, going back
to the sender for the certified.

MR. BARNES: If we could go to Page 4? | think it's
WS- 01473.

Could we turn that the other way? Could we bl ow up
the top |l eft-hand corner?
BY MR BARNES:
Q Do you renenber the letter referencing an I RS appeal chart
or IRS chart?

A. | renenber it referencing a chart, yes.
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Q Can you read what the top |left-hand side says?

A.  "lIncone tax appeal procedure," and | believe it says "at
any stage."

Q "At any stage"?

A. Correct.

Q Go ahead.

A.  "You can agree and arrange to pay. You can ask for a

notice of deficiency so you can file a petition with the Tax
Court, and you can pay the tax and file a claimfor refund."
MR. BARNES: Could we go down to blow up the
ri ght-hand side where it says "choice of action," right there?
BY MR BARNES:
Q Can you read what it says in that niddle box?
A. You'll have to be nore specific. I'msorry, | --
Q Right there.
A. Right there? | can't read that, no.
MR. BARNES: Could we blow that up?
BY MR BARNES:
Q Can you read it now?
A. It appears to be "choice of action."
Q Ckay.
MR. BARNES: Can we go back to that hal f?
BY MR BARNES:
Q Wiat's the "choice of action" on the bottonf

A. The first words there say "pay tax, file claimfor
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refund.”
Q And what is the choice on the top?
A. "Do not pay tax, petition to Tax Court."
Q Could you -- after it says "file claimfor refund," what
does the next box say?
A. "Consideration of claimfor refund.”
Q Does the chart appear to have on the bottom what the
taxpayer or citizen would do and the bottom how the I RS woul d
respond?
A | don't knowif that's howit's set up.
Q ay. And what does it say after "consideration of claim
for refund"? What's next?
A, "Prelimnary notice."
Q And after the prelininary notice, then what happens?
A.  The next box says "request for appeals conference, witten
protest when required."

Q And what is the next box?

A.  "Appeal s conference."

Q And what is the next box?

A.  "Formal notice disallowance of claim"”

Q And what is the final box?

A "US. District Court or Claims Court."

Q You referenced a 1040X refund claimthat had been fil ed?
A, Yes.

Q In your review of the files, did you find any fornal
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notice disallowance of claimto M. Snipes?
A. No, | did not.
Q D d you find any appeals conference for M. Snipes?
A. No, | did not.
Q D dyou find any request -- did you find any prelimnary
notice to M. Snipes?
A. Not that | recall, no.

MR. BARNES: Can we go to the top box?
BY MR BARNES:
Q \Wat does it say after "do not pay tax"?
A. "Petition to Tax Court."
Q If the IRS issues a notice of deficiency, is that what
all ows the taxpayer to go to Tax Court?
A, Yes.
Q And what does it say next?
A Wll, tothe right on the solid line it says "Tax Court."

Above it on the dashed line it says "appeals conference if

previ ously bypassed."

MR, BARNES: Can we go to Governnent Exhibit 87-23?
BY MR BARNES:
Q In your reviewof all of the IRS files, did you find any
notice of deficiency that was ever sent to M. Snipes?
A. Not that | recall.

MR. BARNES: Can we blow up the top section?

BY MR, BARNES:
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What nane is listed at the top?
Mlton H Baxley, II.

And what is his designation?
Lawyer.

And to the left, what date and who is it addressed to?

> O » O > O

July 25, 2001, Departnent of the Treasury, Internal
Revenue Service, Ofice of Chief Counsel, M. Roy Hirschhorn,
Assi stant Branch Chi ef, Incone Tax and Accounting, Washi ngton,
DC 20224.

Q Are you familiar with the Ofice of Chief Counsel for the

| RS?

A. | just know we have an office. That's all.
Q He's the top | awer.

A. | wouldn't know for sure.

Q Ckay.

MR. BARNES: Can we go to the right-hand side?
BY MR BARNES:
Q Does that also have a certified return recei pt nunber?
A It does appear to, yes.
Q And whose nane is it in reference to?
A. Wesley T. Snipes.
Q And is that the sanme Social Security Nunmber you've
identified previously as associated with M. Snipes?
A, Yes.

Q And what does the subject say?
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A. "Determnation of status request, reply, CCcolon IT and A
colon six."
Q Does the IRS -- when they send out various letters or

correspondence, do they have various designations |ike that
for who to send back the letter to?

A.  Yes, they woul d.

Q Could you begin reading the letter from"M. H rschhorn"?
A. This is to M. Hirschhorn

Q That is correct.

A, "M. Hrschhorn, | have power of attorney in federal tax
nmatters for Wesley T. Snipes. | amin receipt of your

response dated July 6, 2001. W did not submit an application
for pernission to change ny client's accounting period for
federal inconme tax return purposes. Therefore, the entire
content and focus of your letter are irrel evant and
nonresponsive to our letter requesting a determ nation or
status for Wesley T. Snipes from 1999 to 2000."

Should | continue?
Q The next paragraph?
A. "W are resubnmitting a copy of the original letter
requesting a determnation of status and al so the origina
check pursuant to the fee schedule for deternmination letters.
We ask that you respond appropriately and provide my client
with a determination of status letter declaring his |awf ul

status regarding the individual inconme tax."
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And is it signed by soneone?
It does appear to be.
Who does it appear to be signed by?

It appears to be MIton H Baxley, II

Wesl ey T. Sni pes.

o >» O > O > O

appear to be the sane box that was on the forner

correspondence?

58

And who does the letter say it is being copied to?

And the box in the bottomright-hand corner, does that

A Yes.
Q In your review of the files, you didn't find this docunent
either?

A. Not that | recall, no.

MR. BARNES: Could we go to the second page? The

third page? There it is. Could we blow that up

BY MR, BARNES:

the top?

Q Does this appear to be a letter fromthe IRS Ofice of

Chi ef Counsel ?

A.  Yes, it does.

Q And what does it say -- does it appear to be addressed

to -- who does it appear to be addressed to?
A.  Snipes, Wsley T., care of MIton N H Baxl ey,

State Road 46, Suite 2, Mount Plynouth, Florida.

1, 25525

Q And is there a top hand (sic) corner which says "refer,

reply to"?
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A.  Yes, there is.
Q And is that simlar to what was on the begi nning of the
letter?
A, Yes.
Q Can you read the letter from"Dear Sir or Madani?
A. "W have received the encl osed application for permn ssion
to change your accounting period for federal incone tax
pur poses and the check to pay a user fee for this change.
REVPRCC 66 dash 50, 1966 dash 2, CB 1260 provi des a procedure
whereby you may qualify to make the change automatically by
filling" -- "filing your application with your Service Center
We are returning your check and the application so that you
nmay revi ew REVPROC 66 dash 50 to deterni ne whether you qualify
to make the accounting period change autonatically."
Q Does this -- so the first letter appears to be a response
tothis letter?
A. It would appear to be.

MR. BARNES: Could we go to Governnent Exhi bit
87-267?
BY MR BARNES:
Q Are you famliar with what's called a CP540 notice?
A I'mfamliar with sone forns, but | can't say that |'m
famliar with all of them W have way too many.
Q Are there sone letters that the I RS sends out to people

that are conputer generated?
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A, Yes.
Q Is one of those notices a notice requesting information
about their return status?
A. That's correct.
Q Are you famliar with what that letter |ooks like?
A, Yes.
Q Is that letter -- and that letter is one of those letters
that's conputer generated?
A. That's correct.
Q Could you please see who the letter is addressed to?
A. \Wesley Snipes, care of MIton H Baxley, Il, 25525 SR 46,
Suite 2, Mount Plynouth, Florida.
Q Ckay.

MR, BARNES: Could you blow up the first paragraph?
BY MR BARNES:
Q Read the first paragraph
A.  "According to our records, you have not filed your Form
1040 for the tax year 1999 and have not paid the amount of
tax, penalty and interest you owe on that form"
Q Could you go down to the fourth -- I'msorry -- the fourth
par agr aph?
A, "If you think you're not required to file this return,
pl ease explain why on the back of the tear-off stub at the
bottomof this letter and send it to us. |If you are required

to file but have not done so, please, one, conplete and sign
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your tax form and attach any supporting schedul es and
statenents; two, attach your paynent for any anount you owe;
three, attach the tear-off stub fromthe bottomof this notice
and, four, send all these itens to the address shown at the
bottom of this notice."

MR. BARNES: Can we go to Page 2 of this exhibit?
Page 3? And blow up the top.
BY MR BARNES:
Q Wwo is the -- is this the sane attorney Baxley at the top?
A. That's correct.
Q And that box that's at the -- now put at the top, is that
t he sane box about --

MR. BARNES: Well, blow up the box, if you may.
Thank you.
BY MR BARNES:
Q \Wat does the box say?
A.  "You are hereby put on notice that this letter nust be
filed as a permanent part of client's IRS TDA AIMS | M- 23-C
record. |If such records has or have been del eted or
substituted, this denand still applies."
Q Do you know what TDA is?
A. No, | do not.
Q \What about Al M5?
A. | just know those are areas in the IRS, but | don't know

what they are exactly for.
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Q Ckay.

MR. BARNES: Could we go to the -- who it's
addressed to, first, on the right -- left-hand side?
BY MR BARNES:
Q Wwo is the letter addressed to?
A.  Internal Revenue Service, Attention: Chief ACS, 4800
Buf ord Hi ghway, Chanbl ee, Georgi a.
Q Does ACS stand for automated coll ection services?
A. | believe it does.
Q And that is who would nornally be |listed as sending out
the comput er-generated notice?
A. They woul d be one of the people.
Q Thank you.

MR, BARNES: Could we go to the top right-hand side?
BY MR BARNES:
Q Does this also have a certified nmail nunber?
A. It does appear to, yes.
Q And does it also involve M. Snipes with his Social

Security Number?

A, Yes.

Q And does the subject say CP5407?

A, Yes, it does.

Q And the CP540 is that notice we were referring to earlier?
A. | believe so.

MR. BARNES: Could we go to the beginning of the

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

63

letter?
BY MR BARNES:
Q Could you read fromafter "Dear Chief ACS"?
A. "l have power of attorney to act on behalf of Wsley T.
Sni pes regarding federal tax matters with the Internal Revenue
Service. | amin receipt of your CP504 |etter of Septenber 3,
2001. "
Q Could you read the next paragraph?
A. "In your letter you state that if ny client is not
required to file a return to explain why. According to the
director of the Internal Revenue Service Center in
Phi | adel phia, the |law does not require individuals to file a
Form 1040. |If this director is incorrect pursuant to 5 U S. C
556(d), please provide ne with the Public Law that requires ny
client to file a Form 1040. Upon receipt of a copy of that
law, | will advise ny client to fill out and submit a Form
1040."
Q Can you read the | ast paragraph?
A "My intention is to assist you in this nmatter. | wll
advise ny client to pay in full any tax clai mdue upon your
tinmely proof of claim™

MR. BARNES: Can we go to the bottomof the letter?
BY MR BARNES:
Q Does that have M. Baxley's signhature?

A.  Yes, it does appear to.
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Q Does it enclose the POA and the other correspondence?
A. It does.

MR. BARNES: Can we go to Governnent Exhibit 87-277?
I"msorry. 87-28.
BY MR BARNES:
Q Does this also appear to be a letter fromattorney MIlton
Baxl ey?
A, Yes.
Q Does the box appear to be the sane box you read
previ ousl y?
A. It does appear to be.

MR, BARNES: And can we blow up the |eft-hand side?
BY MR BARNES:
Q \Wat does that say?
A. Internal Revenue Service, Attention: Chief ACS, Atlanta,
Geor gi a.

MR. BARNES: And can we blow up the right-hand side?
BY MR BARNES:
Q Does that have also a certified receipt?
A. It does appear to.
Q And does it also involve M. Snipes and his Soci al
Security Number?
A, Yes.
Q And what does the subject line say?

A. "Determination of status request."
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MR. BARNES: Could we go to the beginning of the
letter?
BY MR BARNES:
Q Could you begin reading where after "Dear Chief ACS"?
A. "l have power of attorney regarding federal tax natters
for Wesley T. Snipes. | have received your CP540 of 10-1-01
and 10-13-01 regarding my client."
Q That's the same CP540 conputer-generated notice we tal ked
about earlier?
A. | believe so. | can't -- | don't have the docunents right
here to say they are.
Q Sure. Keep reading where it says "this letter."
A. "This letter is express notice that | have subnitted a
request in behalf of Wsley T. Snipes for a deternination
letter regarding their status for tax purposes. Enclosed is a
copy of that letter."
Q And keep reading.
A.  "The Internal Revenue Manual at Section 1.2.1.11.2, policy
statenent P-11-23, approved 6-14-67, states in part, one,
rulings and deternination letters in general. Rulings and
determ nation letters are issued to individuals and
organi zations upon witten request whenever appropriate in the
interest of wise and sound tax adm nistration as to their
status for tax purposes and as to the tax effect of their acts

or transaction prior to their filing returns or reports as
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requi red by the revenue | aws, enphasi s added. "
Q And keep reading.
A. "According to the cited policy statement, nmy client is not
required to file any returns or reports prior to the receipt
of determination of status letter fromthe IRS as Wsley T.
Sni pes coul d not possibly know what forms or returns, if any,
woul d be applicable to himuntil the determination is
received. Therefore, | request that further correspondence
and collection activity cease until the IRS has issued its
determ nation of status letter for ny client. Conpliance with
policy statenent P-11-23 will ensure due process for ny
client."
Q And it's also signed by attorney Baxley?
A. That's correct.
Q And it includes an enclosure of the copy of the
decl aration letter request nade previously?
A. Deternmination letter request, yes.

MR BARNES: Co to Governnment Exhibit 98-2.
BY MR BARNES:
Q By the way, are you familiar with the Internal Revenue
Manual ?
A | amfamliar with just small portions of it. It's a
| arge --
Q Big book?

A Very.

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

67

Q Not as big as the Internal Revenue Code and regul ati ons
but still big?
A. Correct.
Q Wat is it, in general?
A It tells us howto do our job in the IRS.
Q Does this also appear to be another letter from attorney
Baxl ey?
A. That's correct.
Q Andis it simlar to the sane letter requesting a letter
of determ nation? Does this appear to be another -- another
| etter along those sane |lines?
A. Well, his request is asking for a letter of determ nation,
yes.
Q As to whether or not ny client was made liable for the
i ndi vi dual income tax, correct?
A. That's correct.

MR. BARNES: Can we go to Governnment Exhibit 1067
BY MR BARNES:
Q Does that have a nane and address at the top?
A, Yes, it does.
Q Is it Wesley Trent Snipes and lists Marina Del Rey and
Cal i forni a?

MR. McLELLAN: Obj ection, Your Honor.

MR. BARNES: Ckay.

BY MR, BARNES:
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Q Read it.

THE COURT: What's the objection, M. MLellan?

MR. McLELLAN: | don't believe this exhibit has been
recei ved into evidence.

THE COURT: |Is that part of Governnent Exhibit 106,
counsel ?

MR, McLELLAN.  Yes, Your Honor

THE COURT: M. Barnes?

MR. BARNES: | believe it was part of what was
i ntroduced yesterday as part of the rule of conpleteness under
Rul e 106 grounds. | had it witten down as being admitted,
but I nmay be incorrect.

THE COURT: Do you have Governnent Exhibit 106
before you there?

THE WTNESS: No, | do not.

THE COURT: Well --

MR. BARNES: | can skip that one for now,
Your Honor.

THE COURT: Go ahead, then. Pass it over. o
ahead.

MR BARNES: Covernnent Exhibit 126-1.
BY MR BARNES:
Q Does this also appear to be a letter from CPA Brian
Mal at est a?

A Yes.
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Q And he was on earlier correspondence sent to the IRS
correct?
A. That's correct.
Q And this is a letter requesting an exanination interview?
A. That's correct.

MR. BARNES: Can we go to Governnent Exhibit 126-2?
BY MR BARNES:
Q Does this appear to be the sane CP540 notice that we
previ ously discussed?
A. | would not -- without putting them side by side, |
woul dn't know for sure, but it does appear to be a notice for
1040 for 1999.
Q And it has the sane |anguage in the fourth paragraph: "If
you think you are not required to file this return, please
expl ain why on the back of the tear-off stub at the bottom of
this letter and send it to us"?
A. That's correct.

MR. BARNES: Can we go to Governnent Exhibit 126-3?
BY MR BARNES:
Q Does this appear to be a copy of the sanme CP540 notice?
A, Yes, it does.
Q Does the IRS maintain rmultiple copies of such
correspondence on occasi on?
A If it's sent back and forth between the taxpayer, we

woul d.
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Q But in your review of what you saw, you didn't find any of
t hese docunents?
A. Not that | recall, no.
MR, BARNES: Governnent Exhibit 127. Go to the top.
BY MR BARNES:
Q Wat address and nane is listed at the top?
A, Wesley Trent Snipes, 4712 Admiralty WAy, Nunber 568,
Marina Del Rey, California
Q Does it also appear to have a certified mail nunber?
A. It appears to have sonmething handwitten in, yes.
Q And on the left side, is it a letter to the area director
of the Internal Revenue Service?
Yes.
And when is it listed as being received?
That stanp there is June 9, 2004.

Coul d you read the first paragraph?

> O > O >

"One, Wesley Trent Snipes, hereinafter requester, has
docunentation in the formof a published book and an

i ndependent research paper that this request w shes to have
nade part of the permanent admi nistrative records identified
by the requester's Social Security account nunber and nane."
Q And when you reviewed the records, you did not find this
letter?

A. Not that | recall.

Q And you did not find the attachnments included or
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referenced in the letter?
A. Not that | recall.

MR BARNES: Covernnent Exhibit 128-1.
BY MR BARNES:
Q W does this letter appear directed to?
A. Director of International Operations, |Internal Revenue
Service, 1111 Constitution Ave. Northwest, Wshi ngton, DC
Q Is it also addressed to soneone else as wel|?
A.  Yes, Area Director, Internal Revenue Service, Fresno,
Cal i f orni a.
Q And are there two different certified mail nunbers?
A. They do appear to be different, yes.
Q Wat does it say at the top?
A.  You woul d have to be nore specific.
Q I'msorry. What does it say -- there's an account nunber
l'i sted?
A.  Yes, account nunber | NG
Q Is that the sane Social Security Nunmber for M. Snipes you
read earlier?
A Yes.
Q And what date is |isted?
A.  May 24, 2004, AD.
Q And what is listed underneath -- what is listed in the
filing statenment part?

A. Filing statenment for tax year 1999 in affidavit form
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pursuant to 26 U.S.C. 6001, 60 -- I"'msorry -- 6011, 6012,
6103, 6213(g), and 7203.

MR. BARNES: Could we go down?
BY MR BARNES:
Q Wat does the second paragraph say?
A, "One, Wsley Snipes, being of sound mnd and of the age of
majority, having first-hand know edge of the facts and | aw
bei ng addressed in this filing statenent for the tax year 1999
in affidavit form do hereby declare the follow ng."
Q \Wat's the next paragraph?
A. "This is a return for the year 1999 as one can be at best
defined at 26 U . S.C. 6103 and 6213(g) of the Internal Revenue
Code and 26 C.F. R 301.7216-1B1. This returnis filed in lieu
of an Internal Revenue Service Form 1040 series and satisfies
the requirenents of IRC 6012. One has read the | aw and
understands that all past filings of Internal Revenue Service
Form 1040 by Wesl ey Sni pes have been in error. One's past
nm sunder st andi ng of the | aw does not in any way refl ect
recognition on one's part of any |legal requirenent or
aut horization to file Form 1040 and/or 1040A and/or 1040EZ
and/or 1040SS. The assigned OVB nunber assigned to those
fornms identifies the class of individual who is required to
file those forms. One is not of that class of individual
defined. "

Q And the next paragraph?
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A "Title 26, U S.C. 6012 states that every person liable for
any inconme Internal Revenue tax nust file a return or
statenent as provided by law. For the reasons stated herein,
one believes that one is not liable for any Internal Revenue
incone tax or filing requirenment. However, this statenment is
filed in order to avoid anbiguity or confusion regardi ng one's
filing requirenment and status as well as to avoid any possible
sanctions for failure to file. |If one is incorrect in one's

under st andi ng, one directs you to i medi ately inform one of

one's error and identify the" -- | can't see the next two
words -- "statenent one is required to file, if any."

Q Is it "formor statenment one is required to file, if any"?
A. | can't see. The "received" kind of goes over that, so it

could be "formor statenent."”
Q Ckay.
MR, BARNES: Could we go to Page 2? And blow up the
t op.
BY MR BARNES:
Q In the fourth paragraph there appear to be a long citation
of various court cases.
A. That's correct.
Q Court cases could include Suprene Court, U S. Courts of
Appeals, U S. District Courts in the federal systenf
A. | don't know. They could include -- | don't know what

t hey incl ude.
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Q Oay. So -- but when you see court cases cited, those
were the kind of docunments that the IRS puts in the funny box?
A. That's correct.

MR. BARNES: Could we go to 128-27
BY MR BARNES:

Q Is this simlar to the | ast docunent with the only change
bei ng the year 2000, to the best you're able to observe, at
the top?
A, Yes.
MR. BARNES: Can we go down?
BY MR BARNES:
Q Does this appear to be simlar in what it states as the
| ast docunent ?
A. It does appear to be.

MR. BARNES: Can we go to Page 2? Go to the -- a
little bit lower. Could we blow up the "it is apparent”
par agr aph?

BY MR BARNES:
Q Could you read that paragraph?
A "It is apparent that there exists an extreme vicissitude

of opinion in the Federal Courts regardi ng which statutes

govern the requirenent to file incone tax returns. It seens
apparent to one, based upon the |earning opinions" -- |'m
sorry -- "the learned opinions fromcites above listed, that a

return of sonme sort is expected and required if one has
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identified taxable incone. It then becones a question what is
areturn. In that answer there is no confusion. A returnis
defined at 26, U S.C., 6103 and 6213(g) of the Internal
Revenue Code and 26 C.F. R 301.7216-1B1."

MR. BARNES: Can we go to the next paragraph?
BY MR BARNES:
Q \Wat does that paragraph say?
A "If the Federal District Courts, Tax Court, Court of
Clains and the Suprenme Court cannot definitively decide the
fundanental question as to which section of the Interna
Revenue Code requires filing of an income tax return, whether
the tax inposed is an excise or a direct tax, it is obvious
that the average American not educated in the law will have
great difficulty in understanding the tax inposed and this
basi ¢ question on filing requirenents and a species of tax,
anong many ot her questions.”
Q And in your review of the files, you didn't find this
docunent either?
A. Not that | recall, no.

MR BARNES: Co to Government Exhibit 129-1.
BY MR BARNES:
Q \Wat does it say at the top?
A. "Notice of material facts, notice of nmaterial allegations,
notice of errors on the record of Account Nunber | S

demand for corrections tax year 2000."
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MR. BARNES: Can we blow up the "to" section, al
the people that's -- right there. That's it. You can |eave
it like that.
BY MR BARNES:
Q Wois it first addressed to?
A. Secretary of the Treasury, 1500 Pennsyl vani a Avenue
Nort hwest, Washi ngton, DC
Q Do you know who the Secretary of the Treasury is?
A. No, | do not.
Q So you're unaware that he is the head of the Treasury

Departnent and all of the |IRS?

A. | know he's the head of it, but | don't know his nane.
Q Onh. I'msorry. Do you know what the position --
A, Yes.

Q Wat do you know about the position of the Secretary of
the Treasury?

Just that he's in charge of the Treasury Departnent.
And --

And the IRS falls underneath the Treasury Departnent.
So he's the head guy.

| believe so.

Who is the next person it's addressed to?

Conmi ssi oner of the Internal Revenue.

o >» O >» O > O P

And who is the Conm ssioner of Internal -- what is the

position the Comm ssioner of Internal Revenue, to the best of
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your know edge?
A. They are the head guy for the IRS
And who is the next addressee?
TI GTA, Attention: Conplaint Managenent Divi sion.
And what is TI GTA?
It's Treasury | nspector General Tax -- | don't renenber
the rest of it.
Q That's okay. And who's the next designation?

A. Bureau of Al cohol, Tobacco and Firearns.

Q Is that another division under the Secretary of the
Treasury?

A | can't state if it's underneath the Secretary of
Treasury.

Q ay. Wio is the next designation?
A. Area Director, Internal Revenue Service.
Q Do each one of those have a certified mail nunber |isted

next to thenf

A. They do.

Q And who is the letter listed as being fronf

A.  Wesl ey Snipes.

Q What address is listed?

A 4712 Admiralty Way, Nunber 568, Marina Del Rey,
Cal i f orni a.

Q Wuld the Fresno office be an office that woul d be

responsive for taxpayers that nay reside also in California?
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A.  They nay, yes.
Q And the account nunber, is that M. Snipes' Social
Security Number?
A, Yes.
Q And what is the "Dear Honorable"? Starting there, what
does that say?
A. "Dear Honorable John Snow, Secretary of the Treasury, and
all other addressees above-herei nafter respondents.”
Q And what is the next thing, next to "inportant notice"?
A.  "This docunment nust be filed as a pernanent part of the

above-referenced assi gned account nunber and Internal Revenue

Service naster file records. |If any of these" -- | can't read
the next word -- "files have or has been del eted and/ or
substituted, this denand still applies."

Q Is that simlar |anguage to the | anguage that was on the

earlier correspondence?
A, Yes.
Q And you did not find this letter in your search either?
A. Not that | recall, no.
MR. BARNES: Can we go further down -- or to the
next page? |'msorry.
BY MR BARNES:
Q Does this appear to be asking simlar questions as sone of
the ot her docunents were asking?

A. | couldn't answer that. | --
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Q You'd have to review the whole letter?
A, Yeah.
Q Ckay.

MR BARNES: Co to the end of the letter, the |ast
part of this.
BY MR BARNES:
Q W'Il go to each page. That's Page 2.

MR. BARNES: Can we go to the next page? Page 3.
Can we go to the next page? Page 4.
BY MR BARNES:
Q There it says "incone gain." |Is that another citation to
a court case?
A. It appears to be, yes.

MR. BARNES: Can we go to the next page? Page 5.
Could we go to the next page? Page 6. The next page, Page 7.
The next page, Page 8. The next page, Page 9. The next page,
Page 10. The next page, Page 11. The next page, Page 12.
The next page, Page 13. The next page, Page 14. The next
page, Page 15. The next page, Page 16. The next page.
BY MR BARNES:
Q By the way, there were sone quotations there to the
United States Constitution. |f sonebody sent sonmething into
the RS quoting the United States Constitution, is that
somet hi ng al so that goes into the funny box?

A It may, yes.
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MR. BARNES: Go to the next page, Page 17. The next
page, Page 18. The next page, Page 19. The next page, Page
20. The next page, Page 21. The next page, Page 22. Page
23, Page 24, Page 25, Page 26, Page 27.

Wul d you go back to Page 267
BY MR BARNES:

Q Wat do those top questions in three, four, five and six

say?

A "It is required that Wsley Snipes file a Form 1040."
Q Is that a question nark?

A. That is a question mark at the end.

Q \Wat's the next question?

A.  "What species of tax is Wsley Snipes liable for?"

Q \Wat's the next question?

A, "ls a 1040 a formor species of tax?"

Q Wat's the next question?

A "If Wesley Snipes is required to file a Form 1040, does

that not violate Wsley Snipes' right of free speech?"

Q And what is question nunber seven?

A "If | amrequired to file a Form 1040, does that not
viol ate Wesl ey Snipes" -- is that "anmendrment four right of
privacy"?

Q Yes. And what's the eighth gquestion?
A "If Wesley Snipes is required to file Form 1040, does that

not viol ate Wsl ey Snipes' anmendnent five right against
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sel f-incrimnation?"

Q And what's the ninth question?

A.  "How nay Wesl ey Snipes sign a 1040 form and nai ntai n one,
four and five anendnent rights?"

Q And what's question nunber ten?

A "If Wesley Snipes is required to file Form 1040, will you
gi ve Wesl ey Snipes use immunity in witing each year for al
the information contained in the Form 1040? Wesl ey Sni pes saw
no of fer of use inmunity contained in your request or evidence
that any I RS personnel had requested any offer of immnity
from soneone authorized to grant it."

Q And what's question nunber 117

A, "Wat specific tax do you allege Wesley Snipes is liable
for?"

MR. BARNES: Go to the next page, 29. The next
page, 30. The next page, 31. The next page, 32. The next
page, 33. The next page, 34. The next page, 35. The next
page, 36. The next page, 37. The next page, 38. The next
page, 39. The next page, 40. The next page, 41. The next
page, 42.

BY MR BARNES:

Q So it appeared to be a 42-page letter?

A So far.

Q And you didn't find this letter in any of the files that

you sear ched?
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A. Not that | recall, no.
Q And you didn't find any response to this letter in any of
the files that you searched?
A. Not that | recall.

MR. BARNES: Co to Government Exhibit 130-1.
BY MR BARNES:
Q Wose nane and address is listed at the top?
A.  Wesley Snipes, 4712 Adniralty Way, Nunber 568,
Marina Del Rey, California
Q And who is the letter addressed to on the |eft-hand side?
A. Director of International Operations, Internal Revenue
Service, and the Area Director, Internal Revenue Service.
Q And each one of those has a separate certified mail
nunber ?
A. That's correct.
Q And the IRS account nunber is M. Snipes' Social Security
Number ?
A. That's correct.
Q After "Dear Director," what does it say?
A. "Filing statenent for tax year 1999 in affidavit form
pursuant to 26 U . S.C. 6011, 6012, 6103, 6213(g) and 7203 was
sent to you via USPS certified mail receipt" -- you want nme to
read the nunber as best | can?
Q That's okay. You can skip that.

A. -- "signed for on May 28, 2004. No response has been
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received fromyou."
Q And what's the last part about "please respond"? Could
you read that?
A. "Please respond within ten days fromreceipt of this
notice."
Q And whose signature and nanme appears to be on the bottonf

A. It appears to be Wesley Snipes'.

Q And what county does it -- and state is in the notary
section?

A. It appears to be New Jersey in Bergen County.

Q And at the very bottomis there a received stanp?

A, Yes.

Q And what date does it list?

A Well, there's actually two received stanp dates. One

lists June 30, 2004, and the one on the right is July 7, 2004.
MR. BARNES: Co to Government Exhibit 130-1.

BY MR BARNES:

Q And you did not find this letter in your files?

A. Not that | recall, no.

Q And you didn't find any response to this letter in your

files?

A. Not that | recall.

Q Does this appear to be simlar to the letter we just

| ooked at?

A Yes.

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

84

MR. BARNES: Can we go to Governnent Exhibit 131-17?
BY MR BARNES:
Q Wose nane and address is listed at the top?
A. \Wesley Trent Snipes, care of 4712 Admiralty Way, Nunber
568, Marina Del Rey, California.
Q And who is it addressed to on the left-hand side? Is that
the sanme people we saw earlier?
A.  Yes, Secretary of the Treasury, Comi ssioner of the
I nternal Revenue, TIGTA, Bureau of Al cohol, Tobacco and
Firearns, and Departnent of the Treasury.
Q And each one of those also has a certified mail nunber
next to it?
A. That's correct.
Q And the IRS account nunber is M. Snipes' Social Security
Number ?

A. That's correct.

Q And after "notice of" -- "Dear Directors,"” what does it
say?
A. "Notice of material facts, notice of nmaterial allegations,

notice of errors on the record of account nunber | N
demand for corrections was sent to you via USPS certified nai
receipt" -- and it lists the nunber -- "signed for you on
May 28, 2004. No response has been received fromyou in 30
days. Your response date expired on," it |ooks I|ike,

"June 24. This is your second notice to respond. Pl ease
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respond within ten days fromreceipt of this notice."
Q And whose nane is listed at the botton?
A. \Wesley Trent Snipes.
MR. BARNES: Can we go to Governnent Exhibit 132-1?

BY MR BARNES:

Does this letter appear to be to from M. Snipes?

It does appear to be.

And the sane address in California?

That's correct.

Q
A
Q
A
Q And it has an IRS received stanp of July 30, 2004?
A. That's correct.
Q And the title is "notice of entry of default"?
A. That's correct.
Q And the nanes listed on the left-hand side, if we can
scroll down a little bit, are those the sanme nanes as the
prior letter that he sent?
A, Yes.
Q And each one of these also has its own certified nail
nunber ?
A. That's correct.

MR. BARNES: Can we go down?
BY MR BARNES:
Q And can you read from begi nning where it says "one"?

A, "One, Wesley Trent Snipes enters default against

respondent for respondent's failure to rebut petitioner's
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notice of material facts, notice of naterial allegations,
notice of errors on the record of Account Nunber O N
demand for corrections filed on May 24, 2004."

MR, BARNES: Can we go to Governnent Exhibit 133-1?
BY MR BARNES:
Q And who does this -- does this al so appear to be from
M. Snipes?
A, Yes.
Q Andit's to the Director of International Operations and
the Area Director?
That's correct.
Wth two certified mail nunbers?
That's correct.
And his Social Security Nunber |isted?

That's correct.

n 1]

And starting fromwhere it says "one," can you read?

> © >» O » O >

"One, Wesley Snipes enters default agai nst respondent for
respondent's failure to rebut petitioner's filing statenent
for tax year 1999 in affidavit form pursuant to 26 U S. C

6011, 6012, 6103, 6213(g) and 7203, filed on May 24, 2004."

Q \Wat's the next paragraph say?

A.  "Werein petitioner denanded a rebuttal by affidavit
within 30 days of receipt of the filing statenent for tax year
1999 in affidavit form pursuant to 26 U . S.C. 6011, 6012,

6103, 6213(g) and 7203."
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Q And what does it say? Keep going.
A. "Respondent failed to respond to first notice. First
notice sent May 24, 2004. Respondent failed to respond to
second notice. Second notice sent June 26, 2004."

MR. BARNES: Can we go to the next page?
BY MR BARNES:
Q And what does that say?
A.  "The respondent has instituted no rebuttal by affidavit.
Therefore, the respondent has acquiesced and is in statutory
default. This default notice shall evidence that Wsl ey
Snipes is correct in his analysis of the filing requirenents
and other tax inquiries contained within the filing statenent
in affidavit formfor tax year 1999. By this entry of default
notice, respondent is estopped fromany further action agai nst
the petitioner, a natural born, free American on the soil and
is without judicial standing as no controversy in |law or
nmaterial fact between the two parties exists."”
Q And what does it say underneath "entry of default"?
A. "Default is entered in this action against the respondent
naned in the foregoing petition for failure to serve or file
any paper as required by law "
Q \Were does it appear to be notarized?
A. The state of New Jersey in Bergen County.
Q And you didn't find this docunent or any response to this

docunent in your review?

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

88

A. Not that | recall, no.

MR. BARNES: Can we go to Governnent Exhibit 133-2?
BY MR BARNES:
Q Does this appear to be a copy of the prior docunent or a
simlar docunent?
A Simlar, yes.

MR, BARNES: Can we go to Governnent Exhibit 134-1?
BY MR BARNES:
Q Can you read who that is to at the top left-hand side?
A. Director of International Operations, |Internal Revenue
Service; Area Director, Internal Revenue Service.

THE COURT: \What exhibit is this, M. Barnes?

MR. BARNES: |'msorry, Your Honor. | believe it's
134-1. Covernnent Exhibit 134-1.

THE COURT: Dash 1 or dash 4? | don't see a
Gover nment Exhi bit 134-4.

MR. BARNES: My apol ogi es, Your Honor. | nean
134-1. Sorry, Judge.
BY MR BARNES:
Q And does this have -- who is this addressed to at the top?
A. Director of International Operations, |Internal Revenue
Service, and Area Director, Internal Revenue Service.
Q And who is it fron?
A. \Wesley Trent Snipes.

Q And what address is |listed?
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A. Care of 4712 Admiralty WAy, Nunber 568, Marina Del Rey,

Cal i f orni a.

Q And what account nunber is |isted?

A I

Q And is that M. Snipes' Social Security Nunber?

A.  As best as | can recall, yes.

Q And what does it say by "filing statenment"?

A. "Filing statenent for tax year 2005 in affidavit form

pursuant to 26 U S.C. 6011, 6012, 6103, 6213(g) and 7203."

MR, BARNES: Can we go down?
BY MR BARNES:
Q Fromreading the prior filing statenment, does this appear
simlar?
A. | don't recall. |'ve been reading so nmuch stuff, |
couldn't tell you what seens sinmilar right now
Q Oay. Does it have a filing stanp of the I RS receiving
t he docunent ?
A Yes, it does. It has two of them
Q But when you did a search, you did not find this docunent?
A. Not that | can recall, no.
Q Are you fanmliar with the pocket transaction -- a pocket
guide to IRS transaction codes on an individual's naster file?
A. | know that we have sonething like that. |'mnot faniliar
withit.

Q Have you ever used it?
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A. |'ve seen one probably about three or four years ago, but
|'ve never used it.

Q Wen you review a master file, how do you know what
entries are there or not there?

A. | have a desk reference, | guess you could say, docunent
that tells me what the -- what npost of the codes stand for.
Q |Is that a 6209 docunent?

A Yes, it is.

Q ay. Let nme show you what is premarked as Defense

Exhibit 117. Do you recogni ze that docunent?

A. This particular one, no, | do not.

Q You do not?

A.  No.

Q Oay. Is it simlar to one that you do recogni ze?

A Simlar, yes. | could not say -- | nmean, this is

| oose-| eaf bound, you know. | could not say that this is what
we use.

Q kay. Does the 6209 docunent have a transaction code
entry call ed MFR?

A, Yes, it does.

Q Wat is that?

A. That's a mail filing requirenent.

Q I'mgoing to show you what is premarked as Defense Exhibit
112. Does this look faniliar to you?

A.  Yes, it does.
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What is it?
This is an | MF MCC transcript conpl ete.

And what is that?

> O > O

This would be a conplete record of the account for this
particul ar taxpayer, Wsley Snipes.
Q The first year is listed as 1993, is that correct?

MR, McLELLAN: Obj ection, Your Honor

THE COURT: What's the objection, M. MLellan?

MR, McLELLAN: The governnent has had no discovery
of this docunent.

THE COURT: What do you say to that, M. Barnes?

MR. BARNES: Your Honor, this is actually attached
to one of the governnent exhibits. It was one of the letters
that M. Snipes sent in. This was attached to it, is ny
under st andi ng, Your Honor. |'ve just separated it out.

THE COURT: Well, which exhibit was it attached to?

(Pause.)

THE COURT: Agent Crowl ey, hold up that exhibit for
a nonent so that | can see it, please. Thank you.

THE DEPUTY CLERK: Do you want to see it, Judge?

THE COURT: No.

MR. BARNES: Yes, Your Honor, here it is. The Bates
nunber is fromthe governnent's own di scovery. It's W5 17882
t hrough Ws-17912.

THE COURT: Well, I'mnot sure that -- the question
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was to what governnent exhibit was it attached or did it
constitute a part.

MR. BARNES: Yes. What it is, is the governnent has
not corresponded the Bates nunber with their exhibits, so
that's where I -- I'mtrying to do that now.

THE COURT: Well, in any event, you have that
information, M. MLellan.

On the grounds stated |'d overrul e the objection.

Go ahead with your question, M. Barnes.

MR. BARNES: Yes, Your Honor. |[|'d nove for
admi ssion of Defense Exhibit 112, Your Honor.

MR, McLELLAN: Qbjection on the grounds of Rule 106,
Your Honor.

MR. BARNES: | have no problemincluding the other
docunment with it, Your Honor. That's fine with ne.

THE COURT: Well, then that needs to be straightened
out for the record and the exhibit properly identified, |
think. [1'mnot sure what's being included with the exhibit
under Rul e 106 under those circunstances.

(Pause.)

MR. BARNES: Your Honor, we could break early for
lunch to get this resolved and then cone back after |unch
Your Honor.

THE COURT: Al right. That sounds like it may be a

good idea, nenbers of the jury, here. W can acconplish two
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(The luncheon recess was taken.)
(Jury present.)
THE COURT: Thank you. Be seated, please.
Menbers of the jury, | appreciate your pronptness.

MR, BERNHOFT: Your Honor, may | be heard on a brief

poi nt ?
THE COURT: Very well
MR. BERNHOFT: There are a couple of things,
adm nistrative matters, one that | guess M. O Neill is going

to address, and a notion that we would |like to address. Wuld
it be appropriate to do that side-bar?

THE COURT: Well, perhaps. Cone side-bar, counsel

MR, BERNHOFT: Thank you, Judge.

AT Sl DE- BAR:

MR, O NEILL: Judge, the adm nistrative stuff, the
government, earlier we had said 106 was not in evidence. Qur
list did not showit. M. Bernhoft had the record. 106 is
properly in evidence. | just want to clear that up.

MR, BERNHOFT: That was the governnent exhibit that
M. Barnes wants to query on. So it was received into
evidence, and | think that's been confirned.

THE COURT: Ckay.

MR, BERNHOFT: Judge, a couple of hours ago we filed

a notion to continue as to several w tnesses. Wat we have is
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what we are calling the Starr wi tnesses; Mchael Canter, Ron
Starr, Ken Starr. W have not received the files related to
the Pellicano investigation. There was a grand jury that was
convened with respect to the Starrs' involvenent in hiring a
private investigator, Pellicano, to tape- record illegally
Syl vester Stallone's conversations. This Brady-Gglio
material, we need to have that before we can proceed to cross
t hose witnesses.

The second witness is Janes Lokeitz. The discovery
in this case references a proffer, a proffer agreenent. W do
not have that. W previously notified the governnent, the
prof fer being referenced. W don't have it. W have to that
before we can cross M. Lokeitz.

Wth respect to governnent w tness Wayne Rebuck,

M. Rebuck testified for the government in the Arthur
Farnesworth trial in Philadel phia, Pennsylvania. M. Snipes'
nane came up in that trial. During the testinony, M. Rebuck
references an interview with IRS special agents where

M. Snipes was di scussed.

Now, the substance of that interview was not
reveal ed during the course of the trial, in the transcript,
and we don't have that, and it is absolutely critical for the
defense to be prepared to cross M. Rebuck

Ms. Baker is particularly problematic, Carnen Baker.

The eve-of -testinony Jencks production is causing prejudice to
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the defense. The grand jury transcript and MOS that were
produced denonstrate that she has got tax problens. W
absol utely have to have her tax returns under Brady-Gglio to
cross Ms. Baker.

There's, also, for the first tinme reveal ed under
Jencks that she tells conflicting stories about unenpl oynent
conpensation clainms. W have to subpoena those records and
we're going to subpoena Ms. Baker today with a duces tecum

She al so clainms that she didn't run the conpany,
Kynberl yte or Anen Ra.

THE COURT: Well, let ne interrupt, M. Bernhoft.

It seems to nme that all of this is premature, as far as I'm
concerned, until the witnesses are called. | don't know
whet her these witnesses are going to be called or not.

MR, BERNHOFT: All right.

THE COURT: They may or nay not. The only thing
that | can suggest is that you nmake whatever notions are
appropriate with respect to contenporary wtnesses.

MR, BERNHOFT: And | just wanted to give the Court a
previ ew of sonme of those things. | amwlling to do it in
open court before the jury or side-bar, the Court's
preference. Wat would the Court's preference be there?

THE COURT: Wien the witnesses are called, you can
nmake your notion or begin to in open court. And if | think it

is something that needs a side-bar conference, | wll advise
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you.

MR, BERNHOFT: Thank you, Judge.

I N OPEN COURT:

THE COURT: M. Barnes, you were cross-exam ning,
believe. You nay continue.

MR. BARNES: Yes, Your Honor.

Yes, ma'am Governnent Exhibit 129-2. Can we go to
W5- 15995.
BY MR BARNES:
Q M. Crow ey, does that appear to be correspondence from
M. Snipes to the area director of the IRS for Atlanta,
Georgi a?
A Yes, it does appear to be.
Q Does it also have a certified mail nunber at the top?
A Yes, it does.
Q And does it also reference an account nunber and SSAN t hat
is M. Snipes' Social Security nunber?
A Yes, it does.
Q And what does it say under "report of 2000"?
A  "Decoded individual master file."
Q Could you please begin to read where it begins after:
"Dear Director.”
A "One, Wsley Snipes, hereinafter Requester, presents this
report of the 2000 individual nmaster file transcript specific

decodi ng with anal yzed and posting concern. Extensive
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sections of the IRS nmanual s were used to exani ne and verify
specific postings and definitions for each entry on this
i ndi vidual master file specific transcript you have recorded
and nai ntai ned concerning the above referenced Requester with
t he above-referenced account numnber.

"The two primary manual s used for anal yzi ng, but not
limted to, One-ADP and I RS Information Docunent 6209, 1997,
1998 (sic) ADP; two, Internal Revenue Service Law Enforcenent
Manual 111 LEM ™
Q Keep going.

A "This is not a request to anmend or nodify the record that
the Internal Revenue Service is maintaining under Requester's
name and account nunber. This is a demand that the individual
nmaster file transcript provided by you, Internal Revenue
Service, along with the published nmeanings fromthe Internal
Revenue Service manual s be added as a permanent part of the
adm nistrative files you are nmintaining under Requester's
name and account nunber.”
Q Wen you reviewed the records, did you find this letter?
A Not that | recall.

MR. BARNES: Can we go to the next page.
BY MR BARNES:
Q Wuld you please read the first two paragraphs.
A "If any incorrect and/or damagi ng codes have been posted

to these I MF transcripts, they will be defined and anal yzed at
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the end of this report.

"If you, as a representative of the Internal Revenue
Service, do not respond in part or in whole to the
docunent ati on provided within 30 days, it will be presuned
that the Internal Revenue Service agrees with this
docunentation and with the interpretations.

"These docunentations will stand as w tness of Requester's
good faith efforts to understand, correct or clarify in any
and all docunents fromthe Internal Revenue Service; to wt,
Requester's name and/or Account Nunber Off N
Q And does that appear to be M. Snipes' signhature and nane?
A Yes, it does.

MR. BARNES: Can we go to the next page. Can we go
towards the bottom To the next page, towards the bottom
Back up. Actually, the page before. I|I'msorry. Further up
Keep goi ng.

BY MR BARNES:
Q Does that have an account nunber listed in the niddle
there, top mddle?
A Yes, it does.
Q And is that the same nunber as the Social Security nunber
for M. Snipes?
A Yes, it is.
MR. BARNES: Can we go to W5 16007.

Can you start reading where it says --
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Actually, one before this, 16006 -- |'msorry -- at
t he bottom
BY MR BARNES:
Q Can you start readi ng under where it says "comments."
A "Upon anal yzing the codes found on this IM-, along with
the definitions of these codes provided by the I RS manual s,
Requester believes that there are nunerous codes that appear
not to be applicable to the Requester. Requester is not aware
of any tax liability associated with Requester's nanme and
account number.

"Agai n, please inform Requester of the specific type of
tax this Requester is liable in a correct formthe Requester
is required to file. |In addition, please include a copy of
the specific statutes and inplenmenting rules and regul ati ons
that identify the tax that the IRS wishes to collect from
Requester, whether this tax is voluntary or mandatory, and
that the IRS has the authority to enforce the collection of
this tax.

"Upon recei pt of the above docunents, Requester is willing
to conply with any and all taxes that Requester has a | egal

lawful liability to pay."

Q And then start reading under additional -- "addition years
anal yzed. "
A "There are no significant changes found in the individual

nmaster file transcript specific that were anal yzed for the

99
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years 1996, 1997, 1998, 1999, 2000, 2002. Belowis a brief
summary of the years.”

And under 1996, does it have an MFR-01 code?
Yes, it does.

And under 1997, does it have an MFR-01 code?
Yes, it does.

The sane for 19987

That's correct.

The sane for 1999?

That's correct.

The sane for 20007

That's correct.

The sane for 20017

That's correct.

The sane for 20027

That's correct.

Coul d you read where it starts "mail filing requirenments."

> O » O » O » O » O » O P» O > O

"Mail filing requirenents for all years is MFR-01. Return
not required to be nmailed or filed."

MR, BARNES: Can we go to Ws-16053. Bl ow up cl ose
to the nail filing requirenents.
BY MR BARNES:
Q Does that have a Form 1040 U.S. individual tax return, and
then it says 01, 00 and 01 -- does it say: "01, return not

required to be nailed or filed"?

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

101

A It appears to say that, yes.
Q And that is what the nanual actually says for the MFR-01
code; correct?
A That's what it says, yes.

MR. BARNES: Can we go to W5- 160267
BY MR BARNES:
Q Do you recogni ze what an | M- transcript is?
A | recognize it, yeah, but I don't know all the |ocations
and everything that's init.
Q Sure. The -- on the left side, does it have M. Snipes'
name?
A Yes, it does.
Q And under -- by "MFR " does it have "MR-01"?
A Yes, it does.
BY MR BARNES:
Q If we go to 16029, go to the top, does that have the sane
desi gnhation there, as well?
A Yes, it does.

MR, BARNES: Can we go to 16032.
BY MR BARNES:
Q Does it have the sane designhation there, as well?
Yes.
16034, does it have the sanme designation there, as well?

Yes, it does.

o » O r

16037, does it have the sanme designation there, as well?
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A Yes, it does.

Q 10639, does it have the sanme designation there, as well?
A Yes, it does.

Q Are you famliar with something called a "substitute for
return"?

A | amvaguely famliar, yes.

Q Wat is your famliarity?
A A substitute for returnis input in the system |It's
usual ly a photocopy of a 1040 front page where the taxpayer's
nane and their Social Security nunmber is input on it.

MR. BARNES: Can we go to W5 15972.

THE COURT: Those are Bate stanp numbers you are
using, | take it, M. Barnes?

MR. BARNES: Yes, Your Honor. They are all fromthe
exhibit -- Covernnent Exhibit 129-2.

THE COURT: The sane exhibit?

MR. BARNES: Yes, Your Honor.

THE COURT: Let us know when you | eave that exhibit
then, or if you leave it.

MR. BARNES: Yes, Your Honor.

Can we go towards the bottom
BY MR BARNES:
Q Can you start reading under: "Posting error 6, substitute
for return.”

A "SFR, substitute for return, the Internal Revenue Form
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2363. Master file entity change evidences under filing
requirements for IM. No fornms required. This is because
there are no filing requirenents for an IM~. A copy is
attached hereto and incorporated herein by reference as
Exhibit 11."
Q And what does the next paragraph say?
A "The Internal Revenue Service Law Enforcenent Manual 111,
dated 1/1/90, page six, herein after LEM shows that SFR
neans, to wit, substitute for return. A copy is attached

hereto and i ncorporated herein by reference as Exhibit ES1-2

(sic)."

Q And the next paragraph.

A "Declarant has discovered that I RS enpl oyees have taken it
upon thenselves to fill out a return in declarant's nanme and

posted it on declarant's I M- as substitute for return, SFR
| RS enpl oyees have now made this a permanent part of the
declarant's I MF without declarant's consent and know edge
until discovery."

MR, BARNES: Could we go to Ws-16034, and nove down
to the m ddle.
BY MR BARNES:
Q There is sonmething that references "tax period." What
does that mean?
A That's the period that this particular transcript relates

to.
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Q Oay. And is there an SFR code listed there?
A | see "SFR " but | don't know what the code stands for.
Q You don't know that "SFR' stands for substitute for
return?
A | don't know what the rest of it after it stands for.
Q Onh, | see. Do you know that -- 02/18/ 2002, is that a
dat e?
A That appears to be a date, yes.
Q And what anount is listed there?
A Zero.
BY MR BARNES:
16037. And what tax period is this for?
2000.
And is there another SFR code?
That's correct.
And it's also entered in February of 2002?
That's correct.

And the anpunt is al so zero?

> O » O r» O r O

That's correct.
MR BARNES: Pass the witness, Your Honor.
THE COURT: M. WIson, you nay inquire.
MR. WLSON: Yes, Your Honor.
CROSS- EXAM NATI ON
BY MR W LSON:

Q Good afternoon, Agent Crow ey.

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

105

A  CGood afternoon.
Q M nane is David Wlson. | amthe attorney for
M. Rosile. | just have a few questions for you regarding
some of the exhibits to which you testified about earlier.

MR WLSON. If we could please pull up Exhibit
60-1. And | don't know the Bates nunbers, so if | ask you to
turn to the page that's outside the exhibit -- okay. Could
you pl ease enlarge that. Next page, please.
BY MR W LSON:
Q Agent Crow ey, could you tell the jury what this is.
A This is a Form 1040X, anmended U.S. individual incone tax
return.
Q And who is the taxpayer for this docunent?
A Douglas P. Rosile, Senior.
Q Agent Crowey, if you -- you notice that there are sone
nunbers to the right of where the word "received" is, the
stanp "received," M. Crow ey?
A That's correct.

MR, WLSON: Could you highlight those.
BY MR W LSON:
Q Al right. D d you conduct an analysis of M. Rosile's --
no. Now, the 1040X, if | amnot m staken, is an anmended
return; is that correct?
A That's correct.

Q ay. So there would have been a 1040 that woul d have
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been filed previous to this; is that right?
A There shoul d be, yes.
Q ay. And the nunbers in the first colunn, those nunbers
should -- they should match the nunbers in the 1040; is that
correct?
A That's correct.
Q Oay. And did you conpare this 1040X with the
correspondi ng Form 1040 to determ ne whether the nunbers were
t he sane?
A No, | did not.

MR WLSON:. Okay. |Is this the next page? The next
page, please. The next page, please. The next page, pl ease.
The next page, please. 1Is this the sanme exhibit?

A VOCE: No, we are out of that exhibit.

MR, WLSON:. Could you go to Exhibit 60-2, please.
The next page, pl ease.

BY MR W LSON:

Q Agent Crowey, | think that you have testified that this
is a 1040X form also; is that correct?

A That's correct.

Q Oay. And who is the taxpayer for this docunent?

A Eleen M Rosile.

MR, WLSON:. Can you scope to the bottom portion of
the return, please. Can you go to the next page, please. Oh,

can you go back one, please. Could you highlight the figures
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figures. Yes.
BY MR W LSON:
Q Agent Crow ey, again, this is a 1040X, which you have
testified previously is an anended tax return; correct?
A That's correct.
Q Oay. And this is the anmended tax return for Eil een
Rosi | e?
A That's correct.
Q ay. And you have testified previously that the first
colum of nunbers that we see should correspond to a 1040;
correct?
A That's correct.
Q ay. Did you nmake any determ nation as to whether these
nunbers in this first colum were consistent with the nunbers
that Eileen Rosile reported on her 10407
A No, | did not.
Q So you don't know if these nunbers are the same or not?
A No, | do not.

MR WLSON:. Can we go to the next page, please, the
top of the page.
BY MR W LSON:
Q Do you know what this piece of paper is, sir?
A No, | do not.

MR WLSON:. Okay. Could you enlarge it, please,
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the first paragraph, before it says "28 CFR "
BY MR W LSON:
Q Sir, does this appear to you to be sone sort of a
quotation fromthe I RS regul ati ons?
A It could be, but I wouldn't know for sure.
Q Have you reviewed this docunent?
A No, | have not.

MR WLSON:. Go to the next page, please. Next
page, please.
BY MR W LSON:
Q Sir, do you see sonme references to "26 CFR' in this
docunent ?
A Yes.
Q Okay. Now, you previously testified that when certain
returns are mailed into the IRS and they contain | egal
citations, citations to cases, case |law, Suprene Court
opi nions, the Constitution, that those returns are placed in
what you refer to as a funny box; is that right?
A That's correct.
Q Oay. Wien a return cones in with citations to specific
Federal statutes, would those, |ikew se, generate action that
would result in it being placed in this funny box?
A Yes, it would.

MR WLSON. If we can go to the next page, please.

The next page, please. The next page, please. The next page,
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pl ease. Does this -- can you just enlarge the first ten
lines. GCkay. Alittle farther down, please, the next
section.

BY MR W LSON:

Q Does this -- and | knowit's kind of hard to see because |
am having trouble seeing it nyself. Does this docunment seem
to have the types of references to code sections that would,
i kewi se, generate action that would result in them being

pl aced in the funny box?

A | believe it does, yes.

MR, WLSON:. Okay. Next page, please. The next
page, please. The next page, please. The next page, pl ease.
BY MR W LSON:

Q Sir, do you know what this docunent is?

A Well, it looks |ike a 1040 U.S. individual incone tax
return for 2000.

Q ay. But we don't know for whomthat formrelates to or
to whomit relates?

A No.

MR, WLSON: Could you go to the next page, please.
The next page, please. The next page, please. The next page,
pl ease. The next page, please. The next page, please. The
next page, please. The next page after that, please. Could

you hi ghlight that.
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BY MR W LSON:
Q Sir, do you know what this docunent is?
A It appears to be a photocopy of a Treasury check.
Q ay. Wien you say "Treasury" check, do you know what
agency of the "Treasury" woul d have generated this check?
A It looks like it could be a tax check sent fromthe
I nternal Revenue Servi ce.
Q Does it appear to be an IRS refund check?
A It appears to be.

MR, WLSON: Could you go to the next docunent,
pl ease. The next docunent, please. Next page, please. The

next page, please. The next page, please. The next page,

pl ease. Are we still in the sane docunent? The next page,

pl ease. The next page -- oh, could you go back to the

first -- back one nore, please. kay. Could you enlarge the
first -- actually --

BY MR W LSON:

Q Sir, do you -- does this appear to be a 1040 IRS form tax
return forn®

A Yes, it does.

And who is the taxpayer, sir?

Listed as Eileen M Rosile.

kay. And what year is that?

> O > O

For 1999.

MR WLSON. Can we go to the bottom of the page,
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pl ease. The next page, please.
BY MR W LSON:
Sir, do you see a signature on this return?
Yes.
kay. And who signed this return?
It appears to be Eileen M Rosile.
Is there a tax preparer's signature on this docunent?
There does not appear to be, no.

Do you have any way of know ng who prepared this docunent?

> O » O r» O r O

No.

MR WLSON:. Can we go to the next page, please.
The next page, please. The next page, please. The next page,
pl ease. The next page, please. The next page, please. The
next page, please. The next page, please. The next page,
pl ease. The next page, please.
BY MR W LSON:
Q | believe this is a docunent that you testified to
previously.

MR, WLSON. Could you Hi ghlight the first -- the

very top caption, letterhead part of it.
BY MR W LSON:
Q ay. And whose letterhead does this appear to be?
A Douglas P. Rosile.
MR, WLSON:. And could you highlight the addressee

of the letter.
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BY MR W LSON:
Q And to whomwas this letter sent?
A Internal Revenue Service, Atlanta, Georgia.
MR WLSON. Okay. You -- if you could scroll to
the last paragraph of the letter. Gay. Thank you.
BY MR W LSON:
Q Sir, you previously read nuch of this letter into the
record; is that right?
A | believe so.
Q And it would be fair to say that, after having read this
letter, it could be interpreted as sonmeone who i s requesting

information fromthe | RS?

A | can't determine what the -- | can't determ ne what they
are trying to do with this letter. | amnot qualified for
t hat .

MR WLSON. Okay. Let's read the first paragraph
that starts "the letter signed" -- okay. Let's go to the --
under where it says "Dear Sirs," if you would pl ease highlight
t hat paragraph.

BY MR W LSON:

Q Could you read that, please.

A "The person to whomthe attached letter was sent is ny
wife. | amresponding to the |letter because she has what is
termed a chemical inbalance and recently nade a rel apse. She

is now under the care of another psychiatrist/doctor who has
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changed her nedication and reconmended a hypnot herapist. M
daughter and | have taken over all financial activities she
was handling."
Q M. Rosile has indicated that he is taking over his wife's

affairs; is that right?

A That's what it appears to ne.

Q As her husband?

A That's what it appears to ne.

Q Could you read the second paragraph.

A "The letter signed by soneone calling herself Ellen C
Bell is a classical of bureaucratic runaround and I RS

stonewal | i ng by an inconpetent enployee. The letter is, in
Cinton-speak, factually inaccurate. There was no claimfor
refund, sinply a regular 1040 return seeking a normal refund.
The service center invented, fabricated, corrected and

ot herwi se created a bal ance due without any expl anation or
substantiation. |t then wantonly, deliberately and

nmal i ciously refused to provide any information, case |aw,
statute or regulation to support their position that your
claimhas no nerit or basis.”

Q D d you, yourself, undertake an investigation or try to
make a determination as to whether the assertions in that
par agraph were accurate on his part?

A  No, | did not.

MR WLSON: If you could, please, highlight the
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par agr aph --
BY MR W LSON:
Q O if youcan read fromthis fine. It starts -- the
next-to-the-1ast paragraph.
A "l amfurther enclosing research from conpetent
prof essional s that supports the position taken by ny wfe.
suggest you either refund her noney or send a damm good
expl anation as to why you are selectively administering the
l aw. "
Q Could that be interpreted as requesting information from
the | RS?
A | guess you coul d.

MR, WLSON: Could you please pull up Exhibit 62.
The next page, please. The next page, please. Ckay. Could
you highlight the caption of this docunent.
BY MR W LSON:
Q Sir, can you tell what this docunent is?

MR, McLELLAN: Qbjection

THE COURT: What's the objection, M. MLellan?

MR McLELLAN: | do not believe this exhibit was
adm tted into evidence, Your Honor. The governnent has --

MR WLSON: Well, Judge, if this hasn't been
entered into -- | was under the inpression that it had. This
was part of the -- part and parcel -- if we could --

MR. McLELLAN: No objection, Your Honor
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MR WLSON:. | amnot offering it into evidence,
Judge, but | was under the inpression this was part and parce
of the litany of exhibits that were adnitted into evidence
yesterday or this norning over objection.

THE COURT: \Which exhibit?

MR WLSON: This is 62, Your Honor

THE COURT: Five-two?

MR WLSON:. |I'msorry; six-two, Your Honor

THE DEPUTY CLERK: | don't have it.

THE COURT: Sixty-two is not admitted.

MR WLSON:. Wwell, if that is the case, Your Honor,
I will skip that.

If we could go to Exhibit 64-2, please. |If you
coul d highlight the caption at the top.
BY MR W LSON:
Q Can you identify this docunent, sir?
A This is a Form 1040X, anmended U.S. individual incone tax
return.
Q And who is the taxpayer on this docunent?
A \Wesl ey Snipes.

Q Wth respect to the portion of the return that

i ndicates -- where it says inconme and deductions, to the right
of that, there is a series of nunbers. | think you testified
previously that it reflected, nunber one, a -- | think a gross

i ncone of 19,238,000 dollars or sonething al ong those |lines?

115

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

116
19, 238, 192 dol | ars.
Okay. Now, this was a 1040X; correct?
That's correct.
And it's an anended return?

That's correct.

o >» o » o »
Q
o]
<

kay. And would it be safe to assune that there is a 1040
to which this is intended as the amendnent ?
A There should be a 1040. That's why the taxpayer woul d
file a 1040X, yes.
Q ay. Did you make any determ nation as to whether that
19-million-sone-odd-dollar figure was consistent with what was
reported on the 10407
A  No, | did not.

MR WLSON. If we could go to the bottom please.

BY MR W LSON:

Q And you indicated, | think -- if you highlight the
sighature page -- that this was signed by Douglas Rosile; is
that right?

A It does appear to be, yes.

Q ay. Do you have any way of determ ning who actually
typed those nunbers on the docunent?
A No, | do not.
MR WLSON: If you go to the next page, please.
The next page, please. |If you could highlight the top of this

docunent, please.
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BY MR W LSON:
Q | believe that this is a docunent you testified previously
was referred to as a "red flag" letter?
A  No, | did not knowthat it was a red flag letter. | was
asked about it.

MR WLSON. Okay. |If you would go to the next
page, please.
BY MR W LSON:
Q This is a docunent that was attached to the 1040X return
correct?
A That's correct.

MR, WLSON:. Okay. |If you could, please highlight
the first three paragraphs.
BY MR W LSON:
Q Could you please read that, starting at "This return is."
A "This return is being filed on the basis of the IRS
regul ation 26 CFR 1.861-8, which identifies all of the taxable
sources of income within the United States of Anerica. As far
as | have been able to determ ne, none of the receipts of this
t axpayer cane from any of these sources. Since according to
1.861-8(4), the taxable source nust first be determ ned before
taxabl e i ncome can be determ ned, these receipts nust
therefore be exenpt from Subtitle A taxes. The cal cul ations
on the attached 1040 (1040X) formreflect that position.

Based on those cal cul ations, there should be a conplete refund
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of all noneys paid in. Should the IRS disagree with this
position, please schedule an adm nistrative | aw judge revi ew
on this matter pursuant to the Adninistrative Procedures Act,
5 USC 556(d)."

Q Sir, wuld it be fair to say that this docunment has the
effect of putting the IRS on formal notice of what is being
claimed in the 1040X?

A That appears to be.

Q Inyour -- now, | think you testified earlier that you did
a search, a conputer search with respect to Internal Revenue
records of M. Snipes; is that right?

A That's correct.

Q ay. In your search, did you ever turn up or did your
search reveal any docunents, correspondence that was sent by
M. Rosile to the IRS on behalf of M. Snipes?

A Not to ny know edge.

Q Oay. Did your search result in a return of any

i nformation or correspondence that was sent fromthe IRS to
M. Rosile on behalf of M. Snipes?

A Not to ny know edge.

Q In fact, the correspondences that | have seen that you
have testified about were sent to and from M. Baxley and
M. Mlitesta; is that right?

A That's what | have seen, yes.

MR, BERNHOFT: Your Honor, if I night, we show
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clearly that 64-2 was in this nmorning and was adnitted into
evi dence. The exhibits -- I'msorry -- yesterday, Your Honor
It was 53-1 all the way through 64-2 appear to be clearly
received, for M. WIlson's benefit regarding 64-2.

MR O NEILL: No. It was 62.

THE COURT: 62 was the exhibit in question,
M. Bernhoft.

MR WLSON: | have no nore questions, Judge.

THE COURT: Any redirect, M. MLellan?

MR McLELLAN.  Yes, Your Honor

May we have Exhibit 60-1, please. Focus on the date
st anp.

REDI RECT EXAM NATI ON

BY MR MLELLAN:
Q M. Crowl ey, can you see the date stanp in the mddle of
that tax return?
A Yes. There is two of themthere.
Q ay. And can you read one or both of then?
A The bottomone is March 26th, 2004. The one above it, |
can see "2004," but | can't read the other.
Q ay. And where does this docunent appear to have been
recei ved, according to this stanp?
A Cininal investigation.
Q Oay. And taking a look at the top of the return, the

nane section, is this the return that you were just discussing
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with M. WIson?
A Yes.
Q Taking a | ook at Exhibit Nunber 60-2, please, Bates range
DR- 05038, M. Crowl ey, do you see an addressee on this
docunent ?
A Yes.
Q And who is that?
A Eleen M Rosile, 452 G en Cak Road, Venice, Florida.
Q Oay. And taking a look at the next page of that
docunent, focusing in on the upper right-hand corner, can you
make out the date?
A January 17th, 2001.

MR, McLELLAN: Okay. And going back to the first
page, okay, a little bit |ower, down under "Dear Taxpayer."
BY MR MLELLAN:

Q ay. Could you please read the first three paragraphs of
that letter.
A "W are unable to process your claimfor the tax periods
shown above. The law allows you to file a claimfor a refund
of taxes you paid. The |law does not allow you to file a claim
to reduce the tax you owe. |If you disagree with the anmount of
tax you owe, you may appeal our deci sion.

"To appeal our decision, you nmust first pay the tax you
owe. Then file an anended return with supporting information

to claima refund. W nust receive your claimw thin three
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years fromthe date you filed your return or two years from
the date you paid your tax. Your claimhas no nerit or
basis."

MR, McLELLAN. Okay. Taking a |ook at Government's
Exhibit 61-1, you will need to go until we get to the return.
Yeah. Yeah.
BY MR MLELLAN:
Q ay. Please identify this docunment, M. Crow ey.
A This is a Form 1040 U.S. individual income tax return for
1997.
Q Oay. And taking a look at the signature portion at the
bottom of the page -- I'msorry -- on the next page, please,
focusing on the sign here, could you read the first four words
of that jurat?
A "Under penalties of perjury."
Q Oay. And is that the standard jurat on I RS docunents?
A Yes.
Q ay. Taking a look at Governnment's Exhibit 64-2, okay,
this is a Form 1040X for which taxpayer?
A \Wesl ey Snipes.
Q ay. And focusing on the address filled out underneath
the nanme, please read out that address.
A Care of Starr & Conpany, 350 Park Avenue, New York, New
Yor k, 10022.

Q Oay. So you said "care of." Is that what "CO' neans?

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

122

A That's correct.

Q ay. Taking a look at Government's Exhibit 39-1, please,
what is this docunment?

A This is a 1040 U. S. individual inconme tax return for 1993
for Wesl ey Snipes.

Q ay. And does it have the sane "care of" address?

A Yes, it does.

Q kay. 39-2, please, is this the 1994 return for Wesley
Sni pes?

A Yes, it is.

Q And does it have the same "care of" address?

A Yes, it does.

Q 39-3, please, sanme questions.

A That's correct.

Q 39-4, sane question.

A Yes.

Q Counsel was asking you about the Brookhaven service center
in New York. |s there any restriction that one service center

cannot receive returns fromother parts of the country?

A No.

Q Can Brookhaven receive returns fromanywhere in the
country?

A Anybody who -- yes, they can. Anybody can send themto

whi chever | RS | ocation they would |ike to.

Q

You testified about sonething you referred to as the
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"funny box"?
Yes, | did.
I's that sone kind of internal IRS tern?
Yes, it is. Didyou want ne to expl ain?

Wel |, what does that nean?

> O >» O >»

Wel I, that neans the returns that are placed in that

desi gnated area are | ooked at because they | ook funny. They
| ook - -

Q Let ne ask you this. Were is the funny box?

A The funny box is actually in the processing -- right
outsi de of code and edit departnent.

Q And in what facility?

A In the Andover canpus, but they also have themin all the
canpuses.
Q Oay. And these are -- would these be in IRS service

centers, for exanple?

A Yes, they woul d.

Q I'msorry. You were explaining what the box is.

A In the process of receiving a return and codi ng and
editing it for data entry, if sonebody cones across the
particular itens that are desighated to be "funny box" itens,
they would be then put into the funny box, where the people
fromcertain departnents would conme over and | ook at themto
see if they nmatch what we have to | ook at, what are the

current trends.
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Q Are these itenms unusual in sone way?

A Yes, they are.

Q Oay. Let nme ask you this. Does the IRS throw proper tax
returns into the funny box?

A On occasion, they nay.

Q Oay. And would they end up in there forever?

A No, they would not. They would be | ooked at by sonebody
else to determine if they were frivol ous or any of the other
argunments or designations that the funny box has, and then
routed to the appropriate --

Q Wy do they need a funny box in the service centers?

A \Well, the service center is designed to process returns
and keep the work going. Instead of having one person stop to
|l ook at a return and trying to figure it out, they wait until
they have several returns and they have people who are nore
specialized in what the trends are, and they go and they | ook
at the particular returns.

Q ay. Now, counsel asked you about what were called

correspondence logs. Do you recall that?

A Yes.
Q Do you -- can you explain what a correspondence | og woul d
be?

A Wll, typically, that would be in an audit file. There
nm ght be some correspondence with that. |If a taxpayer sends

sonme information, sonetines it is attached to the origina

124
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return. Sonetines it is separated and sent to particul ar
departnments that they nmay be addressing.

Q Does everything that cones into the IRS go into one of
these correspondence | ogs?

A No.

Q Are there things sent to the IRS that properly should go
sonewhere el se?

A Yes.

Q Oay. Wiere else inthe IRS can things goif it's -- you
know, docunents and letters and things along those |ines,
where else can they go in the IRS, besides in this |og?

A \Wll, we have a departnent called the frivolous return
program |If they neet the criteria for the frivol ous return,
frivolous filing argunments, the docunents may go to those
fol ks.

Q Oay. Wll, do you recall counsel for Defendant Snipes
showi ng you docunents that had "FRP" stanped on the front of
t henf?

A Yes, | do.

Q Does that have any significance, as far as the frivol ous
return programis concerned?

A Yes. Those docunents would have been sent to the
frivolous return program

Q Wuld they go there originally?

A  Wll, it depends --
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Q D d the taxpayer send themin on purpose to the frivol ous
return progranf
A It may take a little bit of tine to get there. There are
ot her issues that if someone else is actually working a case,
and they may put a note on the taxpayer's account, it nay go
to, for instance, an agent or sonebody el se working the case,
it my go to themfirst. And then sonebody nakes a
determ nation to send themto the frivolous return program
Q Wwell, if you see the FRP stanp on a docunent, does that
indicate that it has been received at the frivolous return
pr ogr anf?
A Yes, it does.
Q Oay. | believe you were asked to read from Governnent's
Exhi bit 128-1.

MR, McLELLAN: May we see that, please.
BY MR MLELLAN:
Q Okay. Let's focus on the title. Now, what is this
docunent cal |l ed?
A "Filing statenment for tax year 1999 in affidavit form"
Q Oay. And taking a look at the whole first page of it, is
there a -- any stanps that you see on there?
A Yes.
Q Wat do they indicate about the route that this docunent
has taken?

A It appears it has been received in Ogden, Uah. That's as
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far as | can see right now And then sent to the FRP program
on June 16th of 2004. It was also received in Fresno on June
2nd.

Q ay. Please page through this docunent. Do you have the
hard copy in front of you?

A It's 1217

Q It's 128-1. Have you had a chance to take a look at this
docunent ?

A Yes.

Q ay. Do you see any financial information in there that
the IRS could use to process it as a return?

A No.

Q Let's take a | ook at page five of the docunent, the
second-to-the-last paragraph, please. Gkay. Please read that
par agr aph.

A "It appears that the Internal Revenue is the Puerto Rico
special trust fund as evidenced by 31 USC 1321(62), and
Internal Revenue is the Philippines special trust fund as
evidenced by 31 USC' -- I'msorry -- "1321(2). One has
incurred no liability to either the Philippines special fund
or the Puerto Rico special fund. It nmay be a quaint notion,
but possibly the Internal Revenue Service could publish in the
Federal Register. |Its structure and field offices and other
recordi ngs, which are mandated by Congress for agencies of

government by Title 5 USC 552(A). This certainly would be
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hel pful to all and reduce the uncertainty one now feels with
an agency of governnment which is invisible to the law "

Q kay. Please read the |ast paragraph on that page.

A "The Form 1040, if processed, would be processed under the
supervi sion and authority of the conmi ssioner, |nternal
Revenue Service. No authority appears to exist for this

of ficer to adm nister taxes, other than wagering taxes under
Treasury Del egati on Order 221-3."

Q And please continue on to the next page.

A "l have had no wagering incone. Therefore, one has no
filing and/or tax liability with this officer. Further, one
has not been able to |ocate any statute, regulation or other
docunent which authorizes and/or creates the office of
conmi ssi oner, Internal Revenue Service."

Q Directing your attention to page ten of that docunent,
Paragraph 4 of that page, please. Could you please read that
par agr aph.

A  "Wesley Snipes, living under the conmon | aw, having
assumed anong the powers of the earth the separate and equa
station to which the laws of nature and nature's CGod entitles
me, in order to secure the blessings of birthright that was
taken fromne by fraud, do hereby as asseverate and term nate
all trusts, feudatory and adhesion contracts with the Federal
and State governnent and its agencies and with the corporate

state of California and its agencies for Wsl ey Snipes, being
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of sound m nd and body, do not choose nor have Wsl ey Snipes
ever chosen to give up, relinquish or otherw se waive any of
ny God-given natural constitutionally secured rights. And
further.”

Q Just taking a look at the first page, again, the -- |
guess the caption on the docunent, okay, what year is this
docunent supposed to cover, according to its caption?

A Tax year 1999.

Q ay. Taking a look at that date stanp next to the
caption, when was that docunment received at the |RS?

A June 9th, 2004.

Q ay. Wien would a 1999 tax return have properly been
due?

A It would have been due on April 15th of the follow ng
year.

Q And what year was that?

A 2000.

Q ay. You were also asked about Governnent's Exhi bit
128-2, which is another one of these filing statenents. And,
again, taking a |look at the caption, how is that captioned?
A "Filing statenment for tax year 2000 in affidavit form"
Q And what stanp do you see there as this docunent having
been received at the IRS?

A June 9th, 2004.

Q Wen were Fornms 1040 or tax returns supposed to have been
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filed for the year 2000, by what date?
A April 15th of 2001.
Q Counsel also examined with you Governnent's Exhibit 133-1.
A | believe they did, yes.
Q Howis that one captioned?
A "Notice and entry of default."
Q Was that one also received at the frivolous return
pr ogr anf?
A Yes, it was.
Q How do you know?
A The stanp just above the caption says received July 30th,
2004.
Q ay. Taking a look at the second page of this docunent,
what's the caption there in the mddle of the page?
A "Entry of default."”
Q ay. |In your research, have you found any entry of any
ki nd of judgnent against the IRS in favor of Wsley Snipes?
A No, | have not.
Q Counsel was al so asking you about the MFR-01 code. Do you
recal | that?
A Yes, | do.
Q Taking a | ook at Governnent's Exhibit Nunber 129-2 -- do
you have that in front of you?
A Yes, | do.

Q Does that have a stanmp on the front?
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A Yes, it does.

Q \Wat does the one in the upper |eft-hand corner say?

A  Received June 29th, 2004.

Q \Were was it received?

A In the FRP program

Q ay. Now, | believe counsel was | ooking at part of this
docunent that cones later. | think it's internally pagi nated

variously as 80 and 32. It is Bate stanped W5-15762. Do you
have that in front of you?

It's captioned "I M- MCC transcript specific." At the
bottom of the page it says "Exhibit BBB, 1 of 15."
A Yes, | have that here.
Q Oay. Wiat is this printout?
A This is the I M- transcript specific for Wsley Snipes for
tax year 1996.
Q Oay. And let's take a look at that tinme. For starters
what address does it give for Wsley Snipes in the upper |eft
corner of this transcript?
A The address listed is 25525 SR 46, Suite Two, Mount
Pl ymout h, Fl ori da.
Q ay. And do you see any -- taking a | ook at the |ower,
guess, mddle left of the docunment, do you see any indication
of tax on this docunent?
A | see a figure next to a date and just above return

recei ved date of 4,004, 158 doll ars.
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Q Do you know what that nunber represents?
A | believe that represents the tax liability for that year.
Q Oay. And the -- there is a figure for AGJ in the | ower
ri ght-hand corner. Do you see that?
Yes, | do.
And what's the figure for AG?
15, 387,378 dol | ars.
And for what tax year does this pertain?

1996.

o r» O > O P

Okay. Now, do you work with transcripts like this in the
course of your duties?

A On occasion, yes.

Q ay. How would one, you know, person such as yourself
who works for the I'RS, how would you obtain it?

A At ny terminal, | would request a copy of it sent to ne.
Q And where does it cone fronf

A  Wll, it cones fromthe Internal Revenue Service

dat abases. Wen | request it, it is actually printed out at
the Andover service center and it's sent to nme via conpany
mai | .

Q ay. And what would you do with transcripts like this?
A Well, occasionally we will have a request to have these
brought in for court and we will print themup for that. You
can review it to find out what's going on with the account.

Q And what do other people in the IRS do with it?
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A There are so many different codes here. Each departnent
woul d have nmaybe their own little particular information on
here to tell other people what may be happeni ng.
Q Is there sonme way people outside the IRS can get their
transcripts like this?
A Yes, if you request it under the Freedom of |nformation
Act .
Q Oay. And -- but, ordinarily, does the IRS just give
these people out to people, absent a kind of special
application like that?
A No.
Q So who are the people who are supposed to use these
transcripts?
A  Those of us who work at the Internal Revenue Service.
Q Now, counsel were asking you about this M-R-01 code.
A That's correct.
Q Now, where does this code reside ordinarily, if you
haven't printed it out?
A It is in the conmputer system
Q If the IRS conmputer sees this code, what does it tell the
I RS computer to do?

MR, WLSON: bjection; lack of foundation as to
what the conputer is told to do.

THE COURT: Well, it's a question of what -- within

the witness' know edge.

133

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Do you know sufficiently to answer that questi on,
based upon the performance of your usual duties?

THE W TNESS: Yes, | do.

THE COURT: You may answer.
A The MFR-01 instructs the conmputer to not send a 1040
package to the taxpayer to be filed with the Internal Revenue
Servi ce.
Q Is it correct that it has to do with sendi ng sonethi ng out
of the Internal Revenue Service?
A That's correct; and it's based on past filing history.
Q Oay. And howwould it be -- how would past filing
hi story make any difference as to this code?
A If you filed using a preparer or perhaps conputer software
or even online, we may put it as Code MFR-01 so that we don't
mai | out a package to the taxpayer. That saves on printing
expenses, as well as postage.
Q Is this MFR-01 code supposed to be sonme sort of nessage to
the taxpayer?
A No.
Q Now, looking at these transcripts, as well, counsel asked
you about SFR s. Do you recall that?
A That's correct.
Q ay. Does "SFR' show up in these transcripts sonetines,
that string of characters?

A Yes.
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Q Oay. And if that shows up in there, does that nean
sonmebody has actually filed a real tax return?
A No. That nmeans the Internal Revenue Service has started a
process wherein we can take sonme action for that particul ar
t ax noney.
Q Does that take away their obligation to file a tax return?
A No, it does not.

MR. McLELLAN: Beggi ng the Court's indul gence.

The governnment has nothing further for this wtness,
Your Honor.

THE COURT: Any recross, M. Barnes?

MR. BARNES: Yes, Your Honor.

RECROSS- EXAM NATI ON

BY MR BARNES:
Q Previously, there was a refund to -- there was a reference
to a refund check that M. W/Ison was aski ng you sone
questions. Do you renenber that?
A Yes.

Q And that refund check was not issued to M. Snipes;

correct?
A | don't renmenber who it was issued to.
Q In your reviewof the IRS files, did you find any refund

check sent to M. Snipes?
A | don't recall, no.

Q And did you find in your search of the files any record of
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any administrative hearing being given to M. Snipes for his

refund cl ai nf?

A

Q

| RS?

A

Q

A

Q

Not that | saw.

You nentioned a substitute for return being filed by the

That's correct.
Is that filed under penalty of perjury by the IRS officer?
| can't answer for that.

You nentioned that many of these docunents have a stanp of

frivolous return program is that correct?

A

Q

That's correct.

Did you do a search of the files at the frivolous return

program held by IRS officers responsible for M. Snipes' file

t here?

A

Q

No, | did not.

Let ne show you what's been marked as Def ense Exhibit 231.
MR. McLELLAN:. Obj ection, Your Honor.
THE COURT: What's your objection?
MR. McLELLAN: Lack of discovery, Your Honor.

THE COURT: What is this and what do you say to the

obj ection, M. Barnes?

MR. BARNES: | would provide a copy to the Court.

Your Honor, this docunment cones directly from

governnment discovery. It has W5 nunbers at the bottom of

each.
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THE COURT: Well, what do you say to that, M.
McLel | an?

MR McLELLAN: Well, Your Honor, we have obtai ned
fromthe defendant a docunent captioned "Defendant's Snipes’
exhibit list," and it contains apparently 229 itens, although
this nunber is higher than any of the nunbers on the list --
excuse ne, Your Honor -- so we just don't know anyt hi ng about
it.

THE COURT: Well, | amnot sure at the nonent that
that's a basis for objection, if, in fact, the docunment was
taken fromthose previously provided by the United States. |
will treat the objection as a notion to strike at the nonent.

Go ahead with your exam nation, M. Barnes, if you
can lay a predicate for it.

MR. BARNES: Yes, Judge.

MR, McLELLAN:  Your Honor, the governnent does not
yet have a copy of this docunent.

(Docurnent tendered.)

BY MR BARNES:

Q Can you go through this docunent, M. Crowey. Are you

famliar -- does the format of the docunment |ook famliar to
you?
A It is somewhat familiar, yes.

Q Could you expl ain?

A  Well, it just looks like it is screen shots of a database.
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Q \Wat database?
A It appears to be fromthe frivol ous return program
Q And who is the taxpayer's name identified?
A \Wesl ey Snipes.
Q Andif you turnto the fifth page, W5-17094, are there
various action date entries |listed there?
A Yes, there are.
Q And action date 7/9/2004 -- are those action dates, are
those the actions of an I RS enpl oyee?
A | can't attest to that. | don't know. | don't have
know edge - -
Q Normally, is the action date sonething that the I RS
enpl oyee woul d enter?

MR. McLELLAN:. Objection, Your Honor.

THE COURT: Sustained. Based on his |ast response,
| aminclined to sustain the objection, M. Barnes.
BY MR BARNES:
Q You earlier referred to these files being naintained by
I RS enpl oyees usually for IRS enpl oyees; is that correct?
A Could you state that question again? Because | don't know
what you are relating to.
Q Sure. You referred to these conputer files as being files
nmai nt ai ned by I RS enpl oyees for I RS enpl oyees.
A That's correct.

Q |Is this one of those files?

138
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A | don't knowthat it's filed for all of the enployees. |
don't know who actually has the ability to use this. | know
this is something that is under the frivolous return program
Q So do you know if non-1RS enpl oyees have access to it?
A | don't believe they do.
Q So, to your know edge, only I RS enpl oyees have access to
t his?
A As best | know, yes.
Q Next to 7/9/04, the fourth entry down, does it read:
"Frivol ous argunment. No change in taxpayer, TP, position
Frivolous mail. Destroy"?
A Yes, it does.
Q And the next one, 7/9/2004, does it say frivolous --

MR, McLELLAN: Qbjection. Your Honor, this exhibit
is not yet in evidence.

THE COURT: Sustained. Qught not to be published
unless it is in evidence, M. Barnes.

MR. BARNES: Yes, Your Honor.
BY MR BARNES:
Q So you did not review any of these files before you cane
here today?
A No, | did not.
Q Were you asked to review those files before you cane here
t oday?

A No, | was not.
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MR. BARNES: No further questions, Your Honor.

THE COURT: Any further questions, M. WIson?

MR. WLSON: No, Your Honor.

THE COURT: Thank you, Agent Crowl ey. You nay step
down.

Next w tness, gentlenen.

MR. O NEILL: Yes, Your Honor. The governnment woul d
call Kenneth Starr.

MR. BARNES: Side-bar, Your Honor?

THE COURT: On what, M. Barnes?

MR. BARNES: The issue that was raised previously,
Your Honor. The issue raised previously, Your Honor, about
rai sing per wtness.

THE COURT: Well, | suggest we conplete the
exam nation of the -- the direct exam nation of the w tness,
and then we can take up. That is ny understandi ng of the
Jencks Act.

MR. BARNES: Thank you, Your Honor.

THE DEPUTY CLERK: M. Starr, would you pl ease raise
your right hand.

*** KENNETH STARR was sworn
by the Deputy Cerk ***

THE DEPUTY CLERK: Pl ease have a seat. And pl ease

state your full nane, and spell your |ast nanme for the record.

THE W TNESS: Kenneth Starr, S-t-a-r-r.
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MR, O NEILL: My | inquire, Your Honor?
THE COURT: You may, M. O Neill
KENNETH STARR,
havi ng been first duly sworn, testified as foll ows:
DI RECT EXAM NATI ON

BY MR O NEILL:
Q M. Starr, I'mgoing to ask you a series of questions. |
woul d ask that you speak in a |oud and cl ear voice so everyone
can hear you. Also, if there's something | say that you don't
understand, please let me know. | will be glad to repeat it.
Sir, where were you born?
Bronx, New YorKk.
And how long did you reside in New York City?
| still do.
You have lived there your whole life?

Yes, | have.

o r» O > O P

Wul d you pl ease give a brief recitation of your

educati onal background to the |adies and gentlenen of the
jury.

A | went to public school in New York, PS 53 in the Bronx.

| went to Bayside H gh School, Queens College. Got a |aw
degree from Brooklyn Law School and a master's in taxation
from NYU

Q And in addition to your educational background, would you

al so please give a brief recitation of your professional

141
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backgr ound.
A For the first two-and-a-half to three years after
graduating fromlaw school, | worked for a firmcalled
Oppenhei ner, Pell, Dixon (phonetic), which specialized in
taxation. Fromthere, | started my owmn firm And then broke
away fromthat firmand started a new one in 1987, and that's
the firml currently have.
Q So the firmyou currently have, you have had since 1987,
sir?
A That is correct.
Q And what is the name of that firnf
A Starr & Conpany.
Q Now, just so the record is clear -- and you probably get
this a lot, but are you any relation to the Ken Starr who was
t he i ndependent counsel during the Cinton adninistration?
A  No, | amnot.
Q Sir, please describe what Starr & Conpany does. Wat type
of a business is that?
A W're basically what we would call a busi ness managenent,
financial consulting firm W consist nainly of CPAs and tax
attorneys. We would be called -- | guess the way peopl e | ook
at it, it's alnost like a famly office, where we will do
everything frompaying bills for people, doing their tax work,
and hel pi ng them determ ne where they would invest their

nmoney.
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Q M. Starr, thereis alittle feedback, | believe, on the
ni cr ophone.
THE COURT: Yes. Push it away just about an inch or
so, M. Starr, please.
THE WTNESS: Is that better?

BY MR O NEI LL:

Q Now, where is your firmlocated, sir?

A 850 Third Avenue in New York.

Q In New York City?

A Yes.

Q Now, would you describe -- do you have a typical type of

client? Is it varied? How would you describe your clientel e?
A It is avaried clientele. Probably about 20 to 25 percent
are in sone formof the nedia. The balance are just normally
either affluent individuals or people who have sonme uni que
achi evenent in an area, so we have deternined and they have
determ ned that we woul d work together.

Q Now, are you familiar with an individual by the nane of
Wesl ey Sni pes?

A Yes, | am

Q And do you see himin the courtroomtoday?

A Yes, | do.

Q Wuld you please identify himfor the record, describing
what he is wearing.

MR, BERNHOFT: Judge, we'll stipulate to M. Snipes'
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identity.

MR. O NEILL: Thank you, M. Bernhoft.

THE COURT: Very well. Go ahead.
BY MR O NEILL:
Q Wen did M. Snipes becone a client of Starr & Conpany?
A The early 1990s.
Q And to the best of your know edge, how did he becone a
client of Starr & Conpany?
A He had a nanager of his career naned Barbara Robi nson.
She was a friend of ny closest friend, and requested that we
neet with M. Snipes. And we did.

And | guess he was fromthe Bronx, | was fromthe Bronx,
actually not in areas too disparate fromone another. And got
along with himwell, liked him so we determ ned that we woul d
wor k t oget her.

Q Wen M. Snipes becane a client of Starr & Conpany, what,
if any, services did you performfor hinf

A The services that | stated. Wat we did is we would put
one of the partners, or a regular CPA who worked for us in
this case who was a partner, Mchael Canter, who basically
wor ked with him

W woul d take care of his checks, take care of his tax
work. And when he did earn sone substantial noney, hel ped him
with his investing.

Q And did that occur while M. Snipes was a client for Starr
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& Conpany?

A Yes, it did.

Q Now, you nentioned M. Canter handl ed the account?

A That is correct.

Q And what is his position within the --

A He is a partner of Starr & Conpany.

Q Now, did there conme a point intinme -- well, let nme ask

first approximately how |l ong was M. Snipes a client of Starr
& Conpany?
| woul d say probably approxi nately ei ght years or so.

A
Q ©Didthere cone a point in time when you terminated him as

aclient?

A Yes, there was a point in tine we did that.

Q And when was that, sir?

A That was the latter part of June 2000.

Q And can you describe for the | adies and gentlenmen of the

jury how that cane about, what caused the separation of himas
a client.

A Starting, | would say, probably at the begi nning of 2000,
we were making various inquiries. M. Snipes had nmade certain
transfers of funds overseas, had set up sonme new entities.

And in order to do a tax return, you have to not only
determ ne what soneone's salary is, but if they are earning

i ncome from ot her investnents.

And we inquired, sent a nunber of letters. M chael sent a
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whol e group of letters, and we were not really getting any
answers we coul d under st and.
And we finally received a response that | showed to Ron
Starr, who was tax person. And Mchael received it, and he
just didn't understand what it neant. And we were just unable
to get information that would enable us to do a tax return

Q As his tax preparers, why would you need that infornation

sir?
A Wll, the lawrequires that each individual file a return
each year, if they have incone. And we have to include -- the

U S is one of those countries that includes worldw de incone.
So if you are a U.S. citizen, it doesn't matter where your
noney is earned. You have to pay tax on it.

Qur job was to prepare those returns accurately. And it
was inpossible. W just didn't have the information.
Q As aresult of this not being able to get this type of
i nformation, did you personally confer with M. Snipes and
have a conversation w th hinf
A | spoke to M. Snipes. And the final conversation we had
was around June 28th, when we had about an hour-and-a- hal f
phone conversation, where | explained to himthat we needed
this type of information

M. Snipes said, basically, he wasn't going to supply it;
it wasn't needed, in his estimation, to file a return; that he

felt he did not have an obligation to file a return. | said
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that was ridiculous, that everyone has that obligation. He
said he had spoken to people who, in essence, said he didn't
have to.

Prior to that tinme, both Ron Starr and, | believe, M chael

had spoken to sone people --

MR. BARNES: bjection, Your Honor; hearsay and
narrating.

THE COURT: | didn't hear the last part after
"hearsay." Wat?

MR, BARNES: Narrating, Your Honor.

THE COURT: Well, that | aminclined to overrule.
However, it does appear as though he were testifying on the
basi s of what soneone else told you in that | ast response, M.
Starr.

Wul d that be accurate?

THE W TNESS: That woul d be accurate.

THE COURT: Put anot her questi on.

MR. O NEILL: Surely, Your Honor.
BY MR O NEILL:
Q M. Starr, had you al so been havi ng conversations during
this period of time prior to this phone conversation on
June 28th with M. Snipes with other people within the firm
such as Ron Starr and M chael Canter?
A Yes, | did.

Q And just for the record, is Ronald Starr your son?
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A Yes, he is.
Q And did you learn facts fromthem wi thout getting into
that in this courtroonf
A Yes, | did.
Q And did you convey those facts to M. Snipes during this
conversation?
A Yes, | did.
Q Wuat, if anything, did you say to M. Snipes during this
conversation on June 28th of 20007
A That | had gathered that he was being advised that under a
section of the tax law -- | believe it was Section 861 he was
quoting -- that, essentially, he did not have to pay taxes;
that he was being advised that the tax | aw had never been
properly legislated and, therefore, did not apply; and that he
did not have an obligation to file his taxes.
Q And what was his response to you?
A His response was: You always think you are right and you
al ways think you know everything. You are not right about
t hi s.
Q Based on your experience as a tax attorney with your

substantial experience in this field, did you think there was

any --

MR, BARNES: bjection, Your Honor. It calls for a
personal opinion. It also calls for undisclosed expert
opi ni ons.
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MR O NEILL: | agree with that, Your Honor, and I
nove to -- at least on the first part, | will withdrawit.
BY MR O NEILL:
Q Based on what he told you, what, if anything, did you say
in response?
A | told himthe infornation he was getting fromthe other
people was incorrect; if he didn't believe nme, | would suggest
that he discuss it with other conpetent people in the field of
taxation; and that | had never heard of anyone not having an
obligation to file a tax return and pay their taxes.
Q Were you able to convince himat that tine that he needed
to file his taxes and pay his taxes?
A He was adamant about the fact that he did not have that
obl i gati on.
Q And did the -- was anybody el se present for the
conversation that you had --
A Ron Starr was present for part of it. It was a |ong
conversation, so other people had wal ked in and out while I
was there. Ron Starr had been there probably for nmaybe a
hal f - hour or so.
Q And when you say a long conversation, M. Starr
approxi mtely how | ong was it?
A | would think it was probably close to 90 mi nutes.
Q And at the conclusion of that conversation, did you have a

neeting of the ninds? O what, if anything, occurred?
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A | think we agreed to disagree, and | said we would no
| onger be able to performservices for him and | was going to
send a letter to that aspect the next day.
Q And did you, in fact, send that letter?
A Yes, | did.
Q Wth the perm ssion of the Court, | would approach you
M. Starr, and show you what's been previously marked as
Governnent's Exhibit 69 for purposes of identification only.
And | would ask you not to read it yet because it is not in
evi dence, but | would ask you to | ook at that.
A That is the letter | sent.
Q And is that a docunment that | showed you this nmorning in
preparation for your testinony?
A Yes, it is.
Q Andis it kept in the normal course of business of Starr &
Conpany?
A Yes, it is.
Q Andis it the nornmal course of Starr & Conpany to keep
such records?
A Yes, it is.
Q And was it nade at or about the tine the date indicated on
t here?
A Yes, it was.

MR. O NEILL: Your Honor, at this tine | would nove

into evidence Governnent's Exhi bit 69.
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MR. BARNES: Your Honor, we have a Rule 106 request
that the following be adnitted at the sanme tine: 68-1, 68-2,
68-3, 68-4, 68-5, 68-6, 68-7, 68-8, 68-9, 68-10, 68-11, 69 --
well, in addition to 69.

MR. O NEILL: Judge, the governnent is nore than
happy to put those on through the appropriate wi tness that
will be coming up in due order. They are all on the
government's witness list -- exhibit list. Excuse ne.

THE COURT: Well, on that representation, | am
inclined to overrule the objection, if it was stated in the
formof an objection, M. Barnes. And hearing no other
objection to Governnment's Exhibit 69, | will receive it in
evi dence.

MR. O NEILL: Thank you, Your Honor. At this tine |
woul d ask to publish it to the jury.

THE COURT: Very well
BY MR O NEILL:

Q M. Starr, if you would, could you please read that al oud
tothe jury. It isalittle difficult to see this up on the
screen.
A "Dear Wsley: As per our discussion of June 28, 2000, we
have agreed on the follow ng procedures.

"One, you will hire an accountant or tax attorney to
prepare your 1999 tax returns for your various entities and

your individual return. You nentioned the possibility of
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usi ng Ray P. Pope.

"W will continue to nonitor the investnents which we have
advi sed you on; nanely, Blackstone and Gol dman Sachs.

"Three, we will assist you in obtaining a bookkeeper to be
| ocated in your New York office, who will prepare all of your
checks and make all deposits for you for your various
entities.

"W will, of course, work with all of these individuals to
nake as snmooth a transition as possible to ensure that your
work is continued uninterrupted.

"Let ne reiterate that | consider you to be an astute
i ndividual in both your personal and business life. To the
extent you need our help, we will be available for you
However, as | stated, the positions you are taking in both
your tax planning and investnents are contrary to our advice.
Therefore, | do not believe we can effectively help you.

"l consider you a close friend and hope the course you
have chosen proves to be valid and effective. Best regards,
Ken. "

Q Thank you, sir. Now, up until this point in tinm when you
had term nated M. Snipes as a client, had you had any
quarrels, disagreenents with M. Snipes?

A Not at all.

Q Subsequent to this tine, were there any quarrels or

squabbl es with M. Snipes?
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A \Well, I know he had sonme words with M. Canter when
M. Snipes, when he first received this, basically wasn't
gi ving us anyplace to send the records, and, in essence,
wanted us virtually to continue to do the work.
W could not do that. | had M. Canter send several
followup letters, basically inform ng himof the due dates of

these returns, and reiterating the fact that those returns had

to be filed.
And eventually he gave us a place -- | believe it was his
New York office -- that his records were sent to.

Q And why would it be that Starr & Conpany woul d have had
records of M. Snipes at that tine?

A \Well, one of the requirenents in being a CPA in New York
State Society is that you maintain the records of your client
and the work you have done and you, you know, hold onto them
until such tine as soneone el se has taken over the account.
You are supposed to naintain an orderly transition, which is
what we were trying to do.

MR. O NEILL: Thank you, M. Starr.

| have no further questions, Your Honor.

THE COURT: Al right. That brings us roughly to
the mddle of the afternoon, nenbers of the jury. At this
nat ural breaking point in the exam nation of M. Starr as a
wi tness, let's pause and take our afternoon break.

(Short recess taken.)
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(Jury absent.)

THE COURT: Thank you. Be seated, please.

| now see the notion that was referred to at our
| ast sidebar discussion, counsel, that was filed earlier
today, | believe, by M. Snipes, Docunent 375, which addresses
several anticipated governnent w tnesses apparently, including
M. Starr.

What is this about, M. Barnes, the material that's
described in the notion with respect to M. Starr?

MR. BARNES: Yes, Your Honor. It concerns the grand
jury files involving M. Pellicano, a grand jury investigation
concerning M. Starr retaining attorney Burt Fields who
retai ned Anthony Pellicano in a dispute between M. Starr and
Syl vester Stallone that began around March of 2000, ended up
inlitigation in 2002.

Utimtely it was found out that M. Starr's
attorney had hired an investigator to do illegal w retapping
on M. Stallone raising crimnal investigation of M. Starr
and his attorney, Burt Fields, and the investigator, Anthony
Pel | i cano.

What we're requesting is those grand jury
transcripts or any other information that would relate to
M. Starr having any kind of agreenent, or any other kind of

agreenent, or -- both as inpeachnent nmaterial and al so as any
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ki nd of bias notivation in favor of the government for his
testinony today arising out of that crininal investigation.

THE COURT: M. ONeill?

MR. O NEILL: Yes, Your Honor.

THE COURT: What do you say to this?

MR, O NEILL: Judge, |'ve not seen the notion, but
what | can say to that is --

THE COURT: Say it again.

MR O NEILL: | have not seen the notion, but what |
can say as to M. Barnes' representations, there is no Brady,
Gglio concerning M. Starr. Let me explain why, Judge.

M. Barnes nmade an application for this materi al
pretrial. He brought it to M. Mrris' attention, who had no

i dea what he was speaki ng about, never heard of M. Pellicano,

did not know about this civil lawsuit. Apparently there was a
civil lawsuit involving Starr & Conpany and Syl vester
Stal | one.

An individual was hired by the nanme of
M. Pellicano, who is a private investigator. He apparently
in that case took it upon hinself to do sone ill egal
wi retappi ng of which he is being prosecuted. That does not
inplicate M. Starr. | asked him-- just this norning, again,
we tal ked about it, and he said he was a witness in that
proceeding, interviewed as a witness, not as a target, not as

a subject. So there is no Brady, Gglio concerning M. Starr.
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This was information that M. Barnes knew about and
brought to our attention. |In fact, we had no know edge
what soever about this.

THE COURT: How could this be excul patory or useful

for inpeachnent of the w tness?

MR. BARNES: Your Honor, |'ll accept attorney
O Neill's representation as to what the facts are. Wat we
were curious about is whether there was -- how that

i nvestigation had proceeded, whether it did, in fact,
inplicate M. Starr, and whether any issues arose for either
i npeachnment material or immunity material related thereto.

The only other thing | would request is if there was
any menorandum of interview or rough note relating to the
i nterview he just spoke of this norning; | believe that would
fall under possible Jencks material, Your Honor.

THE COURT: Well, only if it was a statenment of the
wi tness as distinguished fromthe notes of counsel
M. Barnes.

| don't see anything here that would be useful for
pur poses of inpeachnment or otherwi se within the anmbit of Brady
or Gglio under Rule 608 of the Federal Rules of Evidence, and
it would be collateral inpeachnent at best, it seens to ne.
So I'lIl not require the governnment to do anything nore than it
has j ust done.

MR, BARNES: Yes, Your Honor.

156

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

157

THE COURT: Seat the jury, please, Marshal

(Jury present.)

THE COURT: Thank you. Be seated, please, nenbers
of the jury.

M. Barnes, do you wi sh to cross-exani ne?

MR. BARNES: Yes, Judge.

CROSS- EXAM NATI ON

BY MR BARNES:
Q Good afternoon, M. Starr
A.  CGood afternoon
Q Were you issued a subpoena by M. Snipes for certain

docunents to bring with you today?

A. | don't believe so. | did receive a subpoena fromthe
gover nnent .

Q You have not received any subpoena in this case?

A.  Fromthe governnent | did.

Q But not fromours --

A.  No.

Q -- you did not receive that subpoena?

A. Dd not.

Q Explainthe -- is it the case that the clients you
represented -- all the noney that cane in originally would go

t hrough your firmbefore they would go to the client; is that
the case in many instances?

A. It varies. In certain cases it goes first to their agent
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and their agent renits it to us and then we record it.
Q Wat is a | oan-out conpany?
A. A loan-out conpany is a corporation set up by an
individual -- in nany cases in the area of the entertainnment
worl d, because they could be working for four or five
different films; they could be getting residuals -- and they
set up a corporation or an LLC, and that entity collects the
noney. In essence, that would be the person who would sign
the contract to make a novie. So if you' re making a novie
within the United States, that entity would be the entity that

woul d contract for it.

Q Is that commonpl ace for your actor and actress clients?
A. It's commonplace in the industry.
Q Is it also commonplace that many of the celebrity clients

that you represent, if they purchase a hone, they don't put
the hone in their own nane?

A. That al so happens. They will put it either in a trust or
a corporation in order for themnot to have it easily
identifiable so that it doesn't draw as nuch attention from
the public.

Q So stalkers don't show up at their door?

A, Yeah.

Q One of the things you did was -- so part of what you did
was process inconming noney on behalf of the clients, correct?

A. Correct.
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Q Another thing you did was pay the bills of those clients?
A. W would draw the checks and send themto the client who
woul d then sign the checks and forward t hose checks out.
Q Wuld this often cover the entire scope of what bills they
had due; in other words, rent --
A. At least the bills we were aware of, yes.
Q And so is -- was there any particular reason for this in

terns of actors' careers that --

A. It's not just actors; it's famly officers of affluent
individuals or CEGCs. It enables themnot to have to worry
about the bill-paying process and the collection of their

i ncone.

Q Do you also recomend investnents to your clients?
A.  On occasion we do.

Q |Is one of those investnents Bl ackstone | nvestors
Part ner shi p?

A Yes, it is.

Q And do you also manage filing the returns for Bl ackstone
| nvest ment Part nershi p?

A.  Yes, we do.

Q Does Bl ackstone I nvestnment Partnership -- Investors
Part nership i nvest noneys in various foreign countries,
foreign entities and foreign trusts?

A. No, it does not.

Q Does not?
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A. It invests basically in -- well, actually, it probably
could invest in a foreign conpany, but it does -- it has one
naj or investnment. That mgjor investnent is made with a group
cal | ed Bl ackstone.

Q Oh. Blackstone. Does Bl ackstone invest or have nonies
pl aced in --

A. Bl ackstone has invested overseas, yes.

Q Overseas. Including foreign entities and foreign trusts?
A. |1've never known themto do a foreign trust, but they can
do a foreign entity.

Q Ckay.

A. Foreign corporation.

Q Was it routine when you were filing returns on behal f of
M. Snipes between 1993 and 1998 that you woul d request
extensions until Cctober for filing those returns?

A Yes, it was.

Q Is that because the nature of the docunentation requires
extra time for you to prepare?

A. Also because the infornation we have to get as -- in
certain cases is not ready until later in the year.

Q Oay. And that's not something within the client's
control; that depends on third-party information?

A. That depends on third-party infornation.

Q You filed the returns for M. Snipes, or your firmdid,

for 1997, 1998, correct?
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A. To the best of ny know edge, yes, M. Canter woul d prepare
t hat .
Q And all tax was paid that was required under those
returns?
A. To the best of ny know edge, yes.
Q Was one of your clients Sylvester Stallone?
A Yes, it was.
Q Beginning in March of 2000 and then culminating in
litigation, did a dispute arise between you and Syl vester
St al | one concerni ng managenent of his noney?
A, Not in March of 2000.
MR. O NEILL: Objection, Your Honor.
THE WTNESS: No. That's incorrect.
BY MR BARNES:
Q Were you aware that --
MR. O NEILL: Objection to relevancy, Your Honor.
MR. BARNES: 1'Il go back to the foundation, Your
Honor. I'll ask the question again.
BY MR BARNES:
Q Were you aware of the friendship between Syl vester
Stall one and M. Snipes?
A Yes, | was.
Q Wen did the problens with M. Stallone begi n?
A.  Probably 2001
Q

Utimately did it result in litigation?
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Utimately it resulted in litigation
And he filed suit against you?
Yes, he did.

What did he allege in the suit?

> O > O >

He al l eged --
MR. O NEILL: Objection to relevancy, Your Honor.
THE COURT: Sustai ned.
BY MR BARNES:
Q Dd any issues arise -- well, does the nanme Anthony
Pellicano ring a bell?
A, Yes, it does.
Q How so?
MR. O NEILL: Objection to the rel evancy,
Your Honor.
MR, BARNES: This was public information during the

period of tinme of which M. Snipes was naki ng vari ous

deci si ons.

THE COURT: Well, that doesn't denobnstrate its
rel evancy, at least to ne, M. Barnes. |[|'ll sustain that
obj ecti on.

BY MR BARNES:

Q Were you aware that M. Snipes had concerns over a
$2 million note involving Chase Manhattan Bank?

A Yes, | was.

MR O NEILL: |If we could have a tine frane on that
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question, Your Honor?

THE COURT: Only ask one question at a tine. Lay
your predicate, M. Barnes. o ahead.
BY MR BARNES:
Q Did these concerns conmence around early 20007?
A. Actually, | believe it was subsequent to him|leaving us.
| don't know the exact tinme frame.
Q So at sone point in 2000 concerns were raised about a
$2 mllion note with Chase Manhattan?
A. | think it was subsequent to that date. | don't know the
exact date.
Q And was the concern that M. Snipes raised was that
soneone had done that note w thout his authorization?
A. It wasn't a concern; it was a statenment he made. That was
not true.
Q That was a statenent he nmade to you that sonmeone had done
this at your firmw thout his authority?
A. He did not say ny firm and he never alleged in nmy firm
Q Were you aware of the crininal conplaint filed in the
County of New York against you arising out of that matter?
A. There was no crimnal conplaint filed agai nst ne.
Q Are you aware of the request for a crininal conplaint by
M. Snipes to the New York County D. A requesting an
i nvestigation of you?

A. There was an inquiry of us that we were asked to cone down
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to explainit to the D A
Q And at that tine the D. A explained that M. Snipes had
rai sed these concerns?

A. He said the concerns were not well-founded. They were, in

fact --

Q The question is, did he explain to you what concerns

M. Snipes had rai sed concerning you?

A, Yes, he did.

Q And those concerns --

A. It was not concerning ne.

Q Oh. \Who was it concerning?

A. He said that there was a note signed. He did not know who

had signed it, and specifically did not allege it was anyone
at our firmor me -- at least us -- and the A D.A did not say
it was us.

Q So there was a concern with a note, and they did an
inquiry as to you as to whether or not you were responsible

for signing a note that he did not authorize?

A. No. No. Not at all. Not what was said.

Q Are you -- do you know an attorney by the nane of Raynond
Pope?

A. | do not.

Q Are you famliar with issuing letter opinions on |egal
matters or tax matters for clients?

A. W do not do that.
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Q Wat is a letter opinion?
A Aletter opinionis --

MR. O NEILL: Objection, Your Honor, beyond the
scope.

THE W TNESS: Pardon me?

MR. O NEILL: Beyond the scope of direct
exam nati on.

THE COURT: Well, perhaps but perhaps not. At the
nonent |'Il overrule the objection.

THE WTNESS: A letter opinionis nornally if
there's a certain state of facts that you want a prior -- a
private opinion with the IRS. You give the statenment of
facts; you present it to the IRS, and they will give you an
opi ni on back as to whether or not there is a validity to the
stand you' re taking.
BY MR BARNES:
Q Okay. But your firm does not provide that service to
clients?
A. W do not do that.
Q Ckay.

MR. BARNES: Can we pl ease | ook at Exhibit Nunber
697
BY MR BARNES:
Q Inthe nmddle -- did | understand correctly that you told

M. ONeill -- or told the jury when M. O Neill was asking
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you questions that you ceased all services for M. Snipes as
of June 29, 20007
A. That is not at all what | said.

Q Oh. Wuld you please explain?

A. | said that we would continue doing the transitional work,
as we said in the letter, because he did not have a
bookkeeper. And we were not able to send the records out.

So in concert with what the Al CPA requires, we continued
doi ng the rudi nentary bookkeepi ng work, making sure that noney
cane in was recorded and that his work was done.

Q Was it just rudinmentary bookkeepi ng work you continued to
do?
A. | was not directly on the account. You would have to ask

the gentl eman who was.

Q Well, let's look at the letter. What does category two
say?
A. "To nonitor the investnents which we advi sed you on,

nanel y, Bl ackstone and Gol dman."

Q Correct. So you were -- how nuch noney did M. Snipes
have i nvested in your recommended Bl ackstone i nvestnent?

A. | don't recall off the top of ny head.

Q ©Ddyou take an inquiry as to how nuch it was at the tine
you wote the letter?

A. W did and, in fact, he ultimtely requested that we -- he

redeemhis interest in Blackstone, which was done.
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Q So ultimately he asked for those nonies to be withdrawn as

wel | 2
A. Correct.

MR. BARNES: Could you go to the bottom of the
letter?

THE WTNESS: Right.
BY MR BARNES:
Q You told M. Snipes that you hoped "the course you have
chosen proves to be valid and effective," correct?
A. Unh-huh
Q Nowhere in this letter did you cite any statutes, cases or
regul ati ons that disagreed with the position he told you about
on the phone, correct?
A W said it verbally, as did Ron Starr, as did M chae
Canter.
Q So verbally you told himexactly which cases there were
and whi ch statutes and which regul ations?
A.  That was not our obligation here.
Q So -- and you did not do that?
A. VWhat we said was -- he quoted Section 861. W said we
| ooked at it, that there was absolutely no way that anyone
could base not filing a return on that, and that we knew of no
reason that anyone ever had been able to not file a tax
return.

Q But you never put that in witing?
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A. There was no reason to. W were resigning the account.
We don't need a reason to resign the account.
Q And you had never cited to himany particular cases that
dealt with the issue?

MR. O NEILL: Cbjection, asked and answered.

THE COURT: No, I'Il overrule that objection

THE W TNESS: You woul d have to ask Ron Starr that
question and M chael Canter
BY MR BARNES:
Q You don't know?
A. | was not speaking to his, quote, new tax advisors.
Q You were aware that he had requested that people for your
firmspeak with the tax advisors to address the | egal issues
i nvol ved?
A. And they did, and they found there was no validity to what
they were saying.
But they never put that in witing and never said --
They told himit verbally.
Never put it in witing?
They said it verbally.
Do you operate on a contingency basis?

Wth certain clients we do.

o >» O > O > O

And that neans that you get a percentage of the anount of
noney they nake?

A, In Wesley's case it was 2 percent.
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MR. BARNES: One nonent, Your Honor.
(Pause.)
BY MR BARNES:
Q By the way, were you aware that in 1998 M. Snipes | ost

$750, 000 on the tax return prepared by your firnf

A |I'maware there was a | oss reported. M. Snhipes was
nmaki ng docunentaries. And those docunentaries -- one of which
| think was possibly sold -- |'mnot --

Q Are you aware of what your investnent -- what the rate of

return was on your investnents for those years that you
recomrended to hinf

A. W could get it for you, but I will tell you that on

Bl ackstone and Goldnan -- all right? -- they all nade noney.

Q Wat was the rate of return?

A. He did not |ose noney on those.

Q You don't know what the rate of return was on those years?
A. Not off the top of ny head, no.

Q And you didn't bring any of those docunents with you today

because you --
A. W weren't requested.
MR. BARNES: No further questions.
THE COURT: M. WIson?
MR, WLSON: Yes, Judge.
CROSS- EXAM NATI ON

BY MR W LSON:
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Q Good afternoon, M. Starr.
A.  CGood afternoon.
Q M. Starr, you just testified that M. Snipes had
requested that your firmsend tax information to his new tax
advi sors, is that right?
A. No. | said that he requested that his files be sent, |
believe, to his New York office, which is where they were
sent.
Q ay. So you -- he asked that they be sent to his,
M. Snipes', New York office, not his new tax advisors?
A. Not to the best of ny know edge.
Q ay. Thank you very rmuch.
MR WLSON. That's all | have, Judge.
THE COURT: M. ONeill?
REDI RECT EXAM NATI ON
BY MR O NEILL:
Q M. Starr, M. Barnes asked you about | oan-out conpanies
and your famliarity. Did M. Snipes have a | oan-out conpany?
A.  Yes, he did.
Q And what was that?
A. | believe it was Aren RA.
Q Now, M. Barnes asked you questions about Bl ackstone. Do
you recall that?
A, Yes, | do.

Q And can you briefly describe what Bl ackstone is to the
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| adi es and gentlenen of the jury?
A. Bl ackstone is the nunber one private equity firmin the
worl d. They nanage sonewhere in the vicinity at this stage of
approxi mately a hundred twenty to a hundred and thirty billion
dollars. They have had the best success record of any private
equity firmwth their typical investnent returning ultimtely

somewhere in the vicinity between 25 and 35 percent a year.

Q Any way to guess what Mster -- not guess, | shouldn't
say -- estimate M. Snipes' percentage w thin Bl ackstone?

A. There really -- you nean as far as what --

Q His investnent.

A.  \What portion of it was?

Q Yes.

A. M guess is that fund was probably about a six and a half

billion dollar fund. He probably had about a nillion dollars
init. So probably one-sixteenth of one percent, sonething
very small .

Q M. Barnes -- excuse ne, M. Starr.

M. Barnes asked you about a percentage that Starr &
Conmpany woul d get to nanage a certain person, and you
nentioned in M. Snipes' case it was 2 percent.

A. Correct.
Q For what did you earn this 2 percent? Wat did you charge
that for?

A. That was inclusive of every service, fromdoing his checks
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to filing his tax returns for -- as an exanple, M. Snipes was
tal ki ng about investing in an Internet conpany. W had that
neeting. Anything he would wish us to |look at, we would | ook
at and take care of.

If he decided to buy a piece of real estate -- and if |
may explain, the $2 mllion M. Barnes alluded to, M. Snipes
in 1995 took out a loan for $2 million under an entity called
Pyram d House, which he controlled 100 percent. That
$2 million then went to buy M. Snipes' personal residence in
Marina Del Rey. That's where that noney went.

He subsequently signhed with the bank several renewal notes
for that loan and ultinately also paid off part of the |oan,
sent a letter to the bank prom sing -- after not paying
interest, pronising to pay the bal ance --

MR. BARNES: bjection, Your Honor. All of this is
beyond his personal knowl edge. He earlier adnitted he didn't
know what the allegations were, didn't know what --

THE COURT: Well, I'minclined to sustain the
objection at this point.

Put another question, M. O Neill.

MR. O NEILL: Yes, Your Honor.

BY MR O NEILL:
Q | was going to nove to the house, M. Starr. Wat year
was this house purchased by M. Snipes?

A, 1995.

172
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Q And what year did he nake all egations that somehow fraud
was involved in the purchase of this house?
A | think it was, |ike, 2002, 2003.
Q And as a result of that, did you, in fact, go and speak to
the New York County District Attorney's Ofice?
A | did.
Q And at any point were you told that you were involved in
some sort of activity that was fraudul ent?
A.  Never.

MR. O NEILL: Nothing further, Your Honor.

RECROSS EXAM NATI ON

BY MR BARNES:
Q One of the other investnents you recomended was Pl anet
Hol | ywood, right?

MR. O NEILL: Objection, beyond the scope.

MR BARNES: It's one of the investnents he
reconmended to M. Snipes. He referred to the Black --

THE COURT: Overruled. Go ahead.

THE WTNESS: That is not true.
BY MR BARNES:
Q You did not recomend investnments in Planet Hollywood to
any of your clients?
A.  You asked in the case of M. Snipes. The answer is, | did
not .

Q Soif the tax returns show M. Snipes' investnments in
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Pl anet Hol | ywood, that had nothing to do with you?
A. M. Snipes was recruited by Robert Earle to be one of the
participants in Planet Hollywood --
Q And it was Robert Earle --
A. -- and was given --
Q \Were there people on the --

MR. O NEILL: Cbjection.

THE COURT: Sustained. Pernit himto conplete his
answer, M. Barnes.

THE WTNESS: And M. Snipes was, to the best of ny
recol |l ection, given a portion of Planet Hollywood. And the
anount of noney involved, | believe, was relatively small. |
think it was sonething |ike $50, 000.

BY MR BARNES:
Q D d Planet Hollywod stock ultimtely collapse?

MR. O NEILL: Objection to the rel evance,
Your Honor.

THE COURT: No, I'Il overrule that objection.

THE W TNESS: Pl anet Hol | ywood ultinmately went
bankr upt .

BY MR BARNES:

Q And was that the basis for the suit of M. Stallone
agai nst you?

A. No, it was not.

Q Was that issue nentioned in the |awsuit agai nst you?
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A Yes, it was.
MR. BARNES: No further questions.
THE COURT: M. WIson, do you have any recross?
MR. WLSON: No, Your Honor

THE COURT: Thank you, M. Starr. You nmay step

down, sir.

THE W TNESS: Thank you, Your Honor

THE COURT: Next w tness.

MR. O NEILL: Your Honor, the governnent calls
Ron Starr.

*** RONALD M CHAEL STARR was sworn by the Deputy Cerk ***

THE DEPUTY CLERK: Pl ease have a seat.

Pl ease state your full nane, and spell your |ast
name for the record.

THE WTNESS: Ronald M chael Starr, S-T-A-RR

MR. O NEILL: My | inquire, Your Honor?

THE COURT: You may.

RONALD M CHAEL STARR
being duly sworn, testified as follows:
DI RECT EXAM NATI ON

BY MR O NEILL:
Q M. Starr, I'mgoing to ask you a series of questions.
I'd ask you to speak in a |oud voice so everyone can hear you.
And if there's sonething that | say that you don't understand,

pl ease ask me to repeat it.
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Ckay.
Sir, where are you fronf
New York City.
How | ong have you lived in New York City?

Since 1991, so 16, 17 years.

o >» O > O »

And, M. Starr, could you please relate to the | adies and
gentl enmen of the jury your educational background?

A. | went to high school on Long Island. | went to

under graduat e school at Tufts University where | got a degree
in economics and in drama. And | went to NYU School of Law
where | got a J.D. And | fell a couple of credit shorts from
getting my LLMin taxation as | was going part-tinme during
wor k, and work hours were just a little too much.

Q After graduating fromlaw school, where did you go to

wor k?

A. | went to work at Proskauer Rose, which is a lawfirmin
New York City, for two years. And then | went to work with ny
father at Starr & Conpany.

Q And what year did you go to work at Starr & Conpany?

A 1996.

Q Now, are you familiar with an individual by the nane of
Wesl ey Sni pes?

A Yes, | am

Q And do you see himin the courtroomtoday?

A.  Yes, | do.
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Q Wen you becanme work -- began work at Starr & Conpany, was
he already a client?

A.  Yes, he was.

Q Now, when you went to work at Starr & Conpany, what, if
anyt hing, did you do there?

A. Wien | first cane there, | was given the title of tax
nmanager due to ny background in tax law. W did basically tax
pl anni ng, tax conpliance, which is the preparation of incone
tax returns, gift tax returns, estate tax returns.

And | also did sone of the business managenent work that
we do at Starr & Conpany, helping clients pay their bills,
assisting themin getting nortgages if they are buying a
house.

We al so did sone investnent advisory work where, if they
were | ooking for investnents, we would introduce themto
various investnent nanagers.

Q Now, did Starr & Conpany provide services other than tax
services to clients?

A. Sure. W do business nanagenent, which paying the bills

kind of falls under. | have had clients who have asked us to
hel p them find household staff. | had one client who woul d
call me -- the fire alarmwent off in her apartnment; the fire

departnment canme. She didn't know what to do, so she called
us.

Alot of the tine we just -- for our clients we try to
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provi de whatever services they are going to need, and we're
general ly the phone call they make if they don't know who to
cal I .

Q But is it fair to say generally what you do is tax --
A. | do nostly tax; that's correct.
Q Now, is it fair to say that M. Snipes was a client of

Starr & Conpany?

A, Yes.

Q And what type of services did Starr & Conpany provide for
M. Snipes?

A. They assisted himin his bill paying. W did his tax

returns, both corporate and individual. And to sonme extent,
if he was buying or selling a property, we would hel p hi mout
by introducing himto the banks, assisting with the nortgage
applications. W worked hand in hand with his attorneys on
various transactions, that kind of thing.

Q Do you renmenber any of his attorneys?

A. | believe Barry H rsch was one of his attorneys, his
entertai nnent | awer; and Joe Denofrio was with that firm and
he helped himwith real estate transactions. Those are the
only two that | knew of.

Q And where is that firm based?

A.  Los Angel es.

Q Now, M. Starr, who prinarily worked on M. Snipes'

account while he was a client at Starr & Conpany?
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A.  Mchael Canter.
Q Was he working on that account even before you got to the
firn®
A. | believe so, yes.
Q ©Didthere cone a point in time when Starr & Conpany began
experiencing problens or issues in handling the account of
Wesl ey Sni pes?
A, Yes. Around the 1999, 2000 ti ne.
Q And can you explain for the | adies and gentl enmen of the
jury what happened?
A Well, essentially while we were trying to gather the
information to prepare his return for 1999, he had entered
into some kind of a transaction where he, with the hel p of
sonme other people, had put together sonme sort of a trust
conpany. We tried to get sonme nore information on that. He
had been maki ng sonme transfers -- wire transfers that we
didn't really know what the purpose was, what the destination
of the wires were.

And when we tried to get sone additional information to be
able to prepare the return, a lot of the information that we
got wasn't really helpful, and a ot of tinme it wasn't
forthconing. W had to send several letters asking for
information. And sonetines the letter, when he eventually did
wite back, didn't really have a great deal of hel pful

information to prepare the returns.
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Q Were you working with anybody within the conmpany on
M. Snipes' account at this tine? Wre you personally
i nvol ved in these issues?
A. Well, Mchael Canter was having a lot of problens with
this. So then he cane to ne, and at one point M chael said
that M. Snipes had asked him --
MR. BARNES: bjection, Your Honor, hearsay.
THE COURT: Sustai ned.
THE W TNESS: At one point Mchael --
BY MR O NEILL:
No.
Ckay.

M. Starr, you cannot tell us what M. Canter said.

Q

A

Q

A Ckay.
Q But as a result, did you have a conversation with

M. Canter?

A. | did. And as a result of that conversation, M chael
Canter and | tel ephoned sonmeone we believed to be either Eddie
Kahn or Eddi e Con (phonetic) -- | don't know exactly how to
pronounce it --

Q Okay. Let nme stop you for a second. Wen did that
conversation occur?

A. | believe that conversation was around March of 2000. |

couldn't tell you -- | just don't recall the exact date.

Q Okay. But approximtely March of 2000?
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A. | believe so.
Q And howwas it -- did you call this M. Kahn, or did he
call you?
A, W called him
Q And do you know where he was |ocated in this tel ephone
conversation?
A. | don't recall where he was |located. | believe it was
Florida, but | couldn't be 100 percent certain.
Q And when you had this conversation, were you on the
t el ephone speaking with M. Kahn?
A Yes, | was.
Q Wiat, if anything, was said?
A Well, we called M. Kahn because we were under the
i mpression that there was sone position that M. Kahn was
espousi ng that individuals didn't have to pay incone taxes.
And that was fairly new news to ne. So we decided to call him
and ask himto give us nore infornmation on this theory why he
believed that incone taxes didn't have to be paid, why

wi t hhol ding didn't have to be done on enpl oyees, and to see if

there was any legitinmacy to this claimbecause, like |I said, |
didn't learn about it intax -- in ny tax classes in |aw
school. | didn't learn about it in Proskauer, and |I hadn't

heard about it at Starr & Conpany.
Q Now, you spoke, then, to M. Kahn?

A Yes.
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And did he explain this position to you?
Yes, he did.

What, if anything, did he say?

> O > O

He said that the Internal Revenue Code wasn't, in fact,
law. And then he also said, notwthstanding the fact that
it's not law, there was a code provision in the Interna
Revenue Code, I RC Section 861, which defined what inconme was
U S. source inconme and woul d be taxable and that nost
remuneration is not taxable under that code section.

So wages earned in the United States --

He was saying --

-- were not taxable?

He was sayi ng would not be taxable; that is correct.

Did you ask himfor any authority to support his position?

> O » O > O

| did. And as a result, he sent us a fax that had
basically an introduction to the Internal Revenue Code,
basically saying this is a restatenent of the laws. And he
al so sent us a copy of Section 861 and the regul ati ons under
Section 861, which we have in our library as well.

Q And did you review that position?

Yes, | did.

Did it make sense to you?

No, it did not.

o > O P

Did you see any basis in law or in fact as to --

MR, BARNES: bjection, Your Honor. That calls for
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personal opinion, also expert opinion outside -- w thout prior
noti ce.

THE COURT: |I'minclined to overrule that objection
given his testinmony concerning his relationship with his firm
and his firmwith M. Snipes at the tine.

You may answer the question. Do you renenber the
question, M. Starr?

THE WTNESS: Yes. Upon researching the code
section, the -- the argunent did not seemto hold any -- mnake
any sense or hold any water, in nmy opinion
BY MR O NEILL:

Q As aresult of that, what, if anything, did you do?

A. After this conversation, after my additional research, |
went and spoke with my father, Ken Starr, and | told himthat
this is not a position that we would be able to take; there's
no -- there's no nerit init. The Code Section 861 basically
is applicable to non-resident, non-U S. citizens to see what

i ncone they would be taxed on.

So, for exanple, someone that lived and was a citizen of
Italy, what U S. incone -- what -- what incone they may have
that would be taxable in the United States and they'd have to
pay taxes. It had no bearing at all on a resident or a
citizen of the United States.

So | said to himit -- we have an issue if -- if

M. Snipes insists on taking this position, because this is

183
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not sonething that we can do.
Q Now, to your know edge, did your father convey this
information to M. Snipes?
A.  Yes, he did.
Q And how do you know that?
A. He was on a tel ephone call with M. Snipes, and | was in
his office for the last 20 or 30 mnutes of that phone call.

Q And when did this conversation take place?

A, Sonetinme in -- | think it was towards the end of June of
2000.
Q And what did you hear your father -- well, let nme wthdraw

that. That woul d be hearsay.

But you were present when your father was naking a
tel ephone call -- conversation with Wsley Snipes?
A. That is correct.
Q Shortly thereafter, was M. Snipes terninated as a client
of Starr & Conpany?
A.  The very next day.
Q Now, did you have a nunber of records at that time in the
possession of Starr & Conpany that belonged to M. Snipes?
A, Yes, we did.
Q M. Starr, with the pernission of the Court, | would bring
to your attention several docunents beginning with
Governnent's Exhibit 65-1, which are Bates stanp nunbers

W5- 02150 t hrough 03056.
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M. Starr, | would ask you to | ook through these
docunent s.
(Pause.)

A. Should I look through themall?

Q Yes, sir.
(Pause.)
A. |I'msorry, there's just a |ot of docunents.

Q Yes, there are.
(Pause.)
THE COURT: M. O Neill, what exhibit, or exhibits,
have you handed M. Starr?
MR. O NEILL: Your Honor, 65-1.
THE COURT: Thank you.
MR, WLSON: Your Honor, I"'msorry. | didn't get
the Bates code ranges on those.
MR. O NEILL: That would be W5-02150 t hrough 03056.
MR, WLSON:. Thank you, sir.
BY MR O NEILL:
Q M. Starr, did you have an opportunity to | ook through
t hese?
A, Yes.
Q Okay. Are these records that are kept in the ordinary
course of Starr & Conpany's business?
A, Yes.

Q Andis it the ordinary course of Starr & Conpany's

185
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busi ness to keep such records?
A Yes, it is.
Q And are the matters contained therein generated at or
about the tine of the dates indicated on those docunments?
A, Yes.

MR. O NEILL: Your Honor, at this tine | would nove
into evidence Governnent's Exhibit 65-1.

MR. BARNES: No objection, Your Honor.

THE COURT: Hold that exhibit up so that | night see
it a nonment, M. Starr.

THE WTNESS: You want to see themall?

THE COURT: Pardon?

THE WTNESS: You want to flip through thenf

THE COURT: No. No. No. That's fine.

Counsel, if there's any way to reduce the vol une and
burden of this record for the jury and for the Court, |'msure
we're all in favor of it.

MR. O NEILL: Yes, Your Honor.

THE COURT: |I'minclined to reserve ruling on this
exhibit, M. ONeill. There's been no objection

| think you obviously would be entitled to have the
wi tness describe it generically or specifically if there are
particul ar docunments that you believe to be of precise
rel evance, and the defense has the same opportunity.

O herwise, | don't see the need for introducing such an
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exhibit.

And let the record show that the exhibit being
di scussed wei ghs ten pounds, by ny guess, and is about nine
inches thick. |Is that fair, M. Starr?

THE WTNESS: | would say that's a conservative
estimate, but, yes.

MR. O NEILL: Your Honor, the only purpose of that
is the final review by the revenue agent to ensure all
records. If | could ask a couple of questions, that would
possibly --

THE COURT: Well, under 1001 it woul d not
necessarily have to be received in evidence --

MR O NEILL: That's correct.

THE COURT: -- for that purpose anyway,

M. ONeill --

MR O NEILL: That's correct.

THE COURT: -- as long as it's avail able.

MR O NEILL: Yes, Your Honor. That is true.

THE COURT: So it's been offered. And there's no
objection, but I'mreserving ruling on Governnment Exhi bit
65-1.

Way don't you proceed with your exam nation.

MR O NEILL: Yes, I wll, Your Honor.

BY MR O NEILL:

Q M. Starr, just in a nutshell, would you be able to
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descri be what that series of docunents were?
A.  Sure. The green binder were invoices fromStarr & Conpany
for fees that were due fromM. Snipes to Starr & Conpany as a
result of income that he earned, as well as a charge-back of
expenses that were incurred on his account, such as Federa
Express, conputer charges, et cetera.

The rest of the docunments appeared to be tax returns for
some of his various corporations, perhaps personal returns and
the work papers that went into that, including general |edgers
which set forth the cash disbursenments and receipts for the
various entities.

Q And previously you had nentioned Starr & Conpany had
retai ned a nunber of records in anticipation of doing the tax
returns. Are these sone of those records?

A.  Yes, they are.

Q Wen he was ternmnated as a client, what -- approxinately
when was that, again?

A.  That was, | believe, the end of June of 2000.

Q Wuld that have been in the nmiddle of a tax year?

A, Yes. It -- in June of 2000 we woul d have been preparing
the 1999 returns that had been placed on extension, either
corporate and individual.

Q And did Starr & Conpany conplete a 1999 tax return for

M. Snipes?

A. W did not.
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Q At this tinme | would show you what has been nmarked as
Governnent's Exhibit 65-2 for purposes of identification only,
whi ch woul d be Bates stanp nunmbers W5- 03057 through 03106.
A Ckay.
Q And | would ask you, do you recognize that, sir?
A, Yes, | do.
Q And is that records that are kept in the normal course of
Starr & Conpany's busi ness?
A.  Yes, they are.
Q Andis it Starr & Conpany's business to keep such records?
A Yes, it is.
Q And were those records made at or about the tine of the
dates indi cated thereon?
A, Yes.

MR O NEILL: At this time | would nove into
evi dence, Your Honor, Government's Exhibit -- which one is it?

MR MORRIS: 65-2.

MR. O NEILL: -- 65-2. Thank you.

THE COURT: Any objection, M. Barnes?

MR. BARNES: No objection, Your Honor.

THE COURT: It's received.

BY MR O NEI LL:

Q M. Starr, | would ask you to refer to that docunent for a
second.
A Ckay.
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Q Now, what is the date of that letter?
A. The date of the letter is Septenber 27, 2000.

Q Sois that after M. Snipes has been terninated as a

client?

A. That is correct.

Q And who is the letter directed to?

A.  Sandra Farrier.

Q Do you know who that is?

A. | believe that was an enpl oyee of M. Snhipes' conpany.

Q And can you just read what that front of the letter says?
A, Sure. It's fromMchael Canter, and it says, "Encl osed

are the following returns: Amen RA Filns, Inc., 1998; Pyranid
House, Inc., 1999; 296 Washi ngt on Avenue Housi ng Corp., 1999;
HRMAKI S, Inc., HR MA-K-1-S, 1999; Harnony Peace Productions,
Inc., 1999; Nile Delta Productions, Inc., 1999; Bl ack Dot
Medi a, 1999."
Q So what was Starr & Conpany doing with that letter?
A. W were sending over tax returns that had been prepared to
Wesl ey Sni pes' enpl oyee, Sandra Farrier.
Q And other than returning docunents to M. Snipes, did you
conduct any nore business with M. Snipes during that period
of time?
A. | do not believe so.

MR. O NEILL: Nothing further, Your Honor.

THE COURT: M. Barnes?

190
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MR. BARNES: Yes, Your Honor.
CROSS- EXAM NATI ON

BY MR BARNES:
Q Do you renenber soneone by the nane of attorney Raynond
Pope?
A. | recognize the nane. | never actually spoke with a
M. Pope.
Q Was that an attorney that you were inforned was advi sing
M. Snipes in favor of M. Kahn's tax position?
A | didn't know he was an attorney, no. | did know the
name, and | know that he and | believe it was M. Kahn were on
a power of attorney to deal with the IRS. But | didn't notice
whet her or not he was an attorney or a CPA
Q ay. And you never issued an opinion letter to
M. Snipes citing any statutes or cases or regulations as to
why their position was incorrect, is that correct?
A | did not.
Q Let ne show you what is marked as Governnent Exhibit 68-5.
A Ckay.
Q Are you famliar with that docunent?
A. | have seen this letter before, yes.
Q Is that aletter fromM. Snipes to your firmof June 22,
20007
A Yes, it is.

Q And in that letter does he refer to the status of various
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trust entities and offshore entities?
A Yes.
Q I'mgoing to show you what is marked as Government Exhi bit
68-4. Was that an attachment that he sent with that letter?
A | don't knowif it was an attachment with the letter, but
| have seen this docunment. He did send it.
Q And that was the docunent detailing the nature of the

Swi ss trust that he had sold various assets to in 19997

A, Yes.

MR. BARNES: One nonent, Your Honor.

(Pause.)

MR. BARNES: No further questions, Your Honor.

THE COURT: M. WIson, any questions?

MR, WLSON: No, Judge, no questions.

THE COURT: Any redirect?

MR. O NEILL: No, sir.

THE COURT: Thank you, M. Starr. You nmay step
down.

THE W TNESS: Thank you.
MR O NEILL: The United States would call M chae
Canter, Your Honor.
*** M CHAEL CANTER was sworn by the Deputy Clerk ***
THE DEPUTY CLERK: Pl ease have a seat.
Pl ease state your full nane, and spell your | ast

nane for the record.
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THE WTNESS: M chael Canter; last nane is
CANT-ER
MR, O NEILL: My | inquire, Your Honor?
THE COURT: You may.
M CHAEL CANTER,
being duly sworn, testified as follows:
DI RECT EXAM NATI ON
BY MR O NEILL:
Q M. Canter, I'"'mgoing to ask you a series of questions.
Pl ease speak | oudly so everyone can hear you, and speak into
the m crophone.
Ckay.
Sir, what is your current occupation?
"' man accountant.
How | ong have you been an accountant?
|'ve been -- over 15 years.
Are you al so a CPA?
Yes.
How | ong have you been a CPA?

Cver 15 years.

©c » O >» O > O > O >

And what does a "CPA" nean as opposed to just an
account ant ?

A. CPAis a certified accountant.

Q And what does that entail?

A.  You have to take an exam
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F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q

A

Q

And what year did you becone a CPA?

In 1990.

194

Can you give us a brief recitation of your educational

background, sir?

A

©c » 0O >» 0O >» O » O » O > O P> O

| went to CUNY, which is the City University of New York

have a bachelor's in accounti ng.

Are you currently enpl oyed?

Yes.

By whom are you enpl oyed?

Starr & Conpany.

How | ong have you worked for Starr & Conpany?
Cver 15 years.

Was that your first accounting job?

No.

Had you had ot hers?

I worked for a regional firmbefore that.

For how many years?

A year or two.

Now, what type of business is Starr & Conpany,
We're an accounting, business nmanagenent firm

And within the firmwhat are your duties and

responsibilities?

A

Q

A

Overseeing clients and client relationships.
Now, was one of your clients Wsley Snipes?

Yes.

briefly?
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Q And for what period of tine was Wesley Snipes a client of
yours?

A | think it started at about 1992 until sonewhere around
2000.

Q Wat type of work did you do for M. Snipes?

A. W started off just doing tax preparation work and
gradually did full business managenent services.

Q Wen you say "full business managenent services," what
does that inply?

A. That includes bookkeeping, bill paying, day-to-day
operations, cash flow and investnents.

Q Now, did you prepare tax returns for M. Snipes?

A, Yes.

Q On behalf of Starr & Conpany?

A, Yes.

Q And do you recall what years you did that?
A 1992 to 1998, | think

MR. O NEILL: Let nme ask that we publish
Governnent's Exhibit 39-1, which is already in evidence.
BY MR O NEI LL:

Q And you nmight have a little hard tinme seeing this,

M. Canter, as the jury does, but the lights are going to cone

down and be dimmed in a second.
MR O NEILL: And this is the 1993, for the record,

1040 individual inconme tax return for Wesley Snipes.

195

F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

196
Wul d you turn to the second page, please?
BY MR O NEILL:
Q And | ask you -- there appear to be two nanes in signature
on that second page of the return. The first one for the --
for the payer, the person who has to pay on the tax return --
do you see a nane there?
A, The first nane?
Q Yes.
A, Yes.
Q And whose nane is that?
A. The first signer says Wesley Snipes.
Q And you recogni ze his signhature?
A. It looks like his signature, yes.
Q And below that there's another signature. Do you
recogni ze that signature?
Yes. That's m ne.
kay. Does it say "CPA" next to it?
Yes.
And what is belowthat? |s that the conpany?

Yes.

o >» O > O P

And what is the purpose of putting your name and the
conpany's nane on that return?

A. | don't understand.

Q Wiy do you put your name on a tax return?

A. It says "preparer's signature."
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Q And does the IRS require that?
A Yes.
Q And so did you fill out this tax return and prepare this
one in 19937
A, Yes.
Q And did you simlarly do it for the ensuing years up unti
19987
A, Yes.
Q Specifically 1'd like to show you the 1997 return, if |
may.

MR, O NEILL: This is the 1997 tax return. Again,
for the record, the jury is looking at a 1040, United States
i ndi vidual incone tax return for \Wsley Snipes.

And if we could turn to the second page, please?
BY MR O NEILL:

Q Again, it bears two signhatures, M. Canter. Do you
recogni ze the first signature?

Yes.

And who is that?

It says "Wesley Snipes.”

And do you recogni ze the second si gnat ure?

Yes.

And what is that?

That's m ne.

. >» O >» O > O »

And did you sign that return?
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A, Yes.

Q And did you prepare that return for M. Snipes for 1997?

A, Yes.

Q Now, M. Canter, | would like to show you -- M. Canter, |
al so want to show you right above the page -- right above the

sighature on the second page --

MR O NEILL: If we could zoomin on the standard

jurat that is there?

BY MR O NEILL:

Q Are you familiar with that provision that states that the
information contained in here is under penalties of perjury?
A, Yes.

Q And does that apply to the preparer as well?

A. | believe so, yes.

Q So when you signed this, you're aware that you have to do
this to the best of your ability and know edge?

A, Yes.

Q Now, let me show you Governnent's Exhibit 64-2.

MR O NEILL: And this is an anmended, for the
record, U. S. individual inconme tax return for \Wsl ey Snipes
for that sane year, 1997.

THE W TNESS:  Uh- huh.

BY MR O NEILL:
Q And if we can go down to the bottom of the page, it shows

two names again. The first one -- do you recognize the first
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name?

A It says "Wsl ey Snipes."

Q And do you recogni ze the second nane?

A. | don't know that second nane.

Q ay. Just for the record, is it your name?

A It's not ny nane.

Q Now, also, if | would direct your attention to the
standard jurat in this one. Instead of what we just saw, this
one says "under no penalties of perjury." Have you ever seen

a jurat like that?

A. | haven't.

Q And did you have anything to do with the preparation of
this 1997 1040X for M. Wesl ey Snipes?

A.  No.

Q Now, did there conme a point in tinme wherein you were
preparing his returns and you started not being able to get

i nformation that you needed?

A, Yes.

Q And when was that, M. Canter?

A.  That woul d have been -- | think it was 1999.

Q And can you describe for the | adies and gentl enen of the

jury what -- what happened?
A. W weren't receiving -- | wasn't getting all the
information | needed to prepare his taxes.

Q And what kind of information did you need?
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Exhi bit 67 for purposes of

o » 2 O » O »

We needed his -- the records of both incone and expenses.

And you were having trouble getting that?

Uh- huh.

Now, sir, did you have to file for an extension on
Sni pes' 1999 tax return?

| think so

Let ne show you what has been nmarked as Governnent's

you to take a |l ook at that. Do you recognhize that?

A

Q

Yes.

identification only, and I'd ask

Wthout referring to it yet because it's not in evidence,

is that a record kept by Starr & Conpany?

o > O > O P

This is kept by Starr & Conpany, yes.

And is it kept in the ordinary course of business --
Yes.

-- by Starr & Conpany?

Yes.

And does it indicate a date when it was put together

produced by Starr & Conpany?

A

Yes.

or

MR O NEILL: Your Honor, at this tine | would enter

i nto evidence Docunent 67.

THE COURT: Any objection to this exhibit, counsel?

MR. BARNES: No objection, Your Honor.

MR. WLSON: No objection, Judge.
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THE COURT: It's received.
BY MR O NEILL:
Q M. Canter, was that for the 1999 return?
A, Yes.
Q Ddyou ever file a 1999 return for M. Snipes?
A. | don't think so.
Q Now, you stated that you needed sone further information
Let ne show you what has been nmarked as Governnent's Exhi bit
68-1 for purposes of identification, and, again, |1'd ask you
if you recognize that.
A, Yes.
Q And, again, is it kept in the ordinary course of Starr &
Company' s busi ness?
A, Yes.
Q Is it the ordinary course of Starr & Conpany to keep such
records?
A, Yes.
Q And was it nade at or about the tine and the date
indi cated on that letter?
A, Yes.
MR. O NEILL: Your Honor, at this tine | would nove
into evidence Governnment's Exhibit 68-1.
MR. BARNES: No objection, Your Honor.
THE COURT: It's received.

MR. O NEILL: Wuld you publish this, please?
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BY MR O NEILL:
M. Canter, is this a letter that you sent?
Yes.
On behal f of Starr & Conpany?
Yes.
And to whom did you send that?

It says to Wesley Snipes, Carnen Baker.

o >» O > O > O

Now, who is Carnen Baker? | don't believe the jury has
heard her nane yet.

A. She was a bookkeeper.

Q Wen you say "she was a bookkeeper," for whon?

A. Oiginally, she worked for Starr & Conpany, and then she
went to work for M. Snipes.

Q Do you recall approxinately when she left Starr & Conpany
to work for M. Snipes?

A. It nust have been that year, around 1999.

Q Now, what is the purpose of this letter that you're

sendi ng?

A. Asking for information to prepare his taxes.

Q M. Canter, | now show you Governnent's Exhibit 68-2 and
ask you if you recognize that, sir.

A, Yes.

Q Wat do you recognize that to be?

A.  Asking for information.
Q

Well, don't read it, but what do you recognize that to be;
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is that another letter that you sent?
A.  Yes, another letter.
Q Concerning M. Snipes?
A, Yes.

Q Was it kept in the ordinary course of Starr & Conpany's

busi ness --

A, Yes.

Q -- to keep such records?
A, Yes.

MR. O NEILL: Your Honor, at this tine | would nove
it into evidence as Governnent's Exhibit 68-2.
MR. BARNES: No objection, Your Honor.
THE COURT: Hearing none, it's received.
BY MR O NEILL:
Q Again, M. Canter, what are you looking for in this letter
that you sent to M. Snipes?
A.  Information.
Q To do what?
A. To prepare his taxes.
Q Let ne show you what's been marked as Governnent's Exhi bit
68-3. Do you recognize it, sir?
Yes.
And what do you recognize it to be?

Asking for information to prepare his taxes.

o > O P

And is that a business record of Starr & Conpany?
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A, Yes.

MR O NEILL: Your Honor, | would nove it into
evi dence as Governnent's Exhibit 68-3.

THE COURT: Any objection?

MR. BARNES: No objection, Your Honor.

THE COURT: It's received.

MR. O NEILL: Publish it, please.
BY MR O NEILL:
Q And can you see the letter up on the screen, M. Canter?
A, Yes.
Q And does that detail, w thout reading the whole thing, the
information that you're | ooking for from M. Snipes?
A, Yes.
Q And does it -- is it fair to say that at the beginning it
says, "personal taxes. Federal Form 1040 personal taxes
requi res taxpayers to answer whether at any tine during the
year they had an interest in a foreign account or foreign
trust"?
A.  Yes, that's what it says.
Q And are you looking for that information?
A, Yes.
Q Now, did M. Snipes send you back sone infornation?
A. | think over time we started getting sone information.
Q Let ne show you what's been marked as Governnent's Exhi bit

68-5 for purpose of identification and ask you if you
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F011708 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

205

recogni ze that, sir.

A Yes.

Q And is that -- what do you recognize it to be, first of
all?

A. He started -- he started addressing sone of the issues.

Q And is that a record kept in the ordinary course of Starr
& Conpany's busi ness?
A, Yes.

MR. O NEILL: Your Honor, at this tine I'd nove into
evi dence Government's Exhibit 68-5.

MR. BARNES: No objection, Your Honor.

THE COURT: It's received.

MR. O NEILL: Publish that, please.
BY MR O NEILL:
Q And, M. Canter, as it shows on the screen for the jury to
see, is this aletter fromDr. Wesley T. Snipes?
A, Yes.

Q And it's a two-page docunent?

A, Yes.

Q M. Canter, | would now show you Governnent's Exhi bit
68-6. And, again, |1'd ask you if you recognize it, sir.
A, Yes.

Q Wat do you recognize that to be?

A. This is stating due dates on tax returns.

Q Andis it aletter fromyou to M. Snipes?
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A, Yes.
Q And is it a business record of Starr & Conpany?
A, Yes.

MR. O NEILL: Your Honor, at this tine | would nove
it into evidence as Governnent's Exhibit 68-6.

MR. BARNES: No objection, Your Honor.

THE COURT: It's received.
BY MR O NEILL:
Q M. Canter, what is the date of that letter?

A It's July 26.

Q O 20007

A, Yes.

Q And that's a letter fromyou to M. Snipes?

A, Yes.

Q M. Canter, let me show you Governnent's Exhibit 68-7, and
I'd ask you if you recognize that docunent, sir.

A, Yes.

Q Wat do you recognize that to be?

A. This is speaking about transition.

Q I'msorry, | didn't understand.

A.  \Were he's possibly having sonebody el se handl e his tax

preparati on.
Q Oay. And what's the date of that letter?
A.  August 2000.

Q And is that kept in the normal course of Starr & Conpany's
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busi ness?
A Yes.

MR. O NEILL: Your Honor, at this tine | would nove
into evidence Governnment's Exhibit 68-7.

MR. BARNES: No objection, Your Honor.

THE COURT: It's received.
BY MR O NEILL:
Q M. Canter, | would show you Governnent's Exhibit 68-8,
and | ask if you recognize that, sir.
A, Yes.
Q Wat do you recognize it to be?
A It's alist of itens needed to prepare his tax return.
Q And is that record kept in the ordinary course of Starr &
Company' s busi ness?
A, Yes.

MR. O NEILL: Your Honor, at this tine | would nove
into evidence Governnent's Exhibit 68-8.

MR. BARNES: No objection, Your Honor.

THE COURT: It's received.
BY MR O NEILL:
Q You say that's a list of natters required for -- to
prepare a tax return. Did you prepare that list?
A. Either nyself or sonebody in the conpany. | don't
remenber.

Q But it was prepared by Starr & Conpany?
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A. | believe so.
Q Sir, at this tinme |I'd show you what's been marked as
Governnent's Exhibit 68-9 and ask you if you recogni ze that
docunent .
A, Yes.
Q Wat do you recogni ze that docunment to be?
A It's outlining certain information to prepare a tax
return.
Q Was that a letter fromyou to M. Snipes?
A, Yes.
Q Is it kept in the ordinary course of Starr & Conpany's
busi ness?
A, Yes.

MR. O NEILL: Your Honor, | would nove into evidence
Government's Exhi bit 68-9.

MR. BARNES: No objection, Your Honor.

THE COURT: It's received.
BY MR O NEILL:
Q M. Canter, at this tinme, with the pernission of the
Court, | would show you Governnent's Exhibit 68-10. Again, do
you recogni ze that, sir?
A, Yes.
Q Wat do you recognize that to be?
A It's alisting of itenms to prepare a corporate tax return
Q

Is that docunent kept in the ordinary course of Starr &
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Company' s busi ness?
A Yes.

MR O NEILL: At this time | would nove into
evi dence, Your Honor, Government's Exhibit 68-10.

MR. BARNES: No objection, Your Honor.

THE COURT: It's received.

MR. O NEILL: Publish this.

BY MR O NEI LL:

Q M. Canter, just so it's clear, what's the date -- it
shoul d be in the upper right-hand corner -- of this letter?

A. August 21, 2000.

Q Wat are you doing with this letter that you' re sending to
M. Snipes?

A.  Sending himreports.

Q And what's the purpose of sending himthose reports?

A.  To do his taxes.

Q Now, did there cone a point in tinme where you were

handl i ng the account for M. Snipes that you had a

conversation with another individual by the nane of Eddie

Kahn?

A | -- 1 vaguely renenber that.

Q Was it in person or by tel ephone?

A. It was a tel ephone conversation.

Q And what do you recall about that conversation and what
M. Kahn sai d?

209
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A. He was -- | don't renenber well. He -- he was speaking
about a tax strategy that he's using.
Q Do you recall what type of tax strategy that was?
A | -- 1 think they called it 861 position, but I -- | don't
really remenber.
Q Wen you say they called it an 861 position, had you ever

heard of that before?

A I'mnot sure if | heard that in the tabloids or | heard it
back then. |'ve heard it so nany tines already.
Q Well, just zeroing in on that conversation, do you recal

that conversation itself?

A.  Sonewhat .

Q Do you recall what that individual, M. Kahn, said about
t he taxes?

A.  He was speaki ng about a tax savings strategy that he was

usi ng.

Q Did you understand what he was tal ki ng about ?

A. Not really, no.

Q Had you ever heard of that before?

A. | don't believe so.

Q At that tine, as a CPA, had you ever heard of that before?
A. | have never heard of anybody using it.

MR. O NEILL: Nothing further, Your Honor. Thank
you.

CROSS- EXAM NATI ON
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BY MR BARNES:
Q Good afternoon, M. Canter.
Good afternoon.

Are you doing all right?

> O >

I'ma little bit cold. | have a cold.

MR. BARNES: Could you pull up Governnent Exhi bit
39-6? If you would go to the bottom of Page 2.
BY MR BARNES:
Q Is this areturn that you prepared for M. Snipes?
A Yes. Yes.
Q And that -- and that -- when was that return signed and
sent in?
A It says Cctober 5, 1999.
Q And was it often the case that you were sending in returns
for M. Snipes and your other clients in October?
A.  Sonetines, yes.
Q And is that the -- why is that?
A. Cctober is the extended due date.
Q The -- and do those clients often have infornation that
comes in late over tinme that requires you to have nore tine to
file the return?
A, Yes.
Q Is it also often the case that with celebrity clients they
can be unavail abl e for substantial periods of tine,

particularly if they're actors or actresses and they are out
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of the country film ng?
A. Absolutely.

MR. BARNES: Can you go to FC-016267?

It's the same exhibit. The Bates nunber is
FC- 01626.

Can you flip through to Page 28?

Can you bl ow up the bottom page nunber, the page
we're at?

Actually, can you go to W5 002457

Coul d you bl ow up the bottom ni ddl e there about
Bl ackst one?
BY MR BARNES:
Q What ampunt is listed next to -- fromthe -- what is a K1?
A.  When you invest in a partnership, you get a tax form
cal l ed a K1.
Q Is that the amount of income you made that year fromthat
partnershi p?
A. |If you're a partner, your distributor of share will be on
the K1, yes.
Q And what anopunt is listed there next to Bl ackstone
I nvestors Partnership for M. Snipes in 19987
A. 6,410. That's expenses.
Q That's expenses?
A. Yeah. That's |listed under "other expenses."
Q

So that's under -- an expense was 6,4107?
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A. Right.

MR, BARNES: Can we go to W5-00247? Can we go to
the top hal f?
BY MR BARNES:
Q Wuld this be the interest and ordinary divi dends
recei ved?
A, Yes. Uh-huh
Q And what anopunt is listed next to Bl ackstone | nvestors
Part nershi p?
A It says 9, 145.
Q Wuldit be fair to say M. Snipes did not make a | ot of
noney on Bl ackstone that year?
A. To analyze an investnent, you have to look at -- there are
other itenms to | ook at al so, but --
Q Ckay.
A. -- by looking at that, you could say that.
Q M. Snipes sent you a responsive docunment on June 22,
2000, that was referred to. Do you renenber that docunent?
A. Can you showit to ne?
Q Sure.

MR. BARNES: Can you pull up Governnent Exhi bit
68-5?
BY MR BARNES:
Q This is where M. Snipes provided various answers to your

vari ous questions, correct?
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A.  Yes. That's correct.
Q Can you go down to under "corporate taxes"? Can you read
in March of '99"7?
A.  You want ne to read under "corporate taxes"?
Q Yes.
A "Aren RA Filnms," that part?

Gh. "In March of '"99 | contracted the sale of all ny
beneficial interests as well as the total assets and
liabilities of Amen RA Filns, Inc., to M&S Finance Trust, a
Swi ss trust corporation under the state | aws of Geneva,
Switzerland. "

Q The next sentence?

A "Dr. Arno E. Arndt is the nmanagi ng director.
Subsequently, a new uni ncorporated pure trust organization
named Amen RA Filnms was created here in the United States of
America, and the indenture was recorded at the county
recorder's office in New Mexico. M. Donald Bailey is the
executive trustee."

Q And the next sentence?

A. "l have been nomi nated as an agent authorized to do

busi ness on behal f of Amen RA Films until such tinme as | am

renmoved. "
Q | want to show you what is nmarked as Governnent Exhi bit
68-4. |s that docunment familiar to you?

A. Vaguely famliar.
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Q Is that sonething M. Shipes sent to you with this letter?
A.  That coul d be.
Q But you renenber himtelling you and actually giving you
that docunent during this tinme period?
A. | renenber the letter that you showed nme, and probably
this came with it.
Q ay. And that's the actual agreenent between he and the
Swi ss conpany?

(Pause.)
A It looks like it. | mean, this is -- these are nany pages
here, but this | ooks |ike the agreenent.
Q Are you famliar with what an 8275R formis?

A. |Is that an I RS fornf

Q It is.
A, |'mnot sure.

MR. BARNES: Can you pull up Governnent Exhi bit
87-13?

Correction. Government Exhibit 64-2.
BY MR BARNES:
Q This is a docunent that M. O Neill showed you earlier
the 1040X formthat you did not fill out.
A. Right.

MR, BARNES: Can we go to Page 3? Go to the very
t op.

I"'msorry. The very top. And highlight under

215
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"regul ati on di sclosure statenent."
BY MR BARNES:
Q Can you read that?
A. Ckay. "Use this formonly to disclose itens or positions
that are contrary to Treasury regul ations."
Q Does that formring a bell? Have you seen that form
bef ore?
A. | haven't used that form
Q Do you renenber soneone by the nane of Ray Pope?
A.  The nane sounds famliar.
Q Were you fanmiliar that that was an attorney who was
advising M. Snipes during this period of tine?
A. That -- that could be.
Q And M. Snipes asked you to have a conversation with him
and sonme ot her people but -- do you renenber that?
A. Probably, yeah. That -- that probably happened al so.

MR. BARNES: One nonent.

(Pause.)
BY MR BARNES:
Q You never sent a letter to M. Snipes with any detail
about statutes or cases or regulations as to why the position
he was being advised to take was in error, correct?
A. Right.
Q And you never warned M. Snipes that filing an anended

return request for refund with the IRS -- pursuing this
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position woul d sonmehow be crimnal or fraudul ent?

A. That's correct.

MR. BARNES: No further questions, Your Honor.

THE COURT: M. WIson, any questions?
MR. WLSON:. No questions.
THE COURT: Any redirect, M. ONeill?
MR. O NEILL: Very briefly, Your Honor.
REDI RECT EXAM NATI ON
BY MR O NEILL:
Q M. Canter, did you ever provide |egal advice to
M. Snipes?
A. | don't provide |egal advice.

MR. O NEILL: Nothing further.

THE COURT: Al right. Thank you, M. Canter.

nmay step down, sir.

Next witness, M. Mrris.

You

MR, MORRI'S: Your Honor, would this be a good tine

to break today?

THE COURT: Well, how do you assess our progress,

M. Mrris? Are we nmaking good progress?

MR MORRIS: | believe so, Your Honor.

MR, BERNHOFT: We woul d have no objection,
Your Honor.

THE COURT: Neither do I.

(Laughter.)
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THE COURT: Does any nenber of the jury object?
(Laughter.)

THE COURT: We'll stop, then, until 9:00 in the

nor ni ng, menbers of the jury. | think we're -- of course,
counsel know rmuch better than |; | know nothi ng nore about
this case than you do -- but it seens we're maki ng good

progress, and it's been a | ong day.

We'I'l stop until 9:00 tonorrow norni ng.

(The jury exited the courtroom having been excused
fromfurther proceedings on this date.)

THE COURT: Be seated a nonent, please.

MR, BERNHOFT: Your Honor, may | address a | ogistics
matter with the Court?

THE COURT: Yes, you may, M. Bernhoft.

MR, BERNHOFT: | appreciate that, Judge.

This continuing problemof |lack of a cross-reference
bet ween Bat es nunbering and exhibits is frustrating the
defense, prejudicing our ability to be prepared, Judge.

M. WIlson and | discussed this. W discussed this
over and over with prosecution attorneys. | just can't figure
this out, Judge. | have never, in all of ny experience, done
a case where the governnment doesn't cross-reference its
di scovery Bates stanp nunbers with exhibits so we can have an
orderly presentation of evidence here and so the defense can

be prepared.
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Now, | see a lot of cross-referencing going on. The
conmput er operator seens to have -- to be able to identify the
Bates nunbers as it relates to exhibits. | sinply do not and

cannot understand the probl em

This is a significant concern, a continuing concern.
It's prejudicial to the defense, and not just to M. Snipes,
but also to M. Rosile as well. And | just wish we could get
a resolution of this, Judge.

THE COURT: Well, what about that? | thought we
were to have those cross-references by this tinme, M. Mrris.

MR. MORRI'S: Your Honor, | believe we said earlier
in the day that that woul d be provided by tonorrow norning.
That is what we intend to do.

We do have internal lists that we are using for
oursel ves to make the cross-references. W just need to put
that in a format that's suitable to turn over to the defense.
W will do that tonight. It will be provided first thing in
t he norning.

Your Honor, | would point out that the exhibit |ist
that we have provided to counsel is detailed inits
description, that the exhibits are largely in order. They
have been nunbered in a way to make it easier to group and
identify the docunents.

So we have attenpted | think you can see through the

nunbering of the exhibits and the preparation of the exhibits
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and the exhibit list to nake this an orderly process.

Your Honor, | would point out that what the defense
has provided to us is sonmething that's not in an appropriate
format for introduction into court. It does not -- it has al
of about three Bates nunbered references on it. The
descriptions are sparse, and there's already been of fered
exhibits that aren't even on the list. So by conparison, |
think the United States has gone well beyond what the defense
has provi ded.

THE COURT: Well, two wongs don't make a right,

M. Mrris. | wll say, however, that it does seemthat the
government's exhibit list, which is not particularly |engthy
in view of the nature of the case, has described the exhibits
in away that | would think they would be subject to ready
retrieval by the defense with or wi thout Bates nunbers. But
in any event, |'mtold you'll have your nunbers by tonorrow
nor ni ng, M. Bernhoft.

MR, BERNHOFT: Thank you, Judge.

THE COURT: M. N elsen, | note with appreciation
your presence, and |'Il ask that you continue to nonitor the
proceedings with a view toward potential representation of
M. Kahn shoul d he change his nind.

MR. N ELSEN: Yes, sir.

THE COURT: And for the record, | have instructed

the Marshal to communicate with M. Kahn not |ess frequently
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than early each norning to determ ne whether he w shes to
change his mnd and to nmake a report to you and to I, to ne,
in that respect so we can put it of record. And | would
appreciate it if you would remi nd nme about that lest | forget.

MR. N ELSEN: Yes, sir.

THE COURT: W need to put on the record each day
that M. Kahn has had his opportunity to return to court and
what his w shes are.

MR. N ELSEN: Yes, sir.

THE COURT: We'll recess until 9:00 tonorrow
nor ni ng.

(Ther eupon, the proceedings in this case for this

date were concluded at this tine.)
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