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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 22, 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

FEFSE
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Appear ances of Counsel (continued):
For Defendant Kahn:
M. Mchael WIliam N el sen, standby counsel
For Defendant Rosile:

M. David Anthony W1 son

Reported by: Dennis Mracle, Oficial Reporter, and
Kelly Omen McCall, Freelance Reporter
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PROCEEDI NGS

(Jury present.)

THE COURT: Thank you.

Be seated, please, nenbers of the jury, and good
norning to you. | appreciate your pronptness and | think
we're ready to proceed.

Is the governnent ready to call the next w tness?

M. MLellan.

MR. McLELLAN: Yes, Your Honor. The government
calls Craig Al exander

*** CRAI G ALEXANDER was sworn
by the Deputy derk. ***

THE DEPUTY CLERK: Have a seat. Please state your
full nane, and spell your last name for the record.

THE WTNESS: Craig Andrew Al exander,
A-|l-e-x-a-n-d-e-r.

CRAI G ANDREW ALEXANDER
havi ng been duly sworn, testified as foll ows:
DI RECT EXAM NATI ON
BY MR MLELLAN:
Q Good norning, M. Al exander
Good norni ng.
Where are you enpl oyed?

New Li ne C nenms.

o » O r

And where is that | ocated?
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Over eight years, just over eight years.

Just generally, what are your duties with New Line?

A Los Angeles, California.

Q And what does New Line G nena do?

A W nake and distribute notion pictures, film
Q And what is your job title with New Line?

A Senior vice-president, business and | egal affairs.
Q Are you also an attorney?

A | am

Q How long have you worked for New Line C nema?
A

Q

A

They have evolved a bit. They started -- | was in-house
| egal counsel, responsible for negotiating and drafting
contracts. And now | amprincipally involved in negotiating
the terns of the contracts, and there's other people who draft
t hem now.

Q Do those duties involve the procurenent of services for
New Li ne G nema?

A Yes, they do.

Q On the part of what sort of workers or providers of those
servi ces?

A Actors, witers, directors, producers. That's about it.
Q In the course of your duties, did you ever deal with

Wesl ey Sni pes?

A | did.

Q D d you ever speak with hinf
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A | did.

Q Under what circunstances?

A  Tel ephone conversation one time when M. Snipes called ny
of fice.

Q Now, ordinarily, did you deal with M. Snipes in the
context of contract negotiations?

A  Yes, through his attorneys.

Q D d Wsley Snipes make notion pictures for New Line

C nema?

A Yes. He starred in them

Q Wat were his three biggest novies with New Li ne?

A Blade I, Blade Il and Blade 11, | believe.

Q \Were you served with a subpoena fromthe governnment in
this case, calling for records of contracts involving Wsley
Sni pes?

A | was.

Q ay. Please direct your attention to Number 71-1. It
should be in front of you.

Yes.

Do you see that there?

Yes, | do.

What is that?

This is the actor | oan-out agreenent for Bl ade |

kay. And taking a look at 71-2, what is that?

> O » O » O >

It's the actor |oan-out agreenment for Blade II.
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Q And how about 71-3?
A The actor |oan-out agreenent for Blade I1lI.

MR. McLELLAN: The governnent offers 71-1, 71-2 and
71-3 to be received into evidence, Your Honor

MR. BARNES: No objection, Your Honor.

THE COURT: All three are received.
BY MR MLELLAN:
Q M. Alexander, taking a look at 71-1, the Bl ade |
contract, what is the caption on that, on that docunent.
A It's "Actor | oan-out agreenent, Agreenent Bl ade, Wesley
Sni pes. "
Q ay. And please read the first paragraph
A "Agreenment dated as of the 7th day of May 1996 between
Juno Pix, Inc., Conpany, and Anen Ra Filnms, Inc., Lender,
f/slo," for the services of, "Wsley Snipes, Artist, in the
notion picture presently entitled Blade, the Picture."
Q Oay. This is called by its caption a |oan-out agreenent.
Just generally, what is a | oan-out agreenent?
A A loan-out agreenent is -- it's a contract for services,
but it's not directly with an individual; rather through a
| oan-out corporation or conpany that supplies us with the
services of the individual

In this case, Anen Ra Filnms is the contracting party and

they provide us the services of Wsl ey Snipes.

Q Sois -- it says here Anen Ra Filnms, Inc., Lender.

F012208 - Sni pes
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> O » O » O » O »

acti

novi

o r» O » O

Yes.

Is that then the |oan-out conpany in this transaction?
It is.

And | see the other party is Juno Pix, Incorporated?
Yes.

What is Juno Pix?

It is a subsidiary of New Line G nena.

Okay. What was the purpose of this contract?

This was to engage the services of Wesley Snipes for both
ng and produci ng.

And who is Wsl ey Snipes to provide those services to?
In this case, to Juno Pix, the producer of the "Bl ade"
e.

Directing your attention to page three of the contract.
Yes, sir.

There is a section there called "conpensation."

Yes.

| guess it's Paragraph 6. Could you please read the first

par agr aph, underneath 6.

A

"Condi tioned upon Lender's and Artist's full performance

of all required services and naterial obligations here under,

and
appl
foll

Q

subject to the terns and conditions of this agreenent and
i cable 1 aw, then Conpany shall pay the Lender the
ow ng. "

Pl ease continue, and read the 6(A), along with it's
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caption.

A "Fixed conpensation. Conpany shall pay to Lender the sum
of ten mllion dollars, the Fixed Conpensation, which shal
accrue in equal weekly installments over the schedul ed period
of principal photography of the Picture, comencing on the
start date. The fixed conpensation includes paynent for the
rights granted to Conpany and for the acting services rendered
during the guaranteed period, preproduction and rehearsal
period, and for all publicity and pronotional services
rendered by Artist. The fixed conpensation shall be payable
to Lender on Conpany's nornal payday, one week in arrears."

Q ay. Looking forward a couple of pages to page siX,
there is a Paragraph 9(A). Do you see that?

A Yes, sir.

Q ay. Please read the caption there, and then the
Subsection (a) of that paragraph.

A "Producing fees, slash, credit. Producing fee. Lender
shal |l be paid a producing fee of 150,000 dollars, which shal
accrue and be payable on a customary 20/60/10/ 10 basis.
Producing fee is pay or play on the sane basis as the fixed
conpensation is pay or play, pursuant to Paragraph 7."

Q ay. And what is a producing fee?

A That's a -- it's a paynent for producing services.

Q ay. And does this contract call for M. Snipes to

provi de those services?
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Let ne ask you this. Does it call for himto be paid this

fee?

A Yes, it does. | amnot sure it gets into the specifics of
what services are -- he is to provide. | knowit does for the
acting.

Q Taking a look at page 12 of the agreenent, Paragraph 14,

pl ease read the caption and the first paragraph of that

provi si on.

A "Travel and expenses. Lender represents and warrants that
Artist's current place of residence is Wndernere --" Ch, |I'm
sorry.

"Travel and expenses. Lender represents and warrants that
Artist's current place of residence is Wndernere, Florida.
If Artist's services are required by Conmpany nore than
75 mles fromsuch place of residence, occasion, then Arti st
shall be entitled to the following in connection with Artist's
services."
Q ay. And, just generally, the subsections after that,
what do those contain?
A They talk about his -- the type -- the travel, the nunber
of plane tickets and for flying him how nmuch -- what his
weekl y al | owance, expense allowance will be, how much we will
pay for his living expenses; all of this if we require

servi ces outside of Wndernmere.

Q ay. Taking a look at page 20, who appears to have
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10
signhed this agreenent.
A On behalf of Juno Pix, that is Ben Zinken's signhature; and

on behal f of Anen Ra Filns, it appears Wsl ey Snipes.

Q Oay. And what is his title on that signature?

A  President.

Q Oay. And he is signing on behalf of what entity?

A Aren Ra Filns, Inc.

Q Taking a | ook at page 35 of that docunent, there is a --
this one is captioned "Certificate of Enploynent." Wat is

the purpose of this section of the docunent?

A It is a short, stand-al one agreenent that ensures --
transfers all the results and proceeds of M. Snipes' services
relating to the picture to Juno Pix, just a short docunent
that provides for that.

Q ay. And then taking a |ook at the next page, 36.

A Yes.

Q W appears to have signhed that agreenent?

A On behalf of Aren Ra Filns, Wsley Snipes, individually
and apparently in his capacity as president of the conpany.

Q And for Juno Pix?

A That's Ben Zinkin again.

Q ay. There is a docunent that starts at page 37, it says
at the top: "As of May the 7th, 1996."

A Yes.

Q Do you see that docunent?

F012208 - Sni pes
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A | do.

O

It is aletter froml guess -- who is the letter fromor
who is it signed by?

It's from Wesl ey Sni pes.

kay. And to whomis it addressed?

Juno Pi Xx.

kay. Now, what is this docunent?

> O >» O >»

This is what we commonly refer to as an inducenent |etter
When you have a | oan-out agreenent to which an individual is
not a party -- in this case, M. Snipes is not a direct party
to the | oan-out agreenment -- we have the individual sign this
i nducenent letter that, anong other things, has the individual
acknowl edge the terns of the | oan-out agreenent and agree to
be bound by them

Q Oay. Sois M. Snipes indicating in here that he has
certain understandi ngs?

A Yes.

Q Wat kinds of things does he indicate that he understands?
A Well, he understands the terns of the agreenent, and he
acknowl edges that he has an enpl oynent agreenent with Aren Ra
Films, that they can, in fact, provide his services.

Q And taking a |l ook at, | guess, page 38, whose signature
does that appear to be?

A \Wesl ey Snipes.

Q Directing your attention to Governnent's Exhibit 71-2, do

11
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12
you have that there?
A | do.
Q Oay. Wat is that?
A The actor |oan-out agreenent for M. Snipes' services on
Bl ade 11.
Q ay. Please read the first paragraph.
A "Agreenent dated as of the 23rd day of January 2001,
between Avery Pix, Inc., Conpany, and Kynberlyte Production
Services International, Inc., Lender, f/s/o, for the services
of Wesl ey Snipes, Artist, in the notion picture presently
entitled Blade Il, the Picture.”
Q ay. And what is Avery Pix?
A That is a subsidiary of New Line Productions, Inc., which
is a subsidiary of New Line C nena.
Q And what is your understandi ng of what Kynberlyte
Production Services International was?
A M. Snipes' |oan-out conpany.
Q ay. Taking a look at, | guess, on the second page,
6(A), | guess it's the section called "Conpensation," could
you pl ease read the paragraph under where it says "Fixed
Conpensati on. "
A "Conpany shall pay to Lender the sumof 13 million
dollars, the fixed conpensation. Three nmillion dollars of the
fi xed conpensation shall be deferred and payable in accordance

wi th Paragraph 6(A) below. Ten mllion dollars of the fixed
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conpensation, the undeferred fixed conpensation, shall accrue
in equal weekly installnents over the schedul ed period of
princi pal photography of the picture comrencing on the start
date, and shall be payable to Lender on Conpany's nor nal
payday, one week in arrears. The undeferred fixed
conpensation includes paynent for the rights granted to
Conmpany and for the acting services rendered during the
guar ant eed period, preproduction and rehearsal periods, and
for all publicity and pronotional services rendered by
Artist."

Q Oay. Wiat does this term"fixed conpensation"” nean in
this context?

A It refers to the guaranteed conpensation for his services
as opposed to contingent conpensation, which is based on the
perfornmance of the picture.

Q Now, is there sone provision in here for something |ike
conti ngent conpensation?

A There is in Paragraph 6(A).

Q And by the "performance" of the picture, what do you nean
by that?

A How rmuch noney the picture makes for the studio through
theatrical and hone video and tel evision exploitation.

Q Is there -- pursuant to this paragraph on fixed
conpensation, is there sonme guaranteed conpensation to

M. Snipes in this context?

13
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14
A Thereis. In this case, it's ten mllion dollars.
Q ay. Taking a look at | guess it is page six, 9(A),
producing fee credit.
A Yes.
Q Do you have that in front of you?
A | do.
Q Can you please -- there is a Subparagraph (a) under there,
producing fee. Could you please read that paragraph
A "Producing fee. Lender shall be paid a producing fee of
350, 000 dollars, the producing fee. 200,000 dollars of the
produci ng fee shall be deferred and payable in accordance with
Par agraph 6(A) above. 150,000 dollars, the undeferred
produci ng fee, of the producing fee shall accrue and be
payabl e on a customary 20/ 60/10/10 basis. The undeferred
producing fee is pay or play on the sane basis as the
undeferred fixed conpensation is pay or play, pursuant to
Par agraph 7 above."
Q ay. Again, taking a look at this provision of the
contract, is there sonme guaranteed producing fee here versus
conti ngent producing fee?
A Yes. It's 150,000 dollars is the guarantee.
Q Take a look at page 11. There is a paragraph 14, travel
and expenses. Do you see that?
A Yes.

Q Wat's the first sentence underneath that caption?
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15
A "Lender represents and warrants that Artist's current
pl ace of residence is Wndernere, Florida."
Q Oay. And, again, is this like the Blade |I contract, in
that it provides for certain anenities for M. Snipes?
A It does. It is very sinlar.
Q Taking a |look at page 14 of the agreenent.
A Yes.
Q Oay. |Is this the signature page for this |oan-out
agreenent ?
A It is.
Q Oay. It's -- just focusing right at the very top, it
nmght be alittle bit hard for you to nake out. Can you make
out a fax date on this docunent, in the upper left corner?
A It looks like April 2002.
Q Oay. And | guess if you turn it upside down and take a
| ook at the very bottomof it, it |ooks |ike there's another
fax line on that. Can you nmake that one out?
A April 16th, 2002.
Q And who appears to be the fax sender, according to this
l'ine?
A Aren Ra Fil ns.
Q Now, there are -- appear to be a couple of signatures on
this docunent. W signs, if you can make out, for Kynberlyte
Production Services International ?

A That | ooks |ike Carnen Baker.
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Q And beneath that, who appears to have signed there?

A \Wesl ey Snipes.

Q ay. Taking a look forward to page 27 of the docunent,
it says at the top: "As of June 23rd, 2001."

A Yes.

Q Oay. Wat is this?

A This is another inducenment letter.

Q And taking a look at, | guess, the second page of it, who
appears to have signed it?

A \Wesl ey Snipes.

Q And, generally, what is M. Snipes representing by this
letter?

A Again, it's that he agrees that there is an enpl oynent
agreenent with, in this case, Kynberlyte Production Services
and agrees to the terns of the actor |oan-out agreenent and to
be bound by that.

Q There are sone docunents that are appended to the
agreenent. If you flip forward, eventually you get to one
that's captioned "M & S Finance and Trust, S.A " Do you see

that? I1t's at Bates Nunber W5 18487.

A | believe |I have --

Q It starts out: "To whomit may concern."

A Yes, | have that one here.

Q Please read the first paragraph of that letter.

A "l will preface ny letter by informng you that in

16
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March 1999, M & S Finance and Trust, S. A purchased Anen Ra
Films, Inc., a Florida corporation, and is therefore the
lawful title holder and rightful owner to all rights and
assets, including but not limted to, trademark, properties

and accounts receivabl es.

Q ay. And who appears to have signed here?

A Carnen Baker.

Q In what capacity?

A Agent.

Q Do you renenber getting this letter?

A | do.

Q And did it cause you sone concern?

A It did.

Q How so?

A Under the original Blade | agreenent, there was a
prenegotiated fee structure for a sequel; Blade Il, in this

case. And it provided that noney would be paid to Anen Ra
Filnms.
Subsequently, when we went to paper the Blade ||

agreenent, we were told that the | oan-out conpany woul d be

Kynber| yte Production Services in lieu of Aren Ra Filns. And

| was concerned that Anren Ra woul d have had an expectation
that they woul d have been entitled to the fee we paid for
M. Snipes' services on Blade I1.

Q And, you know, taking a look at this letter, did this --

17
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you know, how did the text of this letter cause you this
concern?

A Well, it nentions that it had acquired, purchased Amen Ra,
and was the rightful owner of all rights and assets, including
tradenmar ks, properties and accounts receivables. And

t hought that they perhaps expected that the ten-nillion-dollar
fee for Blade Il would be sone sort of receivable that they
had an expectation that they woul d have been pai d.

Q And what did you do to try to address that situation?

A | had -- | required confirmation from Anen Ra Filns that
they did not -- that they waived any rights they had to any
Bl ade Il paynments, and got that in witing.

Q Taking a look a couple of pages forward, there is another
docunent captioned "M & S Finance and Trust, S A" It's at W5
18484. Do you see that docunent?

A Yes.

Q Oay. Wis this a docunent that you received in response

to your expressed concerns?

A Yes.

Q And to whomis it addressed?

A To Ben Zinkin.

Q And who was he?

A He is the general counsel and senior executive

Vi ce- presi dent of New Line.

Q And underneath the salutation "Dear Sir," please read the

18
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text of this letter.

A "Reference is made to that certain agreenent dated as of
May 7th, 1996 between Juno Pix, Inc., on the hand, and Amen Ra
Films, Inc., Amen Ra, for the services of Wsley Snipes, on
the other hand, the Agreenment. M & S Finance and Trust, S A,
M & S, acknowl edges that the sequel as such termis defined in
the agreenent starring Wsley Snipes was produced and has been
theatrically rel eased, and that all paynents in connection
with M. Snipes' services on that sequel have been and will be
nmade to Kynberlyte Productions Services International, Inc.,
Kynberl yte, unless otherw se notified by Kynberlyte in
witing. M& S hereby release Juno Pix, Inc. and its parent
subsidiaries affiliates, |icensees, successors, assigns and
desi gnees fromany and all of its obligations to Anen Ra in
connection with the sequel. M & S acknow edges and agrees
that M& S has no claimto any noneys payable to Kynberlyte or
any other party in connection with M. Snipes or anyone else's
services on the sequel, and that it will not make any claim
whet her in court or otherw se, to any such noneys."

Q And who appears to have signed this letter?

A Eric Schwoerer, president, and al so Carnen Baker, as agent
of M & S Finance and Trust.

Q D d you draft any kind of a docunment to further satisfy
yoursel f that these rel eases had been given?

A | did. | drafted one between Aren Ra and Juno.

19
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20
Q Taking a look at the next page, this docunment captioned
"Amendrment and Rel ease,” is that the docunent?
A That is.
Q ay. And taking a look at the page follow ng, who
appears to have signed that?
A It looks |like Carnmen Baker, as secretary of Anen Ra Fil s,
and Wesl ey Sni pes.
Q Oay. And in what capacity is he signing?
A As former president.
Q Oay. And what's the gist of this anendnent and rel ease
that you had them execute?
A It deletes fromthe Bl ade | agreenent Paragraph 21, which
was the paragraph that addressed a sequel .
Q ay. And taking a look at a couple of pages forward,
there is a letter on Avery Pix letterhead. It is at W5 18489,
dated April 15th, 2002. Do you see that?
A Yeah.
Q And taking a |l ook at the second page of that letter, who
appears to have signed it?
A On behalf of Avery Pix, it's Judd Funk, who is -- | am
trying to renmenber what his title was at the tine -- the
executive vice-president of New Line, business affairs; and
Kynberl yte, on behal f of Kynberlyte Production Services,
Carmen Baker, as conptroller, and Wsl ey Snipes.

Q And this is on behalf of which entity are they signing?
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A  Kynberlyte Production Services.
Q Taking a look at the first page, second paragraph,
desi gnhated 2, please read that.
A "Lender and Artist have requested that Avery advance
Lender one mllion dollars, the Advance."
Q ay. Again, who is the "lender" here?
A  Kynberlyte Production Services International.
Q Oay. And what's the gist of this letter? Wat's being
agreed here?
A New Line agreed to advance Kynberlyte one nmillion dollars
of any contingent conpensation that would have been due from
the performance of Blade |1, based on the performance of Bl ade
.
Q ay. Taking a look forward, this is at Bates Nunber
18493, there is a caption there, it is captioned "New Line

Cnemn," a fax dated April 18, 2002.

A Yes.

Q Do you see that docunent?

A | do.

Q Wat is that?

A Those were wire instructions instructing us where to wire

the million dollars' advance just referred to.
Q ay. And have you signed this docunent?
A Yes, | did.

Q And it says "Dear Lori." Wiwo is this docunent being sent
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to?
A To Lori Davis.
Q W was she?
A She was M. Snipes' assistant at the tine.
Q And at the bottomof that page, it says "confirmed." Who
seens to be confirm ng and for what entity?
A Looks like Lori Davis on behalf of Kynberlyte Production
Services International, Inc., in her capacity as its agent.

THE COURT: What exhibit are you referring to now,
M. MLellan?

MR, McLELLAN:  This is Government's Exhibit 72-2,
Your Honor. |I'msorry. It is 71-2.

THE COURT: Go ahead then.

MR MCLELLAN: It is towards the end of it.
BY MR MLELLAN:
Q ay. And what bank is the noney to be wired to?
Bank of Anerica.
And in what |ocation?

Las Vegas Nevada.

o » O r

Directing your attention to Governnent's Exhibit 72-3.
MR McLELLAN:  1'msorry, Your Honor. | am
told this is --
Do you have 71-3 in front of you, M. Al exander,
or --

THE W TNESS: Yes:; 71-3.
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MR, McLELLAN: |1'msorry. | have been referring to
Exhibit 71-1 and 71-2 so far, Your Honor, and this is now
71-3. | apol ogi ze.

THE COURT: Fine. Go ahead.
BY MR MLELLAN:
Q ay. And what is this docunent?
A This is the actor | oan-out agreenent for Blade III.
Q ay. And please read the first paragraph
A "Agreenment dated as of the 5th day of June 2003 between
Avery Pix, Inc., Conpany, and Swiss Sterling Trust, A G,
Lender, f/s/o," for the services, "of Wsley Snipes, Artist,
in the notion picture presently entitled Blade 111, the
Picture."
Q And taking a | ook at page three of the docunent, Paragraph
6(a), fixed conpensation --
A Yes.
Q -- please read that paragraph
A "Conpany shall pay to Lender the sumof 13 million
dollars, the fixed conpensation, less the hold fee. For
pur poses hereof, the fixed conpensation | ess the hold fee
shall be referred to as the adjusted fixed conpensation. The
adj usted fixed conpensation shall accrue in equal weekly
install ments over the schedul ed period of principal
phot ogr aphy of the notion picture, comrencing on the start

date, and shall be payable to Lender on conpany's nor nal

23
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payday, one week in arrears. The adjusted fixed conpensation
i ncl udes paynent for the rights granted to Conpany and for the
acting services rendered during the picture services period,
preproduction and rehearsal periods, and for all publicity and
pronotional services rendered by Artist. Ten nillion dollars
of the fixed conpensation shall be in advance agai nst and
shal |l be deductible fromthe participation, as defined bel ow,
payabl e pursuant to Paragraph 6(A)(a) below "

Q In taking a | ook at page seven of the docunent, where it

says "Producing Fee Credit," Paragraph 9(A), and then there is

a Subparagraph (a), Producing Fee, please read that paragraph.

A "Lender shall be paid a producing fee of 550,000 dollars,

the Produci ng Fee. The Producing Fee shall accrue and be

payabl e on a customary 20/60/10/10 basis. The producing fee

is pay or play on the sanme basis as the adjusted fixed

conpensation is pay or play, pursuant to Paragraph 7 above."
"20/60/10/10," by the way, is just the paynment schedul e,

first percentages of 100 percent. It's a shorthand.

Q Has New Line Cinena paid M. Snipes this producing fee?

A It has not.

Q And why not?

A W were instructed not to pay while M. Snipes, through

his representatives, applied for a Canadian tax wai ver, which

is not unconmon for producers.

And by the tine we were requested to pay, we were in a
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di spute as to whether or not he had rendered all of his
services, and so we wi thheld paynent.
Q Is there litigation ongoing in regard to this fee?
A There is.
Q And who is suing who in this case?
A Swiss Sterling Trust and M. Snipes is suing New Line and
various other entities.
Q Taking a | ook at Paragraph 14, | guess it's at page 13 of
the docunent, travel and expenses, the first paragraph there.
A Yes.
Q Wich residence is given for the artist?
A Wndernere, Florida.
Q Taking a look at page 16, is that the signature page for
this | oan-out agreenent?
A That is.
Q ay. And what's the date on those signatures?
A  Septenber 18th, 2003.
Q And if you can nmake it out, what are the entities and who
seens to be signing for which one?
A Avery Pix, it appears that is Judd Funk's signhature again,
executive vice-president, business and |egal affairs; and then
on behal f of Swiss Sterling Trust, A G, it looks |ike John
Dupont and Wesl ey Shipes. And Kynberlyte Production Services
International also acknow edged the effect of 1(A) only, and

that is Lori Davis.
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Q Oay. There is a -- at W5 18559, flipping forward a few
pages, there is a fax fromthe | aw offices of Arnstrong,
Hirsch, Jackoway, Tarnman and Wetthei ner (phonetic). Do you

see that, toward the end of the docunment?

That's part of this docunent? OCh, yeah. |'msorry.
It is -- I'"'msorry -- W5 18559.
Yes.

kay. And what is this docunent?

Wre instructions.

o r» O > O P

kay. And what's the purpose of these wire instructions
in this context?

A This is instructing us where to nmake paynents, the Bl ade
11 paynents.

Q Oay. And in the mddle there, could you read the text
following where it says the wire instructions.

A "Beneficiary, SST Swiss Sterling Trust, A G Address, P
O Box 3699, 14 Rue Duron (phonetic), 1211 CGeneva- 3,

Swi t zer | and.

Q Oay. And then taking a |ook at what it says for tax ID

nunber ?

A It says: "There is no tax ID nunber since it is a trust."

Q Oay. And then flipping forward a little bit further, W5
18565, there is a letter there dated July the 2nd, 2003. Do
you see that?

A Yes.

26
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Q And to whomis that letter addressed?
A It's addressed to Barry Hrsch, M. Snipes' |lawer, and to
nysel f.
Q Oay. And what is it in regard to?
A This is aletter -- | think it is in regard to a subpoena
that we were released to turn over docunents to the
governnent, requesting that -- instructing us not to do so.
Q And who seens to have signhed it?
A M. Pethur Baraka the vice-president, executive accounts,
| egal departnment, Sterling Bank and Trust, S. A
Q M. Alexander, we've gone over three novie contracts here,
have we not ?
A Yes, we have.
And whose services were those contracts to ensure?
Wesl ey Sni pes.

Was he paid for those services?

> O > O

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

THE COURT: M. Barnes?

MR BARNES: Yes, Your Honor. Could | ask for a
brief ten-m nute recess to conference with co-counse
concerning some natters about cross-exam nation?

THE COURT: Al right. Let's pause and take a

ten-mnute break then, nmenbers of the jury.
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(Short recess taken.)

(Jury present.)

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

M. Barnes?

MR. BARNES: Yes, Your Honor.

CROSS- EXAM NATI ON

BY MR BARNES:
Q In your experience, you -- you have experience with a | ot
of artists who sign contracts, right?
A, Yes, | do.
Q And those artists include artists who are actors,
directors, screen witers, producers?
A, Yes.
Q Is it frequently the case that the artists don't
understand all the legal |anguage in their contracts?
A. | don't think so, but | wouldn't -- really wouldn't know.
Q Well, when you normally are signing a contract with the
artist, you normally work through | awers and ot her
pr of essi onal s?
A, Yes, | do.
Q Are you aware of artists having nultiple residences?
A Yes, | am
Q And the reference in the contract was where the person's

resi dence was for travel purposes and travel expenses,
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correct?
A. |1'd have to | ook back in the I anguage. It usually says
sonmething like "principal place of residence.” | don't know

if it says it in this case, but that's..
Q You need to | ook back at it?
A.  Sure.
Q ©o ahead. Go ahead and | ook back at it. See if it says
"principal place of residence."
(Pause.)
A. In this case it says "current place of residence."
Q ay. Also, New Line has payroll records where they pay
the individuals, correct?
A.  Yes, they do.
MR, BARNES: Could we go to Governnent Exhibit 16,
pl ease?
Go to W5-03975. Could you blow up the top? Could
you blow that up at the very top?
Go down -- |I'msorry -- toward the bottom
BY MR BARNES:
Q Can you see where it says "total for Anen RA, tax year
2000"?
A | can't see -- ny eyes aren't that good.
MR. BARNES: Could you blow that line up?
BY MR BARNES:

Q "Total for Anmen RA, I|ncorporated, for year 2000"7?

F012208 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

30

A, Yes.
Q Ckay.

MR. BARNES: And then could you go down to the next
section? Right there. That works. Blow that up.
BY MR BARNES:
Q Wose nane is listed there? Do you see a nane |isted
there? It has Wesl ey Snipes?
A.  Snipes, Wsley. Yeah.
Q And by "resident state," what resident state is listed?
Does that say New York?
A. It says New York, yes, sir

MR. BARNES: Can we go down to the next page? And
go to the top, and highlight the sane section to the left.
BY MR BARNES:
Q And what resident state is listed there for M. Snipes?
A. Again, it says New York.

MR. BARNES: Co to the next one.
BY MR BARNES:
Q And what resident state is listed there for M. Snipes?
A, New York.

MR. BARNES: Co to the next one.
BY MR BARNES:
Q And what resident state is listed there for M. Snipes?
A, New York.

MR BARNES: GCo to the next one.
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BY MR BARNES:
Q And what resident state is listed there for
A, New York.

MR. BARNES: Co to the next one.
BY MR BARNES:
Q What resident state is listed there for M.
A, New York.

MR. BARNES: Co to the next one.
BY MR BARNES:
Q What resident state is listed there for M.
A, New York.

MR. BARNES: Co to the next one.
BY MR BARNES:
Q What resident state is listed there for M.
A, New York.

MR BARNES: Co to the next one.
BY MR BARNES:
Q What resident state is listed there for M.
A, New York.

MR. BARNES: The next one.
BY MR BARNES:

Q What resident state is listed -- oh

31

M. Snipes?

Sni pes?

Sni pes?

Sni pes?

Sni pes?

MR. BARNES: Go to the next page. The top, sane

secti ons.

BY MR, BARNES:
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Q \Wat resident state is listed there for M. Snipes?
A, New York.

MR. BARNES: Co to the next one.
BY MR BARNES:
Q \Wat resident state is listed there for M. Snipes?
A, New York.
Q And this is the 2001 period, is that right? The check
dates and the seq. dates are listed as 2001? Do you see that?
A.  Yes. It appears so, yes.
Q And what resident state is listed there for M. Snipes?
A, New York.

MR. BARNES: Co to the next one.
BY MR BARNES:
Q Wat resident state is listed there for M. Snipes?
A, New York.

MR BARNES: Co to the next one.
BY MR BARNES:
Q Wat resident state is listed there for M. Snipes?
A, New York.

MR. BARNES: Co to the next one.
BY MR BARNES:
Q Wat resident state is listed there for M. Snipes?
A, New York.

MR. BARNES: Co to the next one.

BY MR, BARNES:
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Q \Wat resident state is listed there for M. Snipes?
A, New York.

MR BARNES: Co to the next one. GCo to the next

page, to the top.

BY MR BARNES:

Q \Wat resident state is listed there for M. Snipes?
A, New York.

MR. BARNES: Co to the next one.

BY MR BARNES:

Q Wat resident state is listed there for M. Snipes?
A, New York.

MR. BARNES: Go down to the next highlighted section
where | think it says "total paynents," that next, sort of,
top paragraph there. Yeah, that right there.

BY MR BARNES:
Q And this is the total -- does it have a year there?

MR, BARNES: Well, just go down -- go down to the
next entry for M. Snipes.

BY MR BARNES:
Q And the resident state for M. Snipes |listed there?
A, New York.

MR. BARNES: Go down to the next paragraph.
BY MR BARNES:

Q Wat resident state is listed there for M. Snipes?

A.  New YorKk.
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Q And is that a novie that you know of called One N ght
St and?
A Yes, it is.
Q Is that a novie M. Snipes' |oan-out conpany contracted
with New Line for the purposes of his services?
A. Based on that, it appears so. | don't know -- |'m not
famliar with his contract on that picture.
Q You weren't personally involved in that one?
A.  No.
Q Ckay.

MR. BARNES: Go down to the next entry.
BY MR BARNES:
Q And what resident state is listed there for M. Snipes?
A, New York.

MR. BARNES: Go down to the next entry.
BY MR BARNES:
Q Again, is his residence listed as the state of New York?
A It is.

MR. BARNES: Next page. Go down to the -- right
there. That's fine.
BY MR BARNES:
Q Residence still listed as the state of New York?
A Yes, it is.
Q And what novie does that say there? Does that say

Bl ade |1?
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A, Yes, it does.
Q Thank you.

MR. BARNES: Go down to the next entry.
BY MR BARNES:
Q Wat resident state is listed for M. Snipes in that
entry?
A, New York.
Q And that also is for Blade I1?
A. It appears so, yes.

MR. BARNES: Go down to the next entry.

BY MR, BARNES:

Q Wich residence -- state of residence is listed for
M. Snipes in that entry?

A, New York.

Q And that also is for Blade I1?

A, Yes.

MR, BARNES: Next entry.
BY MR BARNES:
Q \Wat state of residence is listed for M. Snipes in that
entry?
A, New York.
MR, BARNES: Next entry.
BY MR BARNES:
Q Sane, New York again?

A.  Uh-huh. Yes.
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BY MR BARNES:

Q New York again?

Go down to the next entry.

36

A, Yes.

MR. BARNES: Next entry -- or next page, | believe.

THE W TNESS: New Yor k.
BY MR BARNES:
Q New York again?
A, Yes.

MR, BARNES: Next page.
BY MR BARNES:
Q New York again?
A, Yes.

MR, BARNES: Next entry.
BY MR BARNES:
Q New York again?
A, Yes.

MR, BARNES: Next entry.
BY MR BARNES:
Q New York again?
A Yes, sir.

MR, BARNES: Next entry.
BY MR BARNES:
Q New York again?
A, Yes.
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MR, BARNES: Next entry.
BY MR BARNES:
Q New York again?
A, Yes.
MR BARNES: Go down to the --
BY MR BARNES:
Q New York again?
A, Yes.
MR. BARNES: Go down to the next page. Scroll down.
The second entry, right there.
BY MR BARNES:

Q \Wat state of residence is listed there for M. Snipes?

A, New York.

Q And what novie is listed there?
A. Bl ade.

Q Thank you.

MR, BARNES: Next entry.

BY MR, BARNES:

Q And Blade Il; state of residence for M. Snipes listed as
New Yor k?
A Yes.

MR, BARNES: Next page. Scroll down. Scroll down
to the last entry. Not that one, the one up before it.
BY MR BARNES:

Q And is that another entry for M. Snipes for work on Bl ade
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|isted as the state of residence in New York?

A Yes.

Q And that's as of Decenber of '01? See at the bottom --
A, Yes.

Q -- the check date?

MR. BARNES: Next page. Go down to the -- go to the
top -- the top left-hand -- or the mddle -- I"'msorry --
yeah, the top left hand right there. Right. The total for
Kynber| yte Production.

BY MR BARNES:

Q Does that have -- does that say "total for Kinberlyte
Producti on Services International for year 2001"? Can you
read that?

A.  Yes, that's what it says.

Q ay. And Kinberlyte was the | oan-out conpany paid for
M. Snipes' services on Blade I1?

A Yes, sir.

MR. BARNES: Could we go down to the next entry?
BY MR BARNES:

Q And does that list M. Snipes' work on Blade Il and it

lists his state of residence as New York?

A. It does.
Q And lists as work state of California? The one -- the
entry --

A OCh. Yes, it does. Next to it, yeah.

38
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MR, BARNES: Scroll down. Keep scrolling down.
Scrol | down one nore.
BY MR BARNES:
Q Is that another entry for M. Snipes’' work on One N ght
Stand, |isted as residence of New York?
A, Yes.
Q And that check entry is for April of 2002, correct? Can
you see that?
MR. BARNES: Can you bl ow that up?
THE WTNESS: |'msorry. It looks like --
BY MR BARNES:
Check date, work date?

It | ooks |ike January to ne.

Q
A
Q January 14, 2002; does that |ook right?
A.  Yeah. You said April.
Q Al right.
A. | think it's January.

MR. BARNES: Scroll downward. Can we go to the |ast
entry?
BY MR BARNES:
Q Does that also have a check date of May of '02, at the
bottom | eft?
A. This is an eye test. |It's either a three or a five. It's

ei ther March or May.

Q Does it also list M. Snipes' residence as New York?
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A, Yes.
Q It says sonething about a residual paynent. Wat's a
resi dual payment?
A It's a--it's a-- pursuant -- as a nenber of the Screen
Actors @uild, there are residuals paid when a picture is
exhibited on television, let's say, or hone video.
Q And pursuant to --
A. Actors are entitled to residual paynments for the
downstream exploitation of the film
Q And that depends on the contracts, though? |If the
contract required paynment to a | oan-out conpany, that's who
the paynent woul d be made to, correct?
A.  You know, actually residuals aren't paid pursuant to the
contract. They are paid pursuant to the Quild -- the Screen
Actors @uild, the union that he's a nmenber of, and | do not
know - -
Q You don't know who --
A -- off the top of ny head how it's determ ned who the
paynment gets nade to.
Q ay. Under M. Snipes' nane, is there two conpanies
i sted, one Amen RA and one Juno Pix?
A, Yeah.
Q And those are the conpanies involved with the -- Amen RA
was the | oan-out conpany involved in Blade for M. Snipes'

services, for the --
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A. Blade |, yeah

Q For Blade |I?

A, Yes.

Q And Juno Pix was -- you said that was a subsidiary. D d

understand that right?
A. That's a subsidiary of New Line CGinema. |It's the conpany

responsible for hiring all the personnel to nmake the picture.

Q Are |l oan-out conpani es conmonpl ace in Holl ywood?

A. They are.

Q And what about subsidiary conpani es; are they comonpl ace?
A. They are.

Q And so when you -- when there's a | oan-out conpany

i nvol ved, you pay the | oan-out conpany rather than the actor,
correct?

A. Correct.

Q And the subsidiary -- when you're form ng a subsidiary
conmpany, you're not trying to do anything fishy or deceptive,
right?

A.  No.

Q Wiy do you have a subsidiary conpany?

A. There are various reasons, depending on financing for the
picture. Sonetines it's to protect trademarks and ot her
intellectual property.

Q Sonetines does it have involvenment with limting liability

or getting the best beneficial tax structure?
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A, Yes.

MR. BARNES: Can we go down to the next page? Keep
goi ng down. That's good. Pick the bottomone. Right there.
BY MR BARNES:

Q Does this have Decenber of 2002 in the bottomleft?

A. It does, yeah.

Q And that has M. Snipes' state of residence as New York
correct?

A. It does.

MR. BARNES: Go down to the next page. Go down to
the last entry.

Not that entry. I'msorry. The one before it, the
| ast Sni pes entry.

BY MR BARNES:
Q Does this have a date of May of '03?
A, Yes.

MR BARNES: And can we scan over a little bit to

i nclude the resident state?

BY MR BARNES:

What resident state is listed for M. Snipes?
New Yor K.

Are you famliar with the area code 3107

| am

Where is that area code | ocated?

> o » O > O

It's part of Los Angeles. Wst Los Angel es.
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Q What about the area code 212?

A, New York.

Q So if there were phone nunbers to be contacted to reach
M. Snipes at 310 or 212, that would be Los Angel es or

New Yor k?

A, Yes.

Q Have you ever net M. Snipes in Florida?

A.  No.
Q Has -- when you engaged in any tel ephone conferences or
personal neetings -- or personal neetings of any kind, you

never net with himin Florida, correct?
A.  No.
Q Oay. You nmentioned that in Blade IIl there were a whol e

bunch of entities involved, is that correct?

A In Blade Il there were a whole bunch of entities

i nvol ved?

Q Well, you nentioned that there were several different
entities involved for Blade |, Blade Il and Blade Ill, and you

had to make sure the right entities received the right
paynments, is that correct?
A | think that was -- it was Blade Il where it was a
little -- where | had to term nate the Anen RA and -- and --
had to set up an anmendnment and rel ease Anen RA

Blade Il was Kinberlyte and Avery. |'msorry. Blade Il

was -- Swiss Sterling Trust, | believe, and Avery were the two

43
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entities.
Q In fact, inthe litigation between -- that's currently
i nvol ving New Li ne about paynent of those entities, one of the

plaintiffs is the Swiss entity, correct?

A Yes, it is.

Q And that Swiss entity is a separate plaintiff from

M. Snipes, correct?

A, Yes, listed.

Q The -- and when you were trying to resolve these issues

about the release, you didn't go just directly to M. Snipes,
right? In other words, you went to the |awers or the agents
or the individuals representing the entities?
A. | went through M. Snipes' |awers, yeah.
Q ay. So you went through his lawers to find out which
entities were responsible for which paynents and to work out
any sort of legal dispute?
A, Yes.

MR. BARNES: One nonent, Your Honor.

(Pause.)
BY MR BARNES:
Q Wen you nmake paynents to various | oan-out conpani es or
subsi diaries, you don't know where those paynents ultinmately
go, correct? They are -- let me -- let nme rephrase.

You' re nmaking a paynment to the |oan-out or the -- let ne

gi ve you an exanple. You' ve worked with a law firm before,
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correct?
A Yes.
Q If | make a paynment to the law firm for your services, |

don't know what the law firmis paying you for your services,
correct?

A. Correct.

Q And that is the sanme situation when you're paying | oan-out

conmpani es or subsidiaries for the services of an artist or an

actor?
A. Not -- yes and no. | nean, typically these | oan-out
conpani es are -- typically in the industry the |oan-out

conmpany i s a pass-through corporation which is set up for tax
purposes and the -- the understanding is that that noney goes
to the artist ultimately.

Q So --

A. | mean, | can't say specifically in this case, but
general ly that noney goes to the artist whose services were --
that are being provided to us.

Q Okay. But you, yourself, are not personally involved in
that part of the process?

A. No. No. W neke paynent to a | oan-out conpany, and then
ultimately how they distribute the funds is up to them

Q And this is commonplace within the industry for artists to
have these | oan-out conpanies to do these negotiations for

their services?
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A. It is for people getting paid over a certain amount. From
ny understanding, it's beneficial froma tax perspective to do
it this way, yes.
Q And that's based on what tax professionals, |awers and
accountants advi se?
A. | assune so, yes.

MR. BARNES: No further questions, Your Honor.

THE COURT: M. WIson?

MR. WLSON: No questions, Your Honor

THE COURT: Redirect, M. MLellan?

MR. McLELLAN: Briefly, Your Honor

REDI RECT EXAM NATI ON

BY MR MLELLAN:
Q M. Alexander, did you ever have occasion to nmeet with
M. Snipes for business purposes?
A.  Not in person.
Q We were looking at these Blade |, Blade Il and Bl ade 11
contracts. Each of these contracts has attached to it one of

n

t hese so-called "inducenent letters,"” does it not?
A.  Yes, it does.

Q Oay. Directing your attention to Exhibit 71-3, the

Blade Il contract, Page 30 of that docunent --
A.  Yes.

Q ~-- is that an inducenent letter?

A It is.

46
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Q And taking a | ook at the next page of it, is that -- is
that signed by M. Snipes?
A It is.
Q Ckay.

MR. McLELLAN:  This is W5 18528.
BY MR MLELLAN:
Q kay. Does M. Snipes nake certain representations in
this inducenent letter?
A.  He does.
Q Okay. Let's take a look at the representation he makes in
Paragraph 2. Could you pl ease read that?
A. "That the undersigned is famliar with each and all of the
terns, covenants and conditions of the agreenment and hereby
consents to the execution thereof; that the undersigned shall
performand conply with all of the terns, covenants and
conditions of the agreenment on the part of the undersigned to
be performed and conplied with even if the enpl oynment
agreenent should hereafter expire, be term nated, whether by
the undersigned or by | ender, or be suspended; that the
representations and warranties of lender relating to the
servi ces of the undersigned contained in the agreenent are
true and that the undersigned has granted to | ender all of the
applicable rights granted by | ender to you under the
agreenent . "

Q Oay. Wiat is the -- what's the gist of this
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representation on the part of M. Snipes here?
A. The gist of it is that he'll comply with all -- with the
contractual terms and the actor |oan-out agreenent regardless
of whether or not the lender-artist relationship continues.
Q So why is it inportant that something like this be
enforced regardl ess of whether the | ender or artist
rel ati onshi p continues?
A. Because what the conpany is contracting for is for the
artist to provide services and we would -- we would not want
to be in a position where the artist could -- could refuse to
provi de the services and di savow the contract for those
services just because we -- we agree to enter into this
| oan-out arrangenment rather than have them personally bound by
the -- by the principal agreenent.
Q ay. The loan-out here is Swiss Sterling Trust, is it
not ?
A.  Yes, Swiss Sterling Trust.
Q ay. |If sonething happens and Swiss Sterling Trust went
under, under the terns of this inducenent letter, what sort of
performance will still be expected of M. Snipes?
A. The exact performance specified in the principal agreenent
as if nothing -- as if there had been no change. W would
just in that case make paynents directly to M. Snipes instead
of Swiss Sterling Trust.

Q Counsel was showi ng you these payroll records.
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A.  Yeah.
Q | think you -- you may recall he was running through them
and showi ng you that there -- there appeared to be New York

desi gnhation --

A, Yes.

Q -- on those payroll records. Did you see M. Snipes'
sighature on any of those payroll records?

A. Did not, no.

Q But M. Snipes does sign these | oan-out agreenents, does

he not ?
A. | believe he does, yes.
Q And taking a |l ook at, again, the Blade IIl contract,

Governnent's Exhibit 71-3, Page 13 --
MR MLELLAN: That woul d be Bates Nunber 18511.

BY MR MLELLAN:

Q ay. This is one of these contracts signed by

M. Snipes, is it not?

A It is.

Q ay. Paragraph 14, travel and expenses --

A, Yes.

Q ~-- 1 think I had you refer to the first paragraph here on
your direct exam nation -- what does it give as the artist's

current place of residence?
A.  Wndernere, Florida.

Q ay. And then what's this provision beneath that about
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75 mles; could you -- could you explain that?
A. That's the standard after which we'd be responsible for
paying for artists' housing and food and any kind of travel
associated with -- with going nore than 75 mles from-- from
W nder ner e.
Q ay. So, for exanple, are these -- these Subparagraphs A
through, | guess, onto the next page F, are those these
anenities that are provi ded?
A.  Yes, they are.
Q Oay. So what's -- what's the first anenity there under
Subpar agr aph A?
A. That's a -- that's an air travel provision that says if
he -- if he's -- it says if he's required to go nore than
75 miles fromWndernere that we would fly himfirst-class;
and if he's gone from Wndernere nore than -- nore than 14
consecutive days, we provide himw th three additional
first-class, round-trip tickets.
Q ay. And for provision B, what does he receive there?
A.  He receives $5,000 a week for housing and food.
Q And taking a |l ook at provision C, what is -- what is --
what does he receive there?
A.  Five hundred dollars a week for his chef to purchase food
to cook for him
Q ay. And what about D, just generally?

A. This tal ks about ground transportation, so he has a right
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to approve his driver, and we specify the fee.
Q ay. And what about E; what does that provide for?
A. It provides for two rental cars for himto use while he's
away from W nder nere.
Q O what type?
A.  Two top-of-the-line rental cars: Lincoln Navigator and/or
Mercedes. It includes insurance.

MR, McLELLAN: We can just show this one on the
screen.
BY MR MLELLAN:
Q Directing your attention to Governnent's Exhibit 2-5, do
you recogni ze that docunent?
A | do. It appears to be the conplaint filed on behal f --
or filed against New Line Cinema and New Li ne Producti ons,
Avery Pix and ABC Corporation, et cetera.
Q Is this this litigation that you were nentioning in your
direct testinony?
A It is, yeah.
Q ay. And taking a look at the second page of that
docunent, there's a -- if --

MR, McLELLAN: If we could focus on Paragraph 5 at
the very bottonf?
BY MR MLELLAN:
Q Can you nake out the wording of that paragraph?

A "Plaintiff Snipes is a natural person and is a citizen and
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resident of the State of Florida. At all tines herein
nentioned plaintiff Snipes was a |l ead actor and associ ate
producer of Blade: Trinity."

MR. McLELLAN: Begging the Court's indul gence?
(Pause.)
MR McLELLAN: That's all for this wtness,
Your Honor.
THE COURT: Anything further of the witness,
M. Barnes?
MR. BARNES: Yes, Judge.
THE COURT: Recross.
RECROSS EXAM NATI ON
BY MR BARNES:
Q Were were the Blade fil s nade? Were were they actually
filmed, the actual filning production?
A. Yeah, I'mtrying to -- you know, | don't know where
Blade | was --
Q Ckay.
A -- filmed. Blade Il was in the Czech Republic, | believe

Prague, principally.

Q Ckay.
A. And Blade IIl, Vancouver, Canada, | believe.
Q Oay. So all of themwere 75 -- they were 75 mles away

from New York, 75 nmiles away from Wndernere, and 75 m |l es

away from Beverly Hills?
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A Yes.
Q You referenced this |oan-out conpany and the actor.
Basi cally when you do a contract with a | oan-out conpany,
you're not doing the contract with the artist thensel ves
directly, right?

In other words, you were nentioning the reason why you
needed an indemification of some sort is because they are not
signhing on the bottomline for thenselves; it's the | oan-out
conmpany doi ng so?

A. The artist does not -- the principal artist doesn't sign
the | oan-out contract. The --

Q So your concern is that you pay noney to the | oan-out
contract (sic); and if there's sone problemw th the | oan-out
contract -- conpany paying M. Snipes, you want to rmake sure
M. Snipes is there film ng anyway?

A. That's one of the reasons, yeah.

Q You want to guarantee his participation in the filmno
matter what ?

A. | want to guarantee that he's going to conply with all the
terns of the main agreenent.

Q His obligations through the | oan-out conpany to perfornf
A.  Yes.

Q Are you famliar with New Line requiring people to sign an
-9 forn®

A Yes.
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Q And that is where they have to list their residence for
pur poses of payroll purposes?
A, Yes.
Q And so if the payroll conpany was listing M. Snipes
resi dence as New York, that would be based on an 1-9 filled
out by M. Snipes listing New York as his residence?
A. | would assune that that's where that conmes from but |
don't have first-hand know edge of that, but..

MR. BARNES: No further questions, Your Honor.

THE COURT: M. WIson?

MR. WLSON:. No questions.

THE COURT: Thank you, M. Al exander. You nay step
down, sir.

THE W TNESS: Thank you.

THE COURT: M. Morris?

MR MORRIS: Your Honor, at this time the
United States calls Mark Patterson

*** MARK PATTERSON was sworn by the Deputy Clerk ***

THE DEPUTY CLERK: Pl ease have a seat.

Pl ease state your full nane, and spell your | ast
name for the record.

THE WTNESS: My nane is Mark Patterson
P-A-T-T-E-R-S-ON.

MARK PATTERSON

being duly sworn, testified as follows:
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DI RECT EXAM NATI ON
BY MR MORRI S:
Good nmorning, M. Patterson.
Good norni ng.
What state and city do you currently reside in?
I live in Philadel phia, Pennsylvani a.
And what sort of business or occupation are you in?
I'"ma conputer consultant.
How | ong have you been doing that kind of work?
About ei ght years.
Have you received training in that line of work?

Yes. |I'mcertified by Mcrosoft.

c >» O >» O > O > O > O

| notice your voice is alittle low Could you pl ease
speak up a little bit --

Surely.

-- and into the m crophone?

Sure. Yes. I'mcertified by Mcrosoft.

A
Q
A
Q In the past did you own a house in Sorrento, Florida?
A Yes, | did.

Q And do you recall the address of that house?

A, Yeah. 1t's 32504 Wekiva Pines Boulevard in Sorrento,
Fl ori da.

Q Wat county is Sorrento, Florida, in?

A. Lake County.

Q From approxi mately what period of tinme did you own that
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A | owed it from 1992 to 2004, April 2004, when | sold it.
Q And when you say you owned it, were there other people who

owned it as well?

In what formdid he make paynent to you for rent?

A Yes, it was -- ny parents owned it as well as nyself.
Q \Wat type of property was it?

A. It was a country honme |ocated on five acres.

Q At sone point did you rent that home to Eddi e Kahn?
A, Yes, in June 1996.

Q You began renting in June of '96?

A, Yes.

Q And when did you stop renting the house to M. Kahn?
A, In March of 2004.

Q Do you know who lived there during that tine period?
A. Eddie, his wife, Kookie, and their two children.

Q Now, | assume that M. Kahn paid you rent?

A, Yes, he did.

Q

A

Mostly noney orders, and periodically | would get

travel ers' checks.

Q Did you ever get paid by a check drawn on a bank account?
A.  No, never.

Q Now, you said that you stopped renting the hone, |
believe, in March of 2004, is that correct?

A. That's correct.

56
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Q Wat happened that led up to that?
A. M nother received a report that Eddi e was gone and t hat
the children were noving furniture out of the house and that
someone was burni ng sonething behind the house.
Q Wat did you do?
A. | inmediately called down there to check the situation. |
didn't get an answer. And then | proceeded to call a real
estate agent to see what my options were when soneone ski pped
out on the | ease.
Q After that what did you do?
Al -- 1 --1 was contacted -- | called down there on
Wednesday, and | got ahold of a Sharon WIIlianson who was
living in the house at that tine.
Q Do you know what, if any, relationship she had to
M. Kahn?
A. | don't know what the relationship was. It was her and
her husband that were staying there. Wat they said to nme was
that --

MR, BERNHOFT: (bjection, hearsay, Your Honor.

THE COURT: Just a nonent. Don't testify as to what
sonmeone el se may have told you, please --

THE W TNESS: Ckay.

THE COURT: -- M. Patterson. You nmay testify as to
what you did.

Put anot her question, M. Morris.

F012208 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

58
MR. MORRI'S: Yes, Your Honor.
BY MR MORRI S:
Q After you spoke with Ms. WIlianson, what did you do?
| received an email from-- from Eddie

From Eddi e Kahn?

> O >

Yes.
MR MORRIS: May | approach, Your Honor?
THE COURT: You may.
BY MR MORRI S:
Q M. Patterson, |I'm showi ng you what's been marked for
identification as Governnment's Exhibit 116. Do you see that
docunent, sir?
A, Yes, | do.
Q Do you recognize it?
A, Yes, | do.
Q Wat do you recognize it to be?
A. That was the ermail that | received from Eddie.
Q And specifically is this a printout of the electronic
enmai | that you received on your conputer?
A Yes, it is.
Q And is that printout of the email in substantially the
same formand is the contents substantially the sane as when
you received the email on your conputer?
A. Yes. | printed out the headers.

MR MORRIS: At this tine the United States would
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offer into evidence Governnment's Exhibit 116.

MR, BERNHOFT: Your Honor, no objection as to
substance, but we would request a 105 limiting instruction to
the jury respecting this evidence.

THE COURT: Let nme see the exhibit, please.

(Pause.)

THE COURT: Wiat do you say to that request,

M. Morris?

MR, MORRI'S: Your Honor, this exhibit is being
offered with regard to M. Kahn

THE COURT: Al right. Then | will receive in
evi dence Governnent Exhi bit Nunmber 116, nmenbers of the jury,
whi ch you might nmake a note, please -- and we will note on the
exhibit tab, Madam Cerk -- that it's being received only with
respect to M. Kahn and not with respect to either M. Snipes
or M. Rosile and should be considered only as you consi der
the case of M. Kahn and shoul d not be considered as you
consi der the other two defendants.

MR MORRIS: May we publish the exhibit now,

Your Honor ?
THE COURT: You may.
BY MR MORRI S:
Q M. Patterson, while we're waiting for the lights to cone
down so it's easier to see on the screen, if you could direct

your attention to the top -- very top portion. Thank you.
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| believe you referred to header information, is that
correct?
A. That's correct.
Q And is what we see up on the screen right now at the top
is that the header information you were referring to?
A Yes, it is.
Q Now, is this information usually present in an emai
transm ssi on?
A It's present in every email, but it's only viewable if you
specifically look for it.
Q Based on your training and experience, you knew how to do
t hat ?
A Yes, | did.
Q And did you cause this header information to be printed
out on this email?
A Yes, | did.
Q Ckay.
MR MXRRIS: And if we could scroll down, please.
Stop, please. Go back up a little bit. Thank you
BY MR MORRI S:
Q Wiat is the date that this email was sent on?
It's 17 March 2004.
And what does it say as the subject?

"Sorrento hone."

o > O P

And who is it to?
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A It's to me, Mark underscore Patterson at Contast dot net.
Q And then going down to the salutation, would you read the
salutation and the first paragraph?

A. "Dear Mark, Connie and Bill" --

Q I'msorry. Let nme stop you. "Mark" refers to you, | take
it?

A, Yes.

Q And "Connie and Bill" are who?

A. M nother and father.

Q Thank you. Please continue.

A "l amwiting to let you know that Kookie and | are

traveling and will be traveling for some tine. W had to
| eave rather unexpectedly because of intense pressure that was
bei ng put on us by the Internal Revenue Service."
Q Wuld you read the next two sentences?
A. "The IRS got a judge to force us to stop assisting people
with IRS natters. Now they are trying to get a grand jury to
indict us for alleged tax crines."
Q And would you go down to the bottom paragraph?
MR MORRIS: If we could scroll down?
BY MR MORRI S:
Q Wuld you read the bottom paragraph and t he concl udi ng
si ghature?
A. "W are very sorry we have to | eave under these

conditions. Please forgive us. |If you need to contact us,
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pl ease use this email. Sincerely, Eddie Kahn."
Q Now, going back up to the header infornmation, based on
your know edge and your experience, were you able to use this
header information to determ ne where this email was being
sent fronf®
A Yes, | was.
Q How did you do that?
A. Every enmail in the header has -- the sender has an IP
address; the receiver has an I P address, and the email servers
in between that handle the email have |P addresses.
Q And what does "IP" stand for?
A. Every conputer on the Internet has an | P address. It's a
a 12 or 16 digit nunmber that each conputer on the Internet is
assigned. You can't be on the Internet w thout having an I P
addr ess.

So what the header does is it records the |P address of
the sender, the receiver, and the email servers that handl e
that particul ar correspondence.
Q And based on the information that you're able to get from
the header for this email, were you able to determ ne where
this email originated fronf
A Yes, | did. | did what's called a trace route, and what
that is is | just -- it's just a sinple command, trace the
route, and it will trace fromny conputer back to the

originating IP, and that traced back to Panana.
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Q The country of Panana?
A.  The country of Panama.
Q So that's where this email was sent fronf
A. According to the headers, yes.
Q Thank you.
Now, after you received this email, what did you do?
A. | contacted officer Ken Colt of the Internal Revenue

Service and --

Q Wy did you contact hinf

A Well, | had been -- in the year 2000 | had been served a
sumons to produce all financial records dealing with the rent

paynments fromthe Kahns.

Q Let ne stop you there. The request -- who did that cone
from-- the -- for docunents?
A. Ken Colt from-- in the year 2000 | received a summons

fromKen Colt fromthe IRS to produce all the paynents that |
have concerni ng Eddi e Kahn and the rent.

Q So Revenue O ficer Colt was trying to get information
about Eddi e Kahn fromyou, is that correct?

A.  Yeah, they had -- in the near 2000.

Q ay. And so you contacted Revenue O ficer Colt when you
got this emil?

A Yes, | did.

Q And what did you do?

A. He asked ne to fax or email it to him
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Q Is that what you did?

A Yes, | did.

Q After you contacted Revenue O ficer Colt, what did you do?
A. | started to -- | cane back down to Florida to sell ny
house. GCkay? | nean, | -- ny famly -- we | oaded up and

about a week later we made it back down to Florida, and we --
we t ook possession of the house again.

Q So you had to travel from Phil adel phia down to Florida?
A, Yes, we did.

Q Wen you arrived at the house in Sorrento, Florida, that
you had been renting to M. Kahn, what did you see?

A. The first thing I was concerned about was there was a
netal drum out back where that -- sonething was bei ng burned
inside, and that was the first thing | inspected. It was
snol deri ng.

And then once | determned that it wasn't a fire hazard --
because there's three acres of forest right behind the
property where it backs up to -- and then | went in the house
and did an inspection of the property and sawit.

Q Wat did you do after you inspected the inside of the

house?
A. | canme back out again, and the -- and the drum had been
noved over to the side. And it had been -- there was a --

there's a service road on the side of the property, and it had

been dunped over there onto its side.
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Q And did you look in the drunf
A. Yeah. It was kind of spilled out, and it was -- | was
checking, again, to see if it was snoldering. On the top was
ashes. But once it tilted over, then | could see there was
hal f - burnt documents inside it.

Q How full was the drum would you say?

A. It was about half full.
Q Half full of burned docunents?
A, Yes.
Q Thank you.
MR, MORRI'S: Those are ny questions.
THE COURT: Any cross, counsel?
MR, BERNHOFT: Your Honor, no questions on cross.
THE COURT: M. WIson?
MR. WLSON: No questions, Judge.
THE COURT: Thank you, M. Patterson. You nay step
down, sir.

Menbers of the jury, it's the nmiddle of the norning.
It's about the tine we would take our norning recess, but we
paused earlier for the break. Anyone feel the need of an
addi ti onal break? Just raise your hand if you do. O herw se,
we'll just go on.

Al right. Next witness, M. Mrris, please.

MR MORRIS: Yes, Your Honor. The United States

calls Paris Johnson.
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*** PARIS JOHNSON, |11, was sworn by the Deputy Clerk ***

THE DEPUTY CLERK: Pl ease have a seat.

Pl ease state your full nane, and spell your | ast
name for the record.

THE WTNESS: Yes. Paris Johnson, IIl. Johnson
J-OH NS ON

PARI S JOHANSON, 111,
being duly sworn, testified as follows:
DI RECT EXAM NATI ON

BY MR MORRI S:
Q Good norning, M. Johnson.
A.  Good norning.
Q How are you enpl oyed?
A. |'ma supervisory Special Agent with the Federal Bureau of
I nvestigation.
Q How |l ong have you been an FBI agent?
A.  Since May of 1990.
Q And what are your current duties as an FBl agent?
A. |I'mthe FBI |legal attache assigned to the U S. Enbassy in
Panana. | have the area of responsibility of Panama,
Costa Rica and N caragua.
Q Wuld you tell us about the duties of a |egal attache?
A | work with the -- of course, with the FBI field offices,
other federal and local U S. |aw enforcenent agencies, and the

host government |aw enforcenent and intelligence agencies.

66

F012208 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

67

Q And where are you physically stationed?

A. At the U S. Enbassy in Panana.

Q How long have you been a | egal attache in Panam?

A. |'ve been assigned to the office for two years.

Q Wat's your current title?

A. Legal attache.

Q ©Ddyou have atitle before that relating to that
position?

A. Yes. | was pronoted to |egal attache in February of 2007.
Before that, | was the assistant |egal attache.

Q So you worked under the supervision of sonmeone el se when
you were an assistant |egal attache?

A. That's correct.

Q As a legal attache, do you sonetinmes deal with the

expul sion of United States citizens fromthe host country?

A, Yes, | do.

Q Have you dealt with such expul sions in the course of your
duties?

A.  Yes, | have.

Q Approximately how many United States citizens have you
dealt with that are in expul sion from Panama?

A. Probably ten to 15.

Q ay. In Cctober of 2006 were you notified that there was
a United States Indictnment and arrest warrant for Eddi e Kahn?

A Yes, | was.
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Q And were you also --

MR, BERNHOFT: Excuse ne. Wth respect to this
wi tness and the testinony, the defense would respectfully
request a 105 limting instruction, sir.

MR, MORRI'S: No objection.

THE COURT: Wth respect to the testinony of Special
Agent Johnson, then, nenbers of the jury, you are specifically
instructed that you should consider his testinmony and give it
such weight as you think it is entitled to receive only with
respect to your consideration of the case pertaining to the
def endant Kahn and not with respect to either M. Snipes or
M. Rosile.

MR. MORRI'S: Thank you, Your Honor.
BY MR MORRI S:
Q Again, Special Agent Johnson, in Cctober of 2006, were you
notified that there was an Indictnment and arrest warrant out

of the United States for M. Kahn?

A, Yes.

Q And were you also notified that he was i n Panam?

A, Yes.

Q ay. Wat actions did you take based on that?

A | liaised with the inmgration officials from Panama and

also the United States Marshals in the U S., along with
speci al agents fromthe IRS.

Q Wat actions did you take regarding M. Kahn, if any?
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A. M. Kahn was detained by the immigration officials. And I
spoke to the deputy director on the 31st of October and he --
we nmade arrangenents to have -- they brought M. Kahn to the
airport in Panama City, and | arranged to neet themthere and
to escort M. Kahn on the first of November back from
Panama City to M anmi.
Q And what was your understanding as to why M. Kahn was in
the custody of the inmmgration authorities and being turned
over to you?
A. They were nmade aware that M. Kahn had an out st andi ng
warrant in the United States, and they revoked his visa and
they wanted M. Kahn out of the country.
Q And you said that you made arrangenments to neet at the
airport, is that right?
A, Yes.
Q Wat happened?
A. The inmigration officials brought M. Kahn to the airport.
| arranged the purchase of tickets. Mself and a Panamani an
of ficer escorted M. Kahn onto an Anerican Airlines flight,
and we brought himto Mam.

Q You and an inmgration official from Panama flew with

M. Kahn?
A. It was a Panamani an officer; it was not an inmm gration
official. The inmigration officials brought himto the plane,

and | had a Pananani an police officer with ne.
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Where did you fly fromand to?
From Panama City, Tocunen airport, to Mam airport.

Once you got to Mam, what did you do?

> O > O

There were -- Custom and Border Patrol, Marshals and
speci al agents fromthe IRS were present, and | turned
M. Kahn over to them
Q Thank you.

MR, MORRIS: Those are ny questions.

THE COURT: Any qguestions?

MR, BERNHOFT: No cross on behal f of M. Snipes,
Judge.

MR. WLSON: No questions, Judge.

THE COURT: Thank you, Agent Johnson. You nmay step
down, sir.

THE W TNESS: Thank you, sir.

MR. O NEILL: Your Honor, the governnent calls
Dr. John Barsa.

MR WLSON: Your Honor, | have a notion to nake
with respect to this witness.

THE COURT: Al right. Cone to sidebar, then,
pl ease, M. WI son.

AT S| DEBAR

THE COURT: Yes, M. WIson?
MR. WLSON: Your Honor, there are a nunber of

Wi t nesses the governnent, | anticipate, is going to present

F012208 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

71
who were individuals that M. Rosile prepared 861 tax returns
for anong ot her financial docunents. They were not nenbers of
the Anerican Rights Litigators. They had no connection with
American Rights Litigators.

This is 404(b) testinony, information that these
Wi tnesses are going to testify about, which | have not been
provi ded any notice of previously.

It's outside the scope of the conspiracy, and it's
not relevant. And the prejudicial value greatly outweighs any
probative val ue that they could have given the fact that
there's no connection with Anerican Rights Litigators or the
conspi racy.

They nerely are attenpting to introduce these
Wi tnesses to show that M. Rosile was preparing other 861
returns for people that were not within the Arerican Rights
Litigators organization.

MR, BERNHOFT: Judge, very briefly, we join on 402,
403 grounds.

MR. O NEILL: Judge, there have been -- there are
four witnesses in sequence. Two are married, have separate
things to say. Al three had tax returns prepared by
M. Rosile. The governnent does not contend it's 404(b).

Thi s evidence goes directly to willfulness, which, as the
Court knows, for both of the counts M. Rosile is charged in,

the governnment nust prove willful ness.
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doesn't hold water, Judge, because it -- as the Court knows,
it's just any tendency to show a fact that exists. The only
i ssue woul d be whether it would be 40 -- in the governnent's
view, a 403, whether the probativeness is outwei ghed by the
prej udi ce.

In this particular case the governnent mnust prove --
the government nust prove that defendant Rosile willfully
filed with -- joined this conspiracy and willfully was
i nvol ved in Count Two, which was the false 1040X

In these particul ar instances, Your Honor, he files
tax returns with -- for these individuals with this 861
position and on two occasions files two separate returns, one
properly done and one done with an 861, clearly showi ng --
because on one case the woman is applying for a bank loan. On
the other, the man has child custody issues with his ex-wife.

And so in each of these cases it goes right to the
fact that he's totally aware of his obligations as an
accountant to prepare these properly within the confines of
the law, and he does not do so. So the governnent's
contention goes to wllful ness.

THE COURT: Well, if it does, | don't see that that
takes it out of 404(b), M. O Neill, because one of the bases
for the admi ssion of acts other than those specifically

charged in the Indictnment is that it relates to intent or
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state of mind, in this case wllful ness.

Let ne excuse the jury for a minute while we discuss
and consider this.

I N OPEN COURT:

THE COURT: Menbers of the jury, you're going to get
a norning break after all. | need to discuss this matter with
counsel for a few minutes. And as a matter of convenience to
us and to you and not to keep you just sitting there waiting,
we'll pause and take a 15-ninute break, and you may retire to
the jury room

(Jury absent.)

THE COURT: Be seated, please. Gve ne just a
monent .

(Pause.)

THE COURT: M. ONeill?

MR. O NEILL: Yes, sir.

THE COURT: Was the substance of this intended
testinony disclosed to the defense on request before trial
under 404(b)~?

MR. O NEILL: Judge, the governnent specifically did
not nake a 404(b) disclosure. The governnment would note --
Your Honor, the governnent would note inits brief -- bench
brief that it filed prior to trial -- in this case on the
issue of willfulness, we specifically tal ked about a nunber of

itens that we woul d contend, based on Eleventh Circuit
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precedent, are not within a 404(b) analysis, but the Eleventh
Circuit has countenanced these as part of the conspiracy.
These are incidents that occurred during the course of the
conspi racy.

And the governnment -- if | can read it, Your Honor?
At the outset it should be noted that nearly all of these acts
and om ssions took place during the period of the conspiracy
as specified in the Indictnent, that is, 1999 through
Cct ober 12, 2006. Thus, they are not prior acts which
typically are the subject of Rule 404(b) analysis. See
United States versus Maxwel |, 34 F.3d 1006, 1009, Eleventh
Circuit, 1994. Quotation -- not quotation -- excuse nme --
par ent heses, observing that precedents are anple in the
El eventh Circuit for the adm ssion of evidence of prior drug
deal i ng under Rul e 404(b). |Indeed, these acts and oni ssions
forman integral and natural part of the account of
ci rcunstances regardi ng the conspiracy charged in the
Indictment. The Eleventh Circuit has |long endorsed this
exception to the rule agai nst adm ssion of other acts. See
United States versus Weks, WE-E-K-S, 716 F.2d 830, 832,
El eventh Circuit, 1983, parentheses again, noting that
evi dence of an uncharged of fense is not considered extrinsic
under Rule 404(b) if it arose out of the same transaction or
series of transactions as the charged of f ense.

THE COURT: Well, that's the problemright there at
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the end, if it arose out of the same series of transactions
charged as an offense. And as | understand the proffer at
sidebar, the testinony of the witness you have called woul d be
outsi de the charged conspiracy, would it not?

MR ONEILL: It's within the tine frame of the
charged conspiracy, but it does not relate to the -- it is not
part of the conspiracy between the three conspirators charged.

THE COURT: Well, then | think that brings it --
what were you reading from M. ONeill?

MR. O NEILL: Judge, that was the bench brief that
the governnment filed in this case, United States' response in
opposition to defendant Snipes' notion to bar all 404(b)
evi dence agai nst Snipes fromtrial

THE COURT: Well, it seens to ne this testinony
woul d be squarely within 404(b). I'mobliged to sustain the
obj ecti on.

Now, that does not nean that there are not
ci rcunst ances under which it nmay devel op that the
United States may resort to this evidence by way of -- well,
ot her means of proof or perhaps even calling these w tnesses,
dependi ng on what develops after this point. But at the
nonent, it seenms to nme, it's 404(b) nmaterial, which mght be
adm ssible to prove willful ness, but advance notice woul d be
required, so | sustain the objection

MR, O NEI LL: Yes, Your Honor.
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THE COURT: Let's take the bal ance of the recess

(A recess was taken.)
(Jury absent.)

THE COURT: Thank you. Be seated, please.

Marshal Rivera, come to the lectern, if you will.

MARSHAL RI VERA: Yes, Your Honor.

THE COURT: Did you speak to M. Kahn this norning
about whether he wi shed to cone to court or not?

MARSHAL RI VERA: Yes, Your Honor. | spoke to him
between 7:30, 7:45 this norning. | asked himif he was going
to participate today, and he said no.

And | also notified the jail, as per the Court's

instructions, that if in the event he wants to participate at

any time, to contact the Marshals Service, and we will bring
himin. | gave them contact nunber for 24 hours, so they are
awar e.

THE COURT: Al right. And | think you said before
that you are taking M. Kahn expedited daily copy of the
transcript and proceedi ngs.

MARSHAL RI VERA: Yes, Your Honor. | went to see him
on Friday afternoon, and | took himthe transcripts. And I
will see himagain -- when | see himtonorrow norning, | wll
deliver his new transcripts and his new paperworKk.

THE COURT: Thank you, Marshal Rivera.
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Is the governnent ready to proceed? M. MlLellan?
MR, McLELLAN.  Yes, Your Honor.
THE COURT: Seat the jury, please, for us.
(Jury present.)
THE COURT: Thank you. Be seated, please, nenbers
of the jury. | appreciate your patience.
W are ready to proceed. WII you call your next
wi tness, M. MLellan, please.
MR, McLELLAN: Governnent calls Special Agent
Caneron Lalli.
***  CAVERON LALLI was sworn
by the Deputy derk. ***
THE DEPUTY CLERK: Please have a seat. Please state
your full name, and spell your |ast name for the record.
THE WTNESS: Caneron Lalli, L-a-I-1-i.
CAMERON LALLI,
havi ng been duly sworn, testified as foll ows:
DI RECT EXAM NATI ON
BY MR MLELLAN:
Q Special Agent Lalli, how are you enpl oyed?
A |'ma special agent with the Internal Revenue Servi ce,
crimnal investigation division.
Q And where is your assigned post of duty?
A Fort MWers, Florida.

Q How long have you been a special agent with the IRS

77
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crimnal investigation?
A  Approximately nine-and-a-half years.
Q In the course of your duties as a special agent, did you
becone familiar with the nane Wsl ey Snipes?
A Yes.
Q Wen were you assigned to the Snipes investigation?
A It was approximately April of 2002.
Q Wat pronpted IRS crininal investigation to open an
i nvestigation on Wesl ey Sni pes?

MR. BARNES: bjection, Your Honor; 402, 403 and
701.

THE COURT: | aminclined to overrule the objection
on those grounds.

You nmay answer, Agent Lalli.
A The 1997 anmended tax return citing the 861 clai mwas
received in ny office.
Q | will be showing you here Governnent's Exhibit 64-2.
Let's take a |l ook at the top of that, please.

MR, McLELLAN. May it please the Court, would it be
possible to dimthe lights for the exhibit?

THE COURT: It will hopefully, Madam C erk.
BY MR MLELLAN:
Q Special Agent Lalli, is that the docunent in question?
A Yes, sir.

Q ay. Directing your attention to the section on incone

F012208 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

79
in the mddle of the docunent, what does this amended return

do with regard to the inconme reported for M. Snipes for this

tax year?
A It backs it out. It zeros it out to zero.
Q In taking a look, if we can focus on Line 10, okay, can

you make out that line, Special Agent Lalli?
A Yes, sir.
Q And what does it do to the total tax?

A The total tax is zero.

Q Oay. And taking a look at the refund line, 23 -- |I'm
sorry -- 22, okay, what refund does this anmended return cal
for?

A 7,360, 755 dol | ars.

Q Let's take a | ook at where the signatures appear on this
docunent. \Who appears to have signed as the preparer

A The preparer is Douglas P. Rosile.

Q And how about the taxpayer?

A \Wesl ey Snipes.

Q Taking a look at the jurat, the first several words of the
line on the declaration there, what does this -- what do those
first words read?

A "Under no penalties of perjury.”

Q Is that the proper declaration to be put on a tax return?
A No.
Q

How is it different?

F012208 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

80
A Wll, they inserted the word "no."
Q ay. In the course of your duties, did you also cone to
know t he name Dougl as Rosil e?
A Yes, sir.
Q Were you assigned to investigate Douglas Rosile?
A | was.
Q In the course of your duties, did you also conme to know
the nanme Eddi e Ray Kahn?
A Yes, sir.
Q Were you assigned to investigate Eddi e Ray Kahn?
A | was.
Q ay. Cetting back to this 1997 claimfor 7.3 million
refund prepared by M. Rosile and filed by M. Snipes, once
you had been provided with this docunent, did you then | ook
into M. Snipes' tax filing history?
A | did.
Q And what did you determ ne?
A | determined that at that point he had not filed a tax
return for 1999 and for 2000.
Q \Wat about his prior years?
A He had filed all the tax returns up and through 1998.
Q D d you have evidence that Wsl ey Snipes was receivVving
incone in these non-filing years?
A | did.

Q Wat kind of evidence did you have?
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A W have reports that we get through our -- the computer
systemthat indicates payers were paying, nmade paynents to
hi m
Q At the tinme you started your investigation, what tinme
frame are we tal ki ng about here?
A It's April of 2002, approximtely.
Q \Were there any powers-of-attorney in place for people to
represent M. Snipes before the Internal Revenue Service?
A Yes, sir.
Q W were those people with those powers-of-attorney?
A At that time, it was nenbers of Anmerican Rights
Litigators, MIton Baxley and Brian Mal at est a.
Q To your know edge, was there sone |ink between M sters
Baxl ey and Mal at esta?
A \Wll, they both were -- they worked for Anerican Rights
Litigators and Eddi e Kahn.
Q Were was Anrerican Rights Litigators |ocated?
A It was initially in Munt Plynmouth, Florida and then they
noved to Mount Dora, Florida.
kay. What county is Mount Plynouth in?
Lake County.
How about Mount Dora?
Lake County.

Is Anerican Rights Litigators also known as "ARL"?

> O » O r» O

Yes.
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Q Wat kind of services did it offer?
A They would correspond to the IRS for their clients based
on any kind of tax issue they had. |f they owed noney, if
they didn't file a tax return, or any type of correspondence
the RS woul d send the clients, they would provide a service
to respond to the IRS.
Q And who ran ARL?
A  Eddi e Kahn.
Q Now, you work for the crimnal investigation division of
the I nternal Revenue Service Internal Revenue Service, do you
not ?
A Yes, sir.
Q At the tinme, was any other part of the IRS or had any
other part of the IRS been | ooking into the activities of
Dougl as Rosi |l e?
A Cuvil division --

MR, WLSON:. nbjection; relevance. This is 404(b),
al so.

THE COURT: Well, | don't perceive that at the
nonent. | will overrule the objection presently.

Put another question. Go ahead, M. MlLellan.
BY MR MLELLAN:
Q Wat was the civil division doing?
A  \Well, | believe they were working on an injunction to stop

M. Rosile fromfiling the 861 cl ai s.
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Q And why were they concerned about his activities?
A \Well, the anobunt of clains that were --

MR, WLSON: (bjection; relevance.

THE COURT: Sustai ned.
BY MR MLELLAN:
Q Special Agent Lalli, was there any link between Dougl as
Rosil e and Anerican Rights Litigators?
A Yes.
Q Wiat was that |ink?
A Douglas Rosile prepared the 861 anended returns for ARL
clients.
Q Didthe civil part of the Internal Revenue Service
ultimately apply to do anything about the activities of
Dougl as Rosi |l e?

MR, WLSON: bjection; relevance as to what the
civil --

THE COURT: What's the governnment's theory of
rel evance to this, M. MLellan?

MR McLELLAN: It is notice to the defendants, Your
Honor, as to the proprietary of their activities.

THE COURT: Well, establish a tine frame in your
predicate then, and | will reserve ruling on the objection
BY MR MLELLAN:

Q Inthe -- we were just tal king about the spring of 2002.

Do you recall when the application was made for sonme kind of
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court relief with regard to M. Rosile?
A | believe it was June of 2002.
Q Could that have been when the relief was granted?
A It night have been.
Q Sois this around the sane tine frame as you are
initiating your investigation?
A Yes, sir.
Q And what kind of relief was the governnent trying to get
with regard to --

MR, WLSON: (bjection; relevance.

THE COURT: | will overrule that objection.
BY MR MLELLAN:
Q Wat kind of relief was the governnent trying to get with
regard to M. Rosile's activities?
A They were trying to get himto stop filing these anended
claims with the IRS
Q Now, do you know if this application that the governnent
nade got any publicity?

MR, WLSON: (bjection; relevance.

THE COURT: | will sustain that objection, M.
McLel | an.

MR, McLELLAN:  Your Honor, may | make a point in at
that respect? This -- again, the publicity surrounding this

is relevant to notice to the defendants, Your Honor.

THE COURT: It seens to ne it would be indirect and
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subject to Rule 403, M. MlLellan. There are other neans of
approaching that point. | wll sustain that objection.

MR. McLELLAN: Thank you, Your Honor.
BY MR MLELLAN:
Q At the commencenent of your investigation, did you at any
time attenpt to contact M. Snipes or his representatives?
A | did.
Q Wat was your first attenpt to contact himor his
representatives?
A M first attenpt, | believe, was the end of April of '02,
| tried to contact -- was trying to contact M. Snipes; but in
the process, trying to go through attorneys that he -- that |
believe were his attorneys.
Q ay. And what was the nanme of the attorney that you
undertook to contact?
A | spoke with M. Londell MMIIlian.
Q And where was he | ocat ed?
A In New York.
Q And what was your understanding of the capacity in which
he acted for M. Snipes?
A | just understood to believe it was his entertainment
attorney.
Q ©Ddyoutry through M. MMIlian to arrange an interview
with M. Snipes?

A 1 did.
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Q How did that go?
A Well, it took nunerous phone calls. | was trying to get
M. MMIllian to give me a power-of-attorney so | could speak
with M. McMIIlian about the Snipes situation. And it took
several phone calls until finally M. MMIlian arranged a
phone conference with M. Snipes.
Q Wwell, let ne back up a little bit. D d you actually end
up getting a power-of-attorney namng M. MMIIlian for
practices before the IRS to represent M. Snipes?
A | don't renmenber if we did get the power-of- attorney. W
did get verbal authority over the phone to have a conversation
with him
Q And was there sonme controversy over powers-of-attorney and
-- that you nentioned had al ready been established for
M. Snipes?
A Well, they had asked about why | wasn't going through the
powers-of-attorney listed for ARL, MIton Baxley and Bri an
Mal at est a.
Q Well, what was the position of your office regarding the
case of M. Snipes and dealing with, on the crimnal case,
t hese ARL fol ks?
A  Well, we weren't -- you know, M. Baxley was not a
satisfactory power-of-attorney to deal with at this point
regarding ny investigation with ARL and all the enpl oyees and

peopl e associated with ARL.

F012208 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

87
Q ©Ddyourefuse to deal with himin this natter?
A Yes.

Q ©Ddyoufinally get to speak with M. Snipes and his

| awyer ?

A | did.

Q Wen was that?

A It was the end of May of 2002.

Q ay. And who was involved in that conversation?

A M. MMIlian, M. Snipes and ny i medi ate supervi sor,

Steven Pelletier, and nysel f.

Q And how was the comruni cation arranged? Ws this an

i n-person neeting?

A  No. It was over the phone.

Q Wuld you characterize that as a conference call?

A It was a conference call.

Q At the beginning of the interview, did you inform

M. Sni pes of anything?

A | read himhis non-custodial rights. He was under
crimnal investigation.

Q And, just generally, what reninders are contained within
those, the reading of those rights?

A That he has the right to an attorney, has the right to
remain silent, and basically the -- you know, inform ng him he
is under crimnal investigation.

Q Now, these are -- you called these non-custodial rights.
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Is this something that's sort of an in-house practice of the
I nternal Revenue Service?

A  Wll, yes. At this point, it is considered what we call
an adm nistrative investigation. And these are one of the
requirements that we -- if someone is under investigation, we
contact them and read themtheir non-custodial rights.

Q Oay. Is this different fromthe Mranda rights that are
so wel | -known?

A Yes.

Q Now, during that interview, did you inform M. Snipes
about the nature of your investigation into his tax affairs?
A | infornmed himwhat | was | ooking into.

Q And what did you tell hinf

A | told him you know, he was under investigation for
possibly tax evasion, failure to file taxes, conspiracy,
filing fal se claimns.

Q And on that day when you told M. Snipes that he was under

crimnal investigation for tax crinmes, what was his response?

A His response to nme was: "Very interesting."

THE COURT: | don't understand the answer, Agent
Lal l'i.

THE WTNESS: |'msorry?

THE COURT: | said | don't understand your answer.

When you said "very interesting," were those M. Snipes' words

or your reaction --
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THE W TNESS:  No.
THE COURT: -- to what he said?
THE W TNESS: Those were M. Snipes' words to ne.
BY MR MLELLAN:
Q So he, in fact, told you that your reading of a |ist of
crimes for which he was being investigated was "very
i nteresting"?
Correct.
Very interesting to hinf
| guess that's what he neant. | don't know.

Did you tell himanything else at that point?

> O » O >r

You know, we just told himthat we weren't going to be
dealing with M. Baxley through ARL. And he wanted a |ist of
questions that -- | requested an interview, an in-person
interviewwith him that | needed to nmeet with himand discuss
this, these issues.

Q Wwell, let ne ask you this. Do you ordinarily try to have
a face-to-face neeting with people you are investigating?

A Yes.

Q Is that the usual practice?

A Yes, that's the practice.

Q I'msorry. You were saying what else had cone up at this
point in your -- in the interview?

A Just the issue about the power-of-attorney.

Q Well, you were refusing to deal with M. Baxley from ARL;
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is that correct?
A Yes.
Q Wiy was that?
A \Well, he was part of the investigation that | was
conducting into ARL. | nean, he was the power-of-attorney,
and yet -- what they said |lawer for that group. And the
history of his activities and ARL activities with the IRS, |
knew we' re not going to get anywhere.
Q And was that proper conduct on your part, under the
procedures of the Internal Revenue Service?
A It is allowed to bypass the power-of-attorney if you feel
that it is going to hinder your investigation.
Q Now, was M. Snipes and -- or his counsel, were they
trying to get you to deal with ARL in this context?
A They had nentioned that you know why weren't we going
through his POA, and we replied.
Q D d you ever have an interview with M. Snipes after that
phone i ntervi ew?
A No.
Q Wat followup did you do with M. Snipes or in regards to
his case after you had that conference call?
A | followed that up with a letter to hima couple of weeks
| ater, requesting that | hadn't heard fromhim that | needed
to know what attorney he was going to be dealing with. That

was returned to nmy office, return to sender.
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| tried to -- at that point, it is still an administrative
case. | tried to sunmons the corporate records at Anen Ra in
New Yor k.
Q Wwell, let ne stop you there. Wat was your understandi ng

at the tinme of what Anen Ra was?

A  Wll, Anen Ra was M. Snipes' conpany or | oan-out conpany
that he used with his filns.

Q ay. And what were you trying to get from Aren Ra?

A | was trying to get the corporate records.

Q And how woul d that help you with your investigation?

A To look into the financial aspects of any income of the
films or how he was conducting his business.

Q ay. And what was the -- so what action did you take?
A  \Well, | sent, by certified mail, sunmonses to the
corporate offices in New York.

Q Let ne ask you, what is a summons?

A A sumons is simlar to a subpoena, but it is
administrative. It's what the IRS issues for records.

Q By nmeans of a sumons, can you conpel people to produce
records?

A Yes, sir.

Q \Wat else can you conpel themto do with a sumobns?

A You can conpel themto show up in person.

Q And so you had sent a sumopns to the Anen Ra office by

certified mil. Wat was the fate of that sumpns?
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A It was refused, not accepted.
Q How did you determine that?
A It was returned to ny office refused. And then | called
and tal ked to the carrier who delivered the mail.
Q ay. Once the sumons was refused, what cane next in
your investigation?
A At that point, it was a grand jury investigation now, and
then | started to issue subpoenas for records.
Q And what are grand jury subpoenas?
A The grand jury subpoenas are a request fromthe sitting
grand jury for records, for whatever records that you are
trying to obtain; bank records, conpany records.
Q Now, you called them"requests." Are they nore |like
comuands?
A \Wll, they are, yes.
Q So when people get them are they obligated to respond?
A They are.
Q And to whom were these subpoenas issued?
A | issued themto all the financial institutions, novie
studi os, anything associated with M. Snipes and his
cor porations.
Q And did you start getting information back in response to
t hese subpoenas?
A \Well, | did, except for the subpoenas that were served

on -- well, what at that time | thought was the corporate
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of ficers.
Q Well, let ne ask you about that next. Did you identify
corporate officers for Anen Ra?
A | did.
Q And who were they?
A | believe they were Sandra Farrior and Carnmen Baker.
Q Do you know what their positions were supposed to be with
t he conpany?
A Based on the various docunents, sone said secretary, sone
said president, sone -- you know, whatever the docunents had
on them
Q And were these bank docunents?
A  \Well, | believe they were probably articles of

i ncorporation, public docunents that had their nanes on them

Q ay. So you -- by these sources, you deternined the
names of --

A Right, right. | believe sonme of the bank records that had
started conming in had nanes on there, like treasurer, or

sonmehow associ ated themwi th the conpani es.
Q ay. So now you had identified individuals who

apparently were officers of Aren Ra; is that correct?

A Correct.

Q Oay. Didyou try to subpoena thenf
A | did.

Q Wth what result?
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A \Well, the ones issued to Sandra Farrior were --
Q Let ne ask you this. Did you get a grand jury subpoena
i ssued to Sandra Farrior?
A Yes.
Q And did you cause sonebody to attenpt to serve that grand
jury subpoena on her?
A Yes.
Q ay. And what were the circunstances that ensued? Wo
was trying to do it?
Agent -- an | RS special agent in New York.
kay. And what was the result?
The subpoenas were thrown out on the front | awn.
By whon?
By Sandra Farrior.

What | ater happened to those subpoenas?

> O r» O » O >

They were then mail ed back from Sandra Farrior to ny

col | eague, Special Agent Graf.

Q After that, did you talk to Sandra Farrior on the

t el ephone?

A | did.

Q Wat did she tell you about the business records?
MR. BARNES: bjection, Your Honor; hearsay.
THE COURT: Sust ai ned.

BY MR MLELLAN:

Q Did you ever succeed in getting records from Anen Ra
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Filnms?
A No.
Q VYou testified that the I RS sought an injunction agai nst
Dougl as Rosile --
A Yes, sir.
Q ~-- to stop himfrompreparing these 861 returns.
Approxi nat el y, what proportion of those returns were for ARL

cust oners?

A Approxinmately 90 percent.

Q D d you eventually collect those returns?

A | did.

Q Special Agent Lalli, do you recogni ze those boxes?

A | do.

Q Wat is in those boxes?

A There is over 200 1040X clains citing 861 theory or
position.

Q \Were those certified by the Internal Revenue Service?
A Yes, sir.

Q Have you | ooked at every one of those returns?

A Every one.

Q Does every one of them have the 861 argunent on thenf
A Yes, sir.

Q Does every one of them zero out the incone?

A Yes, sir.

Q Dd you prepare sumaries of the returns in those boxes?
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A | did.
Q Directing your attention to docunment marked for
identification purposes 90-1. Just take a nonment and see if
you can find it in that pile there.
Special Agent Lalli, do you have 90-1 in front of you?
Yes, sir.
And how is that captioned?
"Summary of 861 claimreturns prepared by Douglas Rosile."
Did you prepare that summary?

Yes, | did.

o r» O > O P

kay. Directing your attention to docunment narked for
identification Nunber 90-3, could you take a | ook at that,
pl ease. And how was that one captioned?
A "Sunmary of Section 861 clains paid out, dash, applied."”
Q Now, do both of these sunmaries cover the certified
returns that are in those boxes, those boxes being narked for
identification 90-2, one of two, and 90-2, two of two, do they
pertain to those certified records?
A Yes, sir.

MR. McLELLAN: The governnent noves that 90-1, 90-2
and 90-3 be received into evidence.
MR. BARNES: bjection, Your Honor.
MR, WLSON: bjection
MR. BARNES: | believe this is the subject of

M. Wlson's earlier 404(b) notion. And we would additionally
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request, if it is to be adnmitted, a 105 instruction

MR, WLSON:. Your Honor, there is 404(b) in these
docunents that they are attenpting to enter into evidence,
404(b) docunents in those boxes --

THE COURT: Al right. Just a nonment, counsel.

I will need to discuss this for a mnute with
counsel, nmenbers of the jury, and it's alnost lunch tine. |
think we can save sone tinme by acconplishing two things at
once here.

Excuse you for lunch until 1:15, and | will try and
resolve this and we will be ready to proceed when you return
from | unch.

(Jury absent.)

THE COURT: Be seated everyone, please.

Al | have before me on this, of course, is the
Governnent's Exhibit list. 90-1 is described as a sunmary of
tax refund clains prepared by M. Rosile. 90-2 is described
as the refund clains thensel ves, 1040 and 1040X, prepared by
M. Rosile. And it is not clear to ne what 90-3 is.

What is Exhibit 90-3, Agent Lalli, please?

THE WTNESS: |'msorry?

THE COURT: What is the exhibit?

(Tendered to the Court.)

THE COURT: That, too, is a summary exhibit.

You can return it to the witness, Madam C erk
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Are you offering the returns thenselves, M.
McLel I an, as CGovernment's Exhibit 90-2?

MR McLELLAN:  Yes, Your Honor. O course, under
Rul e 1006, the Court nay receive just the summary, Your Honor.

THE COURT: | understand. Well, as | remnarked
earlier, it seems to nme, if we can reduce the size and wei ght
of this record, it behooves nme to do so.

MR McLELLAN.  Yes, Your Honor

THE COURT: But, now, the objection is that the
sumary i ncludes and the returns thensel ves include returns
prepared by M. Rosile apparently for persons other than those
who participated in or were nenbers of American Rights
Litigators or the other organization nmentioned in the
i ndi ct ment .

What do you say to that?

MR. McLELLAN: That is correct, Your Honor
Approxinately ten percent of the returns |isted on Exhibit
90-1 were prepared for non-ARL custonmers. However, Exhibit
90-3 contains only ARL custoners.

Your Honor, Special Agent Lalli can certainly --
he's got full docunentation to identify who is who anong
t hese --

THE COURT: Do | understand then that 90-1 and 90-3
are both summary exhibits that overlap each other?

MR, McLELLAN: Yes, your Honor. 90-3 is a sub-set
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of 90-1 with certain specific information that has to do with
the splitting up of refunds that were obtained.

THE COURT: Al right. Well, for the same reason
that | sustained earlier objection to such returns, it
seens --

Well, did the governnent give pretrial notice under
404(b) to any of these returns, M. MlLellan?

MR McLELLAN:  No, Your Honor

THE COURT: Then | aminclined to sustain the
objection to that part of 90-1 and 90-2 that contained returns
or refund clains made by or on behal f of taxpayers who were
not nenbers of or utilizing the services of ARL or GLGM

But will overrule the objection to the extent that
it was going to 90-3, and receive it in evidence.

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

THE COURT: Yes, M. MlLellan.

MR. McLELLAN:  Your Honor, for the Court's
i nformation, the governnent is prepared to generate a revised
Exhi bit 90-1 that excludes all non-ARL custoners. The
government would intend to offer the revised and redacted
exhibit --

THE COURT: Well, that's what | understood 90-3 was
already. Did | nisunderstand?

MR MLELLAN: Well, Your Honor, 90-3 is -- consists
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solely of ARL custoners as it stands, whereas 90-1 has that
10 percent non- ARL conponent to it.

However, overni ght the governnent is quite prepared
to redact any non- ARL custoners fromthe analysis and the
summary of 90-1, and the governnent woul d propose to re-offer
that exhibit in its entirety tonorrow.

THE COURT: Well, | understand, but ny point of
confusion is, once that's done, would not 90-1 and 90-3 be
i dentical ?

MR. McLELLAN:  No, Your Honor. The 90-3 contains
a -- the rather small sub-set of individuals who were
custoners of Anerican Rights Litigators who successfully
obtai ned a refund check in response to the fal se cl ai s.

THE COURT: Ch, | see. Al right. WIlI, then
tender that, if that's what you wi sh to do, before those
exhibits are offered or re-offered, and I will hear any
obj ections that night be nmade at that tine.

But it would seemto ne that that would cure the one
that's presently being made. And -- but until that's done, as
| say, | sustain the objection to 90-1 and 90- 2.

And we will stop for lunch until 1:15.

(The luncheon recess was taken.)

(Jury present.)

THE COURT: Thank you. Be seated, please, nenbers

of the jury.
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Al right. M. MlLellan, you nay continue.

MR. WLSON: Your Honor, | have a notion.

THE COURT: Yes, M. WIson?

MR. WLSON: Your Honor, | have a notion with
respect to sone of the -- one of the docunments in particular
that's being testified about, that being the injunction. And
" m concerned that, before | have an adequate opportunity to
address the adnissibility of this docunent, that there's going
to be a substantial ampbunt of prejudice that accrues in the
interim

THE COURT: Well, make your objections as we go
along, M. Wlson, and I'll pass on them

MR, WLSON: Thank you.

THE COURT: Go ahead, M. MLellan.

BY MR MLELLAN:

Q Special Agent Lalli, did there come a tine when Anerican
Rights Litigators noved of fices?

A Yes, sir.

Q Were did they go?

A.  They noved from Mount Plynouth, Florida, to Mount Dora,

Fl ori da.

Q Oay. And did Anerican Rights Litigators also change its
name at that time?

A.  They did.

Q To what?
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A. Qiding Life (sic) of God Mnistries.

Q Wat sort of services did Quiding Light of God Mnistries
of fer?

A. The sanme ones that Anerican Rights Litigators provided.
Q Wat, if anything, was the civil part of the IRStrying to
do about that?

A Wll, the civil part was trying to stop them from
operating.

Q ay. And what neasures did they take to try to
acconplish that?

A. They got a civil injunction.

Q Wt was the first thing they did? How did they obtain
the injunction? Did they apply to the Court?

A. Applied to the Court, yes.

Q ay. And when was that application nmade?

A.  End of Decenber of 2003.

Q And did the Court grant any prelimnary relief in that
matter?

A Well, they were instructed not to basically conduct any
type of business for their clients to the IRS.

Q And who was instructing who in this case?

A. The judge was instructing ARL -- or Cuiding Light of God
Mnistries at that tinme.

Q ay. Now, was Eddi e Kahn naned in that action?

A. Eddi e Kahn was, yes.
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Q Around the time this civil action was taking place, did
you seek the permnission of the Court to do anything on the
crimnal side regarding Eddi e Kahn and Qui di ng Light of God
Mnistries?
A. | was seeking to get a search warrant of the business
prem ses.
Q ay. How did you go about doing that?
A. | applied to the Court for an affidavit for a search
war r ant .
Q And what prem ses were you seeking to search pursuant to
that search warrant?
A. The @uiding Light of God Mnistries' business offices.
Q And where were those | ocated?
A, In Munt Dora, Florida.
Q Just generally, what did the Court grant perm ssion for
you to search for?
A. Business records, the corporate records, financial
records, conputer records -- basically everything that was
operating that business.

Q And what role did you play in the execution of that search

war r ant ?
A Wll, I'mthe case agent on that, and | was the | ead
agent. Teamleader is what they call it.

Q And when was that warrant executed?

A.  February 13th of 2004.
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Q kay. Please describe your entry on the prem ses.
A.  An enpl oyee was noticed going into the building. Their
of fices were on the second floor of Munt Dora which is --
it's an antique-type town with a lot of antique shops -- there
on the second floor of this -- this building.

An enpl oyee was observed going up. W went in the
buil ding, identified ourselves as federal agents, and
conducted a search warrant.
Q Gay. Wat tinme of day was this?
A It was 8:00 in the norning.
Q Please describe the prenises of @uiding Light of God
Mnistries.
A. Several different offices containing business records -- a
typical office setting, desk, conputers, fax machines,
copiers, file cabinets.
Q Okay. Let nme direct your attention to a document

previ ously marked Nunmber 78. Do you have that there?

A, Yes, | do.

Q And do you recogni ze that?
A, Yes, | do.

Q Wat is it?

A

It's a sketch of the layout of the offices of CQuiding
Li ght of God Mnistries.
Q Wuld you call that a floor plan?

A It is a floor plan.
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Q Is that a fair and accurate representati on of what that
busi ness | ooked |i ke on that day?
A Yes, sir.

MR MLELLAN:. Governnent offers the docunent
previ ously marked Nunmber 78 into evidence, Your Honor.

MR. BARNES: No objection, Judge.

MR. WLSON: No objection, Your Honor

THE COURT: It's received.

BY MR MLELLAN:
Q Special Agent Lalli, please take a look at Exhibits 81-1
t hrough 81-5.
(Pause.)
A Ckay.
Q \Wat are those things?
A. These are photos of the inside of the business -- filing
cabi nets, conputers, various roons in the offices.
Q Are those photos fair and accurate representations of what
the offices | ooked like the day the warrant was executed?
A Yes, sir.

MR, McLELLAN: At this tine the governnent offers
docunents previously marked 81-1 through 81-5 into evidence,
Your Honor.

MR. BARNES: No objection, Judge.

MR. WLSON: No objection

THE COURT: Each is received.
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MR. MLELLAN: Pl ease publish 81-1
BY MR MLELLAN:
Q Special Agent Lalli, is that part of the filing system at
Qui di ng Light of God Mnistries?
A, Yes.
Q ay. Directing your attention to 81-2 --
MR, McLELLAN: Al so, please publish that.
BY MR MLELLAN:
Q -- what are those?
A. Those are client records kept in -- each client file had a
folder. They are all stacked up.
Q Oay. And taking a look at 81-3, what are those?
A. Those are conmputers -- or | guess they refer to them as
servers -- on the bottomthere.
Q And taking a | ook at 81-4, what are those?
More file cabinets.

And 81-5, what is depicted there?

> O >

There's sone boxes of records to the left there and then
the wiring for all the conputers and servers for the business.
Did there appear to be a filing systemat GQLGW

Each client had a client nunber and a file, a folder.

Did you seize anything at the prenises?

Yes.

Approxi nat el y how many boxes of records did you seize?

> o » O > O

Two hundred and fifty-nine.
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Q Besides paper records, did you seize anything else at the
execution of the warrant?
A. The conputers. W -- our conputer specialist copiedthe
hard drives. There was approximtely 25 conputers that were
copi ed.
Q Oay. Directing your attention to a docunent previously
mar ked Nunber 84 --
A Ckay.
Q ~-- flip through that. And can you identify that docunent?
A This is the return service of the search warrant affidavit
that has the inventory listing attached to it.
Q And what are the items -- generally speaking, what are
those itens listed in the -- in that inventory?
A. Cient files, financial records, and all the other
docunents taken fromthe business offices.

MR McLELLAN: At this tinme, Your Honor, the
government offers Nunber 84 into evidence.

MR. BARNES: No objection, Judge.

MR. WLSON: No objection, Your Honor

THE COURT: It's received.
BY MR MLELLAN:
Q Special Agent Lalli, did you exanine the client files that
were seized in the execution of this warrant?
A | did.

Q Didyouendup identifying client files anong the files
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seized for the three defendants in this case?
A Yes.
Q D d you also seize business records regarding the

operation of Quiding Light of God Mnistries?

A, Yes.

Q Directing your attention to a docunent marked Nunber 72 --
A Ckay.

Q ~-- what is that?

A. This is a nessage |og -- nmessage phone book, and it

appears to be Eddi e Kahn's nessage phone book.

Q ay. Taking a look at Nunmber 73 --

A Ckay.
Q -- what papers are in there?
A. This is a -- there's a flyer for one of Eddie Kahn's

seminars. There's a checklist for the sem nar, where the
semnar's going to be and the different costs associated with
attending the seninar, and a checklist of different itens
that -- the videos and books that they sell at the sem nar.
Q Oay. And Item Nunber 74, what is that?

A. Seventy-four is a file that is | abeled "Eddie's
expatriation docs."

Q Oay. And are there papers in there dealing with

Eddi e Kahn?

A Yes, sir.

Q ay. Taking a look at Nunmber 75, what is that?
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A. This lists -- these are job descriptions and duties of
American Rights Litigators.
Q ay. And Nunber 767
A. This is the Secretary of State records fromthe State of
Nevada for the office of Quiding Light of God Mnistries.
Q Taking a | ook next at Exhibit Nunber 77-1 -- and 2 and 3
ought to be sinilar -- what are those?
A. These are letters that were sent from Anerican Rights
Litigators to clients that were returned stating that they are
changi ng the name to Quiding Light of God Mnistries.
Q And just -- are you looking at 77-1?
A Yes, | am
Q Please take a look at 77-2 and 3, and nake sure they are
the sane thing.

(Pause.)
A, Yes, just different clients.
Q Oay. Directing your attention to docurments Number 79-1,
79-2, what's 79-17?
A Wll, at the top it's labeled "red sheet," and it's split
up in three colums. The left-hand columm is "IRS letters."
The middle colum cites "description,"” and the right-hand side
is "response."

Thi s appears to be what ARL woul d respond to when they
woul d receive an IRS letter.

Q ay. And 79-2, what is that?
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A. It appears to be the sane type of docunent, just has an
updat ed date.
Q kay. Please set 79-1 and 79-2 aside, and take a | ook at
Nunmber 80. What is that?
A. This is a steno book. It has "neeting mnutes" on the
front. And there's just notes regarding various neetings that
were held at ARL.

Q ay. And Nunmber 82 --

A Ckay.

Q ~-- what is that?

A This is -- it's titled "disclaimer for bills of exchange
and UCC- based papers sl ash processes.” It's --

Q Does it -- I'msorry?

A. It appears to be sonme type of information sheet that would
have gone out with the bill of exchange information.

Q And taking a | ook at Nunber 85, what is that docunent?
A. This is a letter fromEddie Kahn to the chief |egal
counsel of the Internal Revenue Service.

Q Does it also contain another piece of correspondence?

A. It's a response back fromthe Ofice of Chief Counsel to
Eddi e Kahn.

Q ay. And taking a |ook at Nunmber 86 --

A Ckay.
Q -- that purple folder, what -- what is the caption on that
fol der?
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A It says "758," and it says "Rosile," conma, "Douglas."
Q Is that the Douglas Rosile client file?

A, Yes.

Q ay. And does that contain Subparts 86-1 through 86-7?
A, Yes.

Q ay. Taking a look at Number 87, the next docunent --
A Ckay.

Q -- what's the caption on that file folder?

A. It has the nunber 2586. It has "Snipes," comma,

"Wesley T."

Q Oay. Is that the Wesley Snipes client file?

A Yes, sir.

Q And does that have subparts thereof nunbered in sequence
marked in there 87-1 through 87-42?

A Yes, sir.

Q Taking a |l ook at Nunmber 88, what is that?

A. This is aclient file for Margaret Maycon.

Q Oay. Wthin that are there a couple of subparts, 88-1

and 88-2?

A Yes. Yes.

Q Wat is 88-1, just generally?

A. This is a letter fromDoug Rosile to the IRS.
Q Is that 88-17?

A, Yes.

Q ay. And what's 88-2?
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A 88-2is aletter fromAnerican Rights Litigators to

clients that tal ks about the filing of amended clains citing

861.

Q ay. Taking a look at the next file, Nunmber 89 --
A Ckay.

Q -- what's the caption on there?

A. It says "Robert Conbs."

Q W do you know Robert Conbs to be?

A. Robert Conbs is a revenue agent out of the Mitland,

Florida, office.
Q What involvenent has he had with Eddi e Kahn?
A. Well, he's been trying to do an exani nati on on Eddie for
quite a long tine.
Now, does that file contain subparts 89-1, 89-2 and 89-3?
Yes.

kay. What's Item Nunber 917

Q
A
Q
A It's a binder that's |abeled "ARL trust."
Q ay. And does that have Subparts 91-1 through 91-5?

A, Yes.

Q Just generally, what is -- what is the subject matter of

t he docunments in that binder?

A. Anerican Rights Litigators' irrevocable trust agreenent.

Q Are those docunents pertaining to the foundi ng of Anerican

Ri ghts Litigators?

A Yes.
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Taking a | ook at Item Nunber 92 -- do you see that there?
Yes.
What is that?

This is a letter to M. Kahn, and it's on Affordable

Accounting and Tax Service |etterhead.

o >» O > O

And what do you know Affordable Accounting to be?

Dougl as Rosile ran Affordabl e Accounting and Tax Servi ce.
Taking a | ook at Nunmber 93, what is that docunent?

This is a client file for Edward W ki e.

kay. And taking a look at -- does that have Subparts

93-1, 2 and 3?

A, Yes.

Q kay. Taking a look at 93-2, what is that docunent?
A. This is a letter to M. WIkie from Dougl as Rosil e.
Q ay. Wiat's 93-3?

A. This is aletter to Ed WI ki e from Dougl as Rosil e.

Q ay. Turning to Number 94, what's the caption on that
file?

A. It says "Doug Rosile."

Q Does that have Subparts 94-1 through 94-5?

A Yes, sir.

Q Generally, what's the nature of the docunents in that
file?

A Well, there's a newspaper article regarding the

i njunction, a sumons fromthe I RS, an agreenent between
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Doug Rosile and ARL, sone client lists with sone dollar
amounts to them
Q ay. Thank you.

Turning to Item Nunber 95, what's the caption on that
file?
A. It says "anmended return."
Q Does it have Subparts 95-1 through 95-7?
A Yes, sir.
Q Are those docunents pertaining to paynents to Dougl as
Rosi | e?
A. They are.
Q Nunber 96, taking a look at that, what is that?
A. This is aclient file for Kenneth Bradley.
Q kay. Does that contain correspondence dealing with a
1996 anmended return?
Yes, it does.
Taking a | ook at Nunber 97 --
Ckay.

-- what's the caption on that file?

> O > O >

It says "deternmination list."

Q kay. Taking a look at 97-1, does that contain checks

fromMIlton Baxley to the IRS for various custoners?
(Pause.)

A, Yes. | just don't see the Exhibit 97-1 sheet.

(Pause.)
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Q Does that contain checks fromMIton Baxley to the IRS for
vari ous custoners?

A.  Yes, it does.

Q Do those include Wesley Snipes?
A, Yes, it does.
Q Taking a look at 97-2, what is that docunent?
A It's alist of clients with a colum "paid" and a "sent"
col um.
Q Oay. |Is there any indication as to the nature of the
list?
Well, let me ask you this: Wich file was it in?
A It's in the "determnation list" file.

Q Oay. Turning to 98-1, what is that docunent?
A. This is a letter to M. Baxley fromthe IRS, Director,
Area 16, SBSE Conpli ance.

Q Is it regarding M. Snipes?

A, Yes.

Q Wias it received at ARL?

A, Yes.

Q Taking a look at 99-1, what is that?

A. This is a Pitney-Bowes agreenent.

Q And who are the parties?

A. Eddie Kahn and Anerican Rights Litigators.

Q ay. And what's 99-2?

A. This is a Pitney-Bowes delivery service record for
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American Rights Litigators.
Al right. Turning to 100-1, what is that?
This is a fax to Eddie Kahn from Lori Davis.
And 100-2, what is that?
This is a fax to Eddie Kahn from Lori Davis.

Turning to 101, what is that?

> O » O > O

This is a Quiding Light of God Mnistries rem nder notice
for annual donation for Wesley Snipes.

Q How about 102; what is that?

A. On the folder it says Wes F-L dot info.

Q kay. Please take a ook at the contents. |Is that a
client file devoted to Wesl ey Snipes?

A Yes, it is.

Q Turning to 103, what is that docunent?

A It's a folder that has a tab that says "1.861" and then,
inred, it says "Ws."

Q Is that another client file devoted to Wsley Snipes?
A Yes, sir.

MR. McLELLAN: The governnent noves that the
following list of exhibits be received into evidence. | refer
to the exhibits in sequence, Your Honor, as they appear on the
government's exhibit |ist.

THE COURT: Al right.
MR. McLELLAN: There are certain exceptions,

Your Honor, where things have al ready been received into
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evi dence, and | necessarily have to, sort of, skip over those.

Il will note themas | -- as | nake my notion.

Nunbers 72 through 77-3.

| believe 78 has al ready been received.

79-1 through 80.

| believe 81 and the subparts thereof have already
been received.

Nunmber 82.

The governnent is not offering Nunmber 83.

| believe Nunber 84 has already been offered and
recei ved.

Nunbers 86 through 89-3.

MR MORRIS: Jeff, 85.

MR, McLELLAN: Begging the Court's indul gence?

(Pause.)

MR, McLELLAN: |1'msorry, Your Honor. The
government al so of fers Number 85.

| think | may have already said |'moffering 86
t hrough 89- 3.

The government offers Exhibit 87 and all its
subparts. However, | believe this is the Snipes -- Wsley
Sni pes' nain client file.

| believe, however, that on M. Snipes' notion, a
nunber of subparts of this file have al ready been received

into evidence. So ny notion would exclude those subparts
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al ready received, which include, |I believe, 87-2, 10, 11, 20,
21, 23, 27, 26 and 28. But the -- the other -- |I'mnoving for
the admi ssion of the other subparts of that file.

| believe 90-1 through 90-3 have al ready been
recei ved.

I nove for the adm ssion of 91 through 103, although
| believe that 98 subpart two is already in evidence.

That's ny notion, Your Honor.

THE COURT: Let's go back to the very beginni ng,
M. MLellan. You said 72 through 73-3; is that -- did | hear
that correctly?

MR, McLELLAN.  Yes, Your Honor

(Pause.)

MR, McLELLAN: I'msorry. | apologize. It's 72
through 77-3, Your Honor.

THE COURT: 77-3.

And then picking up with 79-1, | think you said --

MR MLELLAN: Yes, Your Honor

THE COURT: -- which is already in evidence, |
bel i eve.

Is there any objection to any of those exhibits,
counsel ?

MR. BARNES: Yes, Your Honor. | assume -- well,
both 902 and 803. | assune they are going to introduce these

records under 803 dash 6, but | haven't heard the foundation
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established for that for purposes, Your Honor.

And as to 902, | don't believe he's identified each
i ndi vidual exhibit he's | ooked at as coming fromthe search
warrant. | assume he's going to do that pursuant to the Bates
nunbers, but | haven't heard that testinony either at this
time.

O herwi se, Your Honor, as to separate exhibits'
specific objections, Exhibit 72, that has a ot of auxiliary
unrelated material and it --

THE COURT: Seventy-two is already in evidence, |
t hi nk.

MR BARNES: |If that's the case -- Exhibit 74, 402
and 403 grounds.

Exhibit 77-1 through 77-3, 402 and 403 grounds.

THE COURT: Well, I'minclined to overrule -- you
did say, Agent Lalli, that all of these exhibits that you've
just identified were seized upon the execution of the search
warrant you descri bed?

THE WTNESS: Yes, Your Honor

THE COURT: |'minclined to overrul e those
obj ections. They can be renewed subsequently in the formof a
notion to strike, perhaps, but at the nonent I'minclined to
overrul e those objections and receive in evidence those
exhibits just enunerated by M. MLellan. That would be 72

t hrough 77-3.
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79-1 is already in evidence.

80, 82.

84 is already in evidence.

85 --

MR. BARNES: Your Honor, briefly, on 85, | do have a
402 and 403 objection based on the tine of when that letter
was sent.

THE COURT: Well, what do you say to that,

M. MLellan, as to that exhibit?

MR. McLELLAN:  Your Honor, this is evidence of
notice to M. Kahn in the formof --

THE COURT: | understand, but what is its relevance
to the other defendants given its date?

MR McLELLAN: Well, Your Honor, its -- its
rel evance is only as to defendant Kahn.

THE COURT: Al right. You mght make a note,
nmenbers of the jury, that | will restrict consideration of
Governnent Exhibit 85 to the case of M. Kahn only, and it
shoul d not be considered in any way as you review t he evi dence
and consider the evidence as to M. Snipes and/or M. Rosile.

That neans that 86 through 89-3 -- wait a mnute.
Let ne understand that.

Starting with 86, which exhibits were offered,
again, M. MLellan? 86 through what?

MR, McLELLAN:  Your Honor, | said 86 through 89-3.
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However, contained within that is -- are a nunber of parts of

Exhi bit 87 that have already been received.

THE COURT: Well, | show 87-2 as in evidence -- it
nay be the only one -- and then 87, in all of its iterations,
some of which are in evidence already, will be received.

MR McLELLAN:  Your Honor, does that include the
exhibits from86 as well -- or does that include Exhibit 86 as
wel | 2

THE COURT: Yes.

MR. WLSON: Your Honor, | have an objection to 86.

THE COURT: What is your objection to 86,

M. WIson?

MR, WLSON:. Your Honor, the objection as to Exhibit
Nunber 86 is that within that file there is contained 404(b)
information, information that's outside the scope of this
conspiracy -- the alleged conspiracy.

THE COURT: |'Il reserve ruling on that one until
can exam ne the exhibit, then.

MR WLSON:. And with respect to 86-1, | have an
objection. That, |ikew se, is 404(b) evidence wi thout prior
notice and is outside the scope of the all eged conspiracy,
subsequent to the dates.

THE COURT: That's dated in March of 2002, according
to the exhibit list.

MR WLSON. That's correct, Your Honor. And while
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it hasn't been elicited yet, which is -- | attenpted to
address with the Court earlier the fact that M. Rosile |eft
this organi zation well before that.

THE COURT: Well --

MR. WLSON: The governnent has offered it for
notice. It didn't occur until after he left the organization,
so it couldn't be noticed. And it's, again, 404(b). | have
not received any notice whatsoever regarding their intention
to offer any of this 404(b) information.

THE COURT: Well, | think the objection assunes a
fact in issue. I'minclined to overrule that objection, and
"Il receive it in evidence, as | think |'ve already said,
down through Governnment Exhibit 103 of those that were
of fered.

MR, McLELLAN: That was the governnent's offer,
Your Honor.

THE COURT: Al right. They are received in
evi dence.

BY MR MLELLAN:

Q Special Agent Lalli, do you have Nunbers 104 and 105 in
front of you?

A, Yes.

Q What is Nunber 104?

A. This is a handwiting exenplar for Douglas Rosile.

Q

What's the date on that document?
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February 8th of 2006.
Were you present when M. Rosile provided that exenplar?
Yes, sir.
What is Nunmber 1057
It's a handwriting exenplar for Wsley Snipes.
And the date of that one?
June 6th of 2006.

Were you present when that exenplar was given?

> o >» 0 » O > O >

Yes, sir.
MR. McLELLAN: The governnent offers Numbers 104 and

105 to be received into evidence, Your Honor.

MR, BARNES: As to 105, Your Honor, we just maintain
our objection frompretrial notions.

THE COURT: Al right.

MR, WLSON: No objection to 104, Your Honor.

THE COURT: Then I'Il adopt the rulings previously
nmade in that respect and receive in evidence Governnent
Exhi bits 104 and 105.
BY MR MLELLAN:
Q Special Agent Lalli, | direct your attention to -- back to
Government's Exhi bit Nunber 73.
MR. McLELLAN: Can you publish that, please?
(Pause.)
MR. McLELLAN: Begging the Court's indul gence?

(Pause.)
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BY MR MLELLAN:

Q \Wat's the caption on that file?

A. It says "Ronmulus, Mchigan, semnar."

Q ay. Wat's the date?

A 6-22 of 2002.

Q kay. Taking a look at the first piece of paper in
there --

MR. McLELLAN: For publishing purposes, naybe we
coul d nove on to the next piece of paper.
BY MR MLELLAN:
Q ay. Focusing on the top of the docunent, what's the
caption say?
A. It says "Eddi e Kahn tax sem nar."
Q And what does it say beneath that?
A. "Do you fear the IRS? |If you fear a public servant, then
he is not your servant but rather your master."
Q And in the niddle of the page, it says "attend this
sem nar and learn." Could you please read what it says under
"attend this seminar and [earn"?
A. "How to verify bureaucrat has the authority over you that
he clains to have prior to submitting to you his denmands. How
to put all bureaucrats and politicians back in their proper
role as public servants. Difference between a right and a
privilege and why not knowing the difference literally puts

you in bondage. About real-life exanples of defeating

F012208 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

125
bureaucrats who exceeded their authority. The actual
docunents that were used will be given to you at the semninar.
About status. Not knowi ng your proper status can be
detrinental to your liberty. You will receive docunents that
prove the IRS is not an agency of the United States
governnment. Proven techniques for successfully dealing with
the IRS. How to confidently go on the offensive and win.

Know edge" --

Q Please continue.

A.  "Know edge is power. If you're ready to discover the
truth about inconme taxes and how to take control of your
relationship with the IRS, attend this senminar. Copy and
distribute this flyer. Tell your friends about this event.
Save $10 by pre registering.”

Q ay. And at the bottom of the page, | think there's sone
i nformati on gi ven about Eddi e Kahn. Could you pl ease read

t hat ?

A. "Presenting Eddi e Kahn. Eddi e Kahn, internationally known
as an author and lecturer, has researched tax systens for over
20 years. A much sought after speaker, M. Kahn travels
extensively to conduct seninars based on his howto book, no
enforcenent statutes slash IRS regul ations applicable for

i ndi vidual inconme tax. H's sem nars and educational materials
have shown t housands how to understand our tax system and how

to take a proactive and successful stance with the IRS.
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"M . Kahn is the founder of American Rights Litigators,

ARL, founded in 1996 and located in Munt Plynouth, Florida.

ARL is a professional organization that utilizes aggressive
CPAs and attorneys dedicated to legally representing and
protecting the rights of American citizens.

"Note: Eddie Kahn's educational materials will be
avai l abl e for purchase at this event."

Q ay. Turning to Governnent's Exhibit Nunmber 74 --

okay -- what's the caption on that file?

A. It says "Eddie's expatriation docs."

Q Are there Post-It notes on the front of that docunent?
A, Yes.

Q And what do those say?

A. It says, "Send to Departnent of Justice, Florida, SOCS,

Chief ACS, Atlanta. Mke sure these are in EK's file to" -
don't know what --

Q Ckay.

A. Tanya, naybe.

Q ay. Taking a look at the first page, you should see
somet hi ng that says "declaration of non-juristic status."
A, Yes.

Q And who does that seemto be from taking a |ook at the
bottom of it?

A.  Eddi e Kahn.

Q And who is it addressed to?
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A. Charles Rossotti
Q And please read the first coupl e of paragraphs of that
letter.
A.  "Conmi ssioner Rossotti: Please find enclosed a copy of ny
notice to your superiors, Secretary of the Treasury Paul H
O Neill. This notice served upon you is to be nmade a
permanent part of the IRS slash TDA slash AIMS sl ash | M-
record in the adm nistrative of the IRS files for account
nunber 454-68- 8645.

"Pl ease be advised that | amno | onger a Fourteenth
Amendnent citizen of the corporate United States,” in paren
"United States citizen," close paren

"Concurred with by the President of the United States, |
amsolely a citizen of the Texas Republic and, therefore,
claimnmy sovereignty. Hence, | amno longer a juristic person
under your principal, the international banking systemcalled
t he Federal Reserve.”

Q Okay. Skipping over the next paragraph but reading the
following one that starts out with "please send," pl ease read
t hat .

A. "Please send all nonies | have sent to the Federa
Reserve, federal taxation, and Social Security regarding the
above account nunber to ne care of the bel ow address.

"Pl ease be advised that henceforth any, all nonies

tendered to nme in lieu of the noney of account are received
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wi t hout prejudice,"” paren, "Uniform Comercial Code Section
1-207," cl ose paren
"Be further advised that | am governed solely by the

n

comon | aw," paren, "UCC Section 1-103 colon six," coma, "and
its filial relations in the state statutes. This docunent
shal |l establish a debt owed to nme by you and your principal."
Q Please read the next paragraph

A.  "Moreover, as you well know, the IRS, its principal, the
Federal Reserve, and the principal's army, the bar, British
Accreditation Regency Association, have conspired to overthrow
the Anerican governnent of W, the Peopl e.

"Thus, | have unearthed the vested interest of the bar
associ ation and its puppet governnent as to prosecute and
support the status quo regardi ng i ncone taxation. Thus,
evi dence of treason, deception, crinnality, fraud and
col lusi on has been found.

Q Oay. And there's -- | think the page followi ng should be

a letter dated August the 28th, 2002 --

A Ckay.

Q -- to the Secretary of State in Austin, Texas.

A, Yes.

Q Special Agent Lalli, who is the sender of that letter to

the Secretary of State?
A. Eddi e Kahn.

Q And what's the date on it?

F012208 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A. It's dated August 28th of 2002.

Q kay. Please read the first three paragraphs.

A. "Dear Secretary Shea. | amwiting as a soverei gn Texas
State citizen for the purpose of seeing if you are able and
willing to issue a letter of Texas citizenship with the

of ficial seal of Texas and your sighature contained in the
docunent .

"Havi ng checked with the Secretary of State of the
United States regarding the wording on the passport issued by
that departnent, | have found that the citizen slash nationa
nentioned therein is for purposes of denoting a Fourteenth
Amendnent citizen pursuant to a recent letter received by ne.

"I amnot a Fourteenth Anendnent citizen pursuant to
several decisions of the United States Suprenme Court because |
am not a person of color, nor have |I volunteered into such
status.”

Q ay. Taking a look at Government's Exhibit Nunber 75,
this general information docunent for Anerican Rights
Litigators -- do you have that?

A, Yes.

Q kay. What address is given for American Rights
Litigators?

A. 25525 State Road 46, Suite 2, Munt Plynouth, Florida,
32776.

Q Oay. Flip forward, please, to -- there's a genera
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nmanager job description contained in there.

A Ckay.

Q There should be a big cover page, and then the follow ng

page shoul d have the description

A, Yes.

Q ay. Please read the duties of the general manager of

American Rights Litigators.

A. "General duties. One. Overseeing all facets of ARL.
"Two. Overseeing directly the research departnent.
"Three. COverseeing and approving the accounts receivabl e

and accounts payabl e.

"Four. General counsel for ARL staff-related materials
and activities.

"Five. Review and approve of all letter revisions.

"Six. Approve all |eaves of absence.

"Seven. Approval of contract terninations.

And "eight, communi cate in person, tel ephone or by letter
with clients and IRS."

Taking a | ook at Exhibit 76 --

Ckay.

-- what is this?

Certificate of existence with status in good standing.

o > O > O

kay. \Where does it -- who issued -- who issued this
certificate?

A. Secretary -- the Secretary of State in the State of
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Nevada
Q Let's take a | ook at the second paragraph on the front
page. What -- please read that one.
A. "l further certify that the records of the Nevada
Secretary of State, at the date of this certificate, evidence
the office of the presiding overseer of the Guiding Light of
God M nistries and successors, a corporation sole, as a
corporation sole duly organi zed under the | aws of Nevada and
exi sting under and by virtue of the laws of the State of
Nevada since May 27, 2003, and is in good standing in this
state.”
Q Oay. | think a page in you'll see sonething called an
asseveration of truth, comm, vow of poverty.
A Yes, sir.
Q W appears to have signed that docunent?
A. Eddi e Ray.
Q And what appears to be that mark next to where it says
"Eddi e Ray"?
A. | believe that's his thunbprint.
Q Oay. And taking a look at that signature, in what
capacity has Eddie Ray signed this docunent as to his
si ghature?
A.  Overseer for Christ.
Q ay. Please read the first paragraph of this docunent.

A. "l, Eddie Ray Kahn, do hereby, this 3rd day of April, in
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the year of our Lord, 2003, affirmthat |, Eddie Ray Kahn, in
this day taking this vow of poverty.

"Further as of this date, |, Eddie Ray Kahn, am accepting
the post of overseer of the Quiding Light of God Mnistries in
the service of ny creator

"I, Eddie Ray Kahn, do this day bequeath and gift al
right, title, interest and/or claimto all property, real or
personal, to this Washington State corporation sole, Guiding
Li ght of God Mnistries.

"As of this date |, Eddie Ray Kahn, am no |onger involving
the (sic) nyself in conmrerce in the person of Eddi e Ray Kahn
and/or in my individual capacity."

Q And what does the next paragraph say, please?

A. "@uiding Light of God Mnistries henceforth is providing
ny daily needs. |, Eddie Ray Kahn, ama steward over the
property held in Quiding Light of God Mnistries to the glory
and honor of ny creator. The property is a product of His
gui dance. The property cones directly fromny creator and

shall enure to ny successor in office."

Q Wat is the -- what -- please read the second-to-I ast
par agr aph.
A. "Prosperity may be considered a noble goal for those who

strive for it. However, the poverty |, Eddie Ray Kahn, choose
will better groomnmny soul to accept God's direction as a

bl ueprint for how |, Eddie Ray Kahn, nmust live to be able to
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serve himbetter. This vow supersedes any previ ous vows or
decl arations.”

Q ay. The next page in the docunent should be a notice of
appoi ntnent. Do you see that there?

A, Yes.

Q kay. Taking a look at the bottomof it, who -- who
signhed there as overseer?

Eddi e Ray Kahn.

What appears next to that signature?

Hi s t hunbprint.

And can you nmake out the witness nanes?

St even Hunter and Danny True.

kay. Do you know those nanes?

Yes.

Who are those peopl e?

> o >» 0 » O > O >

They work for Eddie Ray and Anmerican Rights Litigators and
Gui ding Light of God Mnistries in the research departnent.

Q kay. Please read the first paragraph of that notice of
appoi nt nent .

A.  "Wereas the undersigned bei ng nenbers of the body of
Jesus Christ through their belief and confession of himfor
the forgiveness of their sins before the Father, believing and
practicing that wherever two or nore gathered in his name
there he is in the mdst of them according to Matthew 18:20."

Q ay. Please read the |ast paragraph.
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A, "Let it be known to all that the undersigned as priests of
Jesus Christ do acknow edge t he appoi ntnment by God of
Eddi e Ray Kahn as a priest and hereby appoint him
nunc pro tunc as the overseer of Quiding Light of Cod
M nistries and successors a corporation sole established
May 12, 2003."
Q ay. Directing your attention to Governnment's Exhi bit
Nunber 77-1 -- and I'll be talking about 2 and 3 as well so
you m ght want to grab those.

Do you see an envel ope there of 77-1?
A, Yes.
Q kay. Let's take a look at that envel ope. Wat's the
| etterhead on that envel ope?
A. It says "Anmerican Rights Litigators."
Q ay. And to whomis that addressed?
A, WIIiam Meshlin.
Q Oay. And taking a look at the front of the envel ope,
there's -- there's a caption in the |lower right-hand corner.
Where does that caption appear to have cone fronf
| guess it's a mark. Wat does it say?
It says "return to sender."
What el se does it say?
"Box cl osed, unable to forward, return to sender.”

Is this mail that was returned to ARL?

> ©o >» O >

Yes.
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Q kay. Taking a look at the contents of this one, there --
there shoul d be an orange page on the first page of the
mailing. It starts out at the top "Dear Patron."
A, Yes.
Q ay. Please read the beginning of that.
A. "Dear Patrons: Please direct further inquiries to Ofice
of the Presiding Overseer of the @uiding Light of God
Mnistries, GLGM and successors, a corporation sole. Miling
address: Post O fice Box 1365, Munt Dora, Florida, 32756."
Q Thank you.
And on the second page there's a letter that was encl osed.
Do you see that caption or that -- | guess it's -- the
salutation is "Dear ARL Menbers."
A, Yes.
Q kay. Please read that letter up to the point where it
says "special notice."
A "l amwiting to let you know that there are sone changes
that are taking place in our office at this tinme. Because we
have al ways been a Christian organi zation, we are very happy
and excited about these changes. W feel that God is guiding
us in this direction, and we are sinply follow ng his | ead.
"As nost of you know, Anmerican Rights Litigators, ARL, has
never been run as a business because it has never been a
business. It was set up as a ministry to hel p peopl e that

felt they were being harassed by the IRS or they felt
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i nconpetent to respond to I RS denand | etters.

"For seven years ARL nenbers have had a | awyer and a CPA
that would take their power of attorney, PQOA, and correspond
with the IRS on their behalf to try and resolve any |IRS
probl em However, we have always wanted an official religious
vehicle to operate under.

"As a result of that desire, Eddie has set up a
corporation sole which is a religious office that will support
the ministry. Al the beneficial shares, as well as all of
the assets of ARL, have been gifted to the ninistry, as well
as those of Eddi e Kahn and Associates, LLC. Those two
entities are currently bei ng phased out.

"The official nane of the mnistry is Ofice of the
Presi ding Overseer of the Guiding Light of God Mnistries and
successors, a corporation sole. A nouthful, isn't it?

"GLGM has its own address and phone nunbers, which are on
the attached flyer. Eddie Ray Kahn is the presiding overseer
of the corporation sole. Al of the staff at ARL have agreed
to work with GLGM Al current nenberships will be honored,
and the services will be essentially the sane.

"The changeover will take place on Friday, the 22nd of
August. That day there will be a small nunber of workers at
ARL to take care of energencies. Everyone else will be at the
GGV of fice getting prepared for the official opening date of

Monday, August 25.
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"Pl ease help us out by not calling the ARL office on
Friday unless it is something that just will not wait until
Monday. However, if it is an urgent matter, by all neans,
call the office.

"Changes. One. Because GLGMis a nministry, it will not
charge for services rendered. There will be a requested
donation for services rendered as well as an annual donation
request. The funds requested will be the sane as what you are
now payi ng.

"Reason. W have costs that are fixed that nust be
provided for if we are to continue to help the people who cone
to us. |If the requested donations cone in, we will be able to
provi de those services.

"Two. Al checks will be made out to Guiding Light of God
Mnistries or Eddi e Kahn, overseer.

"Three. Another service. G.GMw || assist individuals
who want to set up their own ministries by providing themwth
the appropriate paperwork in support. It will also assist
Christian churches who have incorporated under | RS Code
501(c)(3) to change that status to that of a true church
status with the appropriate paperwork and support.”

Q ay. And what does the last line of the letter above
the -- where it says "thank you" say?
A. "Acopy of this letter, the attached flyer, and all

succeedi ng updates will be posted on the Eddi e Kahn dot com
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website. "
Q And who's the sender here under "thank you"?
A It says "ARL staff."
Q ay. Taking a look at Government's Exhibit Number 77-2,
is that another envel ope that got sent back by the Post Ofice
to ARL?
A, Yes.
Q Oay. And does it contain within it the same mailing as
we were just |ooking at?
A, Yes.
Q ay. Taking a look at Government's Exhibit Number 77-3,
is that al so an envel ope that's been returned to sender at
ARL?
A Yes, it is.
Q Oay. And does it also contain this "Dear ARL Menbers"
letter?
A, Yes.
Q kay. Now, taking a | ook at Governnent's Exhibit Nunber
79-1 -- do you have that? -- what is the caption and the date
on that docunent?
A.  "Red sheet, 12-1-2003."
Q ay. And what are the headers indicating what's in each
of these three colums?
A. The left colum says -- header says "IRS letters." The

nmddle is "description," and to the right is "response."
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Q Oay. And just for exanple purposes, let's take a | ook at
the ones listed under "IRS letters" beginning "inquiries."
What are the ones listed in that section?

A.  CP515, CP1615, CP2501, CP518, letter 2050, letter 2566,
CP515.

Q kay. Let nme ask you, do you recognize any of these types

of letters?

A. | mean, | would have to see the letter to know what they
are. | know that the IRS sends out letters that have these CP
notices on them | couldn't -- 1'd have to see the letter

Q Taking a look at the description, what's -- what's the
description there for CP515?

It says "request for 1040 or filing 1040."

kay. What's the description given for the CP2501 series?
"Request for 1040 only."

Okay. And what about the description for letter 20507

"Request for tax return and/or noney."

o >» O > O »

kay. Now, taking a | ook at the "response" colum, does
this list a type of response for each one of these IRS
letters?
A, Yes.
Q How nany pages is this red sheet?

(Pause.)
A. It looks |ikes eight pages.

Q So there's eight single-spaced pages listing IRS letters
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and ARL responses?
A Yes.
Q Oay. If you flip forward in that docunent, you shoul d
get to a list of letters with colums marked "Eddie," "David,"
| believe "Allan" and "Carrie" -- Do you see that there? --
handwitten, | think.
A, Yes.
Q Oay. Wat is the first -- what's contained in the first
colum on the left-hand side of that table, or what are the
things that are listed there?
A. It looks like a date and a tinme and a response.
Q So are these various ARL responses?
A. It appears to be.
Q Oay. And what's the caption on the first colum after
that, handwitten?
A It says "Eddie."

Q ay. Wiat does it say there on the diagonal above

" Eddi e" ?

A It says "approved."

Q ay. And what's the next colum? Wat's the name there?
A "David."

Q And what does his diagonal say?

A. "Installed in nmaster file."

Q ay. Wiat does the next one say?

A It looks likes "Allan."
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What is his diagonal designation?
"First client letter check.”
And what's the | ast nane there?
"Carrie."”

And what does it say on the diagonal ?

> O » O > O

"Letter ready for use."

Q ay. Taking a |look down there bel ow where it says
"Eddi e" and "approved," do there appear check nmarks next to
certain of these letters?

A, Yes.

Q Directing your attention to Governnent's Exhibit

previ ously marked Nunmber 82 --

A Ckay.
Q ~-- what is that docunent?
A It's styled "disclainer for bills of exchange and

UCC- based paper processes.”

Q Please read the first two paragraphs.

A. "@uiding Light of God Mnistries, GLGVM is a Christian
nmnistry and organi zati on established to assist nmen and wonen
in their pursuit of truth and freedomas Anericans. The truth
shall set you free, Jn. 8:32. Jesus Christ said and it is our
intention to bring into light the truth regardi ng our

relati onship to governnment, nore specifically regarding tax
matters.

"W believe that every Anerican should pay all |aw ul
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taxes that are due. Romans 13:6-9 states, For because of this
you al ways pay taxes, for rulers are servants of God, devoting
thenselves to this very thing. Render to all what is due
them tax to whomtax is due, customto whomcustom fear to
whom f ear, honor to whom honor."
Q kay. Please read the third paragraph fromthe bottom of
thi s docunent.
A.  "Assisting our patrons with the preparation of UCC
filings, bills of exchange, and other papers nay not always be
appreci ated by those in governnment agencies or government
instrunentalities due to | ack of understandi ng or otherw se.
"Though we do not advocate or prepare docunentation that
is unlawful, use of bills of exchange nay result in a phone
call or visit fromIRS and/or Treasury personnel alleging that
the bills of exchange are fraudul ent instrunents even though
current bills of exchange specifically state on them'void
where prohibited by law.' Several patrons have experienced
this recently."
Q And what does the |ast paragraph say?
A.  "Though the use of bills of exchange and ot her comerci al
processes have | awful foundation, our patrons who use such
papers assune the risk of having to speak to the use of such
papers. It is your responsibility to pursue understandi ng as
nuch as possi ble the character, content and purpose of the

papers with which we assist and/or prepare for you. Your use
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of such papers is at your own risk. W cannot and wll not
assume risk that may arise fromuse of various UCC papers and
processes."
Q Directing your attention to Governnent's Exhibit Nunber
85, what is that docunent?
A. This is a letter fromEddi e Kahn to Kenneth G deon, Chief
Legal Counsel for Internal Revenue Servi ce.
Q Wiat's the date on that letter?
A.  Septenber 27th of 1982.

Q And where inthe IRSis this office |ocated, according to

A.  Washington, D.C
Q -- address given here?
And what is M. Kahn's inquiry here? Please read the
letter.
MR. BARNES: Your Honor, we would just request the
105 instruction now be given to the jury.
THE COURT: Wsat do you say to that, M. MLellan?
MR. McLELLAN: No objection, Your Honor.
THE COURT: I'Il instruct the jury that this exhibit
al so shoul d be considered only with respect to your
consi deration of the case of M. Kahn and not the other --
ei ther of the other two defendants.
BY MR MLELLAN:

Q Pl ease proceed.
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A. "Dear Sir: | have sonme questions concerning the 1040 tax
formthat | would like for you to answer.
"Nunmber one. Wiat is the definition of incone?
"Nunber two. |s conpensation, wages, salaries,

commi ssions, et cetera, incone, or is conpensation a source of

i ncone?
"Nunber three. |s the source of incone taxed as incone?
"Nunmber four. Can | fill out a 1040 tax form w t hout

giving up any of ny constitutional rights?
"Answers to these questions as soon as possible would be
appreci ated. Sincerely, Eddie Kahn."

Q ay. Flipping forward, do you see a response fromthe

O fice of Chief Counsel, Internal Revenue Service, Wshington,
D.C~?
A Yes, sir.

Q Let ne ask you this: W -- or what is the Ofice of
Chi ef Counsel ? Who works there?

It's attorneys for the IRS.

And to whomis this addressed?

To M. Kahn.

And what's the date on it?

Cct ober 15th of 1982.

Pl ease read the letter.

> o >» O » O >

"Dear M. Kahn: This letter is in response to your letter

dated Septenber 27, 1982, addressed to Kenneth G deon, Chief
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Counsel of the Internal Revenue Service. |t has been referred
to this office for reply.

"Your letter asks four questions. They were: What is the
definition of incone? Two. |s conpensation, wages, salaries,
commi ssions, et cetera, incone, or is conpensation a source of
income? Three. |Is the source of inconme taxed as incone?
Four. Can | fill out a 1040 tax formwi thout giving up any of
ny constitutional rights?

"I'n reference to your first question, Section 61 of the
Internal Revenue Code of 1954 provides a definition of gross
incone. It is incone fromwhatever source derived. A listing
of itens includable in income under Section 61 indicates that
items such as conpensation for services, including fees,
conmi ssions, and simlar itens, are inconme. See Conm ssioner
versus Duerstein, 363 U S. 278, 1960.

"Your second question has been answered by the Suprene
Court in Conmm ssioner versus d enshaw d ass Conpany, 348
United States 426, 1955. The Court referred to Section 22(a)
of the Internal Revenue Code of 1939. This section was one of
the forerunners of Section 61. It explained that gross incone
i ncludes gains, profits, and inconme derived from sal ari es,
wages or conpensation for personal service of whatever kind
and whatever form paid or from professions, vocations, trades,
busi nesses, conmerce or sales or dealings in property, whether

real or personal, growi ng out of ownership or use of or

145

F012208 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

interest in such property; also frominterest, rent,

di vi dends, securities or the transaction of any business
carried on for gain or profit, or gains or profits, and incone
derived from any source whatever. d enshaw at 429."

Q Let ne stop you there, Special Agent Lalli. Taking a |ook
at the paragraph that starts out "one does not give up" -- do
you see that?

A, Yes.

Q Please read that one.

A.  "One does not give up any constitutional rights by filling
out an individual income tax return Form 1040. See

United States versus Porth, 426 F.2d 519, Tenth Gircuit,

1970."

Q And beneath that is there another sentence of text for the
next paragraph?

A, "If you wish to read the cases cited above, they can be
found in a law library near you."

Q ay. And taking a look at the next page, who signed that
letter?

A.  Arnold Kaufman, Assistant Director, Tax Litigation

Di vi si on.

Q Directing your attention to Governnent's Exhibit Nunber 86
and the subparts of that, just generally, what is that file?
A. This is Douglas Rosile's client file.

Q And what was his client nunber?
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A.  Seven fifty-eight.
Q And what's contained at Governnent's Exhi bit Nunber 86-1
within this file?
A.  This conplaint for pernmanent injunction and other relief.

MR, WLSON: bjection, relevance, Your Honor. This
is the same objection |'ve interposed previously. |'mjust
restating it for the record. |'mobjecting to the rel evance
as far as the tineliness of this docunent.

THE COURT: The record will so reflect, M. WIson,
and 1'Il make the sane ruling.

W're at the mdpoint of the norning -- of the
afternoon, rather, nmenbers of the jury, and I had agreed to
take a break about this tine in order to pernmt one of the
| awyers to acconplish a task out of the building that's going
to take a few nminutes, | understand. And so we'll pause now
for our afternoon break, and you may retire to the jury room
at this time for that purpose.

(A recess was taken.)

(Jury present.)

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

Al right, M. MLellan, you may conti nue.

MR. McLELLAN:  Thank you, Your Honor
BY MR MLELLAN:

Q Special Agent Lalli, | believe we were | ooking at
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Governnent's Exhibit 86-1, the conplaint for pernmanent
i njunction and other relief.

MR, McLELLAN: May it please the Court, could the
lights be dimmed for projection purposes?

THE DEPUTY CLERK: He went back to do it.

MR. McLELLAN: Thank you
BY MR MLELLAN:
Speci al Agent Lalli, where was this docunent filed?
Mddle District of Florida.
And can you tell by the date stanp the date of it?

It looks |ike March 14th of 2002.

o r» O » O

kay. And who are the parties, the plaintiff and the

def endant here?

A United States of Anerica, plaintiff, versus Douglas P.
Rosi |l e, Senior, defendant.

Q And what's the first paragraph under -- I'msorry. Please
read the caption, and then the parent heses underneath that
caption for the docunent.

A "Conplaint for Pernmanent |njunction and O her Relief,
Injunctive Relief Requested."

Q ay. And what does the paragraph beneath that say?

A "Plaintiff, United States of Anerica, for its conpl aint
agai nst Douglas P. Rosile, Senior, Rosile, states as follows."
Q ay. And then skipping to Paragraph 2 beneath -- in the

section "Jurisdiction and Venue," please read the part that
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says: "This conplaint."”
A "This conplaint is brought by the United States of Anerica
pursuant to | RC Section 7402(a), 7470 and a 7478 to restrain
and enjoin the Defendant from (a), Further acting as a
Federal incone tax return preparer; (b) Understating
taxpayers' liability as prohibited by | RC Section 6694; (c),
Engaging in activity subject to penalty under |RC Section
6700, including organizing or selling a plan or arrangenent,
and, in connection with that activity, making a statenent
regardi ng the excludability of income that he knows or has
reason to know is false or fraudulent as to any materi al
matter."”
Q Thank you. Now --

THE COURT: Well, wait just a mnute, M. MkLellan,
if you will, please. Let nme |ook at sonething here.

Conme to side-bar a mnute, counsel

AT Sl DE- BAR:

THE COURT: An objection has been nade by M. WIson
to this exhibit. What's the exhibit nunber?

MR. McLELLAN: It's 86-1, Your Honor

THE COURT: On grounds of relevance, with the
obj ection being centered on the date of these proceedings,
which is subsequent to the alleged comm ssion of the offense
charged in Count Two, and does not seemto be on a subject

that | can see of any overt act alleged in the indictnent.
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What is the rel evance of this proceedi ng agai nst
M. Rosile in 2002, M. MLellan?

MR McLELLAN: Well, this, Your Honor, is contained
in the Douglas Rosile client file naintained at Anerican
Rights Litigators. Therefore, it is a notice to the operators
of American Rights Litigators, specifically Eddi e Kahn, that
the governnment has taken exception to this theory of
non-filing of income tax returns, and that that is, therefore,
i mproper under the | aw.

So we have notice to M. Rosile, Your Honor, and
al so notice to Eddie Kahn in this connection.

THE COURT: Yeah, but what --

MR. McLELLAN:  Your Honor, there is years of
non-filing that we have alleged -- I'msorry -- years of the
conspiracy cover years of non-filing of incone tax returns.

This is a refutation of the theory that underpins
the non-filing of these incone tax returns, and it is notice
to M. Rosile and M. Kahn that that theory is invalid.

MR, WLSON: Judge, with all due respect, that is
i ncorrect.

THE COURT: Well, howis it incorrect, M. WIson?

MR WLSON: It is incorrect, Your Honor, because
M. Rosile left Anerican Rights Litigators in Decenber of
2001, or Novenber. The injunctive relief sought by this

conpl aint occurred well after he left Anerican Rights
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Litigators. How that got into his client file, we don't know.

THE COURT: The problemwith that, M. WIlson, is
that sinply not taking part is not a wthdrawal.

MR. BARNES: W have one addition, Your Honor. The
injunction action is related to the filing of fal se clains.
There was no filing of false claimafter that date.

Second, it does not relate to the non-filing of
returns. The injunction action, the entire action is about
preventing M. Rosile fromfiling anynore 1040X's. No 1040X s
were filed after that date, Your Honor, so that it wouldn't be
notice for that particular purpose.

We woul d be nmaking a separate 105 request,
ot herwi se, Your Honor.

MR. McLELLAN:  Your Honor, by its ternms, the 861
theory indicates that one necessarily has no incone on an
ongoi ng basis under that theory, and, therefore, one would
have no obligation to file income tax returns.

The filing of returns under those who practice the
861 position is sinply to obtain refunds of taxes previously
paid. The position inplies that one need not file income tax
returns on an ongoing basis. It is a rationale for that.

THE COURT: The problemis non-filing of returns as
di stingui shed fromthe making of the false clainms is --

MR, McLELLAN: May | al so add sonet hing, Your Honor?

The client file, which we are about to present, contains al
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manner of correspondence from Anerican Rights Litigators to
the Internal Revenue Service on behal f of Defendant Sni pes
defying the efforts of the Internal Revenue Service to get
income tax returns for the 1999 and 2000 incone tax returns.

THE COURT: But that's a totally different subject,
| think, than the one that we are tal king about at the nonent,
M. MLellan.

Let ne suggest that you | eave this exhibit and go on
to sone ot her exam nation of the witness so that the jury
isn't kept waiting and we can discuss this later in the day or
at some other tine.

I N OPEN COURT:

THE COURT: Go ahead, M. MLellan.

MR, McLELLAN.  Yes, Your Honor
BY MR MLELLAN:

Q Special Agent Lalli, leaving that |ast exhibit and turning
to Governnent's Exhibit 86-3, do you have that before you?

A Yes.

Q Wat is that docunent?

A This is a summons in the matter of Douglas P. Rosile,

Seni or.

Q And to whomis it addressed?

A It is addressed to Douglas P. Rosile.

Q And what's a summons?

A A sumons is, as discussed before, a docunent to exam ne
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records, papers, in-person testinony.
Q And this says: "You are hereby summnsed." Could you
just read the rest of that |ine, please.
A "You are hereby sunmpnsed and required to appear before
Kat hl een Arth or her designee, an officer of the Internal
Revenue Service, to give testinony and to bring with you and
to produce for exam nation the follow ng books, records and
papers and other data relating to the tax liability or the
collection of the tax liability, or for the purpose of
inquiring into any offense connected with the adm nistration
or enforcenment of the Internal Revenue | aws concerning the
person identified above for the period shown."
Q Oay. And what's contained in the blank space beneath
t hat ?
A It says see "Exhibit A"
Q Oay. Flipping forward to the Exhibit A that's at Bates
120- 00463, please read the first paragraph of Exhibit A
A "All nmanuals, operation handbooks, prospectuses, offering
docunents or other docunments witten by you or provided by
you, as an individual or acting on behalf of any other group,
which were offered to any investors, clients or purchasers,
and whi ch describe the plan, operations, theories and/or
evi dence supporting your use and advocacy of the inconme tax
| aws under, but not limted to, IRC Section 861, claining that

wages are tax exenpt and not gross incone, hereafter referred
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to as the IRC 861 position. This shall include all such itens
provi ded by you to any enpl oyees, agents, staff or clients
that either work with you, for you or on your behalf."
Q Oay. Directing your attention to the first page of the
sumons, is there a stanp on the back of that page?

That woul d be at SW 120-00455. It ought to be right on
the back of the first page of Governnment's Exhibit 86-3.

MR, McLELLAN: | will withdraw that questi on.

BY MR MLELLAN:
Q Taking a look at the signature at the bottom of the first
page of the summons, do you see that there?
Yes.
Who appears to have signed as the Internal Revenue agent?
Kat hl een Arth.
Who do you know Kathleen Arth to be?
A revenue agent out of the Sarasota, Florida office.
kay. And what is the date on this sumons?

It | ooks |ike Septenber 17th, 2001.

o » O r»r O r O r

Okay. Directing your attention to Governnment's Exhibit
86-4, now, what is that document?

A This is aletter fromMIlton H Baxley, Il, to the

I nternal Revenue Service, district director.

Q And what's the date on that?

A  Septenber 19th, 2001.

Q And please read the caption.

154
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A "Inplied Legal Notice of Msapplication of Title 26 USC
7602, Violation of Title 18 Section 287, Signing of False
Docunents, Violation of Title 18 Section 1341 mail fraud,
Violation of Title 18, Section 499."
BY THE COURT:
Q And what's the subject of this letter?
A It's a 2039 summons.
Q ay. And taking a |ook above the subject, who is this in
regard to?
A Regard to Douglas P. Rosile.
Q Please read the first and second paragraphs.
A "Dear District Director: | have power-of-attorney, POA
to resolve all Federal tax matters for Douglas P. Rosile.
This letter will serve as inplied |legal notice to Revenue
Agent Kathleen Arth, Sarasota, and the district director and
acting group manager, Mary Resser, that the sunmons served
agai nst Douglas P. Rosile herein after 'dient' is
unaut hori zed by statute and in error. The IRS sumobns Form
2039, dated 9/17/01 used Section 7602, authority to sumon, of
the Internal Revenue Code as the reference for |egal evidence
of authority of law to sumon our client for the gathering of
information leading to the collection of a tax."
Q ay. And now please read the following -- the paragraph
that foll ows.

A "It appears that you are intentionally trying to harass
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and intimdate ny client by circunventing the
power - of -attorney. These actions will not be tolerated."

Q And the next paragraph.

A "Do not send letters of this sort to ny client. Direct

all correspondence to nyself or Bryan D. Ml atesta, CPA, as we
are active representatives for Douglas P. Rosile, and have
authority to resolve any I RS problemon his behal f."

Q ay. And the next paragraph

A "lgnoring the Form 2848 and affidavit of inconpetence wl]l
be a clear violation of the law, and we will file a conplaint
with the treasury inspector general for tax admnistration and
ask that you be terminated pursuant to Section 1203 of the
Restructuring and Reform Act of 1998."

Q Special Agent Lalli, what is the treasury inspector
general for tax adninistration?

A It's |like the inspection -- they investigate, typically,
like IRS personnel, if there is sone wongdoing there; or,
also, if they have to look into matters where -- like in this
i nstance, where they are filing conplaints against IRS
personnel, they have to look into those and investigate.

Q Taking a look at the second page of this docunent, just
general ly, does this have all sorts of |egal-Ilooking citations
init?

A On 86-4?

Q It starts out: Further, 26 USC 7433," the first conplete
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paragraph. It should be the page -- the second page of 86-4.
A | only have one page with that.

Q Okay. Let's move onto Exhibit 87 and its subparts.
What's Exhi bit 87?

A This is the client file for Wsley Snipes.

Q Oay. And what's his client nunber?

A 2586.

Q ay. You've gone through the docunents seized during the
execution of the warrant. |Is this M. Snipes' main client
file?

A Yes, it is.

Q Are there other client files?

A | believe there is a client file for Amen Ra.

Q Taking a | ook at Governnent's Exhibit 87-1, what's the --
who appears to have signed that docunent and what's the date
recei ved there?

A \Wesley Snipes. It was received on March 2nd of 2000.

Q Can you nake out what it says on that "paid" stanp?

A It says "200, slash, 506."

Q Oay. And the caption at the top, is that an Anmerican

Ri ghts Litigators docunent?

A Yes.

Q Oay. And what's the -- please read what it says: "How
to create,” and thereafter.

A "Howto create a wall between you and the IRS. |If you are
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tired of the stress and shock of receiving nail and phone
calls fromthe IRS, we have the solution.”

Q Oay. And taking a look at the formthat's filled in
there, whose nane appears on it?

A \Wsley T. Snipes.

Q And what address?

A 9711 Deacon Court, Wndernere, County Orange, State of
Fl ori da.

Q Oay. And there is aline there for: "Please circle the
tax years you have filed a return"?

A Yes.

Q Wich ones are circled there?

A 1990, '91, '92, '93, '94, '95, '96, '97 and '98.

Q Oay. And is there a -- you see a calcul ati on bel ow t hat
for fees. Please go over that.

A It has 150 dollars, ARL annual PCA fee; and a 50-doll ar
response letter; "50 dollars" in parentheses and "I M- in
par ent heses.

Q Oay. And is there a total beneath it?

A Total of 200 dollars.

Q ay. Taking a look at CGovernment's Exhibit 87-2, does
that appear to be a letter fromWsley T. Snipes?

A Yes, it is.

Q W appears to have signhed it?

A \Wsley T. Snipes.
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Q And to whomis it addressed?

A Internal Revenue Service.

Q On what date?

A March 3rd of 2000.

Q And is that the next day, after this POA is stanped as
recei ved?

A Yes.

Q Oay. Now, please read the text of this letter.

A "Encl osed please find a power-of-attorney form authorizing
those listed to serve as ny attorney in fact regarding any | RS
natters 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 ny attorneys in fact.
Since | amin the process of sending or have already sent ny
pertinent books and records to Mount Plynouth, Florida, please
transfer ny file to the Maitland or Ccala, Florida district
servi cing Mount Plynouth, and direct all future correspondence
to 25525 SR 46, Suite 2, Munt Plynouth, Florida, 32776. 1In
the event it becones necessary for the IRS agents in Florida
to neet with ny attorneys in fact, they will have a tel ephone
nunber where | can be reached at that tine to answer any
questions that nmy attorneys in fact nmay be unable to answer.
Thank you, Wsley T. Snipes."

Q ay. Taking a look again at the nmiddle of this
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paragraph, it says: Since |l amin the process of sending or
have al ready sent ny pertinent books and records to Munt
Plymouth, Florida." Do you see that there?

A Yes, sir.

Q As a special agent of IRS Cl, do you know what books and
records | ook |ike?

A Yes.

Q Have you searched the files seized fromAnerican Rights
Litigators/ @iiding Light of God's Mnistries, the execution of
that warrant for information pertaining to Wsley Snipes?

A Yes.

Q And docunents pertaining to Wesl ey Snhipes?

A Yes.

Q D d you find any books or records of Wsley Snipes' on
those prenises?

A No.

Q Directing your attention to Governnment's Exhibit 87-5,
does this consist of a document with a Post-1t note on it?
A Yes, it does.

Q ay. And what does the Post-It note say?

n n

A It says "no," and there is a dollar sign, and "sent."
Q So taking a look at what's being projected, is that -- can
we go back -- does that Post-1t note on this screen here

appear on the actual exhibit as affixed to this 1040X for

1996, which is the next page on the projection?
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A Yes.
Q Let's take a look at the 1996 1040X. It says this return
is for which cal endar year? Upper right-hand corner.
A 1996.
Q Oay. Is this an anended U. S. individual incone tax
return simlar to the 1997 anended i ndividual incone tax
return we were | ooking at earlier that is Governnment's Exhibit
64-27?
A Yes.
Q And in whose nane is this return?
A \Wesl ey Snipes.
Q Oay. And then taking a |ook at the colums, there is a
Colum A for originally reported and Colum B for net change.
A Yes.
Q \Wat does this -- what's the net change -- well, let ne
ask you this. What's the gross inconme reported as originally
reported for Line 1, Colum A?
A That's the adjusted gross incone line, and it's 13,387,378
dol l ars.
Q Oay. And then what's the net change proposed by this
docunent ?
A  Well, it brings the taxable incone down to zero.
Q Oay. And taking a look at the total tax |ine, what was
the originally reported total tax given here at Line 107

A Li ne 10 shows 8, 008, 316 dol | ars.

F012208 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

162

Q And what's the net change supposed to be here?

A It looks like they are -- the change is four mllion --
Q I'msorry. Directing your attention to Colunmn B there,
again still on Line 10, what decrease are they proposing to

the net tax?

A 8,008, 316 dollars.

Q Does that take away all the tax?

A Yes.

Q Oay. And then finally taking a look at Line 22, what
goes on that |ine?

A Wll, that's the anpunt that they want refunded back to
t he taxpayer.

And what's the figure there?

4,032, 806 doll ars.

And who appears to have signed here as the taxpayer?
Wesl ey T. Sni pes.

And on what date?

April 19th of 2000.

o >» O r» O » O

Agai n, what does that sticky note say on -- over the top

of that docunent?

n n

A It says "no," dollar sign, "sent."

Q Oay. Directing your attention to Government's Exhi bit
87-6, this is a letter fromthe Internal Revenue Service?
A Yes.

Q Oay. And what's the date of this letter in the upper
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| ef t - hand corner?

A June 1st of 2000.

Q Oay. And in the caption there, this is for which tax
peri od?

A Tax period ended 1996.

Q And to whomis this addressed?

A \Wesl ey Snipes.

Q Oay. And what's the rest of the address there?

A Starr & Conmpany, 350 Park Avenue, New York, New York

Q ay. And after "Dear Taxpayer," what does the -- please
read the first paragraph.

A "W have deternmined that the information you sent is
frivolous and your position has no basis in law. dains, such
as yours, have been considered and rejected repeatedly as

wi thout nerit by the Federal courts including the Suprene
Court of the United States. Therefore, we will not respond to
future correspondence concerning these issues."

Q Oay. And flipping forward to the second page of this
docunent, please read the paragraph at the top

A "If you send us a corrected return, we will disregard the
previ ous docunent filed and not assess the frivolous return
penalty. Enclosed are individual incone tax forns for your
use. If you do not respond within 30 days or if you file
anot her docunent taking a frivolous position, we will assess

the frivolous return penalty on each docunent filed. Once the
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penalty is assessed, IRSwll bill you for 500 dollars for
each frivol ous docunent filed. You will be required to pay
the full penalty prior to any reconsideration.”

Q ay. And what was the date on the -- on that letter
agai n?

A June 1st, 2000.

Q Oay. Directing your attention to Government's Exhi bit
87-7, what is this docunent?

This is a letter fromRay Pope to the IRS

kay. And what's the date of it?

June 29t h of 2000.

And who is the person naned here?

Ray Pope.

o r» O > O P

I"'msorry. Wo is the person within the Internal Revenue
Service nanmed as the addressee?

A Chief Loretta Keegan.

Q ay. Taking a |look back on 87-6, is that the person who
signhed the warning letter?

A Yes.

Q Oay. And this, in the upper right-hand corner there, it
gives a subject. Wat's the subject?

A Inplied notice civil penalty.

Q And what years?
A 1996.
Q

kay. And please read the first paragraph of this letter
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A "Dear Director: | have power-of-attorney for Wesley T.
Sni pes and am authorized to resolve the instant natter on
behal f of our client with the IRS. | have reviewed ny
client's file and have determ ned that your presentnment has
been issued in error due to a lack of authority by the IRS for
its application and |lack of authority of collection when
relating to penalties under the provisions of the Internal
Revenue Code, |RC, and corresponding regul ations."
Q Oay. And taking a look at the second page of this

docunent, who is the nane witten as the sender under

"regards"?

A Ray Pope.

Q Oay. And is there a cc indicated there?

A \Wsley T. Snipes.

Q Taking a look at Exhibit 87-8, what is that docunent?
A It appears to be a UCC financing statenent.

Q Wat was the date it was filed?

A July 27th of 2000.

Q \Were was it filed?

A Texas Secretary of State.

Q And who is it -- | guess who is supposed to be the debtor
her e?

A \Wesl ey Snipes.
Q At what address?

A 9711 Deacon Court, Wndernere, Florida.
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Q And taking a | ook at the bottom of the docunment there, who
is signing as the debtor, apparently?

A \Wesl ey Snipes.

Q And who is signhing as the secured party?

A \Wesley Trent, senicolon, Snipes.

Q And taking a look at 87-9, what's the date on this

docunent ?

A July 30th of 2000.

Q And to who is it addressed?

A It is addressed to Lawence H Summers.

Q At what address?

A 1500 Pennsyl vani a Avenue, Washi ngton, D.C.

Q ay. And skipping to the |ast paragraph there, what does

it say for total amount?

A The total anount of this non-negotiable acceptance for
value in the enclosed filing is one mllion dollars.

Q Oay. And who is the signatory?

A \Wesley Trent, senicolon, Snipes.

Q And taking a | ook at the next page, has this got the sane
date as the previous one?

A July 30th, 2000.

And what's the caption there under the addressee?

"Non- negotiable bill of exchange in accord with HIR 192."

And this is regardi ng what?

> O > O

Char geback of personal treasury direct account.
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Q And please read the first paragraph.
A  "Encl osed are docunents, copies, fromny exam nation of ny
commerci al agreenents which are listed on the encl osed,
accounting, with receipts and ot her evidence that | have
accepted for value, all related endorsenents front and back to
i nclude those in accord with UCC 3-149. The total anount of
non- negot i abl e chargeback enclosed is one mllion dollars."
Q And who appears to have signed this docunent?
A \Wesley Trent, senicolon, Snipes.
Q ay. And what is on the next page? Just generally, what
is that docunent?
Ch, it's a birth certificate.
kay. And is it --
For Wesl ey Trent Sni pes.
Okay. And what about the next page?
Florida drivers license for Wesley Trent Snipes.
And the next one?
Social Security card for Wesley Trent Snipes.
Taking a | ook at 87-10, who appears to be the sender here?
Wesl ey T. Sni pes.
And who appears to be the signator?
Wesl ey T. Sni pes.

Now let's take a | ook at Exhibit 87-2 and this one, are

o » O r»r O r o r O rr O >r

they identical, except for the date, as far as the text is

concer ned?
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A As far as the text, yes. The addresses are different on
the -- to the IRS
Q But 87-10 is in Septenber and 87-2 is in March of 20007
A Yes.
Q Oay. So this has, again, this |Iine regarding having sent
books and records to Mount Plynouth, Florida?
That's correct.
Taking a | ook at 87-11, what's the caption on this thing?
It says: "Affidavit of inconpetency."”
kay. And who seens to have signed as the affiant?

Wesl ey T., sem col on, Sni pes.

o r» O > O P

Pl ease read the opening line, and then the first four
items there on the affidavit of inconpetency?
A "I, Wesley T. Snipes, after being duly cautioned and
sworn, do hereby depose and say:

"Affiant's name is Wesley 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 Federal
Regul ati ons and does not know if it applies to Affiant.

"Affiant has never received a notice fromthe Internal
Revenue Service stating Affiant is a taxpayer."
Q And does this appear to be notarized?
A Yes.

Q \Wat was the date of it being notarized?
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A Cctober 17th of 2000.
Q Taking a look at 87-13, what is that docunent, at | east
the first page of it?

A This looks like a fax cover sheet to Dani el Googins from

Lori Davis.

Q Oay. On what |etterhead?

A Aren Ra Fil ns.

Q And what's the date of it?

A It's dated April 1, 2002.

Q And after "re," what does it say there?

A  "FromWs."

Q And what does Lori Davis' annotation say here?

A "Daniel, please find the attached docunent for your

perusal. Regards, Lori."

Q And what is the -- what is that docunent?

A It's the amended Form 1040X for 1997.

Q Does it contain all the signatures?

A No. There is no signatures on this one.

Q Taking a |look at 87-15, who is the sender of this
docunent ?

A The IRS

Q Specifically in the upper left-hand corner, what does it
say?

A Departnent of Treasury, Internal Revenue Service,

Hol tsvill e, New York
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Q And in the upper right-hand corner, what does it give for

the nunber of this notice?

A  CP-515.

Q And what does it give for the date of the notice?
A March 12th, 2001

Q And taxpayer identification nunber?

A I

Q And for what tax fornf

A 1040.

Q And for what year tax period?

A 1999.

Q Oay. And what's typed in as the nane of the addressee
her e?

A \Wesl ey Snipes.

Q And what's handwitten below it?

A Care of MIton H Baxley, Il, 25525 SR 46, Suite 2, Mount
Pl ymout h, Fl ori da.

Q Oay. And what's the ZIP code there?

A 32776.

Q ay. And what's the caption on this docunent?

A  "Request for your tax return."”

Q And just please read the first three paragraphs foll ow ng
t hat .

A "W have no record of receiving the followi ng tax return:

Form Nunmber 1040, tax period ended 1999, titled U S
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i ndi vidual income tax return. The information bel ow has been
reported to us by sonme of your payers and nmay not be al
inclusive. Please be sure to report all of your incone when
filing your tax return.”
Q VYeah, please -- for the lines that have sone nunber on
themin there, please, you know, read the nanme of the line and
t he amount.
A It has wages of 552 dollars; dividends of 108, 705;
interest of 3,391 dollars; stock sales, 10,173,926; and ot her
i ncome, 19, 206.
Q Let ne ask you, how could the Internal Revenue Service
find out about this incone to Wsl ey Snipes?
A  \Well, it's reported by the payees of these different
institutions.
Q Wuld that be the payors?
A The payors, yes.
Q And so how do they -- just generally, how do they go about
reporting these kinds of -- these forns of incone to the |RS?
A \Wll, there's -- you know, there might be a 1099 or they
woul d have -- like the wages, you know, typically would be
shown on a W2 inconme. So all that information -- the
di vi dends, probably fromthe bank or investnent accounts is
all reported to the IRS
Q ay. Does the inconme reflected here for these itens,

does any of it come froman inconme tax return filed by Wesl ey

F012208 - Sni pes
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Sni pes?
A No.
Q Oay. And right belowthis list of incone itens, what's
the instruction there?
A "If you have not filed this tax return, please: Prepare
your tax return, sign the return, attach your paynent for any
tax due, send it to us today."
Q Oay. And flipping forward, | think to the fourth page
following, it's at SW09603574, is this formattached to the
letter we were just discussing?
Yes, it is.
kay. And whose nane is on there?
Wesl ey Sni pes.
For which tax period?
1999.
And for which tax fornf

1040.

o » O r O r O >F

kay. And under "information about your return," what do
the first couple of lines there say?
A "Please conplete as necessary and return this entire page.
If you are not required to file, please conplete this
section.”

And it has: "My filing status was: Single, narried
filing joint, qualified wi dow w dower with dependent child,

head of household, or married filing separate."
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Q ay. And does the rest of this section contain various
i nformati on bl anks to send to the Internal Revenue Service?
A Yes.
Q And what does the |ast paragraph there say, above the line
for the signature?
A "Under penalties of perjury, | declare that, to the best
of ny knowl edge and belief, the infornation provided on this
formis true, correct and conplete.”
Q kay. Taking a look at Exhibit 87-16, is that a print-out
of an e-mail?
A Yes.
Q And whose -- well, there is a sort of a caption |line above

it. It says "EKA." Do you know what "EKA" is?

A | believe that's Eddi e Kahn and Associ ates.

Q And who is this e-mail fron?

A Charis.

Q And what's her e-nmil address?

A Charis at Eddi e Kahn.com

Q And what's the date on this?

A April 6th, 2001.

Q And to whomis this addressed, as far as an e-nmil address
is concerned? You can just spell it.

A G h-i-n-a-k-a at nedi a one. net.
Q And what's the subject?

A "Request for tax return for 1999."
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Q Oay. And so please read the date and all the way through
the e-mail up until the end of Item Nunber 1.

A  "April 6th, 2001. Wesley, we received a CP-515 letter
request for your tax return for the year 1999 fromthe
Internal Revenue Service addressed to you. There is a new
CP-515 response | amusing for nyself personally that you

nm ght want to do for the foll owing reasons.”

Q ay. And what does Item 1l say?

A "One, it is a very proactive approach which puts the
burden of proof entirely on the shoul ders of the assistant
chi ef counsel, paren, incone tax and accounting, close paren
In other words, he is one of the top | awers representing the
I RS. "

Q Oay. And taking a look at the second-to-the-|ast

par agraph there before the closing, what does that paragraph
say?

A "Additionally, your personal power-of-attorney has expired
as of March 2nd, 2001. |If you would |like to renewit, the fee
is 150 dollars. Amen Ra Films, Inc. has also expired. A
conmpany renewal fee is 200 dollars. The total funds for
renewal of both POA's woul d be 350 dollars. Total funds for
the determ nation letter is 325 dollars.”

Q And what does the |ast paragraph say?

A "As soon as the noneys are received, your POA can proceed

on your behalf. Please |let me know sonething as soon as

174
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possi bl e. "
Q And who sent it?
A It says: "Thank you, Eddi e Kahn."
Q Oay. And the first paragraph refers to a CP-515. Taking
a | ook back at Exhibit 87-15, is that a CP-515?
A Yes.
Q ay. And just one other thing about this. Taking a |ook
at the fourth paragraph fromthe bottom "W can answer,"
coul d you pl ease read that.
A "W can answer the CP-515 with our standard response or we
can do the determination letter. The total funds needed for a
standard CP-515 response is 50 dollars. The IRS charges 275
dollars for the deternmination letter. Your power-of-attorney
charge is 50 dollars to send the letter on your behalf. Total
cost, 325 dollars.”
kay. And that e-mail was sent on what date?
April 6th, 2001
What's the date on Exhibit 87-177?
The receipt date is April 10th, 2001
And what's the caption there?
It says "receipt."
And who is the sender?
Lori Davis for W Snipes.

And who is the recipient?

> O » O r» O *» O » O

American Rights Litigators, Attention E. Kahn
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Q Oay. And what are the itens covered by this receipt?
A Paynent for renewal of personal power-of-attorney for W
Sni pes, 150 dollars; paynment for conpany renewal fee, Aren Ra
Films, Inc., 200 dollars; paynment for deternmination letter for
W Sni pes, 275 dollars; paynent for power-of- attorney to send
| etter on behalf of W Snipes, 50 dollars. Total received by
ARL, 675 dollars, USD
Q And does there appear to be a signature at the bottom
t here?
A  Eddi e Kahn.
Q And what is the date for that?
A April 11th, 2001.
Q And what's the -- above that signature, what does that
line say?
A  "Your funds have been received and credited to your
accounts. "
Q Okay. Let's look at Exhibit 87-19 in the upper |eft-hand
corner. Can you tell ne the particulars of who is accepting
this letter?
Departnent of the Treasury, I|Internal Revenue Servi ce.
kay. \What | ocation?
Doraville, Georgia.
What's the date of this letter?

May 19th, 2001.

o r» O > O P

kay. And to whomis it addressed?
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Wesl ey Sni pes.
Is it care of someone?
Care of MIton H Baxley, II.
Is it at that address in Munt Plynmouth?
Mount Pl ynout h, yes.
What's the caption on this letter?
"Pl ease call us about your overdue taxes or tax returns."

And what does the first paragraph say?

> O » O » O » O »

"We have no record that you responded to our previous
notices. As a result, your account has been assigned to this
office for enforcenent action, which could include seizing
your wages or property. |It's inmportant that we hear from you
within ten days fromthe date of this letter."

Q Taking a |look at the second page of this docunent, does
that indicate the type of tax, the period ending, and the nane
of the return that the letter is in regard to?

A Yes.

Q \Wat are they?

A Type of tax is 1040, period ending is 1999, and the nane
of the return is U S individual income tax return.

Let's |l ook at 87-20. What's the date of this one?

June 29th, 2001

And who -- whose nane is there as the sender?

Mlton H Baxley, II.

o r» O » O

And where is it addressed?
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A It is addressed to the Internal Revenue Service, Attention
CC PA T, into Washington, D.C.

Q Oay. So thereis no letter -- there is no nane of a
person on here, is there?

A | don't see one.

Q ay. And then taking a |ook at the colum to the right
of that, this is in regards to whon?

A \Wsley T. Snipes.

Q And for what tax years?

A 1999 and 2000.

Q Now, taking a look at the line beneath the first

par agraph, please read that one line, and then the two

par agraphs following it.

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 inconme tax inposed by 26 USC Section 1 for
each of the above |isted years. | hereby request a copy of
the findings of fact and conclusions of law that you will use
as a basis of your determ nation pursuant to the

Admi ni strative Procedures Act, specifically 5 USC 556 D. |
ask for the determination letter to be sent within 30 days of
the date on this letter. |If nore tine is needed, please make
a witten request and it will be granted."

Q And a couple of paragraphs down, there is a line there

that starts with: "Enclosed."” Please read that.
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A "Enclosed is a check for 275 dollars, paid pursuant to the
schedul e of user fees for the requested determnation."

Q Taking a |l ook at Exhibit 87-22, do you see a date on that
docunent ?

A It's dated July 6th, 2001.

Q ay. And how does that conpare to the date on the
docunment we were just |ooking at, 87-207?

A 87-20 is dated June 29th, 2001.

Q Oay. So who is this letter fronf

A It says fromthe Internal Revenue Service office of chief
counsel, Washington, D.C

Q And who is the addressee here?

A \Wsley T. Snipes, care of MIton H Baxley, |l, Munt

Pl ynout h Fl ori da address.

Q Now, please read the first paragraph of the letter.

A "Dear Taxpayer: This is in reply to your recent
correspondence. The national office does not issue

determ nation letters. Deternination letters are issued by
the appropriate operating division. See pages 11, 33 and 66
in the encl osed copy of Revenue Procedure 2001-1. Therefore,
we are forwardi ng your correspondence to the district director
listed bel ow for a response.™

Q Oay. And taking a look at the next page, is that an
attachment to this letter?

A Yes.
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Q ay. And what does the first paragraph say?
A  "Revenue Procedure 2001-1 provides instructions for
requesting rulings fromthe national office involving issues
under the jurisdictions of chief counsel."
Q Please continue.
A "W want to bring to your attention the foll ow ng
procedural itens."
Q And what is the first iten?
A "One, a deletion statenent mnmust acconpany each ruling
request to assist the service in making the del etions required
by Section 6110(C) of the code fromthe text of rulings to be
nmade open to public inspection.”
Q ay. Thank you for that one. And please read Nunber 2.
A Two, a request for a ruling and any factual information or
change in the ruling request submitted at a later tine nmust be
acconpani ed by a perjury declaration in the follow ng form

"Under penalties of perjury, | declare that | have
exam ned this request, including acconpanyi ng docunents, and,
to the best of ny know edge and belief, the request contains
all the relevant facts relating to the request, and such facts
are true, correct and conpl ete.

"This declaration nust be signed by the taxpayer.
Decl arations signed by the taxpayer's representative are not
acceptable."

Q Oay. And taking a look at the first page of the letter

F012208 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

181
that this instruction is attached to, what is this letter
about ?
A Determination letter.
Q Taking a look at 87-25, is that another letter fromthe
Departnent of the Treasury to Wesl ey Snipes?
A Yes, it is, care of MIton Baxley, Il, the Munt Plynouth
addr ess.
Q ay. And taking a look at the upper right-hand corner

what is the date of this notice?

A  Septenber 3rd, 2001

Q \Wat does it say after that on that |ine?

A CP-540.

Q Oay. And what formis this in regard to?

A 1040.

Q For which tax period?

A 1999.

Q ay. And what does the first paragraph of this letter
say?

A "According to our records, you have not filed your Form

1040 for tax year 1999 and have not paid the amount of tax,
penalty and interest you owe on that form"

Q ay. And skipping down to -- there is an inportant

noti ce about backup wi thhol ding there. What does that notice
say?

A "If you do not respond to this notice, you nay becone
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subj ect to backup withholding. This neans that we may notify
your bank or other dividend and interest payers to withhold
30.5 percent of those paynents. To avoid this action, please
respond to this notice pronptly."

Q I'msorry. And taking a |ook at the | ower right-hand
corner, what was the date of this notice again for 87-25?

A In the upper right-hand corner it --

Q Well, either upper right or |ower right.

A  Septenber 3rd, 2001

Q ay. Taking a look at 87-26, is this another one of

t hese notices?

Yes, it is.

And what's the date of this notice?

This is October 1, 2001.

And which formis it in regard to?

1040.

For which tax period?

1999.

And to whomis it addressed?

> O >» O » O » O r

Wesl ey Snipes, care of MIton Baxley, |1, the Munt

Pl ynmout h, Fl ori da address.

Q And does the text of this -- taking a | ook at 87-26 and
87-25, does the text of these letters each contain the same
war ni ngs?

A Yes, they do.
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But the dates are different?
Correct.

Direct your attention to Exhibit 87-27. Wat is that?

> O > O

This is a letter fromMIton H Baxley, Il, to Interna
Revenue Service, Chief ACS, in Chanblee, Georgia.

Q ay. And conmparing that with the -- with these two
CP-540 warnings that we were just |ooking at, how does that
address conpare with the address given for the part of the IRS
that sent those letters?

A It has the sane Chanblee, CGeorgia, city and state.

Q ay. And what does this -- in the upper right-hand
corner there, next to the addressee, who is this letter in
regard to?

Wesl ey T. Sni pes.

And for what tax year?

1999.

What does it give as the subject?

CP- 540.

And pl ease read the first paragraph.

> O *» O » O >

"I have power-of-attorney to act on behalf of Wsley T.

Sni pes regardi ng Federal tax matters with the Internal Revenue
Service. | amin receipt of your CP-504 letter of Septenber
3, 2001."

Q And what does the first sentence of the next paragraph

say?
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A "In your letter, you state that if ny client is not
required to file a return, to explain why."
Q And what does the second sentence there say?
A "According to the director of the Internal Revenue Service
Center in Philadel phia, the | aw does not require individuals
to file a Form 1040."
Q And what does the final paragraph of that letter say?
A "My intention is to assist you in this nmatter. | wll
advise ny client to pay in full any tax cl ai mdue upon your
tinmely proof of claim™
Q Taking a |l ook at Exhibit 87-28, what is that docunent?
A This is aletter fromMIlton H Baxley, Il to the Internal
Revenue Service, Chief ACS, Atlanta, Ceorgia.
Q Oay. And this is in regard to whon?

It isinregard to Wsley T. Snipes.

For which tax year?

1999.

A

Q

A

Q And what's the subject here?

A Deternination of status request.

Q And please read the first paragraph.

A "l have power-of-attorney regarding Federal tax natters
for Wesley T. Snipes. | have received your CP-540 of 10/1/01
and 10/13/01 regarding my client."

Q ay. And what does the first sentence of the | ast

par agr aph say?
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A "According to the cited policy statement, nmy client is not
required to file any returns or reports prior to the receipt
of the deternmination of status letter fromthe IRS as Wsl ey
T. Snipes could not possibly know what fornms or returns, if
any, would be applicable to himuntil the determ nation is
recei ved. "

Q Wat's the next sentence?

A "Therefore, | request that further correspondence and
col lection activities cease until the IRS has issued its
determ nation of status letter for ny client.”

Q And who is this -- whose nane is on the bottomof this
letter as a sender?

A Mlton H Baxley, II.

Q And who is it copied to underneath that?

A \Wsley T. Snipes.

MR, McLELLAN:  Your Honor, mght | suggest that this
woul d be an appropriate point in which to break?

THE COURT: | ndeed, you night, M. MLellan.

It is within two or three m nutes of 5:00, nenbers
of the jury, so this is an appropriate tine to stop for the
day.

Agent Lalli, you may step down fromthere.

And recess until 9:00 tonorrow norning. M thanks
to you for your patient attention today. W will stop now,

nmenbers of the jury, and resunme again tonorrow norning at
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9: 00.

THE COURT SECURITY OFFICER Al rise.

(Jury absent.)

THE COURT: Be seated, please.

Earlier in the afternoon, | had suggested that
government counsel abandon, tenporarily at |east, exami nation
of the witness concerning Governnment's Exhibit 86-1 until |
could further consider the objection nade by M. WIson on
grounds of rel evance.

While it is true -- and this was the subject of ny
concern -- that the exhibit, which constitutes a conplaint for
injunctive relief against M. Rosile that was apparently filed
in the Tanmpa Division in md-March of 2002, occurred after the
filing of M. Snipes' anmended return for 1997 that was filed
in 2001, as charged in Count Two, the alleged conspiracy
of fense continued, at |east according to the charge, until the
return of the indictnment in 2006, such that the alleged
failure to file or failures to file, as charged in Counts
Three through Eight of the indictnment, as well as overt acts,
39, et sequentes, of Count One occurred after March of 2002.

And then it does seemto ne there would be sone
rel evance with respect to the exhibit, absent a |egal
wi thdrawal fromthe conspiracy. And | have heard no evidence
of that.

It may well be that M. Rosile played a limted role
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or no personal role at all after March of 2002, but as a
matter of law, if, in fact, he enjoined the conspiracy, which
continued into 2006, and had not effected a w thdrawal under
the law, which would require evidence of conplete repudiation
comuni cation to other alleged conspirators and perhaps even
| aw enforcenment itself, then it seenms to ne the exhibit would
have rel evance.

And | will lift any restriction fromthe
government's use, further use of the exhibit, if it wishes to
pursue it. It's already in evidence as Governnent's Exhibit
87-1.

W will start again with the case at 9:00 in the
nor ni ng.

Now, | think we slowed down a bit today. What
progress are we naking in the governnent's case, gentlenen?
Who can speak to this? M. Mrris?

MR MORRI'S: Your Honor, | would say that we are
still on pace or even ahead of where we expected to be.

THE COURT: Al right. Then we will recess unti
9: 00 tonorrow norning

MR, WLSON:. Your Honor, with all due respect, may |
be heard for purposes of the record with respect to the
exhibit that the Court has just ruled on?

THE COURT: As you just stated, M. WIson, | have

ruled on it. | think your objection is clear on the record.
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| don't intend to engage in argunent with counsel about it.

MR WLSON: Not at all, Your Honor. Just there are
addi tional issues that are 404(b) that are contained within
t hat docunment, references to activities well outside the
conspi racy; nanes of individuals who have nothing to do with
this conspiracy; activities of M. Rosile's practice that have
nothing to do with this conspiracy.

To the extent that those are presented to the jury,
it is 404(b) and it is highly prejudicial. |If the Court reads
that docunent, it clearly refers to other individuals, other
acts outside the scope of preparing 861 returns.

THE COURT: Well, all right. Wat do you say to
that, M. MlLellan?

It may well be that the probative val ue of that
exhibit is overcome by the potential prejudice with respect to
some of its detailed allegations.

MR McLELLAN:  Well, Your Honor, this docunment is
being offered to show notice. To the extent that the Court
woul d consider excluding it in light of counsel's argunent,
the governnment woul d agree to appropriate redaction.

THE COURT: Well, | think that would be prudent. It
is the filing of the conplaint --

What action was taken by the court with respect to
that? Is that -- that's not part of the exhibit. The exhibit

consists strictly of the conplaint, right?
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MR, MLELLAN: Yes, Your Honor. The Court issued a

prelimnary injunction, | believe, in June of 2002, foll owed
by a final injunction, | believe, in 2006 perhaps.
THE COURT: Well, | think the government is wise to

restrict its offer to the conplaint. And | think it would be

prudent to redact it with respect to its detailed allegations

and restrict it to the probative value that you seek to derive
fromit, which is notice concerning the so-called 861

ar gunent .

MR. McLELLAN:  Your Honor, in fact, at the nonent
the objection was received by the Court initially, that was as
far as | was intending to go with the docunent.

THE COURT: Al right.

MR, McLELLAN: So the government will, you know,
nake the appropriate redactions.

THE COURT: Work with counsel and see if you can
redact it.

MR. McLELLAN: Thank you, Your Honor

THE COURT: We will recess until 9:00.

(Ther eupon, the proceedings in this case for this

date were concluded at this tine.)
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