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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 23, 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, nenbers of the
jury, and good norning. Again, | appreciate your pronptness.

And | think we are ready to proceed. Wen we
st opped yesterday, Agent Lalli was testifying on direct
exam nati on.

M. MLellan, you may conti nue.

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

BY MR MLELLAN:
Q Special Agent Lalli, directing your attention to
Government's Exhibit 87-29, what is that docunent?
A It's a CP-541. It's a notice fromthe Internal Revenue
Service to Wsl ey Snipes.
Q Oay. And what is the date of that notice?
A  Cctober 29th, 2001.
Q And what's the --

MR, McLELLAN: May it please the Court, could the
i ghts possibly be di med?

THE COURT: Yes, indeed.
BY MR MLELLAN:
Q Taking a look at the upper |eft-hand corner of that

docunent, what part of the Internal Revenue Service did this
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cone fronf

Departnent of the Treasury.

And wher eabout s?

Qut of Chanbl ee, Georgia, 39901.

kay. And this is for Form 1040 for which tax period?
1999.

Al right. And howis it addressed?

> O *» O » O >

It's addressed to Wesl ey Snipes, care of MIton H Baxl ey,
I, with the Mount Plynmouth, Florida address.

Q ay. Please read the first three paragraphs of the
letter.

A  "Backup wi thholding notification. Qur records show that
you did not tinmely file the incone tax return reporting all
your incone frominterest, dividends or patronage divi dends
you received for the tax year 1999 or that you did not pay the
tax penalty and interest you owed on this income on tine.

"We have witten to you before about this problem You
are now subject to backup withholding. W are instructing all
payers of dividends and interest that we have on record for
you to begin withholding 30.5 percent of those paynents.

"If you open a new account with anot her payer and certify
that you are not subject to backup wi thhol ding, you may be
subject to a fine of 1,000 dollars and up to one year in
prison."

Q Special Agent Lalli, please turn to 87-30. What is the
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caption on that docunent?

A It says: "Anmerican Rights Litigators, Accounts Receivable
Detail, dient 2586, Snipes, Wsley T."

Q Then what is the date on that docunent?

A It looks like Friday, Decenber 7th, 2001.

Q Does that appear to be a printout fromthe ARL conputer
systenf

A Yes.

Q Okay. Let's take a look at the colums. What are the
things contained in the first colum, according to the header?
A It says "itemdescription."

Q And in the second col um?

A The date.

Q And the rest of the colums, could you lay those out for

A The charge, and the credit colum, and then the bal ance.
Q ay. And, generally speaking, what are the kinds of
itenms that are listed in the item description?

A There is annual nenbership fee, response letters, other
annual nenbership fees, and additional response letters that
apparently were sent from ARL.

Q Oay. And taking a look at the third row underneath the
header row, does this docunment also reflect paynents to ARL?
A Yes, it does.

Q ay. So, for exanple, where it says Check Nunber 506,
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what is the anmount of the credit for that?

A 200 dollars.

Q And do you see another one below that? Wat else is
reflected as far as paynent?

A 150 dollars on April 11th, 2001

Q And does the fourth colum appear to contain a running

bal ance?

A Yes, it does.

Q And what is the total there?

A The total at the bottomis 350 dollars.

Q ay. And what's handwitten on that docunent?

A  "Wesley, your account is currently negative 350 dollars.

Please renmit. |If you have any questions, please call
Thanks, Bridgett."

Q And in the | ower right-hand corner, does there ook to
be -- perhaps it is an upside-down paid stanmp?

A Yes.

Q ay. And what figures appear there?

A 400, slash, 2321

Q Oay. And if you could turn the docunment upside down,
does there appear to be a fax header at the bottom of the
docunent ?

A Yes, there is.

Q And where did this fax appear to cone fronf

A Amen Ra Fil ns.
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Q Oay. Turning to Government's Exhibit 87-31, what is that
docunent ?

A This is a Form 2848, power of attorney.

Q And who is giving the power of attorney here? Wuo is the
t axpayer ?

A \Wsley T. Snipes.

Q And who is the representative |isted?

A Daniel J. Googins.

Q Oay. And in the section under "tax matters," what are
the tax matters |listed there?

A Inconme tax and civil penalty, Form 1040, and it has the
years ' 85 through 2004.

Q And taking a | ook at the second page of this docunment, who
appears to have signed it as taxpayer?

A \Wsley T. Snipes.

Q On what date?

A  February 5th, 2002.

Q And taking a | ook at part two, the declaration of the
representative, who appears to have signed there?

A  Dani el Googins.

Q And what's the date?

A  February 5th, 2002.

Q As a result of your investigation, did you come to know
who Dani el Googi ns was?

A Yes.
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Q W is Daniel Googins?

A Daniel Googins worked for ARL. And ny understanding is he
was to deternine whether M. Snipes was to get the refund
regarding the claimthat he filed with the IRS

Q Taking a | ook at Governnent's Exhibit 87-32, what is that
docunent ?

A This is a Form 8599, request for nissing information

regardi ng refund.

Q ay. And whose nane is on there?

A \Wesl ey Snipes.

Q And what address is given for hinf

A  The Munt Plynouth address of ARL.

Q Please read the first sentence of the notice -- or |I'm
sorry -- of the request.

A "W are returning your inquiry of 2/7/02 regardi ng your
ref und check because we need nore information to process it."
Q And thereis -- | see an "X' there, and sonething
handwitten in there. Could you read what it says there.

A "Due to your inquiry, we traced your 1996 and 1997 tax
years refund. Please see attached correspondence. "

Q Andif you flip forward in that exhibit, do you see any
correspondence attached to that notice?

A Yes.

Q O I'msorry; to that request?

A Yes.
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Q At the top of that docunent, it says "Brian D. Ml at esta,
CPA." Who is Brian Ml atesta?

A He was the other power of attorney with MIton Baxley. He
wor ked for ARL.

Q ay. And when was this docunent received at the Interna
Revenue Service?

A Cctober 9th, 2001.

Q Oay. And taking a look at the right-hand col um here,
who is this in regards to?

Wesl ey T. Sni pes.

And what's the subject?

Refunds for 1996 and 1997.

And pl ease read the text of the letter.

> O » O >r

"I have power of attorney to act on behalf of Wsley T.

Sni pes regarding tax matters with the Internal Revenue
Service. W have not received the refunds due on the subject
tax years. Please check your files and advise the disposition
of these returns.”

Q And at the bottomof that page, is this copied to anybody?
A \Wsley T. Snipes.

Q Taking a look at Governnent's Exhibit 87-33, and there is
an acknow edgenent docunent there. What does it say

under neat h "power of attorney"?

A "I, Wesley T. Snipes, 301 North Canon Drive, Suite 228,

Beverly Hlls, California, 90210, do hereby appoint Daniel J.
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10
Googi ns, 25525 State Road 46, Suite 2, Munt Pl ynouth,
Fl orida, 32776, as ny attorney in fact to correspond with and
to receive information fromthe Internal Revenue Service
regarding any and all of ny tax matters and for such purpose
to act for ne in ny nane and place without linitation on the

powers necessary to carry out this purpose of attorney in

fact."

Q And who appears to have signed this?

A \Wesley Trent Snipes.

Q And who appears to have signhed as attorney in fact?
A  Dani el Googins.

Q And what state is the notarization fronf

A New York.

Q ay. Taking a look at 87-36, what is that?

A This is a renewal application for Anerican Rights
Litigators.

Q ay. And what was the expiration date |isted on here?
A March 2nd, 2002.

Q ay. And when was this renewal received at ARL?
A  February 27th, 2002.

Q And what does the first couple of sentences say under
"Dear Valued Client"?

A "Your ARL nenbership has or will soon expire. |If you w sh
to have your power of attorney, POA services continued,

pl ease fill out the renewal application below and include a
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11
check or noney order for 150 dollars per year for a single
person; 200 dollars per year for husband and wife, if joint;
200 per year for corporations, partnerships and trusts."

Q ay. And taking a look at the bottom right-hand corner
did this renewal get paid?

A It's stanped "paid."

Q In what anpunt?

A 150 dol l ars.

Q I'msorry. And when does this appear to have been

recei ved?

A The received date is February 27th, 2002.

Q ay. Please take a ook at 87-37. |Is that a fax from

Amen Ra Fil ns?

A Yes, it is.

Q And to whomis it addressed?

A To Eddi e Kahn.

Q And who fronf

A Lori Davis.

Q And what's is it in regard to?

A It says: "From W5 " and states: "M. Kahn, please find
the attached docunent for your perusal. Regards, Lori Davis."

THE COURT: M. MLellan, the exhibit |ist of the
United States describes a different docunent as Government's
Exhi bit 87-37.

MR, McLELLAN: Beggi ng the Court's indul gence, |
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will consult.

Your Honor, | believe the description describes the
page following this fax cover sheet, which we will turn to
next with the witness.

THE COURT: | see. Al right. Go ahead.

BY MR MLELLAN:

Taking a | ook at that docunent, what is that?
This is a letter fromnme to Londell McMIIlian
And what's the date of that letter?

April 30th, 2002.

Who is Londell McMIIlian?

> O » O > O

He was -- | understood himto be the entertai nnent
attorney for M. Snipes.

Q ay. And what was -- please read the text of your

letter.

A "Dear M. MMIlian: Per our conversation earlier this
afternoon, | am sending you this request for power of attorney
for Wesley Snipes. 1In order to disclose information to you
concerning ny reasons to speak with M. Snipes, | need the
attached Form 2848 for the tax years 1996 through 2001

conpl eted by you and signed by M. Snipes.

"l appreciate your cooperation in this matter. If you
have any questions, please contact F. Caneron Lalli, Special
Agent, at," and then ny phone nunber.

Q ay. Does your letterhead -- taking a | ook at your
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13
| etterhead there, does that identify you as witing fromIRS
crimnal investigation?

A Yes.

Q And looking forward -- or I'msorry. Looking back to the
fax cover sheet for this, does this appear that Lori Davis
fromAmen Ra Filnms for Wesley Snipes was sending this
docunent -- sending your letter to Eddi e Kahn?

A Yes.

Q And flipping forward, do you see a fax fromC D, Fort

Myer s?

A Yes.

Q And is that your fax to Londell McMIIlian?

A Yes, it is.

Q And flipping forward, what's that docunent?

A M business card is the next docunent.

Q That's SW09603459. Taking a | ook at Exhibit 87-38, the

second page of that docunent, what is that?
A This is a UCC financing statenment for Wsley Snipes.

Q Oay. And fromwhat state? |If you ook at the first

page --
A | believe it's Florida.

Q And when was it filed?

A July 23rd, 2002.

Q ay. Taking a look at 87-39, please, what is that?

A That's -- it looks like a little note fromLori Davis to
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M. Googins.

Q kay. Please read the text of it.

A "M. Googins, as discussed please credit this amunt to W5
account with you, slash, ARL. Please let nme know if you need
anything else." And then there is a phone nunber,

(310)867-4200. "Take care, Lori."

Q And is that date stanped?

A It's June 28th of 2002.

Q And what does it say in the paid stanp there?

A It says "MD" and, slash, 400 dollars.

Q Andis there alittle parentheses text underneath there?
A It's "UCC, " question mark in parentheses.

Q In the lower right-hand corner, does it bear M. Snipes'

client nunber?

Yes.

And what's the letterhead on this?
Amen Ra Fil ns.

Taking a | ook at 87-40, what is that docunent?

> O >» O >

This is a letter fromthe State of Florida Departnent of
Revenue to Wesley Snipes in care of Aren Ra Filnms in New York.
Q And what is the -- what does the first sentence of this
say?

A "Please be advised that a tax warrant, copy encl osed, has
been recorded and filed with the Cerk of the Circuit Court in

Leon County, Florida agai nst you and/or your comnpany pursuant

14
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to Chapter 199 Florida Statutes."
Q And taking a | ook at the second page of it, is that sone

sort of an accounting for that warrant?

A Yes.

Q Wuat's the total ?

A Gand total is $27,485. 31.

Q ay. Taking a look at 87-41, what is that?

A  "Actual constructive notice, non-negotiable chargeback."
Q Wois it addressed to?

A M. Paul ONeil, Secretary of the Treasury.

Q And flipping forward a coupl e of pages, do you see
somet hi ng captioned "Regi stered Bill of Exchange"?

A Yes.

Q And who is it addressed to?

A Paul O Neil, Secretary in Charge.

Q And at the bottomof the first paragraph, what's the total
anount of this bill of exchange encl osed?

A $27,485. 31

Q W appears to have signhed this?

A \Wesl ey Snipes.

Q And flipping forward is there -- those docunents fromthe
Departnent of Revenue for the State of Florida, are those
there, or copies of thenf

A Yes.

Q And do they have these non-negoti abl e stanps on thenf

15
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A Yes, they do.
Q ay. Looking at 87-42, what is this docunent?
A This is a renewal application for Anerican Rights
Litigators for Wesley Snipes.
Q Oay. And what did it give as the expiration date?
A March 1st of 20083.
Q ay. And under the current information on file, what
does it give as the nane?
A \Wsley T. Snipes.
Q And what's the e-nmmil address there, if you can just naybe
spell it.
A  GCh-i-n-a-k-a at a-t-t-b-i.com

Q And does there appear to be an anount paid on that paid

st anmp?

A Yes.

Q Wat is the anmount?

A $313. 65.

Q And when was this renewal received?

A March 24th of 2003.

Q Special Agent Lalli, | would like you to turn back to

Governnent's Exhibit 86-1, if you will.

MR. McLELLAN:  Your Honor, for the record, this
docunent has been redacted and it now consists of a single
page.

THE COURT: Al right. The record will so reflect.
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MR. McLELLAN: And that would be the first page of
t he docunent.

MR, WLSON: And, Your Honor, | nmintain ny
obj ection as to rel evance.

THE COURT: kay. The record will so reflect,
M. WIson.

BY MR MLELLAN:

Q Special Agent Lalli, what court was this docunent filed
in?

A Mddle District of Florida Tanpa division.

Q ay. On what date?

A March 14th of 2002.

Q And who was the plaintiff?

A United States of America.

Q And who was the defendant?

A Douglas P. Rosile, Senior.

Q ay. And what's the caption on there?

A "Conplaint for a Pernanent Injunction and O her Relief.

Injunctive Relief Requested."

Q Please read the text to the bottom of the page.

A "Plaintiff, United States of Anerica, for its conpl aint
agai nst Defendant, Douglas P. Rosile, Senior, Rosile, states
as follows: Jurisdiction and venue. Jurisdiction is

conferred --

Q You can just skip over the legal citations there. Wat

17

F012308 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

18
does it say at 2?
A "This conplaint is brought by the United States of Anerica
pursuant to | RC Section 7402(a), 7407 and 7408 to restrain and
enjoin the defendant from

"(a), Further acting as a Federal inconme tax preparer;

"(b), Understating taxpayers' liabilities as prohibited by
| RC 6694;

"(c), Engaging in activity subject to penalty under IRC
Section 6700, including organizing or selling a plan or
arrangenent, and, in connection with that activity, naking a
statenent regarding the excludability of income that he knows
or has reason to know is false or fraudulent as to any
material matter

(d), Engaging in activity subject to penalty under |IRC
Section 6701, including preparing."

Q And, Special Agent Lalli, directing your attention to
Government's Exhi bit 90-1.
MR McLELLAN:  Your Honor for the record, this
docunent --
BY MR MLELLAN:
Q Special Agent Lalli, what's the caption on this docunent?
A "Sunmary of 861 C aimReturns Prepared by Douglas Rosile."
MR. McLELLAN:  Your Honor, for the record, this
docunent is now redacted as agreed upon yesterday.

THE COURT: Which exhibit isit, M. MLellan?
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MR. McLELLAN: This is 90-1.

THE COURT: Al right. Go ahead.

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

BY MR MLELLAN:
Q ay. Taking a look at Exhibit 90-1 --

THE COURT: Yesterday | had excluded 90-1, as well
as 90-2. | take it you are sinply offering 90-1 nowin its
redacted fornf

MR, McLELLAN.  Yes, Your Honor

THE COURT: | will receive it in evidence.

BY MR MLELLAN:

Q And, Special Agent Lalli, taking a look at 90-3, what is
t hat ?

A 90-3 is a summary of Section 861 clains paid out or
appl i ed.

Q And is each person whose information is listed on this
summary a client of American Rights Litigators?

A Yes, sir.

MR, McLELLAN:  And, Your Honor, the governnent noves
that 90-3 al so be received.

MR. BARNES: No objection.

MR. WLSON: No objection

THE COURT: It's received.

MR, McLELLAN: Could the first page of 90-1 pl ease

be publi shed.

19
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20
BY MR MLELLAN:
Q Special Agent Lalli, what information do you have in the
colums of this sunmary?
A The first colum is the name of the client; the second
colum is the year that the clai mwould have been filed for
the claimdate it woul d have been filed; the form nunber,
ei ther 1040X or 1040; and then the claimanount, the anount
that they are trying to claimfor a refund.
Q So taking a look at the rows of this sumary, what order
are these clients listed in?
A Al phabeti cal
Q Oay. So they -- what's the first one?
A Pam Adal i an.
Q And then flipping forward 16 pages, please, what's the
| ast one?
A  Dewey Zwi cker.

Q Oay. Returning to the first page, okay, according to

your columm, where it says "form nunber," there are -- | guess
there are 1040X s and 1040's there?

A Yes, sir.

Q Oay. Now, | see there is a claimanount next to those

Forms 1040X, but you don't have a claimanount |isted to those
Forns 1040. What is the reason for that?
A \Wll, the reason for that is that you would have to go and

check the tax that was on the nodule or applied for that year,
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or the tax that would have been applied had they not zeroed
out the taxable incone.

Q Oay. And is it basically it would have been very
difficult to calculate that for this nunber of people?

A That's correct.

Q Oay. So all we have got here for the clai manount then
are clains placed on anended returns; is that correct?

A That's correct.

Q Now, as for these persons listed on this sumary, were
they all nenbers of American Rights Litigators?

A Yes.

Q ay. Taking a look -- just flip forward until we get to
the S'es. Ckay. Does M. Snipes appear in this summary?

A Yes, he does.

Q Oay. And taking a look at -- what clai manount do you
have here for hin®

A $7,360, 755.

Q And what was the year on the return?

A It was 1997, claimdate of April 14th, 2001, and it was a
For m 1040X.

Q Oay. And taking a look at the |ast page, all right,
what's your total nunber of clains that you have summari zed
her e?

A There is 232 1040X cl ai nms.

Q ay. And what's your total claimanount?

F012308 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

22
A It's $11, 213, 947.
Q ay. Now, were each of these clainms prepared by Dougl as
Rosi | e?
A Yes.
Q Was each signed by Dougl as Rosile?
A Yes.
Q \Were they all based on this 861 position?
A Yes.
Q ©Didthey all zero out the incone?
A Yes.
Q Directing your attention to Government's Exhibit 90-3,
okay, what is that?
A This is the summary of the 861 clains that were paid out
or appli ed.
Q ay. Wiat do you nean that these clainms were paid out or
appl i ed?
A They went through the systemand a refund was issued.
Q Do you nean the IRS actually sent out a refund in response
to these clains?
A The ones listed here, yes.
Q ay. And are these fol ks who were nenbers of Anerican
Ri ghts Litigators?
A Yes.
Q Oay. So what's contained in the various colums here?

A The left colum is the client, and you have the year, the

F012308 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

form nunber, the claimanount. There is a refund and appli ed,
so if either it was refunded or if they owed tax in other
years, part of that refund would be applied to their other tax
liability.

Q Does that nean if, for sone reason, they had some previous
liability, they mght not actually get a check?

A That's true.

Q But would they get credit for the tax sonehow on what they
previ ously owed?

A Yes.

Q ay. And what's the second-to-the-last colum?

A  The next colum shows that 20 percent was paid to ARL
where the client would have paid 20 percent of the refund to
ARL. And then the last colunn is the anpunt that was paid to
Dougl as Rosile from ARL for his 10 percent of the cut.

Q ay. Directing your attention to Governnment's Exhibit 88

and its subparts, what is that?

A  Ckay.

Q |Is that one of these client files?

A Yes, sir.

Q And whose is it?

A "Margaret Maicon" is on the folder. The correspondence

i nsi de says Law ence and Margaret Maicon.
Q ay. And taking a look back at Exhibit 90-3, do those

fol ks appear in your sumary of 861 clains that were paid out?
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A Yes, they do.
Q Okay. Now, at 88-1, is there a letter there from Dougl as
P. Rosile?
A Yes.
Q \Wat does the caption say?

O I'msorry. Wat does the |letterhead say?

A Douglas P. Rosile, accountant, slash, tax consultant, 452
A en Cak Road, Venice, Florida, 34293.

Q And to whomis it addressed?

A Internal Revenue Service, Chief Taxpayer Rel ations,

Atl anta, Georgia.

Q And what does the letter say?

A "Regarding Larry Micon, Forns 1040X 1997, 1998 and 1999.

"Dear Sirs: | amwiting on behalf of the above-
captioned taxpayer as the preparer of the above-captioned
return as to the status of the return. It has been
approxi mately four nonths since the return was/were filed and
the taxpayer has not received either the check or an
expl anati on as to when they can expect it.

"I have not enclosed a POA at this tine as you may respond
directly to the taxpayer. Sincerely yours, Douglas P.
Rosile."

Q Oay. Flipping forward in that file, do you see a letter
fromAnmerican Rights Litigators, "Dear Cient"?

A Yes.
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Q Please read that letter.

A "Dear dient: W have had many of our clients ask what if
| have paid noney during the last three years, can | get that
noney back. The answer nmight very well be yes. If you would
like to file current returns or anmended returns to try and get
refunds for the previous three years, an accountant that
assists our clients will prepare your return

"The request for a refund is based on the prem se that al
t axabl e sources of incone are listed in the Internal Revenue
Service Regul ation 26 CFR 1.861-8. The sources are prinarily
from Guam Puerto Rico, the Virgin islands, Merchant Marine
Act, et cetera. Enclosed is the conplete list, as well as
three activities that could generate taxable incone. If you
had noney comi ng from any of those sources, it would be
taxable. Please |let the accountant know if you had noney
com ng fromany of those sources or activities prior to filing
the return.

"The refund checks, if any should be issued, will cone to
you. The cost, 100 dollars per return, one 1040 return per
year, plus 20 percent of any noneys returned. In the event
you choose to anend or file payroll returns, the cost is 100
dol | ars per quarter process.

"Returns can be anmended for 1997 until April 15th, 2001
After that date, you can only amend back to 1998 to get

r ef unds.
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"The checks for processing the anmended returns shoul d be
nade out to American Rights Litigators or ARL. The conpleted
returns for previous years that you want to have anmendnents
processed and for all unfiled years nust be sent in with your
noney. The accountant will use the nunbers directly from your
returns. Do not send any receipts or other verification of
expenses or incone, except copies of W2's and 1099's. You
are making the deternmination of the taxability of the source
of your incone.

"If you have any questions, call the office and ask for
the accountant, Doug Rosile.

"Important note: Please understand that there are no
guarantees that you will receive any noney back. The anmended
or current returns will not be done by ARL staff, but rather
by the accountant, Doug Rosile. So if you have any questions

regardi ng any of the returns, please call and ask for

M. Rosile.
"The refund check will be sent to you nmade out in your
nane. The 20-percent portion of the refund will be on your

honor to pay it, as there is no contract. Sincerely, ARL
Staff."

Q Does this bear another one of these upside-down paid
stanps in the bottomright-hand corner?

A Yes.

Q And what figure is contained in the |eft-hand portion of
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that paid stanp?
A "2458."
Q Directing your attention to your sumary Exhibit 90-3 --
I"'msorry. Could you read that, read that paid anount again,
pl ease?
A "2458."
Q ay. Taking a look at your summary, 90-3, does that
contain a line for Lawence and Margaret Micon?
A Yes.
Q And in the refunded -- does that indicate that they had
sone anmount refunded?
A Yes, sir.

Q Oay. And what does it list as the 20 percent paid to

ARL?

A $2,458.

Q Is that the sanme anmount listed as paid on the stanp?
A Yes.

Q ay. Taking a look at CGovernment's Exhibit 89.

A  Ckay.

Q Wiat's the nane on that file?

A Robert Conbs.

Q And who do you know Robert Conbs to be?

A He is a revenue agent out of the Maitland office.

Q Is this afile kept at ARL on the revenue agent Robert

Conbs?
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A Yes.
Q Wat do you know about Revenue Agent Conbs' activities in
regard to Eddi e Kahn and ARL?
A \Well, he's been trying to do an exani nation, he was trying
to get books and records, he was trying to, you know, get him
to file tax returns.
Q Let's take a look forward in that file. It's at -- it's
this docunent called "Conditional Acceptance." It's at SW

255-00255. Do you see that docunent?

A Yes.

Q Oay. Wat's the date at the top of that docunent?
A March 1st, 2002.

Q And who is it fron?

A  Eddi e Kahn.

Q And who is it addressed to?

A Robert Conbs.

Q And what does it say about himthere?

A Regarding letter dated February 22nd, 2002.

Q Oay. Wat does it say after the nane Robert Conbs in the
"to"?

A Robert Conbs, d/b/a Tax Agent, Internal Revenue Servi ce,
850 Trafalgar Court, Suite 200, Mitland, Florida, 32751.

Q Oay. And what's it in regard to?

A Wll, this says "conditional acceptance."

Q I'msorry. There's an RE colum there.
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A Letter dated February 22nd, 2002.
Q And this is this conditional acceptance. Please read the
first paragraph of this docunent.
A "Thank you for your offer/draft of February 22nd, 2002
regardi ng the docunent dated February 22nd, 2002. This is a
timely response to your offer/draft. The undersigned does
hereby conditionally accept for value the offer/draft.
Hereinafter the offer/draft, all charges are conditionally
accepted for val ue upon statenent and proof of claimthat the
under si gned has contracted or volunteered to act as
accommodati on party, attornor, attornee, surety or bailie for
an artificial entity named Eddi e Kahn or any formof item
sonans for this nane."
Q Taking a look at the fourth paragraph, please read the
first two sentences of that.
A "Your failure to respond tinmely to the statenments and
questions attached hereto will be by operation of |aw deened a
commer ci al di shonor of the undersigned conditional acceptance
for value and his promise to performon any cl ai mdue the
I nternal Revenue Servi ce.

"You are hereby advised to consult with | egal counsel as
to the significance of such | egal dishonor. Your response to
the facts set forth herein by affidavit, true, correct,
conpl ete and not mi sl eadi ng, under penalty of perjury, must be

inlike form
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"If you cannot certify these conditions precedent to prove
your claimto your authority and your agreenent, or if there
is no response or an inconplete response on your part, that
wi Il be considered tender by the undersigned and
non- accept ance of paynent or offer to pay by you and/or the
principal and, thus, finally conclude this matter in | aw by
the agreenent of the parties.”

Q ay. And taking a look at the next page, what does the
| ast paragraph say?
A "Attached hereto please find two affidavits entitled

"Negative Avernent' and 'Certificate of Service' executed by

the undersigned regarding this matter."

Q And who appears to have signed it?

A  Eddi e Kahn.

Q And in what capacity?

A "Affiant in his private capacity, secured party, holder."
Q Oay. Now, flipping forward, we see this attachnment to
M. Kahn's letter, this notice of negative -- I'msorry --
"Affidavit of Negative Avernent." \What does it say it's in

support of ?

A "Conditional acceptance of March 1, 2002."

Q And what does the first paragraph say?

A "Cones now Eddi e Kahn, a living man, to nmake the foll ow ng
comerci al statenent pursuant to Matthew 5:34-37, KJV, and

under full commercial liability."
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Q ay. And what does -- |'Il just ask you about sone of
these itens. Wiat does Item 1 say?
A  "The undersigned, Eddie Kahn, is your affiant and over the
age of 18 years and is conpetent to testify."
Q And Nunber 77
A "Your affiant has not seen any proof of claim of
i nvol verrent in comerce or conmmercial activities with the
United States, U S A, Anerica, U S., Lake County, and the
State of Florida.
Q And Nunber 87
A "Your affiant is not accepting any insurance/assurance
benefits fromthe United States, U S. A, Arerica, US., or the
State of Florida."
Q Nunber 12?
A "Your affiant is the secured party/creditor over the
person/debtor naned in the offer/draft by way of a UCC
financing statenent filed with the Texas Secretary of State's
of fice under Registered File Nunber 01-0119657."
Q And Nunber 137
A "Your affiant has not seen a superior claimthat
controverts the UCC financing statenent identified supra
regardi ng the person/debtor Eddie Kahn, a transmitting
utility."
Q And taking a look at the affidavit of certificate of

servi ce on the next page, who was this sent to?
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A Robert Conbs, Internal Revenue Service; Valerie Liu,
Internal Revenue Service; and Jeffrey Ehrlich, area counse
for Internal Revenue Service.
Q ay. And who appears to have signed this affidavit?
A  Eddi e Kahn.
Q Oay. And taking a look at the next page, it's captioned
"Notice of Affidavit of Negative Avernent and Forfeiture of
Corporate I nsurance Benefits." Please read Itens 1 through 5.
A "The undersigned owes his highest alliance to his Creator
by way of the debt paid through his son, a kinsman redeener,
whi ch has redeened himfromthe bondage of the world into
whi ch he was birthed and has been delivered to this world as a
bond servant of his saviour and redeener.

"Two, Therefore, the undersigned heretofore, to wit, nunc
pro tunc, nust term nate, waive, decline forfeit all benefits
of the conpelled performance of the liabilities to al
admiralty contracts and comercial liabilities to these
corporations/nations: Vatican Cty, Crown of England, United
Nations, NWO, U S.A, US , United States, United States of
Anerica, Anerica, North America, State of Florida, Lake
County, and the Gty of Sorrento."

Q ay. Could you please read Nunber 4.
A "The undersigned is private, a living soul, not a public
vassal . "

Q And Nunber 5.
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A "The undersigned is exenpt fromlevy and holds all natural
rights due himby international law, |laws of the de jure
United States, 1789, et sequentes, Florida State, Lake County,
and Sorrento City."
Q And who seens to have signed this?
A  Eddi e Kahn.
Q ay. Flipping forward, there is a docunent there. It is
an I RS Departnment of the Treasury letter. This is dated
February 22nd, 2002.
A Yes.
Q Has M. Kahn attached this to his correspondence to the
| RS?
A Yes.
Q ay. And does it have one of these stanps on it?
A Yes.
Q Oay. | amjust going to direct your attention to sone of
the -- alittle bit of the text of the letter. This is a
letter to Eddie Kahn; is that correct?
A Yes.
Q ay. And what was the date of this letter?
A February 22nd, 2002.
Q Oay. And flipping forward, | guess, to page nine of this
docunent, it's at SW25500269. Ckay. Who signs here as a --
under " Sincerely"?

A There is no signature. It just has "Robert Conbs,
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Internal Revenue Service Agent."
Q Oay. And who is it cc'ed to?
A Mlton H Baxley, II.
Q Oay. And the stanp here is pretty good. Could you read
what that stanp says?
A "Conditionally accepted for val ue upon proof of claim
within ten days, date February 27th, 2002, signed Eddi e Kahn
Enpl oyer 1D Nunmber 45468-8645, exenpt fromlevy."
Q Has this stanp been placed upon a letter to Eddi e Kahn
from Robert Conbs of the Internal Revenue Service?
A Yes.
Q And has this been attached to this covering material we
were just going through, this conditional acceptance and this
negative avernent?
A Yes.
Q And was that sent back to the Internal Revenue Service?
A Yes.
Q Oay. So let's see if we can nmake out some of the text
here. Please read the first three paragraphs of the letter.
Well, who is it nmade out to? It says "dear" who?
Are you referring to the first page of the docunent?
First page of the letter, yes.
Dear Robert Conbs?

I"'msorry. So this is sent to Eddi e Kahn at what address?

> O >» O >

32504 Weki va Pi nes Boul evard, Sorrento, Florida.
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Q And it says: "Dear M. Eddie Kahn." Wat does it say
bel ow t hat ?
A "This is in reply to your correspondence dated
February 14th, 2002 to the Internal Revenue Service."
Q Al right. And what's the -- | guess -- do there appear
to be various citations to cases in here?
A Yes, sir.
Q Okay. Let's just take a look at the first couple of them
Coul d you please read the first one.

A The first paragraph after "This is in reply"?

Q Please read the first -- that paragraph and the one
fol | owi ng.

A "The Federal taxation system depends on correct" -- it's
got a stanp over it -- "assessnment of all taxpayers. Tax

returns are not vehicles for expressing personal, religious or
other beliefs. The Internal Revenue Service is not the
appropriate forum for expressing concern over governnent
spendi ng policies. Congress has found that unauthorized and
unf ounded tax protestations on returns significantly inpugn
the efficiency and integrity of the tax system MKee versus
Conmi ssi oner, 85 TC 9248."

Q And | guess taking a |ook at the rest of the text on the
first page, is that -- are those quotations fromlegal cases?
A Wll, yeah. There is Schiff versus Commi ssioner --

Q Just generally --
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A Yes. Yes.
Q And taking a | ook at the next page, page two of nine, is
that nore legal citations fromM. Conbs to M. Kahn?
A Yes, sir.
Q How about three of nine?
A Mre of the sane.
Q And does that go all the way in the sane fashion, all the
way through to page nine of nine?

| guess -- I'msorry; through page ei ght of nine?
A Yes, sir.
Q And then what does the text say on page nine of nine, in
cl osi ng?
A "This reply to your concerns with respect to the Code, the
authority of the Internal Revenue Service, and the
requirements to file incone tax returns and pay inconme tax is
conprehensive. There will be no further replies regarding the
validity of the Code or the authority of the Internal Revenue
Service to administer and enforce the laws. The courts have
stated in unison that such argunents are utterly w thout merit
and have absolutely no basis in | aw.

"As a revenue agent enployed by the Internal Revenue
Service, | amauthorized to conduct an examnation to
determ ne your incone tax liabilities. Your cooperation and
assi stance during such examnation is voluntary. | wll

initiate a determnation of your inconme tax liability based
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upon a reconstruction of records, docunments and information
obtained fromthird-party record keepers. Please be advised
that such a reconstruction might result inliabilities that
differ froma determinati on based upon your original books and
records.”

Q ay. Taking a look at 89-2, is that another letter from
Robert Conbs to Eddi e Kahn?

Yes, it is.

What's the date on that?

March 22nd, 2000.

And taking a look at the first paragraph, what is

Conbs trying to do here?

> £ 0O >» O »

"The Internal Revenue Service has no record of receiving
incone tax returns for the years listed for the encl osed
letter 729. Please refer to such letter and respond as
requested. Your Federal inconme tax liability for the year
endi ng 12/ 31/98 has been assi gned for exam nation. An
appoi nt nent date has been set for such exanination."”

Q Oay. And -- okay. Taking a |look forward to Exhibit 91
ARL Trust binder, do you have that before you?

A | amgetting that. GCkay.

Q Thisis -- is this what it says on the spine of the

bi nder, "ARL Trust"?

A Yes, sir.

Q ay. Taking a look at the first -- | guess it would be
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the second page inside of it. There is a docunent called the
"American Rights Litigators Irrevocable Trust Agreenent."
It's at SW 04400687.

kay. What does the first paragraph of this say?
A "This agreenent of trust, effective the 27th day of
July 1996, docunents an agreenent between Mark Rodgers,
Grantor, and Eddi e Kahn, Executive Trustee."
Q ay. Taking a look at Paragraph 2, what's the first
sentence there?
A "The Grantor does hereby irrevocably transfer and assign
unto the Trustee assets as set forth on the attached Exhibit A
to have, to hold and to operate in trust, subject to all of
the terms and conditions hereinafter set forth."”
Q Oay. And there is -- if you I ook below there, there is a
subpart with the nuneral "2" in front of it. Could you please
read the first sentence of that.
A "The Trustee shall operate the business herein acquired as
referenced in Exhibit A and invest the trust estate,
including all inconme derived therefromfor the benefit of BHL
Trust and its beneficiaries.”
Q ay. And taking a |ook at Paragraph Nunbered 3, what
does that say?
A "Upon the death of Eddie Kahn, the property conprising
such trust estate, whether principal or accunul ated inconeg,

shal | be divided and apportioned by the Trustee into separate

38
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accounts equal in nunber to the nunber of beneficiaries |isted
in ltem2 above."

Q ay. And turning to page seven of the docunent, this is
SW 04400693, |Item Nunber 11, please read that.

A "The trust hereby created shall be deenmed a pure, private,
non-statutory, non-associated, unincorporated business trust
organi zation, conmonly known as a Massachusetts trust, and
shall in all respects be governed by the |aws of Florida,

unl ess said |laws conflict with the common | aw under which this
agreenent was created."

Q And please read the second-to-the-Iast paragraph, Nunber
16.

A "No docunent, record, bank account or any other witten
information dealing with the internal affairs of this trust
shall be disclosed to any third party, except upon forna
witten approval of the witten beneficiaries."

Q ay. And who appears to have signed here, if you can
nmake out any of these names?

A Allen Tanguay, Mrk Rodgers, Thomas Roberts, and Eddie
Kahn.

Q And in what capacity does Eddi e Kahn sign?

A  Executive trustee.

Q ay. Taking a look at the first page of 91-5, Wat does
that say?

A  "This docunent, pursuant to the God-given, unalienable

39
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rights of individuals, and as presently secured by the
Constitution for the United States of America by common | aw
right of contract, creates American Rights Litigators, a pure,
private, non-statutory, non-associated, unincorporated
busi ness trust organi zation, UBTO. "
Q Taking a look at Exhibit 91-1, does this binder also
contain an I RS docunent ?
A Yes, it does.
Q This is at SWO0440677. Okay. Wat is that docunent?
A This is a letter fromthe Internal Revenue Service,
Atlanta, Georgia, to Anerican Rights Litigators, to Eddie
Kahn, executive trustee.

"We have assigned you an enpl oyer identification nunber,
EIN."
Q ay. And what's an EIN?
A It is an enploynent identification nunber. It is like a
Soci al Security nunber for an individual, but it's for a
busi ness.
Q And what purpose does the EIN serve for the Interna
Revenue Service?
A Wll, that's how they would file any tax returns and keep
an account on that business or entity.
Q ay. If the business had enpl oyees, what role would the
EIN play with the | RS?

A | guess for Social Security purposes.

40
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Q Does it allow the business to report the tax matters of
the enployees to the Internal Revenue Service?
A That's correct.
Q ay. And what does it say -- taking a |look at the mddle
par agraph, what does it say there, "based on"?
A "Based on the information shown on your Form SS-4, you
nust file the following forns by the date we show. Form 1041,
April 15th, 1997."
Q Taking a look at Exhibit 92, taking a | ook at the
| etterhead, where does this letter originate?
A This is from Affordabl e Accounti ng Tax Servi ce.
Q And in the course of your investigation, did you cone to
know anyt hi ng about the Affordable Accounting Tax Service?
A Wll, this is the tax service that Douglas Rosil e operated
out of Venice, Florida.
Q And what's the date on this letter?
A My 1st, 1997.
Q And to whomwas it addressed?
A It is addressed to Anerican Rights Litigators, Munt Dora,
Florida, to M. Kahn.
Q And please read the text of it.
A "l have been trying to reach you or your office by phone
and fax since April 20th. | have a potential problemwth the
IRS that | would like you to handl e, slash, represent ne. |

realize you may be busy or that ny problem may not be one you
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want to tackle, but | certainly was inpressed with your
presentation in Cearwater on the 18th. M being an
accountant does not reflect sone |ove of the IRS or the
Federal bureaucracy, but nore a | ack of know ng what the | aw
really is. | can assure you |l hate the IRS

"I would certainly like to have you speak to a group of ny

clients and | would also like to hire you to represent nme and

the conmpany | work for. After hearing your remarks, | may
never file another tax return. If you would |Iike to have
branch office here in southwest Florida, | would be very

interested in working it for you. Please contact nme as soon
as possible."

Q ay. Now, the signature is blacked out on this docunent,

is it not?

A Yes.

Q Is that the way it cane when you seized it?
A No.

Q ©Ddyou take a ook at the incone tax returns for

Af f ordabl e Accounti ng?

A | did.

Q And who signs for Affordabl e Accounting as the operator of
t hat busi ness?

A Dougl as Rosile.

Q Taking a look at Governnent's Exhibit 94, file titled

"Doug Rosile," does this file contain correspondence
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Litigators?

A There is letters to that effect.

Q kay. Let's take a look at 94-3.

A  Ckay.

Q Oay. Wat's the caption on this docunent?

A  "Agreenent between Doug Rosile and ARL."

Q And 1 through 5, please read the provisions of this
agreenent .

A "One, Doug gets paid 100 dollars for each day he works at
the ARL office.

"Two, Doug gets paid 50 dollars for each return that he
prepares and files for ARL clients.

"Three, ARL gets 50 dollars for each return that Doug
prepares and files for ARL clients.

"Four, Doug gets paid 10 percent of noneys refunded to ARL
clients for returns that he prepared and fil ed.

"Five, ARL gets 10 percent of noneys refunded to ARL
clients for returns that Doug prepared and filed."
Q Please carry on
A "Refund noneys to be paid within 45 days of receipt by
ARL.

"Doug will answer phone calls regardi ng anended returns
and normal tax inquiries.

"Doug will be in the ARL office two to three days a week

43
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and will work with Renee or whoever is assigned to work with
hi m regardi ng anended returns and will informher of his ARL
wor ki ng schedul e at | east two weeks in advance." And: "As of
March 13th, 2001."
Q Oay. And this is -- it's got signature blocks for which
i ndi vi dual s?

A Eddi e Kahn, general nanager, ARL, and Doug Rosile.

Q ay. Taking a look at the last -- or I'msorry -- at
94- 4.
A Yes.

Q Does this appear to be sone accounting of paynments due to
Doug Rosil e?

A Yes, sir.

Q Al right. Wat are -- what's contained in the first

col um of this docunent?

A Check nunber.

n

Q ay. And then under "nane," do you renenber -- do you
recogni ze the nanmes of these individuals |isted here?

A Yes.

Q Oay. Are these sone of the individuals that are
contained in the sutmmary of clainms that we were | ooking at
earlier?

A Yes, sir.

Q And just indicate what the header is for each of the

remai ni ng col ums.
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A You have "anount received," and you have "due to ARL," and
then you woul d have "due to Doug," and then there is a "Doug
paid," and "M Ilton paid."

Q ay. Taking a look at Exhibit 95, just what does the
caption, the label on the file say?

A It says "anmended return."

Q ay. Contained within that, are there various subparts
that contain checks?

A Yes.

Q Let's look at sone of those. Let's take a |look at 95-1.
kay. The itemon the bottom what does that appear to be?
A This is a check to Anerican Rights Litigators fromJ.
Psenci k Enterprises.

Q &ay. And in what anmount?

A $5,265.80, it |ooks Ilike.

Q ©Did these folks manage to get a refund with one of these
861 returns?

A Yes.

Q Wat's the item above it?

A That is a check from Anerican Rights Litigators to Doug

Rosi | e.
Q In what anpunt?
$2, 632. 90.

A
Q And for what?
A

That would be in for -- it says "Psencik."

45
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Q

46
Is that the sanme nane as the people who paid ARL?
Yes.
And who signed that?
Eddi e Kahn, trustee.
kay. Taking a look at 95-2, is that another accounting
refunds and anot her check to Doug Rosil e?
Yes, it is.

kay. And which account is the check drawn on, or in

whose nane is the account?

A It's Arerican Rights Litigators.

Q And what is the anmpbunt of the check?

A $1,963.

Q And what's the date?

A  Septenber 20th, 2001.

Q And who was it signed by?

A  Kat hl een Kahn.

Q And who do you know Kat hl een Kahn to be?

A Eddie Kahn's wfe.

Q Taking a look at Exhibit 95-4, what is that?
A This is a check from Anerican Rights Litigators to Doug
Rosi | e.

Q And in what anmount?

A $1,100.

Q And what does it say it's for?

A Twenty-two returns.

F012308 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

47
Q Oay. And is that signed by Kathleen Kahn agai n?
A Yes.
Q Taking a look at 95-5, is this sonme accounting of what was
pai d to Dougl as Rosile?
A Yes, it is.
Q And how nany pages long is it?
A | have three pages.
Q And directing your attention to Exhibit 95-6, this is a
menor andum t o Doug Rosil e?
Yes.
Wio is it fron®
Ami e.
Who do you know Amie to be?
Vell, Am e Bennett worked in the ARL offices.
kay. What's the date of this?
March 25t h, 2002.
And what's it in regard to?

Bockrat h percent on refund.

o r» O » O » O r O P

Now, is Bockrath the nane of sonme of these people who
nmanaged to get refunds with these 861 returns?

A | believe so, yes.

Q Oay. Now, taking a |look at the text, please read what
the meno says.

A "Doug: Enclosed you will find Check Nunber 1227 in the

anount of 500 dollars. This is your 10 percent on the check

F012308 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

48
that the Bockraths sent for their return refund. Thank you,
Amie."

Q Oay. And taking a look at the next, the next page, is
that this check from Bockrath, and then a check fromARL to
Doug Rosil e?
A Yes.
Q And does the anobunt of the check to Doug Rosile anount to
hal f of what was paid to ARL?
A Yes.
Q ay. And what was the date of the check from Aneri can
Rights Litigators to Doug Rosil e?
A March 25th, 2002.
Q Taking a |l ook at Exhibit 97.

MR, McLELLAN: May it please the Court, would the
Court consider a norning break at this point?

THE COURT: Yes. It is the niddle of the norning,
nmenbers of the jury. Let's pause for our norning break.

(Short recess was taken.)

(Jury present.)

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

Al right, M. MLellan. You nay continue.

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

Q Special Agent Lalli, directing your attention back to
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Governnent's Exhibit Nunber 92 -- do you have that there? --
this Affordable Accounting letter to Eddie Kahn, | -- 1'd
asked you earlier about the bl acked-out signhature --
A Yes, sir.
Q -- on this docunent. | think my question m ght not have
been clear. Did you black-out the signature on that exhibit?
A. No, | did not.
Q Was it blacked out in that way when it was seized at ARL?
A, Yes.
Q Is it ever the practice of IRS crininal investigation to
change sei zed evidence in any way?
A, No, sir.
Q ay. Moving back to Governnment's Exhibit 97, what's the
name on that file?
A, This has "determination list."
Q How thick would you say that file is?
A, An inch or so.
Q kay. Taking a look at Exhibit 97-1 and the itemat the
top of that page, is that a check?
(Pause.)
Yes, it is.
kay. And what's the date on that check?
June 19, 2001.

kay. And on whose account is it drawn?

> ©o >» O >

It's on a MIton H Baxley |law office | OTA trust account.
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Q It's $275 to whon?

A.  The Internal Revenue Servi ce.

Q Oay. And what's the -- in the fourth line there, what is
it -- what does it say for "for"?
A. "Fee for determination letter, Wsley Snipes."

Q Oay. And taking a look at the itembelow that, is it --

isit simlar?

A, Yes.

Q ay. And what does this one say for who it's for?
A. This is for determ nation fee for James WAl nsl ey.

Q ay. And what about the one bel ow that?

A It's a determnation fee for Garrett Hawks.

Q ay. |Is the next page full of checks like that?
A Yes, sir.

Q And the next page?

A, Yes.

Q And the next page?

A, Yes.

Q And taking a | ook at the pages before that item are there
several pages of these checks with -- designated

"determination" for other people?
A Yes, sir.
Q Do you see --
MR. McLELLAN: Beggi ng the Court's indul gence.

(Pause.)

50
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BY MR MLELLAN:

Q Okay. At 97-2 -- do you have that exhibit in front of

you?
A Yes, sir.
Q Cay.
-- is this still inthe file called "determination list"?
A, Yes.
Q Oay. Is there -- do you see a list of clients there?
A, Yes.
Q Are they all nunbered?
A, Yes.
Q And what are do the nunbers go up to?
A Fifty-three.
Q And is there actually another one witten in at the bottom
t here?
A, Yes.

Q ay. And what are the other columms in this docunment?
A. There's a "client” colum with the names of the clients.
There's a "paid" colum and there's a "sent" col um.

Q Oay. And directing your attention to Line 7, whose nane
is there?

A.  \Wesl ey Snipes'.

Q And is there an "X' under "paid" for Wsley Snipes?
A, Yes.
Q

Taking a | ook at Exhibit 98-1 --
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A Yes, sir.
Q =-- whois this letter fron®
A.  The Departnent of Treasury, Internal Revenue Service,
Washi ngt on, D.C.
Q Oay. And to whomis it addressed?
AL Mlton H Baxley, II.
Q At what address?

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

32776.

Q Wat was at that address?

A. Anerican Rights Litigators.

Q Oay. And what's the date on this letter?

A It's dated Cctober 1, 2001.

Q Please read the text of the letter.

A. "This refers to your letter dated July 25, 2001, addressed

to Chief Counsel requesting a determination letter. Your
request has been forwarded to this office for reply, and we
regret the delay in responding to your inquiry. Revenue
procedure 2001-1 addresses the procedures and the requirenents
of requesting letter rulings, deternination letters and
information letters and explains the force and effect of each
type of letter. Based upon Chief Counsel's interimresponse,
a copy of this procedure was forwarded to you.

"Section 6 of Revenue Procedure 2001-1 sets forth the

circunstances in which the director or area manager nay issue
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determ nation letters. Directors issue determ nation letters
only if the question presented is specifically answered by
statute, tax treaty or regulation, or by a conclusion stated
in a revenue ruling, opinion or court decision published in
the Internal Revenue Bulletin.

"The revenue procedure further states that in incone and
gift tax matters directors may only issue determ nation
letters on conpleted transactions that affect returns over
whi ch they have exam nation jurisdiction.

"We have checked our files and found that M. Snipes has
not filed returns for the years 1999 and 2000. Since these
returns have not been filed, they are not under the
jurisdiction of the area nanager.

"Regrettably, since your request does not neet the
requi rements of Section 6 of Revenue Procedure 2001-1, we
cannot respond to your concerns.

"Based upon the above, we are returning your check and a
copy of your letter for reference. |f you have any questions
regarding this nmatter, please don't hesitate to call Brian
Casal ly, Technical Advisor, at 213-576-3994."

Q And who is this letter copied to?

A.  Wesl ey Snipes.

Q Wo does it appear to be signed by?

A. Teresa Franklin, Director, Area 16, SB slash SE,

conpl i ance.
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Q Wat is SB SE?
A. Those are, | believe, different areas of exam conpliance
areas. |'mnot sure what the initials stand for.
Q Thank you.

Taking a | ook at Exhibit Nunmber 99, specifically 99-2,
what is that?
A. This is a Pitney-Bowes delivery service record.
Q And what's the nane on it?
A. It says "Anmerican Rights Litigators."
Q ay. And then taking a | ook down below, there's a colum
there that says "serial nunber."”
A, Yes.
Q Wat's the first nunber that appears in that "serial
nunmber " col um?
A It says "5521990."

MR, McLELLAN. May Governnent's Exhibit 64-2 please
be published, clicking forward to the envel ope, focusing on
the. ..

BY MR MLELLAN:

Q Do you see a nunber there followed -- on this Pitney-Bowes
postage neter stanmp following PB? Do you see that nunber?

A, It's 5521990.

Q Is that the sane nunber as on this American Rights
Litigators' Pitney-Bowes delivery service record?

A.  Yes, sir.
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Q Taking a look at Exhibit 101, let's take a | ook at the
caption of this docunent. Wat does it say up at the top?
A It says "Ofice of the Presiding Overseer of the Quiding
Light of God Mnistries and successors, a corporation sole.”

Q Oay. And what's -- what is -- what sort of notice is

t his?

A It's a rem nder notice for annual donation.

Q ay. And who's being rem nded here?

A.  Wesl ey Snipes.

Q And does it give a patron nunber?

A 2586.

Q Is that the sane as Wsley Snipes' client nunber with

American Rights Litigators?

A, Yes.

Q \Wat expiration date does it give for his nenbership?
A, March 1, 2004.

Q Directing your attention to Exhibit 102, let's take a | ook
at the label on that file.

A.  The |l abel says "Wes FL information" -- "info."

Q ay. Please flip through the contents of that file.
Does that pertain to docunents having to do with Wesl ey
Sni pes?

A, Yes.

Q Do they have to do with his dealings with the State of

Fl ori da Departnment of Revenue?
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A, Yes.
Q kay. Taking a look at Exhibit 103, let's take a | ook at
the | abel on that file.
A. This is "1.861, Ws."
Q Were have you seen that 1.861 designation el sewhere in
this case?
A Wll, that's what's designated on the second page of the
For m 1040X cl ai s.
Q Oay. Now, | think that there are Post-It notes invol ved
here. Taking a look at the first page of what's in this file,
do you actually have a letter -- I'msorry -- a fax cover
sheet that has Post-It notes on it before you?
A. They are to the side of the folder.
Q I'msorry. So these Post-It notes appear on the inside

cover of this folder, is that correct?

A, Yes.

Q ay. And what -- can you nake out what the first one
says?

A. It says "Tom Roberts." It says "Mchael Canter, Ron

Starr," and then "212-759-6556."

Q And what does the other one say?

A, "Send" -- | can't nmake that -- "Attention: M chael
Canter, Amen RA Filnms, 212-759-8775, fax," and then underline
and then it has "Wsley."

Q Oay. And taking a look at the next page in there, is
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that an ARL fax cover sheet?

A Yes.

Q And who is it addressed to?

A.  Mchael Canter.

Q Wois it fronf

A.  Eddi e Kahn.

Q And what's the date of it?

A, March 8, 2000.

Q Al right. Please read the text there underneath the
"coments. "

A. "Hi, Mchael. Enclosed are prefaces of the code and a

bri ef explanation of the taxable sources of incone. Please

refer to Title 26, Code of Federal Regul ations, Section 1.861

for further information. |If | can be of any further

assi stance, please contact me or ny office nanager, Allen."

Q

Okay. Taking a look at the docunents that follow are

those various | egal -1ooking citations?

A

Q

Yes, | guess you would call it that.

kay. Do you have Governnent's Exhibits 104 and 105

bef ore you?

A

> O > O

Yes.

Let's take a |l ook at 104. Do you recogni ze that docunent?
Yes.

Were you there when that docunent was executed?

Yes, | was.
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Q Wat isit?
A. This is a handwiting exenplar for Douglas Rosile.
Q ay. And how many pages is there in that exenplar?

(Pause.)
A. There appears to be 17.
Q ay. And what's on those pages, just generally?
A.  Nanme, address, the al phabet, different nanes to wite out,
different paragraphs to wite out, days of the week, nunbers
to spell out, numbers to wite out.
Q D d Douglas Rosile provide that handwiting exenplar?
A, Yes, he did.
Q And what were the circunstances under which he provided
t hat exenpl ar?
A, Well, he was subpoenaed to conme to the U S. Attorney's
O fice in Jacksonville and sat dowmn with me and conducted this
exenpl ar .
Q Oay. And what is the purpose of -- let me ask you this:
Are these exenplars routinely taken in tax cases?
A. They are.
Q And what are -- what's the purpose of it?
A. To deternine whether or not the person signing the returns
or docunents with the IRS is the actual person.
Q ay. Taking a look at Government's Exhibit Number 105,
is that another one of these handwiting exenplars?

A Yes, it is.
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Q W provided the exenplar?

A.  \Wesl ey Sni pes.

Q Again, were you present when it was provided?

A Yes, | was.

Q And what were the circunstances of the production of that
exenpl ar ?

A. The sanme. He was subpoenaed to cone to the U S.

Attorney's Ofice in Jacksonville and did so.

Q And approximately how many -- | shouldn't say
approxi mately -- how many pages long is that exenplar?
(Pause.)

A.  This one's seven.
MR. McLELLAN: Beggi ng the Court's indul gence.
(Pause.)
MR McLELLAN: That's all for this witness at this
ti me, Your Honor.
THE COURT: M. Barnes?
MR. BARNES: Yes, Your Honor. Thank you.
CROSS- EXAM NATI ON
BY MR BARNES:
Q Good norning, M. Lalli.
A. Good norning, sir.
Q Wat -- the Fifth Arendnent advi senent that was referred
to earlier, it's called advice of rights, correct?

A. That's correct.

F012308 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q And could you read for the jury or tell the jury what that
exactly says, verbatin®

| can read it fromny rights card, if you w sh.

Sure. Co ahead. Take it out.

Wul d you li ke non-custodial or custodial?

Whi ch one did you read to M. Snipes?

Bot h.

kay. Read bot h.

> o0 >» O » O >

"Non- cust ody statenent of rights. At the outset of your
first official neeting with the subject of an investigation,
identify yourself as a special agent of the IRS and produce
authori zed credentials; then state, As a special agent, one of
nmy functions is to investigate the possibility of crininal
violations of the Internal Revenue |laws and rel ated of f enses.

"I'n connection with ny investigation of your tax liability
or other matter, | would like to ask you sone questions.
However, first, | advise you that under the Fifth Anendnent to
the Constitution of the United States | cannot conpel you to
answer any questions or to submit any information if such
answers or infornmation might tend to incrimnate you in any
way .

"l also advise you that anything which you say and any
docunents which you subnmit may be used agai nst you in any
crimnal proceedi ng which may be undertaken.

"l advise you further that you nmay, if you wi sh, seek the

60
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assi stance of any attorney before responding. Do you
under st and these rights?"

The in-custody statenent of rights: "Before we ask you
any gquestions, it is my duty to advise you of your rights.

You have the right to remain silent. Anything you say can be
used agai nst you in court or other proceedings.

"You have the right to consult an attorney before naking
any statenent or answering any question, and you may have an
attorney present with you during questioning.

"You may have an attorney appointed by the U S. Mugistrate
or the Court to represent you if you cannot afford or
ot herwi se obtain one.

"If you decide to answer questions now with or without a
| awyer, you still have the right to stop the questioning at
any time or to stop the questioning for the purpose of
consulting a | awer.

"However, you nay waive the right to advice of counsel and
your right to remain silent, and you nay answer questions or
nake a statenment without consulting a |awer if you do" -- "if
you so desire."

Q So you informed M. Snhipes that he had the right not to
subnmit any infornation to you or the IRS after that date,
correct?

A. That's correct.

Q And you told himthat any information he submtted could
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be used against himin court, correct?
A. That's correct.
Q In fact, you are aware that a special agent gave the sane
advi senment of rights to M. Rosile.
A. That was ne, yes.
Q Exactly.
And after that, M. Rosile chose to file sone backdated
returns that he had not previously filed, correct?
A. That's correct.
Q And, in fact, those very returns are being used agai nst

himin this court in this very proceedi ng today?

Had you net with him previously?
No.

Had you tal ked to himon the phone previously?

A. | don't know if they have been presented yet but...
Q They have been adnitted into evidence.

A Ckay.

Q That was your very first neeting with M. Snipes, correct?
A, The --

Q That was --

A I'msorry?

Q -- your first personal interaction with hin®

A.  On the phone?

Q Yes.

A Yes, sir.

Q

A

Q

62
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A.  No.
Q Had you sent hima letter advising himthat you were not
going to regard his power of attorney anynore prior to that
neeti ng?
A.  No.

Q Do you know if M. Snipes had received any conference

concerning his civil remedies or civil issues prior to that
neeti ng?

A At that time, no.

Q Had he received any audit prior to that neeting?

A, Not that | know of.

Q Had he received any appeal prior to that neeting?

A, Not that | know of.

Q Had he received any notice of deficiency prior to that

neeti ng?
A, Not that | know of.
MR. BARNES: Let's go to Governnent Exhibit 87-11.
Can we blow up the top half?
BY MR BARNES:
Q This was an affidavit of inconpetency filled out by
M. Snipes, correct?
A Yes, sir.
Q And it was filled out prior to your neeting with him
correct?

A It was in his client file, so | assume so, yes.
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Q And the first letter that referenced this was of March of
2000; do you renenber that?
A, Yes.
Q And in that letter he said that he -- in this affidavit he
says he does not understand Title 26 of the Internal Revenue
Code and does not understand Title 26, Code of Federa
Regul ati ons, correct?
A. That's what it says.

Q How I ong have you been an enpl oyee of the Internal Revenue

Service?

A.  For over 20 years.

Q Have you ever read the entire Internal Revenue Code?

A, No, sir.

Q Have you ever read the entire Internal Code Regul ations?
A, No, sir.

Q Do you know of any IRS agent that ever has?

A. | don't know who woul d, no.

Q M. Snipes is not a Certified Public Accountant, correct?
A. Not that | know of.

Q He's not an attorney, correct?

A, Not that | know of.

Q And inthe letter -- he wote a letter to the IRS

informing themthat he was relying on his power of attorney,
correct?

A. | believe so.
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Q Earlier you were asked about pertinent docunents. Did you
find anything in the ARL file where ARL asked for anything
fromM. Snipes that M. Snipes did not provide to ARL?

A Al | found was his client file that we discussed and a
yel | ow f ol der

Q So there was no letter in there fromARL to M. Snipes
asking for any docunents that he failed to provide?

A | don't know if ARL requested that. | think there was
something to sone effect that he was sending the docunents
or..

Q He sent the docunents that they requested?

A, Yeah.

Q Would you consider -- if soneone had been advi sed that
they can file a refund claim would you consider their prior
tax filings pertinent docunents?

A, Un-huh. Yes.

MR. BARNES: Could we go to Governnent Exhibit 87
starting at SW5-3430? It will be 87SW096-033 -- I'msorry --
- 0340.

BY MR BARNES:

Q Ddyoufind this information in the ARL file of
Sni pes?

| believe that's correct.

And does it involve -- is it an IRS printout sheet?

> O > X

It appears to be.

65
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Q And does it list various anmounts that had been previously
reported for M. Snipes?
A, Yes.
MR. BARNES: Can we go to the next page?
BY MR BARNES:
Q Is this another IRS printout sheet?
A, Yes.
Q And does it also have various ampbunts that have been
previously reported by his former CPAs for M. Snipes?
A, Yes.
MR. BARNES: Can we go to the next sheet?
BY MR BARNES:
Q |Is that a simlar kind of docunent?
A Yes, sir.
MR. BARNES: Can we go to 3440? Can we go to the
top?
BY MR BARNES:
Q Does this appear to be a -- the tax -- a tax return
previously filed for M. Snipes -- part of a tax return
previously filed for M. Snipes?
A Yes, sir.
Q And this was in the ARL file, correct?
A, Yeah, | believe it was.
MR. BARNES: Can we go to the next page?

BY MR, BARNES:
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Q This is part of that sane forner return?
A Yes, sir.

MR. BARNES: Next page?
BY MR BARNES:
Q Part of the sane forner return?
A Yes, sir.

MR. BARNES:. Next page?
BY MR BARNES:
Q Part of the sane forner return?
A Yes, sir.

MR, BARNES: Next page.
BY MR BARNES:
Q Part of the sane forner return?
A Yes, sir.

MR. BARNES: Next page?
BY MR BARNES:
Q Part of the sane forner return?
A Yes, sir.

MR. BARNES: Next page?
BY MR BARNES:
Q Part of the sane forner return?
A Yes, sir.

MR. BARNES:. Next page?
BY MR BARNES:
Q Part of the sane forner return?
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A Yes, sir.

Q So, infact, inthe ARL file was a bunch of docunents

related to prior tax returns and inconme information that ARL

had concerning M. Snipes, correct?

A.  For that year, yes.

Q And would a person's prior tax filing reporting be

consi dered pertinent docunments for the purposes of |IRS

records?

A Wll, toreviewthat it wuld be, yeah

Q You nentioned that there were several ARL clients who --

how many ARL clients -- well, one question before that.
M. Snipes was not an enpl oyee of ARL, correct?

A, Not that | know of.

Q He was not a director of ARL, correct?

A, Not that | know of.

Q He was a fee-paying client of ARL, correct?

A. Correct.

Q And there were thousands of other fee-paying clients

across the country, correct?

A. Correct.

Q Sone of those clients also filed 861 refund requests,

correct?

A.  They did.

Q And sone of themreceived refunds?

A.  True.
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Q And you were aware that M. Kahn and ot her nenbers of ARL
advertised the fact that other of their clients were receiving
refunds, correct?
A.  True.

MR, BARNES: Can we go to Governnent Exhibit 64-2?
Can we go to the botton? Can we highlight the jurat section?
BY MR BARNES:
Q M. Snipes, when he signed this, said that he coul d not
under penalties of perjury say whether or not accountant
Rosile's position was true, correct?
A. \Well, based on what that is, that's an insertion but
that's -- if you read that --
Q That's what it says?
A. That's what it says.

MR. BARNES: Can you bl ow up the signature sections
of both M. Snipes and M. Rosile?
BY MR BARNES:
Q Does the date listed appear to have been witten by the
same -- by M. Rosile who signed bel ow?
A. It appears to be.
Q And do you know whet her M. Snipes saw the entire return
prior to his signing it?
A. | have no idea.

MR. BARNES: Can we go to the next page? Can we go

to the bottom ni ddl e and hi ghlight "anounts previously
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reported"?
BY MR BARNES:
Q There's a difference, is there not, between soneone naking
a factual claimon a return and sonmeone nmaeking a legal claim
on a return, correct?
A | don't know.
Q You don't know?
A.  No.
Q Wat does that say by "anmounts"?
A. "Amounts previously reported not froma taxable source per
26 CF.R 1.861-8 paren F paren 1."
Q So it does not say that M. Snipes never received any of
t hese nonies, correct?
A. | can only say what the statement is, sir. | -- | --
Q The statenent is that the anpbunts that were received and
reported are just not froma taxable source per this |egal
interpretation of a regulation, is that --
A. They are claimng that it's not froma taxabl e source.
Q Correct.

MR. BARNES: Can we go to the next page? Go to the
t op.
BY MR BARNES:
Q This is a page M. MLellan did not have you read, but |
want to highlight the top under "regul ation disclosure

statenent." \What does that say?
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A. "Use this formonly to disclose itens or positions that
are contrary to Treasury regul ations."
Q So this was attached to the return, correct?
A. Unh-huh
Q And it said that this return was being subnitted and it
was contrary to Treasury regul ations, correct?
A Well, that's what the statenment says, yes.
MR. BARNES: Can we go to the next page?

BY MR BARNES:
Q Was this an attachnment that was included with this
request ?
A Yes, sir.
Q Can you read fromthe top all the way through the first
four paragraphs?
A. "This return is being filed on the basis of the IRS
Regul ation 26 C.F. R 1.861-8 which identifies all of the
taxabl e sources of income within the United States of Anerica
as far as | have been able to deternine. None of the receipts
of this taxpayer canme from any of these sources.

"Since according to 1.861-8 paren four the taxable source
must first be determ ned before taxable income can be
determ ned, these receipts nmust therefore be exenpt from
Subtitle A taxes. The calculation on the attached 1040,
paren, 1040X form reflect that position

"Based on those cal cul ati ons, these should be" -- "there
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shoul d be a conplete refund of all nonies paid in. Should the
I RS disagree with this position, please schedule an
Admi ni strative Law Judge review on this matter pursuant to the
Admi nistrative Procedures Act, 5 U S.C. 556 paren D.

"The I RS, under the Freedom of Information Act, has
admtted that it is subject to the Adninistrative Procedures
Act. That being the case, the courts have ruled in nunerous
cases that we would be entitled to a fair trial
adm nistratively. Sonme of the rulings are listed bel ow "

Q D d M. Snipes ever receive an Admnistrative Law Judge
revi ew?

A. | don't know if he did or not.

Q ay. You told himhe was under crimnal investigation
before you even found out if he did?

A. Right.

Q And does this also have a quote of a court case? |
believe M. MLellan called them "l egally-Iooking citations."
A.  Are you speaki ng about Russell Newran Manufacturing
Conpany?

Q Exactly, all of these court cases here.

A. Right. R ght.

Q And those are simlar to the kinds of court cases that the
IRS said in a fewletters to M. Kahn or M. Rosile?

A. | believe so, yes.

Q And when you were searching for the letters that were from
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the IRS to M. Kahn or M. Rosile citing court cases, did you
find them placed in a "funny box"?

A.  You know, | don't know what the "funny box" is, sir. I'm
a crimnal investigator, and I'm-- |I'mnot at the Service
Center. And | don't know the processes of --
Q If you --

MR, McLELLAN:  Your Honor --
BY MR BARNES:
Q ©Oh. Go ahead.

MR, McLELLAN: -- the witness isn't being allowed to
answer the questions.

THE COURT: You interrupted him M. Barnes.

Fi ni sh your answer, Agent Lalli.

THE WTNESS: | don't know what | was going to
finish.

THE COURT: Put anot her questi on.
BY MR BARNES:
Q If sonmeone's going to challenge total tax liability, then
one procedure to do so is to put zero on a 1040X, correct?
A. | guess they could do that. | don't knowif that's the
way to do it, but | guess they could.
Q Ckay.

MR, BARNES: Can we go to Governnent Exhibit 87-207?
BY MR BARNES:

Q This was a letter attorney -- Attorney MlLellan asked you
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about this. He nentioned the nane. Wat -- M. Baxley is a
| awyer, correct?

A Yes, sir.

Q Ckay.

A, Was a | awyer.

Q The -- can you read what it says under "ny request is
this"?
A. "Please issue a letter of determ nation as to whether or

not ny client was nmade liable for the individual incone tax
i mposed by 26 U.S.C. Section 1 for each of the above-Ilisted
years."

Q And the next paragraph?

A. "l hereby request a copy of the findings of fact and
conclusions of law that you will use as a basis of your
determ nati on pursuant to the Administrative Procedures Act,
specifically 5 U S.C. 556 paren D. | ask for the

determ nation letter to be sent within 30 days of the date on
this letter. |If nore tine is needed, please nake a witten
request and it will be granted."

Q Do you know if any such findings of fact and concl usi ons
of law were ever sent to M. Snipes prior to your notice of
crimnal investigation?

A. | don't know.

Q ©Did you do any research to do that before you put

M. Snipes under crimnal investigation?

74

F012308 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

75

A Al | had was the information fromthe IRS files that |
received. | don't think |I had received that.

MR. BARNES: Can we go to 87-217
BY MR BARNES:
Q And this was a letter from CPA Brian Mal atesta, correct?
A. Correct.
Q And he was one of the people |listed as having power of
attorney for M. Snipes, correct?
A Yes, sir.
Q And M. Snipes was never told prior to your crininal
contact that Brian Mal atesta was in any way unauthorized to
practice before the IRS, correct?
A. | don't know what M. Snipes was told, if he was --
Q So, to your know edge, he did not have that infornmation at
the time you told himhe was under crimnal investigation?
A. | have no idea.
Q ay. Can you go to the -- start reading fromthe second

par agraph where it says --

A "In"

Q Go ahead.

A. "In that there is a disagreenent with the initial findings
by the IRS, | amrequesting an exam nation interview pursuant

to 26 C.F.R Section 601.105 B2 and | RS Publication Nunber 1.
26 C.F.R Section 601.105, paren B, paren two, states" --

Q Are you famliar with Publication Nunber 1, M. Lalli?
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A.  No.
Q Oay. So you're not familiar with the publication titled
"Your Rights as a Taxpayer"?
A Well, I'mnot intimately fanmiliar with the form | know
that's what it is, but I couldn't..
Q You haven't read it or reviewed it?
A. | probably skinmred it over the past 20 years but, you
know, not recently, no.
Q ay. Can you read the next paragraph?

A, Starting with "two"?

Q No. "Ofice examnation."
A "Ofice examnation. |. Adjustnments by Exami nation
Division at Service Center. |If the taxpayer requests an

interview to discuss the proposed adjustnents, the case is
transferred to the taxpayer's district office. If the

t axpayer does not agree to proposed adjustnments, regul ar
appel | ate procedures apply."

Q And does it -- what's the |ast paragraph say?

A.  "The older Publication Nunmber 1 included a flowhart, copy
attached, showi ng that upon disagreenment with the initial
findings of the IRS, the first step of the process is the
exam nation interview In that the I RS has presunmed ny client
has a tax liability, | amrequesting an examnination interview
to investigate and deternine whether or not there is a tax

liability. | ask that you respond to ny request for an
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exam nation interview within 30 days."
Q In fact, prior to you giving notice to M. Snipes that he
was under crimnal investigation, this exam nation interview
never took place, correct?
A. | have no idea if it did or not.

MR. BARNES: Can we go to the next page? The next
page? And the next one? That's okay.

Can we go to 87-227?
BY MR BARNES:
Q Andis this aletter fromthe national office in response
to M. Snipes' request?
A Yes, sir.

Q And that request was to identify which law nmade him i able

to file a tax and pay -- to file a return and pay tax,
correct?
A. | assune so.

Q And does this letter say that they can't answer his
question?
A It's telling himthey don't issue deternination letters,
and that's not...
Q Ckay.
MR. BARNES: 87-23.
BY MR BARNES:
Q Was this a response by Attorney Baxley on behal f of

M. Snipes to that letter?
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A. Appears to be, yes.
Q And what does he say in the second paragraph?
A, "W did not submit an application for pernission to change
ny client's accounting period for federal incone tax purposes.
Therefore, the entire content and focus of your letter are
irrel evant and non-responsive to our letter requesting a
determ nation of status for Wsley T. Snipes for 1999, 2000."
Q And what does the next paragraph say?
A. "W are resubnmitting a copy of the original letter
requesting a determnation of status and al so the original
check pursuant to the fee schedule for deternmination letters.
We ask that you respond appropriately and provide my client
with a determination of status letter declaring his |awf ul
status regarding the individual inconme tax."

MR. BARNES: Can we go to Governnent Exhibit 98-2?
I"'msorry. 98-1.
BY MR BARNES:
Q Does this appear to be a response letter of Cctober 1,
2001, to M. Baxley's request of July 25, 20017
A. Appears to be, yes.

MR. BARNES: And can we go down -- scroll down to
that fourth paragraph.
BY MR BARNES:
Q You do renenber that the letter was aski ng whet her

M. Snipes had to file a return or what tax he was liable for,
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correct?
A Yes, sir.
Q Wat is the fourth -- please read the fourth paragraph
A. |Is that "we" or "based upon"? | don't know. | -- | can't
see the top, if that's the fourth paragraph or not.
Q Oh. I'msorry. It's where it says "we have checked" --
A "W have"? "W have checked our files and found that
M. Snipes has not filed returns for the years 1999 and 2000.
Since these returns have not been filed, they are not under
the jurisdiction of the area manager. Regrettably, since your
request does not neet the requirenents of Section 6 of Revenue
Procedure 2001-1, we cannot respond to your concerns."
Q So the IRStold M. Snipes they couldn't answer his
questions about whether he had to file a return until he filed
a return?
A | guess, sir. | -- 1 really don't know. It seens to ne
they' re responding to his previous request but...
Q I'mgoing to show you sone exhibits, defense exhibits,
that conme fromthe ARL files searched, and | woul d ask that
you review t hose.

Do you recogni ze Exhibit 230? |Is there a Bates nunber on
the bottomright-hand corner?
A, SW33-00097?
Q And does that cone fromthe search warrant files of ARL?

A. | assune it would -- it did since it has a Bates nunber on
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it.
Q ay. Can you go to Defense Exhibit 232? Does that have
a -- how many pages is that? |Is it just two pages, the top --
A.  Two, yes, sir.
Q And is there a sinilar Bates nunber on the bottom
ri ght-hand corner?
A Yes, sir.
Q And did this also cone fromthe ARL busi ness records?
A.  |'m assumi ng based on the Bates nunber.
Q Can you go to Defense Exhibit 235? And is that a
four-page attachment, four pages?
A Yes, sir.
Q And did this also -- does this also have a search warrant
Bat es nunmber on the botton®
A Yes, sir.
Q Didthis also cone fromARL's busi ness records?
A.  |'massuning so, yes.
Q Go to Defense Exhibit 236. Does this also have a search
war rant Bates nunmber on the botton?
A Yes, sir.
Q Didthis also cone fromARL's busi ness records?
A.  |'massuning so, Yyes.
Q Defense Exhibit 237. Does this also have a search warrant
Bat es nunber on the bottomright-hand corner?

A.  Yes, sir.
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Q Didthis also cone fromthe ARL search warrant?
A.  |'massuning so.
Q Defense Exhibit 240. Did this -- does this also have a
search warrant Bates number on the bottomright-hand corner?
A Yes, sir.
Q Didthis also cone fromthe search warrant executed at
ARL?
A |I'massuning it did.
Q Defense Exhibit 246.
A Yes, sir.
Q Does this also have a search warrant Bates nunber on the
bottom ri ght-hand corner?
A Yes, sir.
Q And did this also cone fromthe search warrant executed on
ARL' s busi ness records?
A. |I'massuning it did.
Q Go to Defense Exhibit 253. Does this also have a search
warrant Bates nunmber on the bottomright-hand corner?
A Yes, sir.
Q And did this also cone fromthe ARL search warrant
busi ness records?
A.  |'massuning so.
Q Can you go to Defense Exhibit 254? Did this -- does this
al so have a search warrant Bates number on the bottom

ri ght -hand corner?
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A Yes, sir.
Q And did this also cone fromthe search warrant on ARL's
busi ness records?
A.  |'m assuning so.
Q Go to Defense Exhibit 267.
A Yes, sir.
Q Does this also have a search warrant Bates nunber on the
bottom ri ght-hand corner?
A, Yes.
Q And did this also cone fromthe search warrant executed at
ARL?
A.  |'massuning so.
Q Go to Defense Exhibit 271.
A Yes, sir.
Q Does this also have a search warrant Bates nunber on the
bottom ri ght-hand corner?
A Yes, sir.
Q And did this also cone fromthe search warrant executed on
t he business records of ARL?
A.  |'massuning so.
Q Can you go to Defense Exhibit 2867
A Yes, sir.
Q Does this also have a search warrant Bates nunber on the
bottom ri ght-hand corner?

A.  Yes, sir.
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Q And did this also cone fromthe search warrant executed on
ARL' s business records?
A.  |'massuning so.
Q Go to Defense Exhibit 306.
A Yes, sir.
Q Does this also have a search warrant Bates nunber on the
bottom ri ght-hand corner?
A Yes, sir.
Q And did this also cone froma search warrant executed on
ARL' s busi ness records?
A.  |'massuning so.
Q Go to Defense Exhibit 308.
A Yes, sir.
Q Does that al so have a search warrant Bates nunber on the
bottom ri ght-hand corner?
A Yes, sir.
Q And did this also cone fromARL's search warrant executed
on ARL's business records?
A.  |'massuning so.

MR. BARNES: Your Honor, nove at this tine for the
adm ssion of Defense Exhibit 230, 232, 235, 236, 237, 240,
246, 253, 254, 267, 271, 286, 306, and then last 308.

MR. McLELLAN: Obj ection, Your Honor.

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

MR, McLELLAN. On the grounds of rel evance.
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THE COURT: Well, let ne reserve ruling on that
grounds of objection until | can hear further from counsel
M. Barnes, and | may have to examine the exhibits in order to
pass on the objection.

Can you continue your exanination w thout going into
t hose exhi bits?

MR. BARNES: Yes, Judge.
BY MR BARNES:
Q You earlier previously nentioned that when you issue a
sumons, it's enforceable by you. Did | understand that
correctly?
A Wll, they are to appear before ne or a designhate of the
I nternal Revenue Servi ce.
Q But the only person who has the power to enforce a sunmons
is a Federal District Court Judge, correct?
A. | assune so, Sir.
Q And the sane with a grand jury subpoena: A grand jury
subpoena can only be enforced by a Federal District Court
Judge, correct?
A Ckay.
Q And at any of those sumopbnses or subpoenas that you issued
that you nentioned where you did not get a response, did you
ever issue a petition to enforce or have a petition to enforce
the sumons be brought before a Federal District Court Judge?

A. No, sir.
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Q And did you ever bring a notion to hold anybody in
contenpt for not conplying before a Federal District Court
Judge?
A, No, sir.
Q And what you told M. Snipes was that he had a right not
to produce any docunents pursuant to the advice of rights you
gave him correct?
A. That's correct.
Q Wuld you go to -- by the way, when you went to speak with
M. Snipes, did you go knock on his door at the Wndernere
home?
A | tried.
Q Nobody was there?
A.  No one was honme at the tine.

THE COURT: |I'msorry, | didn't --

THE WTNESS: No one was hone at the tine,
Your Honor. | did try.

MR, BARNES: Can we go to Governnent Exhibit 87-31?
Can we go to the top there?
BY MR BARNES:
Q There were sonme addresses that the prosecutor had you
read. | want to have you read sone others.

What is the address there at the top | eft-hand corner of

that power of attorney for M. Snipes?

A. 301 North Cannon Drive, Suite 228, Beverly Hlls,
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Cal i f orni a.

MR. BARNES: Can we go to Governnent Exhibit 87-367
Can we go down to the mddle?
BY MR BARNES:
Q Wat address did M. Snipes list for his address on this
renewal application to ARL?
A, 235 West 48th Street, Nunber 36-J, New York, New York
Q Wen you were dealing with an attorney, the attorney that
you were dealing with to contact M. Snipes about the
advi senment of his rights, that attorney was |l ocated in
New York City, correct?
A. That's correct.
Q And you saw vari ous phone nunbers on faxes and ot her
things in the ARL file. Those phone nunbers were either 310
or 212; do you renenber that?
A, Yes.
Q And those area codes relate to Los Angeles, California,
and New York City, correct?
A. Correct.

MR. BARNES: Can we go to Governnent Exhibit 87-407?

BY MR, BARNES:

Q This is sonething from-- involving the Florida tax
i ssues?
A Yes, sir.

Q Can you go to the taxpayer record shown above, "County
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of"? What "County of" do they have |isted?

Does it say "out of state?" You see that, the second
par agr aph?
A, Yes. "Qut of state," it says.
Q In fact, the State of Florida had M. Snipes as in
New York -- the top left-hand corner -- is that correct?
A. That's the address of his business office.
Q They did not have M. Snipes living in the County of
Orange, correct?
A. No. That says "out of state.”

MR. BARNES: Can we go to Governnent Exhibit 87-42?

Can we scroll down to the middle left and bl ow up the
| eft-hand side? Thank you.
BY MR BARNES:

Q This was a renewal with ARL to remain a fee-paying client

of ARL --
A Yes, sir.
Q -- correct?

And what street address did M. Snipes list?
A, 235 West 48th Street, Nunber 36-J, New York, New York.
Q And what list did he -- what nunber did he put next to
"hone phone nunber"?
A Well, that says 310-229-8905.
Q And that is a Los Angel es-based area code, correct?

A | don't knowif it is or not, sir. |...
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MR. BARNES: Your Honor, may we break for lunch a
little early to review the exhibits?

THE COURT: You're referring to the exhibits that
you' ve of fered?

MR. BARNES: Yes, Judge.

THE COURT: Well, all right. Menbers of the jury,
it seens we have fallen into this routine of stopping a little
early for lunch, and | see no reason not to now so that | can
take this matter up with counsel

We'I'l pause for lunch until 1:15 this afternoon as
usual .

(Jury absent.)

THE COURT: You may step down, Agent Lalli. W'II

be in recess for lunch, as far as you're concerned, until

1:15.

Be seated, everyone, please.

M. Barnes, give ne a generic description, please,
of what these exhibits are or they -- okay. | have just been

handed them by the C erk.

(Pause.)

THE COURT: Well, we may have to take these one at a
time. Exhibit 230 appears to be a resune of one Ray Pope. M
recol l ection of the exhibits, M. MLellan, is that M. Pope
was, according to one of the government's exhibits, designated

by M. Snipes as his representative.
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MR, McLELLAN.  Yes, Your Honor

THE COURT: What's the basis of the objection?

MR. McLELLAN:  This is a docunent that doesn't
appear in any file related to M. Snipes. |It's just, you
know, anong various papers in the 259 boxes seized at the
of fice, Your Honor.

I nmean, there's no showi ng, Your Honor, for exanple,
that there's any way in which this thing was ever shown to
M. Sni pes.

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

MR. BARNES: Your Honor, the governnent introduced
vari ous evidence, including evidence of other client files who
were -- none of whom are defendants here.

They al so introduced evidence about M. Kahn's
sem nar presentations, and nmany of these docunents relate
to -- presunably the government was introducing that evidence
as it goes to state of nmind and it's business record evi dence
and that its relevance was that it goes to the tax beliefs and
activities of ARL. These docunents all relate to that in sone
form

As to Attorney Pope's resune, this was his resune
stored there, and he was the attorney |listed as power of
attorney.

In addition, he's one of the people who wote a

| etter back on behalf of M. Snipes to the IRS that was
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referenced in M. MLellan's direct exam nation. So we woul d
suggest that Exhibit 230 is relevant on the purposes to show
who Attorney Pope is.

If the governnent's position is that there is no
rel evance unl ess M. Snipes was shown it, then we woul d
request a 105 instruction as to all the evidence they
i ntroduced where they did not nmake that predicate foundationa
findi ng.

THE COURT: Well, the difficulty with it is, | would
now have to pick and choose through those exhibits offered by
the governnment to which, as | recall, there was no objection
on the grounds of relevance or any other ground, with one or
two discrete exceptions, and | made ny ruling, in fact,
sustai ning the objection as to one or two of those exhibits,
as | recall.

And in nost of the governnment's exhibits, though,
that 1've had occasion to see published with the jury, there
was evidence either inherently in the docunment or otherwi se
fromone -- fromwhich one could at |east infer that
M. Snipes either generated or adopted by his own signature or
received, so it seens to ne -- unless there's sonme way to
directly correlate these exhibits to the governnent's
exhi bits, absent either evidence or testinony fromwhich one
could infer, at least, that M. Snipes either generated or

relied upon the docunent, it seens to ne the governnent
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obj ection may be well taken.

Let's lay that one aside for a nonment. For exanpl e,
now, that brings us to Defense Exhibit 232. M recollection
is there was a governnent exhibit which purported to be
addressed to M. Snipes fromwhich an inference could at | east
be drawn that he received it that made reference to this
docunment, M. MlLellan. AmI| m staken about that?

This is Exhibit 232, which is a docunent entitled
"Your Rights as a Taxpayer." |t appears to be a docunent
generated by the Internal Revenue Service.

MR. McLELLAN:  You are correct, Your Honor, that it
is referenced in sone of the exhibits that the governnent has
been presenting.

THE COURT: 1'd be inclined to overrule the
objection as to that one, then, and receive it in evidence as
Gover nment Exhi bit 232, Madam C erk

Two thirty-five.

MR BARNES: As to the remminder of the exhibits,
Your Honor, | could try to establish a foundation through the
wi tness and ask hi m whether they nmentioned -- the governnent
brought up M. Kahn presenting sem nars, and they presented
sone exhibits relevant to those semnars -- whether he is
aware that these were sone of the docunents that M. Kahn
woul d give out at those sem nars.

THE COURT: Well, okay. W thout commenting on what
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the effect of that would be on nmy ruling, if you wish to
pursue the predicate, |'lIl reserve ruling on these exhibits,
then, M. Barnes, and we'll all go to lunch

MR. BARNES: Thank you, Judge.

(The luncheon recess was taken.)

(Jury absent.)

THE COURT: Did you speak with M. Kahn this
nor ni ng?

MARSHAL RI VERA: Yes, | did, Your Honor, at 7:10
this norning. And | asked M. Kahn if he was going to
participate in the trial. | handed himthe transcript. He
took the transcript and he refused to participate.

THE COURT: Al right. Thank you.

MARSHAL RI VERA:  You're wel cone.

THE COURT: Seat the jury, please.

(Jury present.)

THE COURT: Thank you. Be seated, nenbers of the
jury. Are there any neatballs |left over? There are.

M. Barnes.

MR. BARNES: Yes, Your Honor.

THE COURT: You may conti nue.

BY MR BARNES:
Q Good afternoon, M. Lalli.
A CGood afternoon, sir.

Q You nentioned an exhi bit when the governnent was on direct
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exam nati on about senminars done by M. Eddi e Kahn; correct?
A Yes, sir.
Q ©Dd you look or do you have any know edge of what
docunents M. Kahn woul d pass out at those sem nars?
A Not specifically, no.
Q Do you have any general sense of what docunents were
passed out at those sem nars?
A | -- no, not -- fliers; and | couldn't be specific on what
they were.
Q Ddyou-- did they include letters fromthe I RS about
peopl e not having to file returns or pay tax? Do you renenber
t hat ?
A They coul d have.
Q But did you, yourself, review any of those?
A | mght have. | don't renenber them specifically, but --
Q Let ne show you what is marked at Defense Exhibit 235.
This is a -- sone docunents seized fromthe ARL business
records when you executed your search warrant; correct?
A According to the Bates stanps at the bottom
Q Is this simlar to the docunents that M. Kahn woul d
distribute at his sem nars?
A | don't know if they are or not, sir.
Q Dd the docunents -- do they include |anguage simlar to
what M. Kahn would refer to at his sem nars about not being

legally required to file or pay fromthe | RS?
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A  Well, | wuld have to read each one of these letters. |
-- you know, ny understanding, the seninars that he would
conduct was to that effect, that you didn't have to file and
pay taxes.
Q And he woul d show peopl e docunents fromthe IRS that he
said confirmed his point of view?
A Yes, sir.
Q And is this one of those docunents?
A  Well, | don't knowif these are the specific docunents
that he would do that.
Q ay. Let nme show you what's been marked as Defense
Exhi bit 236. Do you recogni ze that docunent?
A Not specifically, | don't.
Q Okay. Wre you aware that M. Kahn had requested that the
RS attend his sem nars?
A | was aware that he had done that; not with this specific
letter, but | was aware that he had requested that people
attend his sem nars.
Q And that he asked that of the I RS commi ssioner back in
1998? Were you aware of that?
A | don't know the exact day.
Q Let ne show you what is marked as Defense Exhibit 246.
Are you famliar with that docunent?
A Once again, sir, I'm--

Q You are not sure which docunents M. Kahn passed out?
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A That's correct. | did not attend any of his semnars. |
have no i dea what he passed out. | know that it was under the
subj ect of not having to file and pay taxes.
Q And you know that he passed out various docunents that he
sai d supported his position, which were addressed fromthe IRS
to taxpayers?
A | believe that he did.
Q You earlier referenced refund checks being issued to
various ARL clients; correct?
A Yes, sir.
Q And that was based on filing the same 861 or sinmlar 861
claimas what M. Snipes filed?
A That's correct.
Q The difference was M. Snipes' claimstruck out the
perjury jurat, and put under no penalties of perjury?
A Correct.
Q M. Snipes never received any refund fromthe IRS for that
claim right?
A That's correct.
Q \Were you aware of where M. Snipes was |ocated or whet her
he was overseas filning between the tines of March of 2001 and
June of 2001?
A | have no idea where M. Snipes was during that tine
peri od.

MR. BARNES: Can we go to Governnent's Exhibit 16.
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It will be W5 0398.
BY MR BARNES:
Q D d you review the New Line payroll records as part of
your investigation?
A | did.
Q And did you review the individual billing sheets for
M. Snipes during that period of tinme?
A | did.

MR, BARNES: Could we go to W5 03980. Try W5 0 --
okay. | will cone back to it.
BY MR BARNES:
Q So did you review where M. Snipes was filmng for those
New Li ne projects during the periods of tine between March of

2001 and June of 20017

A In reviewi ng the docunentation, if you are referring to
the payroll, | was concerned with the anount of noney coning
in. | was not concerned about where he was filmng or where

he was | ocat ed.

Q ay. |In the course of your review, your investigation,
did you do a review of IRS files?

A Yes, sir.

Q ©Ddyou find that any of M. Snipes' letters or docunents
had ever been shredded by anyone at the | RS?

A | know that fromthe nodul e that shows the history or

where the I RS personnel can put history itens into -- on the
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computer to show either tracking or receipt of correspondence
or forms or whatever, there was a comment on -- it didn't say
"shredding." It said "destroyed."
Q Wat nmethods do they use to destroy a person's letters or
docunent s?
A | have no idea how they destroy itens.
MR. BARNES: Can we go to Governnent's Exhibit

87-15.
BY MR BARNES:
Q | believe this was referred to as a "warni ng" by Attorney
McLel I an. What does that say at the top? Does it say
"Request for Your Tax Return"?
A In the nddle, yes, sir.
Q ay. And can we go to 87-26.

Are you famliar with the term CP-515? |s that a termyou
are famliar with?
A | just know that they refer to the notices that go out.
Q Are you aware that the words "CP" neans "conputer
processed"?
A | amnot aware of that, but -- | just knowit as "CP." |
just assune that it goes with the notice nunber that goes out,
and sonehow it's associated with a formthat goes out. That's
all 1 know.
Q This is just aformletter?

A It is aformletter.
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MR, BARNES: Can you go to highlight paragraph four

BY MR BARNES:
Q Can you pl ease read that paragraph
A "If you think you are not required to file this return,
pl ease explain why on the back of the tear-off stub at the
bottomof this letter and send it to us."

MR. BARNES: Can we go to Governnent's Exhi bit
87-27.
BY MR BARNES:
Q Does this appear to be a response letter to that notice?
A It looks like that.
Q Can you read -- can we highlight paragraph two.

Coul d you read that paragraph?

A "In your letter, you state that if ny client is not
required to file a return to explain why. According to the
director of the Internal Revenue Service Center in
Phi | adel phia, the |law does not require individuals to file a
Form 1040. |If this director is incorrect pursuant to 5 USC
Section 556(d), please provide ne with the public |aw that
requires my client to file a Form 1040. Upon receipt of the
copy of that law, | will advise ny client to fill out and
submt a Form 1040."

MR. BARNES: Can you go to the |ast paragraph.
BY MR BARNES:

Q Can you read that?
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A "My intention is to assist you in this nmatter. | wll
advise ny client to pay in full any tax clai mdue upon your
tinmely proof of claim™
Q Let ne show you what is marked as Defense Exhibit 232.
Is this the docunent | was referring to earlier, called
Publ i cati on Number One, "Your Rights As a Taxpayer"?
A Yes, sir.
Q And this is the docunent you said you had scanned
occasi onal | y?
A Yes, sir.

MR BARNES: Your Honor, | nove for the adm ssion of
Def ense Exhibit 232.

MR McLELLAN: | believe that's been received, Your
Honor .

THE COURT: | thought it was mnyself, M. Barnes.
Just a nonent.

THE DEPUTY CLERK: It's right here, Judge. W did
receive it.

THE COURT: It is in evidence already.

MR. BARNES: Thank you, Judge.
BY MR BARNES:
Q Can you read what it says at the top, starting with "Your
Ri ghts As a Taxpayer."
A "The first part of this publication explains sonme of your

nost inportant rights as a taxpayer. The second part expl ains
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the exani nation, appeal, collection and refund processes.
Q And what does it say under "Declaration of Taxpayer
Ri ghts," starting with Category 17?

A "Protection of Your Rights."

Q \Wat does it say under that?

A "IRS enployees will explain and protect your rights as a

t axpayer throughout your contact with us."

Q Category I17?

A "Privacy and confidentiality. The IRS will not disclose
to anyone the information you give us, except as authorized by
law. You have the right to know why we are asking you for

i nformation, how we will use it, and what happens if you do
not provide requested informtion."

Q And can you read what it says under "The IRS mi ssion."

A "Provide Anmerica's taxpayers top-quality service by
hel pi ng them understand and neet their tax responsibilities
and by applying the tax lawwith integrity and fairness to
all."”

Q Can you read what it says under "Paynent of Only the
Correct Amount of Tax."

A "You are responsible for paying only the correct anmount of
tax due under the law, no nore, no less. |f you cannot pay
all of your tax when it is due, you nmay be able to nmake
nonthly install meant paynents.”

Q Can you read what it says under "Appeals and Judici al
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Revi ew. "
A "If you disagree with us about the anmount of your tax
liability or certain collection actions, you have the right to
ask the appeals office to review your case. You may al so ask
a court to review your case."
Q Can you turn to page two. The top left-hand side, does it

have "Exami nations," and in parentheses "audits" right next to

it?
A Yes, sir.
Q Is that because "audit" is the same thing as an

exam nati on?

A Yes, sir.

Q One of the nethods it lists for examnation is |isted on
the bottomleft. One is by nail. Wat's the other nethod?

A Underneath that, by interview

Q Can you read that paragraph.

A "If we notify you that we will conduct your exam nation
through a personal interview or you request such an interview,
you have the right to ask that the exam nation take place at a

reasonable tinme and place that is convenient for both you and

the IRS. |If our exam ner proposes any changes to your return,
he or she will explain the reasons for the changes. |If you do
not -- "

Q Does that start again at the beginning of the second

col um.
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A Yes, sir. "Agree with these changes, you can neet with
the exani ner's supervisor."
Is there a section that begins "Appeal s"?
Yes, sir.

And what does that say?

> O > QO

"If you do not agree with the exaniner's proposed changes,
you can appeal themto the appeals office of IRS."

And is there a section under "Refunds"?

Yes, sir.

And coul d you read that.

> O > O

"You may file a claimfor refund if you think you paid too
nmuch tax. You nust generally file the claimwithin three
years fromthe date you filed your original return or two
years fromthe date you paid the tax, whichever is later. The
| aw generally provides for interest on your refund if it is
not paid within 45 days of the date you filed your return or
claimfor refund.”

Q And at the time you warned M. Snipes that he was under
crimnal investigations and gave himthe advice of his right
to remain silent, M. Snipes had not received any exam nation
i nterview, conference or appeal; correct?

A | don't know if he did or not.

Q So you didn't even investigate to find out if he did?

A Wll, fromthe information that | had, | was going off the

false claimfiled and failure to file '99 and 2000 tax
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returns.
Q So you didn't investigate what correspondence he had sent
into the I RS?
A Wiatever information that | received fromour databases at
that time. And | don't know if that information was received
or not.
Q So you don't even renenber?
A Correct.

MR. BARNES: One nonent, Your Honor.

No further questions, Your Honor.

THE COURT: M. WI son.

CROSS- EXAM NATI ON

BY MR W LSON:

Q C©ood afternoon, Special Agent Lalli.

A CGood afternoon, sir.

Q Is it Lalli?

A Lalli.

Q M nane is David Wlson. | amthe attorney for
M.

Rosile, and | just have a few questions to foll ow up and
ask you with respect to your investigation of M. Rosile.

Now, you indicated that you are a special agent with the
Internal Revenue Service; is that right?
A That's correct.
Q ay. And you have been enpl oyed by the Internal Revenue

Service for approximately 20 years?
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A That's correct.

Q ay. Has your entire tenure with the Internal Revenue
Service been in crimnal investigations?

A No, sir.

Q ay. How long have you been in crininal investigations?
A Approximately nine-and-a-half years.

Q Oay. And at sone point in time, | assune you had sone
training with respect to investigative techniques; is that
right?

A Yes, sir.

Q ay. And part of your training, you attended the Federal

Law Enforcement Training Center, or FLETC, in denco, Ceorgia,;

is that right?

A Yes, sir.

Q Oay. And howlong of a programis that?

A Approximately six nonths.

Q ay. And during your six nonths there, you were taught
i nvestigative techni gues, were you not?

A Yes, sir.

Q ay. And besides your training at denco, CGeorgia, do
you have any other investigative-type training?

A | was with the crininal investigation division as a tax
fraud investigator aid for a couple of years, so |l did goto
that training at denco, also.

Q And as part of your training in investigating alleged

104
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crimnal activity, you are taught to be thorough; is that
right?

A Yes, sir.

Q And being thorough in your investigation is extremnely
important, is it not?

A Yes, sir.

Q ay. Both because a thorough investigation can prove
that an individual has, in fact, committed the act that's
bei ng investigated, right?

A Right.

Q And in the same vein, it could also prove that an

i ndi vi dual being investigated nmay not have conmitted the acts
that they are suspected of?

A That's true.

Q How long have you been involved in the investigation of
this particul ar case?

A Since April of 2002.

Q Oay. Sois it fair to say conming up on five years?
Actually, coming up on six years; is that correct?

A That's correct.

Q ay. | assunme that in the course of your investigating
this organi zation, Anerican Rights Litigators, you have
conducted a conpl ete exam nation of M. Rosile's invol venent
with the American Rights Litigators; is that right?

A That's correct.
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Q Oay. And you were able to determine the tine period that
M. Rosile was involved or associated with the American Rights
Litigators, were you not?

A That's true.

Q ay. And what were the dates that M. Rosile was

affiliated with American Rights Litigators?

A \Well, | believe, you know, his involvenent with the 861
anended clains, | show dates of filings approximtely March or
April of '01 through the end of Decenber of '01. | think

there was a few nonths after that into '02 that we saw some
clainms filed. So it is probably March of '02, April of '02.
Q So your investigation revealed to you that M. Rosile was
affiliated with American Rights Litigators in preparing 861
returns fromApril of 2001 through April 2002; is that
correct?

A Approxinmately, yes.

Q Oay. Wre you able to establish or |ocate any docunents
that pertained to his departure or the tinme he ceased his
relationship with Anerican Rights Litigators?

A | believe there was a letter, two letters in there. |I'm
not sure of the dates, if that was in '02 or -- nost |ikely,
it had to have been in '02. There was sonme di sagreement with
one of the claims, of M. Rosile getting paid, and | don't
recall the date. He wasn't getting paid from Eddi e Kahn.

Q Oay. But in those letters, he indicated that he had
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severed his relationship with Anerican Rights Litigators?
A According to the letters, yes.
Q Now, you have discussed on direct exam nation, | believe,
two injunctions; is that correct?
Yes.
Okay. And one of the injunctions, obviously, involved
Rosile; is that right?

Correct.

o > z O >

And the other injunction was an injunction to pertain to
Gui ding Light of God Mnistries and Eddi e Kahn and sone ot her
individuals; is that right?
A Yes, sir.
Q Oay. And M. Rosile was not naned as a defendant in that
action, was he not?
A | don't think he was in that one.
MR WLSON. Can we pull up Exhibit 64-2.

BY MR W LSON:
Q Agent Lalli, I amasking you to | ook at Governnent's
Exhibit 64-2. Obviously, this is the 1040X that we have been
di scussing that was prepared by M. Rosile, involved
M. Sni pes.

And | assune that you have reviewed this particul ar
docunent quite a bit; is that right?
A Yes, sir.

Q And you are very fanmliar with the contents of the
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docunent ?
A Yes, sir.
Q Oay. Being that it's a 1040X, it is, | assunme, a
docunent that's filed to anend a prior incone tax return; is
that right?
A Yes, sir.
Q Oay. And the actual formthat it's intended to anend is
a Form 1040; is that right?
A Correct.
Q Oay. And | assune that you have reviewed the Form 1040
that corresponds to this 1040X; is that right?
A Yes, sir.

MR WLSON. Okay. And if we can go to the portion
that has the anmounts; 1, 2, 3, 4. Can you highlight that,
pl ease.
BY MR W LSON:
Q In this docunent, in the first colum, Nunber 1, there is
a figure in the amount of | believe 19,238,192 dollars; is
that right?
A Yes.
Q Okay. Wre you able to establish that that nunber
corresponded with the incone that was reported on the 1040
that this anends?
A | believe that's correct. | would have to see the return

again, but | believe that's correct.
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Q Well, you don't have any reason to believe it is

i ncorrect?

A Right.

Q In other words, the nunbers that are reflected in that

first colum, from1 through 12, are consistent with the
actual nunbers that were initially reported on M. Snipes'
1040 fornf®

A Yes, sir.

Q ay. So there was no changi ng of those nunbers?

A No.

Q Now, the change occurs when the 861 position is

i nterposed, and then the nunbers that were previously reported
then becone negative nunbers; is that right?

A Yes, sir.

Q Oay. And the -- obviously, the effect of that is to nmake
the tax liability zero?

A Yes, sir.

Q ay. And, in essence, then seek a refund of noney that
was actually paid into the governnent?

A Yes.

Q Oay. And in the nunbers that are reflected as negative
nunbers, they correspond to the positive nunbers that were
actually paid in or reported on the original 10407

A Right.

MR WLSON:. Can we turn to the next page of that
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docunment. In Part 2, there is a statenent. | don't know if
you can highlight the anmpbunts previously reported.
BY MR W LSON:
Q And this -- in essence, this is the statenent that you
have read into the record previously, that said: "Anmounts
previously reported not froma taxable source per 26 CFR
1.861-8(f)(1)."

This is an explanation of the changes; is that correct?
A Yes, sir.
Q And below that, it says: "See attached." So there is a
docunment that's attached to this formthat further details
that particul ar explanation of changes; is that right?
A Yes, sir.

MR WLSON:. Can we turn that to the next page,

pl ease. Can we scroll to the top of this page.
BY MR W LSON:
Q Now, | know that you have been asked about this docunent
previously, but I just want to follow up to nake sure
under st ood your answers.

This docunment is an 8275-R is that correct?
A Yes.
Q Andthisis, infact, a formthat is an IRS form is that
right?
A Yes, sir.

Q The formis provided by the RS to taxpayers who request
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it?
A Yes.
Q And if you can please just highlight the regul ation
di scl osure statenent.

And you are obviously fanmiliar with this statement. You
have read it into the record before. And, basically, it
says -- directs or instructs the taxpayer to use the formto
disclose itens or positions that are contrary to Treasury
regul ations; is that right?
A Yes.
Q Oay. So wuld it be fair to say that this docunent
contenpl ates that there are taxpayers who wll adopt positions
that are contrary to Treasury regul ati ons?
A Yes, sir.
Q And below that, if you go down to Nunber 1, please, there
is a portion that says general infornmation. And the preparer
has inserted in there "1-861;" is that correct?
A Yes.

MR WLSON:. Can we go to the next page, please.

BY MR W LSON:
Q And, again, this is a docunent that you have read into the
record. | amnot going to ask you to do it again, but this
docunment was, in fact, attached to the 1040X return and the
8725-R form correct?

A Yes, sir.
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Q Oay. And the effect of this, the text of this docunent
is, in fact, toinformthe IRS the basis that is being adopted
by the individual submtting this form correct?
A | believe that's the reason for it.
Q Andit's giving the option to the IRSto disagree. And if
the Internal Revenue Service disagrees with the position being
put forth in this docunment, it is requesting an adm nistrative
hearing, is it not?
A That is what that is requesting, yes, sir.
Q So wuld it be fair to say that an individual for the IRS
who receives the 1040X and the attachnents to it woul d be on
notice as to the position being adopted by the person
submtting the 1040X; in this case, M. Snipes?
A Yes.
Q Sir, you testified regarding a search warrant that was
executed at the -- | think the @uiding Light of God Mnistries
| ocation; is that right?
A Yes, sir.
Q ay. And during the course of your search, | assune you
were able to identify work areas for various individuals who
wor ked for Guiding Light of God Mnistries; is that right?
A Yes, sir.
Q ay. |In other words, you were able to determnine that
there was a particular desk that was utilized by a particul ar

enpl oyee or individual that worked there; is that right?
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A Yes.

Q Oay. Didyou find a desk or a work station for
M. Rosile?

A No.

Q

During your direct examination, you testified regarding
vari ous power of attorney fornms or POAs that were granted by
M. Snipes to other individuals to handle or respond to tax
matters on behalf of M. Snipes; is that right?

A Yes.

Q And the individuals that | saw identified as recipients of
the power of attorney for M. Snipes was a gentl eman naned
Baxl ey; correct?

A Yes.

Q And there was a gentleman nanmed Mal atesta; is that right?
A Yes, sir.

Q And there was anot her gentleman nanmed Googins; is that

right?

A  (Googins.
Q Googins?
A  (Googins.

Q There was no such power of attorney that named M. Rosile
as power of attorney for M. Snipes; is that right?

A Correct.

Q &ay. And, in fact, have you | ocated any power of

attorneys for ARL clients that naned M. Rosile as their power
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of attorney?
A No.

MR WLSON:. Can we go to Governnent's Exhibit
87-31, pl ease.
BY MR W LSON:
Q And thisis, in fact, just to follow up, one of the power
of attorneys that you testified to previously. GCbviously,
this is the one that names M. Googins as the power of
attorney for M. Snipes.

Agai n, none of these forns nanmed M. Rosile as a power of

attorney; is that right?
A Correct.

MR WLSON: Go to 87-32, please.

Actual ly, you can forget that one, please.
BY MR W LSON:
Q Agent Lalli, did you, in the review of the records that
you seized during the search of the Guiding Light of God
M nistries or ARL prem ses, |ocate any correspondences or
letters witten by M. Rosile to the Internal Revenue Service
on behal f of M. Snipes?
A | don't recall

MR WLSON. Can we go to 88-1, please.
BY MR W LSON
Q ay. You have previously testified regarding this

correspondence, and | believe this is a letter that was found
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in an ARL file of an individual named Maicon, | believe; is
that correct?

A Yes, sir.

Q Andinthis letter -- and this is a letter that was
prepared by M. Rosile to the Internal Revenue Service. This
letter specifically indicates that M. Rosile does not have a
power of attorney for Ms. Micon; is that correct?

A Right.

Q Oay. And, in fact, he is actually asking the Internal
Revenue Service to respond directly to the Maicons with
respect to their refund check; is that right?

A Yes.

MR WLSON:. Okay. Go to 81-2, please. Can you go
to the bottom of the page, please. Ckay. That's the wong
exhibit. Can we go to 92.

BY MR W LSON:
Q Agent Lalli, this is the correspondence that -- about
which you testified that was | ocated and found during the

search of the ARL premises, which is, in fact, a letter to

M. Kahn fromM. Rosile. |Is that a fair description of the
letter?
A Yes, sir.

Q Oay. And it appears that this letter, which was dated
May 1st of 1997, actually predates any rel ati onship between

M. Rosile and M. Kahn; is that right?
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A Yes.
Q Oay. Now, would it be fair to say that in this letter,
M. Rosile expresses a certain anount of disdain toward the
I nternal Revenue Service?
A Yes, he does.
Q ay. During the course of your career with the Interna
Revenue Service, have you run across individuals who do not
particularly care for the | RS?
A Yes, sir.
Q Oay. Wuld it be fair to say that is not uncommon for
i ndi vidual s to have sone | evel of disdain or dislike towards

the I nternal Revenue Service?

A Correct.
Q Could you please read on the -- let ne see -- on the fifth
line down, at the very right -- you have already read this

particul ar paragraph, but | just wanted to ask about one
particul ar sentence. It indicates: "M/ being" on the

ri ght-hand side. Do you see that?

A Yes, sir.
Q Could you please -- well, without reading that into the
record again, he indicates -- "he" being M. Rosile -- that he

is an accountant, and he doesn't have a particular |ove for
the IRS. But he al so acknow edges a | ack of know edge as to
what the lawis in this letter. Is that fair to say?

A That's what that says.
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Q ©Ddyou-- were you able to find any response from
M. Kahn or Anerican Rights Litigators to M. Rosile in
response to this letter?
A Not that | recall.

MR WLSON. Could you pull up Exhibit 95-6, please.
BY MR W LSON:
Q Agent Lalli, this is a nenorandumthat you testified
regarding previously. It appears to be sone sort of a
docunent that acconpani ed a 500-dol | ar paynment to M. Rosile
fromAmerican Rights Litigators; is that correct?
A Yes, sir.

Q Oay. And the date of this is, | believe, March 25th of

' 02?
A Yes.
Q Do you know -- and this refers to, inthe re line, a

Bockrath refund; is that right?

A Yes, sir.

Q Were you able to determ ne when that refund -- the
docunent that it's referring to in the refund was prepared?
A | would have to ook at the return and the records.

Q Do you know whet her that particular refund was submitted
in 20017

A | would have to ook at the chart again, sir.

MR, WLSON: Could you pull up 90-3, please.
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BY MR W LSON:
Q I'mgoing to ask you to look at what's been previously
marked or entered into evidence as Government's Exhibit 90-3.
You' ve previously testified that this is a summary of the 861,
the 861 clains that were subnitted by ARL nenbers that
actually received a refund; correct?
A Yes.
Q Oay. And in the far section of this docunent, you have a
provi sion that indicates the percentage that was paid to ARL
by the clients who received a refund; correct?
A Yes.
Q So, for exanple, the top one that says $5,844.80 reflects
20 percent of the refund that was paid by the client to ARL;
correct?
A Yes.
Q Oay. And to the right, you have a colunn that reflects
the anounts that ARL paid to M. Rosile for the -- out of the
funds that were received; is that right?
A Right.
Q Oay. So for the refund that was -- for the fee -- for
the nmoney that was received by ARL, the anobunt of which was
$5, 844. 80, how nuch noney did ARL pay to M. Rosile?
A $2,632.90.
Q And that is not -- is that reflected on that docunent,

sir?
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It appears to nme that to the right, there is a blank
space.

A VWich line are you referring to, sir?

Q | amreferring to the $5, 844. 80.
A | amsorry. | was looking at the wong line. Yes, that
i s bl ank.

Q And belowthat, it refers to a 20-percent fee that was
paid to ARL in the amount of $991. 20.

A Correct.

Q How nuch of that was paid by ARL to M. Rosile?

A Well, according to that, there was none paid.

Q There was a percentage paid to ARL in the anmount of

$1, 186. 60; correct?

A Yes, sir.

Q And how nuch of that was paid to M. Rosile?

A Zero.

Q Below that, the amount of $2,458. How nuch of that was
paid to M. Rosile?

Zer o.

Bel ow that, 561 dollars. How nuch of that was paid to
Rosi | e?

Zer o.

And bel ow that, 198 dollars, how much was paid to

Rosi | e?

> 2T O » T O >

Zer o.
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Q Now, the next one down reflects a receipt by ARL in the
amount of $5, 265.80; correct?
A Yes, sir.
Q And out of that, M. Rosile was paid, right?
A Yes, sir.
Q Gkay. And he was paid $2,63290, right?
A Right.
Q ay. There was another fee that was received by ARL in
t he amount of $1,746. And how nmuch of that was paid to
M. Rosile?
A Zero.
Q And the last one that's indicated that there was a refund
was the anmount of $28,522.50. And M. Rosile would receive
hal f of that; correct?
A That's correct.
Q Oay. So wuld it be fair to say that it appears that
M. Rosile did not receive a percentage of all the funds that
were received by ARL for these 861 clains?
A  That could have been. Fromthe records that | had and
that | located, that's what | cane up with.
Q During the course of your investigation, were you able to
determ ne the primary function that M. Rosile served, the
primary responsibility that he had at Anmerican Rights
Litigators?

A Yes.
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kay. And that was to prepare these 861 returns; correct?
That's correct.
kay. He didn't conduct any sem nars, did he?

Not that | know of.

o r» O » O

Now, previously | asked you sone questions about the 1040X
return that was signed by M. Rosile and submtted on behal f
of M. Snipes, right?

A Yes.

Q ay. And we went through the docunments that were
attached or appending to that particular return, the 8275-R
and the other docunents; correct?

A Yes.

Q Al right. You indicated yesterday, when the governnent

pl aced before you a couple of boxes full of docunents that you
i ndi cated were the 861 return records that were seized during
the search warrant; is that right?

A The 861 docunents from-- if you are referring to the two
boxes that are in front here, fromthe fraud detection center
They weren't seized in the search warrant.

Q ay. And you indicated that you have revi ewed each and
every one of those returns; is that right?

A Yes, sir.

Q Oay. Wuld it be fair to say that, in each of those
returns that were subnitted that you reviewed, each of those

1040X fornms had a Form 8275-R attached to it?
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A | don't know if they all had the 8275. It's -- typically,
t hough, the way the 1040X s were filed, they would be filed in
the manner that M. Snipes' formwas filed. They were all
filed very sinmlar.
Q So would it be fair to say that in each of those forns
that were submtted about which you are referring, again, the
IRS is notified of the theory that's being adopted and put
forth in that return?
A Yes, sir.

MR WLSON. Okay. Your Honor, nay have a nonent to
consult with ny client?

THE COURT: You may.

MR, WLSON:. Your Honor, | have no nore questions.

Agent Lalli, thank you

THE W TNESS: Thank you, sir

THE COURT: Redirect, M. MLellan?

MR, McLELLAN.  Yes, Your Honor

REDI RECT EXAM NATI ON

BY MR MLELLAN:
Q Special Agent Lalli, let's take a | ook at Governnent's
Exhi bit 95, amended returns. Take a look at the first page in
there. Perhaps if you look at it as it's published, Special
Agent Lalli.
A  Ckay.

Q This file contains a nunber of checks to Anerican Rights
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Litigators, and then checks to Douglas Rosile from American
Rights Litigators, does it not?
A Yes.
Q So, for exanple, if you take a look at this item which
was marked as Covernnent's Exhibit 95-1, is that item on the

bottom a check to American Rights Litigators?

A Yes.
Q Is this from sonmeone who nanaged to get one of these
refunds?
A Yes.

Q Based on an 861 return prepared by Dougl as Rosil e?
A Yes.
Q Oay. And this check at the top, is this his cut of that
anount sent to Anerican Rights Litigators on that refund that
was i nproperly obtained?
A Yes.
Q Oay. And taking a look at Governnent's Exhibit 95-6, the
second page of that. You can see it up on the screen, |
t hi nk.

kay. |Is this another one of these situations where there
is a check to Anerican Rights Litigators, and then from
someone who got one of these refunds, and then Dougl as Rosile
getting his portion of that?
A Yes.

Q Oay. So is there considerable evidence that Dougl as
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Rosil e was getting his cut of the refunds obtained by nmeans of
this schene?
A Yes.

MR WLSON:. bjection as to the term
"consi derable."

THE COURT: Sustai ned.

It's argunentative in form M. MLellan
BY MR MLELLAN:
Q Is there evidence that Douglas Rosile was obtaining his
portion of the refunds obtained through the schene?
A Yes.

MR. BARNES: bjection, Your Honor. Qur question is
still argumentative as to "schene."

THE COURT: Sust ai ned.

Rephrase again, M. MlLellan.
BY MR MLELLAN:
Q Oay. M. Rosile was a participant with Eddi e Kahn and
American Rights Litigators in offering this service of
preparing these 861 returns, was he not?

MR, WLSON: bjection; |eading.

THE COURT: Well, | will overrule that objection
It is a devel opi ng questi on.
A Yes.
Q In your execution of the search warrant and revi ew of the

search warrant docunents, did you conme across checks paid to
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Dougl as Rosile for his portion of those refunds?
A Yes.
Q Are the checks that we were just |ooking at sone of those
checks?
A Yes.
Q Taking a look at Exhibit 64-2, | believe counsel was
showi ng you or having you |look at this one.

kay. And | think if we page in, counsel was having you

|l ook at -- | think we might page in a little further. Let's
take a ook at the -- focus in on the top of this docunent.
Is there any -- is there a possibility of getting a cl oser

| ook at the words underneath the caption?

This is a regulation disclosure statenment, and it tal ks
about disclosing ideas or positions contrary to Treasury
regul ations; is that correct, Agent Lalli?

A Yes, sir.

Q Oay. |Is there sone difference between a legitimte
question to the Internal Revenue Service and the sorts of
things that we are seeing on these tax returns?

MR. BARNES: bjection, Your Honor, both as to
argunentative, and as to 701, asking for his personal opinion
about the matter.

THE COURT: Well, | will overrule those objections.

You nmay answer, Agent Lalli.

A Wuld you repeat the question, please?
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Q It there sonme difference between sone |egitimte question
to the Internal Revenue Service and the kinds of itens that
are witten on these disclosure statenents?

A Yes.

Q How are they different?

A  Well, in this case, it has been ruled that these types of
clainms are frivolous, and they continue to send in
correspondence to that effect, when they have previously been
answered to not only taxpayers, but, you know, in the courts.
Q Counsel was asking you about various powers of attorney or
peopl e who hel d powers of attorney at Anmerican Rights
Litigators for Wesley Snipes. Do you recall those questions?
Yes.

kay. And | believe that counsel was asking you if
Rosi | e was anong t hose people; is that correct?

Yes.

o > z O >

Now, in order to be a power of attorney or hold a power of
attorney to practice before the Internal Revenue Service, does
a person have to be qualified?

A Yes.

Q Wat sorts of qualifications are necessary in order to be
qualified to be a power of attorney?

A \Well, | guess if you're a CPA or an attorney, you would
have to be in good standing to practice before them

Q Now, could M. Rosile -- let ne ask you this. Are you
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famliar with the professional history of M. Rosile?

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

MR. McLELLAN:  Your Honor, counsel has opened up
this Iine of inquiry quite clearly.

THE COURT: Cone to side-bar, counsel.

AT Sl DE- BAR:

THE COURT: This is a difficult point, | think,

M. MLellan. Wat is the government's purpose at this stage
of the case in pursuing this?

MR, MLELLAN: Well, Your Honor, counsel was trying
to establish or apparently trying to establish that M. Rosile
is relatively less cul pable or relatively | ess responsible in
these return filings and sone of the allegations that we have

on the grounds that he was never a power of attorney.

Well, matter of fact, he could not be a power of
attorney because of his having been disbarred, | guess you
nmght call it, frombeing a CPA, on the one hand.

On the other hand, counsel has al so opened up the
question of what sort of tax know edge or -- you know, that
M. Rosile would have.

Counsel was inquiring of Special Agent Lalli with
regard to the letter that M. Rosile sent in to Eddie Kahn in
1997, you know, oh, here, isn't M. -- to the effect of that
isn"t M. Rosile just, you know, trying to wite into M. Kahn

and get nore infornmation about taxes, contending that he
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doesn' t understand taxes.

Wel I, Your Honor, he was a certified public
accountant. He has the training to understand taxes. And
that is the relevance of this line of inquiry.

THE COURT: Well, except that you are trying to
show -- if | understood the question correctly, delve into the
fact that his CPA license, as | understand it, had been lifted
or revoked in two different states.

MR MLELLAN: Well, that is correct, Your Honor
That was ny line of inquiry.

THE COURT: Well, the problemwith it is | don't see
where there's any probative value in that that overcones the
potential prejudice to M. Rosile at this stage. | don't know
what - -

MR, McLELLAN: Well, nmay | nake a suggestion? The
fact of his having been a CPA is probative of willfulness in
that he knew what the tax |aws required by virtue of having
been a CPA, on the one hand.

On the other hand, the fact that he is no |onger a
CPA is probative along the lines of the inquiry |I was just
nmaki ng of his not being able to join in the schenme in that
capacity.

THE COURT: Well, the fact that he did not join in
the schene, as you put it, if that was the reason, it seens to

ne that is not relevant. Watever reason there may have been
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for not doing something is not germaine here. The question is
what he did.

If you wish to establish to the jury that he was a
CPA at one point, | think | will overrule the objection. But
at this stage, it seens to me to elicit testinony or evidence
to the jury that he was a defrocked CPA, for lack of a better
term is nore prejudicial than probative.

It depends on what may cone |ater, as to whether
that woul d becone relevant. But at this point, it seens to
nme, in the presentation of the governnment's case, its
probative value is overcone by its potential prejudicial

So | will sustain the objection. Let's proceed.

I N OPEN COURT:

THE COURT: | sustained the objection. |f you w sh
to pursue the point we last discussed, you nay |ead the
wi tness for that purpose, M. MLellan
BY MR MLELLAN:

Q Special Agent Lalli, |I had asked you about the

prof essi onal history of Douglas Rosile. | believe you had

i ndi cated that you had know edge of his professional history?
A Yes, sir.

Q At the tinme of the execution of these powers of attorney,
was Douglas -- the powers of attorney that counsel had been
aski ng you about, at the time of the execution of those, was

Dougl as Rosile a CPA so that he night qualify to becone a
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power of attorney?

MR. BARNES: Your Honor, objection. That's
preci sely what Your Honor has rul ed on pursuant to 402 and
403.

THE COURT: Well, it sounds to nme as though it is,
M. MLellan. | amnot entirely sure what answer you are
anticipating in response to that question, but be nindful of
the ruling that | have made and | ead the witness, if you wi sh,
to develop the |l ast point we discussed.

MR, McLELLAN: | will leave this line of inquiry at
this tine.

THE COURT: Al right. That's, | think, prudent.
BY MR MLELLAN:
Q Could we take a | ook at Governnent's Exhibit Nunber 86.
And is that the Douglas Rosile client file from Anerican
Ri ghts Litigators?
A Yes, sir.
Q And taking a look at the -- | think it will be the next
page in the docunent as it is displayed. Let's focus on the
top of that. Wat is that docunent?
A It says "Statenent of Revocation."
Q And who is the taxpayer?
A Dougl as Rosile.
Q Oay. And taking a look at the text in bold beneath the

nanes of that, what does that text say?
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A  "This revokes any existing power of attorney and/or tax
i nformation authorization on file at your office for each of
the follow ng representatives or appointees."
Q And who are the powers of attorney listed there who are
getting revoked?
A Mlton H Baxley, Il, and Bryan D. Mal at est a.
Q Were they POAs for Anmerican Rights Litigators?
A Yes.
Q And what is the date that these powers of attorney are
bei ng revoked?
A Cctober 22nd of 2003.
Q ay. Can we please have Exhibit 64-2. And let's focus
on the -- what is this docunment, Special Agent Lalli?
A It's the Form 1040X, anended claimfor 1997 for Wesley
Sni pes.
Q And let's take a |l ook at the refund being requested here
on Line 22.
A 7,360, 755 dol | ars.
Q And how nuch woul d Dougl as Rosile have stood to nake if
that refund had been paid?
A He would have gotten 10 percent of that, so, what, 730,000
dol l ars.
Q Agent Lalli, counsel for M. Snipes asked you about your
readi ng Wesl ey Sni pes his non-custodial rights. Did the fact

that you read himthose rights relieve himof his obligation
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to produce docunents pursuant to your sunmmpnses or subpoenas?
A No.
Q Do sumonses and subpoenas have the force of |aw?
A Yes.
Q Now, you have testified with regard to that interview
Did Wesl ey Snipes actually remain silent after you gave him
that warning, you read himhis rights?
A During that conversation?
Q Yes.
A No.
Q Oay. Wat did he say to you after you read off the |ist
of tax crimes for which he was being investigated?

MR BARNES: Your Honor, | believe this has been
asked and answer ed.

THE COURT: | will overrule that objection.

You nmay answer, Agent Lalli.
A He stated to ne: "Very interesting."
Q Wat were the years of the failure to file counts in the
indictment in this case?
A 1999 through 2004.
Q Wat year did you read Wesl ey Snipes his rights?
A 2002.
Q DdM. Snipes file any tax returns after you read himhis
rights?

A No.
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Q Are sone of the charges in this case charged because of
those later failures to file inconme tax returns on his part?
A Yes.
Q ©Didthe fact that Wesley Snipes heard his rights fromyou
relieve himof any of his obligations under the tax |aws?
A No.
Q Counsel was asking you -- | think counsel for Snipes was
aski ng you about the civil activities of the Internal Revenue
Servi ce regardi ng Wesl ey Sni pes.
A Yes, sir.
Q Does the initiation of an IRS crimnal investigation or --
sorry -- IRS Cl criminal investigation have any effect on the
civil functions of the IRS regarding a taxpayer?
A \Well, we put a freeze on the account. That indicates that
it is under crinmnal investigation so that, you know, we are
notified of what's going on.
Q ay. But --
A W don't want -- if a criminal investigation is going on
we don't want any civil activity or anything el se going on.
Q So if soneone fromthe civil portion of the Interna
Revenue Service were to | ook into Wesley Snipes' tax
activities or ook at his account, would there be sonething on
the account that would indicate to themthat there was a
crimnal investigation ongoing?

A Yes.
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Q And what do you call that?
A Well, we call it a "Z freeze."
Q And under the IRS rules, could this civil portion of the
I RS undertake any collection activities against M. Snipes if
there was one of these Z freezes on the account?
A No.
Q Counsel asked about whet her Wesl ey Snipes saw the figures
on the 1997 1040X before he signed that income tax return, or
| think counsel inquired sonmething to that effect.

Did Wesl ey Snipes nmake |ater efforts through American
Rights Litigators to collect these 1996 and 1997 refund cl ai ns
that he filed?

A Yes.

Q ay. Taking a look at CGovernnment's Exhibit 87-13, let's
take a | ook at the second page of that. O |'msorry.

guess let's focus on the text of the cover sheet, which is the
first page.

And you testified that M. Googins was hired at ARL to
work on refunds for Wesley Snipes. Wi is this addressed to?
It's to Daniel Googins.

And who is it fronf
Lori Davis.
And what is the date on that fornf

April 1 of 2002.

o r» O > O P

kay. And in what capacity does Lori Davis serve at this
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time?
A  \Well, | believe Lori Davis is M. Snhipes' assistant.
Q ay. And what does the text say there?
A "Daniel: Please find the attached docunent for your
perusal . "
Q Wat is the attached docunent?
Let's take a | ook at the next page.
A That's the Form 1040X for 1997 for Wesley Snipes.
Q Okay. Let's take a look at Exhibit 87-31. |Is this Wsley

Sni pes giving Dani el Googi ns power of attorney?

A Yes.
Q And let's take a look at -- I'msorry. Wat is the date
of that?

Maybe we can | ook at the signature maybe on the next page.
When does M. Snipes appear to be signing here?
A It looks like February 5th of 2002.
Q Oay. In taking a ook at 87-32, what is this?
A It is aformthat requests for mssing information
regardi ng refund.
Q And whose refund is it regardi ng here?
A \Wesl ey Snipes.
Q And what's the date of the inquiry?
A Returning your inquiry of February 7th of 2002.
Q Andlet's look alittle ways down to see what is being

i nqui red of here.
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MR. McLELLAN: Could we focus so that Special Agent
Lalli could read that handwitten text.
A "Due to your inquiry, we traced your 1996 and 1997 tax
years refund. Please see attached correspondence. "
Q So in the spring of 2002, was Wesley Snipes still trying
to get refunds on these clains?
A Yes.
Q Let's take a |l ook at Exhibit 87-5, | guess the second page
of that, if we could focus on the top of it.

Is this the 1996 1040X for Wesl ey Snipes?

A Yes.

Q Ddyoufind this at ARL?

A Yes.

Q Now, taking a look at, | think, the next exhibit, 87-6, is

this a letter fromthe Internal Revenue Service to Wsley

Sni pes?

A Yes.

Q And what tax period is it in regards to?

A 1996.

Q And under "Dear Taxpayer," what does it say there?
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
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future correspondence concerning these issues."
Q Let's take a look at 87-10. | think counsel was asking
you about these docunents. This is one of themfrom Wsley T.
Sni pes. What's the date of this?
A  Septenber 26th, 2000.
Q Is this a cover letter fromWsley Snipes to the Interna
Revenue Service?
A Yes.
Q Taking a look at the niddle of that docunent, please read
where it says the sentence that starts out: "Sincel am"
A "Since |l amin the process of sending or have already sent
ny pertinent books and records to Mount Plynouth, Florida,
pl ease transfer ny file to the Maitland or Ccala, Florida
district serving Mount Plynouth and direct all future
correspondence to 25525 SR 46, Suite 2, Munt Pl ynouth,
Florida."
Q Now, was it your testinony that you searched the seized
records from Anerican Rights Litigators and failed to find
books and records for Wsl ey Snipes?
A Yes.
Q Well, counsel showed you a couple of -- it |ooked |ike
portions of Wsley Snipes' tax returns that were seized there.
Do you recall himshow ng you those?
A Yes, sir.

Q Do you recall himshowing you -- | think it was a portion
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of an IRS master file transcript that was found, also, in the
search-sei zed records. Do you recall him showi ng you that?
A Yes, sir.

Q Oay. Wen you -- well, let ne ask you this. In your
experience as a special agent, do you have frequent occasion
to deal with the books and records of people's finances?

A Yes.

Q These couple of itens that counsel showed you and | guess
what ever other itens that you were able to find in your
scrutiny of the seized records, is that all the books and
records you would expect to find for a businessman |ike Wsl ey
Sni pes?

A No.

MR, BARNES: bjection, Your Honor, and notion to
strike as to his personal opinion as to what the definition of
what "pertinent books and records" is, and as to the state of
nmnd of M. Snipes.

THE COURT: Well, | aminclined to overrul e that
obj ection given his testinony concerning his responsibility
and his experience. | wll overrule that objection
BY MR MLELLAN:

Q In fact, Special Agent Lalli, did you subpoena the books
and records for Wesley Snipes fromthe Starr & Conpany
accounting firnf

A Yes.
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Q And what kinds of books and records did you get fromthenf
A Financial records, |edgers, balance sheets, incone
statenments; boxes and boxes of records.
Q Can you give some indication of the volune of these
records?
A Five, six boxes' worth probably.
MR. McLELLAN: Beggi ng the Court's indul gence.

BY MR MLELLAN:
Q Special Agent Lalli, |I have an additional question having
to do with tax records for Wsley Snipes that were found on
the prenises of Anerican Rights Litigators and the records
that you sei zed.

Did you find records for 1998 -- or I'msorry -- 1999 and
forward as regards any return-type information, |ike counsel

was showi ng you for earlier years?

A No, sir.
Q Could we see Exhibit 87-27. | think counsel was show ng
you this docunent. | think it was sent back in response to a

CP-540. Do you renenber himasking you about that?

A Yes, sir.

Q Now, | think the second, |I think the second paragraph here
is what was in question. Please read the first couple of
lines there, or the first couple of sentences of that

par agr aph.

A The second paragraph?
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Q Yes, please.
A "In your letter, you state that if ny client is not
required to file a return to explain why. According to the
director of the Internal Revenue Service Center in
Phi | adel phia, the |law does not require individuals to file a
Form 1040. |If this director is incorrect pursuant to 5 USC
Section 556(D), please provide ne with the public | aw that
requires my client to file a Form 1040. Upon ny receipt of
the copy of that law, I will advise ny client to fill out and
submt a Form 1040."
Q Oay. This is citing the director of the Internal Revenue
Service Center in Philadel phia. Wat goes on in Internal
Revenue Service centers?
A They process tax returns.
Q And aside fromthis docunent, have you ever heard of a
director of an IRS service center telling people that there is
no law requiring themto file tax returns?

MR. BARNES: bjection, Your Honor, on 402 and 403
grounds.

THE COURT: G ven this exhibit, I aminclined to
overrul e that objection.

You may answer.
A No, sir.
Q Counsel for M. Snipes was showi ng you a docunent marked

as Defense Exhibit 232. It is an IRS publication, "Your
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Ri ghts As a Taxpayer." Do you renenber that?

A Yes, sir.

Q Do you have a copy of that in front of you?

A Yes.

Q Taking a look at Section V of that docunent, it says,

caption, "Paynment of Only the Correct Anount of Tax."

What are the first -- what do the first two |lines of that
say?
A "You are responsible for paying only the correct anmount of
tax due under the law, no nore, no less. |f you cannot pay

all of your tax when it is due, you nmay be able to nmake
nonthly install nent paynents."
Q So this says you are responsible to pay the correct anount

of tax, does it not?

A Yes.

Q Taking a look at the section of -- on the next page, it
says "Refunds." What does the first sentence say there?

A  "You may file a claimfor refund if you think you paid too
much tax."

Q Does it say that you have a right to file incorrect tax
returns?

A No.

Q Does it say that you have a right to file frivol ous clains
for refund?

A No.
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Q Taking a look at these sections, there is a portion that
says "Help with Unresol ved Tax Probl ens."

MR McLELLAN: | will withdraw that, Your Honor

Beggi ng the Court's indul gence, could this be a tine
for a brief recess?

THE COURT: Al right. It is the mddle of the
af ternoon, nenbers of the jury. Let's pause for an afternoon
br eak.

(Short recess taken.)

(Jury absent.)

THE COURT: Be seated, please.

Yes, M. MlLellan?

MR. McLELLAN:  Your Honor, the governnment seeks
clarification on permssible inquiry on two points. The first
point is regarding the professional history of Douglas Rosile.

Perhaps | m sunderstood the Court's ruling at
sidebar previously. | wanted to check with the Court whether
I mght ask the question at one tinme was Douglas Rosile a CPA

THE COURT: Well, it was not clear to ne, since |
don't know the facts, obviously, what answer that night
elicit.

| inferred fromwhat was said that you anticipated a
negati ve answer at that point.

MR. McLELLAN: | believe the w tness --

THE COURT: Make a proffer as to what the evidence
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is concerning M. Rosile's professional history as a Certified
Publ i c Accountant.

MR. McLELLAN: The governnent woul d proffer that
Dougl as Rosile was at one tinme a Certified Public
Account ant --

THE COURT: Pull the m crophone around toward you,

i f you woul d.

MR. McLELLAN: The governnent would proffer that at
one time Douglas Rosile was a Certified Public Accountant and
that that certification was subsequently w thdrawn by the
governi ng authorities.

THE COURT: At what tinme?

MR. McLELLAN: The adjudication order fromthe
Accountancy Board of Chio is dated January the 29th, 1996.

And as to the accountancy authorities of the State
of Florida, | believe the adjudication was as of the 2nd day
of Decenber, 1997.

So these predate M. Rosile's history with Anerican
Rights Litigators as a preparer of tax returns for them

THE COURT: Well, what is the relevance to this case
that these events occurred in 1996 and 1997, nanely, the
suspension or revocation of his license?

MR, McLELLAN: Hi s having earned that credential at
one time, Your Honor, is relevant to his willfulness in that

it's a -- the credential of Certified Public Accountant
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under pi ns or shows a great deal of know edge about matters
concerni ng taxation.

THE COURT: Well, all right. But you asked the
wi t ness whet her at sonme point in tinme he was a CPA expecting,
| thought, a negative answer that, no, he was not. Is that
what you -- were you expecting an affirmative or a negative
answer to the question?

MR, McLELLAN: | was expecting an answer that
indicated that at the tinme these other POAs were being given
by M. Snipes to various persons associated with ARL that
M. Rosile was not a CPA

THE COURT: Well, | don't see the relevance of that
with or without a 403 analysis, M. MlLellan.

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

THE COURT: Pardon?

MR, McLELLAN: May | consult with ny coll eagues,
Your Honor ?

THE COURT: You may.

(Pause.)

MR. McLELLAN:  Your Honor, the governnment is not
going to pursue that line of inquiry.

THE COURT: Ckay. Well, let's --

MR. McLELLAN: On a related Iine of inquiry,

Your Honor, the witness, Special Agent Lalli, testified on
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cross-exam nation that MIton Baxley was a | awer, and the
government seeks clarification on the propriety of questioning
the witness with this question: 1Is MIton Baxley currently
licensed to practice law? This would conplete his answer.

THE COURT: Well, is there any objection to that?

MR. BARNES: Yes, Your Honor. The relevant inquiry
woul d be whether or not -- the question was whet her or not he
was designated as a | awyer on the |letterhead as opposed to
whet her he was a lawer. That's one aspect.

The second aspect, Your Honor, is that this would be
a notice issue. There's no evidence that he was a disbarred
attorney at the tine in which he submitted those docunents or
there was any notice to M. Snipes that he was a disbarred
attorney. And to ny know edge, he's not disbarred until after
this period of tine.

THE COURT: Well, what about that? Wen was he
di sbarred, M. MlLellan; do you know that?

MR, McLELLAN. It was in -- may | consult,
Your Honor ?

THE COURT: You may.

(Pause.)

THE COURT: The term "disbarred" with respect to
M. Baxley may be a term of doubtful nmeaning in this case. M
recollection fromthe civil side of the action brought agai nst

M. Baxl ey and others was that he had been precluded from
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practice before the Internal Revenue Service at one point in
time that may have preceded his fornmal disbarnent --

MR McLELLAN.  Yes, Your Honor

THE COURT: -- as a nenber of an integrated bar.

| don't -- M. Baxley is not a party to this action
as is M. Rosile, and | don't see that there's any prejudice
to anybody here by those circunstances. 1'Il sinply pass on
objections as | hear them concerning the particular context of
the question asked concerning M. Baxley. That's the only way
| know how to approach it.

How nuch nore do you anticipate of your exami nation
of the witness, M. MlLellan?

MR, McLELLAN: | expect to put one nore question to
the witness, that being the question with regard to
M. Baxl ey, Your Honor.

THE COURT: Al right. Well, seat the jury, please,

Mar shal

(Jury present.)

THE COURT: Thank you. Be seated, please, nenbers
of the jury. | appreciate your patience. | have been having

sone conversations here with counsel, which is the reason for
the extended recess. W are ready to proceed.

You may continue, M. MLellan.

MR. McLELLAN:  Thank you, Your Honor

BY MR MLELLAN:
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Q Special Agent Lalli, you testified on cross-exam nation by
counsel that MIton Baxley was a lawer. Do you recall that?
A Yes, sir.
Q Is MIton Baxley currently allowed to practice before the
I nternal Revenue Service?

MR, BARNES: bjection, Your Honor, on 402 and 403
grounds.

THE COURT: |'Il overrule that objection

THE WTNESS: He is not allowed to practice before
the IRS

MR McLELLAN: That's all for this wtness,
Your Honor.

THE COURT: Any recross? M. Barnes?

MR. BARNES: Yes, Your Honor.

RECROSS EXAM NATI ON

BY MR BARNES:
Q M. Baxley was not -- M. Baxley was authorized to
practice up until 2003, correct?
A. | believe so.
Q Wen you gave M. Snipes his Fifth Anendnent warning, you
told himthat you could not conpel himto subnit any
information to you, correct?
A. That's correct.
Q And you never told M. Snipes subsequent to that that he

was no | onger under crimnal investigation, correct?
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A. | never got a response back fromhim | never talked to
hi m

Q You nentioned a freeze on the IRS files --

A Yes, sir.

Q -- for M. Snipes. And is that called a 914 code?

A Yes, sir.

Q And one of the reasons for the freeze is to nake sure that

a person's Fifth Anendnent rights are protected concerning the

i nvestigation?

A. Well, the reason that | know is so no one el se contacts
the taxpayer under investigation so it -- since | have a
crimnal investigation matter pending, | don't want anybody

el se contacting the taxpayer.

Q Is it policy or procedure for I RS enployees to be
destroying the letters or docunents that a taxpayer submits
during this period of tine?

A Well, | don't think it's policy for destroying records at
the I RS, no.

Q You saw sone docunents involving refund requests from
February and April of 2002, is that correct?

A, Yes.

Q And you didn't give your notice to M. Snipes that he was
under crimnal investigation until My of 2002, correct?

A. That's correct.

MR. BARNES: Could we go to Governnent Exhi bit
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126-1? Could we go to the next page? The next page? Then
t he next page?

Could we turn that sideways? Could we blow up the
ri ght-hand side?

MR, McLELLAN: Obj ection, Your Honor

THE COURT: Yes?

MR, McLELLAN: This is outside the scope of
redirect.

THE COURT: Well, I'muncertain unless | see what
the -- this addresses sonething that was brought out on direct
exam nation or redirect exam nation?

MR. BARNES: Yes, Your Honor. It goes to the
question about the letter that was sent to M. Snipes on the
civil side while he was trying to work these out -- natters
out civilly.

THE COURT: Well, all right. [I'll overrule the
obj ection. Go ahead.

MR, BARNES: Could you bl ow up the right-hand side?
And coul d you blow up the box -- the "choice of action" box in
the middle that is sort of faded? It's that, sort of, gray
box. And then blow up that little box.

MS. AMBURGEY: | can't blowit up.

MR. BARNES: Oh. Okay. No problem
BY MR BARNES:

Q The -- what does the chart say about pay tax or do not pay
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tax? Do you see that on the chart?

MR, McLELLAN: bjection, Your Honor, outside the
scope.

THE COURT: | think I'minclined to agree,
M. Barnes, and this may be -- if | follow your purpose
correctly, it nmay be potentially ni sleading.

MR. BARNES: Your Honor, |I'mjust going to go
through the pay tax refund procedures on the bottom

THE COURT: Yes, but | don't understand that that
rel ates to anything that was brought out on redirect.

MR. BARNES: | believe they --

THE COURT: |'ll sustain the objection. Let's try
and nove al ong here.

MR, BARNES: Gkay. One nonent, Your Honor.

(Pause.)

MR. BARNES: No further questions, Your Honor.

THE COURT: M. WIson, do you have any recross?

MR, WLSON: Yes, very briefly, Your Honor

Wul d you pl ease display Exhibit 86?

RECROSS EXAM NATI ON

BY MR W LSON:
Q Agent Lalli, | believe this is sonething you testified
about previously. This is the client file for Douglas Rosile
with ARL, is that right?

A.  Yes, sir.
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Q Oay. And M. Rosile was not only a tax preparer, as
you've testified, he was also a client of ARL, is that right?
A, Yes.
Q Ckay.

MR WLSON:. If you could go to the next page?
Coul d you blow that up, please, a little bit?
BY MR W LSON:
Q And this is a docunment that you testified about; this is a
statenent of revocation wherein M. Rosile is revoking the
power of attorney that he granted previously to M. Baxley and
M. Ml atesta, correct?
A Yes, sir.
Q Oay. And the date -- you were asked about the date that
this docunent was signed, and the dates were Cctober 22nd of
2003, is that correct?
A, Yes.
Q Wichis well after M. Rosile ternmnated his relationship
as a tax preparer with Anerican Rights Litigators?
A, Yes.
Q Oay. Wiich, in fact, you testified to -- or you
testified was, fromyour recollection, April of 2002, is that
correct?
A. Based on the clains that |'ve seen and revi ewed.
Q Oay. Do you recall testifying before the grand jury?

A.  Yes, sir.
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Q Oay. On April 5th of 2006, as a matter of fact, you
testified before the grand jury in Jacksonville, correct?
A Yes, sir.
Q ay. And during that grand jury testinony, do you recall
telling the grand jury that M. Rosile concluded preparing tax
returns for Eddi e Kahn in Novenber or Decenber of 2001?
A, Yes.

MR, McLELLAN: bjection, Your Honor. This is
out si de the scope.

THE COURT: Well, 1'll pernmit that question.

Your answer was what, Agent Lalli?

THE W TNESS:  Yes.

MR, WLSON: Thank you, Your Honor. No further
questi ons.

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

THE W TNESS: Thank you, sir.

THE COURT: Next witness, counsel, please.

MR, McLELLAN: The governnent calls WIIliamKerr.

*** WLLIAM C. KERR was sworn by the Deputy Cerk ***

THE DEPUTY CLERK: Pl ease have a seat.

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

THE WTNESS: It's WlliamC Kerr, K-E-R R

THE COURT: CGo ahead, M. McLell an.
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WLLI AM C. KERR
being duly sworn, testified as follows:

DI RECT EXAM NATI ON
BY MR MLELLAN:
Q M. Kerr, what is your job currently?
A. Currently |I'm sel f-enpl oyed.
Q How | ong have you been sel f-enpl oyed?
A. Since Cctober 1. | retired fromthe Ofice of Conptroller
of the Currency Septenber 30.
Q Wen you were with the Ofice of the Conptroller of the
Currency, what was your title?
A. | was a national bank exam ner specializing in financial
fraud.
Q Is that office part of the United States Departnent of the
Treasury?
A. Yes. The Ofice of the Conptroller of Currency is part of
United States Treasury. W're responsible for supervising and
chartering national banks.
Q Generally, what are your areas of expertise?
A.  Since 1997 | specialized in financial fraud dealing with
all types of fictitious financial instrunments, fictitious
securities progranms, banking both within the United States and
out si de.

Prior to that, | had specialized in | ending area

functions, bank operations, conputer operations. | had
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the Conptroller's Ofice.

Q And how | ong was your career?

A. It spanned 39 years in total: the first 15 years as a
field exam ner working out of d eveland, GChio, where |
actually went on site into banks examining all the functions
of the bank; then | was five years in commercial banking, then
back with the Conptroller's Ofice for the balance of ny tine.
Q And you nentioned fictitious instrunments, did you not?

A. That's correct. Yes.

Q And you were working for the Treasury. Wy is the
Treasury concerned with these so-called "fictitious

i nstrunments"?

A. The fictitious instrunents that | was particularly
involved with were stated to be paid by various parts of the
U. S. government. Most of themwere supposedly to be paid by
the Secretary of the Treasury from an account at the
Departnent of Treasury.

Q In this case have you been asked to exam ne sone docunents
entitled "bills of exchange"?

A.  Yes, | have.

Q Are these purportedly drawn on the U S. Treasury?

A. Yes. They are directed to the attention of the Secretary
of Treasury, and each of the docunents indicated was to be

paid froman account at the Departnent of Treasury.
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Q I'mgoing to ask you, have you fornmed an opi ni on about the
validity of these supposed bills of exchange?

A.  Yes, | have.

Q Before you tell the jury about that opinion, I would |ike
to ask a couple nore questions about your background. What is
your education?

A. |'ma graduate of Mam University, Oxford, Chio, a

bachel or's degree in accounting and -- excuse ne -- bachelor's
degree in business, nmajoring in accounting; and | specialized
in extensive courses in finance.

Q D d you receive special training in the course of your
career with the office?

A.  Yes. As a bank exam ner, you receive specialized training
in various areas of banking, operations, lending. | also took
courses in anti fraud activities, and also | eventually wound
up teaching for the Conptroller's Ofice both banking, genera
banki ng, anti fraud courses. And for quite a few years | was
basically a special advisor to our |aw departnment on banking
operations and banking conditions. | subsequently took
several graduate courses in law at the United States
Departnent of Agriculture Graduate School

Q Did you do any teaching or training yourself?

A.  Yes, teaching within the office, and | also taught at the
A enco -- the National Fraud School, a section on banking. |

was al so involved in the establishnent and presentation of a

155

F012308 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

156
sem nar on -- that basically dealt with high-yield investnent
fraud, in other words, fictitious investnment prograns.

Q Have you testified as an expert in other cases?
A.  Yes, approximately a total of about 50-sone tines.
Fifty-four times, | believe.
Q Approximately what proportion of those were crimna
cases?
A. Al but three were crimnal cases. Three others were
hearings for the Conptroller's office, or in one case it was a
heari ng before the Saskatchewan Securities Comm ssion in
Canada

MR. McLELLAN:  The United States offers witness
WIlliam Kerr as an expert in the field of banking practices,
financial instrunents, and U.S. securities.

THE COURT: Counsel wish to inquire on voir dire or
reserve for cross?

MR. BARNES: No objection, Your Honor.

THE COURT: Al right.

MR. WLSON: No objection, Judge.

THE COURT: Then you may proceed, M. MlLell an.
BY MR MLELLAN:
Q | have a couple nore questions about the office that you
worked in until recently. Did that office offer any services
that were accessible to the public?

A.  Yes. As part of our overall operation, we did
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eval uations, analysis, provided expert testinmony to | aw
enforcenent; but also as a service to the public, we issued
various bulletins and warnings and alerts to the public
relating to various banking practices, but also particularly
to fictitious financial instrunents, nortgage fraud, nortgage
elimnation, and these are all published. Since about 1996
they have all been avail able on our website to the general
publi c.

Q Do you have in front of you Governnent's Exhibit Nunbers
117, 118, 119 and 120?
A, Yes, | do.
Q \Were these the docunents you were asked to examine in this
case?

(Pause.)
A.  Yes, they were.
Q Do these have the term"bill of exchange" on then?
A. Yes. At the -- at the top, one page |ists actual
constructive notice, non-negotiable. And in the second page
it says, "Registered bill of exchange in accord with HIR- 192,
not subject to negotiability."
Q And does that term show up on each of thenf

(Pause.)
A, Yes, it does.
Q Please explain how -- well, let ne ask you this: Are you

famliar with the term"bill of exchange"?
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A. Yes, | am Bill of exchange is a legitimte financial

i nstrunent.

Q ay. And how does a valid bill of exchange work?

A. Awvalid bill of exchange basically is a docunent issued
between two parties based on a legitimte transaction. It

nm ght be a sale of goods. It night be a transfer of
securities. But there is an actual itemthat the bill of sale

applies to or the transfer applies to, and it's between two or
three parties. They could be non-negotiable -- generally are
non- negoti able. But there is an underlying transaction that
it's based on.
Q Okay. Let's take a look at Exhibit 117.

MR, McLELLAN: Let's see if we could project it.
BY MR MLELLAN:
Q W're taking a | ook here at a part of the docunent that
says "registered bill of exchange." Do you see that?
A, Yes, | do.
Q | think you were reading the caption on this one earlier.
What's -- what's the full caption on this?
A. The caption on this docunent is, "Registered bill of
exchange in accord with HIR-192, not subject to
negotiability."
Q Oay. And to whomis this addressed?
A.  This docunent is addressed to Paul O Neill, Secretary,

Departnent of the Treasury, 1500 Pennsyl vani a Avenue
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Nort hwest, Washington, D.C., 20220. That is the correct
address for the Departnent of the Treasury.
Q Oay. And taking a look at the | ast sentence of the first
paragraph there, what's the total anount?
A. The total anount of this bill of exchange enclosed is
$1 million.
Q ay. And who appears to have signed at the bottom of
t his docunent ?
A. It's indicated to be signed by Wsley dash Trent Snipes.
Q \Wat does -- what does this docunment purport to do?
A. Based on reviewing this docunent, in Paragraph 1, 2, 3, 4,
it's directing M. Paul O Neill, secretary in charge or
deputy, to take the undersigned' s acceptance in exchange for
tax exenpt priority. It basically is directing them-- and
it's addressed to them-- to charge their personal Treasury
direct account for the mllion dollars.

Up on the top page of the docunent, it says R E
char ge-back of personal Treasury UCC contract trust account.
Agai n, that account does not exist.

It's, again, repeated in the second full paragraph.
Again, it's directing Secretary O Neill to charge back the
personal Treasury UCC contract trust account nunber [N
of the undersigned for the sanme value, which is indicated to
be $1 million in the previous paragraph, and charge the

account for the fees necessary for processing, registration.
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Q kay. Let's take a look at Exhibit 118.

Okay. Do you see a docunent captioned "Non-negotiabl e

bill of exchange in accord with HIR 192" here?

A.  Yes.

Q Wiat's the date on it?

A. The date on this one is Cctober 26, 2000.

Q And who is it being sent to?

A. That was being sent to Lawence H Sunmers, Departnent of

the Treasury. M. Sumers was at that tine the Secretary of

the Treasury. Again, it's addressed to the correct address,

1500 Pennsyl vani a Avenue Northwest, Washington, D.C., 20220.

Q Now, does this docunent -- let ne ask you this: Wat does

this docunent purport to do?

A. This docunent purports, again, to -- as it's stated in

Paragraph 2, this is directed to M. Summers, Secretary of the

Treasury: Please charge back to ny Treasury direct account

Nunber |l for the sane value, which is indicated to be

$1 million in the previous paragraph, and charge ny account

for the fees necessary for securing registration, et cetera.
So it's directing M. Summers to charge this Treasury

direct account for $1 mllion.

Q ay. And taking a look at the second page of the

docunent, who appears to have signed it?

A. Again, it appears to be signed by Wsley Trent Snipes.

Q ay. Taking a look at Exhibit 119, do you see one of

F012308 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

161
these bills of exchange in there?
Yes, | do.
kay. What is the date on it?
The date on this one is Decenber 31, 2000.

And who is it addressed to?

> O > O >

It is addressed to Lawence H Summers, Departnent of the
Treasury, 1500 Pennsylvani a Avenue Northwest, Washi ngton,
D.C., 20220. M. Summers was Secretary of the Treasury at
that tine.

Q Oay. And taking a look at the text, what does this
docunent purport to do?

A. This one -- again, in the |last sentence of the first

par agraph, the anmount of this non-negotiabl e charge-back
enclosed is $12 mllion. The next paragraph says, Please
charge back to ny Treasury direct account nurmber [ for
t he sane value, being the $12 million, and charge ny account
for the fees necessary for securing and registering,

et cetera.

Q And taking a | ook at the next page, who appears to have
signhed this one?

A. This appears to be signed by Wesley Trent Snipes al so.

Q And taking a | ook at Exhibit Nunber 120, to whomis this
one addressed?

A.  This one is dated Novenber 15, 2002, directed to

Paul O Neill, Secretary, Departnment of the Treasury, 1500

F012308 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

162
Pennsyl vani a Avenue Northwest, Washington, D.C, 20220.
M. ONeill, again, was Secretary of the Treasury.
Q Wat does this docunent purport to do?
A.  This docunment, as indicated in the | ast sentence of the
first paragraph -- the total anount of this bill of exchange
encl osed is $27,485.31. The next paragraph says: Please
charge back the personal direct -- excuse nme -- please charge
back the personal Treasury account nunber || llcf the
undersi gned for the sane val ue, being the 27,000 plus, and
charge the account for the fees necessary for securing and
regi stering, et cetera.
Q Wat is your opinion about these docunents nunbers --
Governnent's Exhibit Nunmbers 117 through 120?
A. These docunents are fictitious. They have no validity,
and they are worthl ess.
Q And what is the basis of that opinion?
A.  Nunber one, the United States Departnment of Treasury does
not nmaintain any accounts that any person may draw agai nst to
direct paynment to a third party. |In other words, there are no
accounts there that you can wite a check, a draft, a bill of
exchange or any other type of instrunment and cause noney to be
transferred to a third person. So you can't pay any of your
bills with this -- with these funds because there are no
accounts there.

And since there are no accounts there, there are no funds
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on deposit. So you have no account, no deposit.

And, thirdly, M. Snipes has no authority to obligate or
cause the Treasury to di sburse any funds.

Q Does the U S. Treasury ever issue bills of exchange?

A.  In nodern history, the United States Treasury has never

i ssued bills of exchange.

Q Is a private individual entitled to wite his own bills of
exchange on the United States Treasury?

A.  No.

Q Now, each of these docunents had UCC financing statenents

enclosed in them Could you -- did you see those in your

exam nation of these docunents?

A Yes, | did.

Q ay. Wiat's the proper purpose of a UCC financing

st at enent ?

A. A UCC financing statenent is filed to secure your right as
a lender to collateral. Let's say that you wish to purchase a
tractor, which is a non-titled vehicle. You go to the bank to
borrow the noney, and you pledge this tractor as collatera

for the | oan.

They' Il file a UCC-1 formon that. That's a -- it's a
formthat you file that secures the bank or the lender's
position in the collateral to the loan. |If it's a car title,
it's different, but it's for non-titled goods. It could be

inventory for a store, a tractor, anything that's non-titled.
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Q Did these financing statenents here sonehow nake the --
enhance the validity in any way of these docunents?
A.  No. These financing statenents were basically filed,
according to the informati on on there, by M. Snipes agai nst
M. Snipes hinself. This is a classic that | have seen many
times in this type of case -- that the UCC forns are filed
basi cal |l y agai nst yoursel f, against your birth certificate,
your license, marriage license, other docunents. It really
has no -- it adds no validity or value to the instrunent it
supposedl y supports.
Q Taking a |l ook at Exhibit Nunber 119, | think if you flip
forward through that exhibit, you'll see a letter fromthe
Chase Manhattan Bank in there. 1It's probably got a stanp on
it.
A, Yes.
Q Gkay. Wat about taking docunents and stanping, you know,
accept for value or non-negotiable charge-back, like this, and
attaching these to these bills of exchange -- does that have

any effect on their val ue?

A.  None whatsoever. It's a stanp that | see used in
connection with nany of these situations. |It's stanped on
parking tickets, tax returns, judgnents, and it's -- it's,

again, a stanp that basically adds no val ue whatsoever to any
of the docunents. It's just a stanp added to sone docunent,

and it's attached to one of these worthless bills of exchange,
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so, no, it adds no val ue what soever.

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

(Pause.)

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

THE COURT: M. Barnes?

MR. BARNES: Yes, Your Honor. Thank you.

CROSS- EXAM NATI ON

BY MR BARNES:
Q So all of these letters and docunents have no materi al
financial value, correct?
A. That's correct.
Q Do you know sonet hing about the Ofice of the Secretary of
the Treasury?
A, Yes, | do.
Q Could you tell the jury what the Ofice of the Secretary
of the Treasury is?
A. The Ofice of the Secretary of Treasury is the person who
is appointed by the President to run the Treasury Departnent.
Q And is the Internal Revenue Service underneath hinf
A. The Internal Revenue Service is part of Treasury, yes.
Q Wat are sonme of his qualifications normally to occupy
that position?
A. The Secretary of the Treasury?

Q Exactly.
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A | really don't know.
Q The Secretary of Treasury could never be fool ed by any of
t hese docunents, right?
A. To the best of ny know edge, they never have been, no.
MR. BARNES: No further questions, Your Honor.
MR. WLSON:. No questions.
THE COURT: Anything further of the witness?
MR. McLELLAN:  No, Your Honor.

THE COURT: Thank you, M. Kerr. You may step down,

THE W TNESS: Thank you.
THE COURT: M. Morris?
MR MORRIS: The United States calls Gary G af.
*** GARY GRAF 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: Gary Graf, GR A-F.
GARY GRAF,
being duly sworn, testified as follows:
DI RECT EXAM NATI ON
BY MR MORRI S:
Q M. Gaf, how are you enpl oyed?
A. |I'ma Special Agent with the Internal Revenue Servi ce,

Crimnal Investigation Division.
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How | ong have you been a Special Agent with | RS?
Twent y- one years.

Do you have any prior enploynent history before that?

> O > O

Yes. Prior to that | was a Revenue Agent for the Interna
Revenue Servi ce.

Q Are you one of the case agents that was assigned to this
i nvestigation?

A Yes, | am

Q Wen were you assigned to the investigation?

A.  On or about August 2002.

Q In the course of your duties investigating this case, did
you receive a package containing correspondence from Wsl ey
Snipes in |ate Cctober of 20037

A Yes, | did.

Q And did that correspondence chall enge your authority as a
Speci al Agent?

A Yes, it did.

Q I'mshowi ng you what's been nmarked for identification as
Governnent's Exhibit 139 and 140. Wuld you |l ook at 139
first?

(Pause.)

Do you recogni ze that exhibit?

Yes, | do.

VWhat is it?

> O > O

It's a letter addressed "Fromthe Desk of Wsley Snipes”
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to nysel f.
Q And what's the date that's on that letter?
Novenber 3, 2003.
And approxi mately when did you receive that?

The end of COctober of 2003.

o > O P

And is it signed by Wesley Snhipes?
(Pause.)
A Yes, it is.

MR MORRIS: At this tine the United States woul d
offer into evidence Governnment's Exhibit 139.

MR. BERNHOFT: No objection, Your Honor.

MR. WLSON: No objection

THE COURT: It's received.

MR MRRIS: |If we could publish the first page of
the docunent, please?
BY MR MORRI S:
Speci al Agent Graf, again, would you read the top portion?
"In reference" -- I"'msorry -- "In Re: authority for" --
The very top --
The very top?
-- of the screen
Oh. I'msorry. "Fromthe Desk of Wsley Snipes."
And the date on the letter, again?

Novenber 3, 2003.

. >» O >» O > O > O

And going over to the address, that's addressed to you, is
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that correct?
A It was at the tine.
Q Is that the address that you occupied for business
pur poses at that tine?
A.  Yes. That's correct.
Q And what is the reference line?
A. The reference line states "Authority for crininal
i nvestigations of federal income tax crines."
Q Wuld you read the first few sentences of the first
par agr aph?
A. "In reference to your alleged crimnal investigation of
nme, | nust informyou that | have been engaged in a study of
your authority to enforce Chapter 75 of the Internal Revenue
Code in reference to the federal incone tax.

"Recently, | was startled by a little-known regul ation
that casts substantial doubt upon ny belief that I RS Special
Agents, such as yourself, are really | aw enforcenent officers.
That which surprised me was 26 C.F. R Section 1.274-5T, paren
K, paren six, little" -- "two little |, paren, a tax
regul ati on whi ch provides as follows."

Q And that ends -- that paragraph that's next, is that a
citation fromthat Code of Federal Regul ations section?

A Yes, it is.

Q \Wat does that Code of Federal Regul ations section refer

to?
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A. It refers to a tax deduction that you can take. More
specifically, it references the recordkeeping in reference to
that tax deduction, specifically an unmarked | aw enf or cenent
vehicle. W're assigned, Special Agents, unmarked |aw
enforcenent vehicles, and that addresses that in that we have
to keep records and we're accepted to do that.
Q Does that provision have anything to do with your
authority as a Special Agent?
A.  No.
Q Wuld you read the sentence that begins "needl ess to say"?
A Oh. | see. "Needless to say, | was utterly shocked when
| read the above."
Q And would you read the last -- the beginning of the |ast

par agraph of the letter, which is on Page 11?

A |I'msorry. Starting with "l sincerely"?
Q Yes.
A. "l sincerely desire to avoid doi ng anythi ng whi ch ni ght

renotely be considered as an act that could inpede any I RS
agents engaged in the adm nistration and enforcenent of incone

t ax "inconme tax laws." Continue?

Q The next sentence, please.

A. "Certainly | would not wish to i npede even you. However,
as you've seen fromthe attached naterials, | cannot |ocate

any published del egati on order authorizing IRS units, such as

CID, to enforce Chapter 75 of the Code in reference to the
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federal inconme tax."
Q Go ahead.
A. "Could you please review the attached materials and point
out to ne which published del egati on order does, in fact,
authorize either CID units or yourself to adninister and
enforce Chapter 75 of the Internal Revenue Code?"
Q And it appears to be signed by Wsley Snipes, is that
correct?
A, Yes, it does.
Q Now, are there materials that are attached after that
letter?
A.  Yes, there are.
Q Wuld you hold themup and flip through it, please?
A. There's 228 pages.
Q Now, you said you received this correspondence in |ate
Cct ober of 2003, is that correct?
A. That's correct.
Q Was there an event in this investigation that occurred
shortly before you received this correspondence from
M. Snipes?
A.  Yes. Sonetinme before this Special Agent Lalli and | had
traveled to New York to serve subpoenas -- corporation
subpoenas on the custodi an of records, entities that related
to M. Snipes. And on those subpoenas was ny name and ny

title and the -- this unique address on those subpoenas. And
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that's the address that appears at the top of this letter.
Q And that was shortly before you received this
correspondence?

A.  Yeah, a few nonths.

Q D d you send any correspondence back to M. Snipes
regardi ng this?

Yes, we did.

Did you personal ly?

No, | did not.

Di d soneone el se?

Yes. The U S. Attorney's Ofice did.

o >» O > O »

And in substance, what did the U S. Attorney's Ofice
offer to do for M. Snipes in that correspondence?

A Well, at first he -- the letter states that -- infornmed
M. Snipes that he was the target of a federal grand jury

i nvestigation and that he had instructed the agents not to
respond to M. Snipes because he felt -- the U S. Attorney's
Ofice felt that it was not productive use of tine for us or
M. Sni pes.

And then I think finally he invited M. Snipes to
convey -- or neet in front of the grand jury to convey his
facts that he would be entitled to do, but he was al so
cautioned to obtain an attorney that was famliar with federal
grand jury investigations, and that attorney woul d be

available to M. Snipes during those proceedings if he chose
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to present materials or information to them
Q Now, did you receive other correspondence from M. Snipes
after this correspondence you've just been referring to?
A Yes, | did.
Q Looking at Government's Exhibit 140, do you recogni ze
t hat ?
A, Yes, | do.

Q Wat isit?

A It's aletter, again, fromthe desk of Wsley Snipes to
me.

Q Wat's the date?

A.  January 17, 2004.

MR MORRIS: Your Honor, at this time the
United States would offer Governnment's Exhibit 140.
MR, BERNHOFT: No obj ection, Judge.
THE COURT: It's received.
MR MXRRIS: And if we could publish the first page
of that docunent, please?
BY MR MORRI S:
Q And what is the reference line there?
A.  Questions regarding application of the federal income tax
| awns.
Q And would you read the first paragraph, please?
A. "By letter dated Novenber 3, 2003, | provided to you a

substantial ampunt of naterials related to the matter of your
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authority to engage in a crimnal investigation for federa
incone tax crinmes. | asked by nmeans of that letter for you to
informme of the published del egation of authority which
aut hori zed you to engage in such an investigation. To date, |
have not received" -- "I received no reply to ny inquiry to

you "of you."

Q Special Agent Graf, what is your authority to investigate
crimnal activity involving taxes?

A. |I'mgiven authority under Title 26, 7608, Part B.

Q Have you had people in the past question your authority as
a Special Agent?

A.  Yes, | have.

Q And how woul d you respond in those situations?

A. Usually | offer to show them nmy credentials, which
contai ns ny badge, ny badge nunber, and my comission with ny
picture |.D. on it.

Q And do your credentials set forth sone of your authority
as a Special Agent?

A, Yes, it does.

Q Do you carry a gun?

A, Yes, | do.

Q Is that a gun that you purchased yourself, or was it

i ssued to you?

A. No, it's provided by the governnent.

Q In fact, are you required to carry that weapon?
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A. The manual states we're required to have it avail able at
all tinmes.

Q Do your credentials include a badge that identifies you as
a Special Agent?

A.  Yes, it does.
Q Wat is sone of the authority you have as a Special Agent?
A My | read it?
Q Surely.

A. It says -- it has "Special Agent G af, Crininal
Investigation Division, US. Treasury. Special Agent G af has
authority to performall duties conferred upon such officers
under all laws and regul ati ons adm ni stered by the Internal
Revenue Service, including the authority to investigate,
execute and serve search warrants and arrest warrants and
serve subpoenas and summopnses, to nmake arrests without

warrant, carry firearms, nmake seizures of properties subject
to forfeiture, and to require and receive information as to
all matters relating to such aws and regul ati ons by the
authority of the Commi ssioner of the Internal Revenue."

Q Have you nmade arrests of people in the course of your
duties?

A.  Yes, | have.

Q Have you sought application for search warrants from
Federal Judges?

A.  Yes, | have.

175
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Q Have you taken part in the execution of federal search
war r ant s?
A, Yes.
Q Have you seized docunments and records pursuant to that
authority?
A, Yes.
Q And approximately how many crimnal investigations have
you worked in your career?
A. A few dozen.
Q Special Agent Gaf, what did you consider this
correspondence to be from M. Snipes?
A. | thought it was bizarre, and | didn't understand it. |
took it to be obstructive and diversionary.
Q Thank you.

MR MORRI'S: Those are ny questions for the w tness.

THE COURT: M. Bernhoft?

MR, BERNHOFT: Thank you, Judge.

CROSS- EXAM NATI ON

BY MR BERNHOFT:
Q Good afternoon, Special Agent G af.
Good afternoon.
Is it Gaf or Gaf?

Gaf, GRAF.

o > O P

Not the Deutsche, huh? Al right.

Now, you read into the --
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MR, BERNHOFT: Can we call up Governnent's 139,
pl ease, Ms. Anburgey? And can we go to Page 11, W501849?
Coul d you highlight that paragraph, please?
BY MR BERNHOFT:
Q Special Agent Graf, isn't it true that M. Snipes is
aski ng you a couple of questions in this 11-page letter and
the attachnents?
A, Yes.
Q He's asking you to identify the statutory authority by
whi ch you investigate Subtitle A incone tax, isn't he?
A, Yes.

MR, BERNHOFT: Could we pull up Governnent 140,
pl ease? Could we blow up the first two paragraphs,
Ms. Anmburgey? Thank you
BY MR BERNHOFT:
Q You've testified that this is the second letter you
received from M. Snhipes dated January 17, 2004, is that
correct?
A. That's correct.
Q Al right. Could you help us out and read the jury the
first two paragraphs there, please?
A. "By letter dated Novenber 3, 2003, | provided to you a
substantial ampunt of naterials related to the matter of your
authority to engage in a crimnal investigation for federa

incone tax crimes. | asked by nmeans of that letter for you to
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informme of the published del egation of authority which
aut hori zed you to engage in such investigation. To date, |
have received no reply to nmy inquiry of you. | do have
serious questions regarding your authority to engage in such
an investigation of ne, an Anerican citizen living here in
this country."
Q That's fine. Thank you.

So M. Snipes is asking questions, and in this follow up
letter he's asking -- he's indicating you didn't reply to him
and he's indicating he has serious questions about your
authority as a Special Agent, is that correct?

A. That's correct.
Q Al right.

MR, BERNHOFT: Could we go to Page 2 of that
docunent, please? |If you could go to the second-to-I ast
paragraph. Wuld you blow that up for us?

BY MR BERNHOFT:
Q Could you read that paragraph, please? This conmes from
Page 2, Governnent's 140. This is that January 17, 2004,

letter. Could you read that second-to-the-Iast paragraph,

Page 27

A. "Since it appears to nme that you are either unable or
unwi I ling to answer the questions | posed to you in ny
Novenber 3 letter” -- "2003 letter, | have concl uded that

perhaps | need to provide nore information to you, and that is
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the purpose of this letter, which is also contained on the
attached CD. This letter contains two parts, Part 1 and Part
2.

"In Part 1 | provide an analysis of the statutory basis
for the federal incone tax. Also provided is nmaterial
regardi ng the manner by which your agency conplies with
several laws applicable to it.

"In Part 2 | provide lots of federal statutes and in
effect” -- "in an effort to deternine the nmeaning of certain
important words. It is my hope that this additional naterial
denonstrates the inportance of the natters | raised in ny
first letter to you."

Q Special Agent Graf, did you review material s that

M. Snipes attached to this second letter dated January 17,
2004? Did you review the attachnments, the materials he
attached?

A, You nean the CD?

Q Yes.

A.  No.

Q ay. So do you know what he's referring to when he tal ks

about statutes, regul ations, cases, et cetera?

A | -- 1 wuuld say that | opened the CD, but | didn't review
it and examine it. It just didn't nmake any sense to ne.
Q Well, howwuld it nake any sense to you if you didn't

open it up and look at it?
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A Well, like | said, | started to like in the first letter,
and it's usual argunment that | didn't understand.
Q You didn't understand that he's asking a couple of
questions about your authority? You didn't understand that?
A. No, | understand the questions. It's just the other stuff
| didn't understand, the CD and the supporting material.
Q Again, how could you understand what was on the CDif you
didn't open it and | ook at the docunents there?
A. Like | corrected, | started to and | realized that |I've
seen sone of this stuff before.
Q Let's take a look at sonme of that nmaterial

MR, BERNHOFT: First, could we please go to Page 38
of this second letter here, please? There we are. Thanks.
appreciate that. Go down to the bottom if you would, please.
BY MR BERNHOFT:
Q Now, this is the last page of this January 17, 2004,
letter. Special Agent Graf, can you just read the | anguage,
t hat paragraph under "concl usion," please?
A.  "The above materials surely indicate that there is a
serious problemregarding your authority to engage in a
crimnal investigation of ne. Thus, | again ask could you
pl ease review the materials attached to nmy Novenber 3 letter
and point out to nme which published del egati on order does, in
fact, authorize either CID units or yourself to administer and

enforce Chapter 75 of the Internal Revenue Code."
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Q Al right. Special Agent Graf, are you faniliar with
del egati on orders?
A, Yes.
Q Al right. And you've had occasion to review del egation
orders in the course of your official duties?
A, Yes.
Q Al right. Wat delegation order does authorize you to
investigate a Subtitle A incone tax?
A. | believe it's Treasury Directive Order 150-10, but |
coul d be wong.
Q TD 150-107?
A. | think so, but I'mnot entirely sure.
Q How hard would it have been to wite a little letter to
M. Snipes saying, TD 150-10 is ny DOto investigate a
Subtitle A tax and that's the answer to your question?
A. | was precluded from answeri ng.
Q Precluded?
A, Yes.
Q Howis that?
A. The U S Attorney's Ofice responded on ny behal f.
Q That's non-responsive. Please listen to ny question
Speci al Agent Graf. How hard would it have been to wite a
letter to M. Snipes saying TDO 150-10 is the published
del egation of authority to do what |'m doi ng?

MR MORRIS: (bjection, asked and answer ed.
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THE COURT: Sustained. | think he answered that,
M. Bernhoft.

MR, BERNHOFT: All right, Judge.

BY MR BERNHOFT:
Q You referred to this --

MR, BERNHOFT: Actually, can we page down through
some of these docunents? W're going to go over this as
qui ckly as possible. I'mnot going to get into a great dea
of detail. Keep going, please.

Could we back up to Government 139? Ckay. Go to
the end of the letter. There's going to be sone naterials
there. Take a brief look at this, please.

kay. Wuld you go down one nore page? Okay. Stop
there. Could you blow up that left side with the key there?
BY MR BERNHOFT:

Q Are you famliar with what -- how a federal case is

printed in the U S. Reporter?

A.  No.

Q Have you read federal cases before?

A, Yes.

Q Al right. Does that look |like a federal case to you?
A. | assune so.

MR, BERNHOFT: Well, why don't we bl ow up that
information right below the key there, if we could,

Ms. Ambur gey.

182
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BY MR, BERNHOFT:
Q Al right. Wat does the last part of that say? What

court does that cone out of?

A Ninth Grcuit.
Q The United States Court of Appeals for the Ninth Crcuit?
A, Yes.
Q And that's a Federal Circuit Court of Appeal?
A, Yes.
Q Courts of Appeal are the courts that sit over U S
District Courts, right?
A, Yes.

MR, BERNHOFT: Go to the next page, please. |If you
could scroll rather quickly, | think there's a nunber of these

federal cases.

Way don't we stop there. Could you bl ow up Chapter
7 there, please?
BY MR BERNHOFT:

Q Do you recogni ze this docunent here in general, Special

Agent Graf?

A. |I'msorry. Wat page is that on?

Q The Bates nunber is W5 01877.

A, Okay. No, | don't.

Q That's a public |aw passed by Congress, isn't it?
A | don't know.

Q Al right.
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MR, BERNHOFT: Could we go down a few pages?
BY MR BERNHOFT:
Q Are you famliar with the Federal Register, Special Agent
G af?
A. |I've heard of it, yes.
Q Al right. Wat have you heard about the Federal
Regi ster?
A. | don't remenber.
Q Al right. You're not fanmliar that the Federal Register
is a conpilation of all regulations and notices that are
required to be published by federal |aw?
A.  Sounds, yes, famliar.
Q Al right.

MR, BERNHOFT: Keep going down, if you could. Stop
ri ght there.
BY MR BERNHOFT:
Q Do you recogni ze this page as being a page fromthe
Federal Register?
A. No, | don't.
Q So you didn't read any of these legal naterials, the
Federal Register or the Code of Federal Regul ations, public
| aws or federal cases?
A. Not that material that far back, no.
Q Al right. Now, Special Agent G af, you had nentioned

that the U.S. Attorney's Ofice had responded to M. Snipes
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with a letter, is that correct?
A. That's correct.
Q Al right. And in that letter did they answer M. Snipes'
questions?
A.  No.
Q Al right. So they didn't wite a letter to Wsley Snipes
sayi ng Special Agent Gaf is authorized by del egation order
TDO 150-10 to do what he's doi ng?
A.  No.
Q Al right. But instead they invited himto incrininate
hi nsel f before a grand jury, is that right?
A. They invited himto present -- | forget the exact
wording -- but to present -- or nake an appearance there with
assi stance of counsel.
Q Al right. Now, you' ve heard that Special Agent Lalli
testified that he had given advice of rights to M. Sni pes,
correct?
A. That's correct.
Q And those advice of rights included that anything he said
or did could be used against himin a court of law, correct?
A. That's correct.
Q So he was under that prohibition at the tine that he was,
quote, unquote, invited to appear at the grand jury, correct?
A.  Yes, he was.

Q Al right.
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MR, BERNHOFT: Could you turn to Governnent's 140
and particularly W5 021517

(Di scussion off the record between M. Bernhoft and
Ms. Anmburgey.)

MR, BERNHOFT: A nonent to confer with opposing
counsel, Judge?

THE COURT: |'msorry?

MR, BERNHOFT: A nonent to confer with opposing
counsel ?

THE COURT: You may.

(Pause.)

MR. BERNHOFT: Thank you, Special Agent Graf. No
questions, sir.

THE COURT: M. WIson?

MR. WLSON: No, Judge, | have no questions.

THE COURT: Any redirect, M. Mrris?

MR. MORRI'S: Thank you, Your Honor.

REDI RECT EXAM NATI ON

BY MR MORRI S:
Q M. Gaf, you were asked sone questions referring to a
publ i shed del egati on order. Specifically M. Snipes is asking
for a published del egation order. Do you recall those
questions?
A, Yes, | do.

Q Okay. Wat is your authority to investigate crinmes?
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A. |I'mgiven authority by Title 26, 7608, which gives ne
authority to investigate the Internal Revenue -- the crimna

viol ations of the Internal Revenue Code and rel ated fi nanci al

crimes.
Q Is that section of Title 26 that you just recited for
us -- is that available to the public?

A Yes, it is.

Q Is that part of the public laws of the United States of

Anerica?

A, Yes.

Q Can that be found in any law library?

A, Yes.

Q In fact, could it be found in the Internal Revenue Code
books?

A, Yes.

Q You were asked about the attachnents, the vol um nous
material s behind that -- those letters.

A Yes.

Q And | believe you said that you had seen sone of that
before, is that correct?

A. That's correct.

Q Were had you seen sone of that stuff before?

A. In other letters mailed to other Special Agents in other
crimnal investigations.

Q Did you look through sone of the attached material s?
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A Yes, alittle bit.
Q Didthey call into question in any way your authority to
investigate crininal activity?
A, You nean like the two sections -- the Section 274? |'m
sorry?
Q Any of the attached materials that you | ooked at, did they
cause any question in your mind as to whether you had any
authority to investigate crimnal activity?
A.  No.
Q Wuld it have been productive for you to send a response
to M. Snipes?
A.  No.
Q And what, again, was the timng of the steps in your
i nvestigation leading up to the receipt of these materials?
A. Prior to receiving this first and certainly the second
letter, | had been engaged in serving subpoenas with other
Speci al Agents in New York.
Q Thank you.

MR MORRIS: No further questions.

MR, BERNHOFT: Just briefly, Judge.

THE COURT: M. Bernhoft.

RECROSS- EXAM NATI ON

BY MR BERNHOFT:
Q Special Agent Graf, you heard Special Agent Lalli testify

with regard to IRS Publication 1, Your Rights as a Taxpayer,
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correct?
A. That's correct.
Q Al right. It contains a bunch of statenents in there
that Special Agent Lalli read into the record regarding
answeri ng taxpayers' questions, et cetera; that's correct,
isn't it?
A. That's correct.

MR MORRIS: (bjection, outside the scope of

redirect.

THE COURT: |I'mnot quite sure yet. Go ahead,
M. Bernhoft.

MR, BERNHOFT: I'Il connect it, Judge.

THE COURT: Go ahead.
BY MR BERNHOFT:
Q Now, you testified on redirect for M. Mrris that it
woul dn't have been productive to respond to M. Snipes'
letter, is that correct?
A, Yes.
Q But by doing so and sinply identifying TDO 150-10 as your
DO to investigate Subtitle A inconme tax, you would have
answered his question, and it would have confornmed to the --
your rights as a taxpayer nandate, isn't that true?
A |I'msorry. Wat was the last part?
Q It would have confornmed to the mandates of the publication

Your Rights as a Taxpayer to answer a taxpayer's questions?
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MR MORRIS: (bjection, outside the scope of
redirect.

THE COURT: Overrul ed.

THE WTNESS: No, that's not correct. That advice
of -- I'msorry -- that Publication 1 only speaks to civil
rights as in -- in-- in -- in the collection process and
exam nation. It is specifically excluded in that -- in
crimnal investigation, it is left out of that publication.
BY MR BERNHOFT:

Q Al right.

MR, BERNHOFT: No further questions.

THE COURT: Anything, M. WIson?

MR. WLSON: No, Your Honor.

THE COURT: Thank you, Agent Graf. You may step
down, sir.

M. Mrris, next wtness, please.

MR MXRRIS: The United States calls Tanya Burgess.

*** TANYA BURGESS 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 W TNESS: Tanya Burgess, B-U-R-GE- S S.

TANYA BURGESS,
being duly sworn, testified as follows:

DI RECT EXAM NATI ON
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BY MR MORRI S:
Q Ms. Burgess, how are you enpl oyed?
A. |'ma Supervisory Special Agent with IRS Crimna

I nvestigation in Pensacola, Florida.

How | ong have you been a Supervisory Special Agent?
Al nost a year.

And were you a Special Agent before that?

Yes, | was.

How | ong?

For 25 years.

And where is your current station of duty?
I n Pensacol a, Florida.

Were you assigned to this investigation?

No, | was not.

c >» O >» O >» O > O > O

In the course of your duties as a Special Agent, have you
recei ved correspondence --

MR, BERNHOFT: Judge, | have an objection regarding
this witness, 401, 402, and | really think it would be best to
be heard at sidebar

THE COURT: Cone to sidebar, then

AT S| DEBAR

MR, BERNHOFT: Judge, what we're getting into here,
first, is Governnment's 142, and this is a letter purported to
be witten by Dr. Ward Dean to this Special Agent.

The governnent's position, | suppose, is the letter
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is substantially sinmilar. The problemis, it's wholly
irrelevant. There's been no connection in this case.

She's not a case agent. Dr. Ward Dean is a
conpl etely separate case, has nothing to do with ARL. There's
absol utely no rel evancy what soever to this entire |ine of
questi oni ng.

And the same objection to what's coming out in
G 142; it's the sane thing. There's no rel evancy what soever.

THE COURT: Is this a governnent exhibit for
identification, 142, you're tal king about?

MR, BERNHOFT: Currently, Judge, we're tal ki ng about
Governnent's 141, which relates to this Special Agent Burgess
letter.

MR MORRI'S: Your Honor, | would intend to offer
through this witness Governnment's Exhibits 141 and 142 marked
for identification. She has first-hand know edge with regard
to receipt of both of those itens. They are not only sinilar
but essentially verbatim the exact sane docunents as
Governnent's Exhibit 139 that's been received. W're sinply
offering themto show that, in fact, the exact sanme type of
correspondence has been received in other crimna
i nvestigati ons.

MR, BERNHOFT: Your Honor, it's totally irrel evant
to this case.

THE COURT: Wit just a minute.
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What is the relevance of that to this case,

M. Morris?

MR, MORRI'S: Your Honor, the representations in
Government's Exhibit 139 that's been received into evidence is
that M. Snipes has engaged in an extensive eval uation of the
revenue -- | nean the crimnal -- the crinmnal investigator's
authority.

By showi ng the other two docunents that say exactly
the same thing, it beconmes readily apparent that that is not
true, that this is just another tax protester docunment that's
bei ng generated for obstruction.

THE COURT: What are the dates on the respective
docunent s?

MR, BERNHOFT: Governnent's 141 is July 15, 2003,
Judge. That is it right there.

THE COURT: \What's the date on the --

MR. BERNHOFT: Governnent's 142 -- | apol ogi ze --

THE COURT: No, what --

MR BERNHOFT: That's 142. 141 is Decenber 27,
2002.

THE COURT: No. What's the date on the docunent
that's already in evidence, is the question?

MR, BERNHOFT: |'m sorry.

MR MORRI'S: Nunmber 139 is the rel evant docunent.

And the date on that is Novenber 2003. So they were
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same tinme period within a year.

MR, BERNHOFT: M. Snipes' letter was post both of
these letters. And with all respect, M. Mrris hasn't
denonstrated rel evancy. | nean, what we have right nowis an
ARL conspiracy. |It's a finite conspiracy charged in the
Indictment. There's all sorts of evidence that various people
used relative formletters to engage the IRS --

THE COURT: Well -- all right. That's enough
M. Bernhoft.

MR, BERNHOFT: Ckay.

THE COURT: | don't think it has any probative val ue
worth pursuing, M. Mrris. For one thing it's not
necessarily inconsistent unless you' re prepared to prove that
this letter fromsoneone else to this witness is not derived
fromthe naterials that M. Snipes says that he generated in
Exhibit 139, but it's all collateral so --

MR, MORRI'S: Your Honor, | would propose, then, not
to offer Governnent's Exhibits 141 and 142 but to ask the
Wi t ness questions about 139 that's been received into
evi dence.

THE COURT: Well, go ahead. 1'Il listen to that.
You can make objection as we go al ong.

I N OPEN COURT:

BY VR. MORRI S:

194
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Q Ms. Burgess, in the scope of your duties as a Specia
Agent, have you received correspondence from peopl e who coul d
be classified as tax protesters?
A.  Yes, | have.
Q And did sone of that correspondence that you' ve received
question your authority as a Special Agent?
A Yes, it did.
Q I'mshowi ng you now what's been received into evidence as
Government' s Exhi bit 139.

MR, BERNHOFT: Sane obj ection, Judge, 401, 402,
rel evancy.

THE COURT: |'ll overrule that objection presently.

Go ahead, M. Morris.
BY MR MORRI S:

Q Ms. Burgess, would you | ook at Governnent's Exhibit 139,

pl ease?
A Yes, sir.
Q Is that docunent faniliar to you?

A Yes, it is.

Q Have you received correspondence that is substantially
identical to that?

A.  Yes, | have.

Q Have other Special Agents in your office received
correspondence substantially identical to that docunent?

A Yes.
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Q In the cases -- case or cases that you investigated where
you received correspondence substantially identical to
Governnent's Exhibit 139, what sort of events happened prior
to --

MR, BERNHOFT: (bj ection, Judge.

BY MR MORRI S:
Q -- receiving those docunents?

MR, BERNHOFT: This is irrelevant, Judge.

THE COURT: No, the examination relates to the
exhibit in evidence. I'minclined to overrule the objection
at this point to the exam nation of the wtness.

Do you recall that question, Agent Burgess?

THE W TNESS: Yes, sir

THE COURT: Go ahead. You may answer.

THE WTNESS: The investigation that | was assigned
to, we had issued a grand jury subpoena to the subject of the
i nvestigation requiring himto provide handwiting exenplars,
and he refused to provide those handwiting exenplars, so the
judge in the case --

THE COURT: Well, the question is -- | think you've
answer ed, Agent Burgess. That preceded your reception of
correspondence like the exhibit in front of you?

THE W TNESS: Yes, sir

THE COURT: Put another question, if you w sh,

M. Mrris. Co ahead.

196
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BY MR MORRI S:
Q And when you say you' ve received correspondence
substantially identical to that, is it, in fact, verbatim
ot her than the person sending it?
A, Yes, it is, the date and the person who sent it.
Q That's the only difference?
A, Yes.
Q And you received that correspondence after the target in
your investigation refused to provide handwiting exenplars
pursuant to a subpoena, is that correct?
A.  Yes. That's correct.

MR MORRIS: No further questions.

MR, BERNHOFT: Briefly, Judge.

THE COURT: M. Bernhoft.

CROSS- EXAM NATI ON

BY MR BERNHOFT:
Q Special Agent Burgess, good afternoon.
A.  CGood afternoon.
Q Are you aware that M. Snipes provided handwiting

exenpl ars pursuant to a grand jury subpoena in this case?

A I'mnot that famliar with the --
Q Exactly.
A, -- information in this case.
Q Exactly.
MR WLSON: | have no questions, Your Honor.
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THE COURT: Thank you, Special Agent Burgess. You
nmay step down.

M. MLellan?

MR, McLELLAN:  Your Honor, the governnent's prepared
to call a witness. However, | just need to put mnmy hands on
the exhibits.

THE COURT: Al right. Well, let's try and make use
of our tinme. Call your witness, and you can be | ooking for
your exhibits.

MR. McLELLAN: The governnent calls M ke Andersen.

*** M CHAEL ANDERSON was sworn by the Deputy Cerk ***

THE DEPUTY CLERK: Pl ease have a seat.

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

THE WTNESS: M chael Anderson, A-N-D-E-R-S-O N

M CHAEL ANDERSON,
being duly sworn, testified as follows:
DI RECT EXAM NATI ON
BY MR MLELLAN:
Q M. Anderson, how are you enpl oyed?
A. |I'ma Special Agent with the Crimnal |nvestigation
Di vi sion of |IRS.
Q And where is your post of duty?
A. Atlanta, Georgia.

Q And how | ong have you been with the Internal Revenue
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Service?
A For alittle over 25 years.
Q In what capacities have you served with the | RS?
A. For four and a half years | was a Revenue Agent with the
Exam nation Division. And since March 1987 |'ve been a
Speci al Agent with C D
Q Wat are your current duties?
A. | ama Conputer Investigative Specialist, or CIS, as
abbrevi ati on.
Q And how | ong have you been a Cl S?
A.  Since April of 1990.
Q Are you famliar with a business that went by the nane of
American Rights Litigators and then Quiding Light of God
Mnistries?
A Yes, sir.
Q Were you assigned to assist with an investigation of
persons associ ated with that business?
A Yes, sir.
Q Were you involved in the execution of a search warrant at
their offices on February the 13th of 2004?
A Yes, sir.
Q Now, where were those offices?
A.  Munt Dora, Florida.
Q Just generally, could you describe those offices?

A. A business office in a coomercial building. | renmenber
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there were sone -- it was on the main street in Munt Dora.
There were quite a nunber of little cubicles or offices within
the -- you know, within the nain office.

Q And what was your role in the execution of the search
war r ant ?

A. | inaged the conputers at the | ocation

Q ay. By immging the conputers, what steps did you take?
A Well, after identifying the roonms and marking for search
warrant purposes which roomwas which so we can nmake sure that
we know whi ch conputer canme fromwhere, we would -- generally
speaki ng, would renove the hard drive out of the conputer and
then attach themto a governnent conputer using either a
wite-block device or software to prevent witing to the
original hard drive.

Then we woul d make an i mage of the hard drive. An inmge
is like a picture of the -- of that exact nonent that we do
it. And this wite-blocking software or wite-bl ocking device
woul d prevent anything fromthe original hard drive to be
changed. So we would nake a copy of the hard drive, or an
i mge, and it would go to a governnent hard drive.

Q Oay. | take it that they did have conputer equiprment at
t hose offices?

A.  Yes. There were approximately 31 conputers at the

| ocati on.

Q Was there a conputer network?
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A.  Yes, sir, there was -- there were.
Q Please describe that.
A. There were six file servers. One of themwas an emil
server. One was a fax server. There was a backup type of
server. There was a video capture server. And then there was
a main file server where nost of the conputer data woul d be
stored, like your files fromthe network. And then there were
25 or so work stations, including one |aptop.
Q Did you take exact imges of what was on the hard disks of
those conputers?
A Yes, sir.
Q I'mtal king about the servers you nentioned. What
rel ati onship do these servers have to the other conputers in
t he busi ness?
A. Cenerally, file servers usually have a | arger storage
capacity on them a bigger hard drive, so you can naintain
nost of your files on the -- and the users fromthe network
can access these files on the main server. And that was the
ci rcunst ance here.

They had one -- | believe it's -- a Wndows 2000 server
was the operating system-- and they were storing a | ot of
their files on this server as a central storage | ocation
Q Special Agent Anderson, |'d like to direct your attention
to an exhibit we can publish here on the screen, 85 -- |I'm

sorry -- Governnment's Exhibit 81-5. Is this in any way
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connected with this conputer network you're describing?

A. |1 think so.
Q Ckay.
A. | don't really renmenber that picture, but it certainly is

net wor k cabl i ng.

Q Let ne ask you this: Wre these conputers connected by
cables in this manner?

A.  Yes. There were Ethernet cables, cables running from
office to office connecting all the conputers together.

Q D dyou locate a main operating data file on the main
server in that business?

A Yes, sir.

Q | think you m ght have nentioned this earlier: In what
file format was that data being kept?

A. This was a Mcrosoft Access database. And the nanme of the
file was GLGM OLE system DB, and the file extension on the
Access dat abase was dot MDB

Q Oay. And this type of database called Mcrosoft Access,

is that a common variety?

A Yes, sir. It's -- if you buy Mcrosoft Ofice, which is a
very conmon integrated package -- it cones with Wrd and

Excel -- Access usually conmes with it if you buy the ful
package.

Q kay. Could nost of the users on this network access that

dat a?
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A, Yes, sir. Fromquite a nunber of the desktop conputers or
the network conputers, there was an icon that you woul d doubl e
click on to access this database.

Q Oay. Didthis allowthemin sone automated fashion to
put information in and take information out fromthat

dat abase?

A Yes, sir.

Q Now, did you search that main Mcrosoft Access file for

i nformati on on Wesl ey Sni pes and Anen RA Fil ns?

A Yes, sir, | did.

Q Didyouidentify client nunbers for Wsley Sni pes and Anen
RA Fil ms?

A, Yes, sir. dient nunber 2586 is for M. Snipes, and
client nunber 2585 is for Amen RA Fil ns.

Q kay. Taking a look -- | guess you nay already have it in
front of you -- taking a | ook at Governnent's Exhibit Nunber
107-1, what is that docunent?

A. This is a table that came out of the database that we're
talking about. This is a client table. This lists the nane,
address, client nunber, emmil address; a |lot of personal

i nformati on concerning the clients.

Q D d you print that docunent?

A Yes, sir, | did. | converted this to Excel for ease of
printing and then we printed it -- or | printed it.

Q Howdid you limt that report to only contain infornation

203
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about Wesl ey Snipes and Aren RA Fil ns?
A. I n Access database, you can filter for a nane, or in this
case | filtered just for the client nunbers. Once |
identified what the client nunber was, | linmted the -- by
filtering it for M. Snipes and for Aren RA Fil ns.

Q ay. Taking a look at Exhibit Nunber 107-3, what is

107- 3?
A, 107-3 is a -- what we call a query that's done in Access.
When you ran this as part of the database, it will cone up and

ask you for the client nunber. And in 107-3, | typed in 2585,
and it provided ne with a listing of certain things based on
this query.

Q Oay. And as to 107-4, what is that?

A, It's the sane query but in this case one for client nunber

2586, which is M. Snipes.

MR. McLELLAN: The governnent offers exhibits -- |'m
sorry -- docunments marked for identification Nunbers 107-1,
107-3, 107-4.

MR. BARNES: No objection, Your Honor.

MR. WLSON: No objection

THE COURT: Each of those exhibits is received.
BY MR MLELLAN:
Q Taking a look at Exhibit Nunber 107-1 --

MR. McLELLAN: Perhaps we could publish it. |If

possi ble, focus at the top of it.
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BY MR MLELLAN:
Q ay. Wiat did you call this docunent?
A. This is the client table fromthat Access database.
Q Oay. So taking a look at the first row there, client
nunber 2586, could you read the content of the -- of the
colums on that first page for client nunber 25867
A.  Yes, sir. Menbership type: One. Last nanme nenber:

Sni pes. M ddl e nane nenber: Snipes. First name nenber

Wesl ey.
Q ay. And taking a look at nunmber -- | guess the second
row of that -- of that table, client number 2585, what

information is contained on the first page for that nunber?
A.  Menbership type: Nunber one. Last nanme nenber: Sni pes.
M ddl e name nenber: T. First name nenber: Wesley.

Q And taking a | ook at the second page of the printout,
what's in the colum there under "organization nanme"?

A. The first line is blank. The second line is Anen RA
Films, Inc.

Q I'msorry. Yeah. And to what client nunber does the
organi zation name Amen RA Filnms, Inc., correspond?

A.  2585.

Q Flipping forward to the page that contains the -- there's

a first colum there, email address -- | think it's the second
to the | ast page of the printout -- do you see that?
A.  Yes, sir.
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Q Wat's the email address given there for Wsl ey Snipes?
A.  CHI NAKA at ATTBI dot com
Q And what -- there's a colum to the right there. It says
"initial join date." Wat date is given there?
A.  March the 2nd, 2000.
Q Oay. And then there's -- the next column is captioned
UCC-1 client. What does it say for Wsley Snipes in that
regard?
A It says "true."
Q ay. Now, the second rowis the 2585 client nunber for
Amen RA Filns. On the page we have up here on the screen,
what does it say under "notes" for that one, if you can nake
it out?
A. SHREDDED-- oh. No Don the end. |I'massuning it
means shredded, but the columm has been cut off.
Q Oay. And what's the initial join date for Amen RA Fil ns?
A.  March the 2nd, 2000.
Q Directing your attention to Exhibit 107-3, what type of
output is this?
A. This is a query fromthe Access database, and this one is
for client nunmber 2585, which is Aren RA Fil ns.
Q Oay. And taking a look at these entries here for client
nunber 2585, what is -- what is the range of transaction dates
gi ven there?

A.  March 2, 2000, up through Decenber 10, 2001.
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Q And please read the description of the various -- |I'm
sorry -- read the contents of what's |isted under
"description" for the transactions.

A.  Annual nenbership fee, Check Number 506, I RS response
letter, FO A response underscore |letter dated; then annual
nmenbership fee, check, no cash, and then I RS response letter,
and then letter dated in parens.

Q Oay. Are there debit and credit colunms associated with
t hose transacti ons?

A Yes, sir.

Q Wat do the credit columms reflect as far as the apparent
paynments here?

A. It appears that there was a paynent made with a Check
Nurmber 506 on March 2, 2000 for $200, and then on April 1 --
April 11, 2001, there was another paynent made. | don't know
t he check nunber, but it was $200.

Q ay. And Exhibit 107-4, does this one correspond to

M. Snipes hinsel f?

A Yes, sir. It's client nunber 2586.

Q ay. Again, how was this generated?

A. This is a query out of the database fromthe main file
server.

Q Is this the kind of information that the enpl oyees could

generate who were using the systen?

A.  Yes, sir.

207
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Q Okay. | see quite a large nunber here. The -- let's take
a look at the transaction dates. What's the -- what's the
first one that has a transaction date?

A. It would be the second line down, and its description,
annual nenbership fee, and it's got a date of March the 2nd,
2000.

Q ay. And then how many nore are there for the year 20007
A, Three.

Q Oay. And could you -- | guess for 2001, what's the first
date you see there?

A.  March the 2nd, 2001

Q ay. And what was that transaction? Wat's the
description for that one?

A. It says IRS response letter, IM in parens.

Q Oay. And then let's just -- please read the descriptions
down that columm for M. Snipes' transactions here.

A. (Okay. The top one is IRS response letter, CX request.
Then there's annual nenbership fee; then you have Check Nunber
506. You have I RS response letter 3176; |IRS response letter

| M=, I RS response letter CP-515; |IRS response letter 861.

Then you have anot her annual nenbership fee. Then you
have | RS response letter, letter dated; then check, no cash;
then I RS response letter, letter dated; |IRS response letter
letter 2269-C, as in Charlie.

| RS response letter, letter 2050; then another IRS

208
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letter -- IRS response letter, letter 2050. |RS response
letter, letter dated.

You have two I RS response letters CP-540; then IRS
response letter, letter dated; IRS response letter CP-540; IRS
response letter CP-541; |IRS response letter, letter 937; IRS
response letter Privacy Act response, and then --

Q I'msorry. Now are we -- are we into January of 2002 here
for the timng of these?

A.  Yes, after the Check Number 3231.

Q Please carry on.

A. (Ckay. The first transaction appears to be January 14,
2002; IRS response letter, letter dated; IRS response |letter,
Privacy Act response; |IRS response letter, letter dated; IRS
response letter Form 1041; |IRS response letter UCC-1; then you
have check, no MO annual nenbership fee; I RS response letter

UCC Treasury filing; IRS response letter, state letter.

Q Okay. Now, is that it for the transactions for 20027
A Yes, sir.

Q Oay. Wiat is the first date for 2003?

A, March 24, 2003.

Q Oay. And what is the transaction there?

A.  Annual nenbership fee.

Q And on that sane day is there -- is there also another
entry?

A. Yes. |It's for a Check Number 1096.
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Q And in what amount under the "credit" colunmm was that

check?

A, $313. 65.

Q And what is the next date in 20037

A. Septenber 9, 2003.

Q And what is the transaction there?

A. |IRS response letter I M, underscore specific, underscore

ARL.

Q Oay. And finally, what is the final date in 2003 for
transactions for Wsley Snipes?

A.  Novenber the 4th, 2003.

Q And what was that transaction?

A. It's an I RS response letter, FO A response, underscore
letter, dated.

Q ay. Taking a look at a docunment marked for

identification Nunber 108, do you have that docunent in front

of you?

A Yes, sir.

Q Cay. Wat is that?

A. It is a word processing file done under M crosoft Wrd.
Q And did you print it out?

A Yes, sir, | did.

Q And does it originate fromthe conputers at Quiding Light

of God Mnistries as inaged by you --

210
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Q -- or your colleagues?
Taking a | ook at Exhibit Nunmber 109, what is that?
I"msorry. Docunment Number 109, what is that?

A. It is another word processing file done in Mcrosoft Wrd.
Q ay. And taking a look at Exhibit Nunber 110, what is
t hat ?
A It is a word processing file done in Mcrosoft Wrd.
Q ay. Do each of these bear the nanme Wesley Snipes in
t henf?
A.  Yes, sir, they do.
Q And were these all files taken fromimges that you seized
at the execution of the warrant?
A Yes, sir.

MR, McLELLAN: The governnent offers Numbers 108,
109 and 110 to be received into evidence.

MR. BARNES: No objection, Judge.

MR. WLSON: No objection.

THE COURT: All right. They are each received.
BY MR MLELLAN:
Q Taking a | ook at Nunber 108, do you recall the file date
of that one?

A. Yes. Can | pull out sonme notes to | ook at thenf

Q If you have sonething with you that could refresh your
menory --
A.  Yes.
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(Pause.)
A Yes, sir. Exhibit 108, the file date on that is Septenber
the 3rd, 2002.
Q Okay. Let's take a look at the contents of the docunent.

What's the -- what's the first page there?

A. It appears to be an envelope -- or what woul d be printed
on an envelope. It's got an address.

Q And who's being -- who's the addressee here?

A M. Paul ONeill, Secretary of the Treasury.

Q And who's the sender?

A. Wesley T. Snipes.

Q ay. And what's on the second page?

A It is aletter.

Q \Wat's the caption?

A. Caption? Wat do you nean?

Q I'msorry. In the nddle of the page there, is there a

designhation as to what this is supposed to be?

A Yes, sir. It says, Actual constructive notice,

non- negot i abl e.

Q And what's on the next page of the docunent? What's the
caption on that one?

A. It says, Registered bill of exchange in according with
HIR-192. It says, Not subject to negotiability.

Q And what's the last page of it?

A. The last page is a 1040ES, or estimted paynent voucher,
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fromthe IRS
Q And whose nane is on there?
A, Wesley T. Snipes'.
Q Taking a | ook at Exhibit Nunber 109, is the first page of
that al so an envel ope?
Yes, sir, it is.
kay. And what's the second page?
It appears to be a return address.
kay. And what about the third page?
Anot her envel ope.

kay. Who is that one addressed to?

> o >» O » O >

St ephen, or Steven, Stool Mieller, Revenue Speciali st
Third, Qut-of-State Warrants Section, in Tallahassee, Florida.
Q ay. And is the next one al so an envel ope?

A Yes, sir, it is.

Q And -- | guess we have several nore envel opes here.

Fli pping forward, do you see a docunent in there that's
captioned, Actual constructive notice?

A Yes, sir.

Q Oay. And following that, do you see a registered bill of
exchange?

A, Yes.

Q Taking a | ook at Nunber 110, what's the caption on this
one?

A. Attachnment to Form 1040, 1040X for tax year 1997.
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And whose nane?
Wesl ey Sni pes' .
kay. What was the date on this file?
On this file?

Yes.

> O » O > O

April 11, 2001.
THE COURT: M. MlLellan, that brings us to 5:00, so
| suggest we pause for the day.

Speci al Agent Anderson, you may step down from
there. W're going to recess until 9:00 in the norning.

THE W TNESS: Thank you.

THE COURT: And, nenbers of the jury, with ny thanks
to you for your patient attention today, you're now excused
until 9:00 in the norning.

Continue to be mindful, as I know you are, of all
the instructions you were gi ven when we began about avoi di ng
any exposure to extraneous information or conversations or the
like. And we'll stop until 9:00 in the norning.

(Ther eupon, the proceedings in this case for this

date were concluded at this tine.)

F012308 - Sni pes




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

215
CERTI FI CATE
We hereby certify that the foregoing is an accurate

transcription of proceedings in the above-entitled matter.

Dennis Mracle Dat e

Kelly Onen MCall Dat e
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