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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

UNITED STATES OF AMERICA : Criminal No. 05-66
. !
WALTER ANDERSON,
aka Mark Roth,
Defendant.

GOVERNMENT’S MOTION FOR DETENTION

The United States, through its attorney, the United States Attorney for the District of
Columbia, respectfully requests this Court to detain defendant Walter Anderson and schedule a
hearing, pursuant to 18 U.S.C. Section 3142. The government intends to establish at the hearing
that Mr. Anderson poses an exireme flight risk and will attempt to obstruct justice if he s not
detained pending trial. In support of its Motion, the government submits the following:

Introduction

Mr. Anderson has been charged by a federal grand jury in a twelve count indictment,
alleging tax evasion (26 U.8.C. Section 7201), obstructing the due adminjstration of the internal
revepue laws (26 U.S.C. Section 7212 (a)) and fraud (22 BC Code Section 3221(a)). For more
than two decades, Mr. Anderson has engaged in a systematic course of fraudulent conduct to
evade the assessmuent and payment of approximately $200 million in income taxes owing to the
United States and the District of Columbia governments.

Beginning in 1992, as Mr. Anderson realized that the merger of his first successful
company, Mid-Atlantic Telecom (“MAT™), with Rochester Telephone Corporation (“RTC”)

would result in substantial taxable earnings, Mr. Anderson formed an offshore corporation to
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reccive the income. At that time, Mr. Anderson already owed the IRS hundreds of thousands of
dollars in back taxes, interest and penalties. To evade paying taxes to the IRS, Mr. Anderson
formed a tiered offshore corporate structure into which he transferred his personal assets.

First, Mr. Anderson formed Gold & Appel Transfer, 8.A. (“G&A™) in the British Virgixi
Islands (“BVT"), a known tax haven with strict secrecy laws. Mr. Anderson hired a trust
company to serve as G&A’s registered agent and sole director. At Anderson’s direction, the trust
company issued only 10 shares of the 1,000 authorized G&A shares to Tcomnet, another BVI
company previously formed by Mr. Anderson. Mr. Anderson granted himself an exclusive
option to purchase the remaining 990 shares for $990 to insure that no one other than Mr.
Anderson could own these remaining shares. Neither the option not Mr. Anderson’s name was
recarded in BVI's public records. Shortly thereafter, Mr. Andersotl directed MAT’s corporate
secretary to transfer his MAT equity to G&A. When the MAT/RTC merger was consummated in
September 1993, RTC paid G&A, not Mr. Anderson, more than $4 million in RTC stock.

At approximately the same time of this merger, using the alias “Mark Roth,” Mr.
Anderson formed another offshore corporation, Iceberg Transport, S.A. (“Iceberg”) in Panama
and made G&A a wholly-owned subsidiary of Iceberg. Again, Mr. Anderson hired a Panamanian
law firm. and its employees to act as registered agent, officers and directors for Iceberg. These |
individuals, however, took all direction from Mrz. Anderson. To avoid revealing the owners’
names, Mr. Anderson formed Iceberg as a bearer share company and consistently maintained that
he did not know the owners’ identitios. He denied personally owning any of its equity.

I addition to MAT, Mr. Anderson founded Telco Communications Group (“Telco™) in

Chantilly, Virginia, and Esprit Telecom (“Esprit™), based in several European cities. Mr.
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Anderson personally owned a significant portion of the equity in both these companies.
Eventually, Mr. Anderson transferred his personal ownership interests in Telco and Esprit to
Iceberg and G&A for little or ho consideration. Each of these transfers of shares to the offshore
entities was carefully timed to pre-date any major capital events for those companies so that the
substantially appreciated stock waé owned by G&A at the time of the taxable event. With well
over $100 mallion in earnings realized by the public offerings in Telce and Espﬁt, Mr. Anderson
invested in other business ‘veumr'es. By the end of 1999, he had generated more than $450
million in net earnings.

Citizens of the United States are obli gated to pay taxes on worldwide income. According
to the internal revenue laws, G&A and Iceberg are considered controlled foreign corporations
(“CFCs”). ACFCisa foreign entity of which more than 50% of the total stock is owned by
United States sharcholders. One who owns, cither directly, indirectly or constructively, 10% or
more of the total voting power of the foreign corporation’s voting stock is deemed a United
States shareholder for CFC purposes. Investment type income eamed by the CFC, whether
distributed ér not, is allocated to each of the United States shareholders by the amount of stock
owned, directly or indirectly, by him. These regulations require that this amount be reported on
the United States shareholder’s US Individual Income Tax Return. Aware of his legal
obligations, Mr. Anderson intentionally omitted this income on his federal returns.

Residents of the District of Columbia are similarly required to report these garnings on
Ll;eir District of Columbia Income Tax Returns. M. Anderson did not report this income on his
District of Columbia tax returns. In fact, with the exception of 1999, Mr. Anderson failed to file

any income tax returns with the District of Columbia government for the relevant years, falsely






