UNITED STATES TAX COURT

WALTER C. ANDERSON, g
Petitioner, g
v. ; Docket No. 20364-07
COMMISIONER OF INTERNAL REVENUE, g
Respondent. g
RESPONSE

PETITIONER, in response to the answer filed in the above referenced
case, admits, denies and alleges as-follows:

In relation to respondent's section '"5.". Respondent in a footnote 1
has indicated that they have been unable:to-:answer -alliissues: .appropriately
due to a "lack of sufficient information'. Respondent is correct that some
documents which are relevant to this proceeding are now being held by the
Criminal Investigation DPivision of the IRS. Petitioner does not have any
objection to a rule 6(e) order being granted with the follwwing cavesats:

That all information, including grand jury transcripts from all the grand
jury wittnesses called in this case are provided-:insluding all other possible
matériais) fordexample investigaturs:ad prosecutors interview notes for all
wittnesses and all the responses from any MLAT requests.made by the
government so that all the evidence inclddiggﬁty_exculpatory evidence will

be included in the compliance with the 6(e) order. vBetitioner is aware of
numerous exculpatory evidence and maﬁy exculpatory statementd-made~by

grand jury wittnesses and other individuals that were contacted in the coutse

of the investigation against him which were not revealed by the investigators

or the prosecutors,
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In relation to respondent's section '"7.'". Denies that the provisions
of I.R.C. § 6501 (¢} (1) applies in this matter. Denies that the petitioner
filed "false or fraudulent income tax returns for said years with intent to
evade tax," for the vears 1995, 1996, 1997, 1998 and 1999,

In relation to respondent's section "8.". Section 8.(a) denies that the
petitioner was required under the provisions of I.R.C. § 6038 to file a form
5471 in relation to Gold & Appel Transfer S.A. and Iceberg Tramsport S.A. for
any of the. tax years 1995, 1996, 1997, 1998 or 1999. Denies that foreign
business entities known as Gold & Appel Transfer S.A. and Iceberg Tranport
S.A. were "'controlled" by petitioner within the meaning of § 6038 of the
Internal Revenue Code for the tax years 1995, 1996, 1997, 1998 and 1999.
Alleges that petitioner during the tax years of 1995, 1996, 1997 1998 and
1999, did not have control of any foreign business entities which would have
required him to file a form 5471 per the definition of of contrel that is
provided in section 6038 of the Internal Revenue Code which states:

§ 6038 (e) (2)

Control of corporation. A person is in control of a corporation if such

person owns stock possessing more than 50 percent of the total combined

voting power of all classes of stock entitled to vote, or more than 50

percent of the total value of shares of all classes of stock, of the

corporation. If a person is in control (within the meaning of the

preceeding sentence) of a corporation which in turn owns more than 50

percent of the totla combined voting power of all classes of stock

entitled to vote of another corporation, or owns more than 50 percent of
the totla value of the shares of all classes of stock of another
corporation, then such person shall be treated a in control of such
other corporation.
'
Petitioner further alleges that while he exercised significant management
control over Gold & Appel Tranfer S.A. and Iceberg Tranport S.A., that he

did not have any interest or ownership of any stock of either corporation

in 1995, 19%, 1997, 1998 or 1999 and his activities on behalf of and for
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these foreign business entities was in relation to the Smaller World Trust,
a Charitable Trust which was created and endowed by the petitioner in 1993
in the British Virgin Islands and that Gold & Appel Transfer S.A. and
Iceberg Transport S.A. were at all tiges during the tax years 1995, 1996,
1997, 1998 and 1999 owmed 100 percent by the Trust.
Sectioﬁ 8.(b) denies that the provision cited by respondent is applicable
since no 5471 filing would have been required by petitioner if had no
ownership interest whatsoever in Gold & Appel Tranfer S.A. or Iceberg
Tranpost S.A. at any time during 1995, 1996, 1997, 1998 or 1999 and thus
could not be considered to have 'control" of these entities.
Section 8. (¢) Admits that petitioner did not file a form 5471 in relation
to Gold & Appel Tranfer S.A. or Iceberg tranport S.A. for taxable years
1995, 1996, 1997, 1998 and 199 as of July 17, 2007.
Section B.(d) Admits that the Notice of Deficiency was sent to petitioner
on July 17th, 2007. Denies the further allegations of the respondent in
relation to periods of assesment of income tax imposed with respect to
income items related to Gold & Appél Transfer S.A.:and. feeberg Transport S.A.
In relation to respondent's section "9,". Denies the allegation by
respondent that any underpayments of any tax which might have been required
to be shown on petitioner's income tax returns for tax years 1995, 1996,
1997, 1998 and 1999 are due to fraud.
Section 9. (a) Admits that petitioner was a employed as corporate executive
and was-engaged in the business of managing investment for his own account
during the years of 1995, 1996, 1997, 1998 and 1999,
Section 9. (b) Denies that pettioners residence was located.at 2012 Wyoming

Avenue, NW, Washington DC 20009 fo;@ approximately 1995 to February 1998 and
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at 3030 K Street, NW, Suite 305, Washington D.C. 20007 from apprcximately
February 25, 1998 to the end of 1999. Petitioner alleges that.he had no
residence within the United States in the years 1995, 1996, 1997 and 1998 and
that he became resident’ of 3030 K Street, NW, Unit 305, Washington DC 20007
in Early 1999 after extensive renovations were made after his purchase of

the property in 1998. Petitioner further alleges that he onwed a small
condominium progerty at 2012 Wyowing Ave, NW, Washington DC 20009 which he
used as an office and as a place to stay when he was in the Washington area
during the years of 1995, 1996 1997 and 1998. Petitioner further alleges
that during the years of 1995 to 1997 that he was the President of Esprit
Telecom a corporation which he founded in 1992 and in 1998 he remained the
Chairman of Esprit Telecom. Esprit Telecom intially had it's headquarters

in Amsterdam, Neterlands and later moved this headquarters to Reading, United
Kingdom (outside of London) and that Esprit Telecom maintained it's main
switching center in the City of London. Esprit Telecom did an Initial

Public Offering in 1997 and was listed oﬁ the NASDAQ and EASDAQ eachanges
until it was sold to another public corporation in 1999, Petitioner as.part
of his duties for Esprit Telecom spent significant time at the corporate
headquarters and the switching center and also travelled extensively to visit
the offices of Esprit Telecom which were in 8 countries within the European
Union (Ireland, France, Belgium, Neterlands, United KIngdom, Italy, Spain and
Germany) as well a to other destination outside the United'S{ates in relation
to the International business activities of Esprit Telecom. Petitioner was
in the United Stes less than on half the time and in Washington DC even less

due to business and personal travel within the UNited States during the years
1995, 1996, 1997 and 1999.
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Section 9. (b) Denies all allegations.

Section 9. (¢) Denies all allegations

Section 9. (d) Admits that petitioner's income tax returns were filed for
1995, 1996, 1997 1998 and 1999 on the cash method of accounting. Denies the
allegations relating to how the books and records were kept.

Section 9.(e) Admits the filing dates of returmsz: specified by respondent
are correct,

Section 9.(f.) Denies all allegations. Petitioner further alleges that he
at no:time:had.aay Subpart :F.type income from Gold & Appel transfer S.A-or
or any other source at any time.

Section 9. (g) Admits the allegations that amount cited were not reported on
his income tax for certain years. Petitioner alleges that these amounts were
paid to him by Eéprit Telecom as part of his overall compensation-and that for
some reason they were not reported on a W-2 filed by Esprit Telecom
subsidiary Icomnet S.4 along with petitioners other compensation and were not
filed on a 1095. Petitioner further alleges that the payment made in 1999

as part of a settlement was reported to his tax accountant but for some
reason was not included along with the other .income reported for that year,
Petitioner further alleges that these errors were not intentional or
fraudulent, That he had adequate funds to pay the correctltax on these
omnisions, that he had no financial motive or other motive to make such an -
eter and thaf the total amount of the errors is not materiay in ccmparisom to
the-oyerall claims of hundreds of millions of dollars of incomﬁ%i?:?éib}fthé% |

sa;niémeicﬁh?hiﬁmtesmhe;zat1e’gnt16ﬁ of interest income,

Section 9. (i) Denies the allegations. Petitioner alleges that Eeimbirssment
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