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CERTIFIED MAIL NO:_________________________________

RETURN RECEIPT REQUESTED

<<DATE>>

Mr. Don R. Whitlock
Chief, Collection Branch
Internal Revenue Service
Austin, TX  73301

Re: _________________(name). (SSN: ______________)
No Tax Return Filed for _____(year)

Dear Mr. Whitlock,

I am in receipt of your letter dated 5/2/01 (a copy of which is enclosed), in which you instruct me to file an income tax return (Form 1040).   Your letter threatens a possible summons or prosecution if I do not comply.   I strongly suggest you carefully read every citation included in this letter, as they are binding on you as an IRS employee (as well as the public and the courts), notwithstanding your preconceived notions about what the law requires.

In contrast to the public’s ignorance of the law for most of the 20th century, the Internet has now given them the means to understand the income tax law.  By making the entire law available to the public in searchable format, any “assertion” that the law requires a person to do something (such as you have made) can now be “double-checked” to see if there is statutory basis for the assertion or not. This proves that your assertions have no statutory basis whatsoever.  In my last letter to you, which you apparently completely ignored, I outlined the exact statutory basis behind my conclusion that the sources of my income were exempt from federal taxation, based on my examination of the full text of the law on the Internet, as well as prior statutes and regulations, where every reference to any legal topic can be closely examined.   

But to completely understand the limited scope of the federal income tax law properly, one must read the full text of the law very carefully, including all applicable parts of the law in both the statutes and regulations.  It is now clear to me that you have not done so otherwise you would not have sent such a letter.  Tragically, most people have read just the first few parts of the statutes (if they have seen the law at all), but it is impossible to correctly assess whether or not they have a federal income tax liability without the regulations, most importantly those under Subchapter N, Section 861.  

This letter would have been much shorter if I just quoted the law that provides irrefutable proof of the correctness of my position.  However, since I am also very interested in educating the public as to the truth in the law, and these letters will be available for education on the Internet, as well as proof of my “good faith” efforts and insistence on proof in the law, I am again taking the time to summarize the global structure of the critical parts of the law that most people (including “tax professionals”) have either misunderstood, ignored, or overlooked.  This is followed by a more detailed examination of the specific regulations under Section 861 (and Section 61), which detail the truth (and where it has existed for nearly 87 years).  This will show the public that not only can they understand what the law says and where it says it, but also that the law does NOT say what they were led to believe it said for nearly a century.  

Kept ignorant of the truth in the law, most people incorrectly believe that the income tax is a direct tax on incomes and that all incomes are taxed.  They do not know that the “income tax” is not a direct tax on incomes without apportionment (because this is prohibited by the Constitution), but is an excise (indirect) tax on certain very specific (limited) sources of income, where the “source” of the income is the “activity” that generated the income.  The “income tax” is really an “income source tax,” where the income is only the MEASURE of the amount of activity that is occurring. 

“The income tax is, therefore, not a tax on income as such. It is an excise tax with respect to certain activities and privileges which is measured by reference to the income which they produce.  The income is not the subject of the tax: it is the basis for determining the amount of the tax.” [Congressional Record, March 27, 1943, page 2580]

But they are also unaware that the Constitution severely limits WHAT Congress can tax, and that there is a crucial part of the law that tells the reader WHICH sources of income are taxed. To understand how this almost unbelievable misunderstanding of the truth in the law came about, one must know that it started when the public was deliberately led to believe that the 16th Amendment “permitted” a direct tax on incomes without apportionment, when it did nothing of the kind.   (Far more serious is that their superiors who knew better TOLD IRS employees that this was true, who then used it to intimidate ignorant citizens into paying money not owed by law.)   

The Secretary of the Treasury confirmed that direct taxation did not occur with the passage of the 16th Amendment (in agreement with the Supreme Court in Brushaber v. Union Pacific (240 U.S. 1), and again in Stanton v. Baltic Mining (240 U.S. 103)) in Treasury Decision 2303. 

“The provisions of the sixteenth amendment conferred no new power of taxation, but simply prohibited [Congress’ original power to tax incomes] from being taken out of the category of indirect taxation, to which it inherently belonged, and being placed in the category of direct taxation subject to apportionment.”  [Treasury Decision 2303]

Without knowing that the source of the income was what was being taxed only in certain limited circumstances, the public did not know to look to see if the source of their income was taxed or not.  If the public had known that they had to FIRST determine if the SOURCE of their income was taxed or not before they could determine if they had “taxable income” or not (as they are told to do at the bottom of Section 61), then they would have gone to Section 861 and following and the regulations thereunder (and its predecessors) which prove that most income sources are NOT taxed.  Therefore, deceiving the public about the true legal nature and limited scope of the income tax to “throw them off” virtually guaranteed that they would come to an incorrect conclusion that they owed federal income taxes when they did not. As a result, most people have been improperly paying federal income taxes that they never owed.   

Keeping them ignorant about the Constitution was also important; otherwise they would have known that Congress has no business in states’ business, in other words, no jurisdiction over intrastate commerce (commerce that occurs entirely within one of the 50 states).  They would have realized that federal taxation of such intrastate sources of commerce (from which most incomes are derived) was legally impossible.  The Internet helped to bring the essential parts of the puzzle together, and, furthermore, confirms that in the prior regulations and statutes that this taxation restriction has always existed (since 1913).

This is an outrage. The public should have been able to determine their federal tax liabilities, if any, with nothing more than a library card.  They should not have had to have the reading comprehension level of a PhD to understand what the law says.  The law should have told the truth right up front, rather than making the reader follow a tortuous and entirely unnecessary path to find the truth hidden in the regulations in a section of the law where nobody looks, because they did not know what to look for.  

As now, the public’s money should not have been taken by deception and threat, when no statutory basis existed to take it.  The Constitution was written to restrict the power of the federal government and the law reflects that fact no more clearly than in the limitation of income source taxation.  This written law is what all of us (including the government) are obligated to obey, and this law restricts federal income taxation severely, as it must, in order for the law to be constitutional, which it is.  

Like many others prior to the Internet, I was forced to rely on accountants and lawyers who I “assumed” were reading the law correctly (because they were supposed to be “experts”).  I was led to believe that the law was “too complicated” for me to understand, when the law is just a (big) pile of words.  But without knowing how the law is organized, how it is written (literally), how logical it had to be, and having computer “search engines” to search every part of it (so that no part of the law is missed), it is difficult to understand.  

But once you understand that statutory law is written literally and must be read literally; that the law means what the words say, then you realize that you have to read it very CAREFULLY as well as making sure that you read every single part, including the notes, cross-references, and everything else in any part of each section, and using only the legal definitions of words (not supplying your own definitions of what you “think” words mean), the truth becomes clear.      

A fundamental distinction separates the language of the legislature-the body (such as Parliament or Congress) which institutes a legal text-and the language of the judiciary-the body (the law courts and judges) which interprets and applies that text.  A pivotal role is played by the set of constitutional statements, statutes (Acts), and other documents which come from the legislature.  In these cases, the words, literally, are law.  [The Cambridge Encyclopedia of The English Language, 1995]  

And when this is done, the truth in the law becomes readily apparent: 

United States Code

TITLE 26 - INTERNAL REVENUE CODE 

Subtitle A - Income Taxes 

CHAPTER 1 - NORMAL TAXES AND SURTAXES

Subchapter A. Determination Of Tax Liability 

Subchapter B. Computation Of Taxable Income

Subchapter N. Tax Based On Income From Sources Within Or Without The United States 

1. 26 USC § 1 imposes the income tax on “taxable income.”

2. 26 USC § 61 defines “gross income” as income “from whatever source derived.”

3. 26 USC § 61 cross-reference (under notes at the bottom, which directs the reader to where the law treats income from “sources”):


Income from sources -


        
Within the United States, see section 861 of this title.

        

Without the United States, see section 862 of this title.

4. 26 USC § 63 defines “taxable income” as “gross income” minus deductions.

5. 26 USC § 861 and 26 CFR § 1.861 determine the taxable “sources of income.”

6. 26 CFR § 1.861-8 shows that the taxable “sources of income” from within the United States apply only to those engaged in international or foreign commerce (including commerce within federal possessions).  

How then did most everybody, including “tax professionals,” come to conclusions about federal income tax liabilities that are NOT supported by the law?  Astonishingly, instead of objectively examining each and every part of the law in a step-by-step manner (as above), these “tax professionals” had their own “preconceived notions” about what the law said (without verifying that these were true), “thinking” (incorrectly) that the federal income tax is a direct tax on incomes without apportionment (it isn’t), and that all incomes are taxed (they aren’t).  

They incorrectly “assumed” that having “income” automatically meant that they had taxable “gross income” (therefore “taxable income”) within the legal meaning of 26 USC § 1.  This mistake occurred because they stopped reading the law sooner than they should have.  Thinking they already “knew” the law what the law said and why it was written the way that it is (which in reality they did NOT know), they ignored a crucial part of 26 USC § 61 [Step #3 above] that is critical for the reader to be able to LOCATE the most important section of this part of the law, namely Section 861 and following and the regulations thereunder (as well as the regulations under Section 61). 
The directive in the law found at the bottom of 26 USC § 61 tells the reader to go to the regulations under Section 861, which is where it is clearly demonstrated that US citizens with domestically earned income from sources within the 50 states (most incomes) do NOT have “taxable income” (and have not had since 1913).  Why is the critical pathway directive in the Cross References so important?  

In the text of Section 61, “gross income” is defined as, “all income from whatever source derived,” and most readers mistakenly conclude that this means, “no matter where it comes from.”  But the directive tells the reader that there is an entire section of law devoted to what the law means by “source,” which subsequently proves in detail that “all income from whatever source derived, “ does NOT mean “all income, no matter where it comes from.”  

CROSS REFERENCES  [26 USC § 61]

Capital gains and losses, see section 1201 et seq. of this title. Guaranteed payments to partner for services or use of capital considered as made to one not member of partnership for purposes of this section, see section 707 of this title. Income from sources - Within the United States, see section 861 of this title. Without the United States, see section 862 of this title. Items… [Cross References, 26 USC § 61]
By working their way through the regulations under Section 861, the fundamental principle of federal income taxation is revealed to the reader, as follows:

An “item” of “gross income” listed in Section 61 is taxable only if it is derived from a taxable “source,” as outlined in Section 861 and following and the regulations thereunder.

By not reading ALL applicable parts of the law FIRST, prior to drawing a conclusion that they had “taxable income” or not, those readers made a huge blunder, meaning that they (incorrectly) proceeded directly to the statutes and regulations that apply ONLY to those people with “taxable income” within the meaning of 26 USC § 1, when most of them did not have such “taxable income.”  

Section 861 and following and the regulations thereunder ARE the critical parts of the law that the law says a person MUST use to FIRST determine if they have a taxable “source” of income or not (as well as specifically indicating whether their income is taxed or not), which is the critical step in determining if they have “taxable income” or not.   

And, without these very specific regulations that clearly show the limited scope of the federal income tax, I would have also come to an incorrect conclusion about my federal income tax liability, as you (and many others, including my “tax advisors” in the past) have done.  These regulations clearly show that:

1. The income I receive comes from activities which do not constitute “source[s] of income for purposes of the income tax” (26 CFR § 1.861-1), and;

2. I engage in no activities which generate taxable income, according to the section “for determining taxable income from sources within the United States” (26 CFR § 1.861-8), and;

3. The income I receive is excluded from the list of “non-exempt” income (26 CFR § 1.861-8T(d)(2)) (due to being exempted by Article I, Section 8 and the Tenth Amendment to the Constitution);

None of this discussion is my “interpretation” of the law, but only what the Secretary of the Treasury has specifically stated in the regulations (which I now know to be consistent with prior regulations and statutes), as well as in Treasury Decisions, which are much more specific than the statutes, which, read alone, can be misleading.  It is a fact that one cannot in the regulations expand the scope of the law to include that that is not specifically stated. Put another way, the regulations prove the restricted scope of the statutes, and if the law does not state it, then it does not exist.
Therefore, I am showing you what the law says, where it says it, and exactly how it supports my conclusions, no matter how different this is from what you have been told the law says (realizing that you may also have been deceived by the Treasury Department and the IRS administration).  If you have any citations of law to support your incorrect assertions about my federal income tax status to refute the 87-year regulatory history that tells me otherwise, then by all means now is the time to show them to me.  

Do not make assertions that are not backed by law, because this is a violation of Section 7214, where the law provides for punishment for fraudulent representation of what the law truly requires or authorizes: 
"Any officer or employee of the United States acting in connection with any revenue law of the United States - (1) who is guilty of any extortion or willful oppression under color of law; or (2) who knowingly demands other or greater sums than are authorized by law... shall be dismissed from office or discharged from employment and, upon conviction thereof, shall be fined not more than $10,000, or imprisoned not more than 5 years, or both." [26 USC § 7214(a)]
Therefore, as I said in my previous communication with you, I will not be filing an income tax return for the 1999 year, as the law does not require me to do so because I received no income subject to the federal income tax in 1999.  

Instead of threatening me with assertions not based in law, the Treasury Department and the IRS are obligated to help me understand the law as it does or does not apply to me, with specific citations that prove that I am wrong (as I have supplied you that prove that I am right): 

1) The mission of the IRS includes "helping [taxpayers] understand and meet their tax responsibilities." [IRS Mission Statement]

2) The mission of the Internal Revenue Service is to encourage and achieve the highest possible degree of voluntary compliance with the tax laws and regulations and to maintain the highest degree of public confidence in the integrity and efficiency of the Service.   [IRM 8.1.3.4.2  (05-19-1998)]

3) The federal regulations specifically state that "[t]he Internal Revenue Service encourages the discussion of any Federal tax matter affecting a taxpayer." [26 CFR 601.501(c)]

4) Under the Administrative Procedures Act, "the proponent of a rule or order has the burden of proof." [5 USC § 556(d)]

To date, Chief Counsel of the IRS has not answered specific questions (like the ones I include below with the regulations) about the regulations, despite numerous requests. Like me, and as the public and the press will be able to clearly see, most members of the public are not idiots, but hardworking and honest people who have “assumed” (to their detriment) that the federal government would never deceive them.  Now that they can see the exact wording of the law with their own eyes, they are refusing to be intimidated any longer by fraudulent “assertions” that have no basis in statutory law.  Deception and fraud concealed by silence (failure to respond) cannot be tolerated.  

Your letter is a perfect demonstration of what many other people are witnessing (now that they have the Internet to show them the law) which is the seeming lack of fundamental knowledge about internal revenue statutes and regulations on the part of IRS employees, with threats taking the place of where the law should be stated.  I am most concerned that IRS employees, whether knowingly or unknowingly, may be acting outside of their statutory authority in many cases.  This can no longer be permitted to happen, because such actions are illegal.  

Like me, an increasing number of people are refusing to commit felonies (Section 7206) by claiming that they have “taxable income” on a federal income tax return when they know and can prove that they do not.   Perjury did not occur in the past on income tax returns because I did not know what the law said.  But now that I know the truth, I cannot honestly act according to misinterpretations of the law, no matter how widespread or how long those misinterpretations have been going on, “helped out” by “tax professionals” who did NOT read the full text of the law or who knew the truth and ignored it in the pursuit of their own income.

Your letter specifically states that your records indicate that I received enough “income” in 1999 to trigger a filing requirement, but your statement contradicts what the law says.  A filing requirement depends upon the receipt of taxable “gross income,” not just “income” per se, which ultimately (as you have seen) depends on having a taxable “source” of income. (All underlined emphasis within citations in this letter has been added.) 

“[A]n income tax return must be filed by every individual... for each taxable year beginning after December 31, 1972, during which he receives $750 or more of gross income, if such individual is: (i) A citizen of the United States...” [26 CFR § 1.6012-1]

The regulations generally define “gross income” as follows:

“Sec. 1.61-1 Gross income.
(a) General definition. Gross income means all income from whatever source derived, unless excluded by law.” [26 CFR § 1.61-1]

Clearly, the regulation is saying that some income is “excluded by law,” and is therefore not considered “gross income,” and receipt of such “excluded” income does not trigger a filing requirement.  As noted below, the law does not include the sources of such excluded “gross income” under the list of taxable sources, nor is such income present in the list of income that is subject to federal taxation (see below). 

Among other glaring gaps of knowledge about the law, IRS employees have not been told the fundamentally important fact that the statutes must be used WITH the regulations, and are under the false impression that only income specifically excluded by statute (e.g. 26 USC § 101), can be “excluded” income, and that the “items” listed in 26 USC § 61 (such as “compensation for services”) are always taxable.  

Once again, the IRS’ own regulations clearly show that this is not the case, by showing that there are other “items” of “gross income” not excluded by statute that may be excluded from federal income taxation.

“[A] ‘class of gross income’... may consist of one or more items (or subdivisions of these items) of gross income enumerated in section 61, namely: (i) Compensation for services, including fees, commissions, and similar items...” [26 CFR § 1.861-8(a)(3)]

“{P]aragraph (d)(2) of this section... provides that a class of gross income may include excluded income.” [26 CFR § 1.861-8(b)(1)]

Although the statutes do not have to do so (being more generally written), the regulations must tell the reader all the taxing possibilities for a US citizen receiving income, and here they are doing just that.   The regulations must tell the truth, and they did so much more plainly in prior regulations (which I have if you want to see them, dating back to 1921), which are consistent with the current regulations.  

They specifically point out that there can be “items” of “gross income” that are listed in 26 USC § 61 that are, in some situations (such as mine and most US citizens), excluded from federal income taxation.   Therefore, it is incorrect to “assume” that the mere receipt of income means one has taxable “gross income.”  These regulations then specifically direct me to 26 CFR § 1.861-8(d)(2), which then “redirects” me to the temporary regulations under the same number (26 CFR § 1.861-8T(d)(2)).  Those regulations state the following:

“[T]he term exempt income means any income that is, in whole or in part, exempt, excluded, or eliminated for federal income tax purposes.” [26 CFR § 1.861-8T(d)(2)(ii)]

Once again, the receipt of income that is excluded “for federal income tax purposes” does not create a filing requirement, and in fact such income is not “gross income” according to 26 CFR § 1.61-1 (as shown above).  These steps in the law itself show that it is extremely important that one specifically determine what constitutes taxable “gross income” under the law and not just “assume” that all “gross income” is taxable, as you (and many others) have incorrectly done.   

In the next part of the regulations (26 CFR § 1.861-8T(d)(2)(iii)), the reader is told in yet another very specific way what types of income ARE taxed under federal law.   After giving the above definition of “exempt income,” the regulations then specify what is not exempt (i.e. what is considered to be “gross income” for federal income tax purposes).  

“(iii) Income that is not considered tax exempt. The following items are not considered to be exempt, eliminated, or excluded income and, thus, may have expenses, losses, or other deductions allocated and apportioned to them:
    (A) In the case of a foreign taxpayer...;                     

    (B) ...the gross income of a DISC or a FSC;

    (C) For all purposes under subchapter N of the Code... the gross income of a possessions corporation for which a credit is allowed under section 936(a); and

(D) Foreign earned income as defined in section 911...” [26 CFR § 1.861-8T(d)(2)(iii)]

For the record, I am not a “foreign” taxpayer, or a DISC or FSC, or a possessions corporation.   I am a United States citizen and in the year in question (1999), I did not receive any “foreign earned income” as defined in 26 USC § 911.  The “items” of income I received in 1999 (including “compensation for services”) are therefore excluded from “gross income” for federal income tax purposes.   

In another part of the regulations, the reader is specifically told the sources of income that are subject to the income tax.  And when you work your way through these sections, you discover that the only taxable sources of income have nothing whatsoever to do with the domestically earned incomes of US citizens earned exclusively from within the 50 states.  The specific list of taxable sources is found in 26 CFR § 1.861-8(f)(1), which are the “specific sources” subject to the income tax:

“The operative sections of the Code which require the determination of taxable income of the taxpayer from specific sources or activities and which gives rise to statutory groupings to which this section is applicable include the sections described below.
   (i) Overall limitation to the foreign tax credit…
   (ii)  [Reserved]
   (iii) DISC and FSC taxable income… [international and foreign sales corporations]
   (iv) Effectively connected taxable income. Nonresident alien individuals and foreign corporations engaged in trade or business within the United States…
   (v) Foreign base company income…

   (vi) Other operative sections. The rules provided in this section also apply in determining-- 
      (A) The amount of foreign source items…
      (B) The amount of foreign mineral income…
      (C) [Reserved]
      (D) The amount of foreign oil and gas extraction income…
      (E) (deals with Puerto Rico tax credits)
      (F) (deals with Puerto Rico tax credits)
      (G) (deals with Virgin Islands tax credits)
      (H) The income derived from Guam by an individual…
      (I) (deals with China Trade Act corporations)
      (J) (deals with foreign corporations)
      (K) (deals with insurance income of foreign corporations)
      (L) (deals with countries subject to international boycott)
      (M) (deals with the Merchant Marine Act of 1936)” [26 CFR § 1.861-(f)(1)]

None of these “sources” apply to United States citizens who live and work exclusively within the United States.  (Federal “possessions,” such as Guam, Puerto Rico, etc., are considered foreign under the law.)  This is the only list of “sources” in Part I of Subchapter N, or the regulations thereunder, which (as the regulations say) “determine the sources of income for purposes of the income tax.”  Therefore, I am not required to file a return for 1999 or make any tax payments.  

 (As further proof of the correctness of this position, confirmation is found in several IRS publications, such as the specific instruction booklet for Form 1040, and IRS Publication 525 which also states U.S. citizens “must” report foreign-source income.  No such statement is made concerning the domestic income of U.S. citizens.)

It is clear that you simply “assumed” that I should have reported my income as being taxable on the tax return you allege I should have filed.   Again, this is contrary to your own regulations, which clearly state that 26 USC § 861(b) (and in some cases 26 USC § 863) generally describes “how to determine taxable income of a taxpayer from sources within the United States after gross income from sources within the United States has been determined” (26 CFR § 1.861-8).  The relevance of Section 861 is plainly spelled out in the related regulations, which include the following:

“Determination of sources of income

Sec. 1.861-1 Income from sources within the United States.
(a) Categories of income. Part I (section 861 and following), subchapter N, chapter 1 of the Code, and the regulations thereunder determine the sources of income for purposes of the income tax...  The statute provides for the following three categories of income:

    (1) Within the United States. The gross income from sources within the United States, consisting of the items of gross income specified in section 861(a) plus the items of gross income allocated or apportioned to such sources in accordance with section 863(a). See Secs. 1.861-2 to 1.861-7, inclusive, and Sec. 1.863-1. The taxable income from sources within the United States, in the case of such income, shall be determined by deducting therefrom, in accordance with sections 861(b) and 863(a), the expenses, losses, and other deductions properly apportioned or allocated thereto and a ratable part of any other expenses, losses, or deductions which cannot definitely be allocated to some item or class of gross income. See Secs. 1.861-8 and 1.863-1.

    (2) Without the United States...

    (3) Partly within and partly without the United States...

(b) Taxable income from sources within the United States. The taxable income from sources within the United States shall consist of the taxable income described in paragraph (a)(1) of this section plus the taxable income allocated or apportioned to such sources, as indicated in paragraph (a)(3) of this section.” [26 CFR § 1.861-8]

But there is more.  Treasury Decisions have the legal weight of regulations.  Treasury Decision 6258 also tells me that Section 861 (and following and the regulations thereunder) is the right place to be to determine one’s taxable income from sources within the United States.

“Rules are prescribed for determination of gross income and taxable income derived from sources within and without the United States, and for the allocation of income derived partly from sources within the United States and partly without the United States or within United States possessions.  §§ 1.861-1 through 1.864.  (Secs. 861-864; ’54 Code.)” [Treasury Decision 6258]

And the actual 861 regulations themselves repeatedly tell me HOW to determine whether or not I have “taxable income” or not:  

"Determination of taxable income. The taxpayer's taxable income from sources within or without the United States will be determined under the rules of Secs. 1.861-8 through 1.861-14T for determining taxable income from sources within the United States."  [26 CFR § 1.863-1(c)]

"Sections 861(b) and 863(a) state in general terms how to determine taxable income of a taxpayer from sources within the United States after gross income from sources within the United States has been determined." [26 CFR § 1.861-8]

"The taxable income from sources within the United States… shall be determined by deducting therefrom, in accordance with sections 861(b) and 863(a), [allowable deductions]. See Secs. 1.861-8 and 1.863-1." [26 CFR § 1.861-1]

"Sec. 1.861-8 [is the section] for determining the taxable income from sources within the United States." [26 CFR § 1.862-1]

"Secs. 1.861-1 to 1.863-5 [give the principles] for determining the gross and the taxable income from sources within and without the United States." [26 CFR § 1.863-6]

And, when the titles of the 861 statutes and regulations are seen together: 

26 USC § 861(b) is entitled "Taxable income from sources within the United States," and the corresponding regulations in 26 CFR § 1.861-8 are entitled "Computation of taxable income from sources within the United States *and from other sources and activities." (The portion of the title after the asterisk was added in 1978.)

With such overwhelming evidence in the law, you must have simply ignored Section 861 entirely in reaching your erroneous conclusion that I received taxable income in 1999 that should have been reported on a tax return.  However, this also clearly shows that whenever anybody stops reading the law short of Section 861 (as you and many others have done), it is impossible to correctly determine if a person has taxable “gross income” (therefore “taxable income”) or not under federal law. 

The reason why it is impossible to make an accurate determination is because Section 861 and following and the regulations thereunder ARE the critical parts of the law that exist specifically to help the reader “determine the sources of income for purposes of the income tax.”  This is much more clearly shown in the prior regulations.  

(For your information, in all THREE main printings of the Internal Revenue Code (USC, USCS, and USCA), and in 26 USC § 61 itself (as shown above) which generally defines “gross income,” there are editorially-supplied cross-references to Section 861 regarding “Income from sources within the United States.”  A similar reference appeared in the text of the law in the 1939 statutes, as Section 22(g), proving statutory and legislative consistency over time).

In your letter, you also acknowledge receipt of my letter dated 3/12/01 (a copy of which is enclosed), and the text of your letter shows that you simply ignored the contents of my letter, including the numerous citations of statutes and regulations (as above) proving that you are incorrect in “assuming” that I was required to file a return or pay federal income taxes, for the 1999 year.   

But in this letter you also state that the IRS does not have “the authority to change the tax laws,” implying that the law somehow backs your assertions.  My letters have not asked you to change any laws, nor was it complaining about or “protesting” any law.   I simply cited the existing law to prove my conclusions.  The regulations are binding on you, and your false assumptions about what you “think” the law says (but does not say) do not give you permission to disregard the regulations.  

Thanks to the Internet, you can (no longer) just ignore the written law and make “assertions” not based in law, no matter how long you have done these things incorrectly to other citizens (because the IRS administration did not tell you the truth in the law).  No matter who makes them, incorrect assertions do not override the Treasury regulations, which are the “official notice” to the public of what the law requires (or does not require) them to do.   

Therefore, I am requesting you to ask your superiors about these regulations, and have them tell you (and then me) in writing what the regulations mean if not what they actually say.  I also encourage you to forward them to the Office of Chief Counsel of IRS/Treasury in Washington, as well as the Office of Tax Policy, which actually created the regulations and who know the history of the prior regulations and with which the current regulations are consistent.  

Ask them that if the regulations do not mean what they say then why are the current regulations consistent with the prior regulations (and statutes) for nearly 87 years?  I encourage you to get statements signed under oath (where it is felony perjury to lie) if the law is different than what I have outlined.  I must have proof in the law that I am wrong; otherwise the law makes it very clear that my conclusions are correct.  

Therefore, by receipt of this letter, you have now been given formal notice (twice) of the above citations, and if you continue your harassment based on your ignorance of the law, you will be personally liable for both civil and criminal penalties.  Intentional disregard of the Treasury regulations is grounds for dismissal under Section 1203 of the IRS Restructuring and Reform Act of 1998, and demanding sums greater than what is required by law is a felony under 26 USC § 7214.  

I have made my position abundantly clear, proving my conclusions objectively using ONLY the actual statutes and regulations.  The IRS can no longer do the dirty work for the Treasury Department, who has kept them ignorant of the truth in the law, when their own regulations prove otherwise.  It is my opinion, and the opinion of many others, that the Treasury Department knows the truth, knows that many people are misinterpreting the law, and are doing nothing to correct it; in fact, by their silence, they are encouraging it to continue.   

Learning about the law has made it clear why there is no federal tax trial, hearing, or proceeding in which the prosecution has been able to demonstrate the statutes and regulations that taxed the domestically earned incomes of US citizens or made them liable for such income. For example, in an argument submitted by Bruce Hinshelwood, Assistant United States Attorney in Orlando, Florida, he admitted:

“The government is unable, therefore, to offer case authority for the universally accepted proposition that a citizen of the United States, working and residing in the United States, subject to federal law, earning wages, and responsible for filing an income tax return, is liable for taxation.” 

It is now clear, using the law itself that such a “universally accepted proposition” is in fact dead wrong, obviously made by DOJ lawyers who did not understand the law yet were determined not to let the lack of statutory proof of taxation stand in their way. 

But the plain fact of the matter is that the law DOES tell the reader the truth about who is taxed and under what circumstances.  While there are some complicated rules about various foreign tax credits, various federal possessions, etc., the statutes and regulations, past and present, show that there are only three situations in which there can be “taxable income” subject to the federal income tax:

1) Nonresident aliens and foreign corporations receiving income from     within the United States.

2) Citizens of the United States receiving foreign income.

3) Domestic corporations receiving a large percentage of income from within federal possessions (which are technically foreign to the 50 states).  

The Internet has also provided the public access to the Internal Revenue Manual, which is the instruction manual for all divisions of the Internal Revenue Service, where some key entries show the true legal (limited) scope of the federal “income tax.”  The Criminal Investigation Division (CID) of the IRS is the division that deals with criminal violations of the federal “income tax” laws, including tax evasion and failure to file a return. Section 1132.55 of the Internal Revenue Manual (entitled “Criminal Investigation Division”) begins as follows:

“The Criminal Investigation Division enforces the criminal statutes applicable to income, estate, gift, employment, and excise tax laws… involving United States citizens residing in foreign countries and nonresident aliens subject to Federal income tax filing requirements…” [IRM, Section 1132.55 (1991 Ed.)]

Notice that there is NO mention of the domestically earned income (sources) of US citizens earned exclusively from within the United States, and you threaten me with a failure to file penalty?  You need to read your own manuals more carefully.  

Similarly, the federal regulations found in 26 CFR § 601.101(a) describe in general the functions of the Internal Revenue Service. The only specific mention in these regulations of who or what is subject to taxes administered by the Internal Revenue Service reads as follows:

“The Director, Foreign Operations District, administers the internal revenue laws applicable to taxpayers residing or doing business abroad, foreign taxpayers deriving income from sources within the United States, and taxpayers who are required to withhold tax on certain payments to nonresident aliens and foreign corporations…” [26 CFR § 601.101(a)]

In keeping with the deceptive structure used throughout the statutes and regulations, the reader is left to assume that some other matters are also under IRS jurisdiction, but nothing else is specifically mentioned. 

You also threatened to send me a summons for my “books and records” in your letter You already have information concerning the income I received in 1999, which I have done nothing to hide; and I have proven that this income is not taxable pursuant to 26 USC § 861(b) and 26 CFR § 1.861-8.  The power of the IRS to summons records reaches only individuals who are: 

26 CFR § 301.7602-1(b:) 

“Summons. For the purposes described in paragraph (a) of this section the Commissioner is authorized to summon the person liable for tax or required to perform the act,….to produce such books, papers, records, or other data, and to give such testimony, under oath, as may be relevant or material to such inquiry;..” [26 CFR § 301.7602-1(b)]

or who have, 

26 CFR § 601.105(b)(1): 

“….Revenue agents (and such other officers or employees of the Internal Revenue Service as may be designated for this purpose by the Commissioner) are authorized to examine any books, papers, records, or memoranda bearing upon matters required to be included in Federal tax returns and to take testimony relative thereto and to administer oaths. [26 CFR § 601.105(b)(1)]

You have no power to summon records that relate only to income (such as mine) that is excluded for federal income tax purposes.    Again, you are overstepping your legal authority, based on your false “assumptions” about the scope of the federal income tax.  As I said above, it is a felony for an individual to sign a return that “he does not believe to be true and correct as to every material matter” (26 USC § 7206).   I will not sign a return stating that my income is taxable when I know that it is not, and I would strongly caution you against trying to coerce me into committing a felony, as every element of these communications is being documented.   

If people owe taxes imposed on them by law, then they are required to pay them, whether they like it or not; but to deceive them into paying that which is not owed by law is grossly unethical and reprehensible.  There are those in the government who have known the truth and have done nothing about it for political expediency, and those high up in the IRS have known this, as they work with the Treasury Department. 
"In a recent conversation with an official at the Internal Revenue Service, I was amazed when he told me that 'If the taxpayers of this country ever discover that the IRS operates on 90% bluff the entire system will collapse' ". Henry Bellmon, Senator (1969) 

Bluff?  This is nothing more than theft-by-deception, betting on public (and most IRS employees) ignorance of the written law!   As a summary, I will also briefly mention how the law I have outlined above shows that other sections of the statutes (Sections 6001, 6011, and 6012) have been incorrectly cited as “creating the requirement” to file federal income tax returns by those who did not understand the truth in the law when they did nothing of the kind.  These sections are conditional (to the specifics found in the 861 regulations, as demonstrated).  What again are those conditions? 

Sections 6001 and 6011 require the filing of a return by those liable for a tax, and 6012 requires the filing of a return by individuals who receive a certain level of "gross income" (26 CFR § 1.6012-1).  As discussed in detail above, the filing requirement depends upon "gross income" received, NOT "income" per se. Some income is "excluded by law" from being "gross income" (26 CFR § 1.61-1). While most IRS employees and tax professionals incorrectly “assume” that the only certain "items" specifically exempted by statute (e.g. 26 USC § 101) are "excluded income," and assume that the "items" listed in 26 USC § 61 are always taxable, the Treasury regulations state otherwise. 

According to 26 CFR § 1.861-8(a)(3) and 1.861-8(b)(1), the "items" of income listed in 26 USC § 61 (such as "compensation for services," "interest," etc.), which make up "classes of gross income," may include income that is "excluded" for federal income tax purposes (see also 26 CFR § 1.861-8T(d)(2)(ii)). The regulations then go on to give a complete list of those circumstances in which the "items" in Section 61 would NOT be "excluded by law" (i.e. when they WOULD constitute taxable "gross income"). That list, found in 26 CFR 1.861-8T(d)(2)(iii), excludes the income of most Americans.

My Herculean efforts to read the actual law and understand it reflect my sole intent to obey the law correctly, as written, and I will no longer stand by while others make incorrect assertions about what the law says that it does not in fact say.  Once again, if you believe I am incorrect, then by all means send me any substantive information [citations of law] that proves that your assertions about my federal income tax liabilities are legally valid.   

However, iif you continue to ignore the Treasury regulations, I hereby formally request an in-person meeting at which to discuss your allegations that I am required to file a return for the 1999 year.   That is, if you intend to move forward based on your false assumptions about what the law requires of me, the Treasury regulations demonstrate that I am to be afforded in-person hearings at which to discuss our disagreement (see 26 CFR §§ 601.105, 601.106).  

“The Internal Revenue Service encourages the discussion of any Federal tax matter affecting a taxpayer.” [26 CFR § 601.501(c)]

Pursuant to 26 USC § 7521, I hereby inform you that I intend to audio-record any such meeting, as well as bring one or two witnesses.   The exact statements made in any and all such meetings will then be transcribed and made available to the public on the Internet, as well as the press, as well as the Treasury Department.  It is important to have the truth documented no matter what the venue, including personal face-to-face meetings.  If you are telling the truth, then it is important for all to see, and it is even more important to document if you are not telling the truth. 

According to the Restructuring Act of 1998, when a federal employee acts outside of his legal authority (not just outside of what he assumes to be his legal authority), he risks being terminated for his conduct.  A government official who acts under color of law becomes personally liable for his actions, and this liability is real and enforceable. 

"(a) In General.--Subject to subsection (c), the Commissioner of Internal Revenue shall terminate the employment of any employee of the Internal Revenue Service if there is a final administrative or judicial determination that such employee committed any act or omission described under subsection (b)... 
(b) Acts or Omissions.--The acts or omissions referred to under subsection (a) are-... (3) with respect to a taxpayer, taxpayer representative, or other employee of the Internal Revenue Service, the violation of-- (A) any right under the Constitution[*] of the United States; 
(6) violations of the Internal Revenue Code of 1986, Department of Treasury regulations, or policies of the Internal Revenue Service (including the Internal Revenue Manual) for the purpose of retaliating against, or harassing, a taxpayer..." [RRA 1998, § 1203]

In keeping with my desire to precisely document either in writing (or audio) everything that is done, I am enclosing the exact regulations of Sections 61 and 861 that support my conclusions.  I therefore highly suggest that you forward the “Questions regarding the proper application of the Federal Income Tax” that accompany the Section 61 and 861 regulation “exhibits” to IRS counsel, as well as the Office of Tax Policy, and that you do not harass me further until they provide you with substantive answers based in law, which you can then forward to me.   

Using the Internet, instead of “opinions” or “assertions” about what the law requires, the proof (or lack of proof) of statutory basis can be obtained each and every time.   I urge you to be one of the increasing numbers of IRS employees who are using the Internet to confirm the truth for yourself at Congress’ own websites to verify (as I have done) that the law does not say what you have been told it says.  This exodus should not surprise you; the personal liability that now exists and is enforceable has made many IRS employees want to see the law that they have been “told” about (but in fact does not exist). You can also go to strictly educational websites such as www.taxableincome.net and see the exact wording of the law for yourself. 

Please respond in writing at your earliest convenience.

Sincerely,

______________________________
<<NAME>>.

cc:
Charles O. Rossotti

Commissioner, Internal Revenue Service

1111 Constitution Avenue, NW

Washington, D.C.  20224

cc:
John Ashcroft, Attorney General

U.S. Department of Justice 

950 Pennsylvania Avenue, NW 

Washington, DC  20530-0001

cc:
Senators Phil Gramm and Kay Bailey Hutchison

Russell Senate Office Bldg

Washington, DC  20510-4302

Enc:

· Demand letter

· 1 page of three questions and 14 pages of Section 61 and 861 regulations 

· Constitutional limitations on Congress’ taxing power  

