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Appendi x A

c/ o general delivery
San Rafael, California
Postal Code 94901/ TDC

Sept enber 23, 1991

M. John Knox, Director
Texas H Il County Patriots
Kerrville, Texas Republic
Postal Code 78028/ TDC

Dear John:

| amwiting to thank you for the tine you spent explaining to ne your
in-depth wunderstanding of federal jurisdiction at the recent Denver
Conference on tax and nonetary reform

By listening to you and Walt Mers debate the question in the hotel
| obby, | cane to believe that you have done a great deal of good research,
John. | was very rewarded by ny decision to stay and pick your brains after
Walt wal ked away.

| am also witing this letter to remind you of your offer to send ne
copies of the legal briefs you nentioned during our conversation. Encl osed
are 20 FRN's to this end.

| am slowly collecting substantive papers on the questions of federal
jurisdiction, the definitions of "United States", their inplications for
Congressional taxing powers and statutes, and their inplications for the
Anerican econony in general.

It is nmost intriguing, for exanple, that Alaska becanme a State when it
was adnitted to the Union, and yet the United States Codes had to be changed
because Al aska was defined in those Codes as a "state" before adnission to
the Union, but not afterwards. This apparent anonaly is perfectly clear once
the I egal and deliberately m sleading definition of "state" is understood.

Even though ny own research has only scratched the surface of this
guestion, | now have anple reasons to believe that the fluctuating
definitions of "United States" in Title 26 are |likewise intentional and may
constitute the essential core of a system of deliberate |egal deception that
was fastened upon our entire nation by the year 1913.

Not ably, M. Brushaber was identified in his court docunents as a New

York Citizen. The Union Pacific Railroad Conpany was incorporated by
Congr ess. Accordingly, Brushaber was a State Citizen identified as a
nonresi dent alien and taxed upon unearned inconme that derived from a donestic
cor poration. He was alien to the jurisdiction of the corporate United

States, and nonresident within that jurisdiction because he resided within
New York State. He derived incone from a donmestic corporation, because the
Union Pacific Railroad Conpany was incorporated by Congress, i.e., in the
District of Colunbia.
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If the Union Pacific Railroad Conpany had not been incorporated by
Congress, it would have been a foreign corporation (i.e., foreign to the

federal, corporate United States). I f Brushaber had resided in the District
of Colunbia or in sone other federal enclave or possession under exclusive
jurisdiction of Congress, he would have been a resident alien. If he had

been born inside this exclusive jurisdiction, or if he had been naturalized

he woul d have been a United States citizen, not an alien, regardl ess of where
he resided. Note that | have been careful to distinguish a "United States
citizen" froma "Citizen of the United States"; the fornmer is a person under
the jurisdiction of Congress, while the latter is not.

It is quite stunning how the carefully crafted definitions of "United
States" do appear to unlock a horribly conplex statute, and also expose
perhaps the greatest fiscal fraud that has ever been perpetrated upon any
people at any tinme in the history of the world.

I will anxiously look forward to receiving the |egal papers which we
di scussed i n Denver

Thanks very much, John, for your significant contributions to our
i mportant and difficult search for the truth in this matter.

Sincerely yours,
/s/ Paul Andrew Mtchell, Founder

Account for Better Citizenship

copies: interested coll eagues
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John H. Knox

In Propria Persona

c/o 111 Stephanie Street
Kerrville, Texas Republic
Post al Code 78028/tdc

UNI TED STATES DI STRI CT COURT FOR
THE VWESTERN DI STRI CT OF TEXAS

SAN ANTONI O, TEXAS

JOHN H. KNOX and LO'S C. KNOX

)
)
Plaintiffs, )

) Case No. SA-89-CA-1308

V. ) (Consolidated with

) SA- 89- CA- 0761)

THE UNI TED STATES, )
HERVAN SI LGUERO and )
)
)
)

DOROTHY SI LGUERO,
Def endant s

VEMORANDUM | N SUPPCRT OF REQUEST
FOR THE DI STRI CT COURT TO CONSI DER THE T.R. O
AND | NJUNCTI ON DENI ED BY THE MAG STRATE

Plaintiffs in the above entitled action are NONRESI DENT ALIENS with
respect to the "United States" as those terns are defined in 26 U S.C, and
have had no incone effectively connected to a trade or business within the
"United States". They COVE NOWto file this their Menorandum in Support of a
Request for the District Court to Consider the Tenmporary Restraining Oder
and the Mdtion for Injunction and, in support, to show the Court as follows:

1. The issues as to whether there are different neanings for the
term "United States", and whether there are three different "United States”
operating within the sane geographical area, and one "United States"
operating outside the Constitution over its own territory (in which it has
citizens belonging to said "United States"), were settled in 1901 by the

Suprenme Court in the cases of De Lima v. Bidwell, 182 U S. 1 and Downes V.

Bidwel |, 182 U. S. 244. In Downes supra, Justice Harlan dissented as follows:
The idea prevails with some -- indeed, it found expression in argunments
at the bar -- that we have in this country substantially or practically
two national government s; one, to be nmaintained under the
Constitution, with all its restrictions; the other to be muintai ned by

Congress outside and independently of that instrunent, by exercising
such powers as other nations of the earth are accustoned to exercise.

[ Downes supra, page 380, enphasis added]
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He went on to say, on page 382:

It will be an evil day for Anerican liberty if the theory of a
governnment outside of the suprenme |aw of the land finds |odgrment in our
constitutional jurisprudence. No higher duty rests upon this court
than to exert its full authority to prevent all violation of the
principles of the Constitution.

[ Downes supra, page 382, enphasis added]

2. This theory of a governnent operating outside the Constitution
over its own territory, wth citizens of the "United States" belonging
thereto under Article 4, Section 3, Cause 2 (4:3:2) of the Constitution, was
further confirmed in 1922 by the Suprene Court in Balzac v. Porto Rico, 258
US 298 (EXHBIT #4), wherein that Court affirmed, at page 305, that the
Constitution does not apply outside the linmts of the 50 States of the Union,
quoting Downes supra and De Linma supra; that, under 4:3:2, the "United
States" was given exclusive power over the territories and the citizens of
the "United States" residing therein.

3. The issue arose again in 1944, in the case of Hooven & Allison
Co. v. Evatt, Tax Conmissioner of O©Chio, 324 U S. 652, wherein the U S
Suprene Court stated as follows at page 671-672 (EXH BI T #8):

The term"United States" may be used in any one of several senses. [1]
It may be nmerely the name of a sovereign occupying the position

anal ogous to that of other sovereigns in the famly of nations. [ 2]
It may designate the territory over which the sovereignty of the United
States extends, [ 3] or it may be the collective nane of the states

whi ch are united by and under the Constitution.? (]

[ brackets, nunbers and enphasis added]

Quoting Fourteen Dianbnd Rings v. United States, 183 U S. 176; cf. De Lim
v. Bidwell, 182 U S 1, Dooley v. United States, 182 U S. 222; Faber v.
United States, 221 U S. 649; cf. Huus v. New York & P.RS.S. Co., 182 U.S.
392; (Gonzales v. Wllians, 192 U S. 1; Wst India Gl Co. v. Domenech, 311
U s. 20.

The Court, in Hooven supra, indicated that this was the last time it
woul d address the issue; it would just be judicially noticed.

4, The issue arose in Brushaber v. Union Pacific Railroad Conpany,
240 U. S. 1. In that case, the high Court affirned that the "United States”
could levy a tax on the incone of a nonresident alien when that incone
derived from sources WTH N the "United States" (i.e. its territorial

jurisdiction).

L See Langdell, "The Status of our New Territories," 12 Harvard Law
Revi ew 365, 371; see also Thayer, "Qur New Possessions," 12 Harvard
Law Revi ew 464; Thayer, "The Insular Tariff Cases in the Suprene

Court," 15 Harvard Law Revi ew 164; Littlefield, "The Insular Cases,"
15 Harvard Law Revi ew 169, 281.
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5. Based upon the decision in Brushaber supra, the Conm ssioner of
Internal Revenue, wth the approval of the Secretary of the Treasury,
promul gated the Court's decision as Treasury Decision 2313 (see EXH BIT #1).
T.D. 2313 declared that Frank R Brushaber was a NONRESIDENT ALIEN with
respect to the "United States". T.D. 2313 also declared that the Union
Pacific Railroad Conmpany was a DOVESTIC CORPORATION with respect to the
"United States" (i.e. its territorial jurisdiction).

6. The Conplaint (EXH BIT #2) filed by M. Brushaber shows that he
was a nonresident of the "United States", residing instead in the State of
New York, in the borough of Brooklyn, and a Citizen thereof, wth his
princi pal place of business in the borough of Manhattan. He owned stocks and
bonds issued by the Union Pacific Railroad Conpany, upon which a cash
di vidend was declared to him by said conpany, a donestic corporation of the

"United States". Union Pacific was chartered by an Act of Congress for the
territory of the federal state of Uah, in order to build a railroad and
tel egraph line and other purposes. It is a matter of public record that the

Union Pacific Railroad Conpany was a donestic "United States" corporation, of
the federal state of Uah, residing in the District of Colunbia, with its
princi pal place of business in Manhattan, New York. |t was created by an Act
of the "United States" Senate and House of Representatives (under their
exclusive authority, granted by the Constitution for the United States at
1:8:17) on July 1, 1862 by the 37th Congress, 2nd Session, as recorded in the
Statutes At Large, Decenber 5, 1859 to March 3, 1863 at Chapter CXX, page 489

(EXHI BIT #3). Considering the foregoing evidence of the diversity of
citizenship of the two parties, it is clear that M. Brushaber was a
"nonresident alien with respect to the United States", who had incone from
sources within said "United States". H's incone derived from the Union

Pacific Railroad Conpany, a corporate citizen created by Congress and
residing WTHIN the "United States" (i.e. the District of Colunbia). (See
EXH BI T #3)

[A] donestic corporation is an artificial person whose residence or
domicile is fixed by law within the territorial jurisdiction of the
state which created it. That residence cannot be changed tenporarily
or permanently by the migrations of its officers or agents to other
jurisdictions. So long as it is an existing corporation its residence,
citizenship, donmicile, or place of abode is within the state which
created it. It cannot reside or have its domicile el sewhere; neither
can it in legal contenplation be absent fromthe state of its creation.

[Fower v. Chillingworth, 113 So. 667, 669 (1927)]
[ enphasi s added]

7. Rel ated cases are Hylton v. United States, 3 US. (3 Dall.) 171
(1796): Hylton was a Congressnan; his salary was incone from sources WTHI N
the "United States". See also Springer v. US., 102 U S. 586 (1881):

Springer, a Virginia Ctizen, operated a carriage business in the District of
Col unbi a.

8. The first paragraph of the Secretary's Treasury Decision (EXH BIT
#1) is quoted here as foll ows:
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(T.D. 2313)
Il ncone Tax

Taxability of interest from bonds and dividends on stock of donesti CEI
corporations owned by nonresident aliens, and the Iliabilities of
nonresi dent aliens under Section 2 of the act of October 3, 1913.

To collectors of internal revenue:

Under the decision of the Suprene Court of the United States in
the case of Brushaber v. Union Pacific Railway [sic] Co., decided
January 24, 1916, it is hereby held that incone accruing to nonresident
aliens in the form of interest from the bonds and dividends on the
stock of donestic corporations is subject to the incone tax inposed by
the act of COctober 3, 1913.

[footnote and enphasi s added]

9. The above decision by the Secretary of the Treasury deternined
that a tax on incone derived from rents, sales of property, wages,
professions, or a trade or business WTHN the "United States", was
applicable to such "income" when payable to a nonresident alien, i.e. a Union

State Gitizen.

10. Al incone tax provisions under 26 U S.C, subtitle A (an excise
tax on "incone"), are divided between sources WTH N and W THOUT the "United
States"”. They are inposed upon the worldwi de inconme of citizens of the

"United States" and aliens residing therein, and upon nonresident aliens (of
all kinds) receiving inconme from sources WTH N said "United States" and
WTH N the other parts of the American Enpire which fall WTH N the excl usive
| egislative jurisdiction of the Congress of the "United States", pursuant to
1:8:17 and 4: 3: 2.

CONSTI TUTI ONAL AUTHORI TY GRANTED TO CONGRESS

11. The Constitution gives to Congress the power to act for the 50
Union States as an international representative and to do so wthout
(outside) the boundaries of each of those 50 States. These powers are
expressed in Article 1, Section 8, Clauses 1 thru 16 (1:8:1-16).

12. The Constitution gave to Congress a seat of governnent, known as
the District of Colunbia. In time, Congress created a government for the
"District", and this "District" became a federal state by definition. (For

the other federal "states" of the "United States", see EXH BIT #5.) However,
this "state" (D.C.) is not "united" by or under the Constitution for the
United States of America. D.C has never joined the Union.

13. Furthernmore, the Constitution granted to Congress the authority

to govern the "District", just as the Legislatures of each of the several
States of the Union govern their States within the geographical lints of
2, "Donmestic" in the "United States" statutes nmeans inside D.C., the

possessions, territories, and enclaves of the "United States", i.e.

federal states of which there are 14. (EXH BIT #5)
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t hose States. As Congress began to legislate for the "District", under
authority of 1:8:17 and 1:8:1 the difference between the citizens of the
"District" and the Citizens® of the Union becane apparent, in that the

citizens of the "D strict” did not possess the right of suffrage or other
rights (see Bal zac supra, De Lima supra, and Downes supra) and therefore were
not recognized as a part of the Sovereignty of "W the People".

The Constitution for the United States of Anerica provided no neans of
taxing these "District" citizens of the "United States". A nethod of form ng
nmuni ci pal governnents and of exercising taxing power over these citizens
within the territories of the "United States" was decided by The Insular
Cases (see the Bidwell cases, supra). "The Constitution was nade for States,
not territories," wote Daniel Wbster. "... [T]lhe Constitution of the
United States as such does not extend beyond the linmts of the States which
are united by and under it ....", wote author Langdell in "The Status of Qur
New Territories", 12 Harvard Law Revi ew 365, 371.

14. The distinction between "citizens of the United States" and
"Union State Citizens" has been fully recognized by the Congress and the
Courts as follows:

We have in our political system a government of the United States and a
governnent of each of the several States. Each one of these
governnents is distinct from the others, and each has citizens of its
own who owe it allegiance, and whose rights, within its jurisdiction,
it must protect.

[United States v. Crui kshank, 92 U. S. 588, 590 (1875)]
[ enphasi s added]

The Federal Governnent is a "state".

[Enright v. US., D.CNY., 437 F.Supp 580, 581]

Foreign State. A foreign country or nation. The several United States
are considered "foreign" to each other except as regards their
rel ati ons as conmon nenbers of the Union.

[Black's Law Dictionary, Sixth Edition, page 1407]

15. Congress identifies these citizens of the "District" as
"individual s" or citizens who reside in the "United States" and who are
subject to the direct control of Congress in its local taxing and other
nmuni ci pal | aws.

16. In De Linma supra, the U S. Attorney defined federal taxes wth
the followi ng words, at page 99-108:

3 Pl ease note that the U'S. Constitution always denoted Citizen and
Person in capital letters until the 14th Anendment, wherein citizen and

person were not capitalized.

Page A - 9 of 24



The Federal Zone:

Federal taxation is either general or |ocal. Local taxes are levied
under Article 1, Section 8, Paragraph 1. Local taxes are for the
support of territorial or non-state governments.

Congress inposed a federal excise tax on the "incone" of these citizens or
"individual s" at 26 U S.C., Section 1, as a |local tax:

Such taxes are not for the common welfare of the United States, but are
to defray the expense of the government of the locality, and in the
dual position which Congress occupies in our system as Federal
Governnent and as local governnent for the territory of the United
States not ceded into States of the Union, it has the power to tax for
| ocal purposes.

[De Linma supra, page 99]

Hence the term"from sources WTHI N the United States".

Ceneral taxes are of two kinds, direct; and what, for brevity may be
called indirect, nmeaning thereby duties, inposts, and excises. Direct
taxes nust be laid on all the States alike.

[De Linma supra, page 100]

17. A Citizen of one of the 50 States, residing therein, is a
nonresident alien with respect to this |ocal taxing power of Congress (see
Brushaber supra). Qut side the geographical area of the "United States" (as

that term is defined at 26 C.F.R 1.911-2(g)), Congress |acks power to
support the | ocal governnent by inposing a tax on the incones of nonresident

aliens (ones outside the locality, i.e. Ctizens of the 50 States) UNLESS
they reside within that jurisdiction by residence, or UNLESS the source of
their income is situated WTH N that geographical territory. Any i ncone

arising from sources therein nust be wthheld at the source by the
"wi t hhol ding agent" (see T.D. 2313, 26 C.F.R 871, and 26 U S. C 1461),
unless the recipient is engaged in a trade or business therein. For a full
di scussion of this local taxation, see pages 55 and 99-108 of De Linma supra.
For confirmation of the donestic nunicipal jurisdiction of the "United
States", see Downes supra at pages 383-388.

18. Congress has control of these "individuals", whether they
"reside" WTHI N the "United States" (i.e. territorial states, see EXH BI T #5)
or WTHOUT the "United States". These "individuals" (i.e. born within the

jurisdiction of Congress, such as a citizen born in the District of Colunbia
or in one of the territories), whether they reside within "United States"
territories, wthout the "United States" in the "foreign countries" (as
defined at 26 C.F. R 1.911-2(h)), or abroad, are still liable for the federal
income tax unless they abrogate that citizenship by naturalization or
ot herw se. (See 26 C.F.R 871-5, -6 and -12 and 1.932-1). However, at 26
U S C 911(a)(1l), Congress has exenpted from taxation all "foreign earned
i ncome” of these citizen individuals, except for Puerto Ricans (see 26 C F. R
1.932-1(b), I RS Form 2555).

19. Anot her type of nonresident aliens are those citizens of
contiguous countries such as Mexico, Canada and other foreign countries.
These foreigners, residents or nonresidents (as the case may be), are subject
to the tax on incones received fromany place in the Anerican Enpire, i.e. in
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these united States and in the "United States". A Union State Citizen,
previously nonresident, nay |ose his nonresident status by residing within
the territorial sovereignty of the "United States" for 183 days (26 C. F. R
1.871-7(d)(2)) and thereby beconmes subject to the local tax on incones
received from sources within and without the "United States" (i.e. worldw de
i ncone) .

THE I NCOME TAX | S A LOCAL TAX
| MPOSED W THI N THE "UNI TED STATES".
PLAI NTI FFS ARE STRANGERS TO THI S LOCALI TY.

THE DEFINITIONS IN 26 U. S. C.:
THE | NTERNAL REVENUE CODE

20. The definitions used in 26 US. C are very clear in defining
"State" and "United States". In every definition that uses the word
"include", only the words that follow are defining the term For exanple:

21. 26 U S.C 3121(e)(1) State. -- The term "State" includes the
District of Colunbia, the Conmonwealth of Puerto Rico, the Virgin Islands,
Guam and Aneri can Sanpa.

22. 26 U S.C 7701(a)(9) United States. -- The term "United States"
when used in a geographical sense includes only the States and the District
of Col unbi a.

23. The federal governnent has used these definitions correctly, but
I RS agents seem to assune that they nean the 50 States of the Union (Anmerica)
when they look at the word "States" in 26 U S.C. 7701(a)(9). You cannot use
the common, everyday neaning of the terns "United States" or "State" when
tal king about the tax laws and many other laws that are enacted under the
| ocal, nunicipal authority of the "United States" government.

24. Anot her exanple is the Omibus Acts at 86th Congress, 1st
Session, Volune 73, 1959, and 2nd Session, Volune 74, 1960, Public Laws 86-70
and 86-624. These Acts reveal the crafty way in which the federal governnent
uses correct English and how Congress changes the neanings of words by using
its own definitions. For exanple, all the United States Code definitions had
to be changed to allow Al aska and Hawaii to join the Union of States united
under the Constitution. When Al aska joined the Union, Congress added a new
definition of "States of the United States". This definition had never
appeared before, to wit:

Sec. 48. Whenever the phrase "continental United States" is used in
any law of the United States enacted after the date of enactnent of
this Act, it shall mean the 49 States on the North American Continent
and the District of Colunbia, unless otherw se expressly provided.

[cf. 1 USCS 1, "OQher provisions:"]
[ enphasi s added]

Wiere is it otherwi se expressly provided? Answer:
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Sec. 22. (a) Section 2202 of the Internal Revenue Code of 1954
(relating to mssionaries in foreign service), and sections 3121(e) (1),
3306(j), 4221(d)(4), and 4233(b) of such code (each relating to a
special definition of "State") are anended by striking out "Al aska,".

(b) Section 4262(c)(1) of the Internal Revenue Code of 1954
(definition of "continental United States") is anended to read as
fol | ows: "(1) Continental United States. -- The term 'continental
United States' neans the District of Colunbia and the States other than
Al aska. "

Wien Hawaii was adnitted to the Union, Congress again changed the above
definition, to wt:

Sec. 18. (a) Section 4262(c)(1) of the Internal Revenue Code of 1954
(relating to the definition of "continental United States" for purposes
of the tax on transportation of persons) is anended to read as foll ows:

"(1l) Continental United States. -- The term 'continental United States'
neans the District of Colunbia and the States other than Al aska and
Hawai i . "

WHAT ARE THE STATES OTHER THAN ALASKA AND HAWAI | ?

25. They certainly cannot be the other 48 States united by and under
the Constitution, because Alaska and Hawaii just joined them RIGHT? The
same definitions apply to the Social Security Acts. So, what is left?
Answer : the District of Colunbia, Puerto Rico, Guam Virgin |slands, etc.
These are the States OF (i.e. belonging to) the "United States" and which are
under its sovereignty. Do not confuse this term with States of the Union,
because the word "of" means "belonging to" in this context.

26. Congress can also change the definition of "United States" for
two sentences and then revert back to the definition it used before these two
sent ences. This is proven in Public Law 86-624, page 414, under School

Operation Assistance in Federally Affected Areas, section (d)(2):

The fourth sentence of such subsection is anmended by striking out "in
the continental United States (including Alaska)" and inserting in lieu
thereof "(other than Puerto Rico, Wke Island, Guam or the Virgin
Islands)" and by striking out "continental United States" in clause
(ii) of such sentence and inserting in lieu thereof "United States
(which for purposes of this sentence and the next sentence means the
fifty States and the District of Colunbia)". The fifth sentence of
such subsection is anmended by striking out "continental" before "United
States" each tine it appears therein and by striking out "(including
Al aska) ".

27. This one section, all by itself, contains all the evidence you
need, by words of construction, to prove that the term "United States" on
ei ther side of these sentences did not nean the 50 States united by and under
the Constitution. |If that is not conclusive to you, then see the foll ow ng:
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26 C.F.R 31.3121(e)-1 State, United States, and citizen.

(a) When used in the regulations in this subpart, the term "State"
includes [in its restrictive forn] the District of Colunbia, the
Conmmonweal th of Puerto Rico, the Virgin Islands, the Territories
of Al aska and Hawaii before their adm ssion as States, and (when
used with respect to services perforned after 1960) Guam and
Aneri can Sanpa.

(b) When used in the regulations in this subpart, the term "United
States", when used in a geographical sense, neans the several
states, (including the Territories of Alaska and Hawaii before
their admssion as States), the District of Colunbia, the
Conmonweal th of Puerto Rico, and the Virgin |slands. When used
in the regulations in this subpart wth respect to services
performed after 1960, the term "United States" also includes [in
its expansive fornml Guam and American Sanpa when the termis used
in a geographical sense. The term"citizen of the United States"
includes [in its restrictive form a citizen of the Conmonwealth
of Puerto Rico or the Virgin Islands, and, effective January 1,
1961, a citizen of Guam or Anerican Sanpa.

[ enphasi s added]

Pl ease note the bolded terms. In paragraph (a), Al aska and Hawaii only
fit the definition of "State" before joining the Union. That nmeans the
definition of "State" was never nmeant to be the 48 now 50 States of the Union
unl ess distinctly expressed. |f paragraph (b) confuses you, the following is
submi tted:

28. The word "geographical" was never used in tax law until Al aska
and Hawaii joined the Union, and it is not defined in the Internal Revenue
Code. So, we nust use the definition found in the Standard Random House

Di ctionary:

ge. o.graph.i. cal 1. of or pertaining to geography 2. of or
pertaining to the natural features, population, industries, etc., of a
region or regions

29. Were you born in the "United States"? The preposition "in" shows
that the "United States" in this question is a place, a geographical place
naned "United States". It is singular, even though it ends in "s". It also

can be plural when referring to the Union States which are places which exi st
by agreenent. Every human in a nation is a natural Citizen of a place called
a nation, if he was born in that nation. Those sane people nust be
naturalized (born again) if they want to becone a citizen of another nation.
Oiginal citizenship exists because of places, not agreenents. This is jus

soli, the law of the place of one's birth (see Black's Law Dictionary, Sixth
Edi tion).

30. Here are two questions, your own answers to which will solve the
dilemma. |In a geographical sense, where is the State of Texas |ocated on the

continent? |In a geographical sense, where is the "United States" (Congress)
| ocated on the continent?
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31. Now, since typewiters were purchased from the areas that just
joined the Union, nanely Alaska and Hawaii, according to Title 1, Congress
had to use a termthat is NOT used in the Internal Revenue Code, in order to
buy the sane typewiters fromthe sane geographical area:

Sec. 45. Title | of the Independent O fices Appropriation Act, 1960,
is anended by striking out the words "for the purchase within the
continental limts of the United States of any typewiting machines"
and inserting in lieu thereof "for the purchase within the STATES OF
THE UNI ON AND THE DI STRI CT OF COLUMBI A OF ANY TYPEWRI TI NG MACHI NES".

[ enphasi s added]
And, for declarations nmade under the penalties of perjury, the statute at 28
US. C 1746 separately defines declarations made WTH N and WTHOUT the

"United States" as foll ows:

I f executed WTHOUT the United States: | declare ... under the |aws of
the United States of Anerica that the foregoing is true and correct.

If executed WTHIN the United States, its territories, possessions, or
comonweal ths: | declare ... that the foregoing is true and correct.

[ enphasi s added]

The latter clause above is the penalty clause that is found on IRS Form 1040
and simlar IRS fornms. And, 28 U S.C. 1603(a)(3) states as foll ows:

(3) which is neither a citizen of a State of the United States as
defined in section 1332(c) and (d) of this title ....

Section 1332(d). The word "States", as used in this section, includes
the Territories, the District of Colunbia, and the Commonwealth of
Puerto Ri co.

Exanpl es of Two Definitions
of the term"United States" in 26 U S.C

First Definition

32. 26 U.S.C. 7701(a)(9):

(9) United States. -- The term "United States" when used in a
geographi cal sense includes only the States and the District of
Col unbi a.

Second Definition
33. 26 U.S.C. 4612(a)(4)(A):

(A In general. -- The term "United States" neans the 50 States, the
District of Colunbia, the Comonwealth of Puerto Rico, any
possession of the United States, the Commonweal th of the Northern
Mari ana |slands, and the Trust Territory of the Pacific Islands.

[ enphasi s added]
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34. The Suprene Court stated in Hepburn & Dundas v. Ellsey, 6 US.
445, 2 Cranch 445, 2 L.Ed 332, that the District of Colunbia is not a "State"
within the meaning of the Constitution. Therefore, it is apparent that the
nmeaning of the term "States" in the first definition above can only nean the
territories and possessions belonging to the "United States", because of the
specific nention of the District of Colunbia and the specific absence of the
50 States (inclusio unius est exclusio alterius). The District of Colunbia
is not a "State" within the nmeaning of the Constitution (see Hepburn supra).
Therefore, the 50 States are specifically excluded fromthis first definition
of the term"United States".

35. Congress has no problem namng the "50 States" when it is
legislating for them so, in the second definition of the term "United
States" above, Congress expressly nmentions them and there is no
m sunderstanding. |If a statute in 26 U S.C. does not have a special "word of

art" definition for the term "United States", then the First Definition of
the term "United States" is always used (see above) because of the general
nature of that term as defined by Congress.

36. When citizens or residents of the first "United States" are
wi thout the geographical area of this first "United States", their
"conpensation for personal services actually rendered" is defined as "foreign
earned incone" in 26 U.S.C., Section 911(b) and 911(d)(2), as foll ows:

911(b) Foreign Earned |ncone. --
(d)(2) Earned Incone. --

(A In general. -- The term "earned income" means wages, salaries, or
prof essional fees, and other amounts received as conpensation for
personal services actually rendered, but does not include that
part of the conpensation derived by the taxpayer for personal
services rendered by him to a corporation which represents a
distribution of earnings or profits rather than a reasonable
al l owance as conpensation for the personal services actually
render ed.

37. A citizen or resident of the first "United States" does not pay a
tax on his "conpensation for personal services actually rendered" while
residing outside of the first "United States", because Congress has exenpted
all such compensation from taxation under 26 U S.C., Section 911(a)(1), which
reads as foll ows:

911(a) Exclusion from G oss Income. -- ... [T]here shall be excluded
from the gross income of such individual, and exenpt from taxation
(1) the foreign earned income of such individual

38. When residing without (outside) this "United States", the citizen
or resident of this "United States" pays no tax on "foreign earned income",
but is required to file a return, claimng the exenption (see |RS Form 2555).

39. 26 CF.R, Section 871-13(c) allows this citizen to abandon his
citizenship or residence in the "United States" by residing el sewhere.

Page A - 15 of 24



The Federal Zone:

40. 26 C.F. R, Section 1.911-2(g) defines the term "United States" as
fol | ows:

United States. The term "United States" when used in a geographical
sense includes any territory der the sovereignty of the United
St at es. It includes the states* — [Puerto Rico, Guam Mariana I|slands,

etc.] the District of Colunbia, the possessions and territories of the
United States, the territorial waters of the United States, the air
space over the United States, and the seabed and subsoil of those
submarine areas which are adjacent to the territorial waters of the
United States and over which the United States has exclusive rights, in
accordance with international law....

None of the 50 united States cones under the sovereignty of the "United
States", and subsection (h) defines the 50 States united by the Constitution
as "foreign countries":

(h) Foreign country. The term "foreign country" when used in a
geogr aphi cal sense includes any territory under the sovereignty
of a governnent other than that of the United States.

[26 C.F.R 1.911-2(h)]

Al'l of the 50 States are foreign with respect to each other and are under the
sovereignty of their respective Legislatures, except where a power has been
expressly delegated to Congress. The Citizens of each Union State are
foreigners and aliens wth respect to another Union State, unless they
establish a residence therein under the laws of that Union State. O herw se,
they are nonresident aliens with respect to all the other Union States.

41. The regulations at 26 CF.R, Section 1.1-1(a) state, in
pertinent part:

(a) CGeneral Rule. (1) Section 1 of the Code inposes an inconme tax on
the incone of every individual who is a citizen or resident of
the United States and, to the extent provided by Section 871(b)
or 877(b), on the incone of a nonresident alien individual.

26 U.S.C., Section 1 inposes a tax on "taxable incone" as follows, in
pertinent part:

There is hereby inposed on the taxable income of ... every narried
individual ... who nakes a single return jointly with his spouse under
section 6013 ....

42. The regulations pronulgated to explain 26 U S.C., Section 1 are
found in 26 CF. R, Section 1.1-1, and state in pertinent part:

4 This term "state" evidently does not enbrace one of the 50 States
(where | am a free inhabitant), united by the Constitution, because
they are separate governments or foreign states with respect to the
"United States" (i.e. D.C., its territories, possessions and encl aves).
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(a) Ceneral Rule. (1) Section 1 of the Code inposes an incone tax on
the inconme of every individual who is a citizen or resident of the
United States and, to the extent provided by Section 871(b) or
877(b), on the income of a nonresident alien individual

Pl ease note that the term "taxable inconme" is not used as such in the above
statute because the "income" of those classes of individuals nentioned is
taxabl e as "taxabl e i nconme".
Section 1.871 dassification and manner of taxing alien individuals
(a) Classes of aliens. For purposes of the income tax, alien
individuals are divided generally into two classes, nanely,

resident aliens and nonresident aliens.

(b) Cl asses of nonresident aliens. --

(1) In general. For purposes of the income tax, nonresident
alien individuals are divided into the following three
cl asses:

(i) Nonresident alien individuals who at no time during
the taxable year are engaged in a trade or business
in the United States,

(ii) Nonresident alien individuals who at any tine during
the taxable year are, or are deened under Section
1.871-9 to be, engaged in a trade or business in the
United States, and

(iii) NOT APPLI CABLE (concerns residents of Puerto Rico)
43. 26 CF.R, Section 871-13 states as foll ows:

(a) In general. (1) An individual who is a citizen or resident of
the United States at the beginning of the taxable year but a
nonresident alien at the end of the taxable year, or a
nonresident alien at the beginning of the taxable year but a
citizen or resident of the United States at the end of the
taxabl e year, is taxable for such year as though his taxable year
were conprised of two separate periods, one consisting of the
time during which he is a citizen or resident of the United
States and the other consisting of the time during which he is
not a citizen or resident of the United States.

It sounds conplicated, doesn't it?

NONRESI DENT ALl EN

44, The federal incone tax is a local tax for the "United States" to
support |ocal government and, in order to becone liable to this tax, a State
Citizen nmust be a resident therein (i.e. a resident alien), or receive incone
fromsources therein, or be engaged in a trade or business therein.
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45, In 26 U S.C., Section 7701(b)(1)(A & (B), Congress defined the
statutory difference between "resident alien" and "nonresident

alien”

as fol |l ows:

(b) Definitions of Resident Alien and Nonresident Alien. --

(1) In general. -- For purposes of this title ...

(A

Resident Alien. -- An alien individual shall be treated as
a resident of the United States wth respect to any
cal endar year if (and only if) such individual neets the
requi rements of clause (i), (ii), or (iii):

(i) Lawfully admtted for pernanent residence. -- Such
individual is a lawful pernmanent resident of the
United States at any tine during such cal endar year.

(ii) Substantial presence. -- Such individual neets the
substantial presence test of paragraph (3).

(iii) First year election. -- Such individual nmnakes the
el ection provided in subparagraph (4).

(B) Nonresident Alien. -- An individual is a nonresident alien
if such individual is neither a citizen of the United
States nor a resident of the United States (within the
neani ng of subparagraph (A)).
46. Plaintiffs are not "residents" (as that term is defined in the

above statutes)

nor are they citizens of this "United States". They are

nonresident aliens as that term is defined in subsections (B) and (A)(i),

(ii), and (iii), and they have the same status as the Plaintiff in Brushaber
supra. -
I NDI VI DUALS REQUI RED TO MAKE RETURNS OF | NCOVE

47. The following individuals are required to nake returns of incone:
26 CF.R, Section 1.6012-1. I ndividuals required to nake returns of

i ncone.
(a) I ndi vidual citizen or resident. --
(1) In general. ... an incone tax return nust be filed by every
individual ... if such individual is ...

(i) A citizen of the United States, whether residing at
home or abr oad,

(ii) A resident of the United States even though not a
citizen thereof, or

(iii) An alien bona fide resident of Puerto Rico during the
entire taxable year.
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48. John and Lois Knox clearly are not defined in the above statutes,
but they are defined in the followi ng statute as ones who are not required to
nmake a return.

49, 26 CF. R, Section 1.6013-1 states:

(b) Nonr esi dent Alien. A joint return shall not be nmde if either
the husband or wife at any tine during the taxable year is a
nonr esi dent al i en.

M. John H Knox and Ms. Lois C. Knox are nonresident aliens with respect to
the "United States", with no incone derived from sources within the "United
States", except for John's Mlitary Retirement pay, which is exenpt from
taxation.

50. 26 CF.R, Section 871-7 states, in pertinent part, as follows:

Except as otherwi se provided in Section 1.871-12, a nonresident alien
i ndividual to whom this section applies is not subject to the tax
i posed by section 1 or section 1201(b)°® bit, pursuant to the provision
of section 871(a), is liable to a flat tax of 30 percent upon the
aggregate of the anmpunts deterni ned under paragraphs (b), (c), and (d)
of this section which are received during the taxable year from sources
within the United States.

[ enphasi s added]

51. Pl ease note 26 C.F.R, Section 1.871-4(b), Proof of residence of
aliens, which establishes a key |egal presunption:

(b) Nonr esi dence presuned. An alien by reason of this alienage, is
presuned to be a nonresident alien.

52. Further facts are illustrated by the definition of "w thholding
agent" at 26 U . S.C., Section 7701(a)(16):

Wthhol ding agent. -- The term "wi thholding agent" neans any person
required to deduct and wi thhold any tax under the provisions of section
1441, 1442, 1443, or 1461.

53. 26 U.S.C., Section 1441 refers to nonresident aliens who receive
incone from sources within the "United States", as set forth in Section
871(a)(1l). The other sections do not apply to the Plaintiffs.

54, Your attention is invited to 26 C. F.R, Section 31.3401(a)(6)-
1(b), which states as follows:

Remuneration for services perfornmed outside the United States.
Remuneration paid to a nonresident alien individual ... for services
performed outside the United States is excepted from wages and hence is
NOT SUBJECT TO W THHOLDI NG

[ enphasi s added]

5, Capi tal gains tax.
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55. As a rule, Mlitary Retirenent Pay of a nonresident alien
i ndividual is exenpted from the incone tax at 26 C.F.R, Section 31.3401(a)-
1(b)(1)(ii), with the follow ng exception

Where such retirement pay or disability annuity ... is paid to a
nonresi dent alien individual, withholding is required only in the case
of such ampunts paid to a nonresident alien individual who is a
resi dent of Puerto Rico.

and at 26 C.F. R, Section 935-1(a)(3):

[Flor special rules for determ ning the residence for tax purposes
of individuals under military or naval orders, see section 514 of the
Soldiers' and Sailors' Civil Relief Act of 194050 App. U S. C 574
The residence of an individual, and, therefore, the jurisdiction with
which he is required to file an incone tax return under paragraph (b)
of this section, may change from year to year

Section 574(1) of The Soldiers' and Sailors' Relief Act states that:

For the purposes of taxation in respect of the personal property,
i ncome, or gross incone of any such person by any State, Territory,
possession, or political subdivision of any of the foregoing, or the
District of Colunmbia, of which such person is not a resident or in
which he is not domiciled ... personal property shall not be deened to
be |l ocated or present in or to have a situs for taxation in such State,
Territory, possession or political subdivision, or district.

[ enphasi s added]
EXTRAORDI NARY AND EXCEPTI ONAL Cl RCUMSTANCES
56. Plaintiffs herein are at an advanced age of 62 and both are in

ill health, unable to work or to pay the tax or to sue for a refund. Loi s
has only one kidney which does not function properly; conplicating this is a

lung disease which prevents her from breathing. She has been totally
di sabl ed since 1981, with no earned inconme from any source since that tine.
John has enphysema and has difficulty breathing upon exercise. They are

unable to pay the tax and sue for refund w thout the conplete destruction of
their home, which is conbined with their business. The property which is the
subject of this case is a one-of-a-kind property which is, or would be,
i rreplaceabl e years down ﬁfe road, if a refund suit was won. The property
has a value of $100,000" ==nd was allegedly sold for the sum of $16, 000. 00,
which is all that could be recovered in a refund suit as pertains to said
property. This creates an irreparable situation for Plaintiffs. The tax
with penalties and interest clainmed by the governnent against both Plaintiffs
for 1982 is around $19,000.00 and, w thout the sale of the business property
and home, it will be many years before a tax in this anount can be paid in
full. Plaintiffs will not live |long enough to prosecute such a suit. Equity
and justice require sone relief in such a situation

6 See Exhibit #6 attached hereto and nade a part hereof.
& The property had a val ue of $125,000 two years ago, when the IRS
all egedly sold it.
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AUTHORI TY FOR THE COURT TO | SSUE THE | NJUNCTI ON

57. In Botta v. Scanlon, 288 F.2d 504 (2nd Circuit, 1961), the Court
set forth the general exceptions to the bar at 26 U S C, Section 7421,
stating (see EXH BI T #7):

“... [Ilt has long been settled that this general prohibition is
subject to exception in the case of an individual taxpayer against a

particular collector where the tax is clearly illegal or other special
circunstances of an unusual character nmake an appeal to equitable
renedi es appropriate.” Nati onal Foundry Co. of NY. v. Director of

Int. Rev., 2 Cir. 1956, 229 F.2d 149, 151.
The Court then gave a nunber of exanples, as foll ows:

"(a) Suits to enjoin collection of taxes which are not due from
the plaintiff but, in fact, are due from others. For exanple, see
Raffaele v. Granger, 3 Cir. 1952, 196 F.2d 620, 622 ....

"(b) Cases in which plaintiff definitely showed that the taxes
sought to be collected were "probably" not validly due. For exampl e,
M dwest Haulers, Inc. v. Brady, 6 Cr. 1942, 128 F.2d 496, and John M
Hirst & Co. v. Gentsch, 6 Cir. 1943, 133 F.2d 247.

"(c) Cases in which a penalty was involved. For exanple, Hill
v. Wallace, 259 U S 44, 42 S.Ct 453, 66 L.Ed 822; Li pke v. Lederer,
259 U. S. 557, 42 S.C. 549, 66 L.Ed. 1061, Regal Drug Corporation v.
Wardell, 260 U S 386, 43 S.C 152, 67 L.Ed 318; Allen v. Regents of
the University System of Georgia, 304 US. 439, 58 S.Ct 980, 82 L.Ed
1448.

"(d) Cases in which it was definitely denonstrated that it was
not proper to levy the tax on the comobdity in question, such as MIler
v. Standard Nut Margarine Conpany of Florida, 284 U S. 498, 52 S.C.
260, 76 L.Ed 422.

"(e) Cases based upon tax assessment fraudulently obtained by
the tax collector by coercion. For exanple, Mtsukiyo Yoshinura v.
Al sup, 9 Cir. 1948, 167 F.2d 104" (141 F.Supp. at page 338).

[ 4] In the present case, if any of the plaintiffs are not subject to
any tax liability, such plaintiff mght well be within the exception
stated in 9 Mrtens, Law of Federal Inconme Taxation, Section 49.213,
Chapter 49, page 226, as foll ows:

"[2] It is equally well setted [sic] that the Revenue laws relate only
to taxpayers. No procedure is prescribed for a nontaxpayer where the
Governnent seeks to levy on property belonging to him for the
collection of another's tax, and no attenpt has been nade to annul the
ordinary rights or renedies of a non-taxpayer in such cases. If the
Government sought to levy on the property of A for a tax liability
owing to B, A could not and would not be required to pay the tax under
protest and then institute an action to recover the anount so paid.
H's remedy would be to go into a court of conpetent jurisdiction and
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enjoin the Governnent from proceeding against his property.” In
Tominson v. Snmith, 7 Cir. 1942, 128 F.2d 808 ... the Court affirmed an
order granting interlocutory injunction and noted the "distinction
between suits instituted by taxpayers and non-taxpayers" (at page 811).

CONCLUSI ON

Plaintiffs are in no way subjected to any derivative liability. The
procedures set forth in 26 CF.R do not authorize the Secretary or his
del egate to nmanufacture income and tax it where a Person is wthout the
taxabl e cl ass. 26 CF.R, Section 871 is unclouded in that, where there is
no income from sources within the "United States" by a nonresident alien, the
choice is delegated to that Person by Congress as to whether a return is to
be filed or not (see 26 C.F. R 1.871-8). Were the Secretary determ nes the
exi stence of taxable incone when there has been no return, he should sign the
substitute return and assunme the responsibility for the determ nation as
required by 26 U S.C. 6020(b)(1). Treasury Decision 2313 explains that the
wi t hhol di ng agent is responsible for withholding the tax from sources wthin
the "United States", for filing a Form 1040NR and for paying over the tax
wi thheld from said nonresident alien. (See Treasury Decision 2313 and 26
CF.R 1.1461-3). Therefore, no penalties should accrue to the Plaintiffs.
Lois K Knox has no community property interest in John's Mlitary Retirenent
Pay and, therefore, no taxable inconme accrues therefrom

The fact that the Knoxs were not aware of the above information from
the early years of their lives and they reported the "earned incone" from
their labor in the foreign States of the Union as a local tax of the "United
States", does not change their status as Citizens of the Republic of Union
St at es. Nor does it change their status from nonresidents aliens to the
"individual s" defined in 26 CF. R, Section 1.1-1. Nor does it justify the
Secretary's actions taken when he has been repeatedly informed by the Knoxs
of their true status. The Secretary is required to know the law he is
adm ni stering, and to do so with justice and equity within the paraneters set
forth by Congress. Arbitrary actions are discouraged by the Executive, the
Congress and the Courts.

PRAYER

WHEREFORE, PREM SES CONSI DERED, Plaintiffs pray that this Court grant a
tenporary and permanent injunction against the IRS, its enployees, agents,
Conmi ssi oner and Attorneys by ordering a cessation of the levies and seizures
against all forns of property owned by Plaintiffs; that the Court order a
return of property seized in the past, declare the sale of such property
voidable or void, and order a release of all Iliens filed against the
Plaintiffs. In the alternative, Plaintiffs request that this case be
remanded back to the Administrative Agency for resolution and arbitration.
Plaintiffs further request the Court to grant such other and further relief
inlaw or in equity as Plaintiffs may be entitl ed.

| declare under penalty of perjury, under the laws of the United States

of America, that the foregoing is true and correct, to the best of ny
know edge and belief, per 28 U S.C. 1746(1).
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Executed on this 5th day of Septenber, 1991.

Respectful ly subm tted,
/s/ John H. Knox

[addendum t o Knox bri ef]

CASES
ARGUED AND DETERM NED
in the
SUPREME COURT OF JUDI CATURE
of the
STATE OF | NDI ANA

at I ndianapolis, Novenber Term 1878,
in the Sixty-Third Year of the State.

Daly et al. v. The National Life |Insurance Conpany
of the United States of Anerica.
[cite omtted]

"Foreign Corporation" Defined. -- The statutes of this State define a foreign
corporation to be "a corporation created by or under the laws of any other
state, government, or country," or one "not incorporated or organized in this
State".

Sane. -- Insurance Conpany Created by Act of Congress. -- An insurance
conpany created by an act of Congress is a foreign corporation subject to the
requirenents of the statute of this State approved June 17th, 1852,

"respecting foreign corporations and their agents in this State." 1 RS
1876, p. 373.

Sane. -- Congress as a Local Legislature. -- Constitutional Law. -- An act of
Congress creating a private corporation is the act of Congress as the | ocal
Legi slature of the District of Colunbia; as Congress can not, under the

federal constitution, as the Congress of the United States, create a private
cor poration.
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Reader’s Not es:
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