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1. & review of eoch of the statemsate. ande {n refereace by :
LIEUYF/1 tes been mede by Baedquarters.. foos.cf. these ststameats . .. :
caR be azed to gubstaatiste o clxim thet We XUBARK eariings are
nda~taxadle.

2. The fact that as eployer-employee relaticaship does not
-exist {3 not a basis for deterxiaing wether earnings are taxsble.
Sibject {8 a coatrect ageat~izdepenieat coatractor; o tae payzeat
received by LILUFF/1 1s ccosidered earzed iucome. The law {Iatercal
Revense Code) defines earntd facome es “wases, salaries, professicaal
fees, o3t cther emogsts received as comensstica for pericasl services
actunlly reacered’. larsed iocoee 18 excl.aable {f tor g«aliflicaticas
of Sectica y1l of the Isternal feveaae Code are met. 2uree of taeces
QABALILCAGLVAE ure:

A. Eerped facoas froa gozrees witaout the U. 8.

B. Attridbatable to such cainterrupted period-one camplete tax
yeer or 510 days oat of as 18 soath pericd.

C. mmhymmmm“mwwzqu . .
taereof. i

i Subject obriously gqualifies oa (A) eai (B), bowever, LIEUFY/1.does 20% 1
aset qaalificstlon (C), taerefore, exclusion caanot be elsimed for the -
iacose earaed from KXBARK. . .
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3. Ir Subject reed IRS Piublicstica Zo. 54 (Tax Gatde for U. 8.
Citlsens Abyoad) it is easily uaderstandable hov he couid be mislsed
benanze they refer to Coveraseat esployess acd not to those iniividaals
heviag eas fricprodent coxtrector relstioncdip with tad Goveraasck. The
kay polat in Ve Prvenae regulotiocas 1s the defipition of earsned tacome
and the fuet that esrssd facoee i{s not excludable if earned from s U. 8.
Gavernesat source. "

b. Atteched arv phototoples of tae Isterncl Revenmus Code azd
regalations pertaiaing to the exclusion of incoms earmed ebroad.

S. Algo stteched 1s the 1363 eovert tex return which Hssdzmarters -
bas p=pared. FPlecss note that lines 17 thru 23 smd the Schedale C
{1incs 8-11) have act boea completed. If LIEUFP/L'S overt {ocome hes .
maximen social security (FICA) vithheld no celf-erployment (eocial
security) tax is cveputed. If socinl security is oot .ithheld grertly
thea splfe-ecployment tax {8 eooputed oa the Schedule C end gdied to the
{acome tsx oa tbe iForm 1080 (see lfae 17, Form 1040)}. The Fora 1080
cen then be cospleted, signzd, and retaried to Hesdgusrters aloag with
the payseat for tas outsteniing tax lishility.

€. If a pereomal eheck 1s vaed fn psyseat of the tex 1fedilty
it sh0ald de pmumuumao-éslu. fxppleacat,
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