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of Canada, such return also shall be on Form 1040 NB. If the bene- 
ficiary appoints a person in the United States to act as his agent for 
the purpose of rendering income tax returns, the fiduciary shnll be 
relieved from the necessity of filing a return in behalf of the bene- 
ficiary and from paying the tax. In  such a case the fiduciary shall 
make a return on Form 1041 and attach thereto a copy of the notice 
of appointment. The fiduciary shall make a return on Form 1042 
of the tax at  10 percent on the entire amount of the income payable 
to the beneficiary, except that in the case of a beneficiary, resident of 
Canada, the rate shall be 5 percent. In  addition to such return or 
returns, the fiduciary shnll make a return on Form 1041 for the estate 
or trust, irrespective of the number of beneficiaries.* 
SEC. 19.142-6. Time for filing return upon death, or termination of 

trust.-After his appointment and qualification, an executor or 
administrator may immediately file a return for the decedent without 
waiting for the close of the taxttble year. Upon the completion of the 
administration of an estate and final accounting, an executor or ad- 
ministrator may immediately file a return of income of the estate for 
the taxable year in which the administration wns closed. Similarly, 
upon the termination of a trust, the trustee may immediately make 
a return without waiting for the close of the taxable year. Any in- 
come return required to be filed for a decedent covering the taxable 
year during which the decedent dies, or for the year in which an 
estate is closed or a trust terminated, is due on the 15th day of the 
third month following the close of the taxable year during which the 
decedent dies, the estate is closed, or the trust is terminated, which 
date shall also be the due date for payment of the tax or the first in- 
stallment thereof if payment is made under the provisions of section 
56(b). The payment of the tax before the end of the taxable year 
under such circumstaqces does not relieve the taxpayer from liability 
for any additional tax found to be due upon income of the taxable 
year. 

The domiciliary representative is required to include in the return 
rendered by him as such domiciliary representative the entire income 
of the estate. Consequently the only return required to be filed by 
the ancillary representative is on Form 1041, which shall be filed with 
the collector for his district and shall show the name and addresof 
the domiciliary representative, the amount of gross income received 
by the ancillary representative, and the deductions to be claimed 
against such income, including any amount of income properly paid 
or credited by the ancillary representative to any legatee, heir, or 
other beneficiary. I f  the ancillary representative for the estate of a 
nonresident alien is a citizen or resident of the United States, and the 

(See sections 57 and 272.) 
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domiciliary representative is a nonresident alien, such ancillary repre- 
sentative is required to render the return otherwise required of tho 
domiciliary representative.* 

SEC. 143. WITHHOLDING O F  TAX A T  SOURCE. 
(a) Tax-free oovenant bond&- 

(1) REQ~BHIMHNT OF wImHoLmw.-In any case where bonds, 
mortgages, or deeds of trust, or other similar obligations of a cor- 
poration, issued before January 1, 1934, contain a contract or 
provision by which the obligor agrees to pay any portion of the 
tax imposed by this chapter upon the obligee, or to reimburse the 
obligee for any portion of the tax, or to pay the interest without 
deduction for any tax which the obligor may be required or per- 
mitted to pay thereon, or to retain therefrom under any law of 
the United States, the obligpr shall deduct and withhold a tax 
equal to 2 per centum of the interest upon such bonds, mortgagee, 
deeds of trust, or other obllgations, .whether such interest is pay- 
able annually 0: at  shorter or longer periods, if payable to an 
individual, ’a partnership, or a foreign corporation not engaged 
In trade or business within the United States and not having.any 
offlce or place of business therein: Provdded, That if the liability 
assumed by the obligor does not exceed 2 per centum of the interest, 
then the deduction and wlthholding shall be a t  the following rates : 
(A) 10 per centum in the case of a nonresident alien indivldual 
(except that such rate shall be reduced, in the case of a resident 
of a contiguous country, to such rate, not less than 5 per centum, 
as may be provided by treatywith such country), or of any part- 
nership not engaged in trade or business within the United States 
and not having any ofllce or place of business therein and composed 
in whole or in part of nonresident aliens, (B)  in the case of such 
a foreign,corporation, 16 per centum, and (C) 2 per centum in the 
case of other individuals and partnerships : Provided further, That 
if the owners of such obligations are not known to the withholding 
agent the Commissioner may authorize such deduction and with- 
holding to be at the rate of 2 per centum, or, if the liability 
assumed by the obllgor does not exceed 2 per centum of the interest, 
then a t  the rate of 10 per centum. 

and withholding shall not be required in the case of a citizen or 
resident entitled to receive such Interest, if he flles with the with- 
holding agent on or before February 1 a signed notice in writing 
claiming the beneflt of the credits provided in section 25(b) ; nor 
in the case of a nonresident alien indtvidual if 80 provided for’ln 
regulations prescribed by the Commissioner under section 215. 

allowed a deduction for the payment of the tax imposed by this 
chapter, or any other tax paid pursuant to  the tax-free covenant 
clause, nor shall such tax be included in the gross income of the 
obligee. 

(b) Nonresident alien#.-All persons, in whatever capacity actlng, 
including lessees or mortgagors of real or gersonal property, fiduciaries. 

(2) BENEFIT OF CBEDITB AQAINST NET INCOME-such deduction 

(3) INCUME OF OBLIDOB AND OBLIQEE.-ThO obligor shall not be 

Sec. 19.142-6 
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employers, and all oflicere and employees of the United States, hav- 
ing the control, receipt, custody, disposal, or payment of interest 
(except interest on deposits with persons carrying on the banking 
business paid to persons not engaged in business in the United States 
and not having an office or place of business therein), dividends, rent, 
salaries, wages, premiums, annuities, compensations, remunerations, 
emoluments, or other fixed or determinable annual or periodical gains, 
profits. and income (but only to the extent that  any of the above items 
constitutes gross income from sources within the United States), of 
any nonresident alien individual, or of any partnership not engaged 
in trade or business within the United Stntes and not having any 
omce or place of business therein and coinposed in whole or in part 
of nonresident aliens, shall (except in the cases provided for in sub- 
section ( a )  of this section and except as otherwise provided in regu- 
lations prescribed by the Commissloner under section 215) deduct 
and withhold from such annual or periodical gains, profits, and income 
a tax equal to 10 per centum thereof, except that  such rate shall be 
reduced, in the case of a nonresident alien Individual a resident of 
a cozitiguous country, to such rate  (not less than 5 per centum) as 
may be provided by treaty with such country: Provided, That no 
such deduction pr withholding shall be required In the case of divi- 
dends paid by a foreign corporation unless (1) such corporation is 
engaged in trade or business within the United States or has an office 
or place of business therein, and (2) more than 85 per centum of the 
gross income of such corporation for the three-year period ending 
with the close of its tnxable year preceding the declaration of such 
dividends (or for such part of such period a s  the corporation has 
been in existence) wns derived from sources within the United States 
as determined under the provisions of section 119: Provided further, 
That the Commissioner may authorize cquch tax to be deducted and 
withheld from the interest upon any securities the owners of which 
are not known to. the withholding agent. Under regulations pre- 
scribed by the Commissioner, with the approvnl of the Secretary, 
there may be exempted from such deduction and withholding the 
compensation for personal services of nonresident alien individuals 
who enter and leave the United States at frequent intervals. 

( 0 )  Beturn and payment.-Every person required to deduct and with- 
hold any tax under this section shall make return thereof on or 
before March 16 of each year and shall on or hefwe June 15, in lieu 
of the time prescribed in section 50, pay the tax to the offlcial of 
the United State$ Government authorized to receive it. Every such 
person is hereby made liable for such tax and is hereby indcmnifled 
against the clnims nnd demands of any person for the amount of 
any payments made in accordance with the provisions of this section. 

(d) Inoome of recipient.-Income upon which any tas. Is required to 
be withheld at the source under this section shull be included in 
the return of the recipient of such income, but any amount of tax 
80 withheld shall be credited ngainst the amount of iucome tax as 
computed in such return. 

(e) Tax paid by recipient.-If any tax required under this section to 
be deducted and withheld iS paid by the recipient of the inco&e, 
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lt shall not be re-collected from the wlthholding ngent; nor in cases 
In which the tax Is so paid shall any penalty be imposed upon or 
collected from the recipient of the income or the withholdillg agent 
for failure to return or pay the same, unless such failure was fraudu- 
lent and for the purpose of evading paymellt 

(f) Befunds and credits.-Where there has  been an overpayment Of 
tax under this section any refund or credit made under the provisions 
of section 322 shall be made to the withholding agent unless the 
amount of such tax was actually withheld by the withholding agent. 

(9) Crosi referenoe.- 
For deflnition of “withholding agent”, see section 8797(a) (16). 

SEC. 19.143-1. Withholding tax st source.-((a) withholding in gen- 
eral.-Withholding of a tax of 10 percent is required in the case of 
fised or .determinable annual or periodical income paid to a non- 
resident alien individual (even though such individual is engaged in 
trade or business within the United States or has an office or place of 
business therein) or to a nonresident partnership, composed in whole 
or in part of nonresident alien individuals, except (1) income from 
sources without the United States, including interest on deposits with 
persons carrying on the banking business paid to persons not engaged 
in business in the United States and not having any office or place of 
business therein, (2) interest upon bonds or other obligations of a 
corporation containing a tax-free covenant and issued before January 
1,1034 (but see paragraph (b)  of this section), (3) dividends paid by 
a, foreign corporation unless (A) such corporation is engaged in trade 
or business within the United States or has an office or place of busi- 
ness therein, and (B) more than 85 percent of the gross income of 
such corporation for the -&year period ending with the close of its 
taxable year preceding the declaration of such dividends (or for such 
part of such period as the corporation has been in existence). was 
derived from sources within the United States, as determined under 
the provisions of section 119, (4) dividends distributed by a corpo- 
ration organized under the China Trade Act, 1922, to a resident of 
China, and (5) except that such rate of 10 percent shall be reduced, 
in the case of a resident of a contiguous country, to such rate, not 
less than 5 percent, as mny begrovided by treaty with such country. 
Under the regulatidns prescribed pursuant to the tax convention 
between the Uiiited States and Canada, the rate of tax to be with- 
held at the source has been reduced to 5 percent in tho case of resi- 
dents of Canada. (See paragraph 106 of the Appendix to these regu- 
lations.) 

The tnx must be withheld at the source from the gross amount of 
any distribution made by a Corporation, other than a *nontaxable 
distribution payable in stock or stock rights-or a distribution in par- 
tial or complete liquidation, without regard to any claim that all or 

. Sec. 19.143-1 
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a portion of such distribution isinot taxable. Appropriate adjust- 
ments, if any, will be made upon tlie filing of claims fir refund. 

"lie tax need not be withheld on accrued interest paid in coifiiection 
with the sale of bonds between interest dates. 

A tax of 10 percent must be withheld !from interest on bonds or 
securities not containing a tax-free covenant, or containing a tax-free 
covenant and issued on or after January 1, 1934, if tlie owner is 
unknown to the withholding agent, except where such interest repre- 
sents income from sources without the United States. 

For withholding in the case of income paid to nonresident foreign 
corporations, see section 19.144-1. 

Resident or domestic fiduciaries are required to deduct the income 
tax at the source from all fixed or determinable annual or periodical 
gains, profits, and income of nonresident alien beneficiaries, to the 
extent that such items constitute gross income from sources within 
the United States. Bond interest, dividends, or other fixed or deter- 
minable annual or periodical income paid to a nonresident alien 
fiduciary is subject to withholding even though tlie beneficiaries of 
the estate or trust are citizens or residents of the United States. 

The income of a trust created by a nonresident alien individual 
and taxable to the grantor under the provisions of section 166 or 167 
is subject to withholding even though the beneficiaries of such trust 
are citizens or residents of the United States, and regardless of 
whether the beneficiaries are exempt from income tax. 

A debtor corporation having an issue of bonds or other similar 
obligations which appoints a duly authorized agent to act in its 
behalf under the withholding provisions of the Internal Revenue 
Code, is rcquired to tile notice of such appointment with the Com- 
missioner of Internal Revenue, Sorting Section, Washington, D. C., 
giving the name and address of the agent. 

If, in connection with the sale of its property, payment of the 
bonds or other obligations of a corporation is assumed by the as- 
signee, such assignee, whether an individual, partnership, or corpora- 
tion, must deduct and withhold such taxes ns would be required to 
be withheld by the assignor had no such sale or transfer been made. 

For determining income from sources within the United States, see 
section 119. 

As to who are nonresident alien individuals, see sections 19.211-2 
and 19.3797-8. For classification of foreign corporations, see m- 
tions 19.231-2 and 19.3797-8. As to vliat partnerships are deemed 
to be nonresident partnerships, see section 19.3797-8. 

For withholding in the cnse of dividends distributed by a cor- 
poration organized under the China Trade Act, 1922, see sections 
19.1433 and 19.2624. 
See. 19.14-3-1 
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( b )  Taa-free covenant bonds issued before January 1, I934.-The 
withholding provisions of section 143 (a) (1) are applicable only to 
bonds, mortgages, or deeds of trust, or other similar obligations 
of a corporation which were issued before January 1, 1934, and 
which contain a tax-free covenant. For tlie purpose of section 
143(a) (1) bonds, mortgages, or deeds of trust, or other similar 
obligations of a corporation, are issued when delivered. If a broker 
or other person acts as selling agent of the obligor the obligation is 
issued when delivered by the agent to the purchnser. If a broker 
or other person purchases the obligation outright for the purpose of 
holding or reselling it, the obligation is issued when delivered to 
such broker or other person. 

In  order that the date of issue of bonds, mortgages, or deeds of 
trust, or other similar obligations of corporations, containing n 
tax-free covenant may be readily determined by the owner, for the 
purpose of preparing the ownership certificates required under sec- 
tions 19.143-1 to 19.143-9, inclusive, the "issuing" or debtor corpora- 
tion shall indicate, by an appropriate notation, the date of issue or 
use the phrase, "Issued on or after January 1, 1934," on each such 
obligation or in a statement accompanying the delivery of such 
obligation. 

I n  cases where on or after January 1, 1934, the maturity date 
of bonds or other obligations of a corporntion is extended, the bonds 
or other obligations shall bo considered to have been issued on or 
after January 1, 1934. The interest on such obligations is not sub- 
ject to the withholding provisions of section 143(a) but falls within 
the class of interest described in section 143 (b). 

In  the case of interest upon bonds or other Obligations of a corpo- 
ration containing a tax-free covenant and issued before January 
1, 1934, paid to an individual, a fiduciary or a partnership, whether 
resident or nonresident, withholding' of a tax of 2 percent is re- 
quired, except that if the liability assumed by the obligor in c o c  
iiection with such a covenant does not exceed 2 percent of the in- 
terest, withholding is required at  tlie rate of 10 percent in the case 
of a nonresident alien, or a nonresident partnership composed in 
whole or in part of nonresident alien individuals, or if the owner is 
unknown to the withholding agent. The rates of withholding ap- 
plicable to the interest on bonds or other obligations of a corpora- 
tion containing a tax-free covenaiit, and issued before Jnniiary l .  
1934, are applicable to interest on such obligations issued by a 
domestic corporation or a resident foreign corporation. However, 
withholding is not required in the case of interest payments on such 
bonds or obligations if such interest is not to be treated as income 

* 
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from sources within the United States under section 119(a) (1) (U) 
and the payments are made to a nonresident alien or a partnership 
composed wholly of nonresident aliens. A nonresident foreign 
corporation having a fiscal or paying agent in the United States is 
required to withhold a tax of 2 percent upon the interest on its 
tax-free covenant bonds issued before January 1, 1934, paid to an 
individual or fiduciary who is a citizen or resident of the United 
States, or,to a partnership any member of which is a citizen or resi- 
dent, or to an unknown owner. 

For withholding in the case of interest upon bonds or other obli- 
gations of a corporation containing a tax-free covenant and issued 
before January 1, 1934, paid to nonresident foreign corporations, see 
section 19.144-1. 

Bonds issued under a trust deed containing a tax-free covenant are 
treated as if they contain such a covenant. I f  neither the bonds nor 
the trust deeds given by the obligor to secure them contained a tax- 
free covenant, but the original trust deeds were modified prior to 
January 1, 1934, by supplemental agreements containing a tax-free 
covenant executed by the obligor corporation and the trustee, the 
bonds issued prior to January 1, 1934, are subject to the provisions 
of section 143(a), provided appropriate authority existed for the 
modification of the trust deeds in this manner. The authority must 
have been contained in the original trust deeds or actually secured 
from the bondholders. 

In  the case of corporate bonds or other obligations contaiiiing a 
tax-free covenant, issued before January 1,1934, the corporation pay- 
ing a Federal tax, or any part of it, for someone else pursuant to its 
agreement is not entitled to deduct such payment from its gross 
income on any ground nor shall the tax so paid be included in the 
gross income of the bondholder. The amount of the tax may never- 
theless be claimed by the bondholder as a credit against the total 
amount of income tax due in accordance with section 143(d). The 
tax withheld at the source upon tax-free covenaiit bond interest in- 
cluded in the income of an estate or trust and taxable,to the bene- 
ficiaries thereof (including the grantor of u trust subject to section 
166 or 167) is allowable, pro rata, as a credit against' (1) the tax 
required to be withheld by the fiduciary from the income of nonresi- 
dent alien beneficiaries and (2) the total tnx computed in the returns 
of the beneficiaries required to make returns. In  the case, however, 
of corporate bonds or other obligations contaiaillg an appropriate 
tax-free covenant, the corporation paying for someone else, pursuant 
to its agreement, a State tax or any tnx other than a Federal tax may 
deduct such payment as i1;terest pnid on indebtedness.* 
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SEC. 19.143-2. Fixed or determinable annual or periodical income.- 

Only fixed or' determinable annual or periodical income is subject to 
withholding. The. Internal Revenue Code specifically includes in 
such income, interest, dividends, rent, salaries, wages, premiums, an- . 
nuities, compensations, remunerations and emoluments. But other 
kinds of income are included, as, for instance, royalties. 

Income is fixed when it is to be paid in amounts definitely prede- 
termined. Income is determinable whenever there is a basis of cal- 
culation by which the amount to be paid may be ascertained. The 
income need not be paid annually if it is paid periodically ; that is. to 
say, from time to time, whether or not a t  regular intervals. That the 
length of time during which the payments are to be made may be 
increased or diminished in accordance with someone's will or with 
the happening of an event does not make the payments any the less 
determinable or periodical. A salesman working by the month for 
a commission on sales which is paid or credited monthly receives de- 
terminable periodical income. The share of the income of an estate 
or trust from sources within the United States which is distributable, 
whether distributed or not, or which has been paid or credited during 
the taxable year to a nonresident alien beneficiary of such estate or 
trust constitutes fixed or determinable annual or periodical income 
within the meaning of section 143(b). The income derived from 
the sale in the United States of property, whether real or personal, 
is not fixed or determinable annual or periodical income. Such items 
as taxes, interest on mortgages, or premiums on insurance paid to or 
for the account of a nonresident alien landlord by a tenant, pursuant 
to the terms of the lease, constitute fixed or determinable annual or 
periodical incomo." 

SEC. 19.143-3. Exemption from withholding.-Withholding from 
interest on bonds or other obligations of corporations issued prior to 
January 1, 1934, containing a tax-free covenant shall not be required 
in the case of a citizen or resident if he files with the withholding 
ugent when presenting interest coupons for payment, or not later 
than February 1 of the following year, an ownership certificate on 
Form loo0 stating that his net income does not exceed his personal 
exemption and credit for dependents. To avoid inconvenience a 
resident alien should file a certificate of residence on Form 1078'with 
withholding agents, who shall forward such certificates to the a m -  
missioner of Internal Reyenue, Sorting Section, Washington, D. C., 
with a letter of transmittal. 

The income of domestic corporations and of resident foreign cop- 
porations is free from withholding. 

No withholding from dividends paid by a Corporation organized 
under the China Trade Act, 1922, is required unless' the dividends 

Sec. 19.143-3 
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are treated as income from sources within the United States under 
section 119 and are distributed to- 

(1) A nonresident alien other than a resident of China at the 
time of such distribution; 

(2) A nonresident partnership composed in whole or in part 
of nonresident aliens (other than a partnership resident in 
China) ; or 

(3) A nonresident foreign corporation (other than a corpora- 
tion resident in China). 

The salary or other compensation for personal seryices of a non- 
resident alien individual who enters and leaves the United States at 
frequent intervals, shall not be subject to deduction and withholding 
of income tax at  the source, provided he is a resident of Canadr 
or Mexico. 

The following items of fixed or determinable annual or periodical 
income from sources within the United States received by a citizen 
of France residing in France, or a corporation organized under the 
laws of France, are not subject to the withholding provisions of the 
Internal Revenue Code, since such income is exempt from Federal in- 
come tax under the provisions of the tax$convention between the 
United States and France, signed April 27, 1932, and effective Janu- 
nry 1,1936 (see paragraph 108 of the Appendix to these regulations) : 

(1) Amounts paid as consideration for the right to use patents, 
secret processes and formulas, trade-marks, and other analogous 
rights ; 

(2) Income received as copyright royalties; and 
(3) Private pensions and life annuities. 
The person paying such income should be notified by letter from 

the French citizen or corporation, as the case may be, that the income 
is exempt from taxation under the provisions of the convention and 
protocol referred to above. Such letter from a citizen of France 
shall contain his address and a statement that he is a citizen of 
France residing iq France. The letter from such corporation shall 
contain the address of its o&ce or place of business and a statement 
that it is a corporation organized under the laws of the Republic of 
France, and shall be signed by an officer of the corporation giving 
his official title. The letter of notification or a copy thereof should 
be immediately forwarded by the recipient to the Commissioner of 
Internal Revenue, Sorting Section, Washington, D. C. 

As to items of income received on or after January 1,1940, by indi- 
vidual residents of Sweden or by Swedish corporations or other 
Swedish entities and not subject to the withholding provisions of the 
Internal Revenue Code, sea the tax convention between the United 
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States and Sweden, effective January 1, 1940, and regulations to be 
prescribed thereunder. 

A nonresident alien individual not engaged in trade or business 
within the United States and not having an office or place of business 
therein at any time within the taxable year is subject to the tax 
ivposed by section 211(a) on gross income and is not entitled to any 
personal exemption or credit for dependents. Although a nonresi- 
dent alien individual who is engaged in trade or business within the 
United States or has an office or place of business therein is entitled 
to the personal exemption of $1,000 (and a credit for dependents if 
he is a resident of Canada or Mexico), he is subject to the normal tax 
nnd the surtax imposed by sections 11 and 12 by reason of the 
provisions of section 211(b) and the benefit of the personal ex- 
emption and credit for dependents may not be received by filing a 
claim there€or with the withholding agent.. 

SEG. 19.1434. Ownership certificates for bond interest.-In accordance 
with the provisions of section 147(b), citizens and resident individ- 
uals and fiduciaries, resident partnerships and nonresident partner- 
ships all of the members of which are citizens or residents, owning 
bonds, mortgages, or deeds of trust, or other similar obligations 
issued by a domestic corporation, a resident foreign corporation, or 
a nonresident foreign corporation having a fiscal agent or a paying 
agent in the United States, when presenting interest coupons for 
payment shall file ownership certificates for each issue of such obli: 
gations regardless of the amount of the coupons. 

I n  the case of interest payments on overdue coupon bonds, the 
interest coupons of which have been exhausted, ownership certifi- 
cates are required to be filed when collecting the interest in the same 
manner as if interest coupons n-ere presented for collection. 

I n  all cases where the owner of bonds, mortpges, or deeds of trust, 
or other similar obligations of a corporation is a nonresident alien, a ' 

nonresident partnership composed in whole or in p r t  of nonresi- 
dent aliens, a nonresident foreign corporation, or where the owner 
is unknown, an ownership certificate for each issue of such obligations 
shall be filed when interest coupons for any amount are presented for 
payment. The ownership certificate is required whether or not the 
obligation contains a tax-free covennnt. Howeyer, ownership cer- 
tificates need not be filed by a nonresident alien, a partnership com- 
posed wholly of nonresident aliens, or a nonresident foreign 
corporation in connection with interest pnyments on such bonds, 
mortgages, or deeds of trust, or other similar obligntions of n domestic 
or resident foreign corporation qunlifying under section 119(a) (1) 
(B), or of a nonresident foreign corporation. 

I 
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The ownership certificate shall show the name and address of the 

debtor corporation, the name nnd address of the owner of tlie obli- 
gations, a description of the obligations, the amount of interest and 
its due date, the rate at which tax is to be withheld, and the date 
upon which the interest coupons were presented for pnyment. 

Ownership certificates need not be filed in the c m  of interest pay- 
ments on obligations of a State, Tcrritory, or tiny politicnl subdivi- 
sion thcreof, or the District of Columbia; or obligirtions of a corpo- 
ration organized under Act of Congress, if such corporation is an 
instrumentality of the United States ; or tlie obligntions of the United 
States or its possessions. (See section 22(b) (4).) Ownership cer- 
tificates are not required to be filed in connection with interest pay- 
ments on bonds, mortgages, or deeds of trust, or other similar 
oblignt,ioiis issuod by an individual or a pnrtncrship. Ownership 
certificates are not required where the owner is a domestic corpora- 
tion, a resident foreign corporation, or a .foreign government. 

When interest coupons detached from corpornte bonds are received 
unaccompanied by ownership certificates, unless the owner of the 
bonds is known to the first bank to which the coupons are prosented 
for payment, and the bank is satisfied that tlio owner is a person who 
is not required to file an ownership certificate, the bank shall require 
of the payee a statement showing the name and nddress of the person 
from whom the coupons were received by the payee, and alleging that 
the owner of the bonds is unltnown to the payee. Such statement 
shall be forwarded to the Commissioner with the monthly return on 
Form 1012. The bank shall also require tho pnyee to prepare a cer- 
tificate on Form 1001, crossing out “owner” and inserting “pnyee” nnd 
entering the amount of the interest on line 3, and shnll stamp or write 
across the face of the certificate “Statement furnished,” adding the 
name of the bank. 

Ownership certificates are required in connection with interest pny- 
ments on registered bonds as in the case of coupon bonds, except that 
if ownership certificates are not furnished by tlie owner of such bonds, 
ownership certificates must be prepared’ by the withholding agent.’ 

SEC. 19.143-5. Form of certificate for citizens or residents.-For the 
purpose of section 19.1434, Form 1000 shall be used in preparing 
ownership certificates of citizens or residents of the United States 
(individual or fiduciary) , resident partnerships, and nonresident 
partnerships all of the members of which nre citizens or residents. 
If the obligations are issued by a nonresident foreign corporation 
having a fiscal or paying agent in the Unibd States, Form 1000 should 
be modified to show the name and address of the fiscal agent or the 
paying ngent in addition to the name and address of the debtor 
corporation.+ 
Sec. 19.143-5 

419 

SEC. 19.143-6. Form of certificate for nonresident aliens, nonresident 
foreign corporations, and unknown owners.-For the purpose of section 
19.143-4, Form 1001 shall be used in preparing ownership certificates 
(a )  of nonresident aliens, (b) of nonresident partnerships composed 
in whole or in part of nonresident aliens, ( c )  of nonresident foreign 
corporations, and ( d )  where the owner is unknown.’ 

SEC. 19.143-7. Return and payment of tax withheld.-Every withhold- 
ing agent shall make on or before March 15 an annual return on 
Form 1013 of the tax withheld from interest on bonds or other obli- 
gations of corporations. This return should be filed with the col- 
lector for the district in which the withholding agent is located. The 
withholding agent shall also make a monthly return on Form 1012 
on or before tho 20th day of the month following that for which tlio 
return is made. Tlie ownership certificates, Forms 1000 and 1001, 
must be forwarded to the Commissioner with the monthly return. 
Such of the forms as report interest from which the tax is to be with- 
held should be listed on the monthly return. While the forms re- 
porting interest from which no tax is to be withheld need not be 
listed on the return, the number of such forms submitted should be 
entered in the space provided. If Form 1000 is modified to show the 
name and address or fiscal paying agent in the United States (see 
section 19.143-5), Forms 1012 and 1013 should be likewise modified. 

Every person required to deduct and withhold any tax from income 
other than such bond interest shall make an annual return thereof to 
the collector on or before March 15 on Form 1042, showing the 
amount of tax required to be withheld from each nonresident alien, 
nonresident partnership composed in whole or in  part of nonresident 
aliens, or nonresident foreign corporation to which income other than 
bond interest was paid during the previous taxable year. Form 1042 
should be filed with the collector for the district in which the witlb 
holding agent is located. Every United States withholding agent 
shnll make and file with the collector, in duplicate, an informati011 
return on Form 1042B, for tho calendar year 1939 and each subsequent 
calendar year, in addition to the withholding return on Form 1042, 
with respect to the items of income from which a tax of only 5 percent 
was withheld from Canadian addressees. There shall be reported 011 
Form 1042B not only such items of income listed on Form 1042, but 
also such items of interest listed on monthly returns on Form 1012. 
including items of interest where the liability for withholding is only 
2 percent. I n  the case of corporations whose addresses are within 
Canada, only the fixed or determinable annual or periodical income 
from sources within the United States consisting of diyidends shollllld 
be reported. 
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In every case the tax withheld must be paid to the collector on or 
before Jiine 15 of the following year. For penalties and additions to 
the tax attaching upon failure to make such returns or such payments, 
see sections 145 and 291. 

If’a debtor corporation has designated a person to act for it as 
withholding agent, and such person has not withheld any tax from 
the income nur received any funds from the debtor corporation to 
pay the tax which the debtor corporation assumed in connection with 
its tax-free covenant bonds, such person cannot be held liable for the 
tax assumed by the debtor corporation merely by reason of such per- 
son’s appointment as withholding agent. If a duly authorized with- 
holding agent has become insolvent or for any other reason fails to 
make payment to the collector of internal revenue of money deposited 
with it by the debtor corporation to pay taxes, or money withheld 
from bondholders, the debtor corporation is not discharged of its 
liabdity under section 143 (a) (1) , since the withholding agent is 
merely the agent of the debtor corporation. 

- In  any caw where income is payable in any medium other than 
money, the withholding agent shall not release the property so received 
until it has been placed in funds sufficient to enable it to pay over in 
money the tax required to be withheld with respect to such income. * 

SEO. 19.143-8. Ownership certificates in the case of fiduciaries and joint 
ownem-If fiduciaries have the control and custody of more than one 
estate or trust, and such estates and trusts have as nssets bonds of 
corporations and other securities, a certificate of ownership shall be 
executed for each estate or trust, regardless of the fact that the bonds 
are of the same issue. The ownership certificate should show the 
name of the estate or trust, in addition to the name and address of 
the fiduciary. If bonds are owned jointly by two or more persons, 
a separate ownership certificate must be executed in behalf of each 
of the owners.* 

SEO. 19.1419. Return of income from which tax was withheld.-The 
entire amount of the income from which the tax was withheld shall - -  - 
be included in gross income in the return required to be made by the 
recipient of the income without deduction for such payment of the 
tax but any tax so withheld shall be credited against the total income 
tax as computed in the taxpayer’s return. (See, however, section 
19.1425,) If the tax is paid by the recipient of the income or by the 
withholding agent it shall not be re-collected from the other, regard- 
less of the original liability therefor, and in such event no penalty 
will be asserted against- either person for failure to return or pay the 
tax where no fraudor purpose to evade payment is involved. 
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Tax withheld at  tlie source upon fixed’or determinable annunl or 
periodical income paid to nonresident alien fiduciaries is deemed to 
hnve been paid by the persons ultimately liable for the tax qpon such 
income. Accordingly, if a person is subject to the taxes imposcd by 
section 11, 12, 13, or 14 upon any portion of the income of a nonresi- 
dent alien estate or trust, the part of any tax withheld at the source 
which is properly allocable to the iiicome so taxed to such person sha:l 
be credited agninst the amount of the income tnx computed upon his 
return, and any excess shall be credited against any income, wnr- 
profits, or excess-profits tnx, or instnllment thereof, then due from 
such person, and any balnnce shall be refunded.* 

I SEC.144. PAYMENT OF CORPORATION INCOME TAX A T  
SOURCE. 

In the case of foreign corporations subject to taxation under this 
chapter not engnged in trade or business within the Uiiited States and 
not haring any office or place of business therein, there shall be deducted 
and withheld at the source in the snme manner and upon the snme items 
of income as is provided in section 143 a tax equal to 15 per centurn 
thereof, except that in the case of dividends the rnte shall be 10 per 
centum, and except that in the case of corporations organized under the 
laws of a contiguous country such rate of 10 per centum with respect to 
divideiids shnll be reduced to such rate (not less than 5 per centum) as 
may be provided by treaty with such country; and such tax shall be 
returiicd and paid In the snme manner andmibject to the snme condi- 
tions as provided In that section: Provided, Thnt in the cnse of interest 
described in subsection ( a )  of that section (relnting to tax-free covenant 
bonds) the dednctlon and withholding shall be at the rnte specified in 
such subsection. 

SEC. 19 144-1. Withholding in the case of nonresident foreign corpora- 
tions.-A tnx of 15 percent is required to be withheld in the cnse of 
fixed or determinable snnual or periodicnl income paid to n non- 
resident foreign corporation except (1) income from sources without 
the United States, including interest on deposits with persons cnrry- 
ing on tlie banking business paid to such corporation, (2) interest 
upon bonds or other obligntioiis of n corporation contnining a tnx- 
free covenant nnd issued before Jnnuary 1, 1934, where the liability 
assumed by the obligor exceeds 2 percent of the interest, and (3) 
dividends. 

Withholding of n tnx a t  tlie rnte of 2 percent is required in tlie 
cnse of interest pnid to n nonresident foreign corpornt ion, upon bonds 
or other obligations of n corporntion issued prior to Jnnuary 1, 1931, 
and containing a tax-free covenant, if the liability nssuiiied by the 
obligor exceeds 2 percent of the interest niid the interest is treated 
as income from sources mitllin tlie United States. 

Sec. 19.144-1 
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(if not already paid), conditioned upon the making of his return or 
returns for such year or years (if not already made), and the pay- 
ment of any tax or taxes that may become payable for such year or 
years together with any penalty and interest that may accrue thereon, 
such bond to be executed by a surety or sureties approved by the 
Commissioner. I n  lieu of such a surety bond, the taxpayer may fur- 
nish as security a penal bond (Form 1133), approved by the Com- 
missioner, secured by deposit of bonds or notes of the United Stntes 
equal in their total par value to an amount not exceeding double the 
amount of the tax or taxes in respect of which the bond is furnished. 
A form of a “certificate of compliance” is made a part of Form 1040D. 
Bonds complying with the provisions of this section, if properly 
executed and with adequate surety, are approved, and may be ac- 
cepted in the name of the Commissioner, by the collector or internal 
revenue agent in charge by signing the Form 1133 as follows: 

................................ 
Oommimioner of Internal Revenue. 

(Collector of Internal Revenue.) 

(Internal Revenwz Agent in Charge.) 

By ----- - .......................... 
................................ 

A corporation will not be accepted as a surety on such bond unless 
the corporation holds a certificate of authority from the Secretary of 
the Treasury ts an acceptable surety on Federal bonds. If the surety 
on the bond is an individual or individuals such bond shnll not be 
accepted until an investigation is made as to the financial and other 
responsibility of such surety or sureties and such investigation shows 
that the collection of the tax is amply secured by the bond.+ 

SEC. 147. INFORMATION AT SOURCE. 
(a) Paymenti of $1,000 or more.-All persons, in whatever capacity 

acting, including lessees or mortgagors of real or personal property, 
flduclaries, and employers, making payment to another person, of inter- 
est, rent, salaries, wages, premiums, annulties, compensations, re- 
munerations, emoluments, or other Axed or determinable gains, proflts, 
and income (other than payments described in section 148(a) or 149). 
of $1,000 or more In any taxable year, or, in the case of such poyments 
made by the Unlted Stntes, the offlcers or employees of the United 
States having information as to such payments and required to make 
returns in regard thereto by the regulatlons hereinafter provlded for, 
shall render a true and accurate rpturn to the Commissioner, under 
such rcgulnlions and in such form and manner nnd to such extent ns 
may be prescribed by him with the apprornl of the Secretnry, setting 
forth the amount of such gains, proflts, and ilkcome, and tho ntruie and 
address of the recipient of such puyment. 
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(b) Beturni regardless of amount of payment.-Such returns may be 
required, regardless of amounts, (1) in the case of payments of interest 
upon bonds, mortgages, deeds of trust, or other, similar obligations of 
corporations, and (2) in the case of collections of items (not payable 
in the United States) of interest upon the bonds of foreign countries 
and interest upon the bonds of and dividends from foreign corporations 
by persons undertaking as a matter of business or for profit the Collec- 
tion of foreign payments of such interest or dividends by means of 
coupons, checks, or bills of exchange. 

(c) Beclplent to furnish name and addreas.-When necessary to make 
effective the provisions of this section the name and address of the 
recipient of income shall be furnished upon demand of the person pay- 
ing the income. 

(d) Obllgatlon~ of United Stater.-The provlsions of this section shall 
not apply to the pnyment of interest on obllgatlons of the United 
States. 

SEO. 19.147-1. Return of information as to payments of $l,OOO.-All 
persons making payment to another person of fixed or determinable 
income of $1,000 or more in any calendar year must render a return 
thereof to the Commissioqer for such year on or before February 15 
of the following year, except as specified in sections 19.1474 to 
19.147-5, inclusive. A return shall be made in each case on Form 
1099, accompanied by transmittal Form 1096 showing the number 
of returns filed, except that the return with respect to distributions 
to beneficiaries of a trust or of an estate shall be made on Form 1041 
in lieu of Forms 1099 and 1096. The street and number where the 
recipient of the payment lives should be stated, if possible. I f  no 
present address is available, the last known post-office address must 
be given. Although to make necessary a return of information the 
income must be fixed or determinable, it need not be annual or peri- 
odical. (See section 19.143-2.) 

Sums paid in respect of life insurance, endowment, or annuity con- 
tracts which are required to be included in gross income under sec- 
tions 19.22(b) (1)-1, 19.22(b) (2)-1, and 19.22(b) (2)-2 come within 
the meaning of the term “fixed or determinable income” and are red 
quired to be reported in returns of information as required by this 
section, except that payments in respect of policies surrendered before 
maturity and lapsed policies need not be reported. 

Fees for professional services paid to attorneys, physicians, and 
members of other professions come within the meaning of the term 
“fixed or determinable income” and are required to be reported in 
returns of information as required by this section. 

For the purposes of a return of information, an amount is deemed 
to have been pnid when it is credited or set apart to the taxpayer 
without any substantial limitation or restriction as to the time or 
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manner of payment or condition upon which payment is to be made, 
and which is made availnble to him so that it may be drawn a t  any 
time, and its receipt brought within his own control and disposit.ion.* 

SEC. 19.147-2. Return of information as to payments to employees.-The 
names of all employees to whom payments of $1,000 or over a year 
are made, whether such total sum is made up of wages, salaries, com- 
missions, or compensation in any other form, must be reported. 
Heads of brarich offices and subcontractors employing labor, who 
keep the only complete record of payments therefor, should file re- 
turns of information in regard to such payments directly with the 
Commissioner. When both main office and branch office have ade- 
quate records, the return should be Ned by the main office. Amounts 
distributed or made availnble under an employees’ trust governed by 
the provisions of section 165 to nny beneficiary in any taxable year, in 
excess of the sum of his personal exemption and the amounts paid 
into the fund by him, must be reported by the trustee. But see 
section 19.147-3. 

I n  the case of payments made by the United States to persons in its 
service (civil, militnry, or nnval) of wages, salaries, or compensation 
in any other form, the nluriis of information shall be made by the 
heads of the executive depnrtmcnts and other United States Govern- 
ment~;estnblishments.* 

SEC. 19.147-3. Caecs nhere no return of information required-Pay- 
ments of the folloming character, although over $1,000, need not be 
reported in returns of informntion on Form 1099: 

(a )  Payments of interest oil obligations of the United States; 
(b)  Payments by a broker to his customers; 
(c) Payments of m y  type mnde to corporations; 
( d )  Bills paid for merclinndise, telegrams, telephone, freight, stor- 

age, and simllnr charges 
(e) Payments of rent made to real estnte agents (but the agent 

must report payments to the landlord if the amount paid during 
the year was $1,000 or more) ; 

( f )  Payments made to alien employees serving in foreign countries 
or payment? representing enrned income for services rendered with- 
out the United States mnde to nonresident citizens entitled to the 
beneEts of section 116 (a) ; 
(9) Salaries and profits paid or distributed by a partnership to 

the individual partners ; 
(hj Payments of salaries, or other compensation for personnl serv- 

ices aggregating less ‘than $2,500 made to a married individual (citi- 
zen or resident) ; 

(See also section 19.22(a)-3.) 
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(i) Payments of commissions made by fire insurance companies, 
or other companies insuring property, to general agents, except when 
specifically directed by the Commissioner to be filed; 

( j )  Payments of income upon which income tax has been withheld 
at  the source and reported on Forms 1012; 1013, or 1042; and 

(k) Amounts paid by the United States to persons in its service 
(civil, military, or naval) as an allowance for traveling expenses, 
including an allowance for meals and lodging, as, for example, a 
per diem allowance .in lieu of subsistence, and amounts paid aa 
reimbursements for traveling expenses. 

‘If the marital status of the payee is unknown to the payor, or if 
the marital status of the payee changed during the year (see section 
19.25-7), or if the payee is a resident of Canada or Mexico, the 
payee will be-considered a single person for the purpose of filing 
a return of information on Form 1099 with respect to payments 
of siilaries or other compensation for personal services.* 

SEC. 19.1474. Return of information as to interest on corporate bonds.- 
In  the cnse of payments of interest, regardless of amount, upon bonds 
and similar obligations of corporntions, the ownership certificates, 
when duly filed, shall constitute and be treated as returns of informa- 
tion. (See section 19.143-5.) * 

SEC. 19.147-5. Return of information as to payments to other than citi- 
zcns or residents.-In the case of pnynients of fixed or determinable 
annual or periodical income to nonresidenr aliens (individual or 
fiduciary), to nonresident partnerships composed in whole or in part 
of nonresident aliens, or to nonresident foreign corporations (see 
section l9.3797-8), the returns filed by withholding agents on Form 
1042 shall constitute and be treated as returns of information. (See 
sections 143 and 144.)* 

SEC. 19.1474. Foreign items.-The term ‘‘foreign items, ’ as used in 
these regulations, meiins any item of interest upon the bonds of a . 
foreign country or of a nonresident foreign corporation not having a 
fiscal or paying agent in the United States, or any item of dividends 
upon the stock of such corporation.* 

SEC. 19.147-7. Return of information as to foreign items.-In the case 
of foreign items, an information return on Form 1099 is required to 
be filed by the bank or collecting agent accepting the items for col- 
lection, if the foreign item is paid to u citizen or resident of the 
United States (individual or fidnciary). or a partnership any mem- 
ber of which is n citizen or resident, and if the amount of the foreign 
items paid in nny tnxable vear to an individual, a partnership, or 
a ficlwinry is $1,000 or more. Such forms accompnnied by Fornr’ 
1006 should be forwarded to the Commissioner of Intrrnal Revenue, 
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Returns Distribution Section, Washington, D. C., on or before Febru- 
ary 16 of each year. The term "collection" includes the following: (a)  
The payment by the licensee of the foreign item in cash; (b) the credit- 
ing by the licensee of the account of the,person presenting the foreign 
item; (c) the tentative crediting by the licensee of the account of the 
person presenting the foreign item until the amount of the foreign 
item is received by the licensee from abroad; and (d) the receipt 
of foreign items by the licensee for the purpose of transmitting them 
abroad for deposits. 
SEC. 19.147-8. Information as to actual owner.-When the person 

receiving a payment falling. within the provisions of the Internal 
Revenue Code for information at  the source is not the actual owner 
of the income received, the name and address of the actual owner 
o f  payee shall be furnished upon demand of the individual, cor- 
poration, or partnership paying the income, and in  default of a 
compliance with such demand the payee becomes liable for the 
penalties provided. (See section 145.) Dividends on stock are 
prima facie the income of the record owner of the stock. Upon 
receipt of dividends by a record owner, he should execute Form 
1087 to disclose the name and address of the actual owner or payee. 
Form 1087 should be filed with the Commissioner of Internal Rev- 
enue, Returns Distribution Section, Washington, D. C., not later than 
February 15 of the succeeding year. Unless such a disclosure is made, 
the record owner will Be held liable for any tax based upon such divi- 
dends. (See section 19.148-1.) 

The filing of Form 1087 is not required ( a )  if the record owner is 
required to' file a fiduciary return on Form 1041; or a withholding 
return on Form 1042, disclosing the name and address of the actual 
owner or payee, or (b)  if the actual owner or payee is a nonresident 
alien individual, foreign partnership, or foreign corporation and the 
10 percent tax has been withheld at  the source prior to receipt of the 
dividends by the record owner. 

(See sections 19.147-1 and 19.1474.) 

(See section 19.143-1.)* 
SEC. 148. INFORMATION BY CORPORATIONS. 

(a) Dividend payments.-Every corporation shnll, when required by 
the Comniissioner, reiider a correct return, duly verifled under onth, 
of its payments of dividends, stnting the name and address of each 
slimeholder, the number of shares owned by him, and the amount of 
dividends pnid to  him. 

(b) Pro5ts declared as dividends.--Ifvery corporntion shall, when r e  
quired by the Cornmissioner, furnish him a statement of such facts 
as will enable him to determine the portion of the enrnings or proflts 
of the corporntion (including gnins, proflts, and income not taxed) 
nccumulnted during such perlods a s  the Commissioner may speclfy, 
whlch have been distributed or ordered to be distributed, respectively, 
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to its shareholders during such taxnble years 88 the Commissioner mny 

(a) Aooumulated earningr and profits.-When requested by the Cam- 
missioner, or any collector, every corporation shnll forwnrd to  him 
a correct statement of accumulated earnings and proflts and the -names 
and addresses of the individuals or shnreholders who would be entitled 
to the same if divided or distributed, and of the amounts that would 
be payable to each. 

(a) Contemplated dissolution or 1lqnidation.-Every corporation shall, 
within thirty days nfter the adoption by the corporation of a resolu- 
tion or plan for the dissolution of the corporation or for the liquidation 
of the whole or any part of its capital stock, render a correct return 
to the Commissioner, verifled under onth, setting forth the terms of 
such resolution or pinn and such other Information as the Commia- 
sioner shnll, with the approval of the Secretary, by regulations 
prescribe. 

(e) Distributions in liquidation.-Every corporation shall, when re- 
quired by the Commissioner, render a correct return, duly verifled 
under oath, of its distributlone in  liquidation, stating the name a n d '  
address of each shareholder, the number and class of shares owned 
by him, and the amount pnid to him or, i f  the distribution Is In prop  
erty other tbnn money, the fair  mnrket vnlue (as of the date the dis- 
tribiitlon is mnde) of the property distributed to him. 

(f) Compensation of ofRcers and employees.-Under regulations p r e  
scribed by the Commissioner with the approval of the Secretary, 
every corporation subject to tnxntion under this chapter shall, in i ts  
return, submit n list of the names of all ofecers and employees of euch 
corporation and the respective amounts pnld to them during the taxable 
ycnr of the corporntion by the corporation as salary, commlssiOn, 
bonus, or other compensation for personal services rendered, if the 
aggregate amount 80 paid to the individual is in excess of $76.000. 

The Secretary shnll compile from the returns made a list containing 
the nnmes of. and the amounts paid to, each such ofecer and employee 
and the name of the pBying corporation, and shall make such list 
avnilable to  the public. 
SEC. 407. SALE O F  INFORMATION DERIVED FROM INCOME TAX 

SeCtion 148(f) of the Internal Revenue Code is amended by adding 
at the end thereof the following new sentence: "It shall be unlawful 
for any person to sell, offer for snle, or circulate, for any consideration 
whntsoever, any copy or reproduction of any list, or pnrt thereof, 
authorized to be mnde public by this Act or by any prior Act relnting 
to the publicntion of information derived from income-tnx returns; 
and nny ofkense agninst the foregoing provision shall be a misdemeanor 
nnd be punished by n flne not exceeding $l.OOO or by imprisonment 
not excerding one yenr, or both, at the discretion of the court: Pro- 
vided, Thnt nothing in this sentence shall be construed to be applicable 
with respect to any newapnper. or other periodical publication, entitled 
to ndniissiou to the mnlls ns second-clnss mnil matter." 

specify. 

RETURNS. (REVENUE ACT O F  1939.) 

SEC. 19.148-1. Return of information as to payments of dividends.- 
Section 148 provides that every corporation shall, when required by 
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SEC. 211. NET OPERATING LOSSES. (REVENUE ACT OF 1939.) 

8 8 8 8 8 

(e) Allowance of deduction to insurance companieB.- 
‘ 8  8 8 8 * 
(2) The Internal Revenue Code is amended by inserting aftcr section 

207 the following: 

“SEC. 208. NET OPERATING LOSSES. 
“The benefit of the deduction for net operating losses allowed by 

scction 23(s) shall be allowed to insurance companies subject to the 
taxcs imposed in this supplcment under regulntions prescribed by the 
Commissioner with the approval of the Secretary.” 

8 

, *  8 * 0 0 

SEC. 19.208-1. Net operating loss deduction in the case of insurance 
companies.-The benefit of the deduction for net operating losses pro- 
vided by section 23 (9) , computed under section 122, shall be allowed 
to life insurance companies, insurance companies other than life or 
mutual, and mutual insurance companies other than life, as follows : 

(a) Life insurance companies.-In computing a net operating loss 
or net income for the purposes of section 122 in ,the case of an insur- 
ance company subject to the tax imposed by section 201, “gross in- 
came” shall mean gross income as defined in section 902(a) and the 
allowable deductions shall be those allowed by section 203, with the 
following exceptions and limitations : 

(1) The deduction for tax-free interest provided by section 
203(a) shall not be allowed in excess of the amount of interest 
paid which is not allowed as a deduction by section 23(b), re- 
lating to interest on indebtedness incurred or continued to 
purchase or carry certain tax-exempt obligations; 

(2) No net operating loss deduction shall be allowed; and 
(3) The deduction under section 203(a) (3) on account of the 

In computing the normal-tax net income referred to in section 
122(c), the net income shall be computed without reference to the 
above exceptions and limitations, except that no net operating loss 
deduction shall be allowed. 

(b) Imurance companies other than Efe or mutuaZ.-In computing 
a net operating loss or net income for the purposes of section 122 in 
the case of an insumnce company subject to the tax imposed by sec- 
tion 204, “gross income” shall mean gross income as defined in section 
204(b) (1) and the allowable deductions shall be those allowed by 
section 204(c), with the following exceptions and limitations : 

(1) The deduction for tax-free interest allowed by section 
204(c) (7) shall not be allowed in excess of the amaunt of interest 

sums held as a reserve for dividends shall not be allowed. 
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paid or accrued which is not allowed as a deduction by section 
23 (b) , relating to interest on indebtedness incurred or continued 
to purchase or carry certain tax-exempt obligations ; 

(2) The deduction for depletion ehall not exceed the amount 
which would be allowable if computed without reference to 
discovery value or to percentage depletion under section 114(b) 

(3) No n8t operating loss deduction shall be allowed ; and 
(4) The amount deductible on account of long-term capital 

losses shall not exceed the amount includible on account of the 
long-term capital gains, and the amount deductible on account 
of short-term capital losses shall not exceed the amount in- 
cludible on account of the short-term capital gains. 

In  compnting the normal-tax net income referred to in section 
EZ!(c), the net income shall be computed without reference to the 
above exceptions and limitations, except that no net operating loss 
deduction shall be allowed. 

(c )  MutwZ insurame c m p m i e a  other than life.-For the pur- 
poses of the computations required by section 122 there shall be in- 
cluded in the gross income of a mutual marine insurance company 
the gross premiums collected and received less amounts paid for 
reinsurance as required by section 207(b). In  the case of all in- 
surance companies subject to the tax imposed by section 207, the 
exceptions and limitations provided by section 122(d) shall be ap- 
plied. In  addition to the deductions allowed by section 23, the de- 
ductions provided by section 207(c) shall be allowed except that no 
amounts shall be deducted on account of premium deposits retained 
for the payment of losses, expenses, and reinsurance reserves. This 
exception shall not apply in the computation of the normal-tax net 
income referred to in sectioh 122(c).* 

(21, (31, or (4) ; 

NONRESIDENT ALIEN INDIVIDUALS 

SEC. 211. TAX ON NONRESIDENT ALIEN INDIVIDUALS. 

(a) Ho United Statea business or ofice.-- 
(1) QENFRAL 8w.- 

(A) IYP~~ITTOR OF TAX.-There shall be levied, collected, and 
paid for each taxable year, in lieu of the tnx imposed by sec- 
tions 11 and 12, upon the amount received, by every nonresi- 
dent alien individual not engaged in trade or business withtn 
the United States and not having an ofice or place of businese 
therein, from sources within the United States as interest 
(except interest on deposits with persons carrying on the 
banking business), dividends, rents, salaries, wages, premiums, 
nnniiities, compeneations, remunerations, emoluments, or other 
fivrd or determinable annual or periodical gains, profits, and 
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income, a tax of 10 per centum of such amount, except that 
such rate shall be reduced, In the case of a resident of a con- 
tiguous country, to such rate (not less than 6 per centum) 
as may be provided by treaty with such country. 
(B) Cwss REFERENCE.- 

For inclusion in computation of tax of amount specified 

(2) AQQBEOATE MORE THAN 82l,eoo.-The tax imposed by para- 
graph (1) shall not apply to any individual if the aggregate 
amount received during the taxable year from the sources therein 
specifled is more than $21,600. 
(3) RESIDENTE OF CONTIOUOUS yuNTBIEs.-Despite the provisions 

uf paragraph (2), the provisions of paragraph (1) shall apply to 
a resident of a contiguous country so long as there is in effect a 
treaty with such country (ratifled prior to August 26, 1937) under 
which the rate of tax under section 211(a) of the Revenue Act of 
1936, 49 Stat. 1714, prior to its amendment by section SOl(n) of the 
Revenue Act of 1037, 60 Stat. 830, was reduced. 

(b) United States businear or oflce.-A nonresident alien individual 
engaged in trade or business in the United States or having an  offlce 
or place of business therein shall be taxable without regnrd to the 
provisions of subsection (a). As used in this section, section 119, 
section 143, section 144, and section 231, the phrase “engaged in trade 
or business within the United States” includes the performance of 
personal services within the United States at any time within the 
taxable year, but does not include the performance of personal services 
for a nonresident alien individual, foreign partnership, or foreign cor- 
poration, not engaged in trade or business within the United States, 
by a nonresident alien individual temporarily present in the United 
States for a period or period8 not exceeding a total of ninety days 
during the taxable year and whose compensation for such services 
does not exceed in the aggregate $3,000. Such phrase does not in- 
clude the effecting of tranwctions in the United States in stocks, secu- 
rities, or commodities through a resident broker, commission agent, 
or custodian. 

(c) No United State8 businesa or oflce and groas income of more than 
$21,60O.-A nonresident alien individual not engwed in trade or business 
within the United States and not having an office or place of business 
therein who has a gross income for any taxable year of more thnn 
$21,600 from the sources specified in subsection (a) (l), shall be tax- 
nble without regard to the provisions of subsection (a) (l), except 
that- 

(1) The gross income shall include only income from the sources 

(2) The deductions (other than the so-called “charitable deduc 
tion” provided in section 213(c)) shall be allowed only if and 

to the extent that  they are properly ailocable to the gross income 
from the sources specifled in subsection ( a )  (1) : 
(3) The aggregate of the normal and surtax under sections 

11 and 12 shall, in no case, be loss than 10 per centiiin of the 
gross income from the sources spcciflcd in siil)scction (n) (1) : niid 

in shareholder’s consent, see section 25. 

specified in subsection (a) (1) : 
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(4) This subswtlon shall not apply to a resident of a contiguous 
country so long as there is in effect a treaty with such country 
(ratifled prior to August 26, 1937) under which the rate of tax 
under section 2ll(a) of the Revenue Act of 1936, prior to its 
amendment by section SOl(a) of the Revenue Act of 1937, was 
reduced. 

SEO. 19.211-1. Taxation of aliens in general.-For the purposes of 
hapter 1 alien individuals are divided generally into two classes, 
lamely, resident aliens and nonresident aliens. Resident aliens are 
in general taxable the same as citizens of the United States, that is, a 
resident alien is taxable on income derived from all sources including 
sourma without the United States. Nonresident aliens are taxable 
only on income from sources within the United States. For classifi- 
cation of nonresident aliens, see section 19.211-7.* 
SEO. 19.211-2. Definition.-A “nonresident alien individual” means 

an individual- 
( a )  Whose residence is not within‘the United States; and 
( 6 )  Who is not a citizen of the United States. 

Tho term includes a nonresident alien fiduciary. 
An alien actually present in the United States who is not a mere 

transient or sojourner is a resident of the United States for pur- 
poses of the income tax. Whether he is a transient is determined by 
his&tentions with regard to the length and nature of his stay. A 
mere floating intention, indefinite aa to time, to return to another 
country is not sufficient to constitute him a transient. If he lives iri 
the United States and has no definite intention BE to his stay, he is 
a resident. One who comes to the United States for a definite pur- 
pose which in its nature may be promptly accomplished is a tran- 
sient; but if his purpose is of such a nature that an extended stay 
may be necessary for its accomplishment, and to that end the alien 
makes his home temporarily in the United States, he becomes a mi- 
dent, though it may be his intention at  all times to return to his 
domicije abroad when the purpose for which he came has been con- 
summated or abandoned. An alien whose stay in the United States 
is limited to a definite period by the immigration laws is not a 
&dent of the United States within the meaning of this section, in 
the absence of exceptional circumstances.* 
SEO. 19.2114. Alien seamen, when to be regarded as residents.-In 

order to determine whether un alien seaman is a, resident within the 
meaning of chapter 1, it is necessary to decide whether the pre- 
sumption of nonresidence is overcome by facts showing that he has 
established a residence in the United States. ‘Residence may be 
established on a vessel regularly engaged in coastwise trnn.de, but the 
mere fact that n sailor makes his home on a vessel flying the United 
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Stntes flag and engnged’in foreign trncle is not sufficient to establish 
residence in the United States, even though the vessel, while carrying 
on foreign trade, touches at  American ports. An alien seamnn may 
acquire an actual residence in the United Stntes within the rules laid 
down in section 19.211-4, although the nature of his calling requires 
him to be absent for a long period from the plnce where his residence 
is established. An alien seaman mny acquire such a residence at a 
sailors’ boarding house or hotel, but such a clnim shoulcl be carefully 
scrutinized in order to make sure tlint sucli residence is bonn fide. 
The filing of Form 1078 or taking out first citizenship papers is 
proof of residence in the United States from the time the form is 
filed or the pnpers taken out, unless rebutted by other evidence show- 
ing an intention to be a trnnsient. The fact thnt a head tax has been 
paid on behnlf of an alien seamnn entering the United States is no 
evidence that he has acquired residence, because the hend tax is pay- 
nble unless the nlien who is entering the country is merely in trniisit 
through the country.* 

SEO. 19.211-4. Proof of residence of alien.-The following rules of 
evidence shnll govern in determining whether or not an alien within 
the ‘TJnitecl Stntes has acquired residence therein within the menning 
of chapter 1. An alien, by reason of his alienage, is presumed to be 
a nonresident alien. Such presumption may be overcome- 

(1) I n  the case of an alien who presents himself for determination 
of tax liability prior to departure for his native country, by (a)  
proof that the alien, n t  least six months prior to the date he so pre- 
sents himself, has filed a cleclarntion of his intention to become a citi- 
zen of the United States under the nnturnlization laws, (6) proof 
that the alien, at least six months prior to the dnte he so presents him- 
self, has filed Form 1078 or its equivalent, or ( c )  proof of acts and 
statements of the alien showing a definite intention to acquire resi- 
dence in the United Stntes or showing thnt his stay in the United 
Strites has been of such an estended nature as to constitute him a 
resident ; 

(2) I n  other cases by ( a )  proof that the alien has filed a declnra- 
tion of his intcntion to become a citizen of the United States under 
the nnturalization laws, (6) proof that the alien hns filed Form 1078 
or its equivslent, or ( c )  proof of acts and statements of an alien 
showing a definite intention to acquire residence in the United States 
or showing that his stay in the United States has been of such an 
extended nature as to constitute him a resident. 

In  any case in which nn nlicn scrks to overcome the presumption 
of nonresidence under (1) (c) or (2) ( c ) ,  if the intenid-revenue officer 
who examines the alien is in doubt as to tlic f:~cts, such officer 
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may, to assist him in determining the facts, require nn a5davit or 
affidavits setting forth the facts relied upon, executed by some credi- 
ble person or persons, other than the alien and members of his fam- 
ily, who have known the aIien a t  Ienst six months prior to the date 
of execution of the a5davit or affidavits.* 

SEC. 19.211-5. Loss of residence by alien.-An alien who has acquired 
residence in  the United States retains his status as a resident until 
he abnndons the snme and actually departs from the United States. 
An intention to change his residence does not change his status as a 
resident alien to that of a nonresident alien. Thus, an alien who has 
acquired a residence in the United States is tnxnble ns a resident for 
the remainder of his stay in the United States.’ 

SEC. 19.211-6. Duty of employer to determine status of alien em- 
ployee.-If wages are paid to aliens without withholding the tax, 
except as permitted in section 19.143-3, in the case of a resident of 
Canada or Mexico, the employer should be prepnred to pro\e the 
status of tlie alien as provided in sections 19.211-1 to 19.211-5, in- 
clusive. An employer may rely upon the evidence of residence 
afforded by the fact that an alien has filed Form 1078, or an equivalent 
certificate of the alien establishing residence. An employer need not 
secure Form 1078 from the alien if he is satisfied that the alien is a 
resident alien. An employer who seeks to account for failure to with- 
hold in the past, if he had not a t  the time secured Form 1078 or its 
equivalent, is permitted to prove the former status of the alien by 
any competent evidence. The written statement of the alien employee 
may ordinarily be relied upon by the employer as proof that the alien 
is a resident of the United States.* 

SEC. 19.211-7. Taxation of nonresident alien individuals.-For the 
purposes of this section and sections 19.212-1, 19.213-1, 19.214-1, and 
19.217-2, nonresident alien individuals are divided into three clnsses : 
(1) nonresident alien individuals not engaged in trnde or business 
within the United States and not having an office or plnce of business. 
therein at  any time during the tnxnble year, and deriving in tlie tnx- 
able year not more than $21,600 gross amount of fixcd or dcterminnble 
annual or periodical income from sources within the United States; 
(2) nonresident nlien individuals not engaged in trnde or business 
within the United Stntes and not having nn office or plnce of business 
therein at nny time during the taxable year and deriving in the tnz- 
able year more than $21,600 gross amount of fixed or determinable 
annual or periodical income from sources within tlie United Stntes; 
and (3) nonresident, alien inclividnnls who at  :my time during the 
taxable year are engngcd in tnicle or business in tlie United States 
or have an ofice or place of Lusiixss thercin. 

~ 
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(a) No United States &&w.~s OF ofie-G%nera.Z &.-A non- 

resident alien individual within class (1) , referred to in the preced- 
ing paragraph, is liable to the tax upon the amount received from 
sources within the United States, determined under the provisions 
of section 119, which is fixed or determinable annual or periodical 
gains, profits, and income. For the purposes of section 211(a), the 
term “amount received” means “gross income.” Specific items of 
fixed or determinable annual or periodical income are enumerated in 
the Internal Revenue Code as interest (except interest on deposits 
with persons carrying on the banking business), dividends, rents, 
salaries, wages, premiums, annuities, compensation, remunerations, 
and emoluments, but other fixed or determinable annual or periodical 
gains, profits, and income are also subject to the tax, as, for instance, 
royalties. As to the determination of fixed or determinable annual 
or periodical income, see section 19.14S2. The items. of fixed or 
determinable annual or periodical income from source8 within the 
United States received by a citizen of France residing in France 
which are exempt from Federal income taxation under the provisions 
of the tax convention between the United States and France, signed 
April 27, 1932, and effective January 1, 1936 (see paragraph 108 of 
the Appendix to these regulations), are described in section 19.143-3. 
As to items of such inwme received on or after January I, 1940, by 
individual residents of Sweden or by Swedish corporations or other 
Swedish entities and exempt from Federal income taxation, see the tax 
convention between the United States and Sweden;effective January 1, 
1940, and regulations to be prescribed thereunder. 

The fixed or determinable annual or periodical income from source8 
within the United States of a nonresident alien individual not en- 
gaged in trade or business within tlie United States and not having 
an ofice or place of business therein at  any time during the taxable 
year and deriving in the taxable year not more than $21,600 gross 
amount of fixed or determinable annual or periodical income from 
sources within the United States, is taxable at the rate of 10 percent, 
except that such rate shall be reduced, in the case of a resident of a 
contiguous country, to such rate (not less than 5 percent) as may be 
provided by treaty with such country. (See also section 19.212-1.) 
Under the terms of the tax convention between the United States and 
Canada, signed December 30, 1936, and effective January 1, 1936, 
the tax at the rate of 10 percent imposed by section 211 (a) is reduced 
to ti percent in the case of a nonresident alien individual who is a 
resident of Canada. (See paragrhph 106 of the Appendix to these 
regulations.) 
(6) No United &hta business OF @+Aggregate tham 

$?i?1,600.-A nonresident alien individual within class (2), referred to 
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in the first paragraph of this section, is, under the provisions of 8 8 ~ -  

tion 211(c), subject to tax only upon his fhed or d e t e h a b l e  
annual or periodical income specified in section 211(a) determined 
under the provisions of section 119, minus (1) the deductiona 
properly allocable to such inwme and (2) the so-called “charitable 
contributions” deduction provided in section 213(c). Such non- 
resident alien is entitled to the credits against net income allowable 
to an individual by section 25, subject to the limitations provided 
in section 214. However, the tax thus computed under sections 
11 and 12 shall in no such CBSB be h s  than 10 percent of .the 
gross amount of such fixed or determinable annual or periodical in- 
come from sourm within the United States. Nonresident alien indi- 
viduals, residents of Canada, are not affected by the provisions of 
section 211(c) or of this paragraph but are (under the terms of the 
tax convention between the United States and Canada) subject to 
tax under the provisions of section 211 (a) and the special provisions 
of paragraph (a )  of this wction relating to such aliens. 

( 0 )  United States businescl or ome.-A mnresident alien- in- 
dividual within class (3), refermd to in the first paragraph of this 
section, is not taxable a t  the rate of 10 percent upon the items of gross 
income enumerated in section 211(a). The net income from sources 
within the United States of such a nonresident alien individual 
(gross income from sources within the United States minus the stat- 
utory deductions provided in sections 23 and 213) less the credits 
against net income allowable to an individual by section 25, is sub- 
ject to the normal tax of 4 percent imposed by section 11 and the 
graduated surtax imposed by section 12(b). 

As used in sections 119,143,144,211, and 231, the phrase “engaged 
in trade or business within the United States” includes the-perform- 
ance of personal services within the United States at any time within 
the taxable year but does not include the performance of personal. 
services for a nonresident alien individual, foreign partnership, or 
fareign corporation not engaged in trade or business within the 
United States by a nonresident alien individual temporarily present 
in the United States for a period or periods not exceeding a total of 
90 days during the taxable year and whose compensation for such 
services does not exceed in the aggregnte $3,000. Such phrase does 
not include the effecting of transactions in the United States in stocks, 
secudies, or commodities (including hedging transactions) through 
a resident broker, commission agenL, or custodian. (See also section 
19.212-1.) 

Whether a nonresident alien has an “office or place of business” 
within the United States depends upon the facts in a particidlar case. 
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The term “office or place of business,” however, implies a place for 
the regular transaction of business and does not include a place 
where casual or incidental transactions might be, or are, effected. 

Neither the beneficiary nor the grantor of a trust, whether revoca- 
ble ur irrevocable, is deemed to be engaged in trade or business in 
the United States or to have an office or place of business therein, 
merely because the trustee is engaged in trade or business in’ the 
United States or has an office or place of business therein.’ 

SEC.212. GROSS INCOME. * 

(a) General rule.-In the case of a nonresldent alien Individual gross 
Income includes only the gross income from sources within the United 
States. 
(b) Ship8 under foreign dag.-The income of a nonresident alien indl- 

vldual which consists exclusively of earnings derived from the opera- 
tion of a ship or ships documented under the laws of a foreign 
country whlch grants an equivnlent exemption to citizens of the United 
States and to corporations organized In the United States shnil not be 
included in gross income and shall be erempt from taxation under 

. this chapter. 

SEC. 19.212-1. Gross income of nonresident alien individuals.-In gen- 
eral, in the case of nonresident alien individuals “gross incomen means 
only the gross income from SOUTCM within the United States, de- 
termined under the provisions of section 119. (See sections 19.119-1 
to 19.119-14, inclusive.) The items of gross income from sources 
without .the United States and therefore not taxable to nonresident 
aliens are described in section 119(c). As to who are nonresident 
alien individuals see sections 19.211-2 to 19.211-6, inclusive. 

Income received by a resident alien from sources without the 
United States is taxabie although such person may becomo a non- 
resident alien subsequent to its receipt and prior to the close of the 
taxable year. Conversely, income received by a nonresident alien 
from sources without the United States is not taxable though such 
person may become a resident alien subsequent to its receipt and 
prior to the close of the taxable year. 

(a) No United States business or ofie.-The gross income of a 
nonresident alien individual not engaged in trade or business within 
the United States and not hnving hn office or place of business therein 
at  any time during the taxable year, whether such alien comes within 
section 211 (a) or section 211 (c) , is gross income from sources within 
the ‘IJnited Statcs consisting of fixed or determinable annual or 
periodical income. His taxnble income does not include profits de- 
rived from the effecting of transactions in the United States in stocks, 
securities, or commodities (including hedging transactions) through 
a resident broker, commission agent, or custodian, or profits derived 
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from the sale within the United Stales of personal property or real 
property located therein. 

(b) United States business or  ojfice.-‘l‘he gross income of a non- 
resident alien individual who at any time within the taxable year 
was engaged in trade or business within the United States or had 
an office or place of business therein is not limited to the items of 
gross income specified in section 211(a), but includes any item of 
gross income which is treated as income from sources within the 
United States, except those items which are exempt from taxation 
by statute or treaty or which are not taxable by the Federal Govern- 
ment under the Constitution. (See sections 22(b), 112, 116, 119, 
and 212(b).) 

\ I ,  

I n  general, any nonresident alien individual who performs per- 
sonal services within the United States is coilsidered as being en- 
gaged in trade or business within the United States and therefore 
his net income from sources within the United States, including his 
compensation, is subject to the narmal tax of 4 percent and the sur- 
tax. However, the phrase “engaged in trade or business within 
the United States” does not apply to the personal services per- 
formed within the United States for a nonresident alien individual, 
foreign partnership, or foreign corporation, not engaged in trade 
or business within the United States, by a nonresident alien indi- 
vidual temporarily present in the United States for a period or 
periods not exceeding a total of 90 days duTing the taxable year 
and whose compensation for such services does not exceed in the 
aggregate $3,000. Such compeiisation is not income from sources 
within the United States. (See section 119(a) (3).) As to the ex- 
clusion from gross income of the official compensation received by 
employees of foreign goveniments see section 116(h). 

The effecting of transactions in the United States in stocks, securi- 
ties, or commodities (including hedging transactions) through a 
resident broker, commission agent, or custodian does not bring a non- 
resident alien individual within the class of nonresident alien indi- 
viduals engaged in trade or business within the United States, but if a 
nonresident alien individual by reason of rendering personal services 
in the United States, or for other reasons, is classed ns a nonresident 
alien individual engaged in trade or business within the United States 
or having an office or place of business therein, he is taxable upon all 
income from sources within the United States, including profits de- 
rived from the effecting of such transactions. Such a nonresident 
alien individual is required to includa in gross income capital gains, 
gains from hedging transactions, nnd profits derived from the sale 
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tributions provided in section 23(o).are also applicable in the case of 
such citj5ens. Corporations entitled to tlie benefits of section 251 are 
allowed the same deductions from their gross income arising from 
sources within the United States as are allowed to domestic corpora- 
tions to the extent that such deductions are connected with such gross 
income, except that the so-called charitable contribution deduction 
allowed by section 23(q) is allowed whether or not coniiected with 
income from sources within the United States. The proper appor- 
tionment and allocation of the deductions with respect to sources within 
and without the United States shall be determined as provided in 
section 119.* 

SEC. 19.2514. Allowance of deductions and credits to citizens and 
domestic corporations entitled to the beneflts of section 261.-Unless a 
citizen of the United States or a domestic corporition entitled to the 
benefits of section 251 shall file or cause to be filed with the collector 
R true and accurate return of total income from sources within the 
United States, the tax shall be collected on the basis of the gross 
income (not the i.et income) from sources within the United States. 
Where such a citizen or corporation has various sources of income 
within the United States so that the total income calls for the assess- 
ment of a tax, and a re tuh  of income was not filed by or on behalf 
of the citizen or corporation, the Commissioner will cause a return 
of income to be made and include therein the income of such citizen 
or corporation from all sources concerning which he has information, 
and will assess the tax and collect it from one or more of the sources 
of income of such citizen or corporation within the United States 
without allowance for deductions or credits.* 

SEC. 252. CITIZENS OF POSSESSIONS OF UNITED STATES. 
(a) Any individual who is a citizen of any possession of the United 

States (but not otherwise a citizen of the United States) and who is 
not a resident of the Unlted States, shall be subject to taxation under 
this chapter only as to income derived from sources within the United 
States, and in such case the tax shall be computed and paid in the 
same manner and subject to the same conditiqns as in the case of 
other persons who are taxable only as to income derived from such 
sources. 

(b)  Nothing in this section shall be construed to alter or amend 
the provisiciis of the Act entitled “An Act muking hpproprlntions for 
the naval service for the flsral year endliig June 30, 1028, nnd for other 
p~irposes”, approved Jnly 33, 1921, c. 44, 12 Stnt. 123 (U. S. C., Title 
48, g 1397), relating to tlie inipositioa of incollie taxes in the Virgin 
Islands of the United States. 

SEC. 19.252-1. Status of citizens of United States possession.-A citizen 
of a possession of the United States (except the Virgin Islands), who 
is not otherwise a citizen or resident of the United States, including 
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only the States, the Territories of Alaska and Hawaii, and the Dis- 
trict of Columbia, is treated for the purpose of tlie tax as if he were 
R nonresident alien individual. (See sections 211 to 219, inclusive.) 
For Federal income tax purposes a citizen of a possession of the 
United States who is not otherwise a citizen of the United States, is 
a citizen of a possession of the United States who has not become a 
citizen of the United States by naturalization. The fixed or deter- 
minable annual or periodical income from sources within the United 
States of a citizen of a possession of the United States who is treated 
as if he were a nonresident alien individual is subject to withholding. 
(See section 143.) 

For the purpose of this section citizens of the possessions of the 
United States who are not otherwise citizens of the United States 
are divided into two classes: (1) citizens of possessions of the United 
States who at  any time within the taxable year are not engaged in 
trade or business within the United States and have no office or 
place of business therein and (2) citizens of possessions of the United 
States who a t  any time within the taxable year are engaged in trade 
or busiiiess within the United States Qr have an office or place of 
business therein. The provisions of sections 19.211-7 to 19.219-1, 
inclusive, applicable to nonresident nlien individuals not engaged 
in trade or business within the United States and not having an 
office or place of business therein are applicable to the citizens of 
possessions falling within the first class, while tlie provisions ?f such 
sections applicable to nonresident alien individuals who at  any time 
within the taxnble year nre engaged in trnde or business within the 
United States or have an ofice or plnce of business therein are 
npplicable to citizens of possessions f:dliiig within the second class. 

The Act referred to in section 252(b) provides thnt income tax 
lnws then or tlicrcafter in force in die Unitod States shall apply to 
the Virgin Islnnds, but thnt tlie taxes shnll be paid into the treasury 
of the Virgin Islnnds. Accordingly, persons are taxed there under 
the income tax provisions of the Internnl Revenue Code.* 

ClIlNA TRADE ACT CORPORATIONS 

SEC. 261. TAXATION IN GENERAL. 
(a) Imposition of tax.- 
A corporation orgniiized nuder the Cliina Trade Act, 1922, 42 Stat. 

849 (U. S. C., Title 15, c. 4),  slinll be 1:isiibie as provided in section 
14 ( a ) .  

(b) Crosi reference.- 
For inellision in comgutntion of tar of amouut slJecificd in share- 

holder’s consent, see section 2s. 

Sec. 19.252-1 
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