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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 shall be
relieved from the neces51ty 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 § percent. In addition to such return or
returns, the fiduciary shall make a return on Form 1041 for the estate
or trust, irrespective of the number of beneficiaries.*

Skc. 19.142-6. Time for filing return upon death, or termination of
trust—A fter his appointment and qualification, an executor or
administrator may immediately file a return for the decedent without
waiting for the close of the taxable 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 was 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 circumstances does not relieve the taxpayer from liability
for any additional tax found to be due upon income of the taxable
year. (See sections 57 and 272.)

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 address.of
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 i income properly paid
or credited by the ancillary representative to any legatee, heir, or
other beneficiary. If the ancillary representative for the estate of a
nonresident alien is a citizen or resident of the United States, and the
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domiciliary representative is a nonresident alien, such ancillary repre-
gentative is required to render the return otherwise required of the
domiciliary representative.*

SEC. 143. WITHHOLDING OF TAX AT SOURCE,
(a) Tax-free covenant bonds.—

(1) REQUIREMENT OF WITHHOLDING.—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 lm'posed by this chapter upon the obligee, or to relmburse 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 obligor. shall deduct and withhold a tax
equal to 2 per centum of the interest upon such bonds, mortgages,
deeds of trust, or other obligations, whether such interest is pay-
able annually or at shorter or lomger perlods, if payable to an
individual, *a pai'tnérship, or a foreign corporation not engaged
in trade or business within the United States and not having-any
office or place of business therein: Provided, That if the liability
assumed by the obligor does not exceed 2 per centum of the interest,
then the deduction and withholding shall be at the following rates:
(A) 10 per centum in the case of a nonresident allen individual
(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,
a8 may be provided by treaty- with such country), or of any part-
nership not engaged in trade or business within the United States
and not having any office or place of business therein and composed
in whole or in part of nonresident aliens, (B) in the case of such
a forelgn corporation, 15 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 lability
assumed by the obligor does not exceed 2 per centum of the interest,
then at the rate of 10 per centum.

(2) BENEFIT OF CREDITS AGAINST NET INCOME—Such deduction
and withholding shall not be required in the case of a citizen or
resident entitled to receive such interest, if he files with the with-
holding agent on or before February 1 a signed notice in writing
claiming the benefit of the credits provided in section 25(b) ; nor

_in the case of a nonresident alien individual if so provided for in
regulations prescribed by the Commissioner under section 215,

(3) INCOME OF OBLIGOR AND OBLIGEE.—The obligor shall not be
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 aliens.—All persons, in whatever capacity acting,
including lessees or mortgagors of real or personal property, fiduciaries,

Sec. 19.142-6
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employers, and all officers and employees of the United States, hav-
ing the control, receipt, custody, disposal, or payment of Interest
(except Intercst 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 perlodical .galns:
profits, and income (but only to the extent that any of the above items
constitutes gross income from sources within the United Stlites) of
any nonresident alien individual, or of any partnership not enga'ged
In trade or business within the United States and not having any
office or place of business therein and composed 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 Commissioner 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
& countlguous country, to such rate (not less than 5 per centum) as
may be provided by treaty with such country: Provided, That no
such deduction or withholding shall be required in the ca'se of divi-
dends paid by a foreign corporation unless (1) such carporation 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 'endlng
with the close of its taxable year preceding the declaration of such
dividends (or for such part of sich period as the corporation has
been in existence) was derived from sources within the United States
as determined under the provisions of section 119: Provided further'
That the Commissioner may authorize :such tax to be deducted and'
withheld from the interest upon any seéurities the owners of which
are not known to the withholding agent. Under regulations pre-
scribed by the Commissioner, with the approval 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.

(6) Return and payment.—Every person required to deduct and with-
hold any tax.under this section shall make return thereof on or
before March 15 of each year and shall on or before June 15, in lien
of the time prescribed in section 58, pay the tax to the ot;iélal of
the United States Government authorized to recelve fit. Every such
person is hercby made Hable for such tax and is hereby’ indemnified
against the claims and demands of any person for the amount of
any payments made in accordance with the provisions of this section

(d). Income of recipient.—Income upon which nn& tax, Is required tc;
be withheld at the source under this section shall be included in
the return of the recipient of such income, but any amount of tax
so withheld shall be credited against the amount of income taxvas
computed in such return. ’ .

(e) Tax paid by recipient.—If any tax required under this section to
be deducted and withheld is pald by the recipient of the income,
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it shall not be re-collected from the withholding agent; nor in cases
in which the tax i{s so paid shall any penalty be imposed upon or
collected from the recipient of the income or the withholding agent
for failure to return or pay the same, unless such failure was fraudu-
lent and for the purpose of evading payment.

(f) Refunds .and credits—Where there has been an overpayment of
tax under this section any refund or credit made under the provisions
of section 822 shall be made to the withholding agent unless the
amount of such tax was actually withheld by the withholding agent.

(g) Cross reference.—
For definition of “withholding agent”, see section 8797(a) (16).

Skc. 19.143-1. Withholding tax &t source.— (a) Withholding in gen-

" eral—Withholding of a tax of 10 percent is required in the case of

fixed 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
1,1934 (but see paragraph (?) 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 3-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 may be provided by treaty with such country.
Under the regulations prescribed pursuant to the tax convention
between the United States and Canada, the rate of tax to be with-
held at the source has been reduced to. 5 percent in the case of resi-
dents of Canada. (See paragraph 106 of the Appendix to these regu-
lations.) »

The tax 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 is\not taxable. Appropriate adjust-
ments, if any, will be made upon the filing of claims for refund.

The tax need not be withheld on accrued interest paid in connection
with the sale of bonds between interest dates.

A tax of 10 percent must be withheld ¥rom 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 the 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 the 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 required to file notice of such appointment with the Com-
missioner of Internal Revenue, Sorting Section, Washington, D. C,,
gwmg 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 as 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 ahen 1nd1v1duals, see sections 19.211-2
and 19.3797-8. For classification of foreign corporations, see sec-
tions 19.231-2 and 19.3797-8. As to what partnerships are deemed
to be nonresident partnersh}ps see section 19.3797-8, :

For withholding in the case of dividends distributed by a cor-
poration organized under the China Trade Act, 1922, sce sections
19.143-3 and 19.2624.

Sec. 19.143-1
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(b) Ta-free covenant bonds issued before January 1, 1934 —The
withholding provisions of section 143(a) (1) are apphcable 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 the 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 purchaser. If a broker
or other person purchases the obhgatlon 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 a
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, “Tssued on or after J anuury 1, 1934,” on each such
obligation or in a statement accompanying the delivery of such
obligation.

In cases where on or after January 1, 1934, the maturity date
of bonds or other obligations of a corporation is extended, the bonds
or other obligations shall be 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 ﬁducxary or a partnership, whether
remdent or nonresident, w1thhold1ng of a tax of 2 percent is re-
quired, except that if the liability assumed by the obligor in con-
nection with such a covenant does not exceed 2 percent of the in-
terest, withholding is required at the rate of 10 percent in the case
of a nonres1dent 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 covenant, and 1ssued before January 1.
1934, are apphcable to interest on such obligations issued by a
domestvic 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

Sec. 19.143-1
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from sources within the United States under section 119(a) (1) (B)
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. If 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 contaming 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 bondholdey. 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 covenant bond interest in-
cluded in the income of an estate or trust and taxable to the bene-
ficiaries thereof (including the grantor of a trust subject to section
166 or 167) is allowable, pro rata, as a credit againsts (1) ‘the tax
required to be withheld by the fiduciary from the income of nonresi-
dent alien beneficiaries and (2) the total tax computed in the returns
of the beneficiaries required to make returns. In the case, however,
of corporate bonds or other obligations containing an appropriate
tax-free covenant, the corporation paying for someone else, pursuant
to its agreement, a State tax or any tax other than a Federal tax may
deduct such payment as interest paid on indebtedness.*

Sec. 19.143-1
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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
w1th1101d1ng The Internal Revenue Code specifically includes in
such income, interest, dividends, rent, salaries, wages, premiums, an- -
nuities, oompensatlons, remuneratlons and emoluments. But other

kinds of income are included, as, for 1nstance, 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 pald 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 at 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 1is 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 income.*

Sec. 19.143-3. Exemption from thhholdmg —Withholding from
interest on bonds or other obligations of corporations issued prior to
January 1, 1954, containing a tax-free covenant shall not be required
in the case of a citizen or resident if he files with the withholding
agent when presenting interest coupons for payment, or not later
than February 1 of the followmg year, an ownership certificate on
Form 1000 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
w1thholdmg agents, who shall forward such certificates to the Com-
missioner of Internal Revenue, Sorting Sectlon, Washingten, D. C.,
with a letter of transmittal.

The income of domestic corporatlons and of resident forelgn cor-
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 Umbed States under

section 119 and are distributed to—

(1) A nonresident alien other than a resident of Chma 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 services 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 Canada
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-
ary 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

(8) - 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 in France. The letter from such corporation shall
contain the address of its office 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, see the tax convention between the United

Sec. 19.143-3
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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
imposed 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
and 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 therefor with the withholding agent.*

Skc. 19.143-4. 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.

In 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 were presented for collection.

In all cases where the owner of bonds, mortgages, or deeds of trust,
or other similar obligations of a corporation is a nonresident alien, a
nonresident partnership composed in whole or in part 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 covenant. However, 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 payments on such bonds,
mortgages, or deeds of trust, or other similar obligations of a domestic
or resident foreign corporation qualifying under section 119(a) (1)

AT

(B), or of a nonresident foreign corporation.

184503°—40——29
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The ownership certificate shall show the name and address of tl{e
debtor corporation, the name and address of the owner f’f the 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 pre§ented for payment.

Ownership certificates need not be filed in the case of. interest pay-
ments on obligations of a State, Territory, or any pohtxcnl subdivi-
sion thereof, or the District of Columbia; or obligations of. a corpo-
ration organized under Act of Congress, if sqch corporation is an
instrumentality of the United States; or the obligations of the '!Jmted
States or its possessions. (See section 22(b) (.4).) .Ow(nershlp cer-
tificates are not required to be filed in connection with interest pay-
ments on bonds, mortgages, or deeds of trust, or other s1m11?.r
obligations .issued by an individual or a pm.'tnershlp. pwnershlp
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 corporate bonds are received
unaccompanied by ownership certificates, unless the owner of the
bonds is known to the first bank to which the coupons are presented
for payment, and the bank is satisfied th‘at the owner is a person w}mo
is not required to file an ownership certificate, the bank shall require
of the payee a statement showing the name and address of the person
from whom the coupons were received by the payee, and alleging that
the owner of the bonds is unknown to the payee. Such statement
shall be forwarded to the Commissioner with the monthly return on
Form 1012. The bank shall also require the payee t9 prepare a cer-
' tificate on Form 1001, crossing out “owner” and inserting “payee” npd
entering the amount of the interest on line 3, and s}}ztll stamp or write
across the face of the certificate “Statement furnished,” adding the
name of the bank. . ) o

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

Sec. 19.143-5. Form of certificate for citizens or residents.—For the .

of section 19.1434, Form 1000 shall be used in. preparing
g:v;peor:;ﬁp certificates of citizens or residents ?f the United S't,at,es
(individual or fiduciary), resident pnrtne_rshlp.s,. and nonrczmdent
partnerships all of the members of which. are citizens or residents.
If the obligations are issued by a non.remdent foreign corporation
having a fiscal or paying agent in the United States, Form 1000 should
be modified to show the name and address of the fiscal agent or the

paying agent in addition to the name and address of the debtor:

corporation.*
Sec. 19.143-5
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Skc. 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, (¢) of nonresident foreign
corporations, and (d) where the owner is unknown.*

Skc. 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 the 20th day of the month following that for which the
return is made. The 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 with.
holding agent is located. Every United States withholding agent
shall make and file with the collector, in duplicate, an information
return on Form 1042B, for the 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 § percent
was withheld from Canadian addressees. There shall be reported on
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. In 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 dividends should
be reported.

Sec. 19.143-7
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In every case the tax withheld must be paid to the collectc')r’ on or
before June 15 of the following year. For penalties and additions to
the tax attaching upon failure to make such returns or such payments,

sections 145 and 291. )
see};?zt;gegwr corporation has designated a person to act for it as
withholding agent, and such person has not withheld any tax from
the income nor received any funds from the debt,or corporation to
pay the tax which the debtor corporation assumed in conpectlon 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 w1thh¢?ld
from bondholders, the debtor corporation is not dlsch.arged of its
liability under section 143(a)(1), si_n.ce the withholding agent is
merely the agent of the debtor corporation. ) _

In any case where income is payable in any medium other t_han
money, the withholding agent shall not release the property so recelvgd
until it has been placed in funds sufficient to enable it to pay over n:
money the tax required to be withheld with respect to s.uc}} income.

Sko. 19.143-8. Ownership certificates in the case of fiduciaries and joint
owners.—If fiduciaries have the control and custody of more than one
estate or trust, and such estates and trusts have as assets 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

wners.* - »

o St::. (;9.143—9. Return of income from which tax was wi'thheld.——-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 dec_luct19n for s.uch 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, ?xowaver, section
19.142-5.) If the tax is paid by the recipient of the income or by the
withholding agent it shall not be re-collecbefl 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 fraud or purpose to evade pavment is involved.

Sec. 19.143-9
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Tax withheld at the source upon fixed or determinable annual or
periodical income paid to nonresident alien fiduciaries is deemed to
have been paid by the persons ultimately liable for the tax upon such
income. Accordingly, if a person is subject to the taxes imposed 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 income so taxed to such person shall
be credited agninst the amount of the income tax computed upon his
return, and any excess shall be credited against any income, war-
profits, or excess-profits tax, or installment thereof, then due from
such person, and any balance shall be refunded.*

SEC.144. PAYMENT OF CORPORATION INCOME TAX AT
SOURCE. '

In the case of foreign corporations subject to taxation under this
chapter not engaged in trade or business within the United States and
not having any office or place of business therein, there shall be deducted
and withheld at the source in the same manner and upon the same items
of income as is provided in section 143 a tax equal to 15 per centum
thereof, except that in the case of dividends the rate shali 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
dividends shall 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
returncd and pafd {n the same manner and ‘subject to the same condi-
tions as provided in that section: Provided, That in the case of interest
described in subsection (a) of that section (relating to tax-free covenant
bonds) the deduction and withholding shall be at the rate specified in
such subsection. .

Skc. 19.144-1. Withholding in the case of nonresident foreign corpora-
tions.—A tax of 15 percent is required to be withheld in the case of
fixed or determinable annual or periodical income paid to a non-
resident foreign corporation except (1) income from sources without
the United States, including interest on deposits with persons carry-
ing on the banking business paid to such corporation, (2) interest
upon bonds or other obligations of a corporation containing a tax-
free covenant and issued before January 1, 1934, where the liability
assumed by the obligor exceeds 2 percent of the interest, and (3)
dividends.

Withholding of a tax at the rate of 2 percent is required in the
case of interest paid to a nonresident foreign corporation, upon bonds
or other obligations of a corporation issued prior to J anuary 1, 1934,
and containing a tax-free covenant, if the liability assumed by the
obligor exceeds 2 percent of the interest and the interest is treated
as income from sources within the United States,

Sec. 19.144-1 g%



larry
Highlight

larry
Highlight


it bl .o O il

g8

428

(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 b.on.d to be executed by a surety or sureties approved by the
Qommmsmner. In lieu of such a surety bond, the taxpayer may fur-
m'sh'as security a penal bond (Form 1133), approved by the Com-
missioner, secured by deposit of bonds or notes of the United States
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:

(Internal Revenue Agent in Charge.)

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 &s an acceptable surety on Federal bonds. If the surety
on the bond is an individual or individuals such bond shall 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) Payments of $1,000 or more.—All persons, In whatever capacity
acting, including lessees or mortgagors of real or personal property,
fiduciaries, and employers, making payment to another person, of inter-
est, rent, salaries, wages, premiums, annuities, compensations, re-
munerations, emoluments, or other fixed or determinable gains, profits,
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 payments
made by the United States, the officers or employees of the United
States having information as to such payments and required to make
returns in regard thereto by the regulations hereinafter provided for,
shall render a true and accurate return to the Commissioner, under
such regulations and in such form and manner and to such extent as
may be prescribed by him with the approval of the Secretary, setting
forth the amount of such gains, profits, and income, and the name and
address of the recipient of such puyment.

Sec. 19.146-1
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(b) Returns regardiess 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) Recipient to furnish name and address.—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.
(4) Obligations of United States.—The provisions of this section shall
not apply to the payment of interest on obligations _ot the United

States.

.Sgo. 19.147-1. Return of information as to payments of $1,000.—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 Commissioner for such year on or before February 15
of the following year, except as specified in sections 19.147-3 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. If 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 re-
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 paid when it is credited or set apart to the taxpayer
without any substantial limitation or restriction as to the time or

Sec. 19.147-1
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" manner of payment or condition upon which payment is to be made,
and which is made available to him so that it may be drawn at any
time, and its receipt brought within his own control and disposition.*

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 branch 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 filed by the main office. Amounts
distributed or made available under an employees trust governed by
the provisions of section 165 to any 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. (%e also section 19.22(a)-3.)

In the case of payments made by the United States to persons in its
service (civil, military, or naval) of wages, salaries, or compensation
in any other form, the reiurns of information shall be made by the
heads of the executive departmonts and other United States Govern-
ment:establishments.*

Sec. 19.147-3. Cascs where no return of mformatlon required.—Pay-
ments of the following character, although over $1,000, need not be
reported in returns of information on Form 1099:

{(a) Payments of interest on obligations of the United States;

(5) Payments by a broker to his customers;

(c) Payments of any type made to corporations;

(d) Bills pa‘id for merchandise, telegrams, telephone, freight, stor-
age, and simiiar charges;

(e) Payments of rent made to real estate 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 countrles
or payments representing earned income for services rendered with-
out the United States made to nonres1dent citizens entitled to the
benefits of section 116 (a);

(g) Salaries and profits pmd or dlstrlbuted by a pzu'tnershlp to

.the individual partners;
(2) Payments of salaries, or other compensation for personal serv-

ices aggregating less than $2,500 made to s married mdlvxdual (citi-

zen or resident) ;

Ser, 19.147-2
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(¢) 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;

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

(%) 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 as
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
u return of information on Form 1099 with respect to payments
of salaries or other compensation for personal services.*

SEc, 19.147-4, Return of information as to interest on corporate bonds.—
In the case of payments of interest, regardless of amount, upon bonds
and similar obligations of ‘corporations, the ownership certificates,
when duly filed, shall constitute and be treated as returns of informa-
tion. - (See section 19.143-5.)*

Skc. 19.147-5. Return of information as to payments to other then citi-
zens or residents—In the case of payments of fixed or determinable
annual or periodical income to nonresident’ aliens (individual or
fiduciary), to nonresident partnerships composed in whole or in part
of nonresident aliens, or to nonresident foreign corporations (see
section 19.3797-8), the returns filed by withholding agents on Form
1042 shall constitute and be treated as returns of information. (See
sections 143 and 144.)*

SEec. 19.147-6. Foreign items.—The term “foreign items,”’ as used in
these: regulations, means 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 fiduciary). or a partnership any mem-
ber of which is a citizen or resident, and if the amount of the foreign
items paid in any taxable vear to an individual, a partnership, or
a fiduciary is $1,000 or more. Such forms accompanied by Forn/
1096 should be forwarded to the Commissioner of Internal Revenue,

Sec. 19.147-7
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Returns Distribution Section, Washington, D. C., on or before Febru-
ary 15 of each year. The term “collection” includes the following: (a)
The payment by the licensee of the foreign item in cash; () the credit-
. ing by the licensee of the account of the person presenting the foreign
item; (¢) 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. (See sections 19.147-1 and 19.147-3.)®

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
or 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 section 19.143-1.)*

'SEC.148. INFORMATION BY CORPORATIONS.

(a) Dividend payments.—Every corporation shall, when required by
the Commissioner, render a correct return, duly verified under oath,
of its payments of dividends, stating the name and address of each
shareholder, the number of shares owned by him, and the amount of
dividends paid to him.

(b) Profits declared as dividends.—Every corporation shall, when re-
quired by the Commissioner, furnish him a statement of such facts
as will enable him to determine the portion of the earnings or profits
of the corporation (including gains, profits, and income not taxed)
accumulated during such periods as the Commissioner may specify,
which have been distributed or ordered to be distributed, respectively,
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to its shareholders during such taxable years as the Commissioner may
specify. .

(6) Accumulated earnings and profits.—When requested by the Com-
missioner, or any collector, every corporation shall forward to him
a correct statement of accumulated earnings and profits and the names
and addresses of the individuals or sharcholders who would be entitled
to the same if divided or distributed, and of the amounts that would
be payable to each. ' .

(d) Contemplated dissolution or liquidation.—Every corporation shall,
within thirty days after the adoption by the corporation of a resolu-
tion or plan for the dissolution of the corporation or for the liguidation
of the whole or any part of its capital stock, render a correct return
to the Commissioner, verified under oath, setting forth the terms of
such resolution or pian and such other information as the Commis-
sioner shall, with the approval of the Secretary, by regulations
prescribe.

(e) Distributions in liguidation.—Every corporation shall, when re-
quired by the Commissioner, render a correct return, duly verified
under oath, of its distributions in liquidation, stating the name and -
address of each shareholder, the number and class of shares owned
by him, and the amount pald to him or, if the distribution is in prop-
erty other than money, the fair market value (as of the date the dis-
tribution is made) of the property distributed to him,

(1) Compensation of officers and employees.—Under regulations pre-
scribed by the Commissioner with the approval of the Secretary,
every corporation subject to taxation under this chapter shall, in its
return, submit a list of the names of all officers and employees of such
corporation and the respective amounts pald to them during the taxable

. year of the corporation by the corporation as salary, commission,
bonus, or other compensation for personal services remdered, if the
aggregate amount so pald to the individual is in excess of $75,000.

The Secretary shall compile from the returns made a list containing
the names of, and the amounts paid to, each such officer and employee
and the name of the paying corporation, and shall make such list
available to the public.

SEC. 407. SALE OF INFORMATION DERIVED FROM INCOME TAX
RETURNS. (REVENUE ACT OF 1939.) :

‘Seétion 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 sale, or circulate, for any consideration
whatsoever, any copy or reproduction of any list, or part thereof,
authorized to be made public by this Act or by any prior Act relating
to the publication of Information derived from income-tax returns;
and any offense against the foregoing provision shall be a misdemeanor
and be punished by a flne not exceeding $1,000 or by imprisonment
not exceeding one year, or both, at the discretion of the court: Pro-
vided, That nothing in this sentence shall be construed to be applicable
with respect to any newspaper, or other periodical publication, entitled
to admission to the mails as second-class mail matter.” )

Sec. 19.148-1. Return of information as to payments of dividends.—
Section 148 provides that every corporation shall, when required by

Sec. 19.148-1
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SEC. 211. NET OPERATING LOSSES. (REVENUE ACT OF 1939.)

* L] L] = * * [

(e) Allowance of deduction to insurance companies.—
AN . L] * * . [ ]

(2) The Internal Reirgnue Code is amended by inserting after section
207 the following: '
“SEC.208. NET OPERATING LOSSES. R

“The benefit of the deduction for net operating losses allowed by
scction 23(s) shall be allowed to insurance companies subject to the
taxes imposed in this supplcment under regulations prescribed by the

Commissioner with the approval of the Secretary.”
L [ ] * * L] L] L]

' B

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(s), 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:

(@) 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-
come” shall mean gross income as defined in section 202(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
sums held as a reserve for dividends shall not be allowed.

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) Insurance companies gther than life or mutual.—In computing
a net operatmo loss or net income for the purposes of section 122 in
the case of an insurance company sub]ect to the tax lmposed 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
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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 shall not exceed the amount
which would be allowable if computed without reference to
discovery value or to percentage depletion under section 114(b)
@), (3), or (4);

(3) No ndt 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 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.

(¢) Mutual insurance companies other than lzfe.—-—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 28, 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 section 122(c).*

NONRESIDENT ALIEN INDIVIDUALS

SEC. 211. TAX ON NONRESIDENT ALIEN INDIVIDUALS.

(a) No United Btates business or office.—
(1) GENERAL RULE—

(A) IuposrTION OF TAX—There shall be levied, collected, and
paid for each taxable year, in lieu of the tax imposed by sec-
tions 11 and 12, upon the amount received, by every nonresi-
dent alien individual not engaged in trade or business within
the United States and not having an office or place of business
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,
annuities, compensations, remunerations, emoluments, or other
fised or determinable annual or periodical gains, profits, and

Sec. 19.208-1
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income, a tax of 10 per centum of such'nmount, except that
such rate shall be reduced, in the case of a resident of a con-
tiguous country, te such rate (not less than § per centum)

a8 may be provided by treaty with such country.

(B) Cross REFERENCE.—
For inclusion in computation of tax of amount specified
in shareholder’s consent, see section 28.

(2) AGGREGATE MORE THAN $21,600.—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 .

gpecifled s more than $21,600.
(3) RESIDENTS OF CONTIGUOUS COUNTRIES.—Despite the provisions
of 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 501(a) of the
Revenue Act of 1937, 60 Stat. 830, was reduced.

(b) United States business or office~—A nonresident alien Individual
engaged in trade or business in the United States or having an office
or place of business therein shall be taxable without regard 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 allen individual temporarily present in the United
States for a period or periods 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 transactions in the United States in stocks, secu-
rities, or commodities through a. resident broker, commission agent,
or custodian.

(¢) No United States business or office and gross income of more than
$21,600.—A nonresident alien individual not engaged 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 than
$21,600 from the sources specified in subsection (a) (1), shall be tax-
able without regard to the provisions of subsection (a) (1), except
that— :
(1) The gross income shall include only income from the sources
specified in subsection (a)(1);

(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 allocable to the gross income
from the sources specified in subsection (2){(1);

(8) The aggregate of the normal and surtax under sections
11 and 12 shall, in no case, be less than 10 per centum of the
gross income from the sources specified in subscetion (a)(1); and
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(4) This subsection shall not apply to & resident of & _contlguous
country so long as there is in effect a treaty with such country
(ratified prior to. August 26, 1937) under which the rate of tax
under section 211(a) of the Revenue Act of 1936, prior to its v
amendment by section 501(a) of the Revenue Act of 1937, was
reduced. )

Sec. 19.211-1. Taxation of -aliens in general.—For the purposes of
shapter 1 alien individuals are divided generally into two classes,
1amely, 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
sources 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.*

Sko. 19.211-2. Definition.—A -“nonresident alien individual” means
an individual—

(a) Whose residence is not within the United States; and

(%) Who is not a citizen of the United States.

The 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-intentions with regard to the length and nature of his stay. A
mere floating intention, indefinite as to time, to return to another
country is not sufficient to constitute him a transient. If he lives i
the United States and has no definite intention as 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 ef 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 resi-
dent, though it may be his intention at all times to return to his
domicile 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
resident of the United States within the meaning of this section, in
the absence of exceptional circumstances.*

Seo. 19.211-3. 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 nonresxdence 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 trade, but the
mere fact that a sailor makes his home on a vessel flying the United
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States flag and engaged in foreign trade 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 seaman may
acquire an actual residence in the United States 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 place where his residence
is established. An alien seaman may acquire such a residence at a
sailors’ boarding house or hotel, but such a claim should be carefully
scrutinized in order to make sure that such residence is bona 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 papers taken out, unless rebutted by other evidence show-
ing an intention to be a transient. The fact that a head tax has been
‘'paid on behalf of an alien seaman entering the United States is no
evidence that he has acquired residence, because the head tax is pay-
able unless the alien who is entering the country is.merely in transit
through the country.*

Sec. 19.211-4. Proof of residence of alien~The following rules of
evidence shall govern in determining whether or not an alien within
the United States has acquired residence therein within the meaning
of chapter 1. An alien, by reason of his alienage, is presumed to be
a nonresident alien. Such presumption may be overcome—

(1) In 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, at least six months prior to the date he so pre-
sents himself, has filed a declaration of his intention to become a citi-

zen of the United States under the naturalization laws, () proof-

that the alien, at least six months prior to the date he so presents him-
self, has filed Form 1078 or its equivalent, or (¢) proof of acts and
statements of the alien showing a definite intention to acquire resi-
dence in the United States or showing that his stay in the United
Stutes has been of such an extended nature as to constitute him a
resident; - - Cra AT LR -

(2)- In other cases by (a) proof that the alien has filed a declara-
tion of his intention to become a citizen of the United States under
the naturalization laws, (5) proof that the alien has filed Form 1078
or its equivalent, or (¢) 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 an alien sceks to overcome the presumption
of nonresidence under (1) (¢) or (2) (¢), if the internnl-revenue officer
who examines the alien is in doubt as to the facts, such officer

See.19.211-4
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may, to ‘assist him in determining the facts, require an affidavit 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 alien at least six months prior to the date
of execution of the affidavit or affidavits.*

Skc. 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 abandons the same 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 taxable as 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 prepared to prove the
status of the 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 at 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 classes:

(1) nonresident alien individuals not engaged in trade or business
within the United States and not having an office or place of business-
therein at any time during the taxable year, and deriving in the tax-
able year not more than $21,600 gross amount of fixed or determinable
annual or periodical income from sources within the United States;
(2) nonresident alien individuals not engaged in trade or business
within the United States and not having an office or place of business
therein at any time during the taxable year and deriving in the taz-
able year more than $21,600 gross amount of fixed or determinable
annual or periodical income from sources within the United States;
and (3) nonresident alien individuals who at any time during the
taxable year are engaged in trade or business in the United States
or have an office or place of business thercin, '

Sece. 19.211-7
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(a) No United States business or office—@eneral rule—A mnon-
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 déterminable 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 19.143-2. The items of fixed or
determinable annual or periodical income from sources 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 income received on or after January 1, 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 sources
within the United States of a nonresident alien individual not en-
gaged in trade or business within the United States and not having
an office 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 & percent in the case of & nonresident alien individual who is a
resident of Canada. (See paragraph 106 of the Appendix to these
regulations.)

() No United States business or office—Aggregate more than
$21,600—A nonresident alien individual within class (2), referred to
Sec. 19.211-7
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in the first paragraph of this section, is, unfler the provisions qf sec-
tion 211(c), subject to tax only upon his fixed or det;ermm.able
annual or periodical income specified in sgction 211(a) deterrm'ned
under the provisions of section 119, minus (1) the dedu?tlons
properly allocable to such income 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 ullow.uble
to an individual by section 25, subject to the limitations prov1.ded
in section 214. However, the tax thus computed under sections
11 and 12 shall in no such case be less than 10 percent of the
gross amount of such fixed or determinable annual or periOflica.l in-
come from sources within the United States. Nonresident al.le'n 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 section relating to such ahgns. o

(¢) United States business or office—A mnonresident alien- in-
dividual within class (3), referred to in the first paragraph of this
section, is not taxable at 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) lg,ss the ?_redxts
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 pel:sonalk
services for & nonresident alien individual, foreign partnership, or
foreign 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 aggregate $3,000. Such phrase does
not include the effecting of transactions in the United States in stocks,
securities, or commodities (including hedging transactions) through
a resident broker, commission agent, 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 particnlar case.

Sec. 19.211-7
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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 beneﬁcmry nor the grantor of a trust whether revoca-
ble or irrevocable, is deemed to be engaged in trade or business in
the United States or to have an office or place of business thereln,
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 nonresident alien individual gross
Income includes only the gross income from sources wlthin the United
States.

(b) Ships under foreign flag.—The income of a nonresident alien indi-
vidual which consists exclusively of earnings derived from the opera-
tion of a ship or ships documented under the laws of a foreign
country which grants an equivalent exemption to citizens of the United
States and to corporations organized in the United States shall not be
included in gross income and shall be exempt from taxation under
this chapter.

Skc. 19.212-1. Gross income of nonresident alien individuals.—In gen-
eral, in the case of nonresident alien individuals “gross income” means
only the gross income from sources 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 Umted 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 taxable although such person may become 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 lts receipt ‘and
prior to the close of the taxable year.

(a) No United ;S’ta'tea business or office—The gross income of 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 during the taxable year, whether such alien comes within
section 211(a) or section 211(c), is gross income from sources within
the United States consisting of fixed or determinable annual or
periodical income. His taxable income does not include profits de-
rived from the effecting of transactions in the United States in stocks,
- securities, or commodities (mcludmg hedging transactions) through
a resident broker, commission agent, or custodian, or profits derived

Sec. 19.212-1
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from the sale within the United States of personal property or real
property located therein.

(b) United States business or office—The 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).)

In general, any nonresident alien individual who performs per-
sonal services within the United States is considered 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 normal 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 trude
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 during the taxable year
and whose compensation for such services does not exceed in the
aggregate $3,000. Such compensation 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 governments 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 as 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 include in gross income capital gains,
gains from hedging transactions, and profits derived from the sale

Sec. 19.212-1
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tributions provided in section 23(0).are also applicable in the case of
such citizens. Corporations entitled to the 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 whetheér or not connected 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 determmed as provxded in
section 119.*

Sec. 19.251-6. Allowance of deductions and credits to citizens and
domestic corporations entitled to the benefits of section 251.—Unless a
citizen of the United States or a domestic corporation entitléd to the
benefits of section 251 shall file or cause to be filed with the collector
a 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 1.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 return 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 United 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 conditiens 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 construcd to alter or amend
the provisicns of the Act entitled “An Act making appropriations for
the navnl service for the fiscal year ending June 30, 1922, and for other
purposes”, approved July 12, 1921, c. 44, 42 Stat. 123 (U. 8. C., Title
48, § 1397), relating to the imposition of income taxes in the Vlrgln
Islands of the United States.

Skc. 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

Sec. 19.252-1
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only the States, the Territories of Alaska and Hawalii, and the Dis-
trict of Columbia, is treated for the purpose of the tax as if he were
a 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
ag 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 at any time within the taxable year are engaged in trade
or business 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 alien 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 the provisions of such
sections applicable to nonresident alien individuals who at any time
within the taxable year are engaged in trade or business within the
United States or have an oﬂice or place of business therein are
applicable to citizens of possessions falling within the second class.

The Act referred to in section 252(b) provides that income tax
laws then or thereafter in force in the United States shall apply to
the Virgin Islands, but that the taxes shall be paid into the treasury
of the Virgin Islands. Accordingly, persons are taxed there under
the income tax provisions of the Internal Revenue Code.*

CHINA TRADE ACT CORPORATIONS

SEC.261. TAXATION IN GENERAL.

(a) Imposition of tax.—

A corporation organized under the China Trade Act, 1922, 42 Stat.
849 (U. 8. C, Title 15, c. 4), shall be taxable as provided in section
14 (d).

(b) Cross reference.~

. For inclusion in computation of tax of amount specified in share-
holder’s consent, sce section 28.

Sec. 19.252-1
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