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240 INCONE TAX REGULATIONS 

proceedings, are iiot required to render returlis of income. In  gea- 
eral, statutory receivers and common law receivers of all the property 
or business of an individual or corporation must make returns. (See 
also sections 147 and 148 (a)  and articles 81 11881.) 

Am. 745. Betarn for nonresident alien bene&ciq.-JVhere a citizen 
or residelit fiduciary has the distribution of the income of a trust any 
beneficiary of which is a nonresident alien, the fiduciary shall molw 
a return on Form 1040 B for such nonresident ulien and pay any tax 
shown thereon to be due. Unless such returr). is a truo nnd accurate 
return of the nonresident alien beneficiary’s income from all source9 
within the United States, the benefits of the credits and deductions 
to which the beneficiary is entitled can not be obtuined in the 
return filed by the fiduciary. If the 
beneficiary appoints R person in the United States to act as his 
agent for the purpose of rendering income tax returns, ‘the fiduci- 
ary shall be relieved from the necessity of filing Form 1040 B in 
behalf of the beneficiary and from paying the tas. In such a case 
the fiduciary shall mulco a return on Form 1041 and attach thereto 
a copy of the notico of appointment. If tlie sole beneficiary of an 
estate or trust is a nonresident alien and Form 1040 11 is tiled by 
the fiduciary, the filing of Forni 1041 will not be required. If tliere 
are two or more nonresident alien beneficiaries, the tiducinry shull 
render a return on Form 1041 and also a return on Form 1040 B for 
each nonresident alien beneficiary. 

Am. 716. Time for filing return upon death, or termination of trnnt.- 
After his appointment and qualification, nn executor or adminis- 
trator niay immediutely file a return for tlie decedent without wait- 
ing for tlie close of thc taxable year. Upon the completiori of the 
administration of a n  estate and final accounting, an executor or 
administrator niuy inmediately file a return of inconie of tho estate 
for the tuxable year in whicli the adiniiiistratioli was closed. 
Similarly, upon tlie termination of a trust, the trustee rnny immedi- 
ately mako a return without waiting for the close of flie taxable year. 
Any income return required to be filed for a decedent, or for tlie year 
in which an estate is closed or IL trust terminated, is due on tho 
16th day of the third inontlt following the close of the taxable 
year during which the decedent dies, tlie estate is closed, or tho 
trust is terminated, which date shall also be tlie due date for payment 
of the t n s  or the first installment thereof if payment is made under 
the provisions of section l iG (b). The payment of. the tax before the 
.end of the taxable yeur in sucli circunistnnces does not rolieve tlie 
toxpayer from liability for any additional tas found to be due upon 
income of the taxable year. 

(See sections 215 and 251.) 

(See furtlier article 1081.) 

(See sections 57 and 272.) 

Art. 746 Q 142 

241 
The domiciliary representative is required to include in the return 

rendered by liini 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 b 
filed with the collector for his district nnd shall show the namo 
and address of tlie ~Joriiciliary representative, the amount of gross 
income received by the nncillinry representative, nnd tlie decltictions 
to be claimed ngaiiist such inconie, including airy amotint of income 
properly paid or credited by the ancillary representative to any 
legatee, heir. or otlicr beneficiary. If the ancillary representative 
for the estate of a iionreuident alien is a citizen or resident of the 
United States, and the domiciliary rcpresentutive is a nonraident 
alien, such nncillarp representative is required to  render the return 
otherwise rcqiiired of tlie cloniiciliary representatire. 

SUPPLEMENTAL PBOVISIONS 

SBC. 143. WITHHOLDING OF TAX AT SOURCE. 
(a) Tax-free covenant bond#.- 

Art. 746 
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INCOME TAX REGULATION8 SUPPLEMENTAL PROVISIONS 243 

holdlng agent on or beforc Februrlry 1 a slgned notice In wrltlng 
cloimlug the bencflt of the credltn provldcd In sectlon !25 ( c )  and 
(d )  : nor in the cnw of a nonresident &lien indlvlduul if 80 
provided for in regulotlons prescribed by tile Commlssioner under 
section 215. 

(3) INCOXQ op OBLIUOP ARII t)nLiom-Thb obligor shall not be 
allowed n deductlon for tlie pnyiueiit of the tax 1mrIOsed by tllh 
tltle. or any other tax paid pursuant to “the tcix-free coveunnt 
clnuse. nor shall such tax lu inclntled In t lk  grow income of the 
ob’lgee. 

(b) Nonreildent aliens.-All persons, la  whitever capc l ty  nctIllU, 
lnclutling lessees or mortgagors of renl or perwnrl prolwrty. tidudorlos, 
employers. and all ofecer8 and employees of the Uiilted Statw, having 
the control. recvlpt, custody. cllsposnl. or pilylnplit of interest ‘(except 
interest on deposits wlth perRon8 carrying nu tlia bnuklag buslnese pald 
to  perrtons not encaged In bnslnesR I n  the Unlted Rtuteq nnd not Iinrlng 
a11 omce or place of brlNlnes8 tlierelu). rent. clalnrles. trngew. premlums, 
nnnnltles. compcn~tlonn. remunerntlous. emolomenta. or other flxed 
or tleterminable annu111 or perlodlcal galns. iirollts. nnd Inraole. of any 
nonreeldent alleu hdlviduai. or of ouy yortncrshlp not eiiyugetl lu 
trade or business wltliln tlie Uuitetl Stnti% ontl not Iltlrll!g nny omce 
or p’nce of bURlneRll tliercln and rtimposctl 111 whole or In part of non- 
resldent allene. (otlier thnn Incouie recdvcd aH tllridends 01 the C ~ I I R R  

allowed (LB a credit by ecctlon 25(n) ) sliull (except In tlie ciises pro- 
vided for in kiubsectlou f a )  of this sertlon ontl except rta otherwise 
provided In rcgulntlims preacrlbecl by the ComnilRsliiucr untler wrtloll 
215) deduct and wttlihold froin RUrh nnnunl or perlodlcnl gninR. proflts, 
and incomo n tox eqnnl to 6 per ccntun: thereof: Prouidc d; That the 
Commiaaloner may authorize such tax to be cletlucted and witlilicld 
fcoru the lnterest upon any securltics the owners of whlcli we not 
known to the wlthholding agent. 

(a) Betarn and payment.-LCvery persou requlrecl to deduct nun wlth- 
nold nny tns  undcr tills xwtlon fihnll innlre rcturn thereof on or beforc 
march 15 of eucll Sear und dial1 on or before June 15. 111 lleu of the 
n n e  prescribed in nerllon 66. poy the tnr to the offlclal of the Unltetl 
BtPteR Oovernrneiit nuthorized to recclve it. Every such person in 
Irereby mnde liable for RUrh tux und Is liereby ludeninitieil ngnlnst tlio 
cialms nod dcmr\nds of  uny person Por the amount of any payiucuts 
made In errordance wtth the Iirovlelons of ti118 sect‘on. 

(d) Income of reaipient.-Income upon which nny tax la required tu 
be wltliliebl at  tlie nourre iiutler thls scrtlon ehnll be lncludetl 111 the 
return nf the reclplent of such Iucomr. but any amount of tax no with- 
held shall be c-;edlted ngninat the aniount of Income tux ne computed 
In eurli return. 

(e) Tax paid by reoip1ent.-If any tax requ:red uiider this ‘sectloo to 
be deducwd nut1 wItIiIie4d 1s pold by the recipient of tlie Income, i t  
shall not IJP re-collcYtrd from the wlthl~oldlt~g ngent: nor In bses in 
which the tor  1s RO paid elinll any pennlty be imposed Ulmn or collected 
Cram the reciylent iif the Income or tlic wltlil~oldlng,ngeut for fnlluro tn 
return or pay the Rome. unless such failure wns friiutlulent nnd for the 
purpose of evading payment. 

I 

. 

(f)  Refinds and credlts.--\\’liere there 110s been an overpnynient of 
tiis uudcr tliis sertlon nny refrind or crecllt innde under tlie lirovlslona 
of wctl(iu 322 sliull be niutle to tlie \rltl~lioldIng ngent unless the nluouut 
of sucli tnx ivns nctually wltiiiield by the ~vltl1111~1diiig agcat. 

(g) Xotwlthat:intling the provlsloiis of subsectloiis (11)  anti (b ) ,  the 
dctluctlm iind 11 Itliholdlug for ony perlod prior to tlic dnte of the enact- 

urn In lieu of the rntes of 13qi per centuni ond 8 per ceutum prescribed 
il iiient of tills Act shall be nt tlie rates of 14 per crntrim nnd 5 per cent- 

I i n  such subeectlons. 

ANT. 7131. Withholding tax at souroe.--mithliolding of a tns of 8 
per cent is rcqnircd in the cnse of fised or deterniinnblc annual or  
periodicnl inronie paid to n nonresident alien or to a nonresident 
partnership (we nrticle 1316) coniposed in whole or in part of non- 
resident alien indivicliinls. escept (1) income .from soiirces without 
the United States, iiicluding interest on deposits with persons carry- 
ing on tlie bunking business paid to pelsons not engnged in business 
in the Unitcd State? and not having any office or place of business 
thei-cin, (2) diviilends of a cliiss ullowecl as a credit by scction 23 (a), 
and (3) interest i i p ~ n  bonds (rr other obligations of n corporation 
containing u tns-frcc covenant. A tax of 8 per cent must be with- 
held from iiiterest on bonds or securities not containing n trs-free 
covenant where the owner is nnknown to the witliholding ngent, 
except where such interest reprcsents income from t,oiirces witlro~it 
the United Stutcss. For tvitlioliling piirposes the benefit of the 
reduced rntcs of norinnl t n s  iinpoml by section 211 (b) iipon tlic coin- 
pensation of nonresident aliens who are residents of Cunndn or 
Blesico limy be l”ariired only by filing claini therefor on Form 1115 
ns provided in nrticle 10’72. (See sections 119, 147, 212, 215, 281, 
233, 251 ( f ) ,  nnd 1111 (a) (7) and articles Gl-GSJ, 811-818, 10.11, 
1042. I ~ I ,  1072, 1101, 11~2, mid 113.1.) 

\~ithlielcl in the cnse of 
fised or detei~miiiitblc niiiiiiul 01’ periodical inc*ome (with the cscep- 
tioris stntcd ill the firkt pnrayrnlh of this article) ptiid to a nonresi- 
dent foreign corporation (scc article 1318). (See nlso section 144 
nticl niticlc i81.) 

For withlioliliiig i n  the case of divitlcirdw distribtltecl Ly n corpo- 
rntion orgnnizcd ~intlcr tlic Cliinn Trade Art, 1 ~ 2 ,  bee nrticlcs ’703 
and 1164. 

Withholding of n tnx of 2 per rent is requircd in tlie case of iater- 
tst piiid to an individuel or n partnership, tvhetllcr rosidait or non- 
resident (see nrticlc lals), or to n nonresident foreign corporation 
q)on bonds or btlier obligntioiis of domestic corporntions or ri.sident 
fo re ip  corporntioiis (see article 1318) contniliilig R tus-free covel~nnt, 
except tlint :f the liability assimed by the obligor in colinection with 

A tns of 18% per cent is reqitiretl to 

Q 148 Art. 746 g 148 
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244 INCONE TAX REGUIATIOXg 

such a covenant does not exceed 2 per cent of tlie interest, withholding 
is required n t  the rate of 8 per cent in the case of a nonresident alien 
or a nonresident pni.tnership conipoied in whble or in part of non- 
resident'alien individiials, mid, n t  tlie rute of 13% per ceiit in the case 
of H nonresident foreign corporntion. However, withliolding is not 
required in the cFe  of interest payinelits on sucb bonds or obligations 
of a domestic or resident foreign corporation qyalifying under section 
110 (a) (1) (B), if made to a nonresident alien, to n partnership 
composed in whole of noiiresident aliens, or t q ~  a nonres'dent foreign 
corporation. A nonresident foreign corporation having a fiscal or 
pnying agent in tlie United States is required $0 withliold a tax of 2 
per cent upon the interest on its tax-free covenaiit bonds pnid to u 
citizen or resident of the United States or a partnership any member 
of which is a citizen or resident. If the owiier of bonds or other 
ob'igntions of a corporation coiituin'ng a tau-free coventint is un- 
known to tlie withholding agent a tax of 2 per cent must be withheld 
from interest thereon unless tlie linbility ussinied by the obligor 
does not exceed 2 per cent of the interest, in whkh case withholding 
mu ,be at the rate of 8 per cent. 

1 3 thlioldiiig of the tax in the case of incwie paid prior to tlid 
eiinctiiieiit of the Revenue Act of 1932 (5 p. ni., cubtern standnrd 
time, June 6, 1'332) shall be a t  the rates of 5 per cent and 12 i J w  cent 
in lieii of the rates of 8 per ceiit and 18% per cent provided in this 
art cle. 

Uonds issued uiidcr a trust deed coiitainiiig it tux-free covenant 
are trtatcd as if they contained such a covenant. \Vliere neither tlio 
boiids nor the trust deeds given by tlie obligor to sccure them contnin 
a tas-free covonant, supp'einentnl ugreenicnts executed by the obligor 
corporatioii and the trustee containing n tax-free coveiiant which 
modify the originnl trust deeds to tlint mtent are of the snnie effect 
from the date of their proper execution as if t h y  had b m i  part of 
tho original deeds of trust, and the bonds from such date nrc subject 
to the provisions of saction 148 ( a ) ,  provided appropriate authority 
exists for thc mocljfication of the trust deeds in this mnnncr. Tliu 
ant1iorit.y must be contained in tlie original triist deeds or actually 
secured from the bondho1d.w. 

A debtor corporation having on issue of bonilh or other 6imilnr 
obligations which nppqints a duly authorized iigeiit to act in its 
behaif under the withholding provisions of the Act, is required to 
file notice of such appoiiitnient with tlia Coeiaiissionrr of Internal 
RevBnue, Sorting Section, Washingtoil, D. C., giving the IUIIIIO and 
address of the agent. 

Art. 761 . 3 143 

BUPPLEMEXTAL PIIOVISIOIS 245 

Where in connectioti with tlie sale of its property. payment of tlic 
bonds or other obligations of a corporation i8 asriiiiixl by the assignee, 
such assignee, whether an individual, partiiersliip, or corporution, 
must deduct and withhold such trxes as would be required to be 
withheld by the assigiior liad no siicli snle or trnnsfer been inadc.. 

A fiduciary is not required to withhold tnx and render n with- 
holding return with respect to incoiiic of n nonresident nlieii Ixnc- 
ficinry, ns a complete return thereof will be incladed in  Form 1040 n. 
(See articles 745 and 768.) 

I n  the case of corporate bonds or other obligations containing n 
tux-free covenant, the corporation paying a Federal tax, or any 
part of it, for some one else pursunnt to its agreement ib not ciititled 
to  deduct siicli pnynient from gross income on ally ground, nor sliall 
the tau 50 paid be included in the gross income of the bondiiolder. 
The amount of tlie tau niny nevertheless be claimed by the h n d -  
holder as a credit ngninst the total anlotint of tax due in accordance 
with section 143 (d). I n  tlie case, however, of corporate bonds or 
obligations containing an '  appropriate tas-free covenant, the cor- 
poration paying for some one else, pursuant to its agreement, n Stnte 
tax or nny tax other than n Federnl t a s  may dediict siicll prynient 
us inlerest pnid on indebtedness. 

. ART. 703. Fixed or determinable annual or periodicd income.4nly 
. fixed or deterniinablc anniinl or periotlictd income is subject to 
witliholding. The Act q)ecifically iiirliides in siirli inmile, interest, 
rent, Enluries, wages, lmiiiiunis, annuities, conipeiisntions, remiinern- 
tioiis, and enioluiiients. But other kiids of income 111- inciuded, 
nN, for inbtaiice, royalties. 

Iiiconie is fised when it is to bt p i t 1  in uliiotuitv ilrfiiiitely pre- 
clcteniiined. Iiiroiiie is deterininable vdiencver there is a basis of 
calculution by which tlic nmoiiiit to be pnid niny b nsccrtaiued. TIie 

* inroiite iieed iiot be paid uniiunlly if it is paid periodically ; that iy to 
eny, from time to time, whether or not nt regiilnr intervals. Thnt 
the length of time during which the payniciitu nre to be made may 

i k increased or diniiiiislied in nccorduncc witJi sonie one's will or 
[.with the Iinppening of an event docs not iiiake the payinelits nny the ' loss determinable or periodical. -4 snlesiiinn working by the niciitli 
forla coniiiiission 011 sales wliicli is paid or credited iiioiitlily receives 
detcrniinnble periodical income. The income derived from the snle 
in the United States of property, whether real or personal, is not 
Axed or deterniiiinble annual or periodical income. 

Am. i03. Exemption from aithholding.-~'itliliolding from inter- 
' &t, on corpcrate bonds or other obligntions containing a tar-free 

Art. 763 Q 143 
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246 INCOME TAX REQULATIONS 

.covenant shall not be required in the case of a citizen or resident if 
he fies with the withholding agent when presenting interest coupons 
for payment, or not later than February 1 following the taxable year, 
an ownership certificate on Form 1000 stating that his net income 
doesaot exceed his personal exemption and other credits allowed by 
section 25. (See articles 201-295.) To avoi inconvenience a resi- 
dent alien should file a certificate of resideqce on Form 1078 with 
withholding agents, who shall forward such ,prtificates to the Com- 
missioner with a letter of transmittal. ( S p  article 1026.) The 
income of domestic corporations and of resid t foreign corporation3 
ie free from withholding. No withholding f r , m dividends paid by a 
corporation eubject to taxation under Title I is required unless the 
dividends are treated as income froiii sources within the United 
States under section 119 and are distributed by a corporation organ- 
ized under the China Trade Act, 1L22, to- 

(a) A nonresident a+ individual other than a resiclent of China 
a t  the time of such distribution; 

(6) A nonresident partnership coniposed in whole or in part of 
nonresident aliens (other than a partnership nesident in China) ; or 

(e) A nonresident foreign corporntioii (other than R corporation 
resident in China). 

I n  the c w  of (a) and (b)  the rate of witliliolding applicable is 
8 per cent in the case of distributions made ufter the enactment of 
the Revenue Act of '082 (G p. in:, eastern stnndurd time, June 6, 
1932), and 0 per cent in the case of dirjtributioiis made prior to that 
time. I n  the case of (c) the rate of withholding applicable is 13sh 
per cent in the case of distributions made after the enactment of tlio 
Revenue Act of 1932 (5 p. m., eastern standard time, June 0, 1982), 
and 12 per cent in the ca6e of distributions made prior to that time. 
(See further sections 116 (.f) and 261.) 
AaT. 764. Exemption certiflcates of nonresident aliens.-Wlien the 

grow income of a non&&lent alien, which is derived from Bources 
within the United States, does not exceed $0,000 and, exclusive of 
dividends, is not in excess of the personal exemption of $1,000 (and 
the credit for dependents in the case of a resident of Canada or 
Mexico), an exemption certificate, Form 1002, may be executed and 
6led with the withholding agent, if any part of such grogs income is 
derived from interest upon bonds or similar obligations of a corpo- 
ration, whether or not such bonds or obligations contain a tax-free 
covenant. 

The withholding agent, upon receipt of the exemption certificates, 
Form 1002, should make proper rocord thereof on the retuined copies 
of Form 1012 (see article 768) and forward the exemption certificates 

Art. 764 Q 143 

P 
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with a letter of transmittal to the Cominissioner of Internal ,Revenlie, 
Sofling Section, Washington, D. C., where they will be examined. 
I n  those cases in which the total income of the bondholder from 
sources within the United States is found to exceed $6,000, or, exclu- 
sive of dividends, to be in excess of the personal exemption (and the 
credit for dependents in the c u e  of residents of Canada and Mexico), 
the claim on Form 1002 for the benefit of the personal exemption ar-d 
such credit will be disallowed. A letter containing a list of the 
exemption certificates covering the claims disallowed and stating 
the reason fur their disallowance will be mailed to the withholding 
agent. This letter will also state the portion of the total tax assessed 
against the withholding agent on the basis of the annual return on 
Form 1013 (see article 768) to be abated by reason of the exemption 
certificates covering the claims allowed. A copy of the letter to the 
withholding agent will be forwardcd to the collector of internal reve- 
nue as the basis for the acceptance of an amount of tax less tlion that 
assessed. No portion of the $ax withheld from nonresident aliens 
should be released on the basis of the exemption certificates, Form 
1002, until such letter has been received by the withholding agent. 
The tax assessed on the basis of the return on Forh 1013 less the 
amount of tax to be abated 8.9 shown by the letter to the mithl~oldir~g 
agent must be paid to the collector on or before June 15. Where 
Forms 1002 are received after the tax has been paid, the taq shomn to 
have been overpaid shall be credited or refunded aa provided in 
sections 148 ( f )  and 822. 

The exemption certificate, Form 1002, properly executed, should be 
filed with the withholding agent a t  any time after the closo of the 
calendar year, but not later than May 1 of the succeeding year. Not- 
withstanding the fact that Form 1002 is filed, ownership certificates 
must be filed as provided in articles 765 and 767. 
ART. 765. Ownership certiflcates for bond interest.-The owners (ex- 

cept domestic and resident foreign corporations) of bonds or other 
obligations containing a tax-free covenant, issued by a domestic cor- 
poration, a resident foreign corporation, or a nonresident foreign 
Corporation hnving a fiscal agent. or a paying agent in the United 
States, when presenting interest coupons for payment 8hall file an 
ownership Certificate for each issue of bonds, showing the name nnd 
address of the debtor corporation, the n a m  and address of the owner 
of the bonds, n description of the obligations, the hniount of interest 
and its due date, the rate at  which tar  is to be withheld, and the date 
upon which the interest coupons were presented for payment. How- 
ever, ownership certificates need not be filed by a nonresident alien, 
a partnership coinposed in Fdiolc of nonresident aliens, or a non- 

' 

Art. 766: 8 143 

larry
Highlight

larry
Highlight

larry
Highlight

larry
Highlight

larry
Highlight



218 ISCOME TAX REG1;IATIOSB 

rcstlcnt foreign corporntion in connecthi with interest pnynienrs 
on such bonds or siniilur obligations of u Joinestic or residelnt 
foreign corporation qnulifyiny uiitlcr section 110 (a) (1) (B) or of 
n nonrvsicletit foreign corporation. In  case of interkt 0x1 corporate 
bonds or similar obligations not containing 4 tns-free corennnt, 
issued by a doniestic or resident foreign carpohtion, othcr thiin n 
corporation qimlifying under section 119 ( a )  ( 1  I /  ( B ) ,  ownefship CCP- 

ti'ficntes are required i f  the owner of such bonds is a nonresident 
u I ien. a nonresident partncrshi p coin posed i n  hole or in part of 
noiiresidrnt aliens. or u nonresident foreigii corlt(ornt,ion. Ownership 
certiticutas are rrqiiired in the case of sucli bdintls, wlictlier or not 
coiitiiinirig u tux-free (*orenant. i f  tire owner is rhknown to the with- 
holdiiip! Hgrnt. Ownership wrtiticates iieetl not be filed in the case 
of intcwst pnyiiiriits on boiidn or siniilnr obl/pations of ti Stntc, 
Tri.ritory, or H I I ~  politicd hubdirisioii thereof, or the District of 
Coliinihin : or swurities issued iindrr the Imx%ions of tlie Federal 
Fnrin Lonii Act. or iindcr the provisions of such Act as anientled; 
or (lie ol)lipatioiis of thr United Stutes or its pyscssions. (See SCC- 

tion 'L'L ( t i )  ( 4 )  t i n i l  urtidrs 84-80.) O\~r!ersIiip ccrtiliciites are not 
required to kit1 tiIwi in coilneetion with intercst pnylncnts on b6ildu 
or sirnilfir oliligtitions issued by a n  intlivitl\inl or n pnrtnersliip, 
whrthvr or not . m * h  ohligirtinnr ennt:iin n tax-free corennnt. 

\\%en intrrest cniipoiis tletnchrd froni corporate boiids arc received 
unnc*com(mnied by owiiership crrtificwtes. iinlcss the owiier of the 
bonds is k i i o a r i  to the first hank to a l i i d i  the  coupons are preseiited 
for pqwirnt. nnd ihr I)arilt is siitisfiwl that the owiicr i n person wlio 
is not rrq,rired to tile nil omnrrsliii, c-ertificate. t . 1 ~  bnn !i shall rrqiiiiw 
of the puyre a stntcinent showirip the nnnie and nddress of thc person 
from whoin the coiipons w.c~*e reccivcd t)y the pnger, ond nllcgiiig 
thitt the owier of the bonds is i i t i l c i i o w n  to tlic p a p : .  Siicli stntc- 
merit shnll  lie forwurrletl to the  (?nniinissioiier with tlic inolitlily 
return on Forin 1012. The b!iiilc sliiill itlso rcqiiire the payee to 
prepure a certificate oii  lporiii 1001 ci*oasing out " owner " am1 iiiscrt- 
irig '' p n p e  '' and entering tlir r i i ionnt  o f  tlir iiiterrst oii Upc a, ant1 
€hall N I R J I I ~  or write ncross the fuer of tlic c:crtifie:itu '' Stotcinent 
furnished." ailding the nnine o f  the bank. 

Ownership ccrtiticnt.es are rttqiiirctl in coiinection with interest pny- 
lnents on rcgistered bonds us in the c'nse of coilpoi1 Iiontls, cxccpt tlint 
if  nwnersl:ip certificntes are not furnished by the owner of slicli 
boiitls, ownership ccrtifimtes niiist be pi'eparetl by tho withlinlding 
rlgsnt. 

ARr. 7f3G. Form of certificate for citizens or reaidente.-l:or the par: 
pose of article 565, Form 1000 slinll be iisctl by citizens or residents 
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of the United States (individual or fiduciary) , resident partneiships, 
and nonresident partnerships all of the nienihrs of which are citi- 
zens or residents, in connection with interegt payments received on 
bonds coirtnining n tar-free covmrnt. If siicli Iionds nre imsaecl by 
a nonmsident foreign corporation having a fiscal or paying ngent 
in'tlie United States, Form lo00 slioiild be indifiecl to show the nanlo 
and address of the fiscal agent or the paying agent in addition to 
the nanie and acltlres of the debtor corporation. The amount of 
inter& received on such bonds shall be entered on line 2 of Form 
1000, escept tlint in the casc of a citizen or resident the interest 
yhould b entered on line 1 if the net income cloes not excaed the 
personal exemption ant1 other credits nllowed by section 25. (Sf% 
articb 763.) 
' ART. 767. Form of aertiflcate for nonreiident alienr, nonreiident foreign 
oorporationr, and unknown owneri.-For the piirpose of article 705, 
Form 1001 shall be used in connectioii with interest payments on 
bonds, regardless of whether or not r11ch h ~ i d s  contnin a tax-free 
covenant, (a )  by nonresident aliens (hdivitlual or fiduciary), (6) by 
nonresident pnrtnrrships coinpo~d in whole or in part of nonresident 
aliens, ( c )  by nonresidcnt foreign corporntions, and (a )  where tlm 
owner is unknown. 

ART. 708. Return and payment of tax withheld.-Every withholding 
agent shull make on or before March 15 an nnnual return on Form 
1018 of tho t a s  withheld from iiitered on corprnte bonds or other 
obligations. This return rrhould be filed with the collector for the 
district in which the aitlilioldin~ ngcnt is locntod. The withholding 
agent slinll also iiinlte a monthly retnrn on Foriii 1012 on or before the 
20th day of the month following that for which the return is made. 
The ownership certificntcs, Forms 1000 and 1001, must be forwarded 
to the Coniniisrioner with tlie inontlily return. Such of tlw fornis 
11s report interest froin which the tax is to be vritlilield oliorild be listed 
on tlie monthly retiirn. \\'liila the fonns reporting interest from 
which no tnx is to be withlieltl need not bo listed on tho return, tho 
number of siich fornis submitted should be cntered in tho space 
provided. Where Worn1 1000 is nidified to show the name and 
address of n fiscal or paying ngeiit in the United States (qc article 
VX), Forins 1012 and 1013 shodd be likewise modified. 

Every person rcqiiired to Jecliict and withhold any tax from inconio 
otlier than such bond interest shnll mnlcc an nnniial return thereof to 
the collector on 01' before March 15 on Form 1042, showing the amount 
'& tnx required to be withheld for each nonresident alien (individual 
'or fiduciary), nonresident partnership 'composed in whole or in part 
of nonreAdeiit nliens, or nonresident forrign corporation to whiLh 
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income other than bond interest WRS pnid during the previous taxable 
year. Forni 1 O U  should be filed with the collector for the district 
in which the withholding agent is locnted. In every case of both 
classes tlio tax withheld must be paid on or before June 15 of ench 
gear to the collector. For penaltics nnd aclditioqy, to the tux attaching 
upon failtire to inalre such returns or bitcli pnyn ent, we sections 145 
and 291 nntl articlev 591 nnd 1211. 

ART. iG9 .  Ownership certificates in the case of1 fiduciaries and joint 
ownen.-lVlien fiduciaries have t,he control and custody of more than 
one estate or triist, and sucli estates and trusts hqic as assets bonds of 
corporations uncl other securities, R certiticute 04  ownership shall be 
executed for each estato or trust, regurcllcss of tho fact tliut, the 
bonds nro of the same issue. When boricls we owned jointly by two 
or more persons, R separate ownership certificate must be esecittecl 
in helinlf of each of tho owners. 

ART. 770. Return of income from which tax was withhs1d.-'l'hc etrtiro 
amount of the iiicoine froin which the tas  mas withheld shall be in- 
cluded in gross income without dediiction for s ~ c h  paynicnt of thc 
tns. Bitt any tau so ~vithlielrl shnll be credited ngn'nst thc total 
tax 11s computed in the tnxpryer's return. If the tux is paid by 
the rceipiciit of tho income or by the withholding agent i t  shall not 
bo re-collected from the other, regardless of (lie originnl liiilpility 
therefor, nnd in such event no penrltp will be assertcd against either 
perboil for failure to return or pay the tux wlicre no fruutl or purposo 
tn rvncle pnyinent is involvcd. 

1 

SEC. 144. P A Y M E N T  OF C O R P O R A T I O N  I N C O M E  T A X  AT 

111 tlic cnw 01' foielpii corpnratloiin P U I ) ~ P (  t to tnxntion iinder thls 
IItle not enangcd In  tratlc or biislncw wltliln the Unltpd Stntcn unil 
not having nuy ufHce or plncc of huniiirhs llrercln. there ntiiill bc 
deducted nud \\ ltlilicld nt tlic L)~IUI'W In rhe sumc iiiannw and uyuu 
tlic 8aiuc Items oP lucomc ns le provldrd lii bcctlon 133 II tax eciuul to 
12 per c e u t u ~ i  thereof In resprct or 1111 piiyniento oP Iiironir ninde be- 
fore the ruaclinerit of tlils Ar t .  arid equnl 10 13K per ccnruni thereof 
in rcspert of r i l l  pnyiiienty of Inmiie iiiude nfrcr thc eiinvtmeut of t h h  
Act. nnd Aueh tnx bliall br rerurncd und puld t i1  the tame mniiner 
nnd subJrct to thc same conditloue as ~irovlfktl in tliut scctlou : PI o- 
i i d t d .  Tlint In the cnse ot lntercst drsciibetl in bubaccticiii (11) of 
that sectlon (relntlng to tax-frcc covcnunt bowls) the clcductloii H U ~  
wlthholdlng shall be n t  thc rate s~)ecified In bucli subsectioii. 

SOURCE. 

ART. 781. Withholding in the case of nonresident foreign corpora- 
tionn.--In geiierul, with respect to payments to nonresidciit foreign 
corporutions (see article 1318) withholding is required of a tax of 2 
per cent in tho cam of interest reprcscnting income from soitrces 
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within the United States paid upon corporate bonds or other obli- 
gations containing u tax-free covenant except th;t such witliho!ding 
is required a t  the rate of 18% per cent if the liability assumed by the 
obligor does not oxceed 2 per cent of the interest.' Withholding of 
a tax of 18% per cent is also required in the case of payments of 
other fixed or detttrniinable auiiun1 or periodical income froin sources 
within the United States to nouresident foreign corporations, ex- 
cept dividends paid by a corporation subject to taxation iinder 
Title I other than dividends distributed by a corporation o r g a n i d  
under the Chinn Trado Act, 1922, to a nonresident foreign corporr- 
tion which is not u resident of China. In the case of income paid 
prior to the cnactuimt of the Revenue Act of 1932 ( 5  p. rn., eastern 
standard time, Jiiiio 6, 1982), witliholdiug is required at the rate of 
12 per cent in lieu of the rnto of 13% per cont piwvidrd in this 
article. (See also section 143 and articles 701-770.) 

As 110 withholding of tau on bond interest or otlrer iiicoine W 
requiivd in the case of n resident foreign corporation (RF nrticle 
li)18), 'the peixon paying such income should h notified by u letter 
from tlie corporation that i t  is not subject to the withholding pro- 
visions of tlie .&. The letter fi3m tho corporation shall contain 
tho address of its office or place of brisiness in tho United Stutcs, and 
be signed by nn officer of the corporation giving his nficial title. 
Such letters of notification shall be inimetliately forwarded by the 
recipients to tho Coniniissioncr of Intornnl Revenue, Sorting Src-tion, 
Washington, D. C., to bo csntnined. 

SEC. 145. PENALTIES.  

Iiy Iuw or regulutluiia i n ~ i d ~  uuder autliorlty therroi to ninlio II rctiirn, 
keel, n i i ~  rccortls, 01' supply niiy lnformntloii, for the purpose8 of tlic 
computntioi!. nsscsmcnt, or collcctlou of niiy tux Imposed by thle title, 

records, or 8u1iply biicli Infonuntion. nt the IImc or tlmes rcquired by 
Iuw or rcgiilntloiis. ~ 1 1 ~ 1 1 .  111 nddltlon to otlicr penalties ~wovldcd by law. 
be guilty of a nilsdcmeilnor nntl. u p u  convlctlon tlicreof. IK? flocd not 
inure iliiiii $1O.O(x), or imprlsoncd fcr ngt iiiorc tlinn ouc yew, or both, 
togellicr wltli tlic coats of prObCCUt~Oi1. 

( I ) )  Aiiy [ ~ c r m i  rcqnlrcd uucler llila lltlc to collect, nccouat fur. and 
yqy over riuy tux lmposctl by L l i b  tltlc, who wlllfully fiille to collect or 
trnl&hlly account for nud pay over snch tnx. nnd nny person who vllb 
d l j ~  ntter~)pla In nny munner to crnclc or dcfent nuy tax Imposed by 
thls t l t l i  pr tho ynymrnt tlicreof. slin!l. In nddltlon to other penaltits 
p w v i d ~ d  by law, bc giillty of a fc1ou.v niitl. uporr coiivlctlon tliereof. Lm 
flned iiot niorc 1b:iii $lO,OOO. or Iinprlsoned tor not more thnn flve ycnrm. 
or  l iot l i ,  togdlicr I\ It11 tlic c'orts of lirorecutlan. 

(U)  AUY pel'aou r c ~ l l l ~ c d  WidCr th ld  11llfl to PUy iluy tiix, uc r~%lulrcd 

Wllo \VlllfUlly fUlIH t t J  IJUY HWh tux. make BUCh WtUrll. keep Such 

1 

1 

Art. 781 $146 
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intended departure. Upon payinent of such obligntions, or upon snt- 
isfactory evidence that no tax is due and payable, the collector or 
revenue agent in charge will issue a certificate of conipliance to the 
applicnnt. A properly esecuted certificate of koinpliance issued by 
the collector or revenuo agent in charge must be presented at  the pier. 
Aliens presenting theniselves a t  tlie point of departure without such 
certificates of compliance will be exnmined by internal revenue ofli- 
cers a t  that point, and such taxes as nppenr to bh due and owing will 
be collected. Citizens of the United States or bf possessions of the 
United States departing from the United Stnteg will not be required 
to procure certificates of compliance or to present any other evidence 
of compliance with income tax obligations. 

I f  a taxpayer violntes or attempts to violate the provisions of sec- 
tion 146, there slinll, in nddition to all other penalties, be added as a 
part of the tax 25 per cent of the tax cr deficiendy in thetas,  together 
with interest a t  the rate of 1 per cent a month fi-om the time the t a s  
becnine due. 

I 

SEC. 147. INFORMATION A T  SOURCE. 
(a) Payment8 of $1,000 or more.-All persons, In whatever cnpnclty 

cictlng, includlng lessces or iiiortgngors of real or personal property, 
flduclnries, niid employers. mnklng payment to enother person, of 
Interest, rent. snlarles. sngcs. premiums. nnnuitles. compensntlons, 
remnnerhtlons. emoluments. or otlier flxed or determlnable gnlns, 
proflts, and Income (other thnn pnyments descrlbed In seetlon 148 
( a )  or 140). of S1.ooO or more In any tnxabie year, or, lo the case of 
such payinents made by the United Stntes. the omcers or employees 
of the United States Iinving informntlon a s  to such pnynients and 
requlred to mnke returns lo regnrd thereto by the rcgulntlons Iiere- 
lnaftcr grovlded for. slinll render n true and nccurnte return to  the 
Coiniulbsloner, uiider such regulntions and In such form and mnnner 
and to such extent as mn.v be prescribed by hlm wltli the npprovnl 
of the Secretary, setting forth the nmount of such galns, proflts, niid 
l r c m e ,  and the nnme and nddress of the rcclplcnt of such payment. 

(b) Beturni regardlei8 of amount of payment.-Such returns may be 
requlrcd, rfgnrdless of nnrounts, (1) 111 the cnse of pnyments of Interest 
u3on bonds, morlgagcs, deeds of trust, or other slinllnr obllgntlons of 
coryoiatlons, niid (2 )  in the wse of collectlons of Items (not payable 
In the Cnltcd States) of luterest upon the Bonds of forelgn countriea 
nnd interest upon the bomb of mid dlvldends from forelgn corporn- 
tlons by persons undertnliing as a matter of business or for profit 
the collection of forelgn payments of sucli Interest or dlvidends by 
mcnns of coupons, checks, or bills of cxchunge. 

(c) Recipient to furnish name and addresr.--\Vllen necessary to 
mnke effective the provlslons of thls sectlon the name and addrese 
of the recipient of income shall be furulsl?cd upon demand of the 
person paying the Income. 

AH. 801 I 147 
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(d) Obllgationi of United Water.-The pr0VfdonR of this section shall 

not a1)pi.v to the pnyment of interest on abllgatloas of the Unlted 
States. 

Arr. 811. Return of information as to  paymcnts of $1,00O.-All per- 
sons 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 Comniissioner for such year on or before February 15 
of tlie following year, except as specified in articles 813-815. The 
return shall be made in ench case on Form 1099, accompanied by 
transmittal Form 1096 showing the nilmber of returns filed. The 
streot nnd number where the recipient of tho pnyment lives diould 
be stated, if possible. Where no present uddress is available, tho last 
known post-office udclress mist be given. Although to iiinko necessary 
a return of information the income must be fixed or determinable, it  
noed not be annual or perioclicnl. (See article 762.) 

ART. 812. Return of information as t o  payments to  employees.-The 
names of all employees to whom payments of $1,000 or over n gear 
are niude, whethor such total suin i s  made up of wages, salaries, coni- 
missions, or compensation in any other form, must be reported. (Bat  
see article 813.) Heads of branch offices and subcontractors eiuploy- 
ing labor, who keep the only coniplcte record of pnyments therefor, 
should file returns of information in regard to such payments directly 
with the Commissioner. When both mnin offive rnd branch office 
havo adequate records, the return should bc filed by the ninin officc. 
(See article 83.) 

ART. 818. Caies where no return of information required.-Payinents 
of the fallowing cliarncter, although over $1,000, need not be re- 
ported in returns of information on Form 1099: 

(a) Payments of interest on obligations of the United Stntes; 
( 5 )  Payments by a broker to his customers; 
( c )  Payments of any type made to corporations; 
( d )  Bills paid for merchandise, telegrams, telcphone, freight, 

atorage, professional services, and similar charges ; 
(e) Payments of rent made to real estate ngebts (but the agent 

mcst report payments to the landlord if the amount paid during 
the year was $1,000 or more to a single person, a partnership, o r  R 

fiduciary, or $2,500 or more to a married person) ; 
( f )  Payments made by branches of business houses located in 

foreign countries to alien employees serving in foreign countries; 
( g )  Payments made by the Ur:ited States Government to  sailors 

nnd soldiers and to its civilian employees; 
(h) Salaries and profits paid or distributed by a partnership to  

the individual partners; and 

Q 147 Art. 1113 
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( i )  Puyiiients of salaries, rents, royalties, interest (except bond 
interest rcc~iiirccl to be reported on ownership certifimtes), and other 
fixed or deter~iiirrnble income aggregiiting less than $2,500 made to a 
married individual. 

If the marital htatiis of the payee is unknown to the pnyor, OF if 
the marital status of the payee changed during the tnxnble year 
(see article 295), the payee will be consitlere$ a single person for 
the purposa of filing a return of infornintion on Form 1099. 

ART. 814. Return of information as to interest on corporate bonds.- 
In  the case of payments of interest, rrgnrtlless of niiiount, upon 
honds and similar obligutions of corporutions, the ownership ccrtifi- 
cates, when duly filed, sliull constitute nnd be treuted as rctiirris of 
in formation. 

Aim. 815. Return of information as t o  payments to  other than citizens 
or residents.-In the ciise of pnyments of tised qr determinable nniiunl 
or periodical inconie to nonresident aliens (inflivicliial or fiduciary) , 
to nonresident purtnersliips coinposed in u-11 ' ~ e  of  in part of non- 
resident aliens, or to iionresident foreign COG 9 )orations (see article 
1318), the retuins filed by withholaing ngentb: on Form 1042 shnll 
constitute nnd be treated as returns of inforrpntion. (See sections 
143 and 144 and articles 761-770 and 781.) 

ART. 816. Foreign items.-'l'lie term 6*foreignilehs," as used in tlicsc 
rq.plations, inearis any iteiii of iiiterest upon tlie bonds of a foreign 
country or of n nonrerritleiit foreign cor1)ortition not liaving a fiscnl or 
piiyiiig agciit in the IJniteil States, or niiy itein of dividends upon the 
stock of such corporntion. 

AnT. 817. Return of information az to foreign items.-In the ciise of 
forcign items, 1111 inforiimtioii rcturn on Torhi IOOO is required to 
bc filed by the bank or collecting ngrnt n1cccptiiig tho itenis for col- 
lection, if the foreigii item is piid to a citizen or resiclent of the 
United States (individual or fitliiciary), or 11 pnrtnerrliip m y  iiiein- 
ber of which is D citizen or resident, and i f  tlic amount of the foreign 
items paid in uny taxable year to a single person, a partnership, or 
a fiduciary is $1,000 or more, or to a married person is $2,500 or 
more. Siicli foriiis accompanied by Form 1036 should be forwarded 
to the Coiiimissioner of Iiitwnnl Ite\wiue, Sorting Section, Wash- 
ington. n. C., oil or before I~rbruury 15 of each yenr. (See articles 
811 arid 815.) 

Aw. 618. Information as to actual owner.--When the person re- 
coiviiig a piiyiiient fnliing witliin the provisions of tlrc Act for 
iiiforiiicitioii tit tlic soiirw is not the nctiiul o\vn(*r o f  tlie iiiconie re- 
ceived, tlic iiiiiiie and address of the actiiiil owner shull be furnished 
upon tleuiand of the individual, corporation, or pnl-tnership paying 

Art. 818 9 147 
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tlie incoitie, I I I I ~  in ilefnult of n conipliaiicc with siicli dctnniid tho 
pnyw Lccoincs liable to tlie penalties provitled. (Sw htwtion 1 6 . )  
Dividends on stock are prima facie, the inconie of the record owner 
of the stock. Upon receipt of divitlenrls by a recortl osviicr? lie ~ho i i l t l  
immediately rtxeciitc Foriii 1087 to disclose the: timnc nntl d t h w  of 
the actual owner. Form 1087 shonld be filer1 w-it11 the Commissioner 
of Internnl Revenue, Sorting Section, Wnshington, D. C. Unless 
such 11 disclosure is made, the record owner will he Iield liable fnr nny 
tax bawd up011 such dividends. (Sir. article 831.) 

The filing of Form 1087 4s not required (a) wlierc s ~ < H * ~ H  nre 
registered in tlic ,name of R iiominrcl for n f i r l ida iy  mqitired to file 
a returii on Foriii 1041 in which the dividends froiii siicli strlcks arc 
reported, nnd (b)  where they nre owned.hy ii iionrrsidcnt nlien o w l  
are registered in the name of a nominee designated by n hank or trust 
compnny whiclh is 'reqiiird to file returns of income for such non- 
rqitleat nlien. 

, , SEC. 148. INFORMATION . B Y  CORPORATIONS. 
(a) Dividend payments.--&very corpnrutlon vubject to the tar Im- 

poml 1p.v this titlc dinll, \vIieii rquiretl hy the Ci~minldoiier. milder 
n coriwt rctnm, duly wri!lnd untler on:h. of Its poynirntfl OC dlvldcntls, 
Rtnting the nnme iinil ncltIrcsJ of each ~lm~'el~oldrr, the iiurnbei- of shares 
osnccl 1 ) ~  lilm. i - i ~ t l  tlic :'ni.  wit of tllvltlei~tln piiltl l o  h!w. 

(b) Profits of taxable year deolared as diridends.--l'lierc nliull b 
ioclritlctl 111 the rcturii tir nplriitlrtl tlic?ctn n ntiitcinciit of si1c.h Cuctd 
UI will enati'o the Ctlnimlmloner to dmmuiiie tlie portlon of ilic rnrn- 
iiiga or prolltfl of the rorporntlon (inrlu llnrt ~ n l i i a .  Iirofltr. nntl Iiirt)~ie 

,Jot tnxcd) nmiimnliltccl rlurlng the tnsrible ycar Cnr wlilrli tbe return 
ia nicitlc. which Iiave l ~ w i i  d~Htr~~i11tWl or nrtlcred to Iw. dintriliu:cti. 
respecllvely.. to I t s  t h:irehtiltlcrs tlurliig mcli pcnr. 

(a) Acoumnlated gains and proltk---\Vheii requekletl by thc (:ominh- 
sinner, tir auy collcdor, every corplrotloii shrill for\vurd to him II rorrcrt 
stnttwiciit of nc:wmulntctl gulns, end prc.flt6 niiti tlici iiniiiw nnd nti-  
drcanca OC the iiitllvltlunle or di:irehoIder~ whn would IIC rntltlrd to tlw 
same IC clivldml or diatrl))utctl, tlnd (If the ttinaiints tlint wuiiitl I,F 11:i.v- 

able to encb. 

. , 

, ' 

Am. 831. Return of information Ils to payments of divideTds.- 
iVlicn directed by the Commissioner, either specially 01' by gctrenil 
tegulation, cvery domestic or resident foreign corporctt ion siihject to 
the tax imposed by Title I tint1 errry nonresidctit foreign corpora- 
tion subject to such tiix (see nrticle 1818) liaving a fiwiil or paying 
agent in  the United h t v s  shall render returns on Foriris 1096 nritl 
1099 of its pnyaientn of divitlentls ant1 distributions tti ~liarvIioIdcrs 
for such period HS may be specified, stating tha iiaiiie 1111cl ndtlrasq 
of each ohnrcl~older, the iiiiniber and cluss of ilinres o\rriecl by him, 
tlic date iiiitl aiiioirnt of eiidi tlivitl(wtl pait1 Iiini, nntl when the 

Art. 831 ' ' '  148 
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from gross income the aggrcgntc nnioiint of premium deposits 
returned to their,policyliolders or ictninctl for tlie puyment of losses, 
expenses, and reinsurance reserves. I n  determining the m o u n t  of 
premium deposits retained by a iiiiitiinl fire or niutunl cnsuulty 
insurancc coiiipnny for the paynwnt of losses, expenscs, niid rein- 
biirance reservw, it will be presumed that losses nnd cxpeiiscs linvc 
bccii pnid out of eorniiigs untl profits other than premiuiiis to  tlic 
cxteiit of such cariiings and profits. I f ,  howeyer, nny portion of such 
niiiount is applied during the tusable year to tlie payment of losses, 
cspenses, or reinsurnnce reserves, for which a sepnrnte allowance is 
tuken, then such portion is not deductible; and if any portion of siicli 
timount for which an n1:ownnce is taken is subsequently npplied to 
t lie pnpment of espenses, losses, or reinsurunce reserves, theii sucli 
pnpient  can not be sepnrntcly deducted. The amount of premiiim 
deposits retnined for the payment of expenses and losses, ant1 tlic 
niiiount of siich 'expenses ..lid losscs, way not both be deiluctctl. A 
conrimy which invests pnrt of tlie pi-ciiduni deposits so retained by 
it in interest-bearing securities may nevertheless deduct such part, 
but not the interest receivcd on such securities. A muVal fire instir- 
nnce company which has n gunrnnty capitnl is taxed like other iniitunl 
fire insurance coinpnnics. A stock fire insrirnnce coinpany, operated 
on the mutual plan to the extent of paying dividends to certain 
c:nsJes pf policyholders, mny innkc n return on the same basis as a 
niutunl fire insurance company with respect to its business condiicteil 
on tlie mutual ?!an. 
ART. 1015. Betans of intnrance companies.-Insurnnco companies 

transacting business in the United States or deriving any incoino 
from sources therein nrs required to filc returns of incoir?. The 
r?turIi shnll be on Form 1120, except thnt life insurancc companies 
shall ninlre return on Form 1120 L. As an aid in nudiling tho 
returns, wherever possible a copy of the report to the State insur- 
ance department sliould be submitted with the return. Otherwise a 
copy of Schedule D, parts 1,3, and 4, of the report should be attnched 
to tlie return, showing the Federal, State, nnd municipal obligation3 
from which the interest omitted from gross income was derived, and 
a COPY of the complete report should bc. furnishhd as soon as rcndy 
for filing. I 

BUPPLZMENT H-NONILEBIUENl ALIEN IPI@WIUUALB 

SEC. 211. NORMAL TAX. 
(a) Qeneral rule.-In the case of n nonreslderrk nllen indlvldunl 

who Is not a resident of a contiguous country. tliei normal tax shnll 
be 8 per centum of the nniount of the net income in excess of the 
credits ngainst net income allowed to such indivlduq I- 

/I 
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(a) Aliens reiident in oontiguous countriel.-Iii the cnm of an nllen 
indiriduql resident In a contiguous country, the normal tax shnll  be 
an niuount equal to the suni of the foliowliig: 

(1)  4 per centum of the omount by which the part of the net 
income nttributable to wnger, aularles, proiedonal fees, or other 
amounts received ns compensation for personal sewkes nctunlly 
perfurinal In the Unlted States, exceeds tlie perasnu1 exemptlan 
piid eredlt for dependents; but the amouut taxable at mcli 4 per 
centum rnte sbnll not exceed $4,OOO; and 

(2) 8 per centuin of the nniount of the net income tn exeess 
of tlie SUID of ( A )  the amount tnxed under parngrnph (1) of thlr 
subuectlon plus (B)  the total credlts egainat net Income allowed to 
such liidlridunl. 

(9) In lieu of normal tu under reation llrTlie tax impaed by 

, 

\ 

1 9 

I 

, 

,, thls aection shnll be in lieu oi the normal tnx b p ~ &  by sectlon 11. 

ART. 1021. Normal tax ir? the oaae of nonrmident .lien individuals.- 
I n  tlia CUSB of nonresident alien individuals, residenta of countries 
other tlian Cannda and Mexico, the normal tax is 8 per cent of the net 
income in excess of the credite provided in sections 25 and 214, then, 
being no reduction ir, tho rate upon any pnrt of the net income subject 
to tax. I n  the case of nonresident alien individuils, residenta of Cm- 
ada or Mesico, the normal tax is (1) 4 per cent of that part of the 
net income attributnble to compensation for persorial services actually 
performed in the United Statea in excess of ths p e m n a l  exemption 
and credit for dependents, but not in excess of  $4,OOO, and (2) 8 per 
q n t  of the amount of the net income in excess of the amount taxed a t  
4 per cent plus the totnl credits provided in sections !2!i and 214. 

Nonresident alien individuuls ale subject also to the surtax imposed 
by section 12. ~ (Pee articies 21 and 22.) 

Am. 1029. Definition.-A " nonresident alien individual '' means an 
individiinl- 

, ( a )  Wliose resicleiice is not within the United States; and 
(a) Who is not a citizen of the United States. 
An alien actually present in the United Stat@ who 1s not Y mere 

trpnsient or sojourner is R resident of gie United States for pur- 
pokes of the income tnx. Whether be is a transient or  not is deter- 
m.jne4 by hie intentions with regard to thc length and nature o f ,  
€$s stay. A niere floating intention, indefinite as to tinia, to return 
to another country is not sufficient to constitute him n transient 
I f ,  he lives in , the United Stntes  and has no definite intention 
-,to his stny, he is a resident. One who comes to the Udited States 
for a definite purpose which in its nntrire may be proniptly a w m -  
pyihed is n tmnsient; but if his pilrpose is of such a nature that 
an estended stay may be necessary for its accomplixhhmcnt, and to 
that enti the nlien rnakcs his ltome tewpornrily in the United States, . 
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lie becomes n resident, thoiigh it niny be his intcntion a t  nll times 
to return to his domicile nbronci whew the purposc for diicli 110 

canie lins Leon consumninted or nbnntlonec!. An alien whose stiiy in 
the Giiitetl Stntes is liniited to a definitc period by tlie imniigrntion 
lnws is not a resiclent of. the United Stntes within tlic metiniiig of 
this article. 

Am. 10'23. Alien seamen, when to  be regrrrded as residents.--In order 
to determine whether tin alien seninan is a residcnt within the nienii- 
ing of the income tax lar ,  it is necesary to decide whcthcr tlie pre- 
siin.ption of nonresidence Is overcomc by fncts showing that 110 has 
cstnblished a residence in the territorial United States, which con- 
sists of the Stntes, tlie District of Colunibin, nnd thc Territories of 
Hawaii and Alnskn, and escludes otlicr places. Resiclence niny be 
establislicd on a vessel regulnrly engaged in coastaisc trude, but the 
mere fact that a sailor mnkea his home on a vesscl flying the United 
Stntes flag nnd engaged in foreign trndc is not sufficient to establish 
residence in the United Stntes, cven though the vessel, while carry- 
ing on foreign trade, touches at American ports. An nlieii seaman 
iiiay acquire nn actual residence in the territorinl United Stntes 
within the rules laid down in article 1024, although tlie nature of his 
cnlling requires him to be absent for a long period From the plncu 
where his. residence is estnblislied. An nlien seaman may ncquiro 
such a residence nt n snilors' bonrding liouse or hotel, but such a 
clnini slioulU be corefully scrutinized in order to make sure thnt such 
residence is bona fidc. The filiiig of Form 1078 or taking oiit first 
citizenship pnpers is proof of residence in tlie United States from 
the time tlic form is fled or the papers taken out, unless rebutted by 
other evidence liowing nn intention to be n transient. The fact that 
a head t n s  has been paid on belinlf of nn alien Seaman entering tlie 
United Stntes is no evidcncc that he hns acquircd residence, bcnuse 
tlie head t n s  is pnynble unless the alien who is entering the country 
is merely in trnnsit through tlie country. 

ART. 10.24. Proof of residence of alien.-The follbning rules of evi- 
dence shall govern in deterniining whether or qbt nn alien within 
thc United States has ncquired residence thetein irithin thc meaning 
of the Act. An alien, by reason of his alienage, ik presumed to be u 
nonresident alien. Such presumption mny be oveikonie- 

(1) I n  the cnse of an alien who presents hiinseld for determinntion 
of tax liubility prior to departurc for his natire country, by ( a )  
proof that the alien, at  least six months prior to thc (late he so pre- 
sents himself, has filed a declnrntion of his inteiitidii to becotnc a citi- 
zen of the United States under the nntura1izntie)n laws, (a) proof 
thnt the alien, a t  least six months prior to the clnte lie so presents him- 

I 
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self, hns filed Foriii 1078 or its eqnivnlent, or ( c )  proof of acts and 
statements of the nlieii showing n definitc intcntioii to ncquire resi- 
dence in the United States or showing thnt his stny in tlie Unitcd 
State8 has been of such nn cxtcndccl nntiire ns to voiistitiite him n 
resident; 

(2) In otlirr cases by ( a )  pra)f tlint the alien lins liletl R ileclnra- 
tion of his intention to become a citizen of tlic Unitccl Stntes iiniler 
the nnturnlizntion lnws, ( 6 )  prnof tlint the nlien hns filed Form 1078 
or its rqiiivnlent, or ( c )  proof of a r t s  nntl htntenieiita of n n  nlien 
showing n definite intention to ucquirc imidence in the United States 
or slioiring thnt his stay in tlie United Stntcs I ins  bccn of siich nil  
extended nntiirc iis to c*oiiPtitute liim n rcaidcnt. 
In any caw in which iin nlicri sceks to o\wcoiiic the prc'chiiiiiption 

of nonresitltwce nncler (1) (c) or (2) (c),  if tlic otlicrr who cxnniincr; 
the nlieii is in doubt 11s to the fncts, sncli oficcr mny, to assist hini 
in determining the fncts, iquire  nn iiffidavit or nfficlnvit setting 
forth the fwts  rclictl iipon, exeartetl by some credible person or p r -  
sons, 0 t h  tlitin the nlien and nieiiibei.s of his family, who hare 
known tlic n h n  a t  least six months prior to the dntc of cxeriition of 
the affidiirit or nffidnvits. 

him. lO%5. LOSS of residence by alien.--An ttlieii who hns ncqnired 
residence in the United Stntes retains his stntiis IIS n resident until 
he abandons the mine and actiinlly departs from the United State*. 
An intention to change his resiilenec does not chnnge his status ns a 
resident nlieii to thnt or II nonresjdent nlien. Thus nn nlien who has 
acquircd a residence in the United States is tnrnble n s  n resident for 
the remnincler of his stny in the United States. 

ART. 1026. Duty of employer to determine status of alien employee.- 
If wnges are paid to aliens without mithliolding the fox, except as 
permitted in article 1072, the employer should be prepnred to prove 
€he stntus of tho alien as provided in the foregoing articles. An 
employer iiiny rely upon tlie evidence of residence afforded by the 
fact that an nlieii lins filed Form 10i8, or an equivalent certificatc of 
the nlien estnblishing rcsidence. An employer need not secure Fonii 
1078 from the alien if he is sntisfied that tlie alien is a resiclent nlien. 
An eniployer who seeks to account for failure to withhold in the 
past, if lie had not a t  the time secured Form 1078 or its eqiiivaleat, 
is perniitted to prove the former status of the alien by nny comp- 
tent evidence. Tho written statement of the alien employee mny 
ordinarily be relied upon by the employer as proof t l int  tlic nlicii is 
a resident of the 'IJnited States. 

k p  I .*L 
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SEC. 212. GROSS INCOME. 
(a) Qeneral rule.--Iu the ri i~e Of n iio~ircsldent nlkn Individual 

KI-OSR inco~nc Ii:clutlt~x only 1111: gross iiiconic! from xourcos \vltllin the 
Unltetl Stales. 

(b) Ships under foreign fiag.--’l’lie Inc~oinr of n iionrcsldent iillcn 
iritlirldiuil WIIIVII  c*iiiirlnts cxc‘inslvt~ly of r.nrn1ng.u tlcrlved from the op- 
eriitlcm of ii ship or  xliips tlocnnicutc~il untlcr thc laws of II forc4gii 
rillintry wliic.h gruiita t in i~qiilvtilent rsmiption to c l t l z t ~ ~  of the Unltcd 
Stntea nntl  to c*iirpt~rcitiorirc cirg:iiiizt~cl 111 tlrc I:nlld Ytntrs, ~hr i l l  not 
be inclndml in grtw inwinw i i i i t l  shall hc weinlit from t.~sntloii iintlcr 
till.* ti1le. 

AIW. 1041. Ctrors income of nonresiCent alien individuah-Ta the casu 
of nonresident ulicrr iil(livitItin1~ “ gross incwnin ’’ nicalls oiily the 
gross iiicoiiin froiii soiircwi within tlic Vnitrtl States, determined under 
tlic provisions of scctioa 119. (&?a iirticles 0il-Gel.) The items of 
gross incon.2 frolii E O I I ~ C ~ S  without tlic Diiited Statvs r i d  t ,hcdoro 
not trtsnble ro iionresident nlic!ns arc doscribed in scct.ioii 119 (c) 
n ~ ! t l  rtrticle 077. As to who nrc iionrcsitlcnt ulieri incliviclnals seo 
nrticles 1022-1026. 

A w .  1042. Exclusion of earniiigs of foreign ships from groaa inoome.- 
So m d i  of tIic iiicoinc from soiirc’es witliin thc United States of n 
jionrcsidciit n1ic.n iudividiial as consists o€ earniiigs derived from 
t]lo operation af a .hip or sliips doCunrcnter1 under the laws of a 
foreign coiintry which p i i t s  tin eqiiivnlent rxemption to citizens 
of ilio ‘United Statcs nonresidrnt iu sldi foreign country and to 
corpornt ions orgmiacd in the Uiiitcd Stutcs, ‘sliull not be included 
in gross income. Foreign countries w1iic.h eit ier iinposo no iiiroiiio 
tnx, or, in iinposirig silrlr tax, cxciiipt froill t n ,  z ntion so much of tlio 
iiiroiiie of a citizen oE the IJnited Stiitrs nonrcsidcnt in such foreign 
country rind of a corporation orgnnizc!iI in f h u  Unitcci Stiites as 
consists of enriiings iIlerivcd froin thc oprrntjipn of II ship or ships 
docurncntcd iindcr tho luws of the United Stiitrs arc consic!crcd as 
gpiitiiig an equiraleirt cscmption within the nbeaiiing of this articlo. 

!I SRC. 213. DEDUCTIONS. I 

(a) Qeneral rule.-In (lie C:IW of 11 llOllrC!H~d~ll~ nlien ~ r ~ c ~ ~ r l d u u ~  tllo 
cleductious shall be nllowetl only lf nntl to the lcxtent that they nre 
connected wlth incomc froin soiirccs wlthln the United 8tntes; nnd 
the proper npportlonlnent nnd nllocatlon of the d iluctions wlth respect 
to sourccs of income H-itliiu ant1 without the t ited Btntes ehnll be 
dctcrmlned as provldccl in section 119, uiitlcr tules and regulntldna 
prescribed by tho Con~misslt~ncr with tl:e approv 11 of the Secretary. 

’, 

i (b) Loam.- 
(1) The deductton, for losses not connec$d with the trnde or 

business if incurred In  trunsuctlons entered Ibto for iiroflt, nllowed 
by section 23 (e) (2) sliitll bc allowed wlielther or not connected 
with income from sources wilhln the Unltad States, but ouly lf 

Art. 1042 
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i the proflt, lf such triiu*iiction liud r c ~ ~ u l t ~ i l  in II prollt, would be 
tasnble uuder this litle. 

(2) The tleductIou for lossee of propwty not con11cu.tcc1 with 
the Lrndc or bus1nesR If arising froni certniu cnvualtics or theft, 
allowed by section 23 (c) (3) ,  shall be nllo\ved whether or ]lot 
connected with income from ~oiirces with111 the Unitcd Stutclc, but 
only if the loss is of property wlthin the Iiuited Stntw. 

(a) Charitable, eto., contrfbutionr.-Tl~e so-called I‘ chnrltnble wn- 
Mbutlon ” ~lecluctlon allowed by section 23 ( n )  shull be nllowd 
whether or not conncc!cd with incdme from siiiirce~ within !he United 
Btntes, but o n l ~  us to contributions or glfh mule  to clomcvtlc corpora- 
tions, or to conimunlty chests, funds, or foundntlons, crrtltcil In (lie 
XJnitetl state*, or to the rocntloi~nl rchnhilltntion fund. , 

Am. 1061. Deduotions allowed nonresident alien individuals.-In the 
case of a nonresident alieii individual thc deductioils allowed by 
section 28 for businesv expenses, interest, taxes, losses in trade, bad 
debts, depreciation, and depletioii arc allowed only if and to the 
extent that they are connected with income froin sources mithiii the 
United States. I n  the cnse 
of such taxpayers, however, (1) losses sustained during the taxable 
year and not compensated for by insurance or othorwise, if incurred 
in any transaction entered into for profit, though not connected with 
the trado or business, are doductiblo only if and to the extent that 
the profit, if such transaction had resulted in a profit, would have 
been taxable as income from sources within the United States; (2) 
losses sustained during the taxable year of property not connected 
with the trade or business if arising from fires, storms, shipwreck, 
or other casualty, or from theft, and if not compensated for by 
insurance or otherwise, 01% deductible only if the property wns lo- 
catod within tho United States; nnd (8) contributions or gifts madc 
kithin the taxablo year nro deductible only if made to doinestic 
corporations or to community chests, funds, or foundations, created 
in the United S tabs  of the type specified in scction 23 (n) and 
brticlo 261, or to the vocational rehabilitation fund, subject to the 
limitation provided ip section 23 (n). 
Losses emLraccd under clause (2) of the preceding paragraph arc 

deductible in full from items of gross income specified na being 
derived in full from sources within the Unitad States, and, if greater 
than the sum of such items, the unabsorbed loss may be deducted 
from the income apportioned to sources within the United Statm 
wider the provisions of article 082. Losses embraced under clause 
(1) are deductible in ful l  (as provided in nrticle GSO or article 681) 
when the profit from the transaction, if i t  had resulted in a prdit, 
would have Seen taxable inlfull as income froni sourccs within the  
United States, but should be deducted undcr the provisions of article 

(Se3 also section 215 nnd article 1071.) 
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G82 when tlie profit froin tlic truiisuction, if it liad resulted in prolit, 
would have .bccii trisrible only iii part. 

SEC. 214. CREDITS AGAINST NET INCOME. 
In tlic case of n iionrcsltlwl iillcu Ilitllvlt1u:il tlie prrsonnl rrrinp- 

t b n  nllo\vccl by sectloli 25 (C; of this title rhnll he only $1,000. Tile 
credit for dt*pcntlcuts nllowed by swtlon 93 ((1) shnll uot be nllowed 
in the ciisc uf n iionrcsltlc.lit allen intllvltluel unless hc is n resident 
of n cuntibwous couutry. 

Airr. 1061. Credib to nonresident alien individual.-The personal 
exemption n l l o ~ c d  as a credit ngninst net income by section 29 ( c )  
sliall bc $1,000 in tlic case of a iionresitlent nlien individrinl irrespec- 
tive of his status. Tlie credit for clcpenilents providcd by section 
25 (a )  is nllowed to nonresident alicii iiidividunls only if they arc 
residents of Connda or Mexico. If the status of the tuxpnyer as to 
depcndents changes during tlie tnsuble year, the credit for dependents 
sliall bc cletcriniried as provided in article 2%. 

SEC. 215. ALLOWANCE OF DEDUCTIONS AND CREDITS. 
(a) Return to contain information.-A nonrcsldent iillen lndlvldunl 

clliull receive tho kncflt  of the deductions nnd credit8 nllowed to lilm 
hi tbls tltle only by 81111g or cuuslng to be flled wlth the collector n 
true nnd nccurnte returu of Iile tolnl income received froiu nll rsourccs 
In the Unlted Stntrs, in 1110 mnnncr prescribed In tbls tltlc; lncludlug 
tlrrcln nll Uie luformntion \vhlch the Cominlssloiier mny deem iieccs- 
snry for the calculation of ouch detluctJons nnd crc-dlts. 

(b) TO. withheld at roiirce.--'l'lie 1)ciieflt of the persoiial cremptlou 
nut1 credlt for depcndents. and of the raduccd rnte of tox provlclcd 
for lu section 211 (b), mny, in the dlscrellon of the Conimlssloncr nnd 
untler rcgulntlons prescribcd by liiin wlth 1110 npprovnl of the Secrctury, 
be rceelved by a nouresklcnt ullcn Iiidlvicluiil entitled thereto, by Illlug 
a clallu tliercfor wlth tile ~ v ~ t h l ~ o ~ d l l l g  iigwt. 

A IIT. 1071. Allowance of deductions and credits to nonresident alien 
individuals.-Unless a nonresidcnt iilicn individual sliall file, or cause- 
to be filed with the collector, n true und accrlrute rctririi yf iiicomc 
from soilrces within the United States, regardless of nmorint, the t n s  
shall bc collected oni.tlio basis of tlic gross itlcoiiie (not tlie net in- 
come) from sorirces within the I, iited Stutes, Where a nonresident 
alien lias various sourccs of income within I the United Stntes, so 
that froni any ono source or from nll sources coiiibiiied the nmoipt 
of income shall cull for the assessment of a kiirtns, and n rettirti of 
income shull not bo filed Ly liini or on liis boeirilf, tlie Commiuioner 
mill cause a return of inconie to be ~rincle and incltide therein the in- 
come of such nonresident alien froiii rill sources conccrniiig which 
lie lins information, and lie will nssess tile tiis tiad collect i t  froiii 0110 

or moiw of thc soiirccs of income of siicli iionrcsiilcnt alien within 

Art. 1071 8 216 
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the United Stntes, witliout nllo\~~ance for cltrdrictions or cretlits. Tlie 
benefit of the credits allowed qai i is t  net inconic for tlie piirposc! of 
the iiormal tax inny be claimetl by u. rionresitleut alien oiily i n  his 
individuul retam, except tlint the 1)crsonnl 'espliiptiofi (tint1 creclit 
for dependents in the cnse of II ivsi(lriit of ( ' I I I I I ~ ~ I I  nr Mexico) 
mny bc obtuiiied by filillg u clniiii thiwfor with tlir! witliholtling 
ngeiit ili accordrwce witli the provisioiis of articles 5G4 nut1 1072. 

AI~T. 1072. dllowance of personal exemption to nonreeident alien em- 
ployee.-A nonrcsident. rilien tnrnploye nitly cluirn the lancfit of tlie 
peisontrl exemption (sections 25 and 11-1) 1)y filing wit11 his cnildoyer 
Forin 1115 duly filled in nntl excrwtcd untlcr ontli. If the rlicii em- 
ployee is a resicleirt o f  Curiudn 01- Mexico, I I C  miiy rilso obtaiii the 
krirfit of the credit for ilqwndcnts (sections 25 and '214) r i a d  tile 
benefit of tlie wtliiretl riites of tux (wctibn 211 (b)) hy filing Form 
1115 with his employer. On tlie filing of rritrlr u clliiln the eniployer 
shall csuriiinc it. If o i i  siich csoiaiarit.inl1 it npIwni% that tlie clailll 
is in t h e  forni, tlint it cont:aius 110 htritmrilt which to the knowleclge 
of the eiiiployer is iiiitriie, thnt siich employee o n  the fuce of the 
claim is entitled to credit, und thlit such credit. has not yet h e n  ex- 
hausted, such cinployer i l ed  not until siicli credit is iii ftrct exlinastetl 
withliolcl nny tns froin payments of snlnry or wnges inude to H I I C I ~  
employec. Every employer witti W ~ I O I I I  clninis on Forni lllG n1.e 
filed by employees din11 pv.wrve N I I ( * I ~  chinis until the following 
enlenchr yeor, and shall their file thrill, nttnclied to his annual with- 
holding Irturn on Forin 1042, with the collector on or b f o r e  Mnrch 
15. III cwc, Iiowever, when the following cnlentlor year urriva s r d ~  
amployer hns no withholding to return, lie sliall forward all nic11 
claiins directly to (lie Corninimioner, with a letter of trtuisniittnl, on 
or bcfcre Muulvli 15. Wliere any tax is withheld the employer in  
O V Q ~ ~  iitstniicc slinll show on the p y  envelope or shall furnish solno 
other rnenloranduin sliowing tho name of tlie employec, the date, uncl 
the aniount withheld. This article applies only to poyiiients of com- 
pcnsntioii by an employer to an employee. (See furtlicr eection 148 
am1 articles 701-770.) 

SEC. 216. CREDITS AGAINST TAX. 
A iioiirenldwt tillen Iiallrldunl nhnll uwt be allowed the credits 

npiinst the tar for tuxen of forcigu coantrira cintl Imsnewlow of tile 
Unltrtl ltatrn nllornd by scctlon 131. 

SEC. 217. RETURNS. 
111 the caw of n iloiirewldcnt olleir iiidlvlduiil the wturu, lo ilea cri 

We tlme prcwrilwd In sectlon 68 (a) ( I ) ,  nlinll be made on or bcfnrc 
the nlteeiitli dny of the slrth mouth follo\vlnq the c l w  of the &el 
year, or. If the rctnru 18 mnde on the luictla of the cnlcl~clnr ymr, tlicu 
on or before the tlftrrntli clny of Juac. 
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