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240 INCOME TAX REGULATIONS

proceedings, are not required to render returns of income. In gen-
eral, statutory receivers and common law recejvers of all the property
or business of an individual or corporation must make returns. (Sce
also sections 147 and 148 (n) and articles 811+881.)

Arv. 745. Return for nonresident alien beneficiary.—Where a citizen
or resident fiduciary has the distribution of the income of a trust any
beneficiary of which is a nonresident alien, the fiduciary shall make
a return on Form 1040 B for such nonresident alien and pay any tax
shown thereon to be due. Unless such return is a true and accurate
return of the nonresident alien beneficiary’s income from all sources
within the United States, the benefits of the eredits and deductions
to which the beneficiary is entitled can not be oltained in the
return filed by the fiduciary. (See sections 215 and 251.) 1I1f the
beneficiary appoints a person in the United States to act as his
agent for the purpose of rendering incume 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 tax. In such a case
the fiduciary shall make a return on Form 1041 and attach thereto
a copy of the notice of appointment. 1f the sole beneficiary of an
estate or trust is a nonresident alien and Form 1040 B is filed by
the fiduciary, the filing of Form 1041 will not be required. If there
are two or more nonresident alien beneficiaries, the tiduciary shall
render a return on Form 1041 and also a return on Form 1040 B for
cach nonresident alien beneficiary. (See further article 1081.)

Arr. 746. Time for filing return upon death, or termination of trust.—
After his appointment and qualification, an executor or adminis-
trator may immediately file a return for the decedent without wait-
ing for the close of the taxable year. Upon the completion of the
administration of an estate and final accounting, an executor or
administrator 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 immedi-
ately- mako a return without waiting for the close of the taxable year.
Any income return requu'ed to be filed for a decedent, 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 durmg 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 installment thereof if payment is made under
the provisions of section 56 (b). The payment of the tax before the
-end of the taxable year in 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.)

Art. 746 § 142
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The domiciliary representative is required to include in the return
rendered by him as-such demiciliary 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 ba
filed with the collector for his district and b]mll show the name
and address of the domiciliary representativ e, the amount of gross
income received by the unmllmr) representative, and the deductions
to be claimed against such income, including any amount of income
properly paid or credited by the ancillary representative to any
legatee, heir, or other beneficiary. If the ancillary representative
for the estate of a nonresident alien is a citizen or resident of the
United States, and the domiciliary representative is a nonresident
alien, such ancillary representative 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 anV cave where bonds,
mortgages, or deeds of “trust, or otuer similar obligations of a
- corporation contain a contract or provision by which the obligor
agrees to pay any portion of the tax imposed by tlsis title upon the
obligee, or to reimburse thic obligee for any portion of the tax, or
to pay the interest without deduction for any ‘tax which the
obligor may be requircd or permitted to pay thereon, or to retain
therefrom under any law of the Unlied States, the oblizor shall
deduct and withhold a tax equal to 2 per centum of the interest
upon such bonds, mortgages, decds of trust, or other obligations,
whether such interest is payable annually or at shorter or longer
periods, if payable to an individual, a partnership, or a forelgn
corporation not engaged in trade or buslness within the United
‘ States and not having any office or place of bhusiness thercin's
Provided, That §f the Habllity 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) 8 per centum
In the case of a nonresident allen individual, or of any part-
nership not engagzed in trade or business within the United
States and not having any office or place of business therein
-ana composed in whole or in part of nonresident allens, (B)
183% vper centum in the case of such a foreign conk)rx\tlon, and
(C) 2 per centum in the case of other individuals and part-
nerships: Provided further, That if {he owners: of such obli-
gatlons are not known to the withholding agent the Commis-
sfoner may authorize snch deduction and withhelding to be at the
rate of 2 per centum, or, if the Habllity assumed by the obligor
» does not exceed 2 per centumm of the interest, then at the rate ot
8 per centum,
. (2) DENEFIT OF CREDITS AGAINST NET ncou:.——Such‘ deduction
and withholding shinll not be required in the case of # citizen or
‘e resident entitled to receive such intcrest, if he files with the with-

Art. 746 - _§143
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holding agent on or before February 1 a signed notice in writing
claiming the benefit of the credits provided In sectlon 25 (c) and
(d); nor in the case of a mnonresident allen indivigual if so
provided for in regulatlons prescribed by tlge Commissioner under
section 215, :

(3) INCOMB OF OBLIGOR AND opLicER—The obligor shall not be
allowed a deductlon for the payment of the tax imposed by this
title, or any other tax paid pursuant to f}the tax-free covenant
clause, nor shall such tax be included in tlﬁe gross income of the
ob’igee. i

(b) Nonresident aliens.—All persons, in wh‘n;tever capacity acting,
including lessees or mortgagors of real or personnl property, tiduciarics,
employers, and all officers and employees of the, United States, having
the control, receipt, custody, dispusal, or payment of lnterest ‘(except
interest on deposits with persona carrying on the banking business paid
to persons not engaged n business in the United States and not having
an office or place of business therein), rent, salarles, wages, premiums,
annuities, compensations, remunerntions. emoluments, or other fixed
or determinable annunl or pertodical gains, profits. and income, of any
nonresident alien Individual. or of any partncrship not éngaged In
trade or business within the United States amd not having any office
or p'ace of business thercin and composed in whole or in part of non-
restdent aliens, (other than Income received as dividends ot the clnss
allowed as a credit by section 25(n)) shall (except tn the cnses pro-
vided for in subsgection (a) of this scctlon and except as otherwise
provided in regulations prescribed by the Commissioner under sectlon
215) deduct and withhold from such annual or perlodicnl gnins, profits,
and fncome a tax equal to 8 per centun: thereof: Providcd; That the
Commissioner may authorize such tax to be deducted and withheld
feom the interest upon any securities the owners of which are not
known to the withholding agent.

(¢) Return and payment.—IEvery person required to deduct and with-
noid any tux under this section shall make return thereof on or before
march 15 of each year and shall en or before June 15, in lleu of the
tire prescribed in section 56, pay the tax to the official of the United
Btetea Government authorized to recelve it. Tvery such person is
hiereby made lable for such tax and ts hereby indemnified against the
cialms and demands of uny person for the amount of any payments
made In accordance with the provisions of this section.

(4) Income of recipient.—Income upon which any tax iy required to
be withheld at the source under this sectlon shall be included in the
return of the reciplent of such income, but any amount of tax go with-
held shall be credited against the amount of income tax as computed
in such return. _—

(e) Tax paid by recipient.—If any tax required under this section to
be deducred and withheld is paid by the recipient of the income, it
shall not be re-collected from the withholding agent: nor in cases in
which the tax is so paid shall any penalty be imposed upon or collected
from the recipient of the income or the withholding agent for fuilure to
return or pay the same, unless such fallure was fraudulent and for the
purpose of evading payment,

Art. 746 § 143
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(f) Refunds and oredits.—\Where there has been an overpnyment of
tax under this sectlon any refund or credit made under the provisions
of section 322 shall be made to thie withholding agent unless the amouut
of such tax was nctually withheld by the withholding agent.

' (g) Notwithstanding the provisions of subsections (a) and (b), the
deduction and withholding for any perfod prior to the date of the enact-
ment of this Act shall be at the rates of 12 per centum and 5 per cent-
um in lieu of the rates of 13%; per centum and 8 per centum prescribed -

+.- in such subsections.

Art. 761, Withholding tax at source.—Withholding of a tax of 8
per cent is required in the case of fixed or determinable annual or
periodical income paid to a nonresident alien or to a nonresident
partnership (sce article 1318) composed in whole or in part of non-
resident alien individuals, except (1) income from sources without
the United States, including interest on deposits with persons carry-
ing on the banking business paid to persons not enguged in business
in the United States and not having any office or place of business
therein, (2) dividends of a class allowed as a credit by scction 25 (a),
and (3) interest upon bonds ¢r other obligations of a corporation
containing u tax-free covenant. A tax of 8 per cent must be with-
held from interest on bonds or securities not containing a tax-free
covenant where the owner is unknown to the withholding agent,
éxcept where such interest represents income from sources without
the United States. For witholding purposes the benefit of the
reduced rates of normal tax imposed by seetion 211 (b) upon the com-
pensation of nonresident aliens who are residents of Canada or
Mexico may be procured only by filing claim therefor on Form 1115
as provided in article 1072. (See sectioms 119, 147, 212, 215, 281,
233, 251 (f), and 1111 (a) (7) and articles 671-634, 811-818, 1041,
1042, 1071, 1072, 1101, 1102, and 1134.) :

A tax of 1334 per cent is required to be withheld in the cnse of
fixed or determinable annual or periodical income (with the excep-
tions stated in the first paragraph of this article) paid to a nonresi-
dent foreign corporation (see article 1318). (See also scction 144
and article 781.) :

For withholding in the case of dividends distributed by a corpo-
ration organized under the China Trade Act, 1922, see articles 763
and 1154. .

Withholding of a tax of 2 per cent is required in the case of inter-
est paid to an individual or a partnership, whether resident or non-
resident (see article 1318), or to'a nonresident foreign corporation
tpon bonds or vther obligations of domestic corporations or résident
foreign corporations (see article 1318) containing a tux-free covenant,
except that if the liability assumed by the obligor in connection with

Art, 761 § 143
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such a covenant does not exceed 2 per cent of the interest, withholding
is required at the rate of 8 per cent in the case of a nonresident alien
or a nonresident partnership composed in whole or in part of non-
resident alien individuals, and at the rate of 1384 per cent in the case
of & nonresident foreign corporation. However, withholding is not
required in the case of interest payments on such bonds or obligations
of a domestic or resident foreign corporation qqallfymg under section
119 (a) (1) (B), if made to a nonresident ulien, to a partnership
composed in whole of nonresident aliens, or tq a nonres’'dent foreign

corporatxon A nonresident foreign cor pomtlon having a fiscal or-

paying agent in the United States is required to w1thhold a tax of 2
per cent upon the interest on its tax-free covenant bonds paid to a
citizen or resident of the United States or a partnership any member
of which is a citizen or resident. If the owner of bonds or other
ob’igations of a corporation containing a tax-free covenant is un-
known to the withholding agent a tax of 2 per cent must be withheld
from interest thereon unless the liability nssumed by the obligor
does not exceed 2 per cent of the interest, in whch case withholding
musk:be at the rate of 8 per cent.

Withholding of the tax in the case of income paid prior to thé
enactment of the Revenue Act of 1932 (5 p. m., castern standard
time, June 6, 1932) shall be at the rates of 5 per cent and 12 per cent
in lieu of the rates of 8 per cent and 1334 per cent provided in this
article,

Bonds issued under a trust deed containing a tax-free covenant
are treated as if they contained such a covenant. Where neither the
boinds nor the trust deeds given Ly thie obligor to sccure them contain
a tax-free covenant, supp'emental agreements executed by the obligor
corporation and the trustee containing a tax-free covenant which
mod:fy the original trust deeds to that extent are of the same effect
from the date of their proper execution as if they had been part of
the original deeds of trust, and the bonds from such date are subject
to the provisions of section 143 (a), provided appropriate authority
exists for the modification of the trust deeds in this manner. The
authority must be contained in the original trust deeds or actually
secured from the bondholders.

A debtor corporation having an issue of bonds or other gimilar
obligations which appoints a duly suthorized agent to act in its
behaif under the withholding provisions of the Act, is required-to
file notice of such appointment with the Commissioner of Internal
Revenue, Sorting Section, Washington, D. C., giving the nume and
address of the agent.

Art. 761 . § 143
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Where in connection with the sale of its property, payment of the
bonds or other obligations of a corporation is assumed by the assignee,
such assignee, whether an individual, partnership, or corporation,
must deduct and withhold such taxes as would be required to be
withheld by the assignor had no such sale or transfer been made.

A fiduciary is not required to withhold tax and render a with-
holding return with respect to income of a nonresident alien bene-
ﬁciary, as a complete return thereof will be included in Form 1040 B.
(See articles 745 and 768.)

In the case of corporate bonds or other obligations containing a
tux-free covenant, the corporation paying a Federal tax, or any
part of it, for some one else pursuant to its agreement is not entitled
to deduct such payment from gross income on any ground, nor shall
the tax so paid be included in the gross income of the bondholder.
'The amount of the tax may nevertheless be claimed by the bond-
holder as a credit against the total amount of tax due in accordance
with section 143 (d). In the case, however, of corporate bonds or

~obligations containing an' appropriate tax-free covenant, the cor-
poration paying for some one else, pursuant to its agreement, n State
tax or any tax other than a Federal tax may deduct such payment
us interest paid on indebtedness.

* ART. T62. Fixed or determinable annual or periodical income.—Only
:fixed or determinable annual or periodical income is subject to
withholding. The Act specifically. includes in such income, interest,
rent, salaries, wages, premiums, annuities, compensations, remunera-
tions, and emoluments. But other kinds of incume are inciuded,
ax, for inatance, royalties, '

Income is fixed when it is to be paid in amounts deﬁmtel) pre-
‘determined. Income is determinable whenever there is a basis of
calculation by which the amount to be paid may be ascertained. The

*income need not be paid annually if it is paid periodically; that is to
say, from time to time, whether or not nt regular intervals. That

* the length of time during which the payments are to be made may

""be increased or diminished in accordance with -some one’s will or
Huth the happening of an event does not make the payments any the
!'loss determinable or periodical. A salesman’ working by the menth
for'a commission on sales which is paid or credited monthly receives
"determinable periodical income. 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.
" Art. 763. Exemption from withholding.—Withholding from inter-

" ést on corpcrate bonds or other obligations containing a tax-free

Art. 763 ' ‘ 8 143
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.covenant shall not be required in the case of a citizen or ves1dent if
he fi.es with the withholding agent when presenting interest coupons
for payment, or not later than February 1 following the taxable yeai‘,
an ownership certificate on Form 1000 stating that his net income
doesnot exceed his personal exemption and other credits allowed by
section 25. (See articles 291-295.) To avoid inconvenience a resi-
dent alien should file a certificate of resxdeqce on Form 1078 with
withholding agents, who shall forward such tertificates to the Com-
missioner with a letter of transmittal. (See article 1026.) The
income of domestic corporations and of resident foreign corporations
is free from withholding. No withholding fj: dividends paid by a
corporation subject to taxation under Title Iis required unless the
dividends are treated as income from sources within the United
States under section 119 and are distributed by a corporation organ-
ized under the China Trade Act, 1422, to—

(a) A nonresident a.ien individual other than a resident of China
at the time of such distribution;

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

(¢) A nonresident foreign corporation (other than a corporation
resident in China).

In the case of (a¢) and (b) the rate of withholding applicable is
8 per cent in the case of distributions made ufter the enactment of
the Revenue Act of ‘032 (5 p. m., eastern standard time, June 6,
19382), and 5 per cent in the case of distributions made prior to that
time. In the case of (¢) the rate of withholding applicable is 1384
per cent in the case of distributions made after the enactment of the
Revenue Act of 1932 (5 p. m., eastern standard tlme, June 6, 1982),
and 12 per cent in the cage of distributions made prior to that time.
(Bee further sections 116'(f) and 261.)

Agrt. 764. Exemption certificates of monresident aliens.—When the
gross income of a nonresident alien, which is derived from sources
within the United States, does not exceed $6,000 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
filed 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 record thereof on the retained copies
of Form 1012 (see article 768) and forward the exemption certificates

Art. 764 : § 143
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with a letter of transmittal to the Commissioner of Internal Revenue,
Sorting Section, Washington, D. C., where they will be examined.
In 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 case 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 for 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 forwarded to the collector of internal reve-
nue as the basis for the acceptance of an amount of tax less than that
assessed. No portion of the tax 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 Fortm 1013 less the
amount of tax to be abated as shown by the letter to the withholding
agent must be paid to the collector on or before June 15. Where
Forms 1002 are received after the tax has been paid, the tax shown to
have been overpaid shall be credited or refunded as provided in
sections 143 (f) and 822,

The exemption certificate, Form 1002, properly executed, should be
filed with the withholding agent at any time after the close 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.

ARrr. 765, Ownership certificates for bond interest.—The owners (ex-
cept domestic and resident foreign corporations) of bonds or other
obligations containing a tax-free covenant, issued by a8 domestic cor-
poration, 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 an
ownership certificate for each issue of bonds, showing the name and
address of the debtor corporation, the name and address of the owner
of the bonds, a description of the obligations, the amount of interest
and its due date, the rate at which tax is to be withheld, and the date
upon which the interest coupons were presented for payment. How-
ever, ownership certificates need not be filed by a nonresident alien,
a partnership composed in whole of nonresident aliens, or a non-

Art. 765 § 143
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resadent foreigh corporation in connection with interest payments
on such bonds or similar obligations of a domestic or resideht
foreign corporation qualifying under section 110 (a) (1) (B) or of
a nonresident foreign corporation. In case of interest on corporate
bonds or similar obligations not containing 4 tax-free eovenant,
issued by a domestic or resident foreign f-orporatlon, other than a
corporation qnallfvmg under section £19 (a) (l) (B). ownership cer-
tificates are required if the owner of such bonds is a nonresident
ulien, a nonresident partnership composed in mvhole or in part of
nonresident aliens, or a nonresident foreign cor ﬂm ation. Ownership
certificates are required in the case of such bonds, whether or not
contmining a tax-free covenant, if the owner is unknown to the with-
holding agent. Ownership certificates need not be filed in the case
of interest payments on bonds or similar obligatmm of a State,
Territory, or any political subdivision thereof, or the District of
Columbia: or securities issued under the provisions of the Federal
Farm Loan Act. or under the provisions of such Act as amended;
or the obligations of the United States or its possessions.  (See sec-
tion 22 (b) (4) and articles 84-89.)  Ownership certificates are not
required to be filed in connection with interest payments on bonds
or similar obligations issued by an individual or a partnership,
whether or not such obligations contain a tax-free covenant.

When 1interest 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 that the owner ig a person who
is not reqaired to file an ownership certificate. the bnni shall regnire
of the payee a statement showing the name and address of the person
from whown the coupons were received by the payee, and alleging
that the owner of the bonds is unknown to the payee. Such stnte-
ment shall be forwarded to the Commissioner with the monthly
return on Forn 1012, The bank shall also require lhe payee to
prepare a certificate on IForm 1001 crossing out * owner ” and insert-
ing * payee ” and entering the ammount of the interest on Hne 3, and
chall stamp or write across the face of the certificate “ Statement
furnished.” addiug the name of the bank.

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

Arr. 766. Form of certificate for citizens or residents.—IFor the pur*
pose of article 765, Form 1000 shall be used by citizens or residents

Art. 765 § 143
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of the United States (individual or fiduciary), resident partnerships,
and nonresident partnerships all of the members of which are citi-
zens or residents, in connection with interest payments received on
bonds containing a tax-free covenant. If such bonds are issued by
a ‘nonresident 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. The amount of
interest received on such bonds shall be entered on line 2 of Form
1000, except that in the case of a citizen or resident the interest
should be entered on line 1 if the net income does not exceed the
personal exemption and other credits allowed by section 25. (See
article 763.)

* ART. 707. Form of certificate for nonresident aliens, nonresident foreign
corporations, and unknown owners.—I'or the purpose of article 763,
Form 1001 shall be used in connection with interest payments on
bonds, regardless of whether or not such bonds contain a tax-free
covenant, () by nonresident aliens (individual or fiduciary}), (b) by
nonresident partnerships composed in whole or in part of nonresident
aliens, (¢) by nonresident foreign corporations, and (d) where the
owner is unknown.

Arr. 708. Return and payment of tax withheld. ——-E\'ely thhholdmg
agent shall make on or before March 15 an annual return on Form
1018 of the tax withheld from interest on corporate bonds or other
obligations. This return should be filed with the collector for the
district in which the withholding agent is located. The withholding
agent shall also make a monthly return on FForm 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 mnonthly return. Such of the forms
as report interest from which the tax is to be withheld should be listed
on the monthly return. While the forms reporting 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. Where Form 1000 is modified to show the name and
address of a fiscal or paying agent in the United States (see article
760), Forms 1012 and 1013 should be likewise modified.

Every person required to deduct and withhold any tax from income
other than such bon_d interest shall make an annual return thercof to
the collector on or before March 15 on Form 1042, showing the amount
'of tax required to be withheld for each nonresident alien (individual

or fiduciary), nonresident partnership composed in whole or in part
‘of nonresident aliens, or nonresident foreign corporation to which

Art. 768 § 143


larry
Highlight

larry
Highlight

larry
Highlight

larry
Highlight


250 - INCOME TAX REGULATIONS

income other than bond interest was paid duringithe previous taxable
year. Form 1042 should be filed with the collector for the district
in which the withholding agent is located. In every case of both
classes the tax withheld must be paid on or before June 15 of each
year to the collector. For penalties and additions to the tax attaching
upon failure to make such returns or such pnvnﬁent see sections 145
and 291 and articles 791 and 1211, |

Art. 769. Ownership certificates in the case of| fiduciaries and joint
owners.—When 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. When bonds are owned jointly by twe
or more persons, a separate ownership certificate must be executed
in behalf of each of the owners. ;

ART. 770. Return of income from which tax was withheld.—The entire
amount of the income from which the tax was withheld shall be in-
cluded in gross income without deduction for such payment of the
tax. But any tax so withheld shall be credited aga'nst the total
tax us computed in the taxpayer’s return, 1f the tax is paid by
the recipient of the income or by the withholding agent it shall not
be re-collected from the other, regardless 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 payment is involved,

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

In the case of forelgn corporations subject to taxation under this
title not engaged in trade or business within the United States and
not having any office or place of business thereln, there shall be
deducted and withheld at the source In the same manpner and upon
the same items of tncome as {8 provided in sectipn 143 o tax equal to
12 per centum thereof in respect of ull payments of income tade be-
fore the cuactment of this Act, and equanl to 13% per centum thereof
in respect of all payments of inconie made after the enactment of thiy
Act, and such tax shall be returned and paid in the same muanner
and subject to the saimne conditions as provided in that section: Pro-
vided, That in the case of Interest described in subscction (a) of
that section (relating to tax-free covenunt bonds) the deduction and
withholding shall be at the rate specified in such subsection,

Art. 781. Withholding in the case of nonresident foreign corpora-
tions.—In general, with respect to payments to nonresident foreign
corporations (see article 1318) withholding is required of a tax of 2
per cent in the case of interest representing income from sources

Art. 781 § 144
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within the United States paid upon corporate bonds or other obli-
gations containing u tax-free covenant except that such withholding
is required at the rate of 133 per cent if the liability assumed by the
obligor does not exceed 2 per cent of the interest.” Withholding of
a tax of 133, per cent is also required in the case of payments of
other fixed or determinable annual or periodical income from sources
within the United States to nouresident foreign corporations, ex-
copt dividends paid by a corporation subject to taxation under
Title T other than dividends distributed by a corporation organized
under the China Trade Act, 1922, to a nonresident foreign corpora-
tion which is not a resident of China. In the case of income paid
prior to the enactinent of the Revenue Act of 1932 (5 p. m., eastern
standard time, June 6, 1932), withholding is required at the rate of
12 per cent in lieu of the rate of 1334 per cent provided in this
article. (See also section 143 and articles 761-770.)

As no withholding of tax on bond interest or other income is
required in the case of a resident foreign corporation (see article
1318), the person paying such income should be notified by u letter
from the corporation that it is not subject to the withholding pro-
visions of the Agt. The letter from the corporation shall contain
the address of its office or place of business in the United States, and
be signed by an officer of the corporation giving his official title.
Such letters of notification shall be immediately forwarded Ly the
recipients to the Commissioner of Internal Revenue, Sorting Section,
Washington, D. C., to be examined.

SEC. 145. PENALTIES.

{a) Any person vequlred under this Litle to pay any tax, or requived
by law or regulutions mmade under authority thercof to make o return,
keep any records, or supply any information, for the purposes of the
computation, asscssment, or collection of any tax imposed by this title,
who wiilfully fails tv pay such tax, make such return, keep such
records, or supply such information, at the time or times required by
law or regulutions, shall, In additlon to othier penalties provided by law,
be guilty of a misdemeanor and, upon conviction thereof, be flned not
more than $10,000, or imprisoned for not more than one year, or both,
together with the costs of prosecution.

} () Auy person requlred under this title to collect, account for, and

] pyy over any tux imposed by this title, who wilifully fails to collect or
truthfully account for and pay over such tax, and any person who will
tuhy attemms in any mabner to cvade or defeat any tax imposed by
thls tltlc or the payment thereof, shall, in addltion to other penaltics
pro\ided by law, be guilty of a fclony and, upon couviction thereof, be
fined not more than $10,000, or imprisoned for not rore than flve years,
or both, together with the costs of prosecution.

Avt.T8L - | §145
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intended departure. Upon payment of such obligations, or upon sat-
isfactory evidence that no tax is due and payable, the collector or
revenue agent in charge will issue a certificate of compliance to the
applicant. A properly executed certificate of ¢ompliance issued by
the collector or revenue agent in charge must be presented at the pier.
Aliens presenting themselves at the point of departure without such
certificates of compliance will be examined by internal revenue offi-
cers at that point, and such taxes as appear to be due and owing will
be collected, Citizens of the United States or of possessions of the
United States departing from the United Stateg will not be required
to procure certificates of compliance or to present any other evidence
of compliance with income tax obligations. '

If a taxpayer violates or attempts to violate the provisions of sec-
tion 146, there shall, in addition to all other penalties, be added as a
part of the tax 25 per cent of the tax or deficiency in the tax, together
with interest at the rate of 1 per cent a month from the time the tax
became due. ! |
SEC. 147. INFORMATION AT SOURCE.

(a) Payments of $1,000 or more.—All persons, in whatever capacity
acting, including lessces or mortgagors of real or personal property,
fiduclaries, nnd employers. making payment to another person, of
interest, rent, salaries, wages, premiums, annuitles, compensntions,
remuneraitions, emoluments, or other fixed or determinable galns,
profits, and Income (other than payments described In section 148
(a) or 149), of $1,000 or more !n any taxable year, or, in the case of
such payments made by the United States, the officers or employecs
of the United States having information as to such pnyments and
required to make returns 1o regard thereto by the rcgulations here-
Inafter provided for, shall render a true and accurate return to the
Commissioner, under such regulations and In such form and manner
and to suck extent as may be prescribed by him with the approval
of the Secretary, setting forth the amount of such gains, profits, and
iccome, and the name and address of the reclpient of such payment.

(b) Returns regardless of amount of payment.—Such returns may be
required, regnrdless of amounts, (1) In the case of pnyments of interest
upon bonds, morigages, deeds of trust, or other slmlilar obligntions of
corporations, and (2) in the cuse of collections of items (not payable
in the United States) of tuterest upon the bonds of foreign countries
and interest upon the bonds of and dividends from foreign corpora-
tions by persons undertaking as a matter of business or for profit
the collection of foreign payments of such intevest or dividends by
means of coupons, checks, or bills of exchunge.

(¢) Reciplent 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 dermand of the
person paying the income.

Art. 801 § 147
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(4) Obligations of United States.—The provislons of this section shall
not apply to the payment of intercst on obligations of the United
States. :

ARr, 811. Return of information as to payments of $1,000.—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 Commissioner for such year on or before February 15
of the following year, except as specified in articles 813-815. The
return shall be made in each case on Form 1099, accompanied by
transmittal Form 1096 showing the number of returns filed. The
street and number where the recipient of the payment lives should
be stated, if possible. Where no present uddress 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 periodical. (See article 762.)

" ART. 812. 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 totzl sum is made up of wages, salaries, com-
missions, or compensation in any other form, must be reported. (But
see article 813.) Heads of branch offices and subcontractors employ-
ing labor, who keep the only complete record of payments therefor,

- should file returns of information in regard to such payments directly

with the Commissioner. When both main office and branch office
have adequate records, the return should be filed by the main office.
(See article 53.) .

Art. 813. Cases where no return of information required.—Payments
6f the following character, although over $1,000, need not be re-
ported in returns of information on Form 1099: '

(¢) Payments of interest on obligations of the United States;

(5) Payments by a broker to his customers;

(¢} Payments of any type made to corporations; '

(d) Bills paid for merchandise, telegrams, telephone, freight,
storage, professional services, and similar charges;

(¢) Payments of rent made to real estate agents (but .the agent
must report payments to the landlord if the amount pald_durmg
the year was $1,000 or more to a single person, a partnership, or &
fiduciary, or $2,500 or more to a married per_son) ; ]

(f) Payments made by branches of business hou§es locnted' in
foreign countries to alien employees serving in foreign countries;

. (¢) Payments made by the United States Government to sailors
and soldiers and to its civilian employees;

(k) Salaries and profits paid or distributed by a partnership to
the individual partners; and

Art. 813 § 147
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(i) Payments of salaries, rents, royalties, interest (except bond
interest required to be reported on ownership certificates), and other
fixed or determinable income agsregating less than $2,500 made to a
married individual.

1f the marital status of the payce is unknown to the payor, or if
the marital status of the payee changed during the taxable year
(see article 2953), the payee will be considered a single person for
the purpose of filing a return of information on Form 1099.

AgT. 814. 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 certifi-
cates, when duly ﬁled shall constitute and be treated as returns of
information.

Awnr. 815. Return of information as to payments to other than citizens
or residents.—In the case of payments of fixed or determinable annual
or periodical income to nonresident aliens (mglwtdual or fiduciary),
to nonresident partnerships composed in whale or in part of non-
resident aliens, or to nonresident foreign coﬂporatlons (see nrticle
1318), the returns filed by withholding agents on Form 1042 shall
constitute and be treated as returns of information. (See sections
143 and 144 and articles 761-770 and 781.)

ARrr. 816, Foreign items.—The term “foreign-items,” as used in these
regulations, meuns any item of interest upon the bonds of a foreign
country or of a nonresident foreign corporation not having a fiscal or
paving agent in the United States, or any item of dividends upon the
stock of such corporation.

Art, 817. Return of information as to foreign items.—In the case of
“foreign items, an information return on l'orﬁ\ 1099 is required to
be filed by the bank or collecting ngent nccepting the items for col-
lection, if the foreign item is pmd to a 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 year to a single person, a partnenslnp, or
a fiduciary is $1,000 or more, or to a married person is $2,500 or
more. Such forms accompanied by Form 1096 should be forwarded
to the Commissioner of Internal Revenue, Sorting Section, Wash-
ington, D. C., on or before February 15 of each year. (See articles
811 and §13.) ‘

Arr. 818. Information as to actual owner.—When the person re-
ceiving a payment falling within the provisions of the Act for
information at the source is not the actual owner of the income re-
ceived, the name and address of the actual owner shall be furnished
upon demand of the individual, corporation, or partnership paying

Art. 818 § 147
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x

the incomie, and in default of n compliance with such demand the
payee becomes liable to the penalties provided. (See section 143.)
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
immediately execute Form 1087 to disclose the name and address of
the actual owner. Form 1087 shonld be filed with the Commissioner
of Internal Revenue, Sorting Section, Washington, D. C. Unless
such a disclosure is made, the record owner will be held ha\ble for any
tax based upon such dividends. (See article 831.)

The filing of Form 1087 ‘is not required (¢) where stocks are
registered in the name of a nomince for a fiduciary required to file
a return on Form 1041 in which the dividends from such stocks are
reported, and () where they are owned by a nonresident alien and
are registered in the name of a nominee deslgnutcd by a bank or trust

company which is required to file returns of i income for such non-

resident alien.

SEC. 148. INFORMATION BY CORPORATIONS.

. (a) Dividend payments.—Every corporation subject to the tax im-
posed by this title shall, when required by the Cummissioner, render
a correct return, duly verified under oa'h, of its payments of dividendy,
stating the name and nddress of each sharebolder, the number of shares
owned by him, rnd the :m- unt of dividends pald to him,

(b) Profits of taxable year deolared as dividends.—Therc shall Le
included in the return or appended theireto n statemment of such facts
as will enab'e the Commlissioner to determine the portion of the carn-
ings or profits of the corporation (incluling gains, profits. and income
not taxed) accumulated during the taxable year for which the return
is mnde. which have been distributed or ordered to be distribuied,
respectively, to its rharcholders during such year.

(¢) Acoumulated gains and profits.— When requested by tlie Comanis-
sioner, 6r any collecior, every corporation shall forward to him a correct
statement of accumulated guing and praofits and the names and ad-
dresses of the individunls or shareholders who would he entitled to the
same if divided or distributed, and of the amounts that wonld he Py
able to each.

4

Axrt. 831, Beturn of information as to payments of dividends.—
When directed by the Commiscioner, either specially or by general
regulation, cvery domestic or resident foreign corporation subject to
the tax imposed by Title I and every nonresident foreign corpora-
tion subject to such tax (see article 1318) having a fiseal or paying
agent in the United States shall render returns on Forms 1096 and
1099 of its payments of dividends and distributions to chareholders
for such period as may be specified, stating the name and address
of each sharcholder, the number and class of shares owned by hiwm,
the date and amount of each dividend paid him, and when the

Art. 831 8148
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from gross income the aggregate amount of premium deposits
returned to their, policyholders or retained for the pauyment of losses,
expenses, and reinsurance reserves. In determining the amount of
premium deposits retained by a mutual fire or mutual casualty
insurance company for the payment of losses, expenses, and rein-
surance reserves, it will be presumed that losses and expenses have
been paid out of earmngs und profits other than premiums to the
extent of such earnings and profits. If, however, any portion of such
amount is applied during the taxable year to the payment of losses,
cxpenses, or reinsurance reserves, for which a separate allowance is
taken, then such portion is not deductible; and if any portion of such
amount for which an allowance is taken is subsequently applied to
the payment of expenses, losses, or reinsurance reserves, then such
payment can not be separately deducted. The amount of premium
deposits retained for the payment of expenses and losses, and the
mnount of such ‘expenses .nd losses, may not Loth be deducted. A
company which invests part of the prenzium deposits so retained by
it in interest-bearing securities may nevertheless deduct such part,
but not the interest received on such securities. A mutpal fire insur-
ance company which has a guaranty capital is taxed like other mutual
fire insurance companies. A stock fire insurance company, operated
on the mutual plan to the cxtent of paying dividends to certain
classes of policyholders, may make a return on the same basis as a
mutual fire insurance company with respect to its business conducted
on the mutual plan.

Art. 1015. Returas of inrurance companies—Insurance companies
transacting business in the United States or deriving any income
from sources therein are required to file returns of income. The
return shall be on Form 1120, except that life insurance companies
shall make return on Form 1120 L. As an aid in auditing the
returns, wherever possible a copy of the report to the State insur-
ance department should be submitted with the return. Otherwise a
copy of Schedule D, parts 1, 3, and 4, of the report should be attached
to the return, showing the l'ederal btute, and municipal obligations
from which the interest omitted from gross income was derived, and
a copy of the complete report should be furmshid as soon as rendy
for filing.

SUPPLEMENT H—NONRESIDENT ALIEN INDIVIDUALS

SEC.211. NORMAL TAX.

(a) General rule.—In the case of a nonresldeni allen individual
who 18 not a resident of a contiguous country, the normal tax shall
be 8 per centum of the amount of the net income in excess of the
credits against net income allowed to such indlvlglua .

|

Art. 1015 § 211
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(b) Aliens resident in contiguous countries.—In the case of an nlien
. Indirvidugl resident in a contiguous country, the normal tex shall be
an amount equal to the sum of the following:
\ (1) 4 per centum of the amount by which the part of the net
v income attributable to wages, aalaries, professional fees, or other
1. amounts received as compensation for personal sevvices actually
. performed In the Unlted States, exceeds the personal exemptlon
and credit for dependents; but the amount taxable at such 4 per
cenlum rate shall not exceed $4,000; and
(2) 8 per centum of the amount of the net income in excess
of the sum of (A) the amount taxed under paragraph (1) of this
subsection plus (B) the total credits against net income allowed to
such indlvidual.
, (¢) In Meu of normal tax under seotion 11,—The tax imposed by
this section shail be in lieu of the normal tax impised by section 11.

Arr. 1021. Normal tax ir the case of nonresident alien individuals.—
In the case of nonresident alien individuals, residents of countries
other than Canada and Mexico, the normal tax is 8 per cent of the net
income in excess of the credits provided in sections 25 and 214, there
being no reduction i the rate upon any part of the net income subject
to tax. In the case of nonresident alien individuals, residents of Can-
ada or Mexico, the normal tax is (1) 4 per cent of that part of the
net income attributable to compensation for personal services actually
performed in the United States in excess of the personal exemption
and credit for dependents, but not in excess of $4,000, and (2) 8 per
cent of the amount of the net income in excess of the amount taxed at
4 per cent plus the total credits provided in sections 25 and 214.

Nonresident alien jndividuals are subject also to the surtax imposed
by section 12.  (See articies 21 and 22.)

Axr. 1022. Definition.—A “ nonresident alicn individual ” means an
individual—

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

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

An alien actunlly pxesent in the United States who 18 not s inere
transient or so;oumer is & resident of the United States for pur-

' poses of the income tax. Whether he is a transient or not is deter-

mined 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 jn the United “States and has no. definite intention

‘ap to his stay, he is a resident. One who comes to the United States

for a definite purpose which in its nature may be promptly accom-
plished is a transient; but if his purpose is of such a nature that
an estended stay may be necessary for its accomplishment, and to
that end the alien makes his ome temporarily in the United States,

Art. 1022 - §a11
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he becomes & resident, though it may be his intention at all times

to return to his domicile abroad when the purpose for which he
came has been consummated or abandoned. An alien whose stay in
the United States is limited to a definite period by the immigration
Inws is not a resident of the United States within the meaning of
this article.

ARrT. 1023. Alien seamen, when to be regarded as residents.—In order
to determine whether an alien seaman is a resident within the mean-
ing of the income tax law, it is necessary to decide whether the pre-
sumption of nonresidence is overcome by facts showing that he has
cstablished a residence in the territorial United States, which con-
sists of the States, the District of Columbia, and the Territories of
Hawaii and Alaska, and excludes other places. 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
States flag and engaged in foreign trade is not sufficient to-establish
residence in the United States, even though the vessel, while carry-
ing on foreign trade, touches at American ports. An alien seaman
may acquire an actual residence in the territorial United States
within the rules laid down in article 1024, 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 & sailors’ boarding house or hotel, but such a
claim shoull 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 showing 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 ncquired residence, because
the head tax is payable unless the alien who is entermg the country
is merely in transit through the country. w

ART. 1024. Proof of residence of alien.—The foll#)wing rules of evi-
dence shall govern in determining whether or npt an alien within
the United States has acquired residence therein Within the meaning
of the Act. An alien, by reason of his alienage, is presumed to be »
nonresident alien. Such presumption may be overcome—

(1) In the case of an alien who presents hlmself for determination
of tax liability prior to depnlture for his nam“e 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 lntenndn to become a citi-
zen of the Umted Statés under the naturalization laws, (b) proof
that the alien, at least six months prior to the date he so presents him-

Art. 1024 0 gall
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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 TUnited
States has been of such an extended nature as to constitute him a
resident ;

(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, (8) 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 seeks to overcome the presmmption
of nonresidence under (1) (¢) or (2) (¢), if the officer who examines
the alien is in doubt as to the facts, such officer may, to assist him
in determining the facts, require an affidavit or affidavits setting
forth the facts relicd upon, executed by some credible person or per-
sons, other than the alien and members of his family, who have
known the alien at least six months prior to the date of execution of
the affidavit or affidavits.

Art. 1025, Loss of residence by alien.—An alien who has acquired
residence in the United States retains his status as n 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 or a nonresjdent 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.

Anr. 1026. Duty of employer to determine status of alien employee.—
If wages are paid to aliens without withholding the tax, except as

. permitted in article 1072, the employer should be prepared to prove

the status of the alien as provided in the foregoing articles. 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 nced 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 withhold 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 compe-
tent evidence. The written statement of the alien employce 'may
ordinarily be relied upon by the employer as proof that the alien is
a resxdent of the United States.

o 'i.;,u.w Lot

‘Art. 1026 ' § 211
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SEC.212. GROSS INCOME.
(a) Qeneral rule.—In the case of a nonresident allen {ndividual
gross Income frcludes only the gross income from sources within the

United States.

(b) Ships under foreign flag.—The income of a nonresldent allen
individual which consists exelusively of earnings derived from the op-
eration of a ship ov ships documented under the laws of a forcign
country which grants an equivilent exemption to cltizens of the United
States nnd to corporations organized in the United States, shall not
be included in gross ineome and shall be exempt from taxation uidler

this title.

Art. 1041, Grors income of nonresident alien individuals.—In the caso
of nonresident alien individuals “gross income” means only the
gross income from sources within the Umted States, detex"nnnod under
the provisions of section 119. (See articles 671-684.) The items of
gross incon-a from sources without the United States and therefore
not taxable ro nonresident aliens are described in section 119 (c)
and article 677. As to who are nonresident alien individuals see
articles 1022--1026.

Art. 1042, Exclusion of earnings of foreign ships from gross income.—
So much of the income from sources within the United States of a
nonresident alien individual as consists of earnings derived from
the operation of a ship or ships documented under the laws of a
foreign country which grants an eqm\ulcnt exemption to citizens
of the United States nomesndont in such foreign country and to
corporutlom organized in the United States, shall not be included
in gross income. Foreign countries which eltL\er impose no incomo
tax, or, in imposing such tax, exempt from taxation so much of the
income of a citizen of the United States nonresident in such foreign
country and of a corporation organized in the United States as
consists of earnings derived fmm the operatjon of a ship or ships
documented under the laws of the United Stites are considered as
granting an equivalent excinption within the nh(-nnmrr of this article.

SEC.213. DEDUCTIONS. }

(a) General rule.—In the cuse of n nmmmlden; allen individnal the
deductions shall be allowed only if and to the \extent that they are
connected with income from sources within lhe United States; and
the proper apportionment and allocation of the d:T:uctlons with respect
to sources of income within and without the Unlted States shall be
determined as provided in section 119, under tules and regulations
preseribed by the Commissioner with the upprovtﬂ of the Secretary.

(b) Losses.—

(1) The deductton, for losses not connected with the trade or
business 1f incurred In transactions cntered Into for profit, allowed
by section 23 (e) (2) shall be allowed whqlher or not connected
with income from sources within the United States, but ouly If

Art. 1042 §213
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the profit, if such transnction had resulted ln a proflt, would be
taxable under this title.

(2) The deduction for losses of property not conmected with
the (rade or business if arising from certain casualtics or theft,
allowed by section 23 (c) (3), shall be allowed whether or not
connected with income from sources within the United States, but
only if the loss i3 of property within the United Stntes.

(6) Charitable, ete., contributions.——The so-called *“charitable con-
tribution " deduction allowed by section 23 (n) shall be allowed
whether -or not connected with income from sources within the United
States, but only us to contributious or gifts made to domestic corpora-
tions, or to community chests, funds, or foundutions, createdd in {he
United States, or to the vocational rchabilitation fund.

Arr. 1051. Deductions allowed nonresident alien individuals.—In the

‘case of a nonresident alien individual the deductions allowed by

section 28 for business expenses, interest, taxes, losses in trade, bad
debts, depreciation, and depletion are allo“ed only if and to the
extent that they are connected with income from sources within the
United States. (Sec also section 215 and article 1071.) In the case
of such taxpayers, however, (1) losses sustained during the taxable
year and not compensated for by insurance or otherwise, if incurred
in any transaction entered into for profit, though not cornected with
the trade or business, are deductible 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, are deductible only if the property was lo-
cated within the United States; and (8) contributions or gifts made
within the taxable year are deductible only if made to domestic
corporntlons or to community chests, funds, or foundations, created
in the United States of the type specified in section 23 (n) and
article 261, or to the vocational rehabilitation fund, subject to the
limitation provided in section 23 (n).

- Losses embraced under clause (2) of the preceding paragraph are
deductible in full from items of gross income specified as being
derived in full from sources within the United 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 States
under the provisions of article 682. Losses embraced under clause
(1) are deductible in full (as provided in article 680 or article 681)

‘when the profit from the transaction, if it had resulted in a profit,

would have been taxable in'full as income from sources within the
United States, but should be deducted under the provisions of article

Art. 1051 § 213
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682 when the profit from the transaction, if it had resulted in profit,
would have -been taxable only in part.

SEC. 214. CREDITS AGAINST NET INCOME, |
r € resident nlien fndividual the personal exemp-

tl(.-II:l ntllll«(;\\'(c‘::(i);,tso?:t;::l 25 (¢ of thls title sbhall be only $1.000. The

credit for dependents allowed by section 25 (d) shall uot be allowed

fn the case of a nonresident allen individual unless he is a resident

of a contiguous country.

Anr, 1061, Credits to nonresident alien ipdividual.—'l‘hg perfonnl
exemption allosved as a credit against net income by section 25 (c)
shall be $1,000 in the case of a nonresident alien lndlYldllnl irrespec-
tive of his status. The credit for dcp?ndf:n.ts provxdcd_by section
25 (d) is allowed to nonresident alien individuals only if they are
residents of Canada or Mexico. If the status of th'e taxpayer as to
dependents changes during the taxuble' year, the credit for dependents
shall be determined as provided in article 293.

SEC. 215S. ALLOWANCE OF DEDUCTIONS AND CREDITS.

(a) Return to contain information.—A nonresident alien indtvidual

shall receive the benefit of the deductions and credits allowed to him
in this title only by filling or causing to be filed with the collector a
true and accurate return of his total income veceived from all sources
in the United States, in the manner prescribed fn this title; including
therein all the information which the Comissioner may deem neces-
sary for the calculution of such deductions and credits.
* (b) Tax withheld at source.—The benefit of the personal exemptlon
and credit for dependents, and of the reduced rate of tax provided
for in section 211 (b), may, in the discretion of the Commissioner and
under regulatlons prescribed by him with the approval of the Secrctury,
be reeelved by a nounresident allen individunl entitled thereto,_by fillng
a clafm thercfor with the withholding agent.

Art. 1071. Allowance of deductions and credits to nonresident alien

individuale.—Unless a nonresident alien individual shall file, or cause-

to be filed with the collector, a true and accurate return of income
from sources within the United States, regardless of amount, the t'nx
shall be collected on-.the basis of the gross ipcome (not the nc.t in-
come) from sources within the 1. iited States, Wherg a nonresident
alien has various sources of income within:, the U‘mted States, so
that from any ono source or from all sources combined the amount
of income shall call for the assessment of a surtax, and a re'tm'-n of
income shall not be filed by him or on his behalf, the Com.nussml}er
will cause a return of income to be made and include lhen':m the in-
come of such nonresident alien from all sources concerning which
he has information, and he will assess the tax and ?()llect it frou} one
or more of the sources of income of such nonresident alien within

Art. 1071 ‘ § 215
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the United Statex, without allowance for deductions or credits. The
benefit of the credits allowed against net income for the purpose of
the normal tax may be claimed by a nonresident alien only in his
individual return, except that the personal ‘exemption (and credit
for dependents in the case of a resident of Canada or Mexico)
may be obtained by filing a claim therefor with the withholding
agent in accordance with the provisions of articles 764 and 1072,
ART. 1072, Allowance of personal exemption to nonresident alien em-
ployee.—A nonresident alien employee may cluim the benefit of the
personal exemption (sections 25 and 214) by filing with his employer
Form 1113 duly filled in and exceuted under onth, If the alicn em-
ployee is a resident of Canada or Mexico, he may also obtain the
benefit of the credit for dependents (sections 25 and 214) and the
benefit of the reduced rates of tax (section 211 (b)) by filing Form
1115 with his employer. On the filing of such a claim the employer
shall examince it. If on such examination it appears that the claim
is in due form, that it contains no statement which to the knowledge
of the employer is untrue, that such employee on the face of the
claim is entitled to credit, and that such credit has not yet been ex-
hausted, such einployer need not until such credit is in fact exhausted
withhold any tax from payments of salary or wages made to such
employee. Kvery employer with whom claims on Form 1115 are
filed by employees shall preserve such claims until the following
calendar year, and shall then file them, attached to his annual with-
holding return on Form 1042, with the collector on or b+fore March
15.  In case, however, when the following calendar yeay urrives such

employer has no withholding to return, he shall forward all such

claiins directly to the Commissioner, with a letter of transmittal, on
or befere March 15. Where any tax is withheld the employer in

_ every instance shall show on the pay envelope or shall furnish some

other memorandum showing the name of the employee, the date, and
the amount withheld. This article applies only to payments of com-

‘pensation by an employer to an employee. (See further section 143

and articles 761-770.)

SEC. 216. CREDITS AGAINST TAX.
A nonresident ulien Individual shall not be allowed the credits

~ aguinst the tax for taxes of foreign countries and possessions of the
United States allowed by section 181,

SEC. 217. RETURNS.

In the case of a nonresident allen individual the return, io lien of
the time prescribed in section 58 (a) (1), shall be made on or before
the fifteenth dny of the sixth month following the close of the fiscal
year, or, if the return is made on the basis of the ealendar year, then
on or before the fifteenth dny of Junc.

Art, 1072 § 217
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