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the fiduciary, the filing of Fomll 104t1)ew1}i1 not, be :ﬁzuﬁtiag t;l}lle;?
wo or more nonresident alien beneficiaries,
::zdter a return on Form 1041 and alsoSa r(}tm:}l ;nali‘:ix:ll; lg(ﬁ‘(i 1B) for
i i iary. ee further .
euc:n: OII)ZZS-I(? ex'l)!t;n?ehefr;rb:ill]:l?gc l,:'ez’m-n(upon death, or termination of
tmst.—.After .his appointment and qualification, an executor 9:;,:3;
ministrator may immediately file a return for the decedent: wi pout
waiting for the close of the taxable year. Uvpon t'he completlouto the
administration of an estate and final accounting, an efx:}c‘u oxta(;e
administrator may immediately file a return'o.f income of the (lassed
for the taxable year in which the admm]lstratmn was ¢ ,:edi:
Similarly, upon the termination .of a trust, thfa truste}:a Tuy l;n o
ately make a return withoutdwaitll)ngﬁios tfhe c;oc:)ee :efdt; n: c:::: r;:) g thé
Any income return required to be file tord. O e g
taxable year during which the decedent dies, o Jear in
i is closed or a trust terminated, is due on the
::;c};fm:hzst:lf?rd month following the closc? of the taxattl)lle tyt:}a;
during which the decedent dies, the estate 1s closed, ;r ® ,:e:t
is terminated, which date shall also be the dué date for gay ment
of the tax or the first installr:()mt ’fit;ereof if pzy(:rfle&te 1;:1;6 :0;-13 dr
isi tion 56 . he paymen bet
21::112);0321::;?1:‘;“ unde(r such c.ir'cumst,ances does not r((eilleve t_f:::
taxpayer from liability for any addltx'onal tax foun;i to be due up
income of the taxable year. (See sections 57 anq 21 3 -
The domiciliary representative is required to {ncluhe mt. return
rendered by him as such domiciliary representative the ;n t::'e ble ome
of the estate. Consequently the only return reqU}r; o e el
by the ancillary representative is on Form 1041, wh}:c sha  fled
with the collector for his district ar‘nd shall show t efname aiI:l ! ad
dress of the domiciliary representative, the amoum:dod gl;(?ss come
received by the ancillary rep'res;an(?tlve,n ;n;imzl::l A ::f lil;:lcl(:);z oy
i i h income, including a
zlﬁ;m;;lit;g(:rtl:isliltced by the’ancillary x:epresentutive to any lfegatti:a,
heir, or other beneficiary. If the .a{lclllary rePresent;tltvl'le I(;; ite:;
eata;e of 8 nonresident alien is a citizen or ‘resxdent o he ) Dnitec
States, and the domiciliary repmse.nt.atlve is a nonresiden ath ,-:
such a.,ncillary representative is required to .render the return othe
wise required of the domiciliary representative.
" SEC. 143. WITHHOLDING OF TAX AT SOURCE.

® T:;JI::;::::; Z:n‘:.xmuonmno.——ln any case where bonds,
mortgages, or deeds of trust, or other gimilar obligations of a co:
poration, 1ssued before January 1, 1884, contalin a contract t«: ;:ra -
vision by which the obligor agrees to pay any portion of the
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imposed by thig title upon the obligee, or to reimburse the obligee
for any portion of the tax, or to pay the interest without deduction
for any tax which the obligor may be required or permitted to pay
thereon, or to retain therefrom under any law of the United States,
the obligor shall deduct and withhold a tax equal to 2 per centum
of the interest upon such bonds, mortgages, deeds of trust, or other
obligations, whether such interest is payable annually or at shorter
or longer periods, if payable to an individual, a partnership, or a
foreign corporation not engaged in trade or business within the
United States and not having any office or place of business
thereln: Provided, That if the lability 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) 4 per centum
in the case of a nonresident alien individual, or of any partnership
not engaged in trade or business within the United States and not
having any office or place of business therein and composed in
whole or in part of nonresident aliens, (B) 13% per centum in the
case of such a forelgn corporation, and (C) 2 per centum in the
case of other individuals and partnerships: Provided Twrther,
That if the owners of such obligations are not known to the with-
holding agent the Commissioner may authorize such deduction and
withholding to be at the rate of 2 per centum, or, if the liability
assumed by the obligor does not exceed 2 per centum of the inter-
est, then at the rate of 4 per centum.

(2) BENEFIT OF CREDITS AGAINST NET INCOME.—Such deduction
and withholding shall not be required in the case of a citizen or
resident entitled to recelve such interest, if he files with the with-
holding agent on or before February 1 a signed notice in writlng
claiming the benefit of the credits provided in sectlon 25 (b);
nor in the case of & nonresident alien individual if so provided for
in regulations prescribed by the Commissioner under gection 214.

(8) INCOME OF OBLIGOR AND OBLIGEK.—The obligor shall not be
allowed a deduction for the payment of the tax imposed by this
title, or any other tax paid pursuant to the tax-free covenant clause,
nor ghall such tax be included in the groes income of the obligee.

(b) Nonresident alfens.—All persons, in whatever capacity acting,
Including lessees or mortgagors of real or personal property, fiduciaries,
employers, and all officers and employees of the United States, having
the control, receipt, custody, disposal, or payment of interest (except
interest on deposits with persons carrying on the banking business paid
to persons not engaged in business in the United States and not having
an office or place of business therein), rent, salaries, wages, premiums,
annuities, compensations, remunerations, emoluments, or other fixed
or determinable annual or periodical gains, profits, and income, of any
nonresident aliep Individual, or of any partnership not engaged in trade
or businegs within the United States and not having any office or place
of business therein and composed in whole or In part of nonresident
allens, (other than income received as dividends of the class allowed as
a credit by section 25(a)) shall (except in the cases provided for in
subsection (&) of this gection and except as otherwise provided 1n regu-
lations prescribed by the Commissioner under section 214) deduct and
withhold from such annual or periodical gains, profits, and income a tax
equal to 4 per centum thereof: Provided, That the Commissioner may
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authorize such tax to be deducted and withheld from the lnter;;t l\(xi;:;n
. any securities the owners of which are not known to the withho! g
n -
agfc;.neturn and payment.—Every person req:llred ut:; :le(:)(:u;:; l:)l:.d b;v;(:ll')e
hall make return
hold any tax under this section 8 o e the
v d hall on or before June 15, in
March 15 of each yeur and 8 L
g the tax to the officlul of the
time prescribed in section 56, pay [ the Onte
to receive it. Every such I
States Government authorized raon, 18
by indemnified agains
made liable for such thx and is here
lclle:fz::’ hnd demands of any person for the amount of any payments
made in accordance with the provisions of this sectlon. , dired
(d) Income of recipient.—Income upon which any tux is ne«l] .
to be withheld at the source under this section shall be lntcltuded :v b
t of tux so -
he recipient of such income, but any amoun
ll.xee';:;r:h(;flltb: cre;lted agalnst the amount of income tax as computed

h return. '
" (ﬂeu)c Tax paid by recipient.—If any tax required under this section to

be deducted and withheld is paid by the recipient of the income, it shql;
not be re-collected from the withholding agent; nor in cases In wh.lc
the tax is so paid ghall any penalty be imposed upon otr ::olle:t;(:l :; 0:1(1)
ithholding agent for fa
ecipient of the income or the w
:lel:u:n os pay the same, unless such fuilure was fraudulent and for the

ing payment.
pug))%;:;z:;fdng sr:,dltl.—Where there has Leen an overpaymﬁ:lt ::
tax under this section any refund or credit made undel: the provisio "
¢ section 322 shall be made to the withholding agent unless the amour
gf such tax was actually withheld by the withholding agent.

Arr. 143-1. Withholding tax at source.—ga) W?Ethho.ldmg n gen;
eral —Withholding of a tax of 4 per. cent is .requlred in the case o
fixed or determinable annual or periodical income pald' tlo ;O;m:-
resident alien or to a nonresident pa.rtnershl.p (-see. a'l(‘ltlc le - )t
composed in whole or in part of nonresu'ient alien u}dnn uals, except
(1) income from sources without the United _Statfas, mclu'dmg lnt,_edre:O
on deposits with persons carrying on the_ banking busmesst[;:n :
persons not engaged in business in the .Umted St.nt.es and ncf) avlulg
any office or place of business therein, (2) .dlvxdends 0 ba ; as
allowed as a credit by section 25 (a), aqd.(B) interest upon ont 8 o(tl'
other obligations of a corporation eontaining a tax-free covengrtlh ]:l;d
issued before January 1, 1934. A tax of 4 per .ce-nt must be withhe
from interest on bonds or securities not containing a tax-freeJcoye-
nant, or containing a tax-free covenant and issued on or a.ft,er ami-
ary 1, 1934, if the owner is unknowp to th«; .w1tl;2$‘((i:$gw?§le:u;

such interest represents income from
izzegniv't:l; l‘él)t;at,es. (See sections 119, 147, 214, 231, 233, 251 (f), and
Sok(gx (Zf) .]).8% per cent is required to be _withheld i.n the case of
fixed or determinable annual or periodical income (vath the excep-
.tions stated in the first paragraph of this article) paid to a.nonlt‘ﬁn‘-
dent foreign corporation (see article 801-8). (See also section 144.
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A fiduciary is not required to withhold tax and render a withhold-
ing return with respect to income of & nonresident alien beneficiary,
as a complete return thereof will be included in Form 1040B, (See
articles 142-5 and 143-8.) Bond interest paid to a nonresident alien
fiduciary is subject to withholding even though the beneficiaries of
income are citizens of residents of the United States.

A debtor corporation having an issue of bonds or other similar
obligations which appoints a duly. authorized agent to act in itg
behalf 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 name and
address of the agent.

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

For withholding in the case of dividends distributed by a corpo-
ration organized under the China Trade Act, 1922, see articles 143-3
and 2614,

(8) Taw-free covenant bonds issued before January 1, 1934.—~-The
withholding provisions of section 143 (8) (1) are applicable only to
bonds, mortgages, or deeds of trust, or other similar obligations of
a corporation which were issued before J anuary 1, 1934, and which
contain a tux-free covenant. For the purpose of section 143 (a) (1),
bonds, mortgages, or deeds of trust, or other similar obligations of
a corporation are issued when delivered. If a broker or other
person acts as selling agent of the obligor, the obligation is issued
when delivered by the agent to the purchaser. If a broker or other
person purchases the obligation outright for the purpose of holding
or reselling it, the obligation is issued when delivered to such broker
or other person.

In order that the date of issue of bonds, mortgages, or deeds of
trust, or other similar obligations of corporations, containing a tax-
free covenant may be readily determined by the owner, for the pur-
pose of preparing the ownership certificates required under articles
143-1 to 143-11 the “issuing ” or debtor corporation shall indicate,
by an appropriate notation, the date of issue or use the phrase,
“Issued on or after January 1, 1934, on each such obligation issued
after August 4, 1934, or in a statement accompanying the delivery
of such obligation.

Withholding of a tax of 2 per cent is required in the case of
interest paid to an individual or a partnership, whether resident or

nonresident (see article 801-8), or to a nonresident foreign corpora-
04750°—35——19
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tion upon bonds or other obligations of domestic corporations or
resident foreign corporations (see article 801-8) containing a tax-free
covenant and issued before January 1, 1934, except that if the lia-
bility assumed by the obligor in connection with such a covenant
does not exceed 2 per cent of the interest, withholding is required
at the rate of 4 per cent in the case of a nonresident alien or a non-
resident partnership composed in whole or in part of nonresident
alien individuals, and at the rate of 1334 per cent in the case of
a nonresident foreign corporation. However, withholding is not
required in the case of interest payments on such bonds or obligations
of 8 domestic or resident foreign corporation qualifying under sec-
tion 119 (a) (1) (B), if made to a nonresident alien, to & partnership
composed in whole of nonresident aliens, or to a nonresident foreign
corporation. A nonresident foreign corporation having a fiscal or
paying agent in the United States is required to withhold a tax of 2
per cent upon the interest on its tax-free covenant bonds, issued
before January 1, 1934, 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 obligations of a corporation con-
taining a tax-free covenant, which was issued before January 1,
1934, is unknown to the withholding agent a tax of 2 per cent must
be withheld from interest thereon unless the liability assumed by
the obligor does not exceed 2 per cent of the interest, in which
case withholding must be at the rate of 4 per cent.

Bonds issued under a trust deed containing a tax-free covenant
are treated as if they contained such a covenant. If neither the
bonds nor the trust deeds given by the obligor to secure them contain
a tax-free covenant, supplemental agreements executed by the obligor
corporation and the trustee containing a tax-free covenant which
modify 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. ;

In the case of corporate bonds or other obligations containing a
tax-free covenant, issued before January 1, 1934, 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 never-
theless be claimed by the bondholder as a credit against the total
amount of tax due in accordance with section 143 (d). In the case,
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ho?vever, of corporate bonds or obligations containing an tfppro-
priate tax-fx:ee covenant, the corporation paying for some one else
pursuant to its agreement, a State tax or amy tax other than a Fed-,'
eral tax may deduct such payment as interest paid on indebtedness
(c? .Wzthholdz'ng under Revenue Act of 1932 —The withholding-
provisions qf section 143 of the Revenue Act of 1984 (which are
merely administrative provisions providing for the collection at the
source of the tax imposed under other sections of the Act) are
not ret.roactive, since withholding can take place only when payment
. of».the income ismade. Withholding of the tax in the case of income
paid prior to the enactment of the Revenue Act of 1934 (1140 a. m
eastae?n standard time, May 10, 1934) shall be at the rate of 8'pe;"
cent in lieu of the rate of 4 per cent provided in this article. As to
,;r:st_hlolds of securing refunds for excess tax withheld, see article
Agr. 143-2. Fixed or determinable annual or periodical income.—On)
ﬁxed' or determinable annual or periodical income is subject to withY
holding. .The Act specifically includes in such income, interest.
::e:t, sal::ir;gs, vivages, premiums, annuities, compensé.tions, ;emunera-,
lons, and emoluments. But o i i ]
o et oents ther kinds of income are included, as,
Income is fixed when it is to be paid in amoun i '
determifxed. Income is determinabllc)s whenever th:ied(if l:t;?;if r:f-
f:alculatlon by which the amount to be paid may be ascertained. The
income neeq not be paid annually if it is paid periodically; tha.t is to
say, from time to time, whether or not at regular interv:sls That
the-length of time during which the payments are to be ma.de ma
bt? increased or diminished in accordance with some one’s will o{'
with the happening of an event does not make the payments any the
less 'determi'na.ble or periodical. A salesman working by the month
for a commission on sales which is paid or credited monthly receives
fletermmame 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. ’
Agr. 143-3. Exemption from withbolding.—Withholding from in-
terest on corporate bonds or other obligations issued prior to Janua
1, 1934, con.taining a tax-free covenant shall not be required in tz
case of a citizen or resident if he files with the withholding agent
when presenting interest coupons for payment, or not later than
February 1 following the taxable year, an ownership certificate on
Form 1000 stating that his net income does not exceed his personal
exemption and credit for dependents allowed by section 2590 (See
articles 25-1 to 25-7.) To avoid inconvenience a resident aliezi should


larry
Highlight

larry
Highlight

larry
Highlight

larry
Highlight

larry
Highlight


262

glo a certificate of residence on Form 1078 with withholding agents,
who shall forward such certificates to the Commissioner with a letter
of transmittal. (See article 211-5.) The income of domestic cor-
porations and of resident foreign corporations is free from with-
holding. No withholding from dividends paid by a corporation sub-
ject to taxation under Title I is required unless the dividends are
treated as income from sources within the United States under sec-
tion 119 and are distributed by a corporation organized under the
China Trade Act, 1922, to— : -

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

(8) 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
4 per cent in the case of distributions made after the enactment of
the Revenue Act of 1934 (11440 a. m., eastern standard time, May 10,
1934), and 8 per cent in the case of distributions made prior to that
time. In the case of (c) the rate of withholding applicable is 1334

" per cent. (See further sections 116 (f) and 261.)

Arr. 143-4. Exemption certificates of nonresident aliens.—If the
gross income of a nonresident alien, which is derived from sources
within the United States, does not exceed $5,000 and, exclusive of
dividends of the class allowed as a credit by section 25 (a), is not in

excess of the personal exemption of $1,000 (and the credit for de-

pendents in the case of a resident of Canada or Mexico), an exemption
certificate, Form 1002, may be executed and filed with the withhold-
ing agent, if any part of such gross income is derived from interest
upon bonds or similar obligations of a corporation, 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 copiea
of Form 1012 (see article 143-8) and forward the exemption certifi-
cates 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 bond-
holder from sources within the United States is found to exceed
$5,000, or, exclusive 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 and such credit will be disallowed. A letter con-
taining a list of the exemption certificates covering the claims dis-
allowed and stating the reason for their disallowance will be mailed

263

to the withholding agent. This letter will also state the po‘rtion of
the total tax assessed against the withholding agent on the basis of
the annual return on Form 1013 (see article 143-8) to be abated by
reason of the exemption certificates covering the ¢laims allowed. A
copy of the letter to the withholding agent will be forwarded to the
collector of internal revenue as the basis for the acceptance of an
amount of tax less than that assessed. No portion of the tax with-
beld 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 Form 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. If 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 322.

The exemption certificate, Form 1002, properly executed, should be
filed with the withholding agent at any time after the close of the
ca'lendar 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 143-5 and 143-7.

As to allowance of personal exemption to nonresident alien em-
ployees, see article 2142,

.Am'. 143-5. Ownership certificates for bond interest.—In accordance
v;txth the provisions of section 147 (b), citizens and residlent indi-
viduals and fiduciaries, resident partnerships and nonresident part-
ners.hips all of the members of which are citizens or residents
owning bonds, mortgages, or deeds of trust, or other similar obliga-’
tions issued by a domestic corporation, a resident foreign corpora-
tlon-, ora nonresident foreign corporation having a fiscal agent or a
paying agent in the United States, when presenting interest coupons
for. payment shall file ownership certificates for each issue of such
obligations regardless of the amount of the coupons.

) In the case of interest payments on overdue coupon bonds, the -
interest coupons of which have been exhausted, ownership certiﬁ’cates
are reqllnred to be filed when collecting the interest in the same man-
ner as if interest coupons were presented for collection.

In all cases where the owner of bonds, mortgages, or deeds of trust
or ot:,hc_ar similar obligations of a corporation is a nonresident alier;
(1n.dlv1dual or fiduciary), nonresident partnership composed in whole
or in part of nonresident aliens, nonresident foreign corporation, or
where the owner is unknown, an ownership certificate for each is;sue
of such obligations shall be filed when interest coupons for any
amount are presented for payment. The ownership certificate is re-
quired whether or not the obligation contains a tax-free covenant.
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However, ownership certificates need not be filed by a nonresident
alien, a partnership composed in whole of nonresident aliens, or a
nonresident foreign corporation in connection with interest payments
on such bonds, mortgages, or deeds of trust or other similar obliga-
tions of a domestic or resident foreign corporation quahfymg under
section 119 (a) (1) (B), or of a nonresident foreign corporation.

The ownership certificate shall show the name and address of the
debtor corporation, the name and address of the owner of the obliga-
tions, 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.

Ownership certificates need not be filed in the case of interest pay-
ments on obligations of a State, Territory, or any political sub-
division thereof, or the District of Columbia; or obligations of a
corporation organized under Act of Congress, if such corporation is
an instrumentality of the United States; or the obligations of the
United States or its possessions. (See section 22 (b) (4).) Owner-
ship certificates are not required to be filed in connection with interest
payments on bonds, mortgages, or deeds of trust, or other similar
obligations issued by an individual or a partnership. Ownership
certificates are not required where the owner is a domestic corpora-
tion, a resident foreign corporation, or a foreign government.

‘When interest coupons detached from 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 is a person who
is not required to file an ownership certificate, the bank shall require
of the payee a statement showing the name and address of the person
from whom the coupons were received by the payee, and alleging
that the owner of the bonds is unknown to the payee. Such state-
ment shall be forwarded to the Commissioner with the monthly re-
turn on Form 1012. The bank shall also require the payee to pre-
pare a,certificate on Form 1001, crossing out * owner ” and inserting
“ payee " and entering the amount of the interest on line 8, and shall
stamp or write across the face of the certificate “Statement fur-
nished,” adding the name of the bank.

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

Axr. 143-6. Form of certificate for citizens or residents.—For the
purpose of article 148-5, Form 1000 shall be used in preparing owner-
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ship certificates of citizens or residents of the United States (indi-
vidual or fiduciary), resident partnerships, and nonresident partner-
ships all of the members of which are citizens or residents. If the
obligations 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.

Arr. 143-7. Form of certificate for nonresident aliens, nonresident
foreign corporations, and unknown owners.—For the purpose of article
143-5, Form 1001 shall be used in preparing ownership certificates
{a) of nonresident aliens (individual or fiduciary), (b) of nonresi-
dent partnerships composed in whole or in part of nonresident aliens,
(¢) of nonresident foreign corporations, and (d) where the owner is
unknown,

Agrt, 143-8. Return and payment of tax withheld. —Every withhold-
ing agent shall make on or before March 15 an annual return on
Form 1013 of the tax withheld from interest on corporate bonds or
other obligations. This return should be filed with the collector for
the district in which the withholding agent is located. The with-
holding agent shall also make a monthly return on Form 1012 on or
before the 20th day of the month following that for which the return
is made. The ownership certificates, Forms 1000 and 1001, must be
forwarded to the Commissioner with the monthly return. Such of
the forms as report interest from which the tax is to be 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. If Form 1000 is modified to show the name
and address of a fiscal or paying agent in the United States (see
article 143-6), Forms 1012 and 1013 should be likewise modified.

Every person required to deduct and withhold any tax from in-
come other than such bond interest shall make an annual return
thereof to the collector on or before March 15 on Form 1042, show-
ing 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 income other than bond interest was paid
during the previous taxable year. Form 1042 should be filed with
the collector for the district in which the 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. TFor penal-
ties and additions to the tax attaching upon failure to make such

~ returns or such payment, see sections 145 and 291,
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If a debtor corporation has designated a bank to act for it as
withholding agent, and the bank has not collected any tax from the
bondholders nor received any funds from the debtor corporation to
pay the tax which the debtor corporation assumed in connection with
its tax-free covenant bonds, the bank can not be held liable for the
tax merely by reason of its appointment as withholding agent. If
& duly authorized withholding agent has become insolvent or for
any other reason fails to make payment to the collector of internal
revenue of money deposited with it by the debtor corporation to pay
taxes, or money withheld from bondholders, the debtor corporation
is not discharged of its liability under section 143 (a) (1), since the
withholding agent is merely the agent of the debtor corporation.

Agr, 143-9. Ownership certificates in the case of fiduciaries and joint
owners,—If fiduciaries have the control and custody of more than
one estate or trust, and such estates and trusts have as assets bonds
of corporations and other securities, a certificate of ownership shall
be executed for each estate or trust, regardless of the fact that the
bonds are of the same issue. If bonds are owned jointly by two
or more persons, a separate ownership certificate must be executed
in behalf of each of the owners. ‘

ARrt. 143-10. Return of income from which tax was withheld.—The
entire amount of the income from which the tax was withheld shall
be included in gross income without deduction for such payment of
the tax. But any tax so withheld shall be credited against the total
tax as computed in the taxpayer’s return. If the tax is paid by the
recipient of the income or by the withholding agent it shall not
be re-collected from the other, regirdless 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 pur-
pose to evade payment is involved.

Apgr. 143-11. Release and refund of excess tax withheld.—The por-
tion of the tax withheld from interest on bonds, mortgages, or deeds
of trust, or similar obligations of corporations paid on or after Janu-
ary 1, 1934, and before 11.40 a. m., eastern standard time, May 10,
1934, under the Revenue Act of 1932 which is in excess of the tax
required to be withheld under the Revenue Act of 1934 shall be
retained by the withholding agent and reported on annual withhold-
ing return, Form 1013, for 1934, which shall be filed on or before
March 15, 1935, and the tax shall be paid over to the appropriate
collector of internal revenue on or before June 15, 1935, except in
those cases where by reason of the approval of exemption certificates,
Form 1002, filed by the owners, the corporation is authorized to
release the tax to the owners.
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The portion of the tax withheld on other classes of income paid
on or after January 1, 1934, and before 11.40 a. m., eastern standard
time, May 10, 1934, under the Revenue Act of 1932, which is in excess
of the tax required to be withheld under the Revenue Act of 1934,
shall be retained by the withholding agent and reported on the
annual withholding return, Form 1042, which shall be filed on or
before March 15, 1935, and the tax shall be paid to the collector of

_ internal revenue on or before June 15, 1935, except in those cases

where an alien employee files with his employer a properly executed
claim on Form 1115. Upon receipt of Form 1115 for 1934 by an
employer, or if such a form has already been received, the employer
may release and pay over to the employee or his proper representa-
tive the excess tax withheld from compensation for labor or services
performed in the United States.

In those cases where the payee from whom tax has been withheld
is not eligible to file an exemption certificate on Form 1002, or a
claim on Form 1115, refund of any excess tax withheld shall be made
only by the Bureau of Internal Revenue. Such payee may file a
claim for refund on Form 843 accompanied by an individual income
tax return on Form 1040 B.

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

In the case of foreigin 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 therein, there shall be de-
ducted and withheld at the source in the same manner and upon the
same Items of income as is provided in section 143 a tax equal to
133, per centum, and such tax shall be returned and paid in the same
manner and subject to the same conditions as provided in that section:
Provided, That in the case of interest described in subsection (a) of
that section (relating to tax-free covenant bonds) the deduction and
withholding shall be at the rate specified in such subsection.

ART. 144-1. Withholding in the case of nonresident foreign corpera-
tions,.—In general, with respect to payments to nonresident foreign
corporations (see article 801-8) withholding is required of a tax of 2
per cent in the case of interest representing income from sources
within the United States paid upon corporate bonds or other obli-
gations containing a tax-free covenant, issued before January 1,
1934, except that such withholding is required at the rate of 1334
per cent if the liability assumed by the obligor does not exceed 2
per cent of the interest. Withholding of a tax of 1834 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 nonresident foreign corporations, except dividends paid by a cor-
poration subject to taxation under Title I other than dividends dis-
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written guaranty on the prescribed Form 1040D, with guarantor,
acceptable to the Commissioner. A certificate of compliance is at-
tached to and made a part of Form 1040D.

SEC. 147. INFORMATION AT SOURCE.

(a) Payments of $1,000 or more.—All persons, in whatever capacity
acting, including lessees or mortgagors of real or personal property,
fiduciaries, and employers, making payment to another person, of
interest, rent, salaries, wages, premiums, annuities, compensations,
remunerations, emoluments, or other fixed or determinable gains, profits,
and income (other than payments described in section 148(a) or 149),
of $1,000 or more in any taxable year, or, in the case of such payments
made by the United States, the officers or employees of the United
States having information as to such payments and required to make
returns in regard thereto by the regulations hereinafter provided for,
shall render a true and accurate return to thg Commissioner, under
such regulations and in such form and manner and to such extent as
may be prescribed by him with the approval of the Secretary, setting
forth the amount of such gains, profits, and income, and the name and
address of the recipient of such payment.

(b) Returns regardless of amount of payment.—Such returns may be
required, regardless of amounts, (1) in the case of payments of interest
upon bonds, mortgages, deeds of trust, or other similar obligations of
corporations, and (2) In the case of collections of itéms (not payable
in the United States) of interest upon the bonds of foreign countries
and interest upon the bonds of and dividends from foreign corporations
by persons undertaking as a matter of business or for profit the collec-
tion of foreign payments of such interest or dividends by means of
coupons, checks, or bills of exchange.

(¢) Recipient to furnish name and address.—When necessary to make
effective the provisions of this section the name and address of the
recipient of income shall be furnished upon demand of the person
paying the income.

(d) Obligations of United States.—The provisions of this section shall
not apply to the payment of Interest on obligations of the United
States.

Art. 147-1. Return of information as to payments of $1,000.—Al
persons making payment to another person of fixed or determinable
income of $1,000 or more in any calendar year must render a retyrn
thereof to the Commissioner for such year on or before February 15
of the following year, except as specified in articles 147-3 to 147-5.
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. If no present address is available, the last
known post-office address must be given. Although to make necessary
a return of information the income must be fixed or determinable, it
need not be annual or periodical. (See article 143-2.)
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Sums paid in respect of life insurance, endowment or annuity con-
tracts which are required to be included in gross income under arti-
cles 22(b) (1)-1, 22(b) (2)-1, and 22(b) (2)-2 come within the mean-
ing of the term “ fixed or determinable income ” and are required to be
reported in returns of information as required by this article, except
that payments in respect of policies surrendered before maturity and
lapsed policies need not be reported.

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

ART. 147-2. Return of information as to payments to employees.—
The names of all employees to whom payments of $1,000 or over a year
are rfmde, whether such total sum is made up of wages, salaries, com-
missions, or compensation in any other form, must be reported.
Heads of branch offices and subcontractors employing labor, who
keep the only complete record of payments therefor, should file re-
turns of information in regard to such payments directly with the
Commissioner. When both main office and branch office have
adequate records, the return should be filed by the main office.
Amounts distributed or made available under an employees’ trust
governed by the provisions of section 185 to any beneficiary in any
taxable year, equal to or in excess of his personal exemption, that
have been contributed to the fund by the employer or represent
earnings of the fund, must be reported by the trustee. But.see arti-
cle 147-8. (See also article 22(a)-3.)

In the case of payments made by the United States to persons in its
service (civil or military) of wages, salaries, or compensation in any
other form, the returns of information shall be made by the heads
of the executive departments and other United States Government
establishments,

Afgr. 147-3. Cases where no return of information required.—Pay-
ments of the following character, although over $1,000, need not be
reported in returns of information on Form 1099:

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

(b) Payments by a broker to his customers;

(c) Payments of any type made to corporations;

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

(e) Payments of rent made to real estate agents (but the agent

must report payments to the landlord if the amount paid during
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the year was $1,000 or more to a single person, a partnership, or a
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) Salaries and profits paid or distributed by a partnership to
the individual partners;

(%) Payments of salaries, rents, royalties, interest (except bond
interest required to be reported on ownership certificates), and other
fixed or determinable income aggregating less than $2,500 made to a
married individual ; and

(¢) Payments of commissions made by fire insurance companies,
or other companies insuring property, to general agents, except when
specifically directed by the Commissioner to be filed.

If the marital status of the payee is unknown to the payor, or if
the marital status of the payee changed during the taxable year
(see article 25-5), the payee will be considered a single person for
the purpose of filing a return of information on Form 1099.

Art, 147-4. Return of information as to interest on corporate bonds.—
In the case of payments of interest, regardless of amount, upon bonds
and similar obligations of corporations, the ownership certificates,
when duly filed, shall constitute and be treated as returns of infor-
mation. (See artlcle 143-5.)

ART. 147-5. BReturn of information as to payments to other than citi-
zens or residents.—In the case of payments of fixed or determinable
annual or periodical income to nonresident aliens (individual or
fiduciary), to nonresident partnerships composed in whole or in part
of nonresident aliens, or to nonresident foreign corporations (see
article 801-8), the returns filed by withholding agents on Form 1042
shall constitute and be treated as returns of information, (See sec-
tions 143 and 144.)

ART. 147-6. Foreign items.—The term “ foreign items,” as used in
these regulations, means any item of interest upon the bonds of a
foreign country or of a nonresident foreign corporation not having a
fiscal or paying agent in the United States, or any item of dividends
upon the stock of such corporation,

ART. 147-7. Return of information as to foreign items.—In the case
of foreign items, an information return on Form 1099 is required to
be filed by the bank or collecting agent accepting the items for col-
lection, if the foreign item is paid to 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 partnership, 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
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Commissioner of Internal Revenue, Sorting Section, Washington,
D. C., on or before February 15 of each year. The term “ collec-
tion ” includes the following: (a) The payment by the licensee of
the foreign item, in cash; (b) the crediting by the licensee of the
account of the person px'esentmg the foreign item; (¢) the tentative
crediting by the licensee of the account of the persori presenting the
foreign item until the amount of the foreign item is received by the
licensee from abroad; (d) the receipt of foreign items by the licensee
for the purpose of transmitting them abroad for deposits. (See
articles 147-1 and 147-3.)

Arr. 147—8 Information as to actual owner—When the person re-
ceiving a payment fallmg 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
the income, and in default of a compliance with such demand the
payee becomes liable to the penalties provided. (See section 145.)
Dividends on stock are prima facie the income of the record owner
of the stock. Upon receipt of dividends by a record owner, he should
immediately execute Form 1087 to disclose the name and address of
the actual owner. Form 1087 should 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 liable for any
tax based upon such dividends. (See article 148-1.)

The filing of Form 1087 is not required (a) if stocks are registered
in the name of a nominee for a fiduciary required to file a return on
Form 1041 in which the dividends from such stocks are reported,
and (b) if they are owned by a nonresident alien and are registered
in the name of a nominee designated by a bank or trust company
which is required to file returns of income for such nonresident 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 Commissioner, render
a correct return, duly verified under oath, of its payments of divi-
dends, stating the name and address of each shareholder, the number
of shares owned by him, and the amount of dividends paid to him.

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

(¢) Accumulated gains and profits—When requested by the Cominis-
sloucer, or any collector, every corporation shall forward to him a cor-
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Cuarter XXVI
NONRESIDENT ALIENS

Supplement H-—Nonresident Alien Individuals

SEC. 211. GROSS INCOME,

(a) General rule.—In the case of 4 nonresident alien individual gross
income Includes only the gross income from sources within the United
States.

(b) Bhips under forelgn flag.—The income of a nonresident allen
individual which consists exclusively of earnings derived from the op-
eration of a ship or ships documented under the laws of a forelgn coun-
try which grants an equivalent exemption to citizens of the United
States and to corporations organized in the United States, shall not be
inclluded in gross Income and shall be exempt from taxation under this
title.

ART. 211-1. Definition.—A. “ nonresident alien individual ” means
an individual—

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

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

An alien actually present in the United States who is not s mere
transient or sojourner is a 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 in the United States and has no definite intention as to his stay,
he is a resident. One who comes to the United States for a definite
purpose which in its nature may be promptly accomplished is a
transient; but if his purpose is of such a nature that an extended
stay may be necessary for its accomplishment, and to that end the
alien makes his home temporarily in the United States, he becomes a
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 con-
summated or abandoned. An alien whose stay in the United States
is limited to a definite period by the immigration laws is not a resi-
dent of the United States within the meaning of this article, in the
absence of exceptional circumstances.

Arr. 211-2. 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

(310)
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established a residence in the United States. Residence may be es-
tablished on u 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 carrying
on foreign /tradc, touches at American ports. An alien seaman may
acquire an ‘actual residence in the United States within the rules laid
down in article 211-3, although the nature of his calling requires him
to be absent for a long period from the place where his residence is
established. An alien seaman may acquire such a residence at a
sailors’ boarding house or hotel, but such a claim should be carefully
scrutinized in order to make sure that such residence is bona fide.
The filing .of Form 1078 or taking out first citizenship papers is
proof of residence in the United States from the time the form is
filed or the papers taken out, unless rebutted by other evidence show-
ing an intention to be a transient. The fact that a head tax has been
peid on: behalf of an alien seaman entering the United States is no
evidence that he has acquired residence, because the head tax is pay-
able unless the alien who is entering the country is merely in transit
through the country.

Arr. 211-3. Proof of residence of alien.—The following rules of evi-
dence shall govern in determining whether or not 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 a
nonresident alien. Such presumption may be overcome—

(1) In the case of an alien who presents himself for determination
of tax liability prior to departure for his native country, by (a)
proof that the alien, at least six months prior to the date he so pre-
sents himself, has filed a declaration of his intention to become a citi-
zen of the United States under the naturalization laws, (5) proof
that the alien, at least six months prior to the date he so presents him-
self, has filed Form 1078 or its equivalent, or (c) proof of acts and
statements of the alien showing a definite intention to acquire resi-
dence in the United States or showing that his stay in the United
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, () 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 heen of such an
extended nature as to constitute him a resident.
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In any case in which an alien seeks to overcome the presumption
of nonresidence under (1) (¢) or (2) (c), 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 relied 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. 211-4. Loss of residence by alien.—An alien who has acquired
residence in the United States retains his status as a resident until
he abandons the same and actually departs from the United States.
An intention to change his residence does not change his status as a
resident alien to that of a nonresident alien. Thus an alien who has
acquired a residence in the United States is taxable as a resident for
the remainder of his stay in the United States.

ArT. 211-5. Duty of employer to determine status of alien employee.—
If wages are paid to aliens without withholding the tax, except as
permitted in article 214-2, 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 need not secure Form
1078 from the alien if he is satisfied that the alien is a resident alien,
An employer who seeks to account for failure to 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 employee may
ordinarily be relied upon by the employer as proof that the alien is
a resident of the United States.

Arr. 211-6. Gross income of nonresident alien individuals.—In the
case of nonresident alien individuals “ gross income » means only the
gross income from sources within the United States, determined
under the provisions of section 119. (See articles 119-1 to 119-14.)
The items of gross income from sources without the United States
and therefore not taxable to nonresident aliens are described in sec-
tion 119 (c). As to who are nonresident alien individuals see articles
211-1 to 211-85.

Income received by a resident alien from sources without the
United States is taxable though such person may become a nonresi-
dent alien subsequent to its receipt and prior to the close of the tax-
able year. Conversely, income received by a nonresident alien from
sources without the United States is not taxable though such person
may become a resident alien subsequent to its receipt and prior to the
close of the taxable year.
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AgT. 211-7. 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 equivalent exemption to citizens of the
United States nonresident in such. foreign country and to corpora-
tions organized in the United States, shall not be included in gross
income. Foreign countries which either impose no income tax, or,
in imposing such tax, exempt from taxation so much of the iscome
of a citizen of the United States nonresident in such foreign coungry
and of a corporation organized in the United States as consists of
earnings derived from the operation of a ship or ships documented
under the laws of the United States are considered as granting an
equivalent exemption within the meaning of this article.

SEC. 212. DEDUCTIONS.

(a) General rule—In the case of a nonresident allen individual the
deductions shall be allowed only if and to the extent that they are
connected with income from sources within the United States; and
the proper apportionment and allocation of the deductions with
respect to sources of income within and without the United States
ghall be determined -ag provided in section 119, under rules and regu-
lations prescribed by the Commissioner with the approval of the
Secretary.

(b) Losses.—

(1) The deduction, for losses not connected with the trade or
business if incurred in transactions entered into for profit, allowed
by section 23 (e) (2) shall be allowed whether or not connected .
with income from sources within the United States, but only If the
profit, if such transaction had resulted in a profit, would be taxable
under this title,

(2) The deduction for Josses of property not connected with the
trade or business if arising from certain casualties or theft, al-
lowed by section 28 (e) (8), shall be allowed whether or not con-
nected with income from sources within the United States, but
only if the loss is of property within the United States.

(o) Charitable, eto., contributions.—The go-called “ charitable ccn
tribution” deduction allowed by section 28 (o) shall be allowed
whether or not connected with income from sources within the United
States, but only as to contributions or gifts made to domestic corpora-
tions, or to community chests, funds, or foundations, created in the
United States, or to the vocational rehabiliation fund. '

ARrT. 212-1. Deductions allowed nonresident alien individuals.—In the
case of a nonresident alien individual the deductions allowed by
gection 23 for business expenses, interest, taxes, losses in trade, bad
debts, depreciation, and depletion are allowed only if and to the
extent that they are connected with income from sources within the
United States. (See also section 214.) In the case of such tax-
payers, however, (1) losses sustained during the taxable year and
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business. In the first six months of 19_34 he also_derived $8,000 gr((iss
income from rental property located in the United States. .He le-
rived a like amount of gross income from such property during t lxe
last six months of 1934. Inasmuch as for the a‘ppll.cable part (July
1, 1934, to December 31, 1934) of the 3-year period mune((!mtelyopre-
ceding the close of the taxable year (the calendar year 1934), 8 I()ler
cent of A’s gross income ($32,000, or 80 per cent o.f $40,000) wasd o~
rived from sources within a possession of the United States an asfl
50.per cent or more of his gross incom(} ($20,000, or 50 per ce;lnt o
$40,000) for such part of the 3-year [')er}od was der}ved from :J e :c(i
tive conduct of a trade or business w1th}n a possession of thef 11119;;4
States, he is required to report in gross income 1n lus' re_turn ({} s
only the gross income derived by him from sources w1t.hm :\he Un}t 2
States ($16,000 from the rental property located in the Unite
Stj\tﬁ.) '251-—2. Income received within the United States.——'-Nothth#artllc‘l-
ing the provisions of section 251 (u)', there slwfll be mcll-lded m‘ﬁ 3
gross income of citizens and domestic corporations thereu} speci t,;
all amounts, whether derived from sources _w.nthm or w1thout;. e
United States, which are received by sucl} citizens or corpora 1(31\3
within the United States. But see section 116 (a). Frox;x the
amounts so included in gross income there shall be deductedlon }t’,e )
expenses properly apportioned or allocated thereto. T 1eT rm
« United States” as used herein includes qnly. the States, th.e er;ll'll-
tories of Alaska and Hawaii, and the Dlstnctz of C.olumbm. ! le
term “ possession of the United States ” a8 used in se?t'non'251i airtlf] ()
9511, and this article, includes Puerto Rico, the Philippine : s a(rlx 8,
the Panama Canal Zone, Guam, Tutuila, Wake, and Palmyra; it does
i Virgin Islands. .
noz:xr:l;gf—g.lenedu%tiom allowed citizens and domestifz _corporatfons en-
titled to the benefits of section 251.—In 'the case of a citizen .entltledfto
the benefits of section 251, the deductxo.ns allowed by section 23 for
business expenses, interest, taxes, losse§ in trade, bad debts, (%lepret;m-
tion, and depletion are allowed only if and. to the extent t at tey
are connected with income from sources within the United Sta es.
The provisions of article 212-1 relating to th.e all?wo.nce to nonresi-
dent alien individuals of the deductions provided in Paragraph(sl 2)
and (3) of section 23 (e) for losses nof. .connecte(.i with the tra eﬁc:;
business are applicable in the case of citizens entitled to the bene

of section 251. The provisions of that article pertaining to the

allowance to nonresident alien individuals of dedqctions .for contri-
butions provided in section 23 (o) are also applicable in t!xe c;;i
of such citizens. Corporations entitled to the be}leﬁts of s.e<.:tmn

are allowed the same deductions from their gross income arising from
sources within the United States as are allowed to domestic corpora-
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tions to the extent that such deductions are connected with such gross

income. The proper apportionment and allocation of the deductions

with respect to sources within and without the United States shall

be determined as provided in section 119.

Arr. 251-4. Allowance of deductions and credits to citizens and domes.
tio corporations entitled to the benefits of section 251.—Unless a citizen of
the United States or a domestic corporation entitled to the benefits of
section 251 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 tax shall be collected on the basis of the
gross income (not the net income) from sources within the United
States. Where such a citizen or corporation has various sources of
income within the United States so that from any one source or from
all sources combined the amount of income shall call for the assess-
ment of a tax, and a return of income shall not be filed by or on
behalf of the citizen or corporation, the Commissioner will cause u
return of income to be made and include therein the income of such
citizen or corporation from all sources concerning which he has
information, and he will assess the tax and collect it from one or
more of the sources of income of such citizen or corporation within
the United States without allowance for deductions or credits,

SEC, 252. CITIZENS OF POSSESSIONS OF UNITED STATES.

(a) Any Individual who Is a citizen of any possession of the United
States (but not otherwise a citizen of the United States) and who 1s
not a resident of the United States, shull be subject to taxation under
this title only as to income derlved from sources within the United
States, and in such case the tax shall be computed and paid in the same
manner and subject to the same conditions us in the case of other
persons who are taxable only as to Income derived from such sources.

(b) Nothing in this section shall be construed to alter or amend the
provisions of the Act entitled “An Act making appropriations for the
naval service for the fiscal year ending June 30, 1922, and for other
burposes,” approved July 12, 1921, ‘relating to the imposition of income
taxes in the Virgin Islands of the United States.

ARrt. 252-1. Status of citizens of United States possession.—A citizen
of a possession of the United States (except the Virgin Islands), who
is not otherwise a citizen or a resident of the United States, includ-
ing only the States, the Territories of Alasks and Hawaii, and the
District of Columbia, is treated for the purpose of the tax as if he
were a nonresident alien individual. (See sections 211-217.) His
income from sources within the United States is subject to withhold-
ing. (See section 143.) The Act referred to in section 252 (b) pro-
vides that income tax laws then or thereafter in force in the United
States shall apply to the Virgin Islands, but that the taxes shall be
paid into the treasury of the Virgin Islands. Accordingly, persons

are taxed therc under the provisions of the Revenue Act of 1934,
04750°— 3523
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