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the ancillary representative is on Form 1041, which shall be filed
with the collector for his district and shall show the name and address
of the domiciliary representative, the amount of gross income received
by the ancillary representative, and the deductions to be claimed
against such income, including any amount of 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 repre-
sentative 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) RmQUIREMENT OF WITHHOLDING.—In any case where bonds,
mortgages, or deeds of trust, or other similar obligations of a
corporation, issued before January 1, 1934, contain a contract or
“provision by which the obligor agrees to pay any portion of the
tax imposed by this title upon the obligee, or to reimburse the
obligee for any portion of the tux, or to pay the interest without
deduction for any tax which the obligor may be required or per-
mitted to pay thereon, or to retaln therefrom under any law of
the United States, the obligor shall deduct and withhold a tax
equal to 2 per centum of the Interest upon such bonds, mortgages,
deeds of trust, or other obligations, whether such interest is pay-
able annually or at shorter or 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 therein: Provided, That if the lability
assumed by the obligor does not exceed 2 per centum of the interest,
then the deduction and withholding shail be at the following rates:
(A) 10 per centum in the case of a nonresident allen individual
(except that such rate shall be reduced, in the case of n resident
of a contiguous country, to such rate, not legs than 5 pel" centum,
as may be provided by treaty with such country), or of any part-
nership not engaged in trade or business within the United States
and not having any office or place of business therein and composed
in whole or in part of nonresident allens, (B) in the case of such
a forelgn corporatton, 15 per centum, and (C) 2 per centum in the
case of other individuals and partnerships: Provided further, That
if the owners of such obligations are not known to the withholding
agent the Commissioner may authorlze such deduction and with-
holding to be at the rate of 2 per centum, or, if the liabilty
assumed by the obligor does not exceed 2 per centum of the interest,
then at the rate of 10 per centum. ’

(2) BENEFIT OF CREDITS AGAINST NEr INCOME.—Such deduction
and withholding shall not he vequired in the case of a citizen or
vesitent rotitled to recelve such interest, if he files with the with-
holsilhg o ;cat on or before Kebruary 1 a signed notice In writing
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claiming the benefit of the credits provided in section 25(b) ; nor
in the case of a nonresident alien individual if so provided for in
regulations prescribed by the Commissioner under section 215.

(3) 1INCOME OF OBLIGOE AND omuiGiE—The obligor ghaill not be
allowed a deduction for the payment of the tax imposed by this
title, or any other tax pald pursuant to the tax-free covenant clause,
nor shall such tax be included in the gross income of the obligee.

(b) Nonresident aliens.—All persons, in whatever capacity acting, in-
cluding 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), dividends, rent, salaries,
wages, premiums, annuities, compensations, remunerations, emoluments,
or other fixed or determinable anuual or periodical gains, profits, and
income (but only to the extent that any of the above items constitutes
gross income from sources within the United States), of any non-
resident 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 non-
resident aliens, shall (except in the cuses provided for in subsection
(a) of this section and except as otherwise provided in regulations
prescribed by the Commissioner under section 215) deduct and with-
hold from such annual or peri cal gains, profits, and income a tax
equal to 10 per centum thereof. . cept that such rate shall be reduced,
in the case of a nonresident alien individuel a resident of a contignous
country, to such rate (not less than b per centum) as may be provided
by treaty with such country: Provided, That no such deduction or
withholding shall be required in the case of dividends paid by a
foreign corporation unless (1) such corporation is engaged in trade
or business within the United States or has an office or place of busi-
ness therein, and (2) more than 85 per centum of tlie gross income
of such corporation for the three-year period ending with the close
of its taxable year preceding the declaration of such dividends (or
for such part of such period as the corporation has beeti in existence)
was derived from sources within the United States as determined
under the provisions of section 119: Protvided further, That the Com-
missioner may authorize such tax to be deducted and withheld from
the interest upon any securities the owners of which are not known
to the withholding agent. Under regulations prescribed by the Com-
missioner, with the approval of the Secretary, there may be exempted
from such deduction and withholding the compensation for personal
services of nonresident alien individuals who enter and leave the
United States at frequent intervals.

(¢) Return and payment.—Every person required to deduct and with-
hold any tax under this section shall make return thereof on or
before March 15 of each year and shall on or before June 15, in lieu
of the time prescribed in section 56, pay the tax to the official of the
United States Government authorized to receive it. HEvery such person
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Is hereby made liable for such tax and Is hereby indemnified against
the claims and demands of any person for the amouat of any '
ments made in accordance with the provisions of this section, Py
(d) Income of recipient.—Income uponswhich any tax Is l:equlred t:
be withheld at the source under this section shall be included in ti .
relttl:]x);nlgt l:h;el reciplent of such income, but any amouﬁt of tax ;z
W eld shall be credite § s
Tt o ol bo et d agalnst the amount of income tax as com-

(¢) Tax paid by recipient.—If any tax requoired
to be deducted and withheld is pald by th:qreclple‘:lltld:: ttlt;;si:zco::m
it shall not be re-collected from the withholding agent; nor in cas .
in which the tax is so paid shall any penalty be lm[;osed uapon or
collected from the recipient of the income or the wlthholdlngp: ez:
for fallure to return or pay the same, unless such failure was trandugl t
and for the purpose of evading payment, *

(f) Refunds and oredits.—Wher: 3
tax under this section any refnndeo:hct::ll:;mx:at:l‘fl:x::e: :::pg:?:lto o
of section 322 shall be made to the withholding agent unless the amou:‘\:
of such tax was actually withheld by the withholding agent.

(8) Withholding before enactment of Aot.—Notwithstanding the pr
vislons of subsections (a) and (b), the deduction and withhol;)lno-
for any period prior to the tenth day after the date of the enactmenf
of this Act shall be upon the items of income und at the rates pre-
scribed in section 143 (a) and (b) of the Revenue Act of 1984pras
amended, in Heu of the {tems and rates prescribed In such sanecti’ons.

ARr. 143-1. Withholding tax at source.— (o) Withholding in gen-
eral—Withholding of a tax of 10 percent is required in the cas‘z of
fixed or d'eterminable annual or periodical income paid to a no
resident alien individual (even though such individual is en d ;l-
trat'le or business within the United States or has an office orgali‘;e olfl
!ousmess therein) or to a nonresident partnership, composed in vI:hole or
in part qf nonresident alien individuals, except (1) income from
sources w1th0}1t the United States, including interest on deposits with
persons carrying on the banking business paid to persons not engaged
in lzusmess in the United States and not having any office or plfcf of
business .therem, (2) interest upon bonds or other obligations of a
corporation containing a tux-free covenant and issued before Januar
1, 1984.1 (but see pa'ragraph (0) of this article), (3) dividends paid b)};
a forelgn corporation unless (A) such corporation is engaged in trade
or busmes§ within the United States or has an office or place of busi-
ness therein, and (B) more than 85 percent of the gross income of
such corporation for the 3-year period ending with the close of its
taxable year preceding the declaration of such dividends (or for such
part of such period as the corporation has been in existence) was
derived fr?m sources within the United States, as determined under
the provisions of section 119, (4) dividends distributed by a corpo-
ration organized under the China Trade Act, 1922, to a residentpof
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China, and (5) except that such rate of 10 percent shall be reduced,
in the case of a resident of a contiguous country, to such rate, not
less than 5 peroent, as may be provided by treaty with such country.
The tax must be witbheld at the source from the gross amount of any
distribution made by a corporation, other than a nontaxable distri-
bution payable in stock or stock rights, or & distribution in partial or
complete liquidation, without regard to any claim that all or a portion
of such distribution is not taxable. Appropriate adjustments, if any,
will be made upon the filing of claims for refund.

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

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

For withbolding in the case of income paid to nonresident foreign
corporations, see article 144-1.

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

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

A debtor corporation having an issue of bonds or other similar
obligations which appoeints a duly authorized agent to act in its
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 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.

Art. 143-1 3143
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For determining income from sources within the United States, see
section 119.

As to who are nonresident alien individuals, see articles 211-2 and
1001-8. For classification of foreign corporations, see articles 281-1
and 1001-8. As to what partnerships are deemed to be nonresident
partnerships, see article 1001-8.

For withholding in the case of dividends distributed by & cor-
poration organized under the China Trade Act, 1922, see articles
143-8 and 262-4.

(b) Taw-free covenant bonds issued before January 1, 193} —The
withholding provisions of section 143(a) (1) are applicable only to
bonds, mortgages, or deeds of trust, or other similar obligations
of a corporation which were issued before January 1, 1934, and
which contain a tax-free covenant. For 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
purpose of preparing the ownership certificates required under ar-
ticles 143-1 to 143-9 the “issuing” or debtor corporation shall indi-
cate, by an appropriate notation, the date of issue or use the phrase,
“Issued on or after January 1, 1934,” on each such obligation or in
a statement accompanying the delivery of such obligation.

In cases where on or after January 1, 1934, the maturity date
of bonds or other obligations of a corporation is extended, the bonds
or other obligations shall be considered to have been issued on or
after January 1, 1934. The interest on such obligations is not subject
to the withholding provisions of section 148(a) but falls within the
class of interest described in section 143(b).

In the case of interest upon bonds or other obligations of a cor-
poration containing a tax-fres covenant and issued before January

. 1, 1984, paid to an individual, a fiduciary or a partnership, whether
resident or nonresident, withholding of a tax of 2 percent is re-
quired, except that if the liability assumed by the obligor in con-
nection with such a covenant does not exceed 2 percent of the in-
terest, withholding is required at the rate of 10 percent in the case
of a nonresident alien, or a nonresident partnership composed in

Art. 143-1 § 143
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whole or in part of nonresident alien individuals or if the owner is
unknown to the withholding agent. . The rates of withholding ap-
plicable to the interest on bonds or other obligations of & corpora-
tion containing a tax-free covenant, and issued before January 1,
1934, are applicable to interest on such obligations issued by a
domestic corporation or a resident foreign corporation. However,
withholding is not required in the case of interest payments on such
bonds or obligations if such interest is not to be treated as income
from sources within the United States under section 119(a) (1) (B)
and the payments are made to a nonresident alien or a partnership
composed wholly of nonresident aliens. A nonresident foreign
corporation having a fiscal or paying agent in the United States is
required to withhold a tax of 2 percent upon the interest on its
tax-free covenant bonds issued before January 1, 1934, paid to an
individual or fiduciary who is a citizen or resident of the United
States, or to a partnership any member of which is a citizen or
resident, or to an unknown owner,

For withholding in the case of interest upon bonds or other obli-
gations of a corporation containing a tax-free covenant and issued
before January 1, 1984, paid to nonresident foreign corporations, see
article 144-1,

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

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

(0) Withholding wnder Revenue Act of 193}, as amended—The
withholding provisions of section 143 and section 144 of the Revenue
‘Act of 1936 (which are merely administrative provisions providing
for the collection at the source of the tax imposed under other sec-
tions of the Act) do not apply to payments made prior to the tenth
day after the date of the enactment of that Act, that is, prior to July
g, 1936. Any income tax required to be withheld prior to that date
under the Revenue Act of 1934, as amended, shall be accounted for
by the withholding agent in accordance with Regulations 86, as
amended.

ART. 143-2. Fixed or determinable annual or periodical income.—Only
fixed or determinable annual or periodical income is subject to with-
holding. The Act specifically includes in such income, interest, divi-
dends, rent, salaries, wages, premiums, annuities, compensations,
remunerations and emoluments. But other kinds of income are
included, as, for instance, royalties.

Income is fixed when it is to be paid in amounts definitely prede-

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

Art. 143-2 § 143
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for the account of & nonresident alien landlord by a tenant, pursuant
to the terms of the lease, constitute fixed or determinable annual or
periodical income.

ARrT. 143-3. Exemption from withholding.—Withholding from inter-
est on bonds or other obligations of .corporations issued prior to
January 1, 1934, containing a tax-free covenant shall not be required
in the case of a citizen or resident if he files with the withholding
agent when presenting interest coupons for payment, or not later
than February 1 of the following year, an ownership certificate on
Form 1000 stating that his net income does not exceed his personal
exemption and credit for dependents. To avoid inconvenience a
resident alien should file a certificate of residence on Form 1078 with
withholding agents, who shall forward such certificates to the Com-
missioner of Internal Revenue, Sorting Section, Washington, D. C.,
with a letter of transmittal.

The income of domestic corporations and of resident foreign cor-
porations is free from withbolding.

No withholding from dividends paid by a corporation organized
under the China Trade Act, 1922, is required unless the dividends
are treated as income from sources within the United States under
section 119 and are distributed to—

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

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

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

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

The following items of fixed or determinable annual or periodical
income from sources within the United States received by a citizen
of France residing in France, or a corporation organized under the
laws of France, are not subject to the withholding provisions of the
Revenue Act of 1936, since such income is exempt from Federal in-
come tax under the provisions of the convention and protocol be-
tween the United States and France, signed April 27, 1932, and
effective January 1, 1936 (C. B. XI1V-2, 5356) :

Art, 143-3 § 143
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(1) Amounts paid as consideration for the right to use patents,
secret processes and formulas, trade-marks, and other analogous
rights;

(2) Income received as copyright royalties; and

(3) Private pensnons and life-annuities,

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

A nonresident alien individual not engaged in trade or business
within the United States and not having an office or place of business
therein at any time within the taxable year is subject to the tax
imposed by section 211(a) on gross income and is not entitled to any
personal exemption or credit for dependents Although a nonresi-
dent alien individual who is engaged in trade or business within the
United States or has an office or place of business therein is entitled
to the personal exemption of $1,000 (and a credit for dependents if
he is a resident of Canada or Mexico), he is subject to the normal
tax and the surtax imposed by sections .11 and 12 of the Act by
reason of the provisions of section 211(b) and the benefit of the
personal exemption and credit for dependents may not be received
by filing a claim therefor with the withholding agent. Accordingly,
the use of exemption certificates, Forms 115 and 1002, by nonresident,
alien individuals as provided for in regulations prescrlbed under
prior Revenue Acts has been discontinued.

ART, 143-4. Ownership certificates for bond interest.—In accordance
with the provisions of section 147(b), citizens and resident individ-
uals and fiduciaries, resident partnerships and nonresident partner-
ships all of the members of which are citizens or residents, owning
bonds, mortgages, or deeds of trust, or other similar obligations
issued by a domestic corporation, a resident foreign corporation, or
a nonresident. foreign corporation having a fiscal agent or a paying
agent in the United States, when presenting interest coupons for
payment shall file ownership certificates for each issue of such obli-
gations regardless of the amount of the coupons.

Art. 1434 § 143

329

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

In all cases where the owner of bonds, mortgages, or deeds of trust,
or other similar obligations of a corporation is a nonresident alien, a
nonresident partnership composed in whole or in part of nenresi-
dent aliens, a nonresident foreign corporation, or where the owner
is unknown, an ownership certificate for each issue of such obligations
shall be filed when interest coupons for any amount are presented for
payment. The ownership certificate is required whether or not the
obligation contains a tax-free covenant. However, ownership cer-
tificates need not be filed by a nonresident alien, a partnership com-
posed wholly of nonresident aliens, or a nonresident foreign cor-
poration in connection with interest payments on such bonds, mort-
gages, or deeds of trust or other similar obligations of a domestic or
resident foreign corporation qualifying 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 obli-
gations, a description of the obligations, the amount of interest and
its due date, the rate at which tax is to be withheld, and the date
upon which the interest coupons were presented for payment.

Ownership certificates need not be filed in the case of interest pay-
ments on obligations of a State, Territory, or any political subdivi-
sion thereof, or the District of Columbla or obligations of a corpo-
ration 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).) Ownership cer-
tificates are not required to be filed in connection with interest pay-
ments on bonds, mortgages, or deeds of trust, or other similar obli-
gations issued by an individual or a partnership. Ownership cer-
tificates are not required where the owner is a domestic corporation, 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
18 not required to file an ownership certificate, the bank shall require
of the payee a statement showing the name and address of the person
from whom the coupons were received by the payee, and alleging that
the owner of the bonds is unknown to the payee. Such statement
shall be forwarded to the Commissioner with the monthly return on

‘Art. 1434 § 143
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Form 1012. The bank shall also require the payee to prepare a cer-
tificate on Form 1001, crossing out “owner” and inserting ‘“payee”
and entering the amount of the interest on line 3, and shall stamp or
write across the face of the certificate “Statement furnished,” adding
the name of the bank.

Ownership certificates are required in connection with interest 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.

ART. 148-5. Form of certificate for citizens or residents.—For the pur-
pose of article 143—4, Form 1000 shall be used in preparing ownership
certificates of citizens or residents of the United States (individual
or fiduciary), resident partnerships, and nonresident partnerships all
of the members of which 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.

Art, 143-6. Form of certificate for nonresident aliens, nonresident
foreign corporations, and unknown owners.—For the purpose of article
143-4, Form 1001 shall be used in preparing ownership certificates
(a) of nonresident aliens, (b) of nonresident partnerships com-
posed in whole or in part of nonresident aliens, (¢) of nonresident
foreign corporations, and (&) where the owner is unknown.

Arr. 143-7. Return and payment of tax withheld.—Every withhold-
ing agent shall make on or before Murch 15 an annual return on
Form 1013 of the tax withheld from interest on bonds or other obli.
gations of corporations. This return should be filed with the col.
lector for the district in which the withholding agent is located. The
withholding agent shall also make a monthly return on Form 1012
on or before the 20th day of the month following that for which
the return is made. The ownership certificates, Forms 1000 and
1001, must be forwarded to the Commissioner with the monthly
return. Such of the forms as report interest from which the tax
is to be 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 sub-
mitted should be entered in the space provided. If Form 1000 is
modified to show the name and address of a fiscal or pay'ng agent
in the United States (see article 143-8), 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
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thereof to the collector on or before March 15 on Form 1042, showing
the amount of tax required to be withheld from each nonresident
alien, nonresident partnership composed in whole or in part of
nonresident aliens, or nonresident foreign corporation to which
income other than bond interest was paid during the previous tax-
able year. Form 1042 should be filed with the collector for the
district in which the withholding agent is located.

In every case the tax withheld must be paid to the collector on or
before June 15 of the following year. For penalties and additions
to the tax attaching upon failure to make such returns or such
payment, see sections 145 and 291.

If a debtor corporation has designated a person to act for it as
withholding agent, and such person has not withheld any tax from
the income 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, such person cannot be held liable for the
tax assumed by the debtor corporation merely by reason of such
person’s appointment as withholding agent. If a 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 148(a) (1), since the withholding agent
is merely the agent of the debtor corporation.

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

Arr. 143-8. Ownership certificates in the case of fiduciaries and joint
owners.—If fiduciaries have the control and custody of more than one
estate or trust, and such estates and trusts have as assets bonds of
corporations and other securities, a certificate of ownership shall
be executed for each estate or trust, regardless of the fact that the
bonds are of the same issue. The ownership certificate should show
the name of the estate or trust, in addition to the name and address
of the fiduciary. If bonds are owned jointly by two or more persons,
a separate ownership certificate must be executed in behalf of each
of the owners,

Agpt. 143-9. Return of income. from which tax was withheld.—The
entire amount of the income from which the tax was withheld shall
be included in gross income in the return required to be made by the
recipient of the income without deduction for such payment of the

Art. 143-9 § 143
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tax but any tax so withheld shall be credited against the total
income tax as computed in the taxpayer’s return. (See, however
article 142-5.) If the tax is paid by the recipient of the income 013
by the withholding agent it shall not be re-collected from the other
regardless of the original liability therefor, and in such event n(;
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.

Tax withheld at the source upon fixed or determinable annual or
periodical income paid to nonresident alien fiduciaries is deemed to
have })eell paid by the porsons ultimately liable for the tax upon
such income. Accordingly, if a person is subject to the taxes im-
posed by section 11, 12, or 13 upon any portion of the income of a
nonresident alien estate or trust, the part of any tax withheld at the
source which is properly allocable to the income so taxed to such
person shall be credited against the amount of the income tax com-
puted upon his return, and any excess shall be credited against any
income, war-profits, or excess-profits tax, or installinent thereof, then
due from such person, and any balance shall be refunded. ’

SEC. 144. PAYMENT OF CORPORATION INCOME
TA
SOURCE. X AT

(a) General rule.—In the case of foreign corporations subject to tax-
ation under this title not engaged in trade or business within the
United Stutes and not having any office or place of business therein
there shall be deducted and withheld at the source in the same man:
ner and upon the same items of income as is provided in section 148
a tax equal to 15 per centum thercof, except that in the case of divi-
dends the rate shall be 10 per centum, and except that in the case of
corporations organized under the laws of a contiguous country such
rate of 10 per centum with respect to dividends shall be reduced to
such vate (not less than b per centum) as may be provided by treaty
with such country; and such tax shall be returned and paid in the
same manner and subject to the saume conditions as provided in that
section: Provided, That in the case of interest described in subsection
(a) of that sectiop (relating to tax-free covenant bonds) the deduc-
tion and withholding shall be at the rate specified in such subsection.

(b) Withholding before enactment of Act.—Notwithstanding the pro-
visions of subsection (a), the deduction and withholding for any period
prior to the tenth day after the date of the enactment of this Act
shall be upon the items of income and at the rates prescribed In sec--
tion 144 of the Revenue Act of 1934, as nmended, in leu of the items
and rates prescribed in such subsection.

) Art. 144-1. Withholding in the case of nonresident foreign corpora-
tions.—A tax of. 15 percent is required to be withheld in the case of
fixed or determinable annual or periodical income paid to a non-

resident foreign corporation except (1) income from sourc i
b I on ex y es without
the United States, including interest on deposits with persons car-
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rying on the banking business paid to such corporation, (2) interest
upon bonds or other obligations of a corporation containing a tax-
free covenant and issued before January 1, 1934, where the liability
assumed by the obligor exceeds 2 percent of the interest, and (3)
dividends.

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

A tax of 10 percent is required to be withheld from dividends
(other than dividends distributed by a corporation organized under
the China Trade Act, 1922, to a resident of China) from sources
within the United States paid to a nonresident foreign corporation,
except that such rate of 10 percent shall be reduced, in the case of
corporations organized under the laws of a contiguous country, to
such rate (not less than 5 percent) as may be provided by treaty with
such country. Dividends paid by a foreign corporation are not,
however, subject to withholding unless such corporation is engaged
in trade or business within the United States or has an office or
place of business therein and more than 85 percent of the gross in-
come of sich foreign corporation for the 3-year period ending
with the close of its taxable year preceding the declaration of such
dividends (or for such part of such period as the corporation has
been in existence) was derived from sources within the United States
as determined under the provisions of section 119. (See also sec-
tion 143.)

For withholding in the case of dividends distributed by a cor-
poration organized under the China Trade Act, 1922, see articles
143-3 and 262-4.

ART. 144-2. Aids to withholding agents in determining liability for
withholding of tax.—Since no withholding of tax on bond interest,
dividends, or other income is required in the case of a resident
foreign corporation (see article 143-3), the person paying such in-
come should be notified by a letter from such corporation that it is
not subject to the withholding provisions of the Act. 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 letter of notification, or
copy thereof, should be immediately forwarded by the recipient to
the Commissioner of Internal Revenue, Sorting Section, Washing-
ton, D. C. The same procedure should be followed in the case of

Art. 144-2 ' §144
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t;;resent any other evidence of compliance with income tax obliga-
1018,

(¢) An alien who intends to depart from the United States and
whos.e taxn_lble year has not been terminated by the Commissioner as
provided in section 148(a), and who is not in default in making
any return, or paying income, war-profits, or excess-profits tax
under any Act of Congress, may procure a certificate of compli-
ance as provided in section 146(e) by (1) appointing in writing
on Form 934 an attorney in fact, resident in the United State:
to make his income tax return or returns for the taxable year cur:
Tent at the time of his intended departure and for the next preced-
ing taxable year (if not already made), (2) making on: Form 1040D
a return of information for his taxable year current at the time of
his .mtended departure and a return on that form for the next pre-
ceding taxable year where the period for making the income tax
return for.the next preceding taxable year has not expired, and (3)
either paying the estimated tax as shown on the information return
(Form 1040D), which will be credited on account for the year cov-
erfed.by such return, or furnishing security approved by the Com-
missioner that he will make the required return or returns and
pay the tax or taxes required to be paid. If such security is ap-
proved and accepted and such further security with respect to the
tax or taxes covered thereby is given as the Commissioner shall
from time to time find necessary and require, payment of such taxes
may be postponed until the expiration of the time otherwise allowed
for their payment. The departing ulien may furnish as security a
surety bond on Form 1133 in an amount not exceeding double the
amount of tax for his taxable year current at the time of his in-
tended departure, and for the next preceding taxable year (if not
already paid), conditioned upon the making of his return or returns
for such year or years (if not already made), and the payment of
any tax or taxes that may become payable for such year or years
together with any penalty and interest that may accrue thereon, such
bond‘ to be executed by a surety or sureties approved by the bom-
missioner. In lieu of such a surety bond, the taxpayer may furnish
as security a penal bond (Form 1133), approved by the Commis-
sioner, secured by deposit of bonds or notes of the United States
equal in their total par value to an amount not exceeding double
the amount of the tax or taxes in respect of which the bond is
furnished. A form of a “gertificate of compliance” is made a part
?f Form 1040D. Bonds complying with the provisions of this article
if properly executed and with adequate surety, are approved, and’
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may be accepted in the name of the Commiissioner, by the collector
or internal revenue agent in charge by signing the Form 1133 as

follows:

e e - o = 4= - = = = S " - -

Commissioner of Internal Revenuc,

(Internal Revenue Agent in Charge.)

A corporation will not be accepted as a surety on such bond unless
the corporation holds a certificate of authority from the Secretary
of the Treasury as an acceptable surety on Federal bonds, If the
surety on the bond is an individual or individuals such bend shall
not be accepted until an investigation is made as to the financial
and other responsibility of such surety or sureties and such investi-

_ gation shows that the collection of the tax is amply secured by the.
" "bond.

SEC. 147. INFORMATION AT SOURCE.

(a) Payments of $1,000 or more.——All persons, in whatever capacity
acting, including lessees or mortgagors of real or personal property,
fiducinries, and employers, making payment to another person, of in-
terest, rent, salaries, wages, premiuvms, annuities, compensations, remu-
nerations, emoluments, or other flxed or determinable galns, 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 pay-
ments made by the United Stutes, the officers or employees of the
United States having information as to such payments and required
to make returns in regard thereto by the regulatlons hereinafter pro-
vided for, shall render a true and accurate return to the Commissioner,
under such regulations and in such form and manner and to such ex-
tent 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 in-
terest upon bonds, mortgages, deeds of trust, or other similar obli-
gations of corporations, and (2) In the case of collections of items
(not puyable in the United States) of interest upon the bonds of
foreign countries and interest upon the bonds of aund dividends from
foreign corporations by persons undertaking as n matter of business
or for profit the collectlon 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 nume and address of the
recipient of income shall be furnished upon demand of the person
paying the income.

(d) Obligations of United Btates.—The provisivns of his section shall
not apply to the paywment of Interest on obligations of the United States,

Art. 146-1 § 147
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ARr. 147-1, Return of information as to payments of $1,000.—All
persons making payment to another person of fixed or determinable
income of $1,000 or more in any calendar year must render a return
thereof to the Commissioner for such year on or before February 15
of the following yeur, 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.)

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 puyments in respect of policies surrendered before ;naturity and
lapsed policies need not be reported.

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

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 muy 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 mude, whether such total sum is made up of wages, salaries, com-
missions, or compensution 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 inain 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 165 to any beneficiary in any
taxable year, in excess of the sun: of his personal exemption and the
amounts paid into the fund by him, must be reported by the trustec.
But see article 147-3,  (See also artlcle 22(a)-3.)

Art. 147-2 §147
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In the case of payments made by the United States to persons in its
service (civil, military, or naval) of wages, salaries, or compensation
in any other form, the returns of information shail be made by the
heads of the executive departments and other United States Govern-
ment establishments.

ART, 147-3. Cases where no return of information required.—Payments
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, stor-

~age, and similar charges;

(¢) Payments of rent made to real estate agents (but the agent
must report payments to the landlord if the amount paid during
the year was $1,000 or more) ;

(f) Payments made to alien employees serving in foreign countries
or payments representing earned income for services rendered without
the United States made to nonresident citizens entitled to the bene-
fits of section 116(a);

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

(%) Payments of salaries, or other compensation for personal serv-
ices aggregating less than $2,500 made to a married individual;

(¢) 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; and

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

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 with
respect to payments of salaries or other compensation for personal
services.

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 certifi-
cates; when duly filed, shall constitute and be treated as returns of
information. (See artlcle 143-5.)

ART. 147-5. Return of information as to payments to other than cltl-
zens or residents.—In the case of payments of fixed or determinable

Art. 147-5 § 147
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annual or periodical income to nonresident alit.ans (individ_ual or
fiduciary), to nonresident partnerships composed in whole or in part
of nonresident aliens, or to nonresident foreign corporations (see
article 1001-8), the returns filed by withholding agents on Form 1042
shall constitute and be treated as returns of information. (See sec-
tions 143 and 144.) o .

Agr. 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 baymg 8
fiscal or paying agent in the United States, or any item of dividends
upon the stock of such corporation. o

ART, 147-7. Return of information as to foreign 1tems..—In tl'le case
of-foreign items, an information return on I“m:m 1099 is required to
be filed by the bank or collecting agent accfa[.)tmg the 1t.ems for col-
lection, if the foreign item is paid to a citizen or res_ldent of the
United States (individual or fiduciary), or a partnership any mem-
ber of which is a citizen or resident, and if th.e amount of the fqrel_gn
items paid in any taxable year to an individual, a ps:rtnerslxlp, or
a fiduciary is $1,000 or more. Such forms accompanied by Form
1096 should be forwarded to the Commissioner of Internal Revenue,
Sorting Section, Washington, D. C., on or before I"‘ebruary 15 of each
year. The term “collection” includes the following: (@) The pay-
ment by the licensee of the foreign item in cash; (b) the credxt}ng
by the licensee of the account of the person presenting the foreign
item; (¢) the tentative crediting by the 'llcensee of the account of .the
person presenting the foreign item until the amount of the forengn
item is received by the licensce from aebroad; and (d) _th.e receipt
of foreign items by the licensee for the purpose of transmitting them
abroad for deposits. (See articles 147-1 and 147-8.)

ART. 147-8. Information as to actual owner—When the person re-
ceiving a payment falling within the provisions of th'e Act for n?for-
mation at the source is not the actual owner of the income received,
the name and address of the actual owner or payee shall be .furmsl.led
upon demand of the individual, corpora}tion, or partnership paying
the income, and in default of a comphamp with such del{mnd the
payee becomes liable for the penalties provided. (See section 145.)
Dividends on stock are prima facie the income of the record owner
of the stock. Upon receipt of dividends by a record owner, he should
execute Form 1087 to disclose the name and address of f,h? actual
owner or payee. Form 1087 should be filed with the Commissioner of
Internal Revenue, Sorting Section, Washington, D. C., not., later tha.n
February 15 of the succeeding year. Unless such a disclosure is

Art. 147-8 § 147

343

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 the record owner is
required to file & fiduciary return on Form 1041, or a withholding re-
turn on Form 1042, disclosing the name and address of the actual
owner or payee, or () if the actual owner or payee is a nonresident
alien individual, foreign partnership, or foreign corporation and the
10 percent tax has been withheld at the source prior to receipt of the
dividends by the record owner. (See article 143-1.)

SEC. 148. INFORMATION BY CORPORATIONS.

(a) Dividend payments.—Kvery corporation shall, when required by
the Commissioner, render a correct return, duly verified under oath,
of Its payments of dividends, stauting 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 ay 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 eurnings or profits of the
corporation (including gains, profits, and Income not taxed) accumu-
lated during sach periods as the Commissioner may specify, which
have been distributed or ordered to be distributed, respectively, to its
shureholders during such taxable years as the Commissioner may
specify,

(¢) Accumulated earnings and profits,—When requested by the Com-
missioner, or any collector, every corporation shall forward to him a
correct statement of accumulated earnings and profits and the names
and addregses of the individuals or shureholders who would be en-
titled to the same if divided or distributed, nnd of the amounts that
would be payable to each.

(d) Compensation of officers and employees.—Under regulations pre-
scribed by the Commissioner with the approval of the Secretary, every
corporation subject to taxatlon under this title shall, in its return,
submit a list of the names of all officers and employees of such cor-
poration and the respecilve amounts paid to them during the taxable
yeur of the corporation by the corporation as salary, commission,
bonus, or other compensation for personal services rendered, if the ag-
gregate amount 8o paid to the individual is In excess of $15,000, The
Becretary of the Treasury shall submit aun annuval report to Congress
compiled from the returus made containing the name» of, and amounts
paid to, each such officer and employee and the name of the paying
corporation.

Arr. 148-1. Return of information as to payments of dividends.—Sec-
tion 148 provides that every corporation shall, when required by
the Commissioner, render a correct return, duly verified under
oath, of its payments of dividends, stating the name and address of
each shareholder, the number of shares owned by him, and the
amount of dividends paid to him. In accordance with that section,

Art. 148-1 § 148
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Cuaprrer XXVI
NONRESIDENT ALIENS

Supplement H—Nonresident Alien Individuuls

SEC. 211. TAX ON NONRESIDENT ALIEN INDIVIDUALS.

(a) No United States business or office.—There shall be levied, col-
lected, and pald for each taxable year, in lleu of the tax fmposed by
sections 11 and 12, upon the amount received, by every nonresident
allen individoal not engaged in trade or business within the United
States and not having an office or place of business therein, from sources
within the United States as Interest (except Interest on deposits with
persons carrylng on the banking business), dividends, rents, salarles,
wages, premiums, annuities, compensations, remunerations, emoluments,
or other fixed or determinable annual or perfodical gaius, profits, and
income, a tax of 10 per centum of such amount, except that such rate
ghall be reduced, in the case of a resldent of a contlguous couatry, to
such rate (not less than § per centum) as may be provided by treaty
with such country,

(b) United Btates business or office.—A nonresident alien individual
engaged in trade or business in the United States or having an office or
place of business therein shall be taxable without regard to the provi-
slons of subsection (a). As used in this section, section 119, gection
143, section 144, and section 231, the phrasze “engaged in trade or busi-
ness within the United States” includes the performance of personal
services within the United States at any time within the taxable year,
but does not include the performance of personal services for & non-
resident allen individua), foreign partnership, or forelgn corporation, not
engaged In trade or business within the United States, by & nonresldent
alien individual temporarily present in the United States for a period
or periods not exceeding a total of ninety dnys during the tuxable year
and whose compensation for such services does not exceed In the aggre-
gate $3,000. Such phrase docs not include the effecting of transactions
fn the United States in stocks, securities, or commodities through a
resfdent broker, commlsslon ageut, or custodian,

ArT. 211-1. Taxation of aliens in general—Ik'or the purposes of the
Act alien individuals are divided generally into two classes, namely,
resident aliens and nonresident aliens. Resident aliens are in general
taxable the same as citizens of the United States, that is, a resident
alien is taxable on income derived from all sources including sources
without the United States. Nonresident aliens are taxable only on
income from sources within the United States. For further classifi-
cation of nonresident aliens see article 211-7.

(382)
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Arr. 211-2. Definition.—A “nonresident alien individual” means
an individual— :

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

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

An alien actually present in the United States who is not a mere
transient or sojourner is a resident of the United States for pur-
poses of the income tax. Whether he is a transient is determined
by his intentions with regard to the length and nature of his
stay. ‘ A mere floating intention, indefinite as to time, to return to
another country is not sufficient to constitute bim a transient. If ho
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.

ARt 211-3. Alien seamen, when to be regarded as residents.—In order
to determine whether an alien scaman 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
established a residence in the United States. Residence may be
established on a vessel regularly engaged in coastwise trade, but the
mere fact that a sailor makes his home on a vessel flying the United
States flag and engaged in foreign trade is not sufficient to establish
residence in the United States, even though the vessel, while carrying
on fqreign trade, touches at American ports. An alien seaman may
acquire an actual residence in the United States within the rules laid
down in article 2114, 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
scrutini.zed 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 mtention 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

Art. 211-3 § 211
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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.

Art. 211-4. 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 & citi-
zen of the United States under the naturalization laws, (b) proof
that the alien, at least six months prior to the date he so presents him-
self, has filed Form 1078 or its equivalent, or (¢) proof of acts and
statements of the alien showing a definite intention to acquire resi-
dence in the United States or showing that his stay in the United
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, (b) 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 presumption
of nonresidence under (1) (¢) or (2) (¢), if the internal-revenue
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 credi-
ble person or persons, 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.

Agr. 211-5. Loss of residence by alien.—An alien .who has acquired
residence in the United States retains his status as a resident until
he abandons the same and actually departs from the United States.
An intention to change his residence does not change his status as a
resident alien to that of a nonresident alien. Thus an alien who has
scquired a regidence in the United States is taxable as a resident for
the remainder of his stay in the United States.

AgrT. 211-6. Duty of employer to determine status of alien employee.—
If wages are paid to aliens without withholding the tax, except as

Art. 211-6 § 211
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permitted in article 143-3, in the case of a resident of Canada or
Mexico, the employer should be prepared to prove the status of
the alien as provided in 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. 211-7. Taxation of nonresident alien individuals.—For the pur-
poses of this article and articles 212-1, 213-1, 214-1, and 217-2,
nonresident alien individuals are divided into two classes: (&) non-
resident alien individuals not engaged in trade or business within
the United States and not having an office or place of business therein
at any time within the taxable year, and (b) nonresident alien indi-
viduals who at any time within the taxable year are engaged in trade
or business in the United States or have an office or place of business
therein. The term * nonresident alien individuals” includes “ non-
resident alien fiduciaries.”

(@) No United States business or office. ———For the _purposes of this
article the term “ amount received ” means “ gross income.” Every
nonresident alien individual not engaged in trade or business within
the United States and not having an office or place of business therein
at any time within the taxable year is liable to the tax upon his
gross income from sources within the United States, determined
under the provisions of section 119, which is fixed or determin-
able annual or periodical gains, profits, and income. Specific
items of fixed or déterminable annual or periodical income are
enumerated in the Act as interest (except interest on deposits
with persons carrying on the banking business), dividends, rents,
salaries, wages, premiums, annuities, compensation, remunera-
tions, and emolaments, but other fixed or determinable annual or
periodical gains, profits, and income are also subject to the tax, as,
for instance, royalties. As to the determination of fixed or deter-
minable annual or periodical income see article 1432. The items of
fixed or determinable annual or periodical income from sources
within the United States received by a citizen of France residing in
France which are exempt from Federal income taxation under the
provisions of the convention and protocol between the United States

Art. 211-7 § 211
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and France signed April 27, 1932, and effective January 1, 1936, are
described in article 143-3.

The fixed or determinable annual or periodical income from sources
within the United States of a nonresident alien individual not
engaged in trade or business within the United States and not hav-
ing an office or place of business therein is taxable at the rate of
10 percent, except that such rate shall be reduced, in the case of
a resident of a contiguous country, to such rate (not less than
5 percent) as may be provided by treaty with such country. (See
also article 212-1.)

(b) United States business or office—A. nonresident alien indi-
vidual who at any time within the taxable year was engaged in
trade or business in the United States or had an office or place of
business therein is not taxable at the rate of 10 percent upon the
items of gross income enumerated in section 211(a). The net in-
come from sources within the United States of such a nonresident
alien individual (gross income from sources within the United States
minus the statutory deductions provided in sections 23 and 213) less
the credits against net income allowable to.an individual by section
25, is subject to the normal tax of 4 percent imposed by section 11
and the graduated surtax imposed by section 12(b).

As used in section 211, section 119, section 143, section 144, and .

section 231, the phrase “engaged in trade or business within the
United States " includes the performance of personal services within
the Unitel States at any time within the taxable year but does
not ihclude the performance of personal services for a nonresident
ali n individual, foreign partnership, or foreign corporation not
engaged in trade or business within the United States by a non-
resident alien individual temporarily present in the United States
for a period or periods not exceeding a total of 90 days during
the taxable year and whose compensation for such services does
not exceed in the aggregate $3,000. Such phrase does not include
the effecting of transactions in the United States in stocks, securities,
or commodities (mcludlng hedging transactions) through a resident
broker, commission agent, or custodian. (See also article 212-1.)

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

Neither the beneficiaries nor the grantor of a trust, whether
revocable or irrevocable, is deemed to be engaged in trade or business

Art. 211-7 § 211
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in the United States or to have an office or place of business therein,
merely because the trustee is engaged in trade or business in the
United States or has an office or place of business therein.

These provisions apply to taxable years beginning on or after
January 1, 1986, but have no retroactive application to prior taxable
years. The increased rates of tax are applicable to taxable years
beginning on or after January 1, 1936, notwithstanding the fact that
the provisions of section 148 of the Act, relating to the increased
rates of withholding, were not effective until July 2, 1936. (See
article 143-1.)

SEC. 212. GROSS INCOME.

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

(b) Bhips under foreign flag.~—The income of a nonresident alien
individual which consists exclusively 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
Htates and to corporations organized In the United States shall not be
included in gross income and shull be exempt from tuxation under
this title.

ArT. 212-1. Gross income of nonresident alien individuals.—In general,
in the case of nonresident alien individuals “ gross income ” means
only the gross income from sources within the United States, deter-
mined 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 section 119(c).. As to who are nonresident alien individuals see
articles 211-2 to 211-6.

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

(a). No United States business or office—A nonresident alien in-
dividual not engaged in trade or business within the United States
and not having an office or place of business therein at any time
within the taxable year is taxable only on gross income from sources
within the United States consisting of fixed or determinable annual
or periodical income. His taxable income does not include profits
derived from the ceffecting of transactions in the United States in

Art. 212-1 : § 212
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connected with the trade or business are applicable in the case of
citizens entitled to the benefits of section 251. The provisions of that
article pertaining to the allowance to such nonresident alien indi-
viduals of deductions for contributions provided in section 23(o)
are aleo applicable in the case of such citizens. Corporations en-
titled to the benefits of section 251 are allowed the same deduc-
tions from their gross income arising from sources within the
United States as are allowed to domestic corporations to the extent
that such deductions are connected with such gross income,
except that the so-called charitable contribution deduction allowed
by section 23(q) is allowed whether or not connected with income
from sources within the United States. 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.

ARrr. 251-6. Allowance of deductions and credits to citizens and domes-
tio cqrporations entitled to the benefits of section 251.—Unless a citizen of
the United St.tes 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 total income from sources within the United
States; 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 the total income calls for the assessment
of a fax, and a return of income was not filed by or on behalf of the
citizen or corporation, the Commissioner will cause a return of in-
come to be made and include therein the income of such citizen or
corporation from all sources concerning which he has information,
and will assess the tax and collect it from one or more of the sources
of income of such citizen or corporation within the United States
without allowance for deductions or credits.

SEC. 252. CITIZENS OF POSSESSIONS OF UNITED STATES.

(a) Any individual who is u cltizen of any possession of the
United Btates (but not otherwlse a citizen of the United States) and
who 18 not a resident of the United States, shall be subject to taxa-
tion under this title only as to Income derived from sources within
the United States, and In such case the tax shall be computed und
paid in the same manper and subject to the same conditions as in
the case of other persons who are taxable only us to Income derlved
from such sources.

(b) Nothing In this sectlon 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 80, 1022, and for
other purpoees”, approved July 12, 1921, relating to the imposttion
of income taxes In the Virgin Islands of the United States.

Art. 251-6 § 252
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ARrr., 252—.1. Status of citizeus of United States possession.—A citizen
?f a possession of the United States (except the Virgin Islands), who
is not otherwise a citizen or resident of the United States in,clud-
ing oply the States, the Territories of Alaska and Hawaii ’and the
District of Columbia, is treated for the purpose of the tax, as if he
were a, r%onresident alien individual. (See sections 211-219.) For
Federal Income tax purposes a citizen of a possession of the United
States who is not otherwise a citizen of the United States, is g citi-
zen of a pqssession of the United States who has not becom; a citizen
of the United States by naturalization. The fixed or determinable
annua'l or periodical income from sources within the United States
ﬁf a citizen of a pf)ssession. of the United States who is treated as if
(eé e;v:xe':ti::mml)z;a)sldent alien individual is subject to withholding.

Eor the purpose of this article citizens of th ssessi
Unltg(l.Stat.es who are not otherwise citizens o: tl;:);s%srslll(t):g ‘(éftattt:
are divided into two classes: (1) citizens of possessions of the United
States who at any time within the taxable year are not engaged in
trade or business within the United States and have no office or
p]llf!e- of business therein and (2) citizens of possessions of the
.Umted States who at any time within the taxable year are engaged
in trade or business within the United States or have an 'uﬂigcegor
place 9f business therein. The provisions of articles 211-7 to 219-1
}nclusxve, applicable to nonresident alien individuals not enga ed,
in trade or business within the United States and not havinggzm
office or place -of business therein are applicable to the citizens of
possessions falling within the first class, while the provisions of such
al:tlc}es applicable to nonresident alien individuals who at any time
Wlt!lln the taxable year are engaged in trade or business within the
Umt.ed States or have an office or place »f business therein are
app}mable to citizens of possessions falling within the second class

The Act referred to in section 252(b) provides that income tﬁ.:('
laws t'her'l or thereafter in force in the United States shall apply to
the Virgin Islands, but that the taxes shall be paid into the I;ryeras-
ury of the Virgin Islands. Accordingly, persons are taxed there
under the provisions of the Revenue Act of 1936, )

Art. 252-1 , § 252
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