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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. I f  the ancillary representative for the estata 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 aovenant bond#.- 

mortgages, or deeds of trust, or other siinllur dbllgations of a 
corporatlon. issued before January 1, 1034, contaln a contract or 
provlsion by which the obligor agrees to pay any portion of the 
tax Impwed by this tltle upon the obllgee, or to reimburse the 
obllgee for any portion of the tux, or to pay the Interest wlthout 
deduction for any tax whlch the obllgor may be requlred or per- 
mltted to  pay  thereon, or to retaln therefrom under any law of 
the United States, the obligor shall deduct and wlthhold a ttix 
equal to 2 per centuin of the Interest upon such bonds, mortgagea, 
deeds of trust, or other obllgatlons, whether such interest 1s pay- 
able annually or a t  shorter or longer periods, i f  payable to an 
Indlvldual, a partnership, or a forelgn corporatlon not engaged 
In trade or buslness wlthin the United States and not having any 
offlce or place of business therein: P r v f d e d ,  That If the liabllity 
assumed by the obllgor does not exceed 2 per centum OP the Interest, 
then the dduetion and withholding sliu:l be tit the followln~ rates : 
( A )  10 per centum In tlie case of a nonrexldent ulien Iiidlvldual 
(except that such rate shall be recliiml, in the cnse of II  resldent 
of a contiguous country, to SWII rate, not less tlitln 5 pe; centuin, 
a s  may be provlded by treaty with such country), or of any part- 
nership not engaged In trude or buslness within the Unlted States 
and not having any ofttce or pluce of business thrreln and composed 
I n  wliole or in part of nonresltlent aliens, ( H )  In the case of such 
11 forelan c*orporntlon, 16 per centum, and ( C )  2 per centurn 111 the 
CUSP of other indlvicluah and purtnershlp : Prorfded ficytlicr, That 
if the owners of such obligations are not known to the wlthholdlng 
agent tlie Commissioner may uuthorlze such deduction and with- 
holding to be a t  the rate of 2 per centum, or, if the llabillty 
assumed by the obllgor does not exceed 2 per centum of the interest, 
tlicn et  the rate of 10 per centum. 

(2)  IiMNEYIT OF CREDITS AOAINST W E P  INCOME-Such deductlon 
nnd witlrholdlng ehall not he requlred in the case of a citizen or 
rcsl Wit rwtitled to renlvr siich Interest, If he ales with the with- 
I i u h J i 1 ~  :I -nl oil or before Pebruary I a xlgned notlce In wrlHng 

(1) RIOQUIBEYMENT OF WITElHoLDINO.-~n ally Caw where bolids, 
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claiming the beneflt of the credits provlded iu section 25(b) ; nor 
In the case of a nonresldent allen individual if so provided for in 
regulations prescribed by the Commlssloner under eection 215. 

(3) INCOME or OEILIQOB AND oeuaem--'rhe 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 shall such tax be lnclnded in the grom income of the obligee. 

(a) Ronreddent alienr.-All persons, in whatever capacity acting, in- 
cluding lessees or mortgagors of real or personal property, 5duciaries, 
employers, and all oltlcers and employees of the United States, havlng 
the control, recelpt, custody, dlsposal, or payment of interest (except 
intereet on deposits with persons carrying on the banklng business 
paid to  persons not engaged in businem in the United States and not 
huving an oltlc! or place of business therein), dlvldends. rent, saluries, 
wages, premlums, annuities, compensations, remunerations, emoluments, 
or other fixed or determluahle anuual or periudicxl gains, pmflls, and 
lucome (but only to the extent that any of the above items constltutes 
grose income from sources witliin the United States), of any non- 
reddent alien Indlvldual, or of any partnership not engaged In trade 
or business wlthin the United States and not havlng riny omce or 
place of buslnese therein and composed In whole or in part of non- 
resident aliens, shall (except in  the w s  provided fur  in subsection 
(a )  of this section and except as otherwise provided in regulations 
prescribed by the Qommisslonev under section 215) deduct and with- 
hold from such annual or peri, ical gains. p r o m ,  and income a tax 
equal to 10 per centum thereof . ceyt that such rate h a l l  be reduced, 
in the case of a nonresident alien individual a resident of a contiguous 
country, to  such rate (n6t less than 6 per centum) as may he provided 
by treaty with snch toontry: Provided, That no such deduction or 
withholding shall be repulred in the caw of dividends puld by a 
foreign corporatlon unless (1) wch corporatlon is engaged in trade 
or business wlthin the United States or has an dace  or place of bnsl- 
new thereln, and (2) more than 86 per centum of the gross income 
of such corporation for the three-year perlod endlng wlth the close 
of its taxable year preceding the declaration of such dlvldends (or 
for such part of such period a s  the corporation has  bee11 in erlstencc) 
was derived from sources wlthln the United Stat= as determined 
under the provisions of section 119: Prouidecl further, That the Cam- 
nilssloner may authorize such t a r  to be deducted and withheld from 
the interest Upon ally securities the owners of which are  not known 
to the wlthholdlrlg ugent. Under regulatlws presc.ribcd by tlie Cam- 
miasloner, with the approval of the Becretarp, there may be exempted 
from sucli deduction and wlthholdiiig the compensation for personal 
services of nonresideut alien indlviduuls who enter aiid leave the 
Unlted Btatcs a t  frequent intervals. 

(0 )  Return and payment.-Every person required to deduct and with- 
hold any tax under thls sect1o.n shall make return thereof on or 
before March 15 of each yeer and sliall on or before June 15, in lleu 
of the time prewrlbed in section 66, pay the tax to the otlicial of the 
Uuited States Qovernment authorized to receive it. W e r y  such person 

5 143 

larry
Highlight

larry
Highlight

larry
Highlight

larry
Highlight

larry
Highlight

larry
Highlight

larry
Highlight

larry
Highlight

larry
Highlight



, 

322 
is hereby made Ilable for such lax and Is hereby indemnided against 
the claims and demands of uny person for the amount of any pay- 
meuts made in accordance with the provislons of this section. 

(d) Income of recipient.-Income upon*whicll any tax I s  .mulred to 
lie withheld at  the source under tlils sectlon ahtt11 be ineluded In the 
return of the reclpient of such income, but any amount of tar 80 
vithheld shall be credlted ngnlnst the umount of income t a t  as com- 
pulcd in such return. 

(e) Tax paid by reoip1ent.-If m y  tax required under this section 
to be deducted aud withheld 1s puld by the reelplent of the income, 
It shall not be recollected from the withholding agent; nor in case8 
111 wlrlch the tax is so pirld vlur l I  m y  penalty be imposed upon or 
collected from the reclpient of the iucome or the withholding agent 
for bllure to return or Pay the mine. unless such failurewaafraudolent 
aud for the purpose of evadlng puyment. 

(f)  Bsfands and oredit8.-Where there hus been an overpayment of 
tax under this section auy refund or credit made under the provislons 
of sectlon 322 shall bemade to the witlrholdlng ugeut unless the amount 
of such tax was actually wltlilwld by the wlthholdlng agent. 

(g) Withholding before enaotment of dot.-Notwit hslundlrg the pro- 
vlvloirv of subw!ctlons ( a )  arid ( b ) ,  the dtductlon a14 withholding 
for auy period prior to the tenth dny after the date of the enactment 
of tlils Act shall be upon the Items of income uod at  the rates pre- 
ncrlbed in aectlon 148 (a)  and (b)  of the Revenue Act of 1954, as 
amended, in lieu of the items and rates prescribed In such subsections. 

ART. 143-1. Withholding tax at source.-(a) Withholding in yen- 
eruZ.-Withholding of a tax of 10 percent is required in the case of 
fixed or determinable annual or periodical income paid to a non- 
resident alien individual (even though such individual is engaged in 
trade or business within the United States or has an office or place of 
business therein) or to a nonresident purtnership, composed in whole or 
in part of nonresident alien individuals, except (1) income from 
sources without the United States, inclutlillg interest on deposits with 
persons carrying on the banking business paid to  persons not engaged 
in business in the United States and not having any office or place of 
business therein, (2) interest upon bonds or other obligations of a 
corporation containing a tux-free covununt und issued before January 
1, 1934 (but see paragraph ( 6 )  of this article), (3) dividends paid by 
u foreign corporation unless (A)  such corporation is engaged in trade 
or business within the United States or has an office or place of busi- 
ness therein, and (B) more than 85 percent of the gross income of 
such corporation for the 3-year period ending with the close of its 
tuxable year preceding the declaration of such dividends (or for such 
part of such period as the corporation has been in existence) was 
derived from sourcas within the United States, as determined under 
the provisions of section 119, (4) dividends distributed by a corpo- 
ration organized under the China Trade Act, 1922, to a resident of 
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China, and ( 5 )  except that such rats of 10 percent shall be reduced, 
in the case of a resident of a nontiguous country, to such rats, not 
less than 5 percent, aa may be provided by treaty with such country. 
The tax must be withheld 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 a distribution in partial or 
complete liquidation, without regard to any claim that all or a portion 
of such distribution is not taxable. Appropriate adjustmenta, 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 parcent must be withheld from interest on bonds or 
securities not containing a tax-free covenant, or containing II 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- 
a n t e  income from sourced without the United Stubs. 

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

Resident or domestic fiduciaries are required to deduct the income 
tax a t  the m u r a  from all fixed or determinable annual or periodical 
gaine, profits, and income of nonreaide1lt alien beneficiaries, to 
the extent that such items constitute gross income from murcea within 
the United Statas. 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 Statas. 

The income of a trust created by a nonmident 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 appointa a duly authorized agent to  act in its 
belialf 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. 

I f ,  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 bean made, 
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For determining income from sources wittiin the United States, see 
section 119. 

Be to who are nonresident alien individuals, see articles 211-2 and 
1001-8. For claesification of foreign corporations, see articles 281-1 
and 10014. As to what partnerships are deemed to be n o m i d e n t  
p a r t n d i p s ,  ma article 1001-8. 

For withholding in the cam of dividends distributed by a cor- 
poration organized under the China TFade Act, lazZ, see articles 
148-8 and 26H. 

( 6 )  Taa-free covewant bmd8 i S d  bafore Jmuwy 1,1#4.-The 
withholding provisions of section l43(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, 1984, and 
which contain a tax-free covenant. For the purpose of section 
143(a)(l) bonds, mortgagee, or deeds of trust, or other similar 
obligations of a corporation, are issued when delivered. I f  a broker 
or other person acts BB selling agent of the obligor the obligation is 
issued when delivered by the agent to the purchaaer. I f  a broker 
or other person purchasea the obligation outright for the purpose of 
holding or reeelling it, the obligation is issued when delivered to 
such broker or other person. 

I n  order that the data of issue of bonds, mortgagee, or deeds of 
trust, 9r other similar obligations of corporations, containing a 
tax-free covenant may be readily determined by the owner, for the 
purpoae of preparing the ownership certificates required under ar- 
ticlea 148-1 to 14- the “issuing” or debtor corporation shall indi- 
cate, by an appropriate notation, tlie dab of issue or use the phrase, 
‘LIeeued on or afhr January 1, 19M,” on each such obligation or in 
a statement accompanying the delivery of such obligation. 

In cases where on or eftw January 1, 1034, the maturity date 
of bonds or other obligations of a corporation is extended, the bonds 
or other obligations ahall be considered to have bean issued on or 
after January 1,1984. The interest on such obligations is not subject 
to the withholding provisions of section 148(a) but falls within the 
clam of interest described in section 143(b). 
In the cam of interest upon bonds or other obligations of a wr- 

poration containing a tax-frea 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- 
teretjt, withholding ie required at the rate of 10 percent in the case 
of a nomiden t  alien, or a nonresident partnership composed in 
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whole or in part of lionresident alien individuals or if thb owner is 
unknown to the wit.hholding agent. The rat.& of withholding ap- 
plicable to t.he interest on bonds or other obligations of a corpora- 
tion containing a tax-free covenant, and issued before January l, 
1934, are applicable to interest 011 SIIC~I 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) (U) 
and the payments are made to a iionresideiit alien or a partnership 
composed wholly of nonresident aliens. A nonresident foreign 
mrporstion 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, 1984, paid to an 
individual or fiduciary who ie a cititen or resident of the United 
State, or to a partnership any member of which is a citizen or 
resident, or to an unknown owner. 

For withholding in the case of iiiteresC upon hi ids  or other obli- 
gations of a corporation containing a tax-free covenant and issued 
before January 1,1984, paid to nonresident foreign corporations, 13e0 
a16cle 144-1. 
Bonds imed 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 aecum them contained a tax- 
free covenant, but the original trust deeds were modified prior to 
J S ~ U L ~  1, 1984, by mpplemental agreenients containing a tax-free 
covenant ewcuted by the obligor corporation and tho trustee, the 
bonds issued prior to January 1, 1934, are aubject to the provieions 
of section 148(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 ie not entitled to deduct such payment from its grcws 
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 a t  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 

Art. 14ibl 0 148 



326 

166 or 167) is allowable, pro rata, AS 8 credit against (1) the tax 
required to be withheld by the fiduciirry froiu the income of nonresi- 
dent alien beiieficiaries and (2) against the total tax computed in the 
returns of tlie beneficiaries required to niuke returns. In  the case, 
however, of corporate bonds or other obligat iow coiitaiiiing an appro- 
priate tax-free covenant, the corporatioli paying for some one else, 
pur.suant to its agreement, a State tax or any tax other than a Fedora1 
tax may deduct such payment as interest puid on indebtedness. 

( 0 )  Withholding d e ? *  Revenue Act of 1934, as mnded-The  
withholding provisions of section 143 and section 144 of the Revenue 
Act of 1936 (which are merely administrative provisions providing 
for the collection a t  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 
a, 1936. Any income tax required to be withheld prior th that date 
under the Revenue Act of 1934, as amended, dial1 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. Rut other kinds of income are 
included, m, for instance, royalties. 

Income is fixed when i t  is to be paid in amounts definitely prede- 
Inwine is determiliable 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 i t  is paid periodically; that is to 
say, from time to time, whether or not a t  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 iiiake the payments any the leas 
determinable or periodical. A salesman working by the month for 
a commission on sales which is paid or credited monthly receives de- 
terminable periodicnl income. The share of the income of an estate 
or trust from wurces 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 premiums 'on insurance paid to or 

,termined. 
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for the eccount of a nonresident alien landlord by a tenant, p u m a n t  
to the terms of the lease, constitute fixed or determinable annual or 
periodical income. 

ART. 14343. 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 ~ 8 8 8  of a citizen or resident if he filea with the Withholding 
sgent when presenting interest coupo~ls for payment, or not later 
than February 1 of the following year, an ownership certificate on 
Form 1OOO stating that his net income does not exceed his personal 
exemption and credit for dependents. To avoid inconvenience a 
mident  alien ahodd f?le 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 withholding. 
No withholding from dividends paid by a corporation organized 

under the China Trade Act, 1922, is required unless the dividends 
am 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  
Chine) ; or 

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

The salary or other compensation for personal services of a non- 
mident  alien individual who enters and leaves the United States at  
frequent intervals, shall not be subject to deduction and withholding 
of income tax a t  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 
b w s  of France, are not subject to the withholding provisions of the 
Bevenue Act of 1986, since such income is exempt from Federal in- 
wme tax under the provisions of the convention and protocol be- 
tween the United States and France, signed April 27, 1982, and 
&ective January 1,1936 (C. B. XIV-2,535) : 

I 
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(1) Amoiints paid as consideration for the riglit to use patenta, 
secret processes and formulas, tradc-marks, atid other analogous 
rights; 

(2) Income received as copyright royalties ; and 
(3) Private pensions and life-annuities. 
The persoil paying such income should be notified by letter from 

the French citizen or corporation, as the case may be, that the income 
is exempt froin taxation under the provisions of the convention and 
protocol referred to above. Such letter f i ~ n i  B citizen of France 
shall contain his address Hiid 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. Tho letter of iiotificritioii or a copy thereof should 
be immediately forwarded by the recipient to the Commimioner of 
Internal Revmiue, Sorting Section, Wasliington, D. C. 

A nonresident alien individual not engaged in trade or busines 
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 wt ion  211(n) on gross iircome 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 hus an offia or pluco of business themin is entitled 
to the persotid exctiiptioii 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 witliliolding agent. Accordingly, 
the use of exemption certificates, Forms 116 nnd 1002, by nonresident 
alien individuals as provided for in regulutioia prescribed under 
prior Revenue Arts has been discontinuctl. 

AM. 143-1. Ownership certiflcates for bond interest.-In accordance 
with the provisions o f  section 147 (b), (.it ixons and rmidont 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 u 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. 
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In the cam of interest payments on overdue coupon bonds, the 
interest coupons of which have been exhausted, ownership certifi- 
cates are required to be filed when collecting the interest in the same 
manner as if intarest coupons were presented for collection. 

I n  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 €or 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 
reaident 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, tho amount of interest and 
its due data, 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 cam of interest pay- 
men& on obligations of a State, Territory, or any political subdivi- 
sion thereof, or the District of Columbia; 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 
is not required to file an ownership certificate, the bank shall require 
of the payee a statement showing the name and address of the person 
from whom the coupons were received by the payee, and alleging that 
the owner of the bonds is unknown to the payee. Such statement 
shall be forwarded to the Commissioner with the monthly return on 
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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 antering the amount of the interest on line 8, 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. 143-5. Form of oertificste for oitkenr or rerident8.-For the pur- 
pose of article 143-4, Form 1000 shall be usud in preparing ownership 
certificates of citizens or residents of the Unitad Stutae (individual 
or fiduciary), resident pbrtnerships, 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 lo00 should be modified to 
show the name and address of the fi~clrl ugent or the paying agent 
in addition to the name and address of the debtor corporation. 

Am. 148-6. Form of certificate for nonrerident alienr, nonresident 
foreign oorporationr, and unknown owners.-For the purpose of article 
1434, Form 1001 shall be umd in preparing ownership certificates 
(a )  of nonresident aliem, (b)  of noiii.esident partnerships can- 
posed in whole or in part of nonresidunt aliens, ( 0 )  of nonresident 
foreign cocporatioris, arid (a) where t Iiu owiier is unknown. 
A m  148-7. Return and payment of tax  withheld.-Every withhold- 

ing agelit shall iiiako on or before Murt:li 15 an unnual return on 
Form 1018 of the tax withheld from intomst on bonds or other obli- 
gations of corporations. This return should be filed with the col- 
lector for the district in which the withholding a b p t  is located. The 
withholding agent shall also make a niontlily return on Form 1012 
on or before the 20th day of the month following that for which 
the return is made. The ownership certificates, Form lo00 and 
1001, must be forwarded to the Commissioner with the monthly 
return. Such of the forms as report intereat from which the tax 
is to be withheld should be listed on the riiontiily return. While 
the forms reporting intemst from which 110 tax is to be withheld 
need not be listed on the mturn, the number of such forms sub- 
mitted should be entered in the space provided. I f  Form loo0 is 
modified to show the iiumo and a d d w  of P fiscal or payhg agent 
in the United States (see article 148-5), Forms 1018 and lOi8.should 
be likewise modified. 

Every person required to deduct and withhold any tsx from in- 
come other than such bond interertt tjhall nrake an annual return 
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thereof to the collector on or before March 15 on Form 104.2, showing 
the amount of tax required to be withheld f?om each nonreaident 
alien, nonresident partnership composed in whole or in part of 
nonresident aliens, or nonresident foreign corporation to which 
income 0 t h ~  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. 

I n  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 attncliing upon failure to make such returns or such 
payment, sea sections 145 and 91. 
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 aesuined in connection with 
ita tax-free covenant bonde, such person cannot be held liable for the 
tax assumed by the debtor corporation merely by reason of aucli 
person’s appointment as withholding agent. I f  a duly authorized 
withholding agent has become insolvent or for any other reas011 
fails to make puyment to the collector of internal revenue of money 
deposited with it by the debtor corporation to pay taxes, or moiiey 
withheld from bondholders, the debtor corporation is not discharged 
of ita liability under eection 148(a) ( l ) ,  sinm the withholding ageiit 
is merely the agent of the debtor corporation. 

I n  any case where income is payable in any medium other than 
money, the withhoiding a p t  shall not relesae the property 80 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. 

ART. 1.W. Ownenhip certificates in the cane of fidnoiariea and joint 
ownen.-If fiduciaries have the control and custody of more than one 
estate or tru&, and such eetates and trusts have as ussets bonds of 
mrporations and other axun t i e ,  a certificate of ownership shall 
be executed for each estate or trust, regardless of the fact that the 
bonds am 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. I f  bonds are owned jointly by two or more pem~is, 
a separate ownership certificate must be executed in behalf of each 
of the ownem. 

ART. 148-9. Return of income. from whioh tax wan withheld.-”he 
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 
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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 l4Z5.) 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, 
regardless of tlie origiiial liability therefor, and in such event no 
penalty will be asserted against either person for failure to returii or 
pay the tax wliere no fraud or  purpose to evade payment is involved. 

Tax withheld a t  the source upon fixed or  dotfirminable annual or 
periodical income paid to nonresident alien fiduciaries is deemed to 
have been paid by the porsons ultiiriatoly liable for the tux up011 

sucli income. Accordingly, i f  u person is suhjwt to the tuxes im- 
posed by section 11, 12, or  13 upon any portion of the income of B 

nonresident alien estate or trust, tho part o€ uiiy 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 bo 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. P A Y M E N T  OF CORPORATION INCOME TAX AT 
SOURCE. 

(a) General rule.--ln the cum of foreign corporations aubject to tax- 
ation under this title Uot engaged In trade or butjiuem within the 
United Strites and not having any offlee or glace of business therein. 
there shall be deducted and wlthheld at the ~o i i i ce  in the same innil- 
ner and u1)on the same itenis of inc*ome as 18 grovided in Hectlon 143 
n tax equiil to 15 per centllm t h e r d .  excv1)t Illat in the case of divi- 
dends the rate ellall be 10 per centum, and cxwpt that in the case of 
corprntlons organized uiider tho laws of II o)J)liglJorJw country aucq~ 
rnte of 10 per centuni wllli respect to dlvldc-nda shall be reduced to 
such rate (not less than 6 per centum) as mriy Im provided by treaty 
with such country; and such tax shall be returned m d  piid in the 
same manner and subject to the same cnnditlons a s  provlded in that 
section: Provided, That in tlie case of interest described in subsectlor1 
(a)  of that sectlop (relilting to tax-free covenant bonds) the dcduc- 
tion and wlthholding shrill be at  the rate spwlfled in euch subsectlon. 

(b) Withholding before enaotment of A&.-Notwlthstandlng the pro- 
visions of subsectlon (a) ,  the deduction and wlthholdiiig for any period 
prior to the tentim day after the date of the enactment of this Act 
shall be upon the items of h2ome and at the rates prescribed In 8ec- 

tlon 144 of the Revenue Act of 1034, a8 nmended, in lleu of the item8 
and i a t a  prescrlbed lu Much mbrrection. 

ART. 144-1. Withholding in the case of nonresident foreign corpora- 
tions.-A tax of 16 percent is required to be withheld in tlie c m  of 
fixed or determinable annual or periodical income paid to a non- 
resident foreign corporation except (1) incorno from sourcm without 
ths United States, including interest on deposits with persons car- 
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ryiiig on the banking business paid to such corporation, (2) interest 
iipon bonds or other obligations of a corporation containing a tax- 
freo covenant and issuecl before J I I I I I IUI~ 1, 1034, where the liability 
assuniecl by the obligor esceeclb 2 perceiit of the interest, and (8) 
dividends. 

Withholding of a tax n t  the rnte of 2 percent is required in the 
case of interest paid to  a nonresident foreign corporation, npoll 
bonds or  other obligations of a corporation issued prior to January 
1, 1934, and containing B tax-free cove~ia~it, if the liability assumed 
by the obligor exceeds 2 percent of the interest and the interest is 
treated as income from soiirces within the United States. 

A tax of 10 percent is required to be witliheld from dividends 
(other than dividends distributed by a corporation orgnnized 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 tlie case of 
corporations organized under the laws of a contigtlous country, to 
such rate (not less than 5 percent) as may be provided by treaty with 
such country. Dividends paid by R 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 tlie gross in- 
come of such foreigii corporation for the &year period ending 
with the close of its taxable year preceding the declaration of such 
dividends (or for siich part of such period as the corporation has 
been in existence) was derived from sources within tlie United States 
IIS determined under the provisions of bection 119. (See also sec- 
lion 143.) 

For withholding in tlie case of dividends distributed by a cor- 
poration organized iiilder the China Trade Act, 1022, 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 inconie is required in the cage of a resident 
foreign corporation (see article 143-3), the person paying such in- 
come should be iiotified 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. Tlic sniiie procedure should be followd in the case of 

* 
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present any other evidence of compliance with income tax obliga- 
tione. 

(c) An alien who intends to depart from the United States and 
whose taxable year has not been terminated by the Commissioner as 
provided in section 146(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- 
anca a8 provided in section 146(e) by (1) appointing in writing 
on Form 934 an attorney in fact, resident in the United States, 
to make his income tax return or returns for the taxable year cur- 
rent a t  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 a t  the time of 
his intended 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 laOD),  which will be credited on account for the year cov- 
ered 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. I f  such security is ap- 
proved and accepted and such further security with respect to the 
tux or taxes covered thereby is given as the Commissioner shall 
from time to time find necessury and require, payment of such taxes 
mny be postponed until the expiration of the time otherwise allowed 
for their payment. The departing ulien may furnish as security a 
surety bond on Forin 1133 in a n  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 tire making of his return or returns 
for such yenr or years ( i f  not already made), and the payment of 
any tax or taxes that niny become payable for such year or years 
together with any penalty and interest that may a(*c‘riie thereon, such 
bond to be executed by a surety or sureties upproved by the a m -  
missioner. I n  lieu of such a surety bond, the taxpayer may furnish 
as security a penal bond (Form 1133), approved by the Commis- 
sioner, Becured 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 “prtificate of compliand’ is made a part 
of Form 104OD. Bonds complging with the provisions of this article, 
if properly exehted and with adequate surety, are approved, and 

~ 
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may be accepted in the nanie of the Coniirrissioner, by the collector 
or internal revenue ngeient iii charge by signing the Forrrr 1133 ns 
follows : ................................ 

Co iii m h i o  n el* of Zi~tewtnl Rev c it uc. 
By ........................ - ------- 

(Collectoi- of I i i t e m d  Revenm.) 

( I n t c ? m d  Reveiiur Agent in. Chwge.) 
____________________------------ 

A corporation will not be accepted ns a surety on such bond unless 
the corporation holds a certificate of authority from the Secretary 
of the Trenstiry as an acceptable surety on Federal bonds. I f  the 
surety on the bond is an individual or individuals such bond shall 
iiot be accepted until an investigation is made as to  the financial 
nnd other responsibility of sucll surety or sureties and such investi- 
gation shows that the collection of the tnx is amply secured by t h e  
bond. 

SEC. 147. I N F O R M A T I O N  A T  SOURCE. 
(a) Payment8 of $1,000 or more.--All ~wrsons, lii wlinlever cripriclty 

nctiiig, iuclutliiig lessees or mortgugorn of real or Iirwonul property, 
fiducinries, and employers, making pnyment to nllother person, of 111- 

terest, rent, salnrlea, wuges, preniiiiiiin, annuities, compensatlons, remii- 
iierutions, emoluments, or other Axed or  d e t e r m l n a b  galns, proflw, 
und income (other thun puymente described iu sectlon 148(a) or  14D), 
of $l,OOO or more In any tumble year, or, I n  the cu8e of surh puy- 
menta made Iiy the United Stutt.?, the oftlcers or employees of the 
United States having informiition ns to such pciyments and requlred 
to make returns in regard thereto by the regulatlone hereinafter pro- 
vided for, shall render a true und accurute return to the Commissloiier, 
under such regulations and in such form uud manner and to such ex- 
tent as may be  prescribed by him with the  approval of the Secretary, 
settlng forth the nmount of such gnins, profits, and inconie. and tlie 
m m e  and address of the redpielit of such pnyment. 

(b) Retarnr regardlear of amount of payment.-Such returns mciy be 
required, regardless of amounts, ( I )  I n  the caw of payments o f  hi- 
terest upon bonds, mortgages, &?HIS of trust. or other similur obli- 
gntlons of corporatlons, and ( 2 )  In the fast. of collections of items 
(not puyable in the United Stntes) of interest upon the bonds of 
forelgn couiitrierc and interwt upon the Iioncls of and dlvidends from 
foreign corporations by persons undertuklrig as a matter of buslnene 
or for proflt the collection of forelgn prignients of such interest 01’ 

dividends by means of coupons, checks, or bills of exchauge. 
(c) Recipient to fnrnlrh name and addrera.-When necesnary t o  iuuke 

effevtive the provisions of tlils section tlw nume nnd adclresv of the 
recipieiit of illcome slitill IW Purnlslied upwi clci~icind of the person 
pnylng the iiiconie. 

(a) Obligations of United Stntet.--The provislonu 01 I li is wction shnll 
uot tlpply to tlic 1ia~meut  of lutereut ou obligutiouv 01 the Iluiteil Stiites, 
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ART. 147-1. Return of information as to payments of $l,OOO.-All 
persons ninking payment to another person of fixed or determinable 
incorno of $1,000 or more in any calendw year must render a iwturii 
tliereof to the Commissioner for such year ON or before February 15 
of tlie following yeiir, except as specified i i i  articles 147-3 to 147-5. 
The return shall be made in each case on Foriii 1099, accompanied by 
trutismitttll Foriii 1096 showing the n1111iber of returns filed. The 
street and nuinber where the recipient of the payment lives should 
be stated, if possible. If no present iiddress is available, the last 
kiiowii post-office address must be given. Although to make necessary 
11 returii of iiiforItiution the iiicome must be fixed or deterniiiiable, it 
need not b anniiul or periodical. 

S u r ~ i s  paid i t i  iospcct of life insuranw, eiidowmoiit or annuity cow 
tracts whicli &ire required to be included in gross income under arti- 
cles 22(b) (1)-1, 22(b) (2)-1, aiid 22(b) (2)-2 come witliin tlie nieaii- 
iiig of the term “fixed or determinable iiicoiiie” trnd are required to bu 
rq)ortccl in  ret,unis of iiiforniation as required by this tirticle, except 
tlirit ptiyiiients in ivspct of policies surrendered before ;rinturity tllirl 
lapsed policies need not be reported. 
Fees for professional services paid to uttoriieys, physicians, aiicl 

iueinbers of other professions come within tho ineiming of the ter~ii 
“fixed or deterininable income” and are iquired to be reported iii 

returns of infornirtioii as required by this article. 
For tlie purposes of a return of information, an amount is deenied 

to have been paid when it is credited or set upart to the taxpayer 
without any sulsttuitial limitation or restrict ion DS to the time 01’ 

iiiiiiiner of ptymeiit or condition upon wliicli ptryrwnt is to be mail(%, 
~ n d  whicli is imcle availtii)le to l i i i i i  so that it itiiry Iw drawii at ~ i i y  

tinlo, nticl i t s  rwcipt broriglit witliiii his o w n  coiitrol iiiid dispositioil. 
ART. 147-2. Return of information as to payments to employees.--l’lie 

iianies of rill eniployees to wlioiii payitiviits of $I,OOO or over a yenr 
are n i ~ d e ,  whetlwr such total tliini is mudu up o f  wukws, salaries, C‘OIII- 

n\imioirs, or colripensutioii i i i  irny other foriii, iriirst be reportcc\. 
Heads of brtincli offices atid subcontriictors oiiiploying ltibor, who 
keep the only coniplete rccortl of piiytiietils t tiwefor, sliould file re- 
turns of iiifoimiatioii i n  regard to such puyiiieiits directly with the 
Commissioner. Wheii both iiiaiii office and braiich ofice I ~ H V C  
adequate records, the return sliould be filed by tlie main office. 
Amounts distributed or made available under an employees’ trust 
governed by the provisioiis of fiection 165 to airy beneficiary in ntiy 
taxable year, in excess of tlie sun: of his pe~wnal exemption and the 
amounts paid into the fund by him, must be reported by the trustee. 
But sea article 147-8. 

(See article 143-2.) 

(Sw also article 22(a)4. )  
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I n  the CBSB 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 shall 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 requhd.-PaymentS 
of the following character, although over $l,OOO, need not be reported 
in returns of information on Form 1099: 

(a) Payments of interest on obligations of the United States; 
( 6 )  Payments by a broker to his customers; 
(c) Payments of any type made to corporations; 
( d )  Bills paid for merchandise, telegrams, telephone, freight, stor- 

(e) Payments of rent made to real estate agents (but the agent 
must report paymenta to the landlord if the amount paid during 
the year was $l,OOO or more) ; 

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

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

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

(i) Paymenta of commissions made by fire insurance companies, 
or other companies insuring property, to general agents, except when 
specifically directed by the Commisdoner to be filed; and 

( j )  Payments of income upon which income tax has been withheld 
at  the source and mported 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 
service% 

Am. 1474.  Return of information as to interest on corporate bonds.- 
I n  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 article 1 6 5 . )  

ART. 147-5. Return of information as to paymenb to other than citi- 
zens or reaidents.-In the case of payments of fixed or determinable 

‘age, and similar charges ; 
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annual or pekiodical 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 1001-b), the returns filed by withholding agents on Form 1042 
shall constitute and be treated as returns of information. (See see- 
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. Betorn of information as to foreign items.-In the cnse 

of-foreign items, an iriformntiorl return on Form 1099 is required to 
be filed by the bank or collecting agent acaepting the items for col- 
lection, if the foreign item is Paid to a citizen or resident of the 
United States (individual or fiduciury), 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 nn individual, a partnership, or 
a fiduciary is $1,O00 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 February 15 of each 
year. The term “collection” includes the following: (a) The pay- 
ment by the licensee of the foreign item in cash; (b)  the crediting 
by the licensee of the account of the person presenting the foreign 
item; (c) the tentative crediting by the licensee of the account of the 
person preseriting the foreign iterrl until tlic amount of tho foreign 
item is received by the licensee from nbroad; arid ( d )  the receipt 
of foreign items by the licensee for the purpose of transmitting thein 
abroad for deposits. 

ART. 147-8. Information as to satnal owner.-When the person re- 
ceiving a payment falling within the provisions of the Act foi  infor- 
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 furnislied 
upon demand of the individual, corporation, or partnership pnying 
the income, and in default of n compliarm with such demand the 
payee becomes liable for the penalties provided. (See section 145.) 
Dividends on stock are prima facie the income of the record owner 
of the stock. Upon receipt of dividends by a record owner, he should 
execute Form 1087 to disclose the name and address of the actual 
owner or payee. Form 1087 should be filed with the Commissioner of 
Internal Revenue, Sorting Section, Washington, D. C., not later than 
February 15 of the succeeding year. Unless such a disclosure is 

(Sea articles 147-1 and 1474.) 
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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 a 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 ( 6 )  if the actual owner 6r 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 paymenti.-Ever~ corporation shall, when requlred by 

tlie Commlssloner, render 11 correct return, duly verified under oath, 
of Its payments Of dividends, slating the name and address of each 
shareholder, the number of shirres owned by him, cind the amount of 
dlvldends paid to him. 

(b) ProPtr declared a# diriden&.--Every corporation shall, when re- 
quired by tile Commlfsioner, furnish hlm a statement of such facts as 
wlll enable hlm to determine the portlon of the earning# or proflta of the 
corporation (Including galns, pr06ts, and income not taxed) nccumu- 
lated during mch periods as the Commissioner may specify, wlilch 
have been distributed or ordered to be distributed, respectively, to its 
shureholtlers during such tnxrible ytws  81s the Comnlisvioner may 
specify. 

( 0 )  Aooumulated earning8 and prodta.-When rcqoesteti by the Com- 
missloner. or any collector, uverg corporation shall forward to him B 

correct statement of acvurnulatetl eur i i ing~ r ind  profit8 urid the iminee 
niid addresses of the indlvidiiiils or Hhoreholtlers who would b en- 
titled to the mme If dlvldrtl or dltdrilbuted, nnd of the irmounts that 
wot~hl be puyublr to each. 

(4) Compenration of Ornoerr and employeek-Under regulations pre- 
scribed by the Commissioner with the approval of the Secretary, every 
corporation subject to taxutlon under tlils title shall, in Its return, 
eubmit a list of the nanley of all ofecers and employees of such cor- 
prntlon and the respectlve amounts paid to them durlng the taxable 
year of the corporation by tlie corporatioii a s  stllary, commlsslon, 
bonus, or other compenmtlon for personal services rendered, if the ag- 
gregiite amount so pnltl to the individual is In excess of $l6,6,ooo. The 
Gecretary of tbe Treuury shall aubmlt au annual report to Congmjg 
complled from the returlur made contalnlng the numee of, atid amounb 
pald to, each such omcer and emlJloyee and the name of the paying 
corporation. 

ART. 148-1. Beturn of information as to payments of dividends.-Sec- 
tion 148 provides that every corporation shall, when required by 
the Commissioner, render n correct return, duly verified under 
oath, of its payments of dividends, stating the name and add- of 
each shareholder, the number of shares owned by him, and the 
amount of dividends paid to liiin. In  accordance wit11 that section, 

Art. 148-1 0 148 
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CHAPTER XXVI 

NONRESIDENT ALIENS 
Supplement H-Nonresiden t Allen Indivlduuls 

SEC. 211. T A X  O N  
( a )  No United Stater barinerr or oiUae.-There xhall be levled, col- 

lected, and paid for euch taxable year, In lleu of the tax Imposed by 
sectloas 11 and 12, upon the amount recelvetl, by (*very nonresident 
alien lndlvldnal not engaged in trade or bushiem wlthln the Unlted 
States and not having an olflce or place of buslnew liiereln, iron1 sources 
wlthln the United Stiltes as interetlt (except liltere& on drlwdts wlth 
persona carrylng on the banklng business), illvldenda, rtwta, sularles, 
wages, premiums, annultles, compensations, remuneratluns, emoiumenta, 
or other Bred or determlnable annunl or perlodlcel gulns, profit#,, and 
Income, a tax of 10 per centum of such amount, except that such rate 
shall bc reduced, in the case of a rwltlcnt of u contlb%ous country, to 
such rate (not iese than 6 per centum) ILL) limy be provided by treaty 
with such country. 

(b)  United Stater barinerr or omoe.-A nonresldent nllen indlvldual 
engaged In trade or bushem in the Unlted States or having an olflce or 
place of business thereln shall be taxable wlthuut regard to the provl- 
sions of subsection (a). As used In tlila sectlon, sectlon 119. section 
143, sectlon 144, and section 231, the phruw “engaged In trade or busl- 
ness wlthln the United Stutes” includes the performllnce of personal 
servlcee withln the Unlted Stutes a t  any tlmc wlthln the taxable year, 
but does not Include the performance of personal servlces for a non- 
resldent allen Individual, foreign partnership, or foreign corporatlon, not 
engaged In trade or business wlthln the Unlted States, by B nonresident 
allen Indlvldual temporarily present In the Ulllted Stntca for u perlod 
or periods not exceedlug n total of nlnety dnys d ~ l ~ ~ l l g  tile taxubie year 
and whose compenwtlon for such servlcea t l a s  not e x c M  In the aggre- 
gate $S,OOO. Such phrase doc% not Int*lucle the c*ffectlng of truneactluna 
in the Unitwl Stntes I n  stwkx, fwcurltlcs, or conimoditles throuRh II 
resldent broker, colorulsaiun agmt, or cuatocllaii. 

N O N R E S I D E N T  ALIEN INDIVIDUALS. 

ART. 211-1. Taxation of aliens in general.--b‘or the purposes of the 
Act alien individuals are divided generally into two classes, namely, 
resident aliens and nonresident aliens. Resident alions 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 m u m  
without the United States. Nonresident aliens 
incollie from murces within the United States. 
cation of nonreeident aliens see article 211-7. 

art. 211-1 

(38% 

are taxable only on 
For further classifi- 

Q 211 

ART. 211-11. Debition.-” “nonresident nlien individual” means 

(a) Whose residepce is not within the United Stutes; and 

A n  alien actually present in the United States who is not a mere 
transient or sojourner is a resident of the United States for pur- 
poses of the income tax. Whether he is a transient is determined 
by his intentions with regard to the length and nature of his 
stay. A mere floating intention, indefinite as to time, to return to 
another country is not sufficient to constitute him a transient. I f  ho 
lives in the United States and has no definite i n k t i o n  as to his stay, 
he is a resident. One who comes to the.United Statee 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 ite accomplishment, and to that end the 
alien makea his home temporarily in the United S t a b ,  he becomes a 
resident, though it may be his intantion a t  all times to return to his 
domicile abroad when the purpose for which he came has been con- 
swnniated or abandoned. An alien whose stay in the United States 
is limited to a definite period by the immigration laws is not a m i -  
&nt of the United States within the meaning of this article, in the 
nbsence of exceptional circumstances. 
ART. 211-3. Alien seamen, when to be regarded a8 reaidents.-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 
established a residence in the United States. Residence may be 
wtablished on a vessel regularly engaged in coastwive trade, but the 
mere fact that a sailor makes his home on a vessel flying the U n i M  
States flag and engaged in foreign trade is not aufficient to eshblish 
residence in tho United States, even though the veasel, while carrying 
on foreign trade, touclies a t  American ports. An alien aaalnan may 
acquire an actual residence in the United Statee within the rules laid 
clown in article 211-4, although the nature of his calling requires him 
to be absent for a long period from the placa where his widen- is 
established. An alien seaman may q u i r e  such a residence a t  a 
sailom’ boarding house or hotel, but such u claim should be capehlly 
scrutinized in order to make sure that such residence is bone fide. 
The filing of Form 1078 or taking out first citizenship papers is 
proof of residence in the IJnited States from the time the form is 
filed or the papers taken out, unless rebuttad by other evidence show- 
ing an intention to be a transient. The fact that a head tax has been 
paid on bhnlf of an alien seaman entering the United States is no 

8 211 Art. 211-3 

an individual- 

L ( 6 )  Who is not a citizen of the United States. 
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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. 2114. 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 (u)  
proof that the alien, at least six months prior to the date he so pre- 
senta himself, has filed a declaration of his intention to become a citi- 
zen of the United States under the naturalization laws, (6) proof 
that the alien, a t  least six months prior to the date he so presents him- 
eelf, has filed . F o q  1078 or itu equivalent, or ( c )  proof of acta 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 caaes by (u) proof that the alien has filed a declara- 

tion of his intention to Lwcome a citizen of the United States under 
the naturalization laws, ( 5 )  proof that the alien has filed Form 1078- 
or its equivalent, or (c) proof of acta and statements of an alien 
ahowing a definite intention to acquire reaidence 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. 

I n  any cam in which an alien seeks to ov~rcome tho presumption 
of nolllleaidence under (1) (c) or (2) (o), if the internal-revenue 
officer who examines the alien is in doubt as to the facb, such officer 
may, to mis t  him in determining the facta, require an affidavit or 
&davi@ setting forth the facts relied upon, executed by some credi- 
ble pereon or persons, other than the alien and membere of his 
family, who have known the alien at least six months prior to the 
date of execution of the affidavit or affidavits. 

ART. 211-5. LOM of reddence by alien.-An alien who has acquired 
residence in the United States retains his status as a resident until 
he abandom 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 
wquired a residence in tlie United States is taxable as a resident for 
the remainder of hie stay in the United Sthtes. 
Am. 211-6. Duty of employer to determine status of alien employee,- 

If wages me paid to ulieiis without withholding tho tax, except as 

, 

I 

Art. 211-6 s m1 
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pennittecl in article 14W, in (lie case of a resident of Ca~uda or 
bfexico, 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 10’18, or an equivalent certificab 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 eiiiployer who seeb to account for failure to withhold in the 
past, if he had not a t  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. 

ART. 211-7. Taxation of nonresident alien individuals.-For the pur- 
poses of this article and articles 212-1, 213-1, 214-1, and 21742, 
nonresident alien individuals are divided into two classes: (a) non- 
mident alien individuals not engaged in trade or busineas within 
the United S t a b  and not having an office or place of busiiiess therein 
at any time within the texluble year, and (b)  nonresident alien indi- 
viduals who at any time within the taxable year are engaged in trade 
or business in tlie United Statm or have aii office or place of business 
therein. The term “ nonresident ali.en individuals ” includes “ non- 
rasident alien fiduciaries.” 
(a) No United state8 bucrina88 OT ofice.-For the purpow 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 aii office or place of business therein 
at any time within the w b l e  year is liable to the tax upon his 
gross income from m u m  within the United States, determined 
under the provisions of sectioii 119, which is fixed or determin- 
able annual or periodical gains, profits, and income. Specific 
items of fixed or determinable annual or periodical income are 
enumerated in the Act as interest (except interest on deposits 
with persons carrying on the banking busirwm), dividends, rents, 
salaries, wages, premiums, annuities, compnsaticin, remunera- 
tions, and emoluments, but other fixed or determinable annual or 
periodical gains, profits, and incoiiie 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 143-2. The items of 
fixed or determina6le 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 taxatioii under the 
provisions of the convention and protocol between the United States 
Art. 211-7 Q 211 
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and France eigned April 27,1982, and effective Januury 1, 1936, are 
deecribed in article 1 W .  

The fixed or determinable annual or periodical income from 8ources 
within the United States of a nonresident alien individual not 
engeged 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 thair 
6 percent) as may be provided by treaty with such country. (See 
also article 212-1.) 

( b )  U d e d  State8 bueiness or ofie.-A nonresident alien in&- 
ridud who at  m y  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 
i t m  of gross income enumerated in section 211(a). The net in- 
come from sources within the United States of such a nonresident 
alien individual (grw income from Bourcw within the United States 
minus the &a.tutory deductions provided in wctions 28 and 218) less 
the credits against net income allowable b a n  individual by section 
26, is subject to the normal tax of 4 percent imposed by section 11 
and the graduated surtax imposed by section 12(b). 

section 231, the phrase “engaged in trade or business within the 
Unitad Statea ” includes the performunce of personal services within 
the Unitel States at  any time within the taxable year but does 
not ihcluge the performance of personal services for a nonresident 
ali n individual, foreign partnership, or foreign corporation not 
engaged in frade or business within the United States by a non- 

for a period or periods not exceeding a total of 00 days during 
the taxable year and whose compensation for siicli services does 

the effecting of transactions in the United States in stocks, securities, 
or commodities -( including hdging transactions) through a resident 
broker, cummsion agent, or custoditu~. 

Whether a nonresident alien 1 1  9s an “ o5ce or place of business ” 
within the United Stntes depends upon the facts in a particular 
cam. The term “ofice or place of business,” however, implies a 
place for the regular transaction of business and does not incliitlc 
a place where casual or incidental transactions might be, or arc, 
effected. 

Neither tho heficiariee nor the grantor of a trust, whether 
revocable or irrevwble, is deemed to be engaged in trade or businem 
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in the United Sthtes or to have an office or phce of business therein, 
inerely b u s e  the trustee is engaged in trade’or business in the 
United States or has a11 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, 1986, 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 1 6 1 . )  

- 

SEC. 212. GROSS INCOME. 
(a)  Qeneral rule.-In the case of n nonresident nllen lndlvldual 

gross Income lncludee only the g1-088 hicome from noitrces wlthlii the 
United States. 

(b) Bhlpr under forelgn dag.-The Income of n nonresident nllen 
Indirldiiul wlilch conulste exclualvely of enrnlnga derived froiii the 
operntlon of a xhlp or thlpn dwunieiited under the luwa of II forelgu 
country which grantn an equivalent exemptlon to c i t h i i s  of the Uulted 
Mates and to eorporatlous orgaulzed in the Unltecl Stnteo elitill uot be 
Included In gross iucome and el11111 be exempt Prow tuxcltloii under 
thls title. 

, 

1 

As used in section 211, h i o n  119, section 148, section 144, and ~ 

ART. 212-1. GIross income of nonresident alien individuals.-In general, 
in the case of nonresideut ulien iiidividuals “ gross income )’ means 
only the gross income from sourceb within the United States, deter- 
mined under the provisions of section 119. (See articles 119-1 to 
119-14.) The items of gross income froiir sources without the United 
States and therefore not taxable t o  nonresident aliens are described 
in section 119(c). As to wlro tire nonresident alien individuals me 
IIlZiClea 211-2 to 211-0. 

Income received by a resident alien from sourccs without the 
United States is taxable although such person may become a non- 
wsitlent alien subsequent to its receipt und prior to tlic close of the 
tuxuble year. Conversely, income received by a nonresident alien 
f r o m  sources without the United States is not taxable though such 
person mny become a resident alien subsqiient to i t ?  rcceipt and 
prior to the close of the taxable yeur. 

(a) .  No United Stattv bueinrnx ov oflcc.-A lionresitlent alien in- 
tlivitlrial not engaged in  trude or hi4ness within the United State.; 
t i n t l  not having an office or plat-c. of business tlierein n t  any timc 
within tlie tuxtil)lo year is ttixn1)le oiily on gross inconre frotii sources 
within the United Stiitcs consisting of fixed or detertiiiiisblr tin*iiual 
or periodical iiicoiiw. His ttixtible invome does not indude profits 
derived froiii the cffccting uf trunsuctioiis in tlie ITnitetl Stnte.; in 

Art. 212-1 6 212 

I. 

resident alien individual temporarily present in the United States 

not exceed in tho aggregate $3,OOO. Such plirase does not includc 

(See also article 212-1.) 

I 

I 

! 
I 

1 
Art. 211-7 5 211 
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comiected ai th  theJra.de or business are npplicalde in the case of 
citizens entitled to the banefits 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(0) 
are ale0 applicable in the case of such citizens. Corporations en- 
titled to the benefits of section 251 are allowed the same deduc- 
tions from their gwxa income arising froin sources qithin the 
United States as are allowed to domestic corporations to the extent 
that such deductions am connected with such gross inconle, 
except that the so-called charitable contribution deduction allowed 
by section 23(q) is allowed whether or not connected with income 
from source6 within the United States. The proper apportionment 
and allocation of the deductions with respect to sources within and 
without the United Stntes shall be tletrrinincd 11s provided in section 
119. 

Am. 251-6. All.,wance of deductions and credits to citizens and domes- 
tio oqrporations entitled to the benefits of section 26l . - tJnle~~ a citizen of 
the United S t h a  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 vnrious sources of income within 
the United States so that the total income calls for the assessment 
of a &ax, and a return of income was not filed by or on behalf of the 
citizen or corporation, the Coinmissioner will cause a return of in- 
come to be made and include therein the iiicwme of such citizen or 
corporation from all sources concerning which he has information, 
and will &sew the tax and collect i t  from one or inore of the sources 
of income of such citizen or corporittion within the United States 
without allowanoe for deductions or credits. 

SEC. 252. CITIZENS OF POSSESSIONS O F  UNITED STATES. 
(a)  Any indiriduul who is II c*ltlceii of  iiiiy posmRIon of the 

Unlted States (but not otherwise n cltlzen Of the Unlted States) and 
who 1s not a resident of the Uiilttrl Staten, Nhcill be sulbject to taxa- 
tion under thle title only as to lncoiiie derived froin Mources wltliln 
the Unlted States, and in such case the lux sliall be computeti and 
paid In tpe same manner and eubJect to the #rime cundltious a8 In 
the caw of other peraons who are tiixclble only us to income derived 
from such sources. 

(b) Nothing ln thls sectlon shrill be construed to alter or amend 
the proviaions of the Act entitled “An Act maklng ripproprlntions 
for the naval service for the 5scaI year endlng June 80, 1022. n i i t l  for 
other purpom~”, approved July 12, 1921, relating to the irnposltlon 
of bcorne taxea In the Vlrgin Islands of the Unlted Stritt.n. 

Art. 261-6 0 262 
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ART. 2521. Status of citizeus of United States possession.-A citizen 
of a possession of the United States (except the Virgin Islands), who 
is not otherwise a citizen or resident of the United States, includ- 
ing only 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 nonmident alieii individual. (See sections 211-219.) For 
Federal income tax purposes a citizen of a possession of the United 
Statea who is not otherwise a citizen of the United States, is a citi- 
zen of a possession of the United States who has not becolne a citizen 
of the United btatas by naturalization. The fixed or determinable 
annual or periodical income from sources within the United States 
of a citizen of a possession of the United States who is treated as if 
he were a nonresident alien individual is subject to withholding. 
(See section 143.) 

For the purpose of this article citizens of the possessions of the 
United States who are not otherwise citizens of the United States 
are divided hito two classes: (1) citizens of possessions of the United 
States who a t  any time within the taxable year are not engaged in 
trade or business within the United Statw and have no office or 
pliice. of business therein ant1 (2) citizens of possessions of the 
United States who at any time within the taxable year are engagd 
in trade or business within the United Stntes or  have a11 office or 
place of business therein. The provisions of articles 211-7 to 219-1, 
inclusive, applicable to nonresident alien individuals not engaged 
in trade or business within the United States and not having an 
office or place of business therein are applicable to the citizens of 
possessions falling within the first class, while the provisions of such 
articles applicable to nonresident alien individuals who at any time 
within the taxable year are engaged in trade or business within the 
IJnited States or have an office or place qf business therein are 
applicable to citizens of possessions falling within the second clnss. 

The Act referred to in section 252(b) provides that income tax 
laws thbn or thereafter in force in the United S t a h  shall apply to 
the Virgin Islands, but that the taxes shall be paid into the treas- 
ury of the Virgin Islands. Accordingly, persons are taxed there 
iiiider the provisions of the Revenue Act of 1936. 

Art. 262-1 p 262 
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