a full year before belng required to remit
those taxes, when employers must remit taxes
withheld on domestic wages at least quar-
terly. The Government loses the use of the
revenue, which revenue in 1962 exceeded $80
million, for the entire year. Accordingly,
section 1461 requiring the return and pay-
ment of taxes withheld on aliens by March
15 should be revised to eliminate this spe-
cific requirement. The Secretary or his dele-
gate would then exercise the general author-
ity granted him under sections 6011 and
6071 and require withholding agents to re-
turn and remit taxes withheld on income
derived by nonresident aliens quarterly.
However, no detailed quarterly return would
be required.

9. Exemption for bank deposits: Under
present law, an exemption from income taxes,
withholding, and estate taxes is provided for

_bank deposits of nonresident alien individ-
uals not doing business in the United States.
By administrative interpretation, deposits in
some savings and loan associations are
treated as bank deposits for purposes of these
exemptions, but such exemptions do not
apply to most savings and loan associations.
There does not appear to be any justification
for this distinction between types of savings
and loan assoclations and it should be elimi-

" nated by extending these exemptions to all

such associations.

10. Forelgn tax credit—similar credit re- -

quirement: Section 901(b) (3) provides that
resident aliens are entitled to a foreign tax
credit only if thelr native country allows a
similar credit to our citizens residing in that
country. Apparently the provision is de-
signed to encourage foreign countries to
grant similar credits to our citizens. How-
ever, this requirement works a hardship on
refugees from totalitarian governments. For
example, the Castro government is not con-
cerned with whether Cubans in this country
receive a foreign tax credit. Therefore, it is
recommended that the simlilar credit require-
ment of section 901(b)(8) be eliminated,
subject to reinstatement by the President
where the foreign country, upon request, re-
- fuses to provide a similar credit for U.S.
citizens. Of course, no request would or-
dinarily be made in a case, such as Cuba,
where the possible reinstatement of the pres-
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ent reciprocity requirement would have little
or no effect upon the foreign government's
policy toward U.S. citizens.

11. Stamp taxes on orlginal issuances and
transfers of foreign stocks and bonds in the
United States to foreign purchasers: Our
stamp tax on certificates of indebtedness is
imposed on issuances and transfers within
the territorial jurisdiction of the United
States. The stamp tax on issuances of stock
does not apply to stock issued by a foreign
corporation, but the transfer tax applies to
transfers in the United States. These taxes
have forced U.S. underwriters who handle
issuances of foreign bonds and stocks and
their original distribution to foreign pur-
chasers to handle closings overseas. In view
of the limited association of such issuances
and transfers with the United States and the
fact that these taxes are ordinarily avoided
by moving the transactions outside the
United States, our law should be revised to
exempt original offerings of foreign issuers to
foreign purchasers from our stamp taxes
where only the issuances and transfers take
place In the United States. Such an exemp-
tion would facilitate such transactions and
their handling by U.S. underwriters and is
consistent -with our balance-of-payments

.objectives.
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12. Wilthholding taxes on savings bond in-
terest: The Ryukyu Islands, the principal is-
land of wihich is Okinawa, and the. Trust
Territory of the Pacifle, principally the Caro-
linte, Marshall, and Mariana Islands, although
under the protection and control of the
United States, are technically foreign terri-
tory. Thus, the Islanders are nonresident
alicns and subject to a 30-percent with-
holding tax on interest on U.S. savings
bonds. This interferes with the selling of
U.S. savings bonds. Therefore, the '30-per-
cent withholding tax as it applies to. the in-
terest income realized from U.S. savings
bonds by native resldents of these islands
should be climinated.

It addition to the changes discussed above,
the proposed leglslation makes a number of
clarifying and conforming changes to pres-
cent law. i



