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“(2) StoCck OR DEBT OBLIGATIONS.—(Gains on the sale or ex-
change of stock issued by a domestic corporation or debt obliga-
tions of United States persons or of the United States, a State or

. political subdivision thereof, or the District of Columbia.
“(d) ExceprioN ror Loss or Citizensarp For CERTAIN CAUSES.—
Subsection (a) shall not apply to a nonresident alien individual whose
loss of United States citizenship resulted from the application of sec-
tion 801(b), 850, or 855 of the Immigration and Nationality Act, as
amended (8 U.S.C. 1401 (b), 1482, or 1487). '

“(e) Burben oF Proor.—If the Secretary or his delegate establishes
that it is reasonable to believe that an individual’s loss of United States
citizenship would, but for this section, result in a substantial reduction
for the taxable year in the taxes on his probable income for such year,
the burden of proving for such taxable year that such loss of citizen-
ship did not have for one of its principal purposes the avoidance of
taxes under this subtitle or subtitle B shall be on such individual.”

(2) The table of sections for subpart A of part IT of subchapter.
N of chapter 1 (relating to nonresident alien individuals) is
amended by striking out the item relating to section 877 and
inserting in lieu thereof the following:

~ “Sec. 877. Expatriation to avoid tax.
“Sec. 878. Foreign educational, charitable, and certain other exemp
: : organizations.” -
(f) Partiar Excrusion oF Divipenps.—Subsection (d) of section
116 (relating to certain nonresident aliens ineligible for exclusion) is
amended to read as follows: o

“(d) Cerramn NoNreSIDENT ALIENS INELIGIBLE FOR ExcLusioNn.—In
th? case of a nonresident alien individual, subsection (a) shall apply
only— ‘

T (1) in determining the tax imposed for the taxable year pur-
suant to section 871(b) (1) and only in respect of dividends which
are effectively connected with the conduct of a trade or business

-within the United States, or

“(2) in determining the tax imposed for the taxable year pur-
suant to section 877(b).” : '

(g) WrraaoLpING OF Tax oN NoNRESIDENT ALIENS.—Section 1441

(relating to withholding of tax on nonresident aliens) is amended—

(1) by striking out “(except interest on deposits with persons
carrying on the anking business paid to persons not engaged in
business in the United States)” in subsection (b);

(2) by striking out “and amounts described in section 402
(a) (2)” and all that follows in the first sentence of subsection (b)
and inserting in lieu thereof “and gains described in section
402(a) (2), 403(a) (2), or 631 (b) or %c), and gains on transfers
described in section 1235.”; . : "

(3) by striking out paragraph (1) of subsection (¢) and insert-:
ing in lieu thereof the following new paragraph: ‘ :

“(1) INCOME CONNECTED WITH UNITED STATES BUSINESS.—NoO
deduction or withholding under subsection (a) shall be required

- in the case of any item of income (other than compensation for
personal services) which is effectively connected with the conduct
of a trade or business within the United States and on which a
tax is im?osed for the taxable year pursuant to section
871(b) (1).”; |
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