34 FOREIGN INVESTORS TAX ACT OF 1965

“(2) TRANSFERS OF INTANGIBLE PROPERTY.—Except as provided
in paragraph (3), paragraph (1) shall not apply to the transfer
gf itangible property by a nonresident not a citizen of the United

States. S o

“(3) Exceprrons.—Paragraph (2) shall not ap(fly in the case
of a donor who at any time after March 8, 1965, and within the 10-
year period ending with the date of transfer lost United States
citizenship unless—

“(A) such donor’s loss of United States citizenship
resulted from the application of section 301(b), 850, or 355
of the Immigration and Nationality Act, as amended (8
U.S.C. 1401(b), 1482, or 1487), or
~ “(B) such loss did not have for one of its principal pur-
poses the avoidance of taxes under this subtitle or subtitle A.

“(4) BurbEN oF ProoF.—If the Secretary or his delegate estab-
lishes that it is reasonable to believe that an individual’s loss of
United States citizenship would, but for paragraph (3), result in
a substantial reduction for the calendar year in the taxes on the
transfer of property by gift, the burden of proving that such loss
of citizenship did not have for one of its principal purposes the
avoidance of taxes under this subtitle or subtitle A shall be on such
individual.”

(b) TransrerRs IN GENERAL.—Subsection Sb) of section 2511 (relat-
ing to situs rule for stock in a corporation) is amended to read as
follows:

“(b) InTanciBLE PROPERTY.—For purposes of this chapter, in the
case of a nonresident not a citizen of the United States who is excepted
from the application of section 2501 (a) (2)—

“(1) shares of stock issued by a domestic corporation, and
“(2) debt obligations of—

“ § A) a United States person, or
“(B) the United States, a State or any political sub-
division thereof, or the District of Columbia,

which are owned by such nonresident shall be deemed to be property
situated within the United States.” .

(¢) Errrcrive Date.—The amendments made by this section shall
apply with respect to the calendar year 1966 and all calendar years
thereafter. '

SEC. 10. TREATY OBLIGATIONS. '

No amendment made by this Act shall apply in any case where its
application would be contrary to any treaty obligation of the United
States. For purposes of the preceding sentence, the extension of a
benefit provided by any amendment made by this Act shall not be
deemed to be contrary to a treaty obligation of the United States.
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