FOREIGN INVESTORS TAX .ACT OF 1966 9

“SEC. 871. TAX ON NONRESIDENT ALIEN INDIVIDUALS.

“(a) INcoME Nor CoNNECTED WITH UNITED STATES BUSINESS—30 PERCENT
TaAx,—

“(1) INCOME OTHER THAN CAPITAL GAINS.—There is hereby imposed for
each taxable year a tax of 30 percent of the amount received from sources
within the United States by a nonresident alien individual as—

“(A) interest, dividends, rents, salaries, wages, premiums, annuities,
compensations, remunerations, emoluments, and other fixed or deter-
minable annual or periodical gains, profits, and income, .

(B) gains described in section 402(a) (2), 403(a) (3), or 631 (b)
or (e), and gains on transfers described in section 1235, and

“(C) amounts which under section 341, or under section 1232 (in
the case of bonds or other evidences of indebtedness issued after Sep-
tember 28, 1965), are treated as gains from the sale or exchange of
property which is not a capital asset, ,

but only to the extent the amount so received is not effectively connected
with the conduct of a trade or business within the United States.

““(2) CAPITAL GAINS OF ALIENS PRESENT IN THE UNITED STATES 183 DAYS
OrR MORE.—In the case of a nonresident alien individual present in the United
States for a period or periods aggregating 183 days or more during the
taxable year, there is hereby imposed for such year a tax of 30 percent of
the amount by which his gains, derived from sources within the United
States, from the sale or exchange at any time during such year of capital
assets exceed his losses, allocable to sources within the United States, from
the sale or exchange at any time during such year of capital assets. For
purposes of this paragraph, gains and losses shall be taken into acecount
only if, and to the extent that, they would be recognized and taken into
account if such gains-and losses were effectively connected with the con-
duct of a trade or business within the United States, except that such
gains and losses shall be determined without regard to section 1202 (relating
to deduction for capital gains) and such losses shall be determined without
the benefits of the capital loss carryover provided in section 1212. Any
gain or loss which is taken into account in determining the tax under
paragraph (1) or subsection (b) shall not be taken into account in de-
termining the tax under this paragraph. For purposes of the 183-day
requirement of this paragraph, a nonresident alien individual not engaged
in trade or business within the United States who has not established a
taxable year for any prior period shall be treated as having a taxable year
which is the calendar year. .

“(b) INCOME CONNECTED WITH UNITED STATES BUSINESS—GRADUATED RATE
oF TAx.—

“(1) IMPOSITION OF TAX.—A nonresident alien individual engaged in trade
or business within the United States during the taxable year shall be
taxable as provided in section 1 or 1201(b) on his taxable income which
is effectively connected with the conduct of a trade or business within the
United States. :

“(2) DETERMINATION OF TAXABLE INCOME.—In determining taxable income
for purposes of paragraph (1), gross income includes only gross income
which is effectively connected with the conduct of a trade or business within
the United States.

“(c) PARTICIPANTS IN CERTAIN EXCHANGE OR TrRAINING Pro¢rRAMS.—For pur-
poses of this section, a nonresident alien individual who (without regard to
this subsection) is not engaged in trade or business within the United States
and who is temporarily present in the United States as a nonimmigrant under
subparagraph (F) or (J) of section 101(a) (15) of the Immigration and Na-
tionality Act, as amended (8 U.S.C. 1101(a) (15) (F) or (J)), shall be treated
as a nonresident alien individual engaged in trade or business within the
United States, and any income described in section 1441(b) (1) or (2) which
is received by such individual shall, to the extent derived from sources within
the United States, be treated as effectively conuected with the conduect of a
trade or business within the United States.

“(d) EvrectioN To TREAT REAL PROPERTY INCOME AS INCOME CONNECTED WITH
UNITED STATES BUSINESS.— :

‘(1) IN ¢ENERAL—A nonresident alien individual who during the taxable
year derives any income—
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