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tion 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 m sec-
tion 1235.”7;

(3) by striking out paragraph (1) of subsection
(¢) and inserting in lieu thereof the following new
paragraph:

“(1) INCOME CONNECTED WITH UNITED STATES
BUSINESS.—No deduction or withholding under subsec-
tion (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 imposed for the taxable year pursuant to section
871 (b) (1).”;

(4) by amending paragraph (4) of subsection (c)
to read as follows: |

““(4) COMPENSATION OF CERTAIN ALIENS.—Un-
der regulations prescribed by the Secretary or his dele-
gate, compensation for personal services may be ex-
empted from deduction and withholding under subsection
(a).”; and

(5) by striking out “amounts described in section
402 (a) (2), section 403 (a) (2), section 631 (b) and
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