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ment in the case of the estate of a nonresident alien as is accorded
a_similar-sized estate of a citizen eligible for a marital deduction.
The filing requirement for returns for the estates of these nonresi-
dent aliens also is raised from $2,000 to $30,000.

18. Situs rule for bonds—For purposes of the tax imposed on the
estates of nonresident aliens, bonds of a U.S. person, the United States,
a State, or political subdivision owned by a nonresident not a citi-
zen of the United States, are to be considered property within the
United States and therefore subject to U.S. estate tax. This rule al-
ready applies in the case of other forms of debt obligations.

19. Situs rule for bank deposits—Bank deposits of nonresident
aliens are to be treated as property within the United States and there-
fore subject to U.S. estate tax.

20. Sttus rule for deposits in foreign branch banks.—Deposits in
a foreign branch bank of a U.S. corporation are to be treated as prop-
erty without the United States and therefore not includible in a for-
eigner’s U.S. estate tax base.

21. Expatriation to avoid estate tax.—The estate of a nonresident
alien is to be taxed at the regular U.S. estate tax rates if, within 10
years of his death, the alien had expatriated from the United States
with a principal purpose of avoiding U.S. taxes.

22. Tax on gifts of nonresident aliens—Transfers of intangible
property by nonresident aliens are not to be subject to gift tax whether
or not they are engaged in business in the United States. However,
gifts of intangibles made by citizens who became expatriates within
10 years of making the gift are to be subject to gift tax if the avoidance
of income, estate or gift taxes was a principal purpose for their becom-
ing an expatriate. In the case of a person who expatriated for tax
avoidance reasons, debt obligations of a U.S. person, or of the United
States or a State or political subdivision are to be treated as having a
situs in the United States.

23. Treaty obligations—Noamendment made by this bill is to apply
in any case where its application would be contrary to any treaty
obligation of the United States. However, the granting of a benefit
provided by an amendment made by this bill is not to be considered
to be contrary to a treaty obligation. Thus, even though a nonresident
alien or foreign corporation has a permanent establishment in the
United States, income which is not effectively connected with this busi-
ness 1s to be taxed at the applicable treaty rate rather than at the
regular individual or corporate rate.

II. PURPOSE AND BACKGROUND OF THE BILL

On October 2, 1963, the President appointed a task force on
“Promoting Increased Foreign Investment in U.S. Corporate Securi-
ties and Increased Foreign Financing for U.S. Corporations Operating
Abroad.” On April 27, 1964, a report of this task force was released.
Among the recommendations of the task force were a series of pro-
posals designed to modify the U.S. taxation of foreign invest-
ors. The Treasury Department studied the recommendations of the
task force and on March 8, 1965, submitted to the Congress proposed
tax legislation designed to increase foreign investment in the United

671



