“(B) Income, gain, or loss from sources

without the United States shall be treated as-

effectively connected with the conduct of
a trade or businiess within the United States
by a nonresident alien individual or a foreign
corporation if such person has an office or
other fixed place of business within the
United States to which such income, gain,
or loss is attributable and such income, gain,
or loss—

“(i) consists of rents or royalties for the
use of or for the privilege of using intangible
property described in section 862(a) (4) (in-
cluding any gain or loss realized on the sale
of such property) derived in the active con-
duct of such trade or business;

. “*(il) consists of dividends or interest, or
gain or loss from the sale or exchange of
stock or notes, bonds, or other evidences of
indebtedness, and either is derived in the
active conduct of a banking, financing, or

similar business within the United States or-

is received by a corporation the principal
business of which is trading in stock or
securities for its own account; or

“(iii) is derived from the sale (without

the United States) through such office or
fixed place of business of personal property
described in section 1221(1), except that this
clause shall not apply if the property is sold
for use, consumption, or disposition outside
the United States and an office or other fixed
place of business of the taxpayer outside the
United States participated materially in such
sale.
In the case of a sale described in clause (iii),
ithe income which shall be treated as attrib-
utable to the office or other fixed place of
business within the United States shall not
exceed the income which would be derived
from sources within the United States if
the sale were made in the United States.

“(C) No income, gain; or loss from sources
without the United States shall be treated
as effectively connected with the conduct of
a trade or business within the United States
if it either—

“(i) consists of dividends, interest, or
royalties paid by a foreign corporation in
which the taxpayer owns (within the mean-
ing of section 958(a)), or is considered as
owning (by applying the ownership rules of
section 958(b) ), more than 50 percent of the
total combined voting power of all classes
of stock entitled to vote, or

“(ii) is subpart F income within the
meaning of section 952(a).”
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(e) EFFECTIVE DATES.—

(1) The amendments made by subsections
(a), (c), and (d) shall apply with respect to
taxable years beginning after December 31,
1966. -

(2) The amendments made by subsection
(b) shall" apply with respect to amounts
received after December 31, 1966.

SEc. 3. NONRESIDENT ALIEN INDIVIDUALS.

(2) Tax oN NONRESIDENT ALIEN INDIVID-
UALS.—

(1) Section 871 (relating to tax on non-
resident alien individuals) is amended to
read as follows:

“Sec. 871, Tax oN NONRESIDENT ALIEN IN-
DIVIDUALS.,

“(a) INcoME NoT CONNECTED WITH UNITED
StaTES BUSINESS—30 PERCENT TAX.—

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

“(A) interest, dividends, rents, salaries
wages, premiums, annuities, compensations
remunerations, emoluments, and other fixe
or determinable annual or periodical gains
profits, and income,

“(B) gains described in section 402(a) (2),
403(a) (2), or 631 (b) or (c), and gains onl
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
September 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 re-
ceived 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 OR MORE.—In the
case of a nonresident alien individual pres-
ent 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 account only if, and to the extent that,
they would be recognized and taken into ac-
count if such gains and losses were effec-
tively connected with the conduct of a trade
or business within the United States, except
that such gains and losses shall be de-
termined without regard to section 1202 (re-
lating to deduction for capital gains) and.
such losses shall be determined without the
benefits of the capital loss carryover. pro-
vided 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 determining
the tax under this paragraph. For purposes
of the 183-day requirement of this para-
graph, 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 WiIirH TUNITED
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 txable
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 TRAINING PrRoGRAMS.—For purposes 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 subparargaph (F) or (J) of section
101(a) (15) of the Immigration and Nation-




