tion outside the United States and an office
or other fixed place of business of the tax-
payer outside the United States participated
materially in such sale.

“(C) In the case of a foreign corporation
taxable under part I of subchapter L, any
income from sources without the United
States which is attributable to its United
States business shall be treated as effectively
connected with the conduct of a trade or
business within the United States.

“(D) No income 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
secvion 958(b) ), more than 50 percent of the
total combined voting power of all classes of
stock entitled to vote, or

“(i1) is subpart F income within the mean-

ing of section 952(a).

“(5) RULES FOR APPLICATION OF PARAGRAPH
(4) (B) —For purposes of subparagraph (B)
of paragraph (4)—

“(A) in determining whether a nonresi-
dent alien individual or a foreign corporation
has an office or other fixed place of business,
an office or other fixed place of business of
an agent shall be disregarded unless such
agent (i) has the authority to negotiate and
conclude contracts in the name of the non-
resident alien individual or foreign corpora~
tion and regularly exercises that authority
or has a stock of merchandise from which he
regularly fills orders on behalf of such in-
dividual or foreign corporation, and (ii) is
not a general commission agent, broker, or
other agent of independent status acting in
the ordinary course of his business,

“(B) income, galn, or loss shall not be
considered as attributable to an office or
other fixed place of business within the
United States unless such office or fixed
place of business is a material factor in the
production of such income, gain, or loss and
such office or fixed place of businéss regularly
carries on activities of the type from which
such income, gain, or loss is derived, and
" “(C) the income, gain, or loss which shall

be attributable to an office or other fixed

_place of business within the United States
shall be the income, gain, or loss properly
allocable thereto, but, in the case of a sale
described in clause (iii) of such subpara-
graph, the income which shall be treated as
attributable to an office or other fixed place
of business within the United States shall
not exceed the income which would be de-
rived from sources within the United States
if the sale were made in the United States.”

(e) EFFECTIVE DATES.—

(1) The amendments made by subsections
(2), (¢), and (d) shall apply with respect
to taxable years beginning after December
31, 1966; except that in applying section
864(c) (4) (B) (iii) of the Internal Revenue
Code of 1954 (as added by subsection (d))
with respect to a binding contract entered
into on or before February 24, 1966, activities
in the United States on or before such date
in negotiating or carrying out such contract
snall not be taken into account.

(2) The amendments made by subsection

(b) shall apply with respect to amounts re-
ceived after December 31, 1966.

SeEc. 103. NONRESIDENT ALIEN INDIVIDUALS.

(a) 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. TaAXx OoN NONRESIDENT ALIEN INDI-
VIDUALS.,

“(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 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 on
transfers described in section 1235 made on or
before October 4, 1966, )

“(C) in the case of bonds or other evi-
dences of indebtedness issued after Septem-
ber 28, 1965, amounts which under section
1232 are considered as gains from the sale or
exchange of property which is not a capital
asset, and

“(D) gains from the sale or exchange after
October 4, 1966, of .patents, copyrights, secret
processes and formulas, good will, trade-
marks, trade brands, franchises, and other
like property, or of any interest in any such
property, to the extent such gains are from
payments which are contingent on the pro-
ductivity, use, or disposition of the property
or interest sold or exchanged, or from pay-
ments which are treated as being so con-
tingent under subsection (e),

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 OR 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 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
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or business within the United States, except
that such gains and losses shall be deter-
mined without regard to section 1202 (relat-
ing to deduction for capital gains) and such
losses shall be determined without the bene-
fits 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 determining the
tax under this pargraph. For purposes of
the 183-day requirement of this paragraph, a
nonresident alien individual not engaged in
trade or business within the United States
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