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Taxability of interestfrom bonds and dividendson stock of domesticcorporations
ownedby nonresidentaliens,andthe liabilities of nonresidentaliensundersection2
of theactof October3, 1913.

TreasuiyDepartment
Office of Commissionerof Internal Revenue

Washington,D.C., March21, 1916
To collectorsof internal revenue:

Under the decisionof the SupremeCourt of the United Statesin the caseof
Who ~s Brushaberv. Union Pacific Railway Co., decidedJanuary21, 1916, it is herebyheld
subject ? that incomeaccruingto nonresidentaliens in the form of interestfrom the bondsand

dividends on the stock of domestic corporationsis subject to the income tax
imposedby the actof October3, 1913.

Nonresidentaliens are not entitled to the specific exemptiondesignatedin
Who is paragraphC of the income-taxlaw, but are liable for the nonrial and additional tax
liable ? upon the entire net income “from all propertyowned,and of every business,trade,

or professioncarriedon in the United States,”computedupon the basisprescribed
in the law.

Who files Theresponsibleheads,agents,or representativesof nonresidentaliens,who are
Form 1040 ~ in chargeof the property owned or businesscarriedon within the United States,
Regarding shall make a full and complete return of the income therefrom on Form 1040,
whose revised,and shall pay any and all tax, normal and additional, assessedupon the
income? incomereceivedby them in behalfof their nonresidentalien principals.

The person,finn, company,copartnership,corporation,joint-stockcompany,or
association,and insurancecompanyin the United States,citizen or residentalien, in
whatevercapacityacting,having the control, receipt, disposal,or paymentof fixed
or determinableannualor periodicgains, profits, and incomeof whateverkind, to a
nonresidentalien, underany contract or otherwise,which paymentshall represent
incomeof a nonresidentalien from the exerciseof any tradeor professionwithin the
United States,shall deductandwithhold from suchaimual or p.eriodicgains, profits,
and income, regardlessof amount, and pay to the office of the United States
Governmentauthorizedto receivethe samesuchsum as will be sufficient to pay the
normal tax of 1 percent imposedby law, and shall makean annualreturn on Form
1042.


