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of changes in the circumstances of the 
person whose name is on the certifi-
cate. Notwithstanding the first three 
sentences of this paragraph (h)(2), a 
withholding agent or payor may choose 
to not take advantage of the transition 
rule in this paragraph (h)(2) with re-
spect to one or more withholding cer-
tificates valid under the regulations in 
effect prior to January 1, 2001 (see 26 
CFR parts 1 and 35a, revised April 1, 
1999) and, therefore, may choose to ob-
tain withholding certificates con-
forming to the requirements described 
in this section (new withholding cer-
tificates). For purposes of this section, 
a new withholding certificate is 
deemed to satisfy the documentation 
requirement under the regulations in 
effect prior to January 1, 2001 (see 26 
CFR parts 1 and 35a, revised April 1, 
1999). Further, a new withholding cer-
tificate remains valid for the period 
specified in § 1.1441–1(e)(4)(ii), regard-
less of when the certificate is obtained. 

(3) [Reserved] For further guidance, 
see § 1.871–14T(i)(3). 

[T.D. 8734, 62 FR 53416, Oct. 14, 1997, as 
amended by T.D. 8804, 63 FR 72184, 72187, Dec. 
31, 1998; T.D. 8856, 64 FR 73409, 73412, Dec. 30, 
1999; T.D. 9323, 72 FR 18387, Apr. 12, 2007; 72 
FR 26543, May 10, 2007. T.D. 9658, 79 FR 12746, 
Mar. 6, 2013] 

§ 1.871–14T Rules relating to repeal of 
tax on interest of nonresident alien 
individuals and foreign corpora-
tions received from certain port-
folio debt investments (temporary). 

(a) [Reserved] For further guidance, 
see § 1.871–14(a). 

(b) Rules concerning obligations in 
bearer form before March 19, 2012—(1) In 
general. Interest (including original 
issue discount) with respect to an obli-
gation in bearer form is portfolio inter-
est within the meaning of section 
871(h)(2)(A) or 881(c)(2)(A) only if it is 
paid with respect to an obligation 
issued after July 18, 1984, and issued be-
fore March 19, 2012, that is described in 
section 163(f)(2)(B), as in effect prior to 
the amendment by section 502 of the 
Hiring Incentives to Restore Employ-
ment Act of 2010 (HIRE Act), Public 
Law 111–147, and the regulations under 
that section and an exception under 
section 871(h) or 881(c) does not apply. 
Any obligation that is not in registered 
form as defined in paragraph (c)(1)(i) of 

this section is an obligation in bearer 
form. 

(2) Coordination with withholding and 
reporting rules. For an exemption from 
withholding under section 1441 with re-
spect to obligations described in this 
paragraph (b), see § 1.1441–1(b)(4)(i). See 
§ 1.1471–2 for rules relating to with-
holding under chapter 4 of the Code 
that may apply to withholdable pay-
ments (as defined in § 1.1471–4(b)(145)) 
made on or after July 1, 2014, with re-
spect to an agreement or instrument 
that is not treated as an obligation 
outstanding before March 19, 2012. For 
purposes of the preceding sentence, the 
terms obligation and outstanding are de-
scribed in § 1.1471–2(b)). See also § 1.1471– 
4(d)(6) for the reporting requirements 
of participating foreign financial insti-
tutions (as defined in § 1.1471–1(b)(91)) 
with respect to accounts held by recal-
citrant account holders (as defined in 
§ 1.1471–5(g)). For rules relating to an 
exemption from Form 1099 reporting 
and backup withholding under section 
3406, see section 6049 and § 1.6049–5(b)(8) 
for the payment of interest and § 1.6045– 
1(g)(1)(ii) for the redemption, retire-
ment, or sale of an obligation in bearer 
form. 

(c)(1) through (c)(1)(ii)(D) [Reserved] 
For further guidance, see § 1.1871– 
14(c)(1) introductory text through 
(c)(1)(ii)(D). 

(2) Required statement. For purposes of 
paragraph (c)(1)(ii)(C) of this section, a 
U.S. person will be considered to have 
received a statement that meets the re-
quirements of section 871(h)(5) if either 
it complies with one of the procedures 
described in this paragraph (c)(2) and 
does not have actual knowledge or rea-
son to know that the beneficial owner 
is a U.S. person or it complies with the 
procedures described in paragraph (d) 
or (e) of this section (to the extent ap-
plicable). 

(i) The U.S. person (or its authorized 
agent described in § 1.1441–7(c)(2)) can 
reliably associate the payment with 
documentation upon which it can rely 
to treat the payment as made to a for-
eign beneficial owner in accordance 
with § 1.1441–1(e)(1)(ii). See § 1.1441– 
1(b)(2)(vii) for rules regarding reliable 
association with documentation. 

(ii) The U.S. person (or its authorized 
agent described in § 1.1441–7(c)(2)) can 
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reliably associate the payment with a 
withholding certificate described in 
§ 1.1441–5(c)(2)(iv) from a person claim-
ing to be a withholding foreign part-
nership or § 1.1441–5(e)(v) for a person 
claiming to be a withholding foreign 
trust. 

(iii) The U.S. person (or its author-
ized agent described in § 1.1441–7(c)(2)) 
can reliably associate the payment 
with a withholding certificate de-
scribed in § 1.1441–1(e)(3)(ii) from a per-
son representing to be a qualified inter-
mediary that has assumed primary 
withholding responsibility for the pay-
ment in accordance with § 1.1441– 
1(e)(5)(iv) or a qualified intermediary 
that has provided a withholding state-
ment that meets the requirements of 
§ 1.1441–1(e)(5)(v)(C) or that includes the 
payment in a withholding rate pool for 
payments excepted from withholding. 

(iv) The U.S. person (or its author-
ized agent described in § 1.1441–7(c)(2)) 
can reliably associate the payment 
with a withholding certificate de-
scribed in § 1.1441–1(e)(3)(v) from a per-
son claiming to be a U.S. branch of a 
foreign bank or of a foreign insurance 
company that is described in § 1.1441– 
1(b)(2)(iv)(A) or a U.S. branch des-
ignated in accordance with § 1.1441– 
1(b)(2)(iv)(E). 

(3) Time for providing certificate or doc-
umentary evidence—(i) General rule. In-
terest on a registered obligation shall 
qualify as portfolio interest if the with-
holding certificate or documentary evi-
dence that must be provided is fur-
nished before expiration of the bene-
ficial owner’s period of limitation for 
claiming a refund of tax with respect 
to such interest. See, however, § 1.1441– 
1(b)(7) for consequences to a with-
holding agent that makes a payment 
without withholding even though it 
cannot reliably associate the payment 
with the documentation prior to the 
payment. If a withholding agent with-
holds an amount under chapter 3 of the 
Code because it cannot reliably asso-
ciate the payment with the documenta-
tion for the beneficial owner on the 
date of payment, the beneficial owner 
may nevertheless claim the benefit of 
an exemption from tax under this sec-
tion by claiming a refund or credit for 
the amount withheld based upon the 
procedures described in §§ 1.1464–1 and 

301.6402–3(e) of this chapter. See 
§ 1.1474–5 and § 301.6402–3(e) for the al-
lowance and requirements for a refund 
with respect to an amount (including a 
payment of interest) that was withheld 
upon under chapter 4 of the Code. In 
the alternative, adjustments to any 
amount of overwithheld tax may be 
made under the procedures described in 
§ 1.1461–2(a) for a payment withheld 
upon under chapter 3 of the Code or in 
§ 1.1474–2 for a payment withheld upon 
under chapter 4 of the Code. 

(ii) [Reserved] For further guidance, 
see § 1.871–14(c)(3)(ii). 

(4) Coordination with withholding and 
reporting rules. For an exemption from 
withholding under section 1441 with re-
spect to obligations described in this 
paragraph (c)(4), see § 1.1441–1(b)(4)(i). 
For rules applicable to withholding 
certificates, see § 1.1441–1(e)(4). For 
rules regarding documentary evidence, 
see § 1.6049–5(c)(1). For application of 
presumptions when the U.S. person 
cannot reliably associate the payment 
with documentation, see § 1.1441–1(b)(3). 
For standards of knowledge applicable 
to withholding agents, see § 1.1441–7(b). 
For rules relating to reporting on 
Forms 1042 and 1042–S, see § 1.1461–1(b) 
and (c). For rules relating to an exemp-
tion from Form 1099 reporting and 
backup withholding under section 3406, 
see section 6049 and § 1.6049–5(b)(8) for 
the payment of interest and § 1.6045– 
1(g)(1)(i) for the redemption, retire-
ment, or sale of an obligation in reg-
istered form. For rules relating to 
withholding under sections 1471 and 
1472 that may apply notwithstanding 
the exemption for payments of port-
folio interest under section 1441, see 
§§ 1.1471–2(a), 1.1471–4(b), and 1.1472–1(b). 

(d) [Reserved] For further guidance, 
see § 1.871–14(d) introductory text 
through (d)(3)(iv). 

(e) Foreign-targeted registered obliga-
tions—(1) General rule. The statement 
described in paragraph (c)(1)(ii) of this 
section is not required with respect to 
interest paid on an obligation issued 
before January 1, 2016, that is a reg-
istered obligation targeting foreign 
markets in accordance with the provi-
sions of paragraph (e)(2) of this section 
if the interest is paid by a U.S. person, 
a withholding foreign partnership, or a 
U.S. branch described in § 1.1441– 
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1(b)(2)(iv)(A) or (E) to a registered 
owner at an address outside the United 
States, provided that the registered 
owner is a financial institution de-
scribed in section 871(h)(5)(B). In that 
case, the U.S. person otherwise re-
quired to deduct and withhold tax may 
treat the interest as portfolio interest 
if it does not have actual knowledge 
that the beneficial owner is a United 
States person and if it receives the cer-
tificate described in paragraph (e)(3)(i) 
of this section from a financial institu-
tion or member of a clearing organiza-
tion, which member is the beneficial 
owner of the obligation, or the docu-
mentary evidence or statement de-
scribed in paragraph (e)(3)(ii) of this 
section from the beneficial owner, in 
accordance with the procedures de-
scribed in paragraph (e)(4) of this sec-
tion. 

(2) through (i)(2) [Reserved] For fur-
ther guidance, see § 1.871–14(e)(2) 
through (i)(2). 

(3) Effective/applicability date. The 
rules of paragraphs (b)(2), (c)(3)(i), and 
(c)(4) of this section apply to payments 
of interest made after June 30, 2014. 
(For payments of interest made before 
July 1, 2014, see paragraphs (b)(2), 
(c)(3)(i), and (c)(4) of this section as in 
effect prior to February 28, 2017.) 

(j) Expiration date. The applicability 
of this section expires on or before Feb-
ruary 28, 2017. 

[T.D. 9658, 79 FR 12746, Mar. 6, 2014] 

§ 1.871–15 Treatment of dividend 
equivalents. 

(a) through (c) [Reserved] 
(d) Specified NPCs—(1) Specified NPCs 

before January 1, 2016. For payments 
made after March 18, 2012, and before 
January 1, 2016, a specified NPC is any 
NPC if— 

(i) In connection with entering into 
the contract, any long party to the 
contract transfers the underlying secu-
rity to any short party to the contract; 

(ii) In connection with the termi-
nation of the contract, any short party 
to the contract transfers the under-
lying security to any long party to the 
contract; 

(iii) The underlying security is not 
readily tradable on an established secu-
rities market; or 

(iv) In connection with entering into 
the contract, the underlying security is 
posted as collateral by any short party 
to the contract with any long party to 
the contract. 

(d)(2) through (n) [Reserved] 
(o) Effective/applicability date. This 

section applies to payments made on or 
after January 23, 2012. 

[T.D. 9648, 78 FR 73080, Dec. 5, 2013] 

§ 1.872–1 Gross income of nonresident 
alien individuals. 

(a) In general—(1) Inclusions. The 
gross income of a nonresident alien in-
dividual for any taxable year includes 
only (i) the gross income which is de-
rived from sources within the United 
States and which is not effectively con-
nected for the taxable year with the 
conduct of a trade or business in the 
United States by that individual and 
(ii) the gross income, irrespective of 
whether such income is derived from 
sources within or without the United 
States, which is effectively connected 
for the taxable year with the conduct 
of a trade or business in the United 
States by that individual. For the de-
termination of the sources of income, 
see sections 861 through 863 and the 
regulations thereunder. For the deter-
mination of whether income from 
sources within or without the United 
States is effectively connected for the 
taxable year with the conduct of a 
trade or business in the United States, 
see sections 864(c) and 871 (c) and (d), 
§§ 1.864–3 through 1.864–7, and §§ 1.871–9 
and 1.871–10. For special rules for deter-
mining the income of an alien indi-
vidual who changes his residence dur-
ing the taxable year, see § 1.871–13. 

(2) Exchange transactions. Even 
though a nonresident alien individual 
who effects certain transactions in the 
United States in stocks, securities, or 
commodities during the taxable year 
may not, by reason of section 864(b)(2) 
and paragraph (c) or (d) of § 1.864–2, be 
engaged in trade or business in the 
United States during the taxable year 
through the effecting of such trans-
actions, nevertheless he shall be re-
quired to include in gross income for 
the taxable year the gains and profits 
from those transactions to the extent 
required by § 1.871–7 or § 1.871–8. 
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