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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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