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any partnership not engaged in trade or business within the
United States and not having any office or place of business
therein and composed in whole or in part of nonresident aliens,
(B) 12 per centum in the case of such a foreign corporation,
and (C) 2 per centum in the case of other individuals and
partnerships : Provided further, That if the owners of such
obligations are not known to the withholding agent the Com-
missioner may authorize such deduction and withholding to
be at the rate of 2 per centum, or, if the liability assumed by
the obligor does not exceed 2 per centum of the interest, then
at the rate of 5 per centum .

(2) BENEFIT OF CREDITS AGAINST NET INCOME.-Such deduc-
tion and withholding shall not be required in the case of a
citizen or resident entitled to receive such interest, if he files
with the withholding agent on or before February 1 a signed
notice in writing claiming the benefit of the credits provided
in section 25(c) and (d) ; nor in the case of a nonresident alien
individual if so provided for in regulations prescribed by the
Commissioner under section 215 .

(3) WITHHOLDING AT LOWER RATE.-Such deduction and with-
holding shall be at the rate of 11/2 per centum instead of at the
rate of 2 per centum in the case of a citizen or resident entitled
to receive such interest if he files with the withholding agent on
or before February 1 a signed notice in writing that his net
income in excess of the credits against net income provided in
section 25 does not exceed $4,000 .

(4) INCOME of OBLIGOR AND OBLIGEE.-The obligor shall not be
allowed a deduction for the payment of the tax imposed by this
title, or any other tax paid pursuant to the tax-free covenant
clause, nor shall such tax be included in the gross income of the
obligee .

(b) Nonresident aliens.-All persons, in whatever capacity
acting, including lessees or mortgagors of real or personal property,
fiduciaries, employers, and all officers and employees of the United
States, having the control, receipt, custody, disposal, or payment of
interest (except interest on deposits with persons carrying on the
banking business paid to persons not engaged in business in the
United States and not having an office or place of business therein),
rent, salaries, wages, premiums, annuities, compensations, remu-
nerations, emoluments, or other fixed or determinable annual or
periodical gains, profits, and income, of any nonresident alien indi-
vidual, or of any partnership not engaged in trade or business within
the United States and not having any office or place of business
therein and composed in whole or in part of nonresident aliens,
(other than income received as dividends of the class allowed as a
credit by section 25(a)) shall (except in the cases provided for in
subsection (a) of this section and except as otherwise provided in
regulations prescribed by the Commissioner under section 215)
deduct and withhold from such annual or periodical gains, profits,
and income a tax equal to 5 per centum thereof : Provided, That
the Commissioner may authorize such tax to be deducted and with-
held from the interest upon any securities the owners of which are
not known to the withholding agent .

(c) Return and payment.-Every person required to deduct and
withhold any tax under this section shall make return thereof on or
before March 15 of each year and shall on or before dune 15, in lieu
of the time prescribed in section 56, pay the tax to the official of the
United States Government authorized to receive it . Every such
person is hereby made liable for such tax and is hereby indemnified
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