










































































































































































































































































Table 1.—Withholding Tax Rates on Income Other Than Personal
Service Income Under Chapter 3, Internal Revenue
Code, and Income Tax Treaties—For Withholding in 1990

Income code number

1

2

s

7

"

2

Intarast on tax-free covenant bonda
Isaued before 1934
T

Dividends paid by

Copyright royaitiea

Country of residence of payee
Maturity
data
interest extended U.S, aub- Real
Intereat paid to atter 1933 aldiariea property
paid by Interest on | controlling | If obligor If obligor | end obligor us. to foreign Motion Income and
us. real foreign assumea assumea assumea corpora- parent Indus- picturea natural Pensione
obligors property corpora- more than | 2% or less | over 27'4% tiona corpors- Capital trial R resources and
Neme Code generel | morigegea tione 2% of tax of tax of tag generar® tiona® galna® royaities | televison Other royaities” | snnuities
AS 10 10 10 2 0 | 10 15 » 115 30 10 10 10 30 ‘0
AU 0 30 "0 "0 "0 "0 ™5 =5 30 0 "0 "0 30 ‘0
BB 12% 2% 12 2 2% 12'% 15 =5 0 12% 12%, 12% 30 )
BE 15 15 15 2 815! 215! 15 £45 0 0 "0 0 30 -0
CA ] s R 2 "5 15 15 10 ‘30 %10 °10 0 30 15
China, People’s Republic of CH 10 °10 10 2 °10 *10 *10 10 30 ™10 10 10 30 0
Cyprus ... CY 10 10 10 2 *10 10 15 =5 =0, 0 0 0 30 L0
Denmark DA "0 "0 "0 0 "0 0 "5 5 30 "0 "0 0 30 0
Egypt .. EG "5 30 "5 2 "5 "5 "5 =5 -0 "0 "0 915 30 “0
Finland Fl 0 °0 *0 0 0 0 15 5 Sn ) 0 30 0 30 =0
France FR 0 0 0 0 0 0 "5 i %0 5 0 0 30 0
Germany, Fed. Rep. of GE 0 90 0 0 0 0 15 15 ooy 0 0 0 30 0
Greece GR 0 "0 30 0 0 "0 30 30 30 . "0 30 "0 30 ‘0
Mungary HU 0 0 0 0 0 0 15 =5 “0 0 0 0 30 “0
Iceland . IC 0 0 0 0 0 0 "5 5. 0 0 30 0 30 *0
El 0 "0 30 <) “0 “"0 15 L 30 =0 “0 G 1) "5 ‘0
AT 15 15 815 2 15 E15) 15 5 0 10 K % 30 “0
JM 2% 2% 2% " 2 12 12" 15 910 “0 10 10 10, 30 )
JA °10 10 10 2 *10 10 915 10 =20 10 10 10 30 0
Korea,/Rep. of....coiiniiaionnicns KS 2 12 12 2 212 i Jid >0 0 “15 °10 “10 30 “0
Luxembourg* rovo| (Y 0 30 "0 0 "0 0 "5 =5 30 "0 "0 0 30 ‘0
Malta ... MT 12 °12'% 12, 2 12, 2% 15 =5 80, 12" 12 0 30 0
Morocc MO 15 &5 $15 2 15 15 1S =10 G "0 *10 10 30 “0
Netherlands .1 NL | <%0 0 0 0 0 0 15 =25 L] 0 0 0 30 ‘0
Netherlands Antilles, Aruba™.. | NA, .
) AA "0 30 30 30 30 30 30 30 30 30 30 30 30 30
NZ *10 10 *10 2 10 *10 &S 15 =0 10 10 10 30 0
NO * 0 0 0 0 0 0 15 815 -0 0 0 0 30 “0
PK 30 30 30 2 30 27 30 S 30 "0 30 "0 30 “0
RP 15 15 15 2 15 15 25 =220 0 15 S 15 30 °30
PL 0 ‘0 0 0 0 0 15 >5 L) *10 °10 10 30 30
RO 10 10 *10 2 °10 °10 10 10 Lie) 15 10 10 30 “0
SwW "0 0 "0 "0 "0 "0 "5 gl ™0 0 0 0 30 ‘0
Switzerland - SZ IS 5 <5 2 5 "5 "5 > 30 "0 "0 "0 30 ‘0
Trinidad & Tobago. TD 30 30 30 2 “ 30 30 30 815 30 30 20
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Table 1.—Continued

Income code number 1 2 3 L] 12 13 14
Interest on tax-fres covenant bonde
____Country of residence of payes Issued before 1934 | Copyright royalties <
Meare”
Interest extended Real
Interest paid to after 1833 property
paidby | intereston | controlting | it obligor | Itobiigor | and obligor Income and
U.s real foreign assumes assumes assumes natural Pensions
obligors” property corpora- | more than | 2% or less | over 274 % resources and
Name Code | general | mortgages tions 2% of tax of tax of tax Other royaities® | annuities
Union of Soviet Socialist
UR 0 30 30 2 30 27 0 30 30
.| UK 0 °0 0 °0 0. 0 0 30 )
Other countries ol | (9,9) 30 30 30 2 30 27 30 30 30
*No U.S. tax is imposed on a percentage of any dividend paid by a U.S. corporation that received at the will be as not having a permanent establishment in the United States

least 80% of its gross income from an active foreign business for the 3-year period before the dividend is
declared. (See sections 871(i)(2)(B) énd 881(d) of the Internal Revenue Code.)

® The reduced rate applies to dividends paid by a subsidiary to e foreign parent corporation that has the
reqmved percentage of stock ownership. In same cases, the income of the subsidiary must meet certain

e.g. a certain ge of its total income must consist of income other than dividends
and interest). In the case of ltely, the reduced rate is 10% if the loreign corporation owns 10% to 50% of
the voting stock (for a 12-month period) of the company paying the dividends.

© The exemption or reduction in rate applies only if the recipient is subject to tax on this income in the
country of residence. Otherwise a 30% rate applies.

9 Exemption does not apply to U.S. Government (federal, state, or local) pensions and annuities; a
30% rate applies to these pensions and annuities. In the case of the United Kingdom, U.S. government
pensions paid to individuals who are both U.K. residents and nationals are exempt from U.S. taxation,

* The treaty exemption that applies to U.S. source capital gains includes capital gains under section
871(a)(2) it they are received by a nonresident alien who is in the U.S. for not more than 183 dsys. (182
deys for Belgium and Egypt.)

! Includes afimony.

° Under the treaty the exemption or reduction in rate does not apply it the recipient has a permanent
establishment in the United States and the property giving rise to the income is effectively connected _
with this permanent establishment. In the case of Australis, Barbados, Canada, China, Cyprus, Franca,
Hungary, taly, Jamaica, Malta, New Zealend, Philippines, and the United Kingdom, the exemption or
reduction in rate also does not apply it the property giving nise 1o the income is effectively connacted with
a fixed base in the United States from which the recipient performs independent personal services (pro-
fessional services for royalties paid to a Philippines resident). Even with the treaty, if the income is not
affectivety connected with a trade or business in the United States by the recipient, the recipient will be \
considered as not having 8 permanent establishment in the United States under IRC section 894(b).

" Under the treaty the exemption or reduction in rate does not apply if the recipient is engaged in 8
trade or business in the United States through a permanent establishment that is in the United States.
However, it the income is not effectively connected with a trade or business in the United States by the

for me purpose of applying the reduced treaty rate to that item of income. IRC section 894(b).

' Bangladesh has not indicated that it wishes to assume the responsibilities or exercise the rights ol the
United States—Pakistan income tax treaty.

! Exemption is not available when paid from a fund, under an employees’ penaion or annuity plan, it
contributions to it are deductible under U.S. tax laws in determining taxable income of the employer.

* Exemption from or reduction in rate of does not apply to income of holding companies entitled to spe-

_ cial tax benefits under the laws of Luxembourg.

' Exemption does not apply to gains from the sale of real property.

" Treaty terminated January 1, 1888, except that the exempnun from lax provided in Article VIIl for cer-
tain interest will remain in force.

" The exemption applies only to interest on credits, Ioans. and other indebtedness connected with the
tinancing of trade betwesn the United States and the Union of Soviet Socialist Republics. It does not
include interest from the conduct of a genersl banking business.

° The exemption applies only to gains from the sale or other disposition of property acquired by gift or
inheritance.

® The exemption does not apply If the reoipueﬂt was a resident of the Unned States when the pension
was eamed or when the annuity was purchased.

¢ Annuities paid in return for other than the recipient's personal services are exempt.

' Generally, it tha property was owned by the Canadian resident on September 26, 1980, not as part of
the business property of 3 permanent establishment or fixed base in the U.S., the taxable gain Is limited
to the appreciation after 1884. Capital gains on personsi property not belonging lo a permanent estab-
lishment or fixed base of the taxpayer in the U.S. are exempt,

* Under the treaty, the reduced rate for royatties with respect to tangible personal property is 7%.

' Does not include elimony; alimony is exempt.

* Withholding at 30% may not be required on the disposition of U.S. reat property interests. See U.S.
Real Property Interest earlier in this publication.

¥ Tax imposed on 70% of gross royalties for rentals of industnal, or scientific equipment.
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