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A received the royalties from M for the books sold in that foreign country.  Section 1441 provides, in part, that all persons, in 
whatever capacity acting, having the control, receipt, custody, disposal, or payment of any of the items of income specified in 
section 1441(b), to the extent that any of such items constitutes gross income from sources within the U.S., or any nonresident 
alien shall deduct and withhold from such items a tax equal to 30 percent thereof.  Reg. 1.1441-2 provides that other kinds of 
income are included in section 1441(b) such as, for instance, royalties.  

Section 861(a)(4) provides, in pertinent part, that royalties shall be treated as income from sources within the U.S. where they are 
received from property located in the U.S. or from any interest in such property, including royalties for the use of, or for the
privilege of using copyrights in the U.S.  Section 862(a)(4) provides, in pertinent part, that royalty income from property located 
without the U.S. or from any interest in such property, including royalties for the use of or for the privilege of using copyrights 
without the U.S. shall be treated as income from sources without the U.S. 

In the instant case there is no commercial publication of the textbooks within the U.S. in that the textbooks are not sold within the 
U.S.  Without such commercial publication M is engaged solely in printing or manufacturing books within the U.S., which books
are later sold in the foreign country.  In the vending of such books in the foreign country, the foreign country copyrights are used 
and not the U.S. copyright.  Accordingly, the royalties paid by M in the instant case are not taxable to A, a nonresident alien 
individual, as income from sources within the U.S., and are not subject to the withholding of Federal income tax under the 
provisions of section 1441.
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A, a nonresident alien individual, 
residing in a foreign country with which 
the U.S. has not entered into an income 
tax treaty, prepared the manuscript, as 
an independent contractor, for certain 
textbooks to be used in the public 
schools of that country. The books were 
printed in the U.S. by M, a domestic 
corporation, and were copyrighted in the 
U.S. and the foreign country. The books 
were not designed for use in the U.S. 
and are sold exclusively in the foreign 
country.


