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spent within the United States during
the taxable year and regardless of the
amount of the fees or professional
charges resulting to such alien from
such services. As to when an alien is
regarded as a resident of the United
States and hence outside the scope of
the exemption, see § 29.211–2 of Regula-
tions 111 (26 CFR 1949 ed. Supps. 29.211–
2) [and § 39.211–2 of Regulations 118 (26
CFR, Rev. 1953, Parts 1–79, and
Supps.)].

§ 514.112 Stocks, securities, and com-
modities.

Under Article 11 of the convention,
gains derived from the sale or exchange
within the United States of stocks, se-
curities, or commodities (if of a kind
customarily dealt in on an organized
commodity exchange) by a nonresident
alien individual resident in France, or
by a French corporation or other
French entity, is exempt from Federal
income tax unless such individual, cor-
poration, or other entity has a perma-
nent establishment in the United
States. If, however, a permanent estab-
lishment is maintained in the United
States, such gains are not so exempt
even though the sales or exchanges re-
sulting in such gains were carried on
directly from the home office of the
taxpayer and not through the perma-
nent establishment in the United
States. As to what constitutes a per-
manent establishment, see
§ 514.104(b)(1).

§ 514.113 Remittances to students.
Under Article 12 of the convention,

nonresident alien individuals who are
residents of France and who are tempo-
rarily residing in the United States for
the purposes of studying or for acquir-
ing business experience, are exempt
from Federal income tax upon amounts
representing remittances from France
for the purposes of their maintenance
and studies.

§ 514.114 Credit against United States
tax liability for income tax paid to
France.

For the purpose of avoidance of dou-
ble taxation, Article 14A of the conven-
tion provides that, on the part of the
United States, there shall be allowed
against the United States income and

excess profits tax liabilities a credit for
any income, war-profits or excess prof-
its taxes paid to France by United
States citizens or domestic corpora-
tions. Such principle also applies in the
case of a citizen of France residing in
the United States. Such credit, how-
ever, is subject to the limitations pro-
vided in section 131 of the Internal Rev-
enue Code (relating to the credit for
foreign taxes) and section 729 of such
Code (relating to laws applicable). See
§§ 29.131–1 to 29.131–10 of Regulations 111
(26 CFR 1949 ed. Supps. 29.131–1 to
29.131–10), [§§ 39.131(a)–1 to 39.131(j)–1 of
Regulations 118 (26 CFR, Rev. 1953,
Parts 1–79, and Supps.)], and §§ 35.729–1
to 35.729–3 Regulations 112 (26 CFR 1938
ed. Supps. 35.729–1 to 35.729–3).

§ 514.115 Adjustment of tax liability of
residents of France and French cor-
porations.

Article 18 of the convention confers
upon the Commissioner authority to
adjust under the Revenue Act of 1936
the tax liability for taxable years be-
ginning prior to January 1, 1936, of non-
resident alien residents of France, and
French corporations, in any case in
which such tax liability remained un-
paid on January 1, 1945. Such provision,
however, will not apply in any case un-
less:

(a) The Commissioner is satisfied
that the additional income tax in-
volved did not arise by reason of fraud
with intent to evade the tax on the
part of the taxpayer concerned; and

(b) The taxpayer files, prior to Janu-
ary 1, 1947, with the Commissioner a
sworn statement showing for each year
involved and for such other years as
the Commissioner may require, (1) by
items and classes of income the
amounts of interest, dividends, rents,
salaries, wages, premiums, annuities,
compensations, remunerations, emolu-
ments, or other fixed or determinable
annual or periodical income, gains,
profits, and income derived from
sources within the United States; (2)
the business transactions, if any, car-
ried on in the United States by or in
behalf of the taxpayer during each of
such years; and (3) such further infor-
mation as the Commissioner may re-
quire in the particular case.
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