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TITLE 26. Subtitle A, CHAPTER 1. Subchapter N, PART ], Sec. 861. US
Sec. 861. - Income from sources within the United States
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EEOZOIIE, #HE, SOLRARSETBTIBRELLLVESNEDTH S,

(i)

See. Lokken, “The Sources of Income From lntellectual Uses and Dispositions of Intellectual Property”,

36 Tax Law Review 235 (1981)c #fHIEE KL & 2 HH %,

o0, 'l (F—YR) ONZ LGN, MM EROMERAICHETZHE0H
Ho ZOWEIIE, BHORMHMIELTH L, MWHEOAZEDZ0 ., ZHORLE AT
ZAHELT, MR EZOLORNOFIZBE L, ZBOREZIIRET HOTIEL
WIEAIZIE, FOBRBOIEA T 2B 2. DM EORIED 2O (FE L
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D DWW, BADOWTES NG, PrisOIERMA D 5070, &b THE A
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B BR O NAEEICE., &40EICB VW THEMMMEEFER Sh 881220,
ZOEIZ, AROMBORRMYHD L2560 THE,

2 Worrilkiul, BROFERMICET 50— ilsuvC, FER (place of origin)
X, RBEEOEATHALENL, 230, HhW®AIE4EER] (benefit principle) 12 L
2H I oiE, UHERY L RRTARETHEHRALESMINLDOTH A, LRI
Lhid, B, ZOEMENCLLTHHTAI LI ANDTH L, WTHH, —HD
ATE, BEMICBTIRBAELLTELVWESDIDOTHL, 612, Ov it m
GBI EHEIZDVT D, FREDZEZ AN Vo b L, HIRHEROEHE L3, Z20%
DD IRE L I BER OB N, Z0L)REROENUIS>WT, ZDREFNIR
BT, BRI —EX R L. NEMEORELIT-72LIATHLLETIDTHS, &
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H5oH, S50, HBHTEHRTRETHDHEEIND, LIS, EHEDTROUER
&, RBFE LS ANMEROFERMTHIERIISHDEVILIILEDTHS

MM EREOSEHL S b= ik LTI TI A v, BT, RRAFE O HAT
Mt Eld, $noREhil O RORRMAHL LEENLDON, Hovid, i
DUFEHIZHH D0, S5, WAEDERTH L DD, A LEXITNRHLLDTHS,
FRaFELL, ERICIE, SoVWTRICOR LT 5, 7 X ) 7 EREOEAEIC L AUL,
FRRFIEOMERENT. TOBGEH . BEEH. WEBOWTANITRES AT E L S
DTHN, INLILFTETLENIEZEZFTTlELR V.

O o7 XL, MM EEOMH = 03 2 7% 51, HEEOMAR#EZZIT A2
LA BN, SR L 0 B SR ERONBICER KN T AT
HBHe MOHERES L, VhIE, MEETH D FFECEREIREZET20E. b
DHED, PHERWITEEHTZ ZLIZBKSHLOTH Y, 1280, EFHIL, TFFE
LD RESRIERA»SEEZITY, F721F, EN2zBRETEHDTH S,

4 TR (trademark) 7 v F7 4 WIZ2oWTIE, FOBEEN., BENFH LTSN
T.MESNDLILICERND D, DF D, M EREDY O ET LRI, B 2 =
MBI EIZLY, MU EOREEZ, IR L5TOTHL, BIPIIBNT, B
THRET A0, FOEANFHREALOTHIUL, BTEIET 7O 21280,
—HEE LA, ETRBESIEALERETHD L ENL, BlZIE, s/, A
E, BE, BLPCEIZBWTHT S, AR BEWTIE, BhanhefiE 3, BEICE
WTI, FORANSFFH S, CEIZBVLTE, WEEANOIGEFFHE S ET AT
EEFIRET AL LI, ABTIE, EHBFI VR BET LI LGB LR WL,
BETIE, FOHANSFFEN T, $642, CETE, FRHFGES 2L, HEREAD
WRPEDON LD THL, BB T A TOLAPROERTHARS ¥ M E2ER
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HE, BEMDSRANRBT TORETRELEVEENLINDTHD, TOEKTIY., e
WL ZHEHOBERIIRECLVEEND, TN LT, BEhd o HEE~ORIEL
REZLLE, TOREIHEETHL & sh b, BEOWKE . HEE~OWeOTH A I
BLT, JOVEELOREELTHEDERETRETHLLEIND, 2D/, LOK
T, BEREFHESNLCARL, HEE ORI THLI L EFEsNLCREDE
ELhL ) ZEiln b, TAYAERETIE, HEANORFTTHE I LA, #2005
FREDHFED SETHIFRBIIL T, BLEETELVAEZI LA TS, 22T,
RIS, BEHAFERCHA L VI BEBEF VR I, FFFEOEHNAEICE IV THES
N-BlnD, HEE~DEEF TP RIBETHLLEZZAONLDTH A,

ZoZ ki, ARE#EIZH 7S Revenue Ruling68 — 443 IZBWVTHOL MZSI LTV 5,
FONV=1) 27T, EERIL. TOBEEOHRIN a0 ERLIZBVT, HES
NDHESNTWAS, BIEL SNPNEE: AL, BIEEZIEICBWLTRHO STV 2D,
HEREEANTE., BREELZEL LY., MEFEATHAEZSA TV IIOTH S, M
EEAL, EREY . ARERNTEEL MR L T, BINTHRFEL, S510F0
BAZD, BB T, HETLAHIIWE L2, MERATIE, ZOBEIZBITAMH
FEE T SRR ORRE T, SREDOEATHL LBELIDOTH L, LI DI,
YENEEAE. YHWEECHEICBTEHEL TV DA TH Y, FOMAFLEE ST
FoEH, AREEPMIIBVTHELHRL T, WEHCBSELTW 2 5E, AREER
ZBOTEEEZAL TV ABANEF «RELTVWEEN LS 7O THSB, £2T. A
i AT id. YEBmEEIE, BN CHEAT 2200 ZLbN L LD TH ), FiE
PHRELAERORE T, O TEREETELVWEHELEOTHS, = I Tlt, faEe
OEFH AT 2DICEELEBMII B ARBEEOREL V) LDEHL TV
REVAZEEBERLEOTH D, (HISGRBH),

5 LS, BFFEILLE o THEHELZNE, BETAIETH AL, ZOHFEOERD
FHEES5RA T, TOEABE Y I HET LD > Tidl FEECHENET S
ENVERLDTHY, HAEE L, FOFHELZTIT-ELTIE, FIRERELTDE
EREMIEFRL S EBbh b,

bokd, BRMGEMEENE. L9 L s —MrRCATRWERwE SRS, FIZIE,
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#8595 . Estates of Alexander Marton, 47 B.TA. 184 (1942) IZ BwTii, EEEE, Fik
MG W T B S N2, MR QIRRARSH 5 L HRESATWE, L L, EFiFHE
OFERFOFERNIZEER IS H B LTS 5 ZOFRIL, FOFERMNEE LSR5
DTHAb,

Sanches v. Conunissioner. 162 F.2d 58 (2d Cir. 1947) {245\ Tid, FaFiEIZOV T, H#
FEDHe 65, hRATOFHFHVMEL SNTFETHo7, TITHEH, MBHTH S
EfEE, R HERT LR, 25000, BRO 7oL ABT bR ET A L
TWNTH LD, BEFFFHEO>WT, (P ERTHEE L, BEEERETI 7T v R
Y LREEFEOEHAE T 2RI 52, ERFMT T UENEREN LS
T HIWNADI% T, HHME LTHIELZNOTH A, FHFEOERNH LTI 24
FiE, EREEAIZBWT, YEFEREEEL MRARFEOER 2 RET 53250121
7oA BEHROESEIS, WIEL Twr, FFEETH - 1 UFTNEENL, FRHFFT S
ATAEDN, (EFEQPHBRTOLALRFELLI L&, HEDRHFREIES(LOTH
h. SREFEANOMERIZYE-6E LT, ZOFEFEMFORTIFELEATHI, B
g CH L EERL 2 HBAARTE, ZOMAEHZ DL TIEREBEATZIIRS
SREOMREE OB TEHEN, SHREERATHESNZLOTHL, S, FREDEMA
BERPMETHAHEHM LD TH S (14T.C. 1467 (1950)) s ZHUIDE | JEHFFHRHPIIE,
COFEREHT, EREFERMNICIBITABFTICHRLIIDOTHY . ENFERAIETHS LL T,
K A O

M2k LT, Sax Rohmer, 14 T.C. 1467 (1950) 12 B W\ Tld, FEFEZET AN TH S
A FITE, HVEEEREOFERIZ, BRI 2EEYSIGE, 5L E
BINSETHLAEIN -DTHS,

[@#%(Z. Ferenc Molnar, 4 T.C.M. 951 (1945) Tit, WEDOEIEIZRET 2 6 L /i %
M AEHEFEIZE D CHEHE BRI, MM OFMERMTER L, BRpOMENTH S
EEINTDTHD,

6 HIYEEORFEOERMIT, BROBEMIZSH LD, HH VT, LM ERE
WCEDL T = ERDRBHMIZHEDOH) L WA MEIZOWTIE, $EH & — 2034t
CICENBRBOEBEADPDANEI DLW B OERES A, BREEAMER S K
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FLTERPELD L CIHABFITE, EHILOMGERLIE. EHRLD L CERFTETH
LESNLEDTH B, ERFTHEICHRLERHY. BELTEY, EHOEEIZIIFOLS 2
WEVIIGEIIE, FTRE KEORHICERL SOTER (L M EETERT 4 L
VRIS L T bbb D THLH EEN S,

PEO L HIZEHT L2 0I1E BEMZEFAERNCOWTE, BT L oM—MIRIN
TV E SN, FFRFEDMHER ¢ L TE, £OMERNIZHI CBE, W, HEDW
DD DLLEDTHLHY, TAUNEREIIBTBEZFHIE, EHEHL, FEFEE IR
BT20THY, FFFEOFHFH LS A5 DOMBORBITHA L2 EZ LT 5
L LARDEERDATE S TREL, IFELTERRT LTS LV IAHBERIE
HWENDLLEVIZETHDS, bl MOWIHETHLT AN A ERE L V) VHEIZH

FEhvwrkidnwzsnwiHizEbns,

N TR A EREFAEC B SETRIRE L L

I I RO M E OBRIZ T 5 508 & SRERSE MO AL, Commis-
sioner v. Wodehouse, 337 US.369 (1949) "$ 5, FEL, 1 XY ADOBHLEBETH L EF iR E
DHET, TATAEMIBTHEEBLTELT, £ 71 AE0HENGFE L 2%
VIR LT, T AT AOEMAEA, FOFEDRRIIOWTREE L HKOMER A/ T,
IR 2ETZ. 2O MME —{E L THL 27255128V T, NEMATIE. ERNBERTE
AL LT, ZO—HFTHDEHIIOVWTERBNTRETHAEL T, WITAEHE
EOXEERGEIT 720D THhb, MAFIX, DL %A X)) ABEZEDZITHHIL
AIL T A D ERENI BT B BFEDEAOGMICHL T 52 LT, £0FREBROLT
L rFRL A

ERER BTN, 1939 FEDNEIRAZEML§ 212() (2 & b, FEEZ M, SRENC
BOWTHEHT BHFECT LCEIAONEHE TH Y, GREINDHER D 5 E L7ARIRA
THHLEHWL O TH A FFE, 7 AU AGREOULMILE, 1 F¥) ADEEETHS
MBLE L OEIZ BT AUHAZ®BE T, WilE3ZAv, FRIZE 0, ke, T A7
HBRENCBVTHM T MR (seral rights). X 5H121E, #FFRUBE7 7Y 7B T
LEBOHERNZ G AAZLIZEGELLNTHE, 2DL ) HELWA, W {D2DDfEmIZ
SV, AR BEL T, HAWTEEN LS, T 2) AEREICBSV TSI A TW
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TOTHHNLT AN DEREIRRIDHLE LI-OTH b,

2 E. MBHCHATTE, %M & LT, Sax Rohmer case (5T.C.183) 25|H L T, #®
L9 kL L T b NI VE, FER AT ARG TH ) | RS
NE_ETHoLLEDTHbD,

iy (BIVERA) 1, TOLH X, WA T 2HHE Tl (. EMEED
HHMOBEETHY, HRABMOTREILOLVEERLADOTHD, 3512, FilL,
Pl A FDTHOHIEANTHLE SAERETHDELTH., —ELH O OBEITIL.
BREBICHET 2, "HEFED L QKM SvESEHLTBLT., BRBEMO
BERLOSBRVEFRL TV,

BRERSBEHINL, BEOTLEDHBECREN AT, 722, SREHNTREIESIL,
FNAERFEEATEEEAL LD L0, BREICHT 2 EFREOERIIMAY T2 D
DTHAEEIIE, BREICBVWTEREINIOEESTHLE LT, 1 %) ABEED
ZAT BRER AT HFERAREDRLTDTH S,

COLEII, BREREERAFONBIZRBVT S, HEEOZRE X FRFEOX DA
THEL L FHEOZH I T, 228 2, GRMEEATERES LD TEH, SR E
NTEFRENL GDICOVTIEAREIIBVTEBIRETHLET A, WKy EH
THLREIAONDLDTH b,

3 ZOAKEFRSEKPIFTOHFLATZ, Rohmer v. Commissioner, 153 F.2d 61 {25V T,
BEZ, BIEHECDWT, 2O[RR OV E, FEOWE OXFIAGS S0, FHRHR
BOBENFHL LTV b,

ZOHHRTIE, 77 7B 9 ERMEE w0 H1939FAEM AL § 211(a)
DREIZBWT, FFRER L &0 I10, MEMEEOEREIIET BT 20 2 £
BTHAHLSNH. BNERFIEOREL B UIRIIBVT, §HvHT LHAT,
AR O HEHI OV THES L SATWA Z EF RIS, FHAMZ>VWTH, HE
ROV EHINLERMLIZOTHL, £L T, TOBFICHBEVTIE, MRETHHIEFEE
Bk, HHAFEEHIIB O TEEOEERNS COMBRPREINTE), ZOHGI %/
BEOHEETHY . HHFHCLAFRROTILNTERAVWEERLOTHE, LA L,
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5 2 MEEFRICH AL, 2OXRERIT, bz, —HEILVTHhoLELTH, 20K
vz S elBiR. ERAFEGEICGTLERRTHL LHLOTH 2,

ZOHEOPT, Sabatini v. Commissioner. 98 F 2d. 753, AT5IA S, 1) 2280
T, 72N I EREDFEBEEIZOVT, 2OLMROFEE (MEORIEHE) O+ ~T
A—EOTHBIC OV TERE SN2 Lilow T, 52 KEHEREHIPTIZ. AREIEMIZ
BIFAMEOEEL ., HHEFHIIKATLE LT WEORIE L IIBO LD 27-DTH L,
WHFTE, COX ) LREWERCZOVWTL, FHT2LCIBFENEETHL L LT,
ERF#HTHAZLEEBRL-OTH S,

TAYAGRETE, ST EME, 5510, WEOREREL Vo 2 FEECOWT, BT
ERENERIND T EDH VDY, £Aud, AW EROEHFRT & BERMEEOHIE &
DENETIVLENF AT EN-KWTHEEEDNLNDTHY, bARIZBNTIE, 5
FEEOEREFRE OFEES . HbhE Tl (R ZEEE) LLTw30T, 20X %K
D FEIZ LWODTH5D,

4 Bloch v. United States. 200 F.2d 63 (1952) (&, FeRAC B L THESFHE IE E o 705
KTH5D

TAUAERENFER A L WIERERICDOWT, HEHHEICETS CRERROIRTE
WL BAEVHB LR o LFEIZOVT, KEHEDEIETH LD, H 503, BafED
HEHEFEICE EEADNE) D UTEE Lo 72,

%2 REERKHAOT Y S AT A -0y FHEL, SBEOREN ., 72A % HEHET
HThHDOP, FFEOREI G TLIONEIDEMBELLLOTHL, MBiIHE, F
1YANTHY, TAYDEREPUZEEZINTL TEBSE, LaL, o2 AnEE
R=b+F—2 0 72EHLT, TAUYDEREDED, 1 XFVA VLAY, Foazan
FTEBWT, FFFETHS L TV 2D TH 5, FHerEIL. BMBED, LD /S— S —
NHFEEZTIT THEREREETIOOLE>Tw, TO/N—hF—2 0 X, Za2—
TVr—V-DBREBREHELBEHL T, TA) D EREIZIBIASEHFEONRELEH L

LDV T, TOPMBEHFAE 2 ROI-OTHL, HrTIE, ERL7. BFRE
B HBTB#ITd 5, Commissioner v. Wodehouse, 337 U.S.369 (1949) % iRt & L ¢,
FHEOBETII R BRAFETHALHURLEOTHA, BFEOFEELIITETES
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WEELHERY, BHEEIPRGELTWALEEN20THDE, BAORFEMHED—E
DUDFINFZFITLEENTW I L EEEATWE,

5 Wl Sax Rohmer, 14 T.C. 1467 (1950) i1, {52+ 2 LD TH A D5, &2 Tli.
EEEERHEORMIE, HBEEETBERT2E M2, & LI, B LT
THLEENTDOTHD, ERENT D FFIZBTHIRT 2HEFIZ L THEbLE
FEHZ, BRERCA T 7IIBWTHE ahb & 3hi, 2ONMYTH M5, &%
ERO AT T THRIFESNTWEALTH S, HHFTIE, UFEECOVT, F ORI,
EREX EAFTOELLThRENLZLENEMbLEr o720 THL, 22 TE, TR
FICHEVy, RN, FEBICESOTHR SN MENEE SNBIIZET A L &
ninTh b,

6 Estates of Alexander Marton, 47 B.T.A. 184 (1942) |2 35w Tld, F{FHEIL, FIRHEICE
DSWCEES ST, GOBERBPH A LIREATWA, COEFIEMHRIIE
WT, FEWICE DO TME O SHELAT ) HHRE 2 527200 THLD, WMBIED. *
DOEHEE., GREL ZOMDOHE c DB THRSTRETHLEFRLIZDTHDLH, M
BAFBTIE, 2O@MEE, 3T, ZEETRIICERT 22 L 2RBDbDTH Y,

T AN N ERENIRERRANH L L L TRITLDOTH S,

(4) FrHB XMEBIEAIC BT S EREORY v

(i) FMBERBOBEE (Source rule)

1 IDEXEBEMOIBOTIE, 33, HEOERKIBECHLHE, VAW EY—Z - b —
WEBVBTWZ, FICALEIC, £6F5, HHHAOHMA . B0 BW TR
EDLNTVAEDIT T ZVOT, TOMBAEWIZHBT SHHERECET 5HFRRLOL
ETRAIN=ENLEOERBORIFERLIZOWTE, ANECRLEVAZEIIL D E

EXbd,

[Article 6
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For purposes of this Convention:

(3) Royalties for the use of, or the right to use, property (other than ships oraircraft) or rights
described in paragraph (3) (a) of Article 14, and gains to the extent that they are contingent on
the productivity, use, or disposition of such property or rights described in paragraph (3) (b)
of Article 14, shall be treated as income from sources within a Contracting State only if the
royalties, or the amount realized on the sale, exchange, or other disposition from which the
gain is derived is paid for the use of, or the right to use, such property or rights within that

Contracting State. |

IHEKEBEFAOMER (B TR, BLTOLIIIBI A Tnb,

(456 %

(3) $14% (3) (a) (IBITHHE (MRAIROIZERE R <o) IR O AT X
REROEFICET AR ORSE (3) (b) CHRET DM ELERDAEREL, &
FASUE L2 e U T3 B R, Y U O — L OHEMNIS B A (A
EHOHERIZD A, BEMERE AT N UEBFINE 5 £ H7EH. TRE DD msy
WL TEBTAEHSIUDNLGEIIRY . Y - HOEHBEADRER» 55T 58
/e LTWYES ]

B A0, fiETE. B1RESOMBBFIENEIZ DT, BREB i SR O —F O #E
MUSBITAERA A ORI > &, UEHERBEFIH LN LIHEIIRY . R e
LERTTHDTHA, ST, whid, AFEIZBVT, MM EEFY 26N, £
NAMER S, FHUIx L TERES LN AL, BRI EREEEZALDT
Hdo W2, FEHEOTIM S TILE KT L TEW Ao TH A0S, [[HR] 0Bk
BEOPIZENTIHO VWD TH B, UEEHE, WTFNRD, YEHEDO—H OB
ENOFRIZDOWT, BINBRIFIGETADTH L, 7272, BRIZBWT, ZaT Y AD
EOAH L LI ILBbiLA,

Bk, fAEHNC oW TE, IHHKRMEBEOOBURICHEN 2SN TVEH O
d. ERHEHCIBET ARBEOIRRILY, —FOMWENCSH B Z L XFifRE LT, 2O%E
DHRBHEDEBEZ VI SDTHY, MEDERILEEOLLDOTIEL v, WhiE! FEER
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| & iR MRl & DS L& O RBEOR S 12OV THET 2 0 TH A, 2 H ., [HA
AMBEHEIUGR TR, [—HOMYEDBEE M OFQOEADIFR > S RUET 2 1
BAEHz LT, WAOHMSEVARERT LI LA TEL, | EE3NTWE, MEIZE
TeRBeHHBELNTH L, FHHRKEBMEN TR, FRUOMHGIEL | FRILHEW
DEEIZHES N T D,
[HERFEMENEILETIE, WTROEIZD ABAEZEO Tz, 2720 RMENS
BIUFLEBUT, BRBLI0%BLIAL SR T/, 4, BEMEISBVTE, &F0. 4
ERAZERICL D, —EORET, BRUWEIIBITARMEBELT AL IIELNOT, ®
Y. FERHBORAMEEELEKRE O,
L Lado, IHHAMBSHEURIIBVLTO, €0 (4) BBV, [(2) O#
L I OEHEORESRTH B ERROZEEAMS OFHERIE AR 2 A
L. 2D, TOMFRAE® &350 EIER A FOBEANMES L EGMICEET 2551
i, BRALAV ] FEEENRTEN, TITH, ZOBEE50. HFFEFOMHBIIOWLT
W, E¥X L BHELONBELTHIELAALDLEINEDOTHSL, WHIE, FFelEE
FARHCR T 510% DFERPTIE L, MFEICBVT. BB ZZITLL V) 2 ETH
Do EARMR IS HEMO BEd. ¥ B KB EHEIZE3HIZESOLNLTV L, D
0. [—HO@EHEMZBVYTAEL, MHOHMEOREENZHRETH BEME I
LT, Sa2ib)i o EIC BV TOAMBEZRT 52 eATES,) (12511 L3
A, TORER, —HOBMYEDORBEETHAERABMOZTHEL, LHERHOLLL
1875 DFFEFIE NI B0 T UM OFHIENIZH 2 EANER 28 C THERITHIIHES
BWT, YFMAFDLI 0N & 74D 7RI DU B E A8 Y SRR fgak Lk 52 80 2 B
YETALDOTHLEEIL, FBRLEV ] LE3NTVE0THS, BEL - BELOF
BraehsrheThibrErzbNb,
(i : BRE)
[ Article 14
(1) Royalties derived from sources within a Contracting State by a resident of the other Contracting State may
be taxed by both Contracting States.
(2) The rate of tax imposed by a Contracting State on royalties derived from sources within that Contracting

State by a resident of the other Contracting State shall not exceed 10 percent.

(3) The term “royalties” , as used in Lhis article. means -
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(a) Payment of any kind made as consideration for the use of, or the right to use, copyrights of literary, artistic,
scientific works, or motion picture films or filmis or tapes uscd for radio or television broadcasting, patents,
designs or models, plans, secret processes or formulae, trademarks, or other like property or rights, or know-
how:. or ships or aircraft (but only if the lessor is a person not engaged in the operation in international traffic
ol ships or aircralt), and (b) Gains derived from he sale. exchange. or other dispusilion of any properly or
rights referred to in subparagraph (a) of this paragraph (other than ships or aircraft) to the extent that the
amounts realized on such sale, exchange, or other disposition for consideration are contingent on the productivity,
use, or disposition ol such property or rights.

(4) Paragraph (2) of this article shall not apply if the recipient of the royalty, being a resident of a Contracting
State. has in the other Contracting State a permanent establishment and the property or rights giving rise to
the royalty arc ctfectively connected with such permanent establishment.

(5) Where any royalty paid by a person to any related person exceeds an amount which would have been paid
to an unrelated person, the provisions of this article shall apply only to so much of the royalty as would have
been paid Lo an unrelated person. Tn such 4 case, (he excess payment may be laxed by each Conlracling Stale

according to its own law, including the provisions of this Convention where applicable. |

(i) EEL B¥EOMNEOERDEOREF
1 B KHEBEHNE S (EEL - BHELOME) 1By Tid, 3212, —HOE®
IBFEAIZDWTIE, BHOEN., EARMZ 2B CTEELE - EEOIELB/I0TE
AT L v Z L2 83N TWAE, WhbWwd [MEANEEE % (TIUERBRB R L] Lve
MBEHOBRAMREIRASNTVWEZOThHD, #L T, FAFHIOWTH., E8 %D
5) HIZBWT, Bld& LM, EANKZORR] OBA S LI EAFRENT
WBDTHDL, SO EiF, FEKHBEFHIIBVTORETS ), BANGKIZITES
HERIZDOWTE, JIEEETII R, BELOFBE SN TWS (125 3H, 75,
230, [=HOKHEOEEDOFE L Tk, FOEENMTOMHOENZH BHEA
BoftiER % U C ST OB ERIICB TS ELTH R VIRY, YT oRbE IS
WTOAMBMEIRT S 2 LD TE 5, —HOMHEO BEHIMH OFEHIIEFIZ S B [AABY
e & W L THE S OMBENII B CHELITIFHGIE, TOREDFED I LY
FEANTERAIRT SN DE TG L TOA, BZMWHFOBHEIZBVCHBETHRT S
ENTEL,| LENLDTHD,

2 DAEOEAETE, FRAECOWT, TH0ATELZL, 1508 E LT, FEXL



FEEDPSHELLHBIIEDLDONI LD THEDODEIPHEIN TV, Ly, B
HHIZIE, 1SS THLIBENEEGRELSELLHBIET AT LL DS, ERE

cHIEL I EREIZ DWW TR,
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(a) Gross income from sources within United States
The following items of gross income shall be treated as income from

sources within the United States:
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(4) Rentals and royalties

Rentals or royalties from property located in the United States or from
any interest in such property, including rentals or royalties for the use
of or for the privilege of using in the United States patents, copyrights,
secret processes and formulas, good will, trade-marks, trade brands.
franchises, and other like property.
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[The term “royalties” . as used in this article, means -

(a) Payment of any kind made as consideration for the use of, or the right to use, copyrights
of literary, artistic, scientific works. or motion picture films or films or tapes used for radio or
television broadcasting, patents, designs or models, plans, secret processes or formulae,
lrademarks, or other like property or rights, or know-how. or ships or aircrafi (but only if the

lessor is a person not engaged in the operation in international traffic of ships or aircraft) ,
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“One case thatis not dealt with specifically by paragraph 6 is the case of an item of income that is derived
from a Contracting State thraugh an entity organized in that Contracting State and that is treated as the
itemn of income of the beneliciaties, members or participants of that entity under the tax laws of the other
Contracting State, As discussed below, the result in this case depends on whether the entity is liable fo tax
in the Contracting State in which il is organized.

[tan item of income that is derived from a Contracting Stale through an entity organized in that Conlracting
State js treated as the item of income of the entity under the tax laws of that Contracting State, then that
Contracting State ts not prevented from taxing the entity in accordance with its domestic law under the
saving clause of paragraph 4 of Article 1.

Paragraph 6 of Article 4 is not an exception to the saving clause. Accordingly, a Confracting State may
tax an entity that is treated as a resident of that Contracting State under its tax law. For example, if a U.S.

LLC with Japanese members elects to be taxed as a corporation for U.S. tax purposes, the United States
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may tax that U.S. LLC on its worldwide income on a net basis, without regard to whether Japan views the
LLC as fiscally transparcnt. Thus, i{ a U.S. company pays interest to a U.S. LLC Lhat clects to be trealed as
a corporation for U.S. tax purposes, the interest income will not he eligible for the benefits of the Convention.
In the case of income derived in the United States, this result is consistent with the result in Treas. Reg.
§ 1.894-1(d) (2) (i) (providing rules for the eligibilily for treaty benefits of iterms of income paid by U.S.
entities that are not fiscally transparent under U.S. law but are fiscally transparent under the laws of the
jurisdiction of the person claiming treaty henefits).

If, however, the enlity is not liable to tax under the tax laws of the Contracting State in which itis organized,
then income derived through the enfity is treated as the income of the beneficiaries, members or participants
of that entity under the tax laws of both Contracting States. In such a case, the saving clause generally is
not relevant to the taxation of income derived through the entity by the Contracting State in which it is
organized. Under the principles underlying subparagraphs (a) and (c), such income will be eligible for the
benefits of the Convention to the extent that the beneficiaries, members or participants are residents of
the other Contracting State and satisly any olher conditivns specified in the Convention. For example, if a
U.S. corporation pays interest income to a U.S. partnership that is not liable to tax as an entity under the
tax laws of either the United States or Japan and the income is treated as the income of the partners of the
U.S. partnership under the tax laws of both the United States and Japan, then the income will be entitled
to the benefits of the Convention to the extent the partners of the U.S. partnership are Japanese residents
that satisfy any other condition specified in the Convention, This fact pattern is unlikely to arise in practice
because, under the domestic law of Japan, an entity generally cither is treated as taxable or is ignored.
Because this fact pattern is unlikely to arise in practice, and because in cases where il does arise there is
no potential conflict between the domestic laws of both Contracting States, no specific rule is provided to
address Lhis fact patlern.”
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