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Fegzistration Requirements With
Fespect to Certain Debt Chilgations:
Appllcztion of Aepesl of 3Q Percent
Y/ilnhholding by the Tax Reform Act of
1524

AGENCY: Internal Revenue Scnlce
Treasusy.

actnion: Final and temporary
tegulations.

gUMMaARY: This document contains final
income Tax Regulations relating to the
defintuon of the term “registration
required obligations™ with respectio -
obligations issyed to cartain foreign
pensons and relating 10 the imposition of
sanctions on insuers of regist-ation

" required obligations In bearer form. This

document alsa containe temsorary -
regulationa relsting to the repeal of 30
percent withholding on certain types of
interest by the Tex Reform Act of 1084,
Threse regulabons provide the public
wilh guidance necessary 1o comply with
the Tax Equity and Fiscal Responubility
Act of 1982 and the Tax Reform Act of
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11 ans all2st perscra ssuing dels
ouigelons 1o fure:gn perrona.
EFFECTIVE DATE: These regulennns are
eifecve May 10. 1990 The text of (ke
regulalions sta'es Lhe dates of
epplicability of the rales contained
therein to various transactions ad
taxpayers. -

FGR FURTHER IMFOAMATION CONTACT:
Carl Cooper of the Q(Tice of A=sociate
Chief Counsel {International). within the
Cffice of Chiefl Counsel. Iniernal
Revenze Service, 1111 Constitution
Avenue, NW., Wachington, DC 20224,
Atteation: CC.CORP. TR {INTL-C538-49)
{202-556-67935, not & toll-fres call).
BUPPLEMENTARY INFSRMATION

Paperwork Reduction Act

The coliectian of information
contained in these final regulations has
been reviewed and approved by the
Clice of Managemen and Budget in
accordzpnce with the requuements of the
Paperwork Red:ztion Act (44 US.C.
3504(k)} under centrol number 1545—
1132 The snnual burden per respondent
or recordkeeper is estimated to be 10
minutas.

Thesc estimates ere an nppmx;mauon
of the average time expecied g be
nreescary [or a coilection of
information. They are based on
information avauzble to the Iiternal
Revenue Service. Individuali
resrondents or recordkeepers mezy
reguue grealer or less time, depending
on their particular circumstances.

Commenis concerming ke accuracy of
this burden estimate and suggesuions {or
reducing th:s burden thould be direcled
to the lntermal Revenue Service,
Attention: [RS Reporis Clearence
Officer. T.FP. Washinzton. DC 20224,
2nd to the Office of Managemsnt and
Budget Poperwork Reduenon Project
(1545-1132}. Washungton, DC 20501

Background

On August 24. 1939, the Federal
Register published proposed
amendmenta |54 FR 35200) to the [hcome
Tax Regulations {28 CFR parts 1 and 48}
under sections 363([). 871. 881, 1441, 1442
and 4701 aof the Intemal Revenve Code
of 1984 Section 1.163-5(c) ol the
regulations incorparated by reflerence -
certain requirements based on the - |
jnterpretntion of the Secunties Act of
1533 by the Securilies and Exchange

- Commision {SEC). The S5EC proposed to
revise ity interpretation of that Act The
proposed amendments were in responts
ta that action. Wrilten commenis
responding to this notice weee received.
Mo public hearing was requested and no
public hearing way held. After
ccasiderabion of all commentas regarding

ire prupaser! apendments. thase
amendmen's are adopled by thus
Treasury Decision with reviorein
respense o lhose comments. The
camments and revisioss are disousscd
below.

Explznatios of Proy isiocs

The prnposed regulclm:w under
§ 1.183-5{c}2){i] provided rules relating
10 whether an obligstion wouid be
considered to be issued under
srrangements resssnably designed to
insyre that the obligation will be sold [or
resold in connection with il onginal
issusnce) only to 4 person who is not a
United States person. Obligations that
satisfied the "srTangements reasonably
demgred” tost under § 1.163-5[c)(2j0)
{A) or [B) were required, after the
effective date, to satiafy new §1.163-
S{cH2MIKD).

Praposed § 1.163-5/c)(2}{i}(D) listed
scven requirements. in briel they were:

[1) Neither the issuer nor any
distributor mahes » directed selling

effort with respect to the obiigation:

(2) Neilher the itsuer nor any
distributor oliess the abligaticn wll]'un
the United States or its possessions ot to
& United States persen:

(3} The issuer doer not, and each
distributor covenants that il will not. sell
the obligation within the United States
arits possessions or to a U S. person
during the restricted period:

(4} Neither the issuer nar any
distnbutor delivers the obligation within
the Uinsted States or ita possessions
dunng the restzicted , #riod:

(5} All offering materiais 7
docurmnents used 10 connection with the
ong:aal issuance ol the obligation
include & statemenl that the abligation
may nol be offered or soid within Lhe
Linited Siates ar its possessions or to &
Uniled Stales person:

18] If the issuer or any distributor sells
the obligation during the restncted
penod io a distnbulor. a dealer. or any
other person who recesves o eelling .
concessien, fee ar other remuneration in
respect to the security sold, the seller
sends a confirmation Lo such person
staling that such person it subject to the
restnctions regarding ofler, sale. and
delivery of the obligation dunng the
tesiricted period: and

(7] Na later than the 10th day sfier the
last day of the reatnicted penod. a
certificate is provided 1o (he issueror s
distributor of the obligation slating that™
the owner of the obligation on the last
day of the restricted peried isnol #
United States persan.

The term “disGibutor” was defined 1o
mean any effihiate of the issuer. the lead
underwniler. any person parucipating in
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t'p orig.nal iksuence of the chugalion
fFussuanl lo e contruciual wrrang*ment,
sod any persos aclng on baneii o! lhe
issuer ar any of \ke foregeing.

The term “resincted penod” was
defined as the forty duy period
beginning 0o the later of the closing of
the offering ar the firsi date on which
the obligauon is olared to persons other
than a disiributoer.

Section 1.163-HcHZ)HTD] way
proposed [o be sppicable 10 obligalions
onginally issued after the dite 30 Cu)3
after nal reguelations are published \a
the Federal Register, '

Comtertora have sugzested & number
of dilTiculties with the proposed )
regulations under § 1.183-S{c)li2)[iUD)
Principally. those cifficultes anse from
the possibility that an obligation may
fa)) toe requirerpents of § 1,163~
S{e)(2HMID) for reascos that may be
berond the control of the issuer and
frum the possibility that alf the
pbligaticny in 2B issue may fail such
requirementsif oniv a few chligalions
have fasled an issue wide requirement.
Ouher comments concerned 1he lack of
85 incentive for post-restricte2 penod
certifications when delivery of the
obligation iy not reguired and the .
passibility that the date of wpplicabiliny
af the reguictions may not aliow
suflicient nme for amendment of the
documentetion ayapcisted with en issue.

In response to these comments. and in
view of the SEC's requirements ynder
Reguiatron 5. these final regulations
have deleted the regoirements of the
prooosed regpulations relating ta directed
selling efforis, offering metenuls and
confinnations. The provis;pre regerding
offers and asles have been am=nied to
limut somewhat the i3puer’s Lehiiity Jor
acts af digtmbutors. The cectificalion
procedure hes been amended o that
delivery of an obligalion in definitive
form inggery cervficaticn, wad 8 more
delayred elleclive date of the rezulalions
has bren provided.

These final regulatians are separale
srd mnde pradeni from the ~ules and
inzerpretations that the SEC chooses 1o
sdapt m s sdministration of the
szcuniies laws. The SECs
interpretanans will be considered by the
Service where appropriate: hawever, the
Service must uuately base its

interpretations on the tax policies © -

uaderlying section £53N){ 2B}

These final regulntions contain three
requirementis: {1] Restrictions on offess -
ard pales. [2) restnchons on debvery, .
and (3] certificanon

With respect to ollers and sales. the
issuer and distnbulor must nat offer or-
sell the obligation dunng the resuncled
perind Lo a person witkia the United
Siates ot 71y posasssions or 10 § Unied

States persou (Toe nuhigal.on may.,
kowever, be soid to a U5 person in
crrisn crcumetances Hf the person is a
hnancial insutution ar acqwres and
holds throegh & Linancial insutubion.)
The disttibuwr of the obligation will be
deemed to sansly this requirement if i
tavenents that it will not offer or sell the

. obligalion duting the restricted pericd to

a person whois within the United States
OF iis possessions or to a Upited States
person. and it has iy effect in
connection with e offer and sale of the
obligetion during the restricied period.
procedures ivasonably designed to
insure that its eropicyecs or other agents
who are directis engaged i sellingthe
sblization are sware that the ebligation
can 5ol be oered or sold during the

‘restricied period o 8 person who is
within the United States orila
posseasians of Lo 8 United Siates
person, )

With respect lo delivery of obligations
sold during the restricied period. neither
the issuer nor any distributor may
deliver the obligation in definitive form
wilhin the Uaited States or ily
passessions.

Certilicotian s required on the earlier
of the date of the Lest peyment of
interest on 1he chiigation of the date of
delvery by the ssuer of the obligation

“in definitive form The certification mey
be signed or sent either by the owner of
the obligatien ot by a linancial
institutian or cleenng organization
throtgh which the owner holds the
obligation.

The fral repulations alier the
excepltion from certification cantained 1o
the proposed regulations Toy “targeted
offshore offerings™. The charges are in
reTonaz to comments canceming offers
snrd sales. under the exception, ol
ob''tatiurs within ar wichoyt the
targeted foreiyn county. The RS will
continue to review the yse of the
excepltion and may make further
chenges. if warranted; such changes
would be efTective on & prospectve
basis.

The definition of distributer has been
amended 1o these fiDai reguialions. A
disinbuloris v person that oflery or sells
the obligation during the resincted
perod pursusnt 10 & writien comrach
with the isnuer, any person that oflers or

sells the obligntion during the restricied

period pursuunt to & written contrect
with & penvon previcusly desanbed. and
cerdain allitiates of the tesuer or another
distibutpr that olfer and sell the
obligation duning the restricied period.

“The preamble (o the prunosed
regulations solicited commen\s on
severnl sraues. including whether
regisiered obligahons convenible into
beu-er form ehould be trreted as

regeiered rovher tkan bearer cblcatons
a1 1he Lime of tasvance. Because of
peneru] tas comphance concerms. 15 has
heen dec:ded 10 continue current law,
which weats such converniLie
obligations as beng in besrer form at
the lime of sysuarnce.

These final reguistions will apply ta
okligations ongineliy issued after
September 7, 1990. The issuer of an
obligation may choose to appiy either
the rules of § 1.183-5{c)(2}{if Al or
§ 1.183-5{c{2)(}[B). or the rules of these
linal reguiations. to wn obligation that
originally issved afier May 10. 1990 and
on of before Septenider 7. 1099,

This document #1130 publishes
temporary regulabions revisiog
paragraphs [a), {c) wnd [2) of § 3Da. -
5 and adding new paragruph [c] to
§ 1.163-5T. These temporary regulatiocs
amend A6 of paragraph {2] to prouide
an excepltion from the cerufication
requirement for certain short lerm
commercial paper. Under this praviswn
a certificnte wid not be required under
£ 1.282-5{cH2{i}D}H3) by virtue of A8
the gbligation is ap anginal issue
discount obligat:on with a matasity of
183 days or less from the date of
issuance

A-18 of paragraph (c) of § 35200955
provices [nat an obligaion that wauld
otherwise bein regislered form but for
the Fact that it is convertible sato bearer
{form is considered 1o be in bearer form.
Under A-1 of § 358.99955(u). thiy
provision applies c obiigat:ans ~sued
after July 18. 19684, The provision i1 A-18
ia am=nded in order to betier coordinate
that provision with § 1363-5(c}(2:(vi)

A-21 of paregraph (e} of § 35a.999%-5
provides thal interest puid tc the holder
of a gesa-through certficate descrbed
in § 1.1E3-ST[¢} may qualily as porticho
inleresl. It provides further that. for
purposes of sections 671(h} snd 381 {1,
interest is cons:dered to be pasd on ur
with respect to the pass-through
certificate and not with respect (o any
obligations held by the func or trusl 1o
which the pass4nrough cerithicate
reiales. This rule was intended to wpply
with respect o payment [rem the trustee
of the pase-through truat 10 the
ceruficate hoider, but not with respecl 10
payments made to the trustee of the
pass-through trust. Thus. the rule applies
when the trustee of the pass-through
trust is & United States person who
cotlects and pays oul interest (a the
certificcte hoider. but does not apply
when the payment it made lo » lrustee
thut is & foreign person. A-2108 -
emended 1o clanfy this poist A=IT i3
alsg amended to clanfy 1y applicanon
ta REMICs. Seclon 1.382-5T 13 alse
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gonteming REMICs,
Soecial Anolvses

11 hay heen determined thal these
rules are not mejor rules as defined in
Excculive Order 12291. Therefore. a
Regulatory Impact Analysis is not
required. [t has also been determined
that section 553{t} of the Administrative
Procedure Act {5 U.5.C. Chapter 5] and
the Regulatory Flexibulity Act (5 US.CC
Chapier 6) do not apply to these
reguiations. and. therefore, & finai
Regulatory Flexibility Analvsis is nol
required. Pursyunt! {0 section 7803(f) of
the interna! Revenue Code, the notice of
propased rulemaking {or the regulation
was sebmitled to the Adminmstrator of
the Sm=!l Business Acministration for
comment or their impact on small
business.

Draftng lzformation

The principal author of these
regulations is Cer! Cooper of the Office
of Associste Chief Counsel
(Internatiosal), wilhin the Office of
Chief Counsel, Internal Revenue
Service. Other personnel from the
Internal Revenue Service and Treasury
Degartment paticipated in develnping
the regulations, )

List of Subjects 25 CFR §§ 1.61-1 throush
1254

Income taxes, Taxakle 1acome.

Deductions, Exempuons.

26 CFR Part33a

Efnployment taxes, Income taxes,
Backup withholding. lrnierest and
Dividends Tux Compliance Azt of 1983.

28 CFR Pat 46

Banks. Banking. Cxcise texes, Sugar.
25 CFR Pant 62

Peportiing :nd recordheeping
requirements
Adoption of Amendments to the
Kegulstions

Aceardiegly, 26 CFR parts 1. 353, 468
and 502 are amended e» foilaws:

PART t—INCOME TAX REGULATIONS

Pacagraph 1. The authacity for pant 1
conlinuts io read (0 part:

Authonty: 280 5 C 7808, = * *°

§ 1.163-5 [Amended] .
Par. Z Section 1.163-5(c) is amended
as foliows: ; :
1. Paragraph {c}(2}i] introductory fext

13 amended by revising the Nicst, fourth
und Mifth senences and by adding a new
sertence belween the fourth and [ilth
sentences axaet forth below.

. T AR 1 ety

I Paragraph (o o)l Ay iy amendged
Ly adding the venlence awset forth
below after the last rentence thereolf.

3. Paragraph (¢} 2)i}(B] introductory
lext is revised as set forth below,

4 Paragraph {c}(2){i)(D} is added as
set forth below.

5. Peragraph (c}{3} is amended by
redesignating the existing tex1 as
parsgraph (c}[3)({i] and adding a heading
ot the beginning of newly designated
paragraph (¢){3)(). and by adding » new
paregraph {c)13]1ii) ax zet forth below.

§ 1.163-5 Denisl of Intersst deduction on
cartain obitgationa lscured after Cecomber
31, 1942, uniesse lssued In regtsteced form

(c) Obligations issued to foreign
persons after September 21, 1984—

{2) Rules for the applization of this
parogroph—{i} Arrargements
recsonchbly designed to ensure scle to
ron-Unitad Stotes persons. An
obligation will be considered to sutisiy
parzgraph (c)(1){i) of this secton il the
conditions of paragraph {c}{Z (i} {A] (B
{C), or D) of this s=ction are met in
connection with the original issuance of
the obligation. * * * Obligations that
meet the conditions of peregraph
[e)23i [A) (3). {C) or (D) of this section
rmay be issued in a single public olferiag.
The preceding sentence does not apply
to certificates of depasit issued under
the conditions of parzgraph {¢){2){i}(C}
cf thia section by a United States person
or by a convolled foreign corporalion
within the meaning of section 957(a) that
is engaged in the active conduct ol a
banking business within the meaning of
section 954(cH{3){B) es in effect pnor to
the Tax Reform Act of 1988, and the
regulations thersunder. A temporary
giobzi secunty need not satialy the
conditicns of paragraph {){2)i) (A (D)
or {C} of this section, but must sausfy
the applicable requirements of
paragraph (¢}2}{i}{D) of this seciion.

{A}* = * Except as provided in
paragraph [2)(3) of this section. this
paragreph [c){2}[{HA] apulics caly to
obligations tssued on or beture
September 7, 1990,

(B} The obligation is registered undet
the Secunties Act of 1933, is exempl
from registration by reason of section 3
ot section 4 of such Act, or does not
quaslify as a security uncer the Securities
Act of 1933 al! of the conditions set
farth in paragraph [(){2)}{B) (). {2). (7.
(+}, and (5] of this seclion are met with
respect to such obligations: and, excepl
as provided in paragraph (c}{3} of this
section, the cbligabon 12 iasued on or
belore September 7. 1920,

18] The obhgation 15 issued alter
Segtember 7. 19%. and ali of the
candibons set furth in this paregraph
() 2){1)(D} are met with respect to such
obligation.

{7} Offers and solas—{i] Issuer. The
issver does nat offer or sell the )
obligation curing the resimcted period 1o
e person who is within the United States
or ity possessicns or to & United States
person.

{i7) Distributors. (A} The distsibutor of
the obligation does not offer or sell the
ohligation during the restricted period 10
a person who is within the United States
or its possessions or to & United Slates
person. '

18} The distributor of the obligation
vall be deermned to satisly the
requirements of paregroph
{CHZRING)NN(AS of this section if the
distnbutor of the obhgation convenants
that it wrll not offer or sell the obligation
during the restricted pencd to & person
who is within the United States orils
possessions or to a United States
person: and the distributor of the
oblization has in cffect. in connecticn
wilh the offsr and sale of the obligaiion
during the restncled period. procedues
reasonably designed to ensure that us
emplayees cr agen's who are directly
engsged in sctling the oblization ate
aware that the ubligaton cannot be
offered or sold during the restricted
pariod lo a person who is within T
United S'ates or its pogssessions oris a
Lnited States person.

(14i) Certain rules. For purpases of
paragraph (c)(2)i D)) {1} and (1) of
this section:

(A} An offer or sal= will be considered
10 be mzde to a person who is withia the
United States or its possessions if the
offeror or seller of the obligation has en
audiress within the United States ar its
possessions for the offeree or buyer of
the obligatior with respeci 10 the offer
or sale.

(5} An offer or sale of an obligatron
wi!l not be treated o3 made to a person
within the United States or its
posaecssions or to a United Slates pereon
if the person to whom the offer or sale is
made is: An exempl distribulor. as
defined in paragraph (c)(2)()(D)(3) of
this section: An intemstional -
erganization as defined in section
7701{a)(18] and the regulations
thereunder, or & foreign central bank as
Zefined in section 895 and the
regulations thereunder: or The [oreign
branch of a United States financial
instilution as descnbed in paragraph
()26} D8N of this seciron.
Paragraph (cH2)(END) DB regerding
an exempt distributor will enly apply 10
an offer to the United States office of an
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EaLap gl O and paregrapl
D HTH 0 i1B) regarding an
international arganization of foreign
central bank wall only apply 1o an offer
1o an international organization or
foreign central bank, if such ofler iy
made directly and specifically to the
United Siates office. orgamization or
bank,

(C3 A sale of an obligation will not be
ireated ns made to a person within the
United States or j1s possessions orto s
United States person i the person lo
whom the sale s made is a person
descnbed in paragraph {c}[Z}{:][D]{E]{u}
ol this section.

{M Delivery. In connection with the
szle of the ghligation during the

restncted period. nesther the issuer nor -

any distributor delivers the obligation in
defimitive form within the United States
or it possessions.

(3} Certification—{s) In general. On
the earlier of the dale of ke first actual
payment of interest by the issuer on the
obligation or the date of delivery by the
tssuer of the obligation in definitive
form. s certifica’e ts provided to the
tssuer of the ot gation stating that on
such date:

{A) The obligation is owned by &
peson that is not a United States
person: B

{8} The obligation {3 owned by a
United Slates person described in -
paragraph {eX2){I}D)6) of this sec’uon.

[C] T'he oblagann is nwrcd by a
finaneial institution for purposes of
Jesale duning the restnicted peried. and .
such financial institution cerufies in
addition that it has not ecquired the
obligation for purposes of resale directly
or indirectly to s United States person or
to a person withun the United Slat=s or
i1$ possessions,

A certificate described in pnragraph
{)2HIDAIN [A) or (2] of this section
may nhot be given wilh respect to an
obligation that is owned by & financial .
institutioss for purposes of resale during
the resinicted peniod For purpases of
paragraph (c){2}(i}(D} {2) and {7} of this

sechion. & lemporary global security (as -

. defined wn § 1.183-5 [c}{1){ii)(B)) is not -
considered ta be an obligation in
definitive form If the issuer does not.
muke the obligation availsbie lor.
delivery in definitive form within
rezsonable peniod of time afler the end
of the restricted period, then the
obligation shall be trealed as not
salisfying the requirements of this
paragraph [c)[2)0HD){2). The certificate
must be signed (or sent, ay provided in
paragraph {c}(2){{DUTI] of this
section) either by the owner of the

T
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cieanng orgamization thraugh which the
owner holds the obligation. direcsly or
indirectly. For purposes of this
paragraph (c}{2)i)(D)(2]. the term
“financial institution™ means 8 financial
inshitution described in § 1.165~
12{cii)v). When & certificate is
provided by a clearing organization. the

. cerificate must be based an statements

provided to it by ity member
arganizations. The requirement of this
paragraph [c){1)(D)(7} shall be decmed
not to be satisfied with respecttoan
obligation if the issuer knows ot has
reeson to know tha! the certificate with
respect to such obligation is false. The
certificate must be retained by the issuer
{and statements by member
organizations must be retairied by the
clearing organization. in the case of
certificates based on such stalements)
for & period of [our calendar years
following the year in which the
certificate is received.

(i) Electronic certification. The
cernificate required by paragraph
{cH2)(HDW I of this section (including
a statement provided to a clearing
organization by a member organization)
may be provided electronically, but only
if the perton receiving such electronic
certilicate maintains adequate records,
for the retention perlod described in
paragraph [c)(2){(i)DHINA of this
section, establishing that such certificate
was received in respect of the subject
obligation. and only if there is a written

_ agreement entered into pnor to the time

"

of certification (including the written
membership rules of » clearing
organzation} to which the sender and
recipient are subject. providing that the
electronic certificate shall have the
effect of & signed certificate described in
paragraph [c)[ZJ{l]{D]{J](J’} of this
section.

(717} Exception for certain obligations.
This paragraph {c]){2}{i){D){F) shail not
apply. and no centificate shell be - )
required. in the case of an obligation
that is sold during the resicicted peried -
and that satisfies ai) of the follcmms
requirements:

{A) The interest and principal mlh
respect 1o the obligation are .
denominsted only in the currency ofs"
single foreign country. - -

(B} The interest and pnncipa! with

" respeci to the obligation are psyabls

- only within that foreign country

oLlrcalion o5 by & financial institution or”

(according ta rules similar to those set -
forthin § 1. 163-5{c){2) (v}

{C} The obligation is offered and sald
in accordance with practices and
documentation customary in lhat foreign
country.

(2 The distributor covenants |o use
reasonable eficrs to seil the obligation

“within thal foreign country.

{£1 The obligation is not Listed or the
subject of an epplication lor Listing. on
an exchange localed outside thal foreign
country.

{F) The Commissioaer has designated
that foreign country 83 a foreign country
in which certificatian under paragraph
{eXZ3 D3N of this section is not
permissible.

{C) The {ssuance of the obligation is
subject to guidelines or restrictions
imposed by governmental, banking or
securities authonties in that foreign
country.

{1 More than 8O percent by value of
the obligations included in the offering
of which the obligation is & part are
offered and sold !o non-distribulors by
disinbutors mainlaining an office
located in that foreign country. Foreign
currency denominated obligations that
sre convertible into U.5. dollar
denominated obligations or that by their
terras are linked to the US. dollsrin a
way which elTectively converts the
obligations to U.S. dollar denormunated
obligations do not satisfy the
tequirements of this paragraph
(eH2MEUDH I, A foreign curtency
denominated obligation will not be
treated as linked, by 1t terms, to the
U.S. dollar solely because the obligation
is the subject of a swap transaction.

(4) Distributor. For purposes of this
paragraph (¢}(2){i)(D]. Lhe term

“distributor” means:
- {#) a person that ol’l’ers or sells the
obligation durng the restricled period
pursuant to a3 wrillen contract mth the
issuer

{77) any person thal offers or se[ls the
obhigation during the restricied period
pursuant to & wnilen contract with a
persan described in paragraph
{c)(23}(D) (4) [): and

1ii)) ’ny affilate that acquires the
obligation from ancther member of ity
affiliated group for the purpose of
offering or selling the obligation duning

. the restricted peniod. but enly if the

transferor member of the group is the
issuer or a person desctibed (n
paragraph (c)(2)i}(D) (€}() or (i} of this
sectior. The terms “affiliate” and . -
“alfiliated group™ have the same . -.
meanings a3 in section 1504{a} of the
Code, but without regard to the
exceplions contained in section 1504{b}
and substiluting 50 percent” for 80
percent” each time it appears.

For purposes of this paragraph
(<H2IGHDN(4). & writlen contract does
not include & confirmation or ather
nobtice of the transaction.

(51 Exempt distr:butor. For purposcs
of ths paragraph {c}2){i){D). the term
“exempt distributer” means & distributare
thal convenants in its contract with the
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Luying the obhigaion for ine purpase uf
ressie in conncchion with the orginat
rssuance of the obligathon, and thal f i¢
retains Lhe obligation for s own
accouni_ i will onty dn 33 m eccordunce
with the requirements of paragraph
(c)(210i D)5} of this sechan. In the later
case. the convenant will conslitule the
cerificate requited under paragraph
[cHZG)NDUG) The provisiona of
paragraph {2 DN N governing tha
restricied period {or unsold allotments
or subiseppons shall apply e any
obhgatian relained for inuestment by am
exempt distzibutor.

{6) Cerrain United States persors. A
person is described in this paragraph
(c){2}NDYE] if the requirements of this
paragraph are satisfed and the peraon
is:

). The foreign branch of 3 United
Siales financial ioshtithun puschasing
fur its own account ar for resale or

(/1) A Duled Slaies person who
acquired the obiigation throogh the
fareign braoch of @ United States.
financial institution and wha far
purposesaf the certification required i
paragraph [c)f21i){DNI] of thia secoom,
kolds the ebLgation through such
financial instirotion on the dateol .
certilication.

For purposea of paragraph
[eM2IGHDNBIL of this secton. a Unired
States peryon will be conndered o
scquure amd hold an oblization rhrough
the {oresgre branch of a United States.
financral institoion if the United Slates
person hay an accoumt with the United
Siates oifice of a finangal inatiubon.,
and the traosachiom s execried by
farergn office af that Scencial
inst.tution. or by the fore:gn office of
anolher imnaal insututon acnng o
behalf of that ingncial inst;uton. Ths
paragraph (c}211)(DI(6] will appig.
however. anlg f the Ursted Srates
financial matitunarr {or the United
States ofbice of a foregn [inaneiak
wnstituion] hoiduog the obligation
provides s cernficale (o the issueror
disiributar selling the obligatign within
3 reasonable Lme stating that it agress
to comply with the requirementy of
sechion 185 [I{AJ (BL or (C] and the
regalations thermuntder. For purposes of
thus paragraph (2K ST. the tarm
“financial inshtuton™ means a Onanciatl
institution aF defined in § 1.165~—
12{cliillv]. As en alternative ta the
certification required above. a financial
nstitution may provide s blarnket
cernflicale 1o the issuer or distributor
selling the obligation srating that the
financiai iasistution will comply with the
requirements aof section 1330))12][A). (B)

nr iy ettd tne repplaions iNervunder. A
blankel cernlicate must be recerved by
the 1ssuer or the diatnluinr i the venr
of the issuance of the oblizauen grin
cither of the prececing two calendar
years. and mus! be retained by the
itsuer or distnbutor for at leas! four
years sficr the end of the last calendar
yenr to which it relates,

(7] Restncied peribd. For purpases of
this paragraph (ci(2}i)IDT, the restncied
period with respect to an obligation
begins on the earlier of the ¢losizg date
{or the date or which the issuerreceives
the loan pruceeds. if theee is no cosing
with respect ta 1he obligation]. or the
first dare on which the obligation ix
oilered |0 persons other than a
distributor. The restricted period with
respect lo an obligation ends on the
expiration of the forty day period
beginming on the closing date [or the
date on which the issuer receives the
loan proceeds_if there it no closing wih
respect to Lhe ghligationk
Notwithstanding the preceding senience.
arry offer or saie of the obligatiun by the
issuer or a distributor shall be deemed.
ta be dunng the resincied pesiod if the
issuver of disinbutor holds the obligation
gs part.of an unsold allotment ut
subscopuon.

|8) Clearing omgoriznton_ Fos
purposes of thus paragraph ()DL a
“cleanng erganizaton’™ is an ensity
which i3 i the business of Epiding
obligations for member orgamzations
and tmnsferring obligationa among such
members by credit oc debit wo the
account of a member withaut the
necessity of physical delivery of the
obligatum

(3} Effective dore~i{i) In general.

{ii] Special rules. If an ohlization is
onginally issued afles Seplember 7, 1990
pursuant ta the exercise of & warraat ac
the conuersion of a converable
abligabon. which warmat or obligahars
[including conversion privilege} was
issued. 02 or belore May 1@ 1990, then
the issuer may ckoase 1 apply euher
the rules of § 1183-8(<}(2){pilA)or
§ 1.1683-5{cH2}i}{B). ar the rules of
§ 1.163-5{c}{2(i1{D] The issuerof an
cbligation may chouse 1o apply either
the rules of § R163-5{c}{2)1} {A) or (B].
or the rules of | 1383-3(c){2{){DL toax
obligalion that iz eciginaily issued afler
May 10. 1990, and on oz belore
Seplember 7,1990: However, any issuer
choonng to apply the rules of £ 1.100—
s{c){2)(+)[A) must apply the definition of
United Stales person aaed for such
purposes on December 31, 1989 and
must oblain any ceri:ficates that would

— T T

Lavie been teturd ander wpyia aleoe
law 01 December 31, 1849,

Par. 3. Paragraph (e} of § 1.183-5F 1s
added immedialely afler paragraph [U)
of £ 1.183-3T. Paragraph [e} reoda as
follows:

§ 116357 Denlai of inlerest geduction wa
certan obligstions lssued after Decoembar
31, 1582 wnless lssued In registered Llorm:
{tempararyl

{e) Reguior interests i REMICS. 1) A
regular interest ra a REMIC as defined
in sections 8600 and 860G and the
regulations thereunder, is considesd to-
be a “regraration-required obhganon™
under section 163{1)(2)(A) end § 1.183-
5{c) if the repular interest is described in
section WMA[2)(A) and § 1.183-5(ck
without regard to whether nory
obligation held by the REMIC te which:
the regular interest relales iy described
in sechion 183(N(2YA] and § 1.383-5¢c}
A regular interest in o REMIC is
cons:dered to be described in section
163(N(Z2{ D) and § 1.163-5{c). | the
regular inierestis descnibed in section
163(121{B] and § 1.163(ck walhout
regard to whether any abligat:on heid by
the REMIC ro. which. the regutar interest
reiates is descnbed i section
163(N(2)(B) and § 1.1635(c).

(2] An obligabon beid by a REMIC is.
considered \o b descnbed 1n sechon
163407 (A) or{B) if such oblizabon 1k
described in section 163(N{2} (A} or (B).
respectively. wrthout regard 1o whether
the regularicieresis in the REMIC are so
conmsidered.

(3) For purposes of sectiomr 4707, &
regularinferest is considered fo be
issued solely by the recrpient of the
proteeds from the issuance of the
regular interest (hereinaller the
“sponsor”). The sponsor s therelore
liable forany excse ax under section
4701 that may be imposed with.
reference to the pnncipal ameount of the
regular inferest.

{4} It order to implemen' the purpose
of sechon 18X § 1.163-5{c), and the
secnion the Comnmussioner may
charactetize a regular interest in @
REMIC and a0y abligation held by such
REMIC in accordance wilk the
subsiance of the arrangament they
represent and may impose he penaltiex
provided under sections 183(03(1] and
4701 in the sppropriate amounts and o
the appropriate persons. This provision
r:ay be applied. for example. where &
corporation issues an obligation that is
purportedly in registered farm and. that
will qualify a5 a “qualified mortgage”
within the meaning of secton 860G{a)(3f
in the hands of a REMIC, contnbules the
obligation 1o 3 READC as its only assef,
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regclat interests 1o the PEMIC oo Learer
form thal do not meet the reguirements
of section 163{1)(2)(B). If this provision is
snplied. the obligation held by the
REMIC will not be considered 1o be
issued in registered form or to meel the
requirements of section 163(MN{2}{B}. The
corporstion will not be allcwed &
deduction for the payment of interest on
the otdigation held by the REMIC, and
the excise tax under section 4701,
calculated with reflerence (o the
principal amounl of the obligation held
by the REMIC. will be imposed on the
corparation and roay be collected from
the corporation snd it agents.

Par & The autharity for part 358
continues to read in part as follows:

Auvthority: USC. 7808.° 7

Paz. 8. Sochon 252 99985 is amended
by adding a parenthetical 1o A-5ui) of
puragraph (a) immediate!y before A-
5(i1ik by adding s perenthetical in A-
S{ii) of paragraph {a) imunediately
before A=5fic). by removirg the first
sentence of A-13 of paragraph [b}. and
adding » pew senience in its place: by
ndding new wubdivision {i)(G] 1o A-14 of
paragraph {b): by removing the sentence
immediately before the 1ast sentence of
A-18 of parsgraph [c). and sadding two
tiew sentences.n its place: in paragraph
{e}. by redesigneting the "ext of existing
A-2! as saubdivision {i] and sdding 8
sentence immediately following the
second seatence in newly designoted
subdivision [7). and sdding new
subdivision (ii). The added sentences
read a3 follows

§ 35¢.9999-5 CQuastians and snawars
reisting o repesl of 30 percent withirolding
by section 127 of the Tax Aalorm Act of
1984 and to the 1pplication of Information
reporting and backup withholdimg In g of
such repesi

{a] Rofes concerning obligations in
bearer form.

A-5 % " {i)* * *{determined by
reference lo the spot rate on the date of
issusnce. in the case of ar obligation not
denomisated in United States dolars)
{iti] = * ~{However. an ogginal issue - -
discount obligation with a maturity of
183 days or less from the dare of
insuance is not required 10 satinfy the
certification requicernent of § 1.2183-
S{e)2)@IDN3N) " *
[ . . » - .

(b} Rules concerming obligotions in
reguiered form.

A-i3. An obligation |¢ considered 10

be larpefed to foreign markets for
purposes of A-121f 4t s0ld (or resold
i conneciion with is ongmnal wssuance)
only to forexgn persons [or to foreign
branches of United States irancial
institutions described in section

87U b}{4}B}} in accordance with
procedures sumilar 10 those prescribed
in §1163-5{cH2}(i} [A). (Blor (D)7 * 7

AL

("

{G) The certilicate described in this
subdivision may be provided
eleclroaicsily under the terms and
conditions of 1634{1:}[2][1}{0)&3}[:11

{c} Com embd:r v of oh!fgur.ran:.

A-18 ° * " Anobligation issued niter
Tuly 18 1984 «nd on or before
Septermber 21, 1884, that would
otherwise be in registered form but for
the fact that it is corrvertible into bearer
form. shall be considered lo be in bearer
form for pwposes of A~1 if it satisfes
the upplcable requirements of the
relevant temmporary or proposed
regulstions ander section 1834 {){2)(BL a»
described in § 1.163-3{c)2)(vi. Ap
obligatiea issued afler September 21,
1984, that would otherwise be in
segisiered form baot for the fact that il is
convertible into bearer form shall be
considered to be i bearer form. * * *
{e) Applicotios of repeal of 30 percenit
quaJdm,g o pau&’:rough certificates.

A-Cu. il} ... The m.\e of this A-21
applies only to payments made o the
holder of the pass-through certfcate
from the truster of the pass-through trust
and does nol apply W paymenly made
10 the trustee of the puss-through
trust. * * ¢

(i} laterest paid o a holder ol &
regular of residoal interest in & BREMIC
will qualify as portfolio interest uader
zection 871k} 2) or saection 881{c}{2) far
purpcses of the exempuan from 30
percent withholding o the interest paid
1o the bolder satiafies the condiuons
descnbed in A-1 or A-8 of this sechon.
For purposes of A-1 or A-8 of this
section and sections 871(h) wnd 881{c).
mterest paid to the holder of x regular
interest in a REMIC is conndered to be
paid on or wath respect o the regular
interest in the REMIC and not oo or with
respect 19 any morigage obligations held
by the REMIC. Tha furegoing rule,
however, applies only 1o paymenis
made to the holder of the reguler
interext from the REMIC and does not
spply to payments made 1o the REMIC
For purporer of A-1 or A8 of thus

seclion and seclione E7IH) end BE1{c..

—interest paid to the hoider of a residual

interest in & REMIC is considered 10 be
peid on or with respect 1o the
obl:gations held by the REMIC, and not
on or with respect to the residual
interest. For.purpgses of A~1 and A-8 of
this section and section 127 of the Tax
Reform Act of 1954, a residusl interest in
8 REMIC will be considered a3 jssued
after July 18. 1984, only to the extent tha)
the obligations held by the REMIC are
fnsued sfter July 18, 1984 but a reguiar
intereat in 8 REMIC wll be considered
us issued after July 18, 1984 il the
regular interest was issoed after July 18,
1984, withont regard 10 the date on
which the mortgage obligations held by
the REMIC were issoed.
PART 45—{AMENDED]

Par. 7. The suthotity for Part 48
continues 1o read in patt as follows:

Autboriny: 28 U1.5.C 7808 ° - - ’

Par. 8. Section §8.4701-3 1% amended
by revising paragraph (b)i5) to read as
loNows:

§46.4701-1 Tax on leusr of reghstrallon-
required obligetion not In registered lorm

(b} Definiticas * *

{5] {ssuer Exceptas provided 1o
§ L163-5Td) [relating 1o pass-through
certificates} and § 1.163-5T1e} {relating
to REMICs) the “issuer” u the peraoca
whose inierest dednetion would be
disallowed solely by reason af section
181}

- - - - -

PAAT 602—OMB CONTROL NUMBERS
UNDER THE PAPERWORX
RECUCTION ACT

Par. 8. The authanty for part A2
continues to read in part as follows:

Avutbority- 28 US.C.7808. * *

§501101 [Acvendwd}

Par. 10. Section 80211 [c} is wmended
by revisiag the entry for § 1163-5 ia the
table 1o reed an foliows. "§1163-3° * *
1545-11322
Frod T. Coldbery. Jr.

Commistaoner of Intenmal Retensa

Approved
Keravth ¥. Gideoa

Assision? Secretory of the Trecrusy.
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