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Part Ill - Administrative, Procedural, and Miscellaneous

Guidance on Withholding and Information Reporting on Foreign Persons, Including
Guidance on Certain Book-Entry Systems

Notice 2006-99

SECTION 1. PURPOSE

This notice provides guidance on withholding and information reporting on foreign
persons and includes guidance on certain book-entry systems in foreign countries.

This notice provides clarification on whether bonds held through certain book-
entry systems are treated as in registered or in bearer form under Treas. Reg. §85f.103-
1(c) and 1.871-14. It concludes that a dematerialized bond that can be held and
transferred only through a book entry system is in registered form, when a holder may
only obtain a physical certificate in bearer form if the clearing organization that
maintains the book entry system goes out of business without a successor.
Notwithstanding the clarification set forth in this notice, obligations that are outstanding
prior to January 1, 2007, and that were issued in compliance Treas. Reg. §1.163-
5(c)(2)(i)(D) (TEFRA D) may continue to be treated as obligations in bearer form until
the obligations mature.

Further, this notice announces that the IRS and Treasury intend to issue

regulations providing that section 1.871-14(e) of the regulations, dealing with foreign
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targeted registered obligations, will not apply to obligations issued after December 31,
2006, except in limited circumstances. The regulations will provide that the rules of
section 1.871-14(e) will apply to obligations issued after December 31, 2006, and before
January 1, 2009, but only if those obligations have a stated maturity of no more than 10
years from the date of issuance. Obligations issued under the rules of Treas. Reg.
§1.871-14(e) prior to January 1, 2009, will continue to be subject to those rules until
those obligations mature.

Finally, this notice announces that the IRS and Treasury intend to issue
regulations retroactively removing the rule in Treas. Reg. §1.1441-1(b)(7)(iii) that would
impose interest under section 6601 when no underlying tax liability has in fact been
imposed. These regulations would also clarify that, like interest, penalties that are
computed based on underpayments of tax will not be imposed when no tax has in fact
been imposed.

SECTION 2. BACKGROUND

.01 Development of dematerialized book-entry systems

IRS and Treasury are aware of the development of dematerialized book-entry
systems for holding and transferring bonds. In such systems, bonds are required to be
represented only by book entries, and no physical certificates are issued or transferred.
Such dematerialized book-entry systems offer significant efficiencies for securities
markets, and in order to capture those efficiencies, markets in certain foreign countries
have adopted such systems.

For example, Foreign Country law requires that, beginning on a certain date,



bonds issued in that country must be held through the book—entry system operated by
Foreign Country Clearing Organization. Foreign Country Clearing Organization is an
entity which is in the business of holding obligations for member organizations and
transferring obligations among such members by credit or debit to the account of a
member without the necessity of physical delivery of the obligation. Within the book-
entry system, bonds are not represented by any physical certificates, but are
represented only by book entries. Holders do not have the ability to withdraw bonds
from the book-entry system and obtain physical certificates representing the bonds.
Holders may obtain physical certificates in bearer form only if Foreign Country Clearing
Organization goes out of business without a successor that will continue to operate the
book-entry system. Bonds that were issued before the book-entry system became
mandatory must be transferred into the system by a specified date.

.02 Obligations in registered form

Section 5f.103-1(c)(1) provides that an obligation is in registered form if the
obligation is registered as to both principal and interest and the obligation may be
transferred only by surrender and re-issuance of the physical certificate or through a
book-entry system. Section 5f.103-1(c)(2) provides that an obligation is considered
transferable through a book-entry system if the ownership of an interest in the obligation
is required to be reflected in a book entry that identifies the owner of an interest in the
obligation. Section 5f.103-1(e) provides that an obligation that is not in registered form
is considered to be in bearer form. An obligation in registered form that is convertible

into bearer form is considered to be in bearer form. Treas. Reg. 81.871-14(c) provides



that for purposes of determining the application of the portfolio interest exception, the
conditions for an obligation to be in registered form are identical to the conditions
described in Treas. Reg. § 5f.103-1.

SECTION 3. TREATMENT OF OBLIGATIONS HELD THROUGH A
DEMATERIALIZED BOOK-ENTRY SYSTEM

.01 Obligations subject to a book-entry requirement described in section 2.01

An obligation subject to a book-entry requirement described in section 2.01 of
this notice, and held through the book-entry system operated by Foreign Country
Clearing Organization, is an obligation in registered form because, within the book-entry
system, it may be transferred only by book entries and the holder of the obligation does
not have the ability to withdraw the obligation from the book-entry system and obtain a
physical certificate in bearer form.

The cessation of operation of the book-entry system would be an extraordinary
event. Holding through the book-entry system is mandatory for obligations in Foreign
Country’s market while the book-entry system is in existence and while Foreign
Country’s legal requirements remain in place. The provision for the issuance of physical
certificates in bearer form in the event that the book entry system goes out of existence
is not the equivalent of a provision conferring on the holder the ability to convert an
obligation from registered form into bearer form in the ordinary course of business.

Notwithstanding that such obligations are in registered form, section 3.02 of this
notice, below, provides a transition rule for certain obligations issued prior to January 1,

2007.



.02 Obligations issued before January 1, 2007

An obligation in bearer form that was issued before January 1, 2007, and that
was issued in compliance with section 1.163-5(c)(2)(i)(D) (TEFRA D) may continue to
be treated as an obligation in bearer form until its maturity, whether or not it is held
within Foreign Country Clearing Organization’s book entry system described in section
2.01 of this notice.
SECTION 4. SUNSET OF FOREIGN TARGETED REGISTERED RULES

The IRS and Treasury intend to issue regulations providing that the rules of
section 1.871-14(e) of the regulations, dealing with foreign targeted registered
obligations, will not apply to obligations issued after December 31, 2006, except in the
limited circumstances described in the next sentence. The regulations will provide that
the rules of section 1.871-14(e) will apply to obligations issued after December 31,
2006, and before January 1, 2009, but only if those obligations have a stated maturity of
no more than 10 years from the date of issuance. Obligations issued under the rules of
Treas. Reg. 81.871-14(e) prior to January 1, 2009, will continue to be subject to those
rules until those obligations mature.
SECTION 5. INTEREST IMPOSED WHEN NO TAX DUE

Treas. Reg. 81.1441-1(b)(7)(iii) provides that a withholding agent that has failed
to withhold tax other than based on reliance on the appropriate presumptions is not
relieved from liability for interest under section 6601. It further provides that such
liability exists even when there is no underlying tax that is ultimately shown to be due.

That is, the regulation imposes an interest charge under section 6601 on a withholding



agent for an amount of tax that has not in fact been imposed. Treas. Reg. 81.1441-
1(b)(7)(v) sets forth two examples that illustrate the operation of this rule.

The IRS and Treasury intend to issue regulations retroactive to January 1, 2001,
removing the rule in Treas. Reg. §1.1441-1(b)(7)(iii), and the accompanying examples
illustrating the rule in Treas. Reg. §1.1441-1(b)(7)(v), that imposes interest under
section 6601 when no underlying tax liability is imposed. Further, the IRS and Treasury
intend, in the new regulations, to clarify also that, like interest, penalties that are
computed based on underpayments of tax will not be imposed when no tax has in fact
been imposed. Taxpayers may rely on this notice until the regulations removing the rule
are finalized.

SECTION 6. COMMENTS

Comments are requested regarding the regulations to be issued under Section 4
of this notice. Specifically, comments are requested on the transition period to be
provided for such rules.

SECTION 7. CONTACT INFORMATION

The principal author of this notice is Kay Holman of the Office of Associate Chief

Counsel (International). For further information regarding this notice contact Kay

Holman at (202) 622-3840 (not a toll-free call).
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Foreign Targeted Registered Notes--Requirements

1 General Rule

No IRS Form W-8 is required to be obtained with respect to payments of interest on a registered
note that is considered to be targeted to foreign markets (an “FTR Note”), if the following
requirements are satisfied:

1.1 Interest is paid to the person recorded as the registered owner of the FTR Note in the
JASDEC book-entry system (the “registered owner”) at an address outside the United
States;

1.2 The registered owner of the FTR Note is a financial institution;

1.3 Neither the issuer nor the paying agent has actual knowledge that the beneficial owner of
the FTR note is a US person; and

14 The issuer or paying agent receives the certification described in Section 3 below from the
registered owner of the FTR Note.

2 Foreign Targeted Requirements

A note will be considered to be “targeted to foreign markets” for purposes of these rules if it is sold
only to non-US persons in accordance with procedures similar to the TEFRA D rules.

3 Documentation Requirements
3.1 Certification

3.1.1 The issuer or paying agent must receive a certificate from each registered owner to
the following effect:

For each FTR Note held, and every other FTR Note to be acquired and
held by the registered owner providing the certification during the period
beginning on the date of the certification and ending on the date the next
certificate is required to be provided, the beneficial owner of the obligation
will not be a US person on each interest payment date while the registered
owner holds the FTR Note, and that, if the registered owner is a financial
institution which is holding or will be holding the FTR Note on behalf of a
beneficial owner, the registered owner will provide a US beneficial
ownership notification to the issuer or paying agent in the event the
certificate is or becomes untrue with respect to any FTR Note.

3.1.2 In addition, with respect to each payment of interest after the first payment of
interest made while the registered owner providing a certification has held the FTR
Note, the issuer or paying agent must receive a further certificate to the following
effect:



3.2

3.3

313

3.14

Beginning at the time the last preceding certificate described in this section
was provided, and while the financial institution or clearing organization
member has held the FTR Note, with respect to each FTR Note which has
been held by the registered owner at any time since the provision of the
last preceding certification, either:

(@)  The beneficial owner of the FTR Note has not been a US person on
each interest payment date, or

(b) If the registered owner is a financial institution which is holding or
has held an FTR Note on behalf of the beneficial owner, the
beneficial owner has been a US person on one or more interest
payment dates (identifying such date or dates), and the registered
owner has forwarded or will forward the appropriate US beneficial
owner notification to the issuer or paying agent, as described in
section 4 below.

This certification only needs to be provided by the registered owner of the FTR
Note. However, the registered owner providing the certification will need to receive
or have on file sufficient information with regard to its underlying sub-participants in
order to confirm that the information provided in the certification is correct.

When this certification is being provided for the first time with respect to an FTR
Note, it must be provided within 90 days before the first interest payment date on
which the registered owner holds the FTR Note.

Thereatfter, the certification must be filed within the period beginning on January 15
and ending on January 31 of each year.

Identification requirements

3.2.1

3.2.2

The obligation

0] The certification described in section 3.1 above must identify the FTR Note
or Notes with respect to which it is given, except where the certification is
given with respect to an FTR Note that has not been acquired at the time
the certification is made.

(i) An FTR Note is considered to be identified for this purpose if it, or the
larger issuance of which it is a part, is described on a list of all FTR Notes
held by or on behalf of the registered owner, and the list is attached to, and
incorporated by reference into, the certification.

The holder

0] The certification must also identify and provide the address of the
registered owner.

Retention of certificates

Page 2 of 3



The certifications must be retained in the records of the recipient for four years from the end
of the calendar year in which it was received.

Change of Status Notification

4.1 If, on any interest payment date after the FTR Note was acquired by the registered owner,
the beneficial owner is a US person, then the registered owner must furnish the issuer or
paying agent with a US beneficial owner notification within 30 days after such interest
payment date.

4.2 A US beneficial owner notification must include a statement that the beneficial owner of the
obligation has been a US person on an interest payment date (identifying such date), that
the owner has provided to the person providing the notification a Form W-9 (or substitute
Form W-9), and that the person providing the natification has been and will be complying
with the information reporting requirements of Section 6049 of the US Internal Revenue
Code, if applicable.

4.3 In most circumstances, a registered owner providing this notification must also attach to the
notification a copy of the Form W-9 (or substitute Form W-9) provided by the beneficial
owner.

4.4 An issuer or paying agent that receives a Form W-9 (or substitute Form W-9) must send a
copy of the Form to the IRS within 30 days after receiving the Form, and must attach a
statement that the Form was provided with respect to a US person that has owned an FTR
Note on one or more interest payment dates.

No Form 1042-S Reporting

An issuer or paying agent who receives the certification described in section 3 is not required to
report payments of interest on an FTR Note to the IRS on Form 1042-S, provided the FTR Note is
held by the person providing the certification and the payments are made within the period
beginning with the certification date and ending on the last date for filing the next certificate.

US IRS Circular 230 Disclosure

To ensure compliance with requirements imposed by the IRS, we inform you that any US tax advice
contained in this communication (including any attachments) is not intended or written to be used,
and cannot be used, for the purpose of (i) avoiding penalties under the US Internal Revenue Code
or (ii) promoting, marketing or recommending to another party any transaction or matter addressed
herein.

Page 3 of 3



Foreign-Targeted Registered Obligations
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Annex 6

Certificate Regarding U.S. Book-Entry Transfer Foreign Bonds

(For Book-Entry Transfer System for Corporate Bonds)

To

( )

[Year/Month/Date]

(Name of Company)

( )

(Address)
( )

(Title and Name)

(seal)

( )

(Name of Department in Charge)

( )

(Address of Department in Charge)

( )
(Contact of Department in Charge)

Tel: Fax:

E-mail:

We hereby certify the following matters.

All matters described below:



Foreign-Targeted Registered Obligations
FTRO

(i) With respect to all series that fall under the category of the Foreign-Targeted
Registered Obligations under the U.S. tax law (the “FTRO Series”) which are
registered in the Japan Securities Depositary Center, Inc. (“*JASDEC”) and
provided in the Appendix, or which will be treated by JASDEC in the future,
during the period beginning on the date when this “Certificate Regarding U.S.
Book-Entry Transfer Foreign Bonds” (the “Certificate”) is submitted and ending on
the date by which submission of the next Certificate is required, the beneficial
owner (including us, in case we are a JASDEC participant and are or will become a
beneficial owner) of the balance of each such FTRO Series that is or will be
recorded in the future, in the book-entry transfer account register kept by us, will

not be a U.S. person on each interest payment date during such period; and

FTRO
Formw-9 FTRO
30
(ii) If the statement in the preceding paragraph (i) is not or becomes no longer true,
“Notice of U.S. Holding Regarding U.S. Book-Entry Transfer Foreign Bonds” (the
“Notice”) in the form provided by JASDEC and Form W-9 for the U.S. person who
beneficially owns the FTRO Series will be submitted to you within 30 days from
the interest payment date of the FTRO Series on which there is a beneficial owner

who is a U.S. person.

If any Certificate was submitted before, either of the following matters:

FTRO



(i) With respect to all FTRO Series which are registered in JASDEC and provided
in the Appendix, during the period on or after the date on which the last
Certificate was submitted, the beneficial owner (including us, in case we are a
JASDEC participant and are a beneficial owner) of the balance of each such FTRO
Series that is recorded in the book-entry transfer account register kept by us, has

not been a U.S. person on each interest payment date during such period; or

FTRO

30 Formw-9

(i) With respect to any FTRO Series which are registered in JASDEC and
provided in the Appendix, if any of the beneficial owners (including us, in case we
are a JASDEC participant and are a beneficial owner) of the balance of each such
FTRO Series that is recorded in the book-entry transfer account register kept by
us has been a U.S. person on the interest payment date (which must be specified)
during the period on or after the date when the last Certificate was submitted, the
Notice and Form W-9 for the U.S. person has been or will be submitted to you

within 30 days from such interest payment date.

FormWw-9

We understand that, with respect to Form W-9 to be submitted to you, you will take
measures required for submission of such documents to the Internal Revenue Service of
the United States, in accordance with the “Business Guidelines for Handling U.S.
Book-Entry Transfer Foreign Bonds” of JASDEC.

Terms used herein have the meanings given to them under the ““Business Guidelines
for Handling U.S. Book-Entry Transfer Foreign Bonds”” of JASDEC including Annex 1
thereto.

END



(Note)

The indirect account management institution that needs to submit the Certificate should submit it to its

nearest upper positioned institution(s) by either of the deadlines below, as applicable:

If the indirect account management institution has not previously provided a certificate to a particular
nearest upper positioned institution or has previously provided a certificate but such certificate is no longer
effective, then immediately; and

1 15 1 31 15 31

In all other cases, then between January 15 and January 31 of each year (provided, however, that in the
event that the certificate referred to in above is submitted between January 15 and January 31, no
certificate under this need be submitted during such year).

Please consult with the nearest lower positioned institutions in advance so that the submission will be made
smoothly and without any problem.

FTRO

The JASDEC participant that needs to submit the Certificate should submit it to the Paying Agent of the
relevant FTRO Series (to be announced by JASDEC) by either of the deadlines below, as applicable:

FTRO FTRO
90
If it has not previously provided a certificate to a particular Paying Agent or has previously provided a
certificate but such certificate is no longer effective, then within the period beginning 90 days prior to the
first interest payment date that falls after the first date on which the JASDEC participant handles an FTRO
for which that Paying Agent acts as paying agent ; and
1 15 1 31 15 31

In all other cases, then between January 15 and January 31 of each year (provided, however, that in the
event that the certificate referred to in above is submitted between January 15 and January 31, no
certificate under this need be submitted during such year).

Please consult with the nearest lower positioned institutions in advance so that the submission will be made
smoothly and without any problem.

4
Those who received the Certificates should retain them for four years from the end of the year during which
they are received.

FTRO
Upon submission of the Certificates, please attach the list of the FTRO Series provided on the website of
JASDEC, as appendix.

For details, please see the “Business Guidelines for Handling U.S. Book-Entry Transfer Foreign Bonds” of
JASDEC.




Annex 7

Notice of U.S. Holding Regarding U.S. Book-Entry Transfer Foreign Bonds

(For Book-Entry Transfer System for Corporate Bonds)

[Year/Month/Date]

To

( )

(Name of Company)

( )
(Address)

( )
(Title and Name) (seal)

( )

(Name of Department in Charge)

( )
(Address of Department in Charge)

( )
(Contact of Department in Charge)

Tel: Fax:

E-mail:

Foreign-Targeted Registered Obligations FTRO

We hereby notify that, with respect to the series that fall under the category of the
Foreign-Targeted Registered Obligations under the U.S. tax law (the “FTRO Series”)
which have been registered in the Japan Securities Depositary Center, Inc. (“*JASDEC”),



one or more beneficial owners of the balance thereof which have been recorded in the
book-entry transfer account register kept by us (including us, in case we are a JASDEC
participant and are a beneficial owner), has been a U.S. person on one or more interest
payment dates. Details are as follows:

Official Name of
the Series

ISIN
ISIN Code

JP

Maturity Date

Interest Payment
Date or Dates on
Which a U.S.
Person
Beneficially
Owned Bonds

Interest Payment
Amount for U.S.
Person
Beneficially
Owning Bonds

U.S. Person
Beneficially
Owning Bonds

Formw-9
We have received Form W-9 from such U.S. beneficial owner or owners as attached
hereto.

We have complied and will comply with the obligations to report information under
Section 6049 of the Internal Revenue Code of the United States, as appropriate.

Formw-9
30

We understand that, with respect to the Forms W-9 attached hereto, you will take
measures required for submission of such documents to the Internal Revenue Service of
the United States within 30 days after receiving this notification, in accordance with the



“Business Guidelines for Handling U.S. Book-Entry Transfer Foreign Bonds” of
JASDEC.

Terms used herein have the meanings given to them under the ““Business Guidelines
for Handling U.S. Book-Entry Transfer Foreign Bonds”” of JASDEC including Annex 1
thereto.

END

(Note)
FTRO 30

The indirect account management institution that needs to submit this document should submit it to the
nearest upper positioned institution with respect to such FTRO Series, within 30 days from the interest
payment date on which a U.S. person was a beneficial owner of an FTRO Series.

Please consult with the nearest lower positioned institution in advance so that the submission will be made
smoothly and without any problem.

FTRO 30

The JASDEC participant that needs to submit this document should submit it to the Paying Agent of such
Series within 30 days from the interest payment date on which a U.S. person was a beneficial owner of an
FTRO Series.

Please consult with the nearest upper positioned institution in advance so that the submission will be made
smoothly and without any problem.

30
FTRO Formw-9
FormWw-9

The Paying Agent (Issuing Agent) that received this document should take measures required for the
necessary documents (the written statement that it has received Form W-9 for the U.S. person who
beneficially ownes the Series that fall under the category of the FTRO Series on an interest payment date,
together with such Form W-9) to be submitted to the Internal Revenue Service of the United States within 30
days from receipt of this document. Actual measures that need to be taken should be discussed and decided
between the Paying Agent and the Issuer.

Form W-

Upon submission of this document, please attach the Form W-9 received from the beneficial owner.

For details, please see the “Business Guidelines for Handling U.S. Book-Entry Transfer Foreign Bonds” of
JASDEC.
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