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liability under section 881 has not been satis-
fied in full by Bank X as withholding agent, 
FC is required to file a return on Form 1120– 
F (U.S. Income Tax Return of a Foreign Cor-
poration). 

(4) Effective/applicability date. Para-
graph (a)(2) of this section and Example 
6 apply on or after January 23, 2012. 

(b) [Reserved] For further guidance, 
see § 1.1441–7T(b). 

(c) [Reserved] For further guidance, 
see § 1.1441–7T(c). 

(d) United States obligations. If the 
United States is a withholding agent 
for an item of interest, including origi-
nal issue discount, on obligations of 
the United States or of any agency or 
instrumentality thereof, the with-
holding obligation of the United States 
is assumed and discharged by— 

(1) The Commissioner of the Public 
Debt, for interest paid by checks issued 
through the Bureau of the Public Debt; 

(2) The Treasurer of the United 
States, for interest paid by him or her, 
whether by check or otherwise; 

(3) Each Federal Reserve Bank, for 
interest paid by it, whether by check 
or otherwise; or 

(4) Such other person as may be des-
ignated by the IRS. 

(e) Assumed obligations. If, in connec-
tion with the sale of a corporation’s 
property, payment on the bonds or 
other obligations of the corporation is 
assumed by a person, then that person 
shall be a withholding agent to the ex-
tent amounts subject to withholding 
are paid to a foreign person. Thus, the 
person shall withhold such amounts 
under § 1.1441–1 as would be required to 
be withheld by the seller or corpora-
tion had no such sale or assumption 
been made. 

(f) Conduit financing arrangements—(1) 
Liability of withholding agent. Subject 
to paragraph (f)(2) of this section, any 
person that is required to deduct and 
withhold tax under § 1.1441–3(g) is made 
liable for that tax by section 1461. A 
person that is required to deduct and 
withhold tax but fails to do so is liable 
for the payment of the tax and any ap-
plicable penalties and interest. 

(2) Exception for withholding agents 
that do not know of conduit financing ar-
rangement—(i) In general. A withholding 
agent will not be liable under para-
graph (f)(1) of this section for failing to 

deduct and withhold with respect to a 
conduit financing arrangement unless 
the person knows or has reason to 
know that the financing arrangement 
is a conduit financing arrangement. 
This standard shall be satisfied if the 
withholding agent knows or has reason 
to know of facts sufficient to establish 
that the financing arrangement is a 
conduit financing arrangement, includ-
ing facts sufficient to establish that 
the participation of the intermediate 
entity in the financing arrangement is 
pursuant to a tax avoidance plan. A 
withholding agent that knows only of 
the financing transactions that com-
prise the financing arrangement will 
not be considered to know or have rea-
son to know of facts sufficient to estab-
lish that the financing arrangement is 
a conduit financing arrangement. 

(ii) [Reserved] For further guidance, 
see § 1.1441–7T(f)(2)(ii). 

(3) Effective date. This paragraph (f) is 
effective for payments made by fi-
nanced entities on or after September 
11, 1995. This paragraph shall not apply 
to interest payments covered by sec-
tion 127(g)(3) of the Tax Reform Act of 
1984, and to interest payments with re-
spect to other debt obligations issued 
prior to October 15, 1984 (whether or 
not such debt was issued by a Nether-
lands Antilles corporation). 

(g) Effective/applicability date. Except 
as otherwise provided in paragraphs 
(a)(4) and (f)(3) of this section, this sec-
tion applies to payments made after 
December 31, 2000. 

(h) [Reserved] For further guidance, 
see § 1.1441–7T(h). 

[T.D. 7977, 49 FR 36834, Sept. 20, 1984] 

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting § 1.1441–7, see the List of 
CFR Sections Affected, which appears in the 
Finding Aids section of the printed volume 
and at www.fdsys.gov. 

§ 1.1441–7T General provisions relat-
ing to withholding agents (tem-
porary). 

(a) [Reserved] For further guidance, 
see § 1.1441–7(a). 

(b) Standards of knowledge—(1) In gen-
eral. A withholding agent must with-
hold at the full 30-percent rate under 
section 1441, 1442, or 1443(a) or at the 
full 4-percent rate under section 1443(b) 
if it has actual knowledge or reason to 
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know that a claim of U.S. status or of 
a reduced rate of withholding under 
section 1441, 1442, or 1443 is unreliable 
or incorrect. A withholding agent shall 
be liable for tax, interest, and penalties 
to the extent provided under sections 
1461 and 1463 and the regulations under 
those sections if it fails to withhold the 
correct amount despite its actual 
knowledge or reason to know the 
amount required to be withheld. For 
purposes of the regulations under sec-
tions 1441, 1442, and 1443, a withholding 
agent may rely on information or cer-
tifications contained in, or associated 
with, a withholding certificate or other 
documentation furnished by or for a 
beneficial owner or payee unless the 
withholding agent has actual knowl-
edge or reason to know that the infor-
mation or certifications are incorrect 
or unreliable and, if based on such 
knowledge or reason to know, it should 
withhold (under chapter 3 of the Code 
or another withholding provision of the 
Code) an amount greater than would be 
the case if it relied on the information 
or certifications, or it should report 
(under chapter 3 of the Code or under 
another provision of the Code) an 
amount that would not otherwise be 
reportable if it relied on the informa-
tion or certifications. See § 1.1441– 
1(e)(4)(viii) for applicable reliance 
rules. A withholding agent that has re-
ceived notification by the Internal 
Revenue Service (IRS) that a claim of 
U.S. status or of a reduced rate is in-
correct has actual knowledge begin-
ning on the date that is 30 calendar 
days after the date the notice is re-
ceived. A withholding agent that fails 
to act in accordance with the presump-
tions set forth in §§ 1.1441–1(b)(3), 1.1441– 
4(a), 1.1441–5 (d) and (e), or 1.1441–9(b)(3) 
may also be liable for tax, interest, and 
penalties. See § 1.1441–1(b)(3)(ix) and (7). 
In the case of a withholding agent 
making a withholdable payment to a 
payee that the withholding agent is re-
quired to treat as a foreign entity, see 
§ 1.1471–3(e) for standards of knowledge 
and §§ 1.1471–2 and 1.1472–1(b) for with-
holding that may apply under chapter 
4. 

(2) Reason to know. A withholding 
agent shall be considered to have rea-
son to know if its knowledge of rel-
evant facts or of statements contained 

in the withholding certificates or other 
documentation is such that a reason-
ably prudent person in the position of 
the withholding agent would question 
the chapter 3 claims made. For an obli-
gation that is a preexisting obligation, 
a withholding agent will have reason to 
know that a chapter 3 claim made by 
the holder of the obligation (account 
holder) is unreliable or incorrect if any 
information contained in its account 
opening files or other files pertaining 
to the obligation (account informa-
tion), including documentation col-
lected for purposes of AML due dili-
gence (as defined under § 1.1471–1(b)(4)), 
conflicts with the account holder’s 
claim. A withholding agent will not, 
however, be considered to have reason 
to know that a person’s chapter 3 claim 
is unreliable or incorrect based on doc-
umentation collected for AML due dili-
gence until the date that is 30 days 
after the obligation is executed (or the 
account is opened for an obligation 
that is an account with a financial in-
stitution). 

(3) Financial institutions—limits on rea-
son to know—(i) In general. For pur-
poses of this paragraph (b)(3) and para-
graphs (b)(4) through (10) of this sec-
tion, the terms withholding certificate, 
documentary evidence, and documenta-
tion are defined in § 1.1441–1(c)(16), (17) 
and (18). Except as otherwise provided 
in paragraphs (b)(4) through (9) of this 
section, a withholding agent that is an 
FFI under § 1.1471–5(e), an insurance 
company (without regard to whether 
such company is a specified insurance 
company), or a broker or dealer in se-
curities that maintains an account for 
a beneficial owner (a direct account 
holder) has reason to know that docu-
mentation provided by the direct ac-
count holder is unreliable or incorrect 
only if one or more of the cir-
cumstances described in paragraphs 
(b)(4) through (9) of this section exist. 
If a direct account holder has provided 
documentation that is unreliable or in-
correct under the rules of paragraph 
(b)(4) through (9) of this section, the 
withholding agent may require new 
documentation. Alternatively, the 
withholding agent may rely on the doc-
umentation originally provided if the 
rules of paragraphs (b)(4) through (9) of 
this section permit such reliance based 
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on additional statements and docu-
mentation obtained by the withholding 
agent from the beneficial owner. Para-
graph (b)(10) of this section provides 
rules regarding reason to know for 
withholding agents that receive bene-
ficial owner documentation from per-
sons (indirect account holders) that 
have an account relationship with, or 
an ownership interest in, a direct ac-
count holder of the withholding agent. 
Paragraph (b)(11) of this section pro-
vides limitations on a withholding 
agent’s reason to know for multiple ob-
ligations held by the same person. 
Paragraph (b)(12) of this section defines 
a reasonable explanation provided by 
an individual with respect to the indi-
vidual’s claim of foreign status. For 
rules regarding reliance on Form W–9, 
see § 31.3406(g)–3(e)(2) of this chapter. 
For payments that are withholdable 
payments, see § 1.1471–3(e)(3) and (4) for 
additional rules regarding a with-
holding agent’s reason to know with 
respect to a payee’s claim of chapter 4 
status and § 1.1471–3(f) for presumption 
rules that apply when the claim of 
chapter 4 status is unreliable or incor-
rect. 

(ii) Limits on reason to know for pre-
existing obligations. With respect to a 
preexisting obligation, a withholding 
agent that has documented the foreign 
status of the direct account holder for 
purposes of chapter 3 or chapter 61 be-
fore July 1, 2014 may continue to rely 
on such documentation. If, however, 
the withholding agent reviews docu-
mentation for an individual account 
holder claiming foreign status that 
contains a U.S. place of birth (as de-
scribed in paragraph (b)(5)(ii) of this 
section) or if the withholding agent is 
notified of a change in circumstances 
under the criteria of paragraphs (b)(5) 
and (8) of this section (as effective on 
July 1, 2014), the obligation will be 
treated as having experienced a change 
in circumstances under § 1.1441– 
1(e)(4)(ii)(D) as of the date that the 
withholding agent reviews the docu-
mentation or receives the notification, 
and the withholding agent will then 
have reason to know that the docu-
mentation is unreliable or incorrect. 
See § 1.1441–1(b)(3)(iv) for the grace pe-
riod following a changes in cir-
cumstances. 

(4) Rules applicable to withholding cer-
tificates—(i) In general. A withholding 
agent has reason to know that a bene-
ficial owner withholding certificate 
provided by a direct account holder is 
unreliable or incorrect if the with-
holding certificate is incomplete with 
respect to any item on the certificate 
that is relevant to the claims made by 
the direct account holder, the with-
holding certificate contains any infor-
mation that is inconsistent with the 
direct account holder’s claim, the with-
holding agent has account information 
that is inconsistent with the direct ac-
count holder’s claim, or the with-
holding certificate lacks information 
necessary to establish entitlement to a 
reduced rate of withholding. For pur-
poses of establishing a direct account 
holder’s status as a foreign person or 
resident of a treaty country a with-
holding certificate shall be considered 
unreliable or inconsistent with an ac-
count holder’s claims only if it is not 
reliable under the rules of paragraphs 
(b)(5) and (6) of this section. A with-
holding agent that relies on an agent 
to review and maintain a withholding 
certificate is considered to know or 
have reason to know the facts within 
the knowledge of the agent. 

(ii) Examples. The rules of paragraph 
(b)(4) of this section are illustrated by 
the following examples: 

Example 1. F, a foreign person that has a di-
rect account relationship with USB, a bank 
that is a U.S. person, provides USB with a 
beneficial owner withholding certificate for 
the purpose of claiming a reduced rate of 
withholding on U.S. source dividends (which 
is a withholdable payment). F resides in a 
treaty country that has a limitation on ben-
efits provision in its income tax treaty with 
the United States. The withholding certifi-
cate includes a certification of F’s status for 
chapter 4 purposes to except the payment 
from withholding under chapter 4, but does 
not contain a statement regarding limita-
tions on benefits or deriving the income 
under section 894 as required by § 1.1441– 
6(b)(1). USB cannot rely on the withholding 
certificate to grant a reduced rate of with-
holding for chapter 3 purposes because it is 
incomplete with respect to the claim made 
by F. 

Example 2. F, a foreign person and entity 
that has a direct account relationship with 
USB, a broker that is a U.S. person, provides 
USB with a withholding certificate for the 
purpose of claiming the portfolio interest ex-
ception under section 881(c) with respect to 
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interest paid on an obligation issued before 
July 1, 2014. The payment of interest is not 
a withholdable payment under § 1.1471–2(b) 
(referring to payments made with respect to 
grandfathered obligations), and, therefore, 
withholding does not apply to the payment 
under chapter 4. See § 1.1441–3(c)(4)(i) for 
rules coordinating withholding under chap-
ters 3 and 4. F indicates on its withholding 
certificate, however, that it is a partnership. 
USB may not treat F as a beneficial owner of 
the interest for purposes of the portfolio in-
terest exception because F has indicated on 
its withholding certificate that it is a for-
eign partnership, and such entity classifica-
tion is inconsistent with its claim as a bene-
ficial owner. 

(5) Withholding certificate—establish-
ment of foreign status. A withholding 
agent has reason to know that a bene-
ficial owner withholding certificate (as 
defined in § 1.1441–1(e)(2)) provided by a 
direct account holder is unreliable or 
incorrect for purposes of establishing 
the account holder’s status as a foreign 
person as set forth in paragraphs 
(b)(5)(i) through (iii) of this section. 

(i) Classification of U.S. status, U.S. ad-
dress, or U.S. telephone number. A with-
holding certificate is unreliable or in-
correct if the withholding agent has 
classified the person as a U.S. person in 
its account information, the with-
holding certificate has a current per-
manent residence address (as defined in 
§ 1.1441–1(e)(2)(ii)) in the United States, 
the withholding certificate has a cur-
rent mailing address in the United 
States, the withholding agent has a 
current residence or mailing address as 
part of its account information that is 
an address in the United States, or the 
direct account holder notifies the with-
holding agent of a new residence or 
mailing address in the United States 
(whether or not provided on a with-
holding certificate). A withholding 
agent also has reason to know that a 
withholding certificate provided by a 
person is unreliable or incorrect if the 
withholding agent has a current tele-
phone number for the account holder in 
the United States and has no telephone 
number for the account holder outside 
of the United States. When any of the 
foregoing indicia are present (U.S. indi-
cia), a withholding agent may never-
theless rely on the beneficial owner 
withholding certificate to establish the 
account holder’s foreign status if it 

may do so under the provisions of para-
graph (b)(5)(i)(A) or (B) of this section. 

(A) A withholding agent may treat a 
direct account holder as a foreign per-
son if the beneficial owner withholding 
certificate has been provided by an in-
dividual and— 

(1) The withholding agent has in its 
possession or obtains documentary evi-
dence establishing foreign status (as 
described in § 1.1471–3(c)(5)(i)) that does 
not contain a U.S. address and the indi-
vidual provides the withholding agent 
with a reasonable explanation, in writ-
ing, supporting the claim of foreign 
status (as defined in paragraph (b)(12) 
of this section); 

(2) For a payment made outside the 
U.S. with respect to an offshore obliga-
tion (as described in § 1.6049–5(c)(1)), the 
withholding agent has in its possession 
or obtains documentary evidence es-
tablishing foreign status (as described 
in § 1.1471–3(c)(5)(i)), that does not con-
tain a U.S. address; 

(3) For a payment made with respect 
to an offshore obligation (with offshore 
obligation defined as in § 1.6049–5(c)(1)), 
the withholding agent classifies the in-
dividual as a resident of the country in 
which the obligation is maintained, the 
withholding agent is required to report 
a payment made to the individual an-
nually on a tax information statement 
that is filed with the tax authority of 
the country in which the office is lo-
cated as part of that country’s resident 
reporting requirements, and that coun-
try has a tax information exchange 
agreement or income tax treaty in ef-
fect with the United States; or 

(4) For a case in which the with-
holding agent classified the account 
holder as a U.S. person in its account 
information, the withholding agent has 
in its possession or obtains documen-
tary evidence described in § 1.1471– 
3(c)(5)(i)(B) evidencing citizenship in a 
country other than the United States. 

(B) A withholding agent may treat a 
direct account holder as a foreign per-
son if the beneficial owner withholding 
certificate has been provided by an en-
tity that the withholding agent does 
not know, or does not have reason to 
know, is a flow-through entity and— 

(1) The withholding agent has in its 
possession or obtains documentation 
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establishing foreign status (as de-
scribed in § 1.1471–3(c)(5)(i) and as appli-
cable to entities) that substantiates 
that the entity is actually organized or 
created under the laws of a foreign 
country; or 

(2) For a payment made with respect 
to an offshore obligation (with offshore 
obligation defined as in § 1.6049–5(c)(1)), 
the withholding agent classifies the en-
tity as a resident of the country in 
which the account is maintained, the 
withholding agent is required to report 
a payment made to the entity annually 
on a tax information statement that is 
filed with the tax authority of the 
country in which the office is located 
as part of that country’s resident re-
porting requirements, and that country 
has a tax information exchange agree-
ment or income tax treaty in effect 
with the United States. 

(ii) U.S. place of birth. A withholding 
agent has reason to know that a with-
holding certificate claiming foreign 
status provided by a direct account 
holder that is an individual is unreli-
able or incorrect if the withholding 
agent has, either on accompanying doc-
umentation or as part of its account 
information, an unambiguous indica-
tion of a place of birth for the indi-
vidual in the United States. A with-
holding agent may treat the individual 
as a foreign person, notwithstanding 
the U.S. place of birth, if the with-
holding agent has in its possession or 
obtains documentary evidence de-
scribed in § 1.1471–3(c)(5)(i)(B) evidenc-
ing citizenship in a country other than 
the United States and either a copy of 
the individual’s Certificate of Loss of 
Nationality of the United States or a 
reasonable written explanation of the 
account holder’s renunciation of U.S. 
citizenship or the reason the account 
holder did not obtain U.S. citizenship 
at birth. 

(iii) Standing instructions with respect 
to offshore obligations. A beneficial 
owner withholding certificate is unreli-
able or incorrect if it is provided with 
respect to an offshore obligation (as de-
fined in § 1.6049–5(c)(1)) of a direct ac-
count holder that has provided stand-
ing instructions to pay amounts to an 
address or an account maintained in 
the United States. The withholding 
agent may treat the account holder as 

a foreign person, however, if the ac-
count holder provides either a reason-
able explanation in writing that sup-
ports its foreign status or documentary 
evidence establishing foreign status de-
scribed in § 1.1471–3(c)(5)(i). 

(6) Withholding certificate—claim of re-
duced rate of withholding under treaty. A 
withholding agent has reason to know 
that a withholding certificate (other 
than Form W–9) provided by a direct 
account holder is unreliable or incor-
rect for purposes of establishing that 
the account holder is a resident of a 
country with which the United States 
has an income tax treaty if it is de-
scribed in paragraphs (b)(6)(i) through 
(iii) of this section. 

(i) Permanent residence address. A ben-
eficial owner withholding certificate is 
unreliable or incorrect if the perma-
nent residence address on the bene-
ficial owner withholding certificate is 
not in the country whose treaty is in-
voked, or the direct account holder no-
tifies the withholding agent of a new 
permanent residence address that is 
not in the treaty country. A with-
holding agent may, however, treat a di-
rect account holder as entitled to a re-
duced rate of withholding under an in-
come tax treaty if the account holder 
provides a reasonable explanation for 
the permanent residence address out-
side the treaty country (e.g., the ad-
dress is the address of a branch of the 
beneficial owner located outside the 
treaty country in which the entity is a 
resident) or the withholding agent has 
in its possession or obtains documen-
tary evidence described in § 1.1471– 
3(c)(5)(i) that establishes residency in a 
treaty country. 

(ii) Mailing address. A beneficial 
owner withholding certificate is unreli-
able or incorrect if the permanent resi-
dence address on the withholding cer-
tificate is in the applicable treaty 
country but the withholding certificate 
contains a mailing address outside the 
treaty country or the withholding 
agent has a current mailing address as 
part of its account information for the 
direct account holder that is outside 
the treaty country. A mailing address 
that is a P.O. Box, in-care-of address, 
or address at a financial institution (if 
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the financial institution is not a bene-
ficial owner) shall not preclude a with-
holding agent from treating the ac-
count holder as a resident of a treaty 
country if such address is in the treaty 
country. If a withholding agent has a 
mailing address (whether or not con-
tained on the withholding certificate) 
outside the applicable treaty country, 
the withholding agent may neverthe-
less treat a direct account holder as a 
resident of an applicable treaty coun-
try if— 

(A) The withholding agent has in its 
possession or obtains documentary evi-
dence described in § 1.1471–3(c)(5)(i) sup-
porting the account holder’s claim of 
residence in the applicable treaty 
country (and the additional docu-
mentation does not contain an address 
outside the treaty country); 

(B) The withholding agent has in its 
possession, or obtains, documentation 
that establishes that the direct ac-
count holder is an entity organized in a 
treaty country (or an entity managed 
and controlled in a treaty country, if 
the applicable treaty so requires); 

(C) The withholding agent knows 
that the address outside the applicable 
treaty country (other than a P.O. box, 
or in-care-of address) is a branch of the 
account holder that is an entity that is 
a resident of the applicable treaty 
country; or 

(D) The withholding agent obtains a 
written statement from the direct ac-
count holder that reasonably estab-
lishes entitlement to treaty benefits. 

(iii) Standing instructions. A beneficial 
owner withholding certificate is unreli-
able or incorrect to establish entitle-
ment to a reduced rate of withholding 
under an income tax treaty if the di-
rect account holder has standing in-
structions to pay amounts directing 
the withholding agent to pay amounts 
from its account to an address or an 
account outside the treaty country un-
less the account holder provides a rea-
sonable explanation, in writing, or the 
withholding agent has in its possession 
or obtains documentary evidence de-
scribed in § 1.1471–3(c)(5)(i) establishing 
the account holder’s residence in the 
applicable treaty country. 

(7) Documentary evidence. A with-
holding agent shall not treat documen-
tary evidence provided by a direct ac-

count holder as valid if the documen-
tary evidence does not reasonably es-
tablish the identity of the person pre-
senting the documentary evidence. For 
example, documentary evidence is not 
valid if it is provided in person by a di-
rect account holder that is a natural 
person and the photograph or signature 
on the documentary evidence, if any, 
does not match the appearance or sig-
nature of the person presenting the 
document. A withholding agent shall 
not rely on documentary evidence to 
reduce the rate of withholding that 
would otherwise apply under the pre-
sumption rules of §§ 1.1441–1(b)(3), 
1.1441–5(d) and (e)(6), and 1.6049–5(d) if 
the documentary evidence contains in-
formation that is inconsistent with the 
direct account holder’s claim of a re-
duced rate of withholding, the with-
holding agent has other account infor-
mation that is inconsistent with the 
direct account holder’s claim, or the 
documentary evidence lacks informa-
tion necessary to establish entitlement 
to a reduced rate of withholding. For 
example, if a direct account holder pro-
vides documentary evidence to claim 
treaty benefits and the documentary 
evidence establishes the direct account 
holder’s status as a foreign person and 
a resident of a treaty country, but the 
account holder fails to provide the 
treaty statements required by § 1.1441– 
6(c)(5), the documentary evidence does 
not establish the direct account hold-
er’s entitlement to a reduced rate of 
withholding. For purposes of estab-
lishing a direct account holder’s status 
as a foreign person or resident of a 
country with which the United States 
has an income tax treaty, documentary 
evidence shall be considered unreliable 
or incorrect only if it is not reliable 
under the rules of paragraph (b)(8) and 
(9) of this section. 

(8) Documentary evidence—establish-
ment of foreign status. A withholding 
agent has reason to know that docu-
mentary evidence is unreliable or in-
correct for purposes of establishing the 
direct account holder’s status as a for-
eign person if the documentary evi-
dence is described in paragraphs 
(b)(8)(i), (ii), (iii), or (iv) of this section. 

(i) Documentary evidence received prior 
to January 1, 2001. A withholding agent 
shall not treat documentary evidence 
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provided by a direct account holder be-
fore January 1, 2001, as valid for pur-
poses of establishing the account hold-
er’s status as a foreign person if it has 
actual knowledge that the account 
holder is a U.S. person or if it has a 
mailing or residence address for the ac-
count holder in the United States. If a 
withholding agent has an address for 
the direct account holder in the United 
States, the withholding agent may nev-
ertheless treat the account holder as a 
foreign person if it can so treat the ac-
count holder under the rules of para-
graph (b)(8)(ii) of this section. See, 
however, paragraph (b)(3)(ii) of this 
section regarding changes in cir-
cumstances with respect to preexisting 
obligations. 

(ii) Documentary evidence received 
after December 31, 2000. A withholding 
agent shall not treat documentary evi-
dence provided by an account holder 
after December 31, 2000, as valid for 
purposes of establishing the direct ac-
count holder’s foreign status if the 
withholding agent does not have a per-
manent residence address for the ac-
count holder. Documentary evidence is 
also unreliable or incorrect to establish 
a direct account holder’s status as a 
foreign person if the withholding agent 
has classified the account holder as a 
U.S. person in its account information, 
if the withholding agent has a current 
mailing or permanent residence ad-
dress (whether or not on the docu-
mentation) for the direct account hold-
er in the United States, the direct ac-
count holder notifies the withholding 
agent of a new residence or mailing ad-
dress in the United States, or if the 
withholding agent has a current tele-
phone number for the account holder in 
the United States and has no telephone 
number for the account holder outside 
of the United States. Notwithstanding 
the foregoing, a withholding agent may 
rely on documentary evidence as estab-
lishing the direct account holder’s for-
eign status if it may do so under the 
provisions of paragraph (b)(8)(ii)(A) or 
(B) of this section. 

(A) Treatment of individual’s foreign 
status. A withholding agent may treat 
a direct account holder that is an indi-
vidual as a foreign person even if it has 
any of the U.S. indicia described in 

paragraph (b)(8)(ii) of this section for 
the account holder if— 

(1) The withholding agent has in its 
possession or obtains additional docu-
mentary evidence supporting the claim 
of foreign status (described in § 1.1471– 
3(c)(5)(i)) that does not contain a U.S. 
address and a reasonable explanation 
in writing supporting the account hold-
er’s foreign status; 

(2) The withholding agent obtains a 
valid beneficial owner withholding cer-
tificate on Form W–8 and the Form W– 
8 contains a permanent residence ad-
dress outside the United States and a 
mailing address outside the United 
States (or if a mailing address is inside 
the United States the account holder 
provides a reasonable explanation in 
writing supporting the account hold-
er’s foreign status); or 

(3) For a payment made with respect 
to an offshore obligation (with offshore 
obligation defined as in § 1.6049–5(c)(1)), 
the withholding agent classifies the in-
dividual as a resident of the country in 
which the obligation is maintained, the 
withholding agent is required to report 
a payment made to the individual an-
nually on a tax information statement 
that is filed with the tax authority of 
the country in which the office is lo-
cated as part of that country’s resident 
reporting requirements, and that coun-
try has a tax information exchange 
agreement or income tax treaty in ef-
fect with the United States. 

(B) Presumption of entity’s foreign sta-
tus. A withholding agent may treat a 
direct account holder that is an entity 
(other than a flow-through entity) as a 
foreign person even if it has any of the 
U.S. indicia described in paragraph 
(b)(8)(ii) of this section for the account 
holder in the United States if— 

(1) The withholding agent has in its 
possession or obtains documentary evi-
dence establishing foreign status (as 
described in § 1.1471–3(c)(5)(i)) that sub-
stantiates that the entity is actually 
organized or created under the laws of 
a foreign country; 

(2) The withholding agent obtains a 
valid beneficial owner withholding cer-
tificate on Form W–8 and the Form W– 
8 contains a permanent residence ad-
dress outside the United States and a 
mailing address outside the United 
States (or if a mailing address is inside 
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the United States the account holder 
provides additional documentary evi-
dence sufficient to establish the ac-
count holder’s foreign status); or 

(3) For a payment made with respect 
to an offshore obligation (with offshore 
obligation defined as in § 1.6049–5(c)(1)), 
the withholding agent classifies the en-
tity as a resident of the country in 
which the account is maintained, the 
withholding agent is required to report 
a payment made to the entity annually 
on a tax information statement that is 
filed with the tax authority of the 
country in which the office is located 
as part of that country’s resident re-
porting requirements, and that country 
has a tax information exchange agree-
ment or income tax treaty in effect 
with the United States. 

(iii) U.S. place of birth. A withholding 
agent has reason to know that docu-
mentary evidence provided by a direct 
account holder to support an individ-
ual’s foreign status is unreliable or in-
correct if the withholding agent has, 
either on the documentary evidence or 
as part of its account information, an 
unambiguous place of birth for the in-
dividual in the United States. A with-
holding agent may treat the individual 
as a foreign person, notwithstanding 
the U.S. birth place, if the withholding 
agent has in its possession or obtains 
documentary evidence described in 
§ 1.1471–3(c)(5)(i)(B) evidencing citizen-
ship in a country other than the United 
States and a copy of the individual’s 
Certificate of Loss of Nationality of 
the United States. Alternatively, a 
withholding agent may treat the indi-
vidual as a foreign person if the with-
holding agent obtains a valid beneficial 
owner withholding certificate on Form 
W–8 from the individual that estab-
lishes the account holder’s foreign sta-
tus, documentary evidence described in 
§ 1.1471–3(c)(5)(i)(B) evidencing citizen-
ship in a country other than the United 
States, and a reasonable written expla-
nation of the individual’s renunciation 
of U.S. citizenship or the reason the in-
dividual did not obtain U.S. citizenship 
at birth. 

(iv) Standing instructions with respect 
to offshore obligations. Documentary 
evidence is unreliable or incorrect if it 
is provided with respect to an offshore 
obligation (as defined in § 1.6049–5(c)(1)) 

of a direct account holder that has pro-
vided the withholding agent with 
standing instructions to pay amounts 
to an address or an account maintained 
in the United States. The withholding 
agent may treat the direct account 
holder as a foreign person, however, if 
the account holder provides either a 
reasonable explanation in writing that 
supports its foreign status or a valid 
beneficial owner withholding certifi-
cate claiming foreign status. 

(9) Documentary evidence—claim of re-
duced rate of withholding under treaty. A 
withholding agent has reason to know 
that documentary evidence is unreli-
able or incorrect for purposes of estab-
lishing that a direct account holder is 
a resident of a country with which the 
United States has an income tax treaty 
if it is described in paragraph (b)(9)(i) 
or (ii) of this section. 

(i) Permanent residence address and 
mailing address. Documentary evidence 
is unreliable or incorrect if the with-
holding agent has a current mailing or 
current permanent residence address 
for the direct account holder (whether 
or not on the documentary evidence) 
that is outside the applicable treaty 
country, or the withholding agent has 
no permanent residence address for the 
account holder. If a withholding agent 
has a current mailing or current per-
manent residence address for the direct 
account holder outside the applicable 
treaty country, the withholding agent 
may nevertheless treat a direct ac-
count holder as a resident of an appli-
cable treaty country if the withholding 
agent— 

(A) Has in its possession or obtains 
additional documentary evidence de-
scribed in § 1.1471–3(c)(5)(i) supporting 
the direct account holder’s claim of 
residence in the applicable treaty 
country (and the documentary evi-
dence does not contain an address out-
side the applicable treaty country, a 
P.O. box, an in-care-of address, or the 
address of a financial institution); 

(B) Has in its possession or obtains 
documentary evidence described in 
§ 1.1471–3(c)(5)(i) that establishes the di-
rect account holder is an entity orga-
nized in a treaty country (or an entity 
managed and controlled in a treaty 
country, if the applicable treaty so re-
quires); or 
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(C) Obtains a valid beneficial owner 
withholding certificate on Form W–8 
that contains a permanent residence 
address and a mailing address in the 
applicable treaty country. 

(ii) Standing instructions. Documen-
tary evidence is unreliable or incorrect 
if the direct account holder has pro-
vided the withholding agent with 
standing instructions to pay amounts 
to an address or an account maintained 
outside the treaty country unless the 
direct account holder provides a rea-
sonable explanation, in writing, estab-
lishing the direct account holder’s resi-
dence in the applicable treaty country, 
or a valid beneficial owner withholding 
certificate that contains a permanent 
residence address and a mailing address 
in the applicable treaty country. 

(10) Indirect account holders. A with-
holding agent that receives docu-
mentation from a payee through a non-
qualified intermediary, a flow-through 
entity, or a U.S. branch (including a 
territory financial institution) de-
scribed in § 1.1441–1(b)(2)(iv) (other than 
a U.S. branch or territory financial in-
stitution that is treated as a U.S. per-
son) has reason to know that the docu-
mentation is unreliable or incorrect if 
a reasonably prudent person in the po-
sition of a withholding agent would 
question the claims made. This stand-
ard requires, but is not limited to, a 
withholding agent’s compliance with 
the rules of paragraphs (b)(10)(i) 
through (iii). 

(i) The withholding agent must re-
view the withholding statement de-
scribed in § 1.1441–1(e)(3)(iv) and may 
not rely on information in the state-
ment to the extent the information 
does not support the claims made for 
any payee. For this purpose, a with-
holding agent may not treat a payee as 
a foreign person if an address in the 
United States is provided for such 
payee and may not treat a person as a 
resident of a country with which the 
United States has an income tax treaty 
if the address for that person is outside 
the applicable treaty country. Not-
withstanding a U.S. address or an ad-
dress outside a treaty country, the 
withholding agent may treat a payee 
as a foreign person or a foreign person 
as a resident of a treaty country if the 
withholding statement is accompanied 

by a valid withholding certificate and 
documentary evidence (as described in 
§ 1.1471–3(c)(5)(i)) or a reasonable expla-
nation is provided, in writing, by the 
nonqualified intermediary, flow- 
through entity, or U.S. branch sup-
porting the payee’s foreign status or 
the foreign person’s residency in a 
treaty country. 

(ii) The withholding agent must re-
view each withholding certificate in 
accordance with the requirements of 
paragraphs (b)(5) and (6) of this section 
and verify that the information on the 
withholding certificate is consistent 
with the information on the with-
holding statement required under 
§ 1.1441–1(e)(3)(iv). If there is a discrep-
ancy between the withholding certifi-
cate and the withholding statement, 
the withholding agent may choose to 
rely on the withholding certificate, if 
valid, and instruct the nonqualified 
intermediary, flow-through entity, or 
U.S. branch to correct the withholding 
statement or apply the presumption 
rules of §§ 1.1441–1(b), 1.1441–5(d) and 
(e)(6), 1.6049–5(d), and 1.1471–3(f) (for a 
withholdable payment for chapter 4 
purposes) to the payment allocable to 
the payee who provided the with-
holding certificate. If the withholding 
agent chooses to rely upon the with-
holding certificate, the withholding 
agent is required to instruct the inter-
mediary or flow-through entity to cor-
rect the withholding statement and 
confirm that the intermediary or flow- 
through entity does not know or have 
reason to know that the withholding 
certificate is unreliable or inaccurate. 

(iii) The withholding agent must re-
view the documentary evidence pro-
vided by the nonqualified inter-
mediary, flow-through entity, or U.S. 
branch to determine that there is no 
obvious indication that the payee is a 
U.S. non-exempt recipient or that the 
documentary evidence does not estab-
lish the identity of the person who pro-
vided the documentation (e.g., the doc-
umentary evidence does not appear to 
be an identification document). 

(11) Limits on reason to know for mul-
tiple obligations belonging to a single per-
son. A withholding agent that main-
tains multiple obligations for a single 
person will have reason to know that a 
claim of foreign status for the person is 
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inaccurate based on account informa-
tion for another obligation held by the 
person only to the extent that— 

(i) The withholding agent’s comput-
erized systems link the obligations by 
reference to a data element such as cli-
ent number, EIN, or foreign tax identi-
fying number and consolidates the ac-
count information and payment infor-
mation for the obligations; or 

(ii) The withholding agent has treat-
ed the obligations as consolidated obli-
gations for purposes of sharing docu-
mentation pursuant to § 1.1441– 
1(e)(4)(ix) or for purposes of treating 
one or more accounts as preexisting ob-
ligations. 

(12) Reasonable explanation supporting 
claim of foreign status. A reasonable ex-
planation supporting an individual’s 
claim of foreign status for purposes of 
paragraphs (b)(5) and (8) of this section 
means a written statement prepared by 
the individual or the individual’s com-
pletion of a checklist provided by the 
withholding agent, stating that the in-
dividual meets the requirements of one 
of paragraphs (b)(12)(i) through (iv) of 
this section. 

(i) The individual certifies that he or 
she— 

(A) Is a student at a U.S. educational 
institution and holds the appropriate 
visa; 

(B) Is a teacher, trainee, or intern at 
a U.S. educational institution or a par-
ticipant in an educational or cultural 
exchange visitor program, and holds 
the appropriate visa; 

(C) Is a foreign individual assigned to 
a diplomatic post or a position in a 
consulate, embassy, or international 
organization in the United States; or 

(D) Is a spouse or unmarried child 
under the age of 21 years of one of the 
persons described in paragraphs 
(b)(12)(i)(A) through (C) of this section; 

(ii) The individual provides informa-
tion demonstrating that he or she has 
not met the substantial presence test 
set forth in § 301.7701(b)–1(c) of this 
chapter (e.g., a written statement indi-
cating the number of days present in 
the United States during the three- 
year period that includes the current 
year); 

(iii) The individual certifies that he 
or she meets the closer connection ex-
ception described in § 301.7701(b)–2, 

states the country to which the indi-
vidual has a closer connection, and 
demonstrates how that closer connec-
tion has been established; or 

(iv) With respect a payment entitled 
to a reduced rate of tax under a U.S. 
income tax treaty, the individual cer-
tifies that he or she is treated as a resi-
dent of a country other than the 
United States and is not treated as a 
U.S. resident or U.S. citizen for pur-
poses of that income tax treaty. 

(13) Additional guidance. The IRS may 
prescribe other circumstances for 
which a withholding certificate or doc-
umentary evidence is unreliable or in-
correct in addition to the cir-
cumstances described in paragraph (b) 
of this section to establish an account 
holder’s status as a foreign person or a 
beneficial owner entitled to a reduced 
rate of withholding in published guid-
ance (see § 601.601(d)(2) of this chapter). 

(c) Agent—(1) In general. A with-
holding agent may authorize an agent 
to fulfill its obligations under chapter 3 
if the requirements of paragraph (c)(2) 
of this section are satisfied. The acts of 
an agent of a withholding agent (in-
cluding the receipt of withholding cer-
tificates, the payment of amounts of 
income subject to withholding, and the 
deposit of tax withheld) are imputed to 
the withholding agent on whose behalf 
it is acting. 

(2) Authorized agent. An agent is an 
authorized agent only if— 

(i) There is a written agreement be-
tween the withholding agent and the 
foreign person acting as agent that 
clearly provides which obligations 
under chapter 3 that the agent is au-
thorized to fulfill; 

(ii) A Form 8655, ‘‘Reporting Agent 
Authorization,’’ is filed with the IRS if 
the agent (including any sub-agent) is 
acting as a reporting agent for filing 
Form 1042 or making tax deposits and 
payments; 

(iii) Books and records and relevant 
personnel of the agent (including any 
sub-agent) are available to the with-
holding agent (on a continuous basis, 
including after termination of the rela-
tionship) in order to evaluate the with-
holding agent’s compliance with the 
provisions of chapters 3, 4, and 61 of the 
Code, section 3406, and the regulations 
under those provisions; and 
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(iv) The U.S. withholding agent re-
mains fully liable for the acts of its 
agent (or for any sub-agent) and does 
not assert any of the defenses that may 
otherwise be available, including under 
common law principles of agency in 
order to avoid tax liability under the 
Internal Revenue Code. 

(3) Liability of withholding agent acting 
through an agent. An authorized agent 
is subject to the same withholding and 
reporting obligations that apply to any 
withholding agent under the provisions 
of chapter 3 of the Code and the regula-
tions thereunder. See the instructions 
to Form 1042–S for the manner for fil-
ing the form when an authorized agent 
acts on behalf of a withholding agent. 
Except as otherwise provided in the QI, 
WP, and WT agreements, an authorized 
agent does not benefit from the special 
procedures or exceptions that may 
apply to a qualified intermediary, WP, 
or WT. A withholding agent acting 
through an authorized agent is liable 
for any failure of the agent, such as 
failure to withhold an amount or make 
payment of tax, in the same manner 
and to the same extent as if the agent’s 
failure had been the failure of the with-
holding agent. For this purpose, the 
agent’s actual knowledge or reason to 
know shall be imputed to the with-
holding agent. The withholding agent’s 
liability shall exist irrespective of the 
fact that the authorized agent is also a 
withholding agent and is itself sepa-
rately liable for failure to comply with 
the provisions of the regulations under 
section 1441, 1442, or 1443. However, the 
same tax, interest, or penalties shall 
not be collected more than once. 

(d) through (f)(2)(i) [Reserved] For 
further guidance, see § 1.1441–7(d) 
through (f)(2)(i). 

(f)(2)(ii) Examples. The following ex-
amples illustrate the operation of para-
graph (d)(2) of this section. Each exam-
ple assumes that withholding under 
chapter 4 does not apply. 

Example 1. (i) DS is a U.S. subsidiary of FP, 
a corporation organized in Country N, a 
country that does not have an income tax 
treaty with the United States. FS is a spe-
cial purpose subsidiary of FP that is incor-
porated in Country T, a country that has an 
income tax treaty with the United States 
that prohibits the imposition of withholding 
tax on payments of interest. FS is capital-

ized with $10,000,000 in debt from BK, a Coun-
try N bank, and $1,000,000 in capital from FS. 

(ii) On May 1, 1995, C, a U.S. person, pur-
chases an automobile from DS in return for 
an installment note. On July 1, 1995, DS sells 
a number of installment notes, including C’s, 
to FS in exchange for $10,000,000. DS con-
tinues to service the installment notes for 
FS and C is not notified of the sale of its ob-
ligation and continues to make payments to 
DS. But for the withholding tax on payments 
of interest by DS to BK, DS would have bor-
rowed directly from BK, pledging the install-
ment notes as collateral. 

(iii) The C installment note is a financing 
transaction, whether held by DS or by FS, 
and the FS note held by BK also is a financ-
ing transaction. After FS purchases the in-
stallment note, and during the time the in-
stallment note is held by FS, the trans-
actions constitute a financing arrangement, 
within the meaning of § 1.881–3(a)(2)(i). BK is 
the financing entity, FS is the intermediate 
entity, and C is the financed entity. Because 
the participation of FS in the financing ar-
rangement reduces the tax imposed by sec-
tion 881 and because there was a tax avoid-
ance plan, FS is a conduit entity. 

(iv) Because C does not know or have rea-
son to know of the tax avoidance plan (and 
by extension that the financing arrangement 
is a conduit financing arrangement), C is not 
required to withhold tax under section 1441. 
However, DS, who knows that FS’s partici-
pation in the financing arrangement is pur-
suant to a tax avoidance plan and is a with-
holding agent for purposes of section 1441, is 
not relieved of its withholding responsibil-
ities. 

Example 2. Assume the same facts as in Ex-
ample 1 except that C receives a new pay-
ment booklet on which DS is described as 
‘‘agent’’. Although C may deduce that its in-
stallment note has been sold, without more 
C has no reason to know of the existence of 
a financing arrangement. Accordingly, C is 
not liable for failure to withhold, although 
DS still is not relieved of its withholding re-
sponsibilities. 

Example 3. (i) DC is a U.S. corporation that 
is in the process of negotiating a loan of 
$10,000,000 from BK1, a bank located in Coun-
try N, a country that does not have an in-
come tax treaty with the United States. Be-
fore the loan agreement is signed, DC’s tax 
lawyers point out that interest on the loan 
would not be subject to withholding tax if 
the loan were made by BK2, a subsidiary of 
BK1 that is incorporated in Country T, a 
country that has an income tax treaty with 
the United States that prohibits the imposi-
tion of withholding tax on payments of in-
terest. BK1 makes a loan to BK2 to enable 
BK2 to make the loan to DC. Without the 
loan from BK1 to BK2, BK2 would not have 
been able to make the loan to DC. 
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(ii) The loan from BK1 to BK2 and the loan 
from BK2 to DC are both financing trans-
actions and together constitute a financing 
arrangement within the meaning of § 1.881– 
3(a)(2)(i). BK1 is the financing entity, BK2 is 
the intermediate entity, and DC is the fi-
nanced entity. Because the participation of 
BK2 in the financing arrangement reduces 
the tax imposed by section 881 and because 
there is a tax avoidance plan, BK2 is a con-
duit entity. 

(iii) Because DC is a party to the tax avoid-
ance plan (and accordingly knows of its ex-
istence), DC must withhold tax under section 
1441. If DC does not withhold tax on its pay-
ment of interest, BK2, a party to the plan 
and a withholding agent for purposes of sec-
tion 1441, must withhold tax as required by 
section 1441. 

Example 4. (i) DC is a U.S. corporation that 
has a long-standing banking relationship 
with BK2, a U.S. subsidiary of BK1, a bank 
incorporated in Country N, a country that 
does not have an income tax treaty with the 
United States. DC has borrowed amounts of 
as much as $75,000,000 from BK2 in the past. 
On January 1, 1995, DC asks to borrow 
$50,000,000 from BK2. BK2 does not have the 
funds available to make a loan of that size. 
BK2 considers asking BK1 to enter into a 
loan with DC but rejects this possibility be-
cause of the additional withholding tax that 
would be incurred. Accordingly, BK2 borrows 
the necessary amount from BK1 with the in-
tention of on-lending to DC. BK1 does not 
make the loan directly to DC because of the 
withholding tax that would apply to pay-
ments of interest from DC to BK1. DC does 
not negotiate with BK1 and has no reason to 
know that BK1 was the source of the loan. 

(ii) The loan from BK2 to DC and the loan 
from BK1 to BK2 are both financing trans-
actions and together constitute a financing 
arrangement within the meaning of § 1.881– 
3(a)(2)(i). BK1 is the financing entity, BK2 is 
the intermediate entity, and DC is the fi-
nanced entity. The participation of BK2 in 
the financing arrangement reduces the tax 
imposed by section 881. Because the partici-
pation of BK2 in the financing arrangement 
reduces the tax imposed by section 881 and 
because there was a tax avoidance plan, BK2 
is a conduit entity. 

(iii) Because DC does not know or have rea-
son to know of the tax avoidance plan (and 
by extension that the financing arrangement 
is a conduit financing arrangement), DC is 
not required to withhold tax under section 
1441. However, BK2, who is also a with-
holding agent under section 1441 and who 
knows that the financing arrangement is a 
conduit financing arrangement, is not re-
lieved of its withholding responsibilities. 

(3) and (g) [Reserved] For further 
guidance, see § 1.1441–7(f)(3) and (g). 

(h) Effective date/Applicability. Except 
as otherwise provided in paragraph 
(f)(3) of this section, this section ap-
plies to payments made after June 30, 
2014. (For payments made after Decem-
ber 31, 2000, and before July 1, 2014, see 
this section as in effect and contained 
in 26 CFR part 1, as revised April 1, 
2013.) 

(i) Expiration date. The applicability 
of this section expires on February 28, 
2017. 

[T.D. 9658, 79 FR 12782, Mar. 6, 2014] 

§ 1.1441–8 Exemption from with-
holding for payments to foreign 
governments, international organi-
zations, foreign central banks of 
issue, and the Bank for Inter-
national Settlements. 

(a) Foreign governments. Under section 
892, certain specific types of income re-
ceived by foreign governments are ex-
cluded from gross income and are ex-
empt from taxation, unless derived 
from the conduct of a commercial ac-
tivity or received from or by a con-
trolled commercial entity. Accord-
ingly, withholding is not required 
under § 1.1441.1 with regard to any item 
of income which is exempt from tax-
ation under section 892. 

(b) Reliance on claim of exemption by 
foreign government. Absent actual 
knowledge or reason to know other-
wise, the withholding agent may rely 
upon a claim of exemption made by the 
foreign government if, prior to the pay-
ment, the withholding agent can reli-
ably associate the payment with docu-
mentation upon which it can rely to 
treat the payment as made to a bene-
ficial owner in accordance with § 1.1441– 
1(e)(1)(ii). A Form W–8 furnished by a 
foreign government for purposes of 
claiming an exemption under this para-
graph (b) is valid only if, in addition to 
other applicable requirements, it cer-
tifies that the income is, or will be, ex-
empt from taxation under section 892 
and the regulations under that section 
and whether the person whose name is 
on the certificate is an integral part of 
a foreign government (as defined in 
§ 1.892–2T(a)(2)) or a controlled entity 
(as defined in § 1.892–2T(a)(3)). 
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