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Section 706.—Taxable Year of
Partner and Partnership

26 CFR 1.706–1T: Taxable years of certain
partnerships.

What procedures apply for certain corporations
to obtain automatic approval to change their annual
accounting periods under section 442 of the Code?
See Rev. Proc. 2000–11, page 309.

Section 898.—Taxable Year of
Certain Foreign Corporations

What procedures apply for certain corporations
to obtain automatic approval to change their annual
accounting periods under section 442 of the Code?
See Rev. Proc. 2000–11, page 309.

Section 1031.—Exchange of
Property Held for Productive
Use or Investment

26 CFR 1.1031(a)–1: Property held for productive
use in trade or business or for investment.

If property subject to section 168 of the  Code
(MACRS property) is acquired in an exchange of
MACRS property for like-kind MACRS property to
which section 1031 applies, how is the depreciation
allowable determined for the acquired MACRS
property? See Notice 2000–4, page 313.

Section 1033.—Involuntary
Conversions

26 CFR 1.1033(a)–1: Involuntary conversion;
nonrecognition of gain.

If property subject to section 168 of the Code
(MACRS property) is acquired in replacement of in-
voluntarily converted MACRS property to which
section 1033 applies, how is the depreciation allow-
able determined for the acquired MACRS property?
See Notice 2000–4, page 313.

Section 1441.—Withholding of
Tax on Nonresident Aliens and
Foreign Corporations

26 CFR 1.1441–1: Requirement for withholding of
tax on nonresident aliens, foreign partnerships, and
foreign corporations.

T.D. 8856

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Parts 1, 31, 35a, 301,
502, 503, 509, 513, 514, 516,
517, 520, 521, and 602.

General Revision of Regulations
Relating to Withholding of Tax
on Certain U.S. Source Income
Paid to Foreign Persons and
Related Collection, Refunds,
and Credits; Revision of
Information Reporting and
Backup Withholding
Regulations; and Removal of
Regulations Under Parts 1 and
35a and of Certain Regulations
Under Income Tax Treaties

AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:  Final rule; delay of effective
date.

SUMMARY:  This document contains
changes delaying the effective date to final
regulations (TD 8734, 1997–2 C.B. 109),
which were published in the Federal Reg-
ister of October 14, 1997, relating to the

withholding of income tax on certain U.S.
source income payments to foreign per-
sons.  The Department of the Treasury and
the IRS believe it is in the best interest of
tax administration to delay the effective
date of the final withholding regulations to
ensure that both taxpayers and the govern-
ment can complete changes necessary to
implement the new withholding regime.
As extended by this document, the final
withholding regulations will apply to pay-
ments made after December 31, 2000.

DATES:  Effective Dates: The amendments
in this final rule are effective January 1,
2001.  As of December 31, 1999, the effec-
tive date of the final regulations published
at 62 FR 53387 (TD 8734), October 14,
1997, and delayed by TD 8804 (63 FR
72183, December 31, 1998), is delayed
from January 1, 2000, until January 1,
2001; however, the effective date of the ad-
dition of §§31.9999–0 and 35a.9999–0 and
the removal of §35a.9999–0T remains Oc-
tober 14, 1997. 

FOR FURTHER INFORMATION CON-
TACT: Laurie Hatten-Boyd, (202) 622-
3840 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

The final regulations that are the sub-
ject of this amendment provide guidance
under sections 1441, 1442, and 1443 of
the Internal Revenue Code (Code) on
certain U.S. source income paid to for-
eign persons, the related tax deposit and
reporting requirements under section
1461 of the Code, and the related
changes under sections 163(f), 165(j),
871, 881, 1462, 1463, 3401, 3406, 6041,
6041A, 6042, 6045, 6049, 6050A,
6050N, 6109, 6114, 6402, 6413, and
6724 of the Code. 

Need for Changes 

On April 29, 1999, in Notice 99–25

Groups  1 - 15:  Soft Goods  - - - - - - - - - - - - - - - - - - - - - - - - - -610.0 606.9 -0.5
Groups 16 - 20:  Durable Goods  - - - - - - - - - - - - - - - - - - - - - - -460.4 446.9 -2.9
Groups 21 - 23:  Misc. Goods2  - - - - - - - - - - - - - - - - - - - - - - - -106.9 102.7 -3.9

Store Total3  - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -554.9 547.2 -1.4 

1 Absence of a minus sign before percentage change in this column signifies price increase.
2 Indexes on a January 1986=100 base.
3 The store total index covers all departments, including some not listed separately, except for the following:  candy, food, liquor,
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(1999–20 I.R.B. 1), the IRS and Trea-
sury announced their decision to extend
the effective date of the final regula-
tions.  When originally published in the
Federal Registeron October 14, 1997
(62 FR 53387), the final regulations
were applicable to payments made after
December 31, 1998 and, generally,
granted withholding agents until after
December 31, 1999, to obtain the new
withholding certif icates (Forms W-
8BEN, W-8ECI, W-8EXP, and W-
8IMY) and statements required under
those regulations.  On April 13, 1998, in
Notice 98–16 (1998–15  I.R.B. 12), the
IRS and Treasury announced the deci-
sion to extend the effective date of the
final regulations to January 1, 2000 and
to provide correlative extensions to the
transition rules for obtaining new with-
holding certificates and statements.
Those extensions were published on De-
cember 31, 1998 at 63 FR 72183 as TD
8804.   This amendment serves to make
the final regulations applicable to pay-
ments made after December 31, 2000
and to require mandatory use of the new
withholding certificates and statements
for payments made after that date.

Special Analyses

It has been determined that this Trea-
sury decision is not a significant regula-
tory action as defined in Executive
Order 12866.  Therefore, a regulatory
assessment is not required.  It has also
been determined that section 553(b) of
the Administrative Procedure Act (5
U.S.C. chapter 5) does not apply to
these regulations.  Finally, it has been
determined that the Regulatory Flexibil-
ity Act (5 U.S.C. chapter 6) does not
apply to these regulations because the
regulations do not impose a collection of
information on small entities.  Pursuant
to 7805(f) of the Code, the notice of pro-
posed rulemaking preceding these regu-
lations (61 FR 17614) was submitted to
the Small Business Administration for
comment on its impact on small busi-
ness.  

*   *   *   *   * 

Adoption of Amendments to the
Regulations

Accordingly, under the authority of 26
U.S.C. 7805, 26 CFR parts 1, 31, and 301

are amended by making the following
correcting amendments:

PART 1—INCOME TAXES

Par. 1.  The authority citation for part 1
continues to read in part as follows:

Authority:  26 U.S.C. 7805  * * *
Par. 2.  In §1.871–14, paragraph (h) is

revised to read as follows:
§1.871–14   Rules relating to repeal of tax
on interest of nonresident alien individu-
als and foreign corporations received
from certain portfolio debt investments.
* * * * *

(h)  Effective date—(1)  In general.
This section shall apply to payments of
interest made after December 31, 2000.

(2)  Transition rule.  For purposes of
this section, the validity of a Form W-8
that was valid on January 1, 1998, under
the regulations in effect prior to January
1, 2001 (see 26 CFR parts 1 and 35a, re-
vised April 1, 1999)  and expired, or will
expire, at any time during 1998, is ex-
tended until December 31, 1998.   The
validity of a Form W-8 that is valid on
or after January 1, 1999 remains valid
unti l  i ts val idity expires under the
regualtions in effect prior to January 1,
2001 (see 26 CFR parts 1 and 35a, re-
vised April 1, 1999) but in no event will
such a form remain valid after Decem-
ber 31, 2000.  The rule in this paragraph
(h)(2), however, does not apply to ex-
tend the validity period of a Form W-8
that expired solely by reason of changes
in the circumstances of the person
whose name is on the cert i f icate.
Notwithstanding the first three sen-
tences of this paragraph (h)(2), a with-
holding agent or payor may choose to
not take advantage of the transition rule
in this paragraph (h)(2) with respect to
one or more withholding certificates
valid under the regulations in effect
prior to January 1, 2001 (see 26 CFR
parts 1 and 35a, revised April 1, 1999)
and, therefore, may choose to obtain
withholding certificates conforming to
the requirements described in this sec-
tion (new withholding certificates).  For
purposes of this section, a new with-
holding certificate is deemed to satisfy
the documentation requirement under
the regulations in effect prior to January
1, 2001 (see 26 CFR parts 1 and 35a, re-
vised April 1, 1999).  Further, a new

withholding certificate remains valid for
the period specif ied in
§1.1441–1(e)(4)(ii), regardless of when
the certificate is obtained. 

Par. 3.  In §1.1441–1, as revised at 62
FR 53424 (TD 8734) and amended at 63
FR 72183 (TD 8804), paragraph (f) is re-
vised to read as follows:
§1.1441–1  Requirement for the deduction
and withholding of tax on payments to
foreign persons.
* * * * *

(f)  Effective date—(1)  In general.
This section applies to payments made
after December 31, 2000.

(2)  Transition rules—(i)  Special rules
for existing documentation.  For purposes
of paragraphs (d)(3) and (e)(2)(i) of this
section, the validity of a withholding cer-
tificate (namely,  Form W–8, 8233, 1001,
4224, or 1078 , or a statement described
in §1.1441–5 in effect prior to January 1,
2001 (see §1.1441–5 as contained in 26
CFR part 1, revised April 1, 1999)) that
was valid on January 1, 1998 under the
regulations in effect prior to January 1,
2001 (see 26 CFR parts 1 and 35a, revised
April 1, 1999) and expired, or will expire,
at any time during 1998, is extended until
December 31, 1998.  The  validity of a
withholding certificate that is valid on or
after  January 1, 1999, remains valid until
its validity expires under the regulations
in effect prior to January 1, 2001 (see 26
CFR parts 1 and 35a, revised April 1,
1999) but in no event will such withhold-
ing certificate remain valid after Decem-
ber 31, 2001.  The rule in this paragraph
(f)(2)(i), however, does not apply to ex-
tend the validity period of a withholding
certificate that expires solely by reason of
changes in the circumstances of the per-
son whose name is on the certificate.
Notwithstanding the first three sentences
of this paragraph (f)(2)(i), a withholding
agent may choose to not take advantage
of the transition rule in this paragraph
(f)(2)(i) with respect to one or more with-
holding certificates valid under the regu-
lations in effect prior to January 1, 2001
(see 26 CFR parts 1 and 35a, revised
April 1, 1999) and, therefore, to require
withholding certificates conforming to the
requirements described in this section
(new withholding certificates).  For pur-
poses of this section, a new withholding
certificate is deemed to satisfy the docu-
mentation requirement under the regula-
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tions in effect prior to January 1, 2001
(see 26 CFR parts 1 and 35a, revised
April 1, 1999).  Further, a new withhold-
ing certificate remains valid for the period
specified in paragraph (e)(4)(ii) of this
section, regardless of when the certificate
is obtained.   

(ii)  Lack of documentation for past
years. A taxpayer may elect to apply the
provisions of paragraphs (b)(7)(i)(B), (ii),
and (iii) of this section, dealing with lia-
bility for failure to obtain documentation
timely, to all of its open tax years, includ-
ing tax years that are currently under ex-
amination by the IRS.  The election is
made by simply taking action under those
provisions in the same manner as the tax-
payer would take action for payments
made after December 31, 2000.

Par. 4.  In §1.1441–4, as amended at 62
FR 53424 (TD 8734) and at 63 FR 72183
(TD 8804), paragraph (g)  is revised to
read as follows:
§1.1441–4  Exemptions from withholding
for certain effectively connected income
and other amounts.
* * * * * 

(g)  Effective date—(1)  General rule.
This section applies to payments made
after December 31, 2000.

(2)  Transition rules.  The validity of a
Form 4224 or 8233 that was valid on
January 1, 1998, under the regulations in
effect prior to January 1, 2001 (see 26
CFR part 1, revised April 1, 1999)  and
expired, or will expire, at any time dur-
ing 1998, is extended until December
31, 1998.  The validity of a Form 4224
or 8233 that is valid on or after January
1, 1999, remains valid until its validity
expires under the regulations in effect
prior to January 1, 2001 (see 26 CFR
part 1, revised April 1, 1999) but in no
event will such form remain valid after
December 31, 2000.   The rule in this
paragraph (g)(2), however, does not
apply to extend the validity period of a
Form 4224 or 8223 that expires solely
by reason of changes in the circum-
stances of the person whose name is on
the certificate.  Notwithstanding the first
three sentences of this paragraph (g)(2) ,
a withholding agent may choose to not
take advantage of the transition rule in
this paragraph (g)(2) with respect to one
or more withholding certificates valid
under the regulations in effect prior to
January 1, 2001 (see 26 CFR part 1, re-

vised April 1, 1999) and, therefore, to
require withholding certificates con-
forming to the requirements described in
this section (new withholding certifi-
cates).  For purposes of this section, a
new withholding certificate is deemed to
satisfy the documentation requirement
under the regulations in effect prior to
January 1, 2001 (see 26 CFR part 1, re-
vised April 1, 1999).  Further, a new
withholding certificate remains valid for
the period specif ied in
§1.1441–1(e)(4)(ii), regardless of when
the certificate is obtained.  

Par. 5.  In §1.1441–5, as revised at 62
FR 53424 (TD 8734) and amended at 63
FR 72183 (TD 8804), paragraph (g) is re-
vised to read as follows:
§1.1441–5  Withholding on payments to
partnerships, trusts, and estates. 
* * * * *

(g)  Effective date—(1)  General rule.
This section applies to payments made
after December 31, 2000.

(2)  Transition rules.  The validity of
a withholding certificate that was valid
onJanuary 1, 1998, under the regulations
in effect prior to January 1, 2001 (see 26
CFR parts 1 and 35a, revised April 1,
1999)  and expired, or will expire, at any
time during 1998, is extended until De-
cember 31, 1998.  The validity of a
withholding certificate that is valid on
or after January 1, 1999, remains valid
until its validity expires under the regu-
lations in effect prior to January 1, 2001
(see 26 CFR parts 1 and 35a, revised
April 1, 1999) but in no event will such
a withholding certificate remain valid
after December 31, 2000.   The rule in
this paragraph (g)(2), however, does not
apply to extend the validity period of a
withholding certificate that expires
solely by reason of changes in the cir-
cumstances of the person whose name is
on the certificate.  Notwithstanding the
first three sentences of this paragraph
(g)(2) , a withholding agent may choose
to not take advantage of the transition
rule in this paragraph (g)(2) with respect
to one or more withholding certificates
valid under the regulations in effect
prior to January 1, 2001 (see 26 CFR
parts 1 and 35a, revised April 1, 1999)
and, therefore, to require withholding
certificates conforming to the require-
ments described in this section (new
withholding certificates).  For purposes

of this section, a new withholding cer-
tificate is deemed to satisfy the docu-
mentation requirement under the regula-
tions in effect prior to January 1, 2001
(see 26 CFR parts 1 and 35a, revised
April 1, 1999).  Further, a new withhold-
ing certificate remains valid for the pe-
riod specified in §1.1441–1(e)(4)(ii), re-
gardless of when the cert i f icate is
obtained.  

Par. 6.  In §1.1441–6, as revised at 62
FR 53424 (TD 8734) and amended at 63
FR 72183 (TD 8804), paragraph (g) is re-
vised to read as follows:
§1.1441–6  Claim of reduced withholding
under an income tax treaty.
* * * * *

(g)  Effective date—(1)  General rule.
This section applies to payments made
after December 31, 2000. 

(2)  Transition rules.  For purposes of
this section, the validity of a Form 1001
or 8233 that was valid on January 1, 1998,
under the regulations in effect prior to
January 1, 2001 (see 26 CFR parts 1 and
35a, revised April 1, 1999)  and expired,
or will expire, at any time during 1998, is
extended until December 31, 1998.  The
validity of a Form 1001 or 8233 is valid
on or after January 1, 1999, remains valid
until its validity expires under the regula-
tions in effect prior to January 1, 2001
(see 26 CFR parts 1 and 35a, revised
April 1, 1999) but in no event will such a
form remain valid after December 31,
2000.   The rule in this paragraph (g)(2),
however, does not apply to extend the va-
lidity period of a Form 1001 or 8233 that
expires solely by reason of changes in the
circumstances of the person whose name
is on the certificate or in interpretation of
the law under the regulations under
§1.894–1T(d).  Notwithstanding the first
three sentences of this paragraph (g)(2), a
withholding agent may choose to not take
advantage of the transition rule in this
paragraph (g)(2) with respect to one or
more withholding certificates valid under
the regulations in effect prior to January
1, 2001 (see 26 CFR parts 1 and 35a, re-
vised April 1, 1999) and, therefore, to re-
quire withholding certificates conforming
to the requirements described in this sec-
tion (new withholding certificates).  For
purposes of this section, a new withhold-
ing certificate is deemed to satisfy the
documentation requirement under the reg-
ulations in effect prior to January 1, 2001
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(see 26 CFR parts 1 and 35a, revised
April 1, 1999).  Further, a new withhold-
ing certificate remains valid for the period
specified in §1.1441–1(e)(4)(ii), regard-
less of when the certificate is obtained. 

Par. 7.  In §1.1441–8 as redesignated
and amended at 62 FR 53464 and
amended at 63 FR 72138 (TD 8804),
paragraph (f) is revised to read as follows:
§1.1441–8  Exemption from withholding
for payments to foreign governments, in-
ternational organizations, foreign central
banks of issue, and the Bank for Interna-
tional Settlements.
* * * * *

(f)  Effective date—(1)  In general.
This section applies to payments made
after December 31, 2000. 

(2)  Transition rules. For purposes of
this section, the validity of a Form 8709
that was valid on January 1, 1998, under
the regulations in effect prior to January
1, 2001 (see 26 CFR part 1, revised April
1, 1999)  and expired, or will expire, at
any time during 1998, is extended until
December 31, 1998.  The validity of a
Form 8709 that is valid on or after Janu-
ary 1, 1999, remains valid until its valid-
ity expires under the regulations in effect
prior to January 1, 2001 (see 26 CFR part
1, revised April 1, 1999) but in no event
shall such a form remain valid after De-
cember 31, 2000.  The rule in this para-
graph (f)(2), however, does not apply to
extend the validity period of a Form 8709
that expires solely by reason of changes in
the circumstances of the person whose
name is on the certificate.  Notwithstand-
ing the first three sentences of this para-
graph (f)(2), a withholding agent may
choose to not take advantage of the transi-
tion rule in this paragraph (f)(2) with re-
spect to one or more withholding certifi-
cates valid under the regulations in effect
prior to January 1, 2001 (see 26 CFR part
1, revised April 1, 1999) and, therefore, to
require withholding certificates conform-
ing to the requirements described in this
section (new withholding certificates).
For purposes of this section, a new with-
holding certificate is deemed to satisfy the
documentation requirement under the reg-
ulations in effect prior to January 1, 2001
(see 26 CFR part 1, revised April 1,
1999).  Further, a new withholding certifi-
cate remains valid for the period specified
in §1.1441–1(e)(4)(ii), regardless of when
the certificate is obtained.  

Par. 8.  In §1.1441–9, paragraph (d) is
revised to read as follows:
§1.1441–9  Exemption from withholding
on exempt income of a foreign tax-exempt
organization, including foreign private
foundations.
* * * * *

(d)  Effective date—(1)  In general.
This section applies to payments made
after December 31, 2000.

(2)  Transition rules.  For purposes of
this section, the validity of a Form W-8,
1001, or 4224 or a statement that was
valid on January 1, 1998, under the regu-
lations in effect prior to January 1, 2001
(see 26 CFR parts 1 and 35a, revised
April 1, 1999) and expired, or will expire,
at any time during 1998, is extended until
December 31, 1998.  The validity of a
Form W-8, 1001, or 4224 or a statement
that is valid on or after January 1, 1999
remains valid until its validity expires
under the regulations in effect prior to
January 1, 2001 (see 26 CFR parts 1 and
35a, revised April 1, 1999) but in no event
shall such form or statement remain valid
after December 31, 2000.  The rule in this
paragraph (d)(2), however, does not apply
to extend the validity period of a Form W-
8, 1001, or  4224 or a statement that ex-
pires solely by reason of changes in the
circumstances of the person whose name
is on the certificate.  Notwithstanding the
first three sentences of this paragraph
(d)(2), a withholding agent may choose to
not take advantage of the transition rule in
this paragraph (d)(2) with respect to one
or more withholding certificates valid
under the regulations in effect prior to
January 1, 2001 (see 26 CFR parts 1 and
35a, revised April 1, 1999) and, therefore,
to require withholding certificates con-
forming to the requirements described in
this section (new withholding certifi-
cates).  For purposes of this section, a new
withholding certificate is deemed to sat-
isfy the documentation requirement under
the regulations in effect prior to January
1, 2001 (see 26 CFR parts 1 and 35a, re-
vised April 1, 1999).  Further, a new with-
holding certificate remains valid for the
period specified in §1.1441–1(e)(4)(ii),
regardless of when the certificate is ob-
tained.  

Par. 9.  In §1.1443–1, as revised at 62
FR 53424 (TD 8734) and amended at 63
FR 72183), paragraph (c) is revised to
read as follows:

§1.1443–1  Foreign tax-exempt organiza-
tions.
* * * * *

(c)  Effective date—(1)  In general.
This section applies to payments made
after December 31, 2000. 

(2) Transition rules. For purposes of
this section, the validity of an affidavit or
opinion of counsel described in §
1.1443–1(b)(4)(i) in effect prior to Janu-
ary 1, 2001 (see § 1.1443–1(b)(4)(i) as
contained in 26 CFR part 1, revised April
1, 1999) is extended until December 31,
2000.  However, a withholding agent may
chose to not take advantage of the transi-
tion rule in this paragraph (c)(2) with re-
spect to one or more withholding certifi-
cates valid under the regulations in effect
prior to January 1, 2001 (see CFR part 1,
revised April 1, 1999) and, therefore, to
require withholding certificates conform-
ing to the requirements described in this
section (new withholding certificates).
For purposes of this section, a new with-
holding certificate is deemed to satisfy the
documentation requirement under the reg-
ulations in effect prior to January 1, 2001
( see 26 CFR part 1, revised April 1,
1999).  Further, a new withholding certifi-
cate remains valid for the period specified
in § 1.1441–1(e)(4)(ii), regardless of
when the certificate is obtained. 

Par. 10.  In §1.6042–3, as amended at
62 FR 53424 (TD 8734) and amended at
63 FR 72183 (TD 8804), paragraph (b)(5)
is revised to read as follows:
§1.6042–3  Dividends subject to report-
ing.
* * * * *

(b)  * * *
(5)  Effective date—(i)  General rule.

The provisions of this paragraph (b) apply
to payments made after December 31,
2000.  

(ii)  Transition rules. The validity of a
withholding certificate (namely, Form W-
8 or other form upon which the payor is
permitted to rely to hold the payee as a
foreign person) that was valid on January
1, 1998, under the regulations in effect
prior to January 1, 2001 (see 26 CFR
parts 1 and 35a, revised April 1, 1999)
and expired, or will expire, at any time
during 1998, is extended until December
31, 1998.  The validity of a withholding
certificate that is valid on or after January
1, 1999, remains valid until its validity
expires under the regulations in effect
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prior to January 1, 2001 (see 26 CFR
parts 1 and 35a, revised April 1, 1999) but
in no event shall such withholding certifi-
cate remain valid after December 31,
2000.  The rule in this paragraph
(b)(5)(ii), however, does not apply to ex-
tend the validity period of a withholding
certificate that expires solely by reason of
changes in the circumstances of the per-
son whose name is on the certificate.
Notwithstanding the first three  sentences
of this paragraph (b)(5)(ii), a payor  may
choose not to take advantage of the transi-
tion rule in this paragraph (b)(5)(ii) with
respect to one or more withholding cer-
tificates valid under the regulations in ef-
fect prior to January 1, 2001 (see 26 CFR
parts 1 and 35a, revised April 1, 1999)
and, therefore, to require withholding cer-
tificates conforming to the requirements
described in this section (new withhold-
ing certificates).  For purposes of this sec-
tion, a new withholding certificate is
deemed to satisfy the documentation re-
quirement under the regulations in effect
prior to January 1, 2001 (see 26 CFR
parts 1 and 35a, revised April 1, 1999).
Further, a new withholding certificate re-
mains valid for the period specified in
§1.1441–1(e)(4)(ii), regardless of when
the certificate is obtained. 
*****

Par. 11.  In §1.6045–1, as amended at
62 FR 53424 (TD 8734) and amended at
63 FR 72183 (TD 8804), paragraph (g)(5)
is revised to read as follows: 
§1.6045–1  Returns of information of bro-
kers and barter exchanges.
* * * * *

(g) * * *
(5)  Effective date—(i)  General rule.

The provisions of this paragraph (g) apply
to payments made after December 31,
2000.  

(ii)  Transition rules.The validity of a
withholding certificate (namely, Form W-
8 or other form upon which the payor is
permitted to rely to hold the payee as a
foreign person) that was valid on January
1, 1998, under the regulations in effect
prior to January 1, 2001 (see 26 CFR
parts 1 and 35a, revised April 1, 1999)
and expired, or will expire, at any time

during 1998, is extended until December
31, 1998.  The validity of a withholding
certificate that is valid on or after January
1, 1999, remains valid until its validity
expires under the regulations in effect
prior to January 1, 2001 (see 26 CFR
parts 1 and 35a, revised April 1, 1999) but
in no event shall such a withholding cer-
tificate remain valid after December 31,
2000. The rule in this paragraph (g)(5)(ii),
however, does not apply to extend the va-
lidity period of a form that expires in
1998 solely by reason of changes in the
circumstances of the person whose name
is on the certificate.  Notwithstanding the
first three sentences of this paragraph
(g)(5)(ii), a payor may choose not to take
advantage of the transition rule in this
paragraph (g)(5)(ii) with respect to one or
more withholding certificates valid under
the regulations in effect prior to January
1, 2001 (see 26 CFR parts 1 and 35a, re-
vised April 1, 1999) and, therefore, to re-
quire withholding certificates conforming
to the requirements described in this sec-
tion (new withholding certificates).  For
purposes of this section, a new withhold-
ing certificate is deemed to satisfy the
documentation requirement under the reg-
ulations in effect prior to January 1, 2001
(see 26 CFR parts 1 and 35a, revised
April 1, 1999).  Further, a new withhold-
ing certificate remains valid for the period
specified in §1.1441–1(e)(4)(ii), regard-
less of when the certificate is obtained.
*****

Par. 12.  In §1.6049–5, as amended at
62 FR 53424 (TD 8734) and amended at
63 FR 72183 (TD 8804), paragraph (g) is
revised to read as follows:
§1.6049–5  Interest and original issue
discount subject to reporting after De-
cember 31, 1982.
* * * * *

(g)  Effective date—(1) General rule.
The provisions of paragraphs (b)(6)
through (15), (c), (d), and (e) of this sec-
tion apply to payments made after De-
cember 31, 2000.

(2)  Transition rules.The validity of a
withholding certificate (namely, Form W-
8 or other form upon which the payor is
permitted to rely to hold the payee as a

foreign person)  that was valid on January
1, 1998, under the regulations in effect
prior to January 1, 2001 (see 26 CFR
parts 1 and 35a, revised April 1, 1999)
and expired, or will expire, at any time
during 1998, is extended until December
31, 1998.  The validity of a withholding
certificate that is valid on or after January
1, 1999, remains valid until its validity
expires under the regulations in effect
prior to January 1, 2001 (see 26 CFR
parts 1 and 35a, revised April 1, 1999) but
in no event shall such a withholding cer-
tificate remain valid after December 31,
2000.  The rule in this paragraph (g)(2),
however, does not apply to extend the va-
lidity period of a withholding certificate
that expires solely by reason of changes in
the circumstances of the person whose
name is on the certificate.  Notwithstand-
ing the first three sentences of this para-
graph (g)(2),  a payor  may choose not to
take advantage of the transition rule in
this paragraph (g)(2) with respect to one
or more withholding certificates valid
under the regulations in effect prior to
January 1, 2001 (see 26 CFR parts 1 and
35a, revised April 1, 1999) and, therefore,
may require  withholding certificates con-
forming to the requirements described in
this section (new withholding certifi-
cates).  For purposes of this section, a new
withholding certificate is deemed to sat-
isfy the documentation requirement under
the regulations in effect prior to January
1, 2001 (see 26 CFR parts 1 and 35a, re-
vised April 1, 1999).  Further, a new with-
holding certificate remains valid for the
period specified in §1.1441–1(e)(4)(ii),
regardless of when the certificate is ob-
tained.

Parts 1, 31, and 301   [Amended]

Par. 13.  In the list below, for each sec-
tion indicated in the left column (which
was added, revised, or amended at 62 FR
53387 (TD 8734) and further amended at
63 FR 72138 (TD 8804), remove the lan-
guage in the middle column and add the
language in the right column:



Section Remove Add   

1.871–14(c)(3)(ii), October 12, 2000 October 12, 2001
Example, first and
sixth sentences

1.871–14(c)(3)(ii), December 31, 2000 December 31, 2001
Example, sixth sentence

1.871–14(c)(3)(ii), June 15, 2004 June 15, 2005
Example, sixth sentence 

1.871–14(c)(3)(ii), June 15, 2004 June 15, 2005
Example, seventh sentence         

1.1441–1(b)(4)(xix) January 1, 2000 January 1, 2001

1.1441–1(b)(4)(xix) April 1, 1998 April 1, 1999

1.1441–1(b)(7)(v), June 15, 2000 June 15, 2001
Example 1, first, fourth,
and eighth sentences

1.1441–1(b)(7)(v), September 30, 2002 September 30, 2003
Example 1, third and
ninth sentences

1.1441–1(b)(7)(v), March 15, 2001 March 15, 2002
Example 1, ninth
sentence

1.1441–1(b)(7)(v), June 15, 2000 June 15, 2001
Example 2, first,
fourth, and seventh
sentences

1.1441–1(b)(7)(v), September 30, 2002 September 30, 2003
Example 2, third and
seventh sentences

1.1441–1(b)(7)(v), March 15, 2001 March 15, 2002
Example 2, seventh and 
ninth sentences 

1.1441–1(c)(6)(ii)(B) January 1, 2000 January 1, 2001

1.1441–1(c)(6)(ii)(B) April 1, 1998 April 1, 1999

1.1441–1(e)(4)(ii)(A) September 30, 2000 September 30, 2001

1.1441–1(e)(4)(ii)(A) December 31, 2003 December 31, 2004

1.1441–2(b)(3)(iv) December 31, 1999 December 31, 2000

1.1441–2(f) December 31, 1999 December 31, 2000

1.1441–3(h) December 31, 1999 December 31, 2000

1.1441–7(g) December 31, 1999 December 31, 2000

1.1461–1(i) December 31, 1999 December 31, 2000

1.1461–2(a)(4), December 2000 December 2001
Example 1(i),  second
sentence

1.1461–2(a)(4), February 10, 2001 February 10, 2002
Example 1(i), third
sentence

1.1461–2(a)(4), 2000 2001
Example 1(ii), first,
second, and last
sentences
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Section Remove Add   

1.1461–2(a)(4), March 15, 2001 March 15, 2002 
Example 1(ii), first
sentence

1.1461–2(a)(4), 2001 2002
Example 1(ii), third
sentence

1.1461–2(a)(4), 2001 2002
Example 2, second and
last sentences

1.1461–2(a)(4), June 2001 June 2002
Example 2, second
sentence

1.1461–2(a)(4), July 15, 2001 July 15, 2002 
Example 2, third
sentence

1.1461–2(a)(4), 2000 2001
Example 2,third
sentence

1.1461–2(a)(4), March 15, 2002 March 15, 2003
Example 2, last sentence

1.1461–2(a)(4), Example 3, February 15, 2001 February 15, 2002
last sentence

1.1461–2(a)(4), Example 3, March 15, 2001 March 15, 2002
last sentence

1.1461–2(d) December 31, 1999 December 31, 2000

1.1462–1(c) December 31, 1999 December 31, 2000

1.1463–1(b) December 31, 1999 December 31, 2000

1.6041–4(d) December 31, 1999 December 31, 2000

1.6041A–1(d)(3)(v) December 31, 1999 December 31, 2000

1.6045–1(d)(6)(ii)(B) December 31, 1999 December 31, 2000

1.6049–4(d)(3)(ii)(B) December 31, 1999 December 31, 2000

1.6049–5(c)(4)(v) January 1, 2000 January 1, 2001

1.6050N–1(e), last sentence December 31, 1999 December 31, 2000

31.3401(a)(6)–1(e), January 1, 2000 January 1, 2001
paragraph heading

31.3401(a)(6)–1(e), January 1, 2000 January 1, 2001
first sentence

31.3401(a)(6)–1(f), December 31, 1999 December 31, 2000
paragraph heading

31.3401(a)(6)–1(f), December 31, 1999 December 31, 2000
first sentence

31.3406(g)–1(e), December 31, 1999 December 31, 2000
first sentence

31.3406(h)–2(d), December 31, 1999 December 31, 2000
penultimate sentence

31.9999–0 January 1, 2000 January 1, 2001

301.6114–1(b)(4)(ii)(C), December 31, 1999 December 31, 2000
introductory text



Section Remove Add   

301.6114–1(b)(4)(ii)(D) December 31, 1999 December 31, 2000

301.6724–1(g)(2) Q–11 January 1, 2000 January 1, 2001

301.6724–1(g)(2) Q–11 April 1, 1998 April 1, 1999

301.6724–1(g)(2) A–11 January 1, 2000 January 1, 2001

301.6724–1(g)(2) A–11 April 1, 1998 April 1, 1999

301.6724–1(g)(3), first December 31, 1999 December 31, 2000
sentence

301.6724–1(g)(3), last January 1, 2000 January 1, 2001
sentence

301.6724–1(g)(3), last April 1, 1998 April 1, 1999
sentence
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Robert E. Wenzel,
Deputy Commissioner of 

Internal Revenue.

Approved December 21, 1999.

Jonathan Talisman,
Acting Assistant Secretary 
of the Treasury Tax Policy.

(Filed by the Office of the Federal Register on De-
cember 29, 1999, 8:45 a.m., and published in the
issue of the Federal Register for December 30, 1999,
64 F.R. 73408)

26 CFR 1.1502–76: Taxable year of members of
group.

What procedures apply for certain corporations
to obtain automatic approval to change their annual
accounting periods under section 442 of the Code?
See Rev. Proc. 2000–11, page 309.

Section 2056.— Bequests, Etc.,
to Surviving Spouse

26 CFR 20.2056(a)–1: Qualified terminable interest
property elections.

Qualified terminable interest prop-
erty (QTIP) elections.This ruling holds
that an executor may elect under section
2056(b)(7) of the Code to treat an individ-
ual retirement account and a testamentary
trust as QTIP under certain conditions.
Rev. Rul. 89–89 obsoleted.

Rev. Rul. 2000–2

ISSUE

May an executor elect under 

to death, A established an IRA described in
§ 408(a).  The IRA is invested only in pro-
ductive assets.  A named the trustee of a tes-
tamentary trust established under A’s will
as the beneficiary of all amounts payable
from the IRA after A’s death.  A copy of the
testamentary trust and a list of the trust ben-
eficiaries were provided to the custodian of
A’s IRA within nine months after A’s death.
As of the date of A’s death, the testamen-
tary trust was irrevocable and was a valid
trust under the laws of the state of A’s
domicile.  The IRA was includible in A’s
gross estate under § 2039.

Under the terms of the testatmentary
trust, all trust income is payable annually to
B, and no one has the power to appoint trust
principal to any person other than B.  A’s
children, who are all younger than B, are
the sole remainder beneficiaries of the trust.
No other person has a beneficial interest in
the trust.  Under the terms of the trust, B has
the power, exercisable annually, to compel
the trustee to withdraw from the IRA an
amount equal to the income earned on the
assets held by the IRA during the year and
to distribute that amount through the trust
to B.  The IRA document contains no prohi-

ries), the distribution period for purposes
of § 401(a)(9)(B)(iii) is B’s life ex-
pectancy.  Because B is not the sole bene-
ficiary of the testamentary trust’s interest
in the IRA, the trustee elected to have the
annual minimum required distributions
from the IRA to the testamentary trust
begin no later than December 31 of the
year immediately following the year of
A’s death.  The amount of the annual min-
imum required distribution for each year
is calculated by dividing the account bal-
ance of the IRA as of the December 31
immediately preceding the year by the re-
maining distribution period.  On B’s
death, any undistributed balance of the
IRA will be distributed to the testamen-
tary trust over the remaining distribution
period.

LAW AND ANALYSIS

Section 2056(a) provides that the value
of the taxable estate is, except as limited
by § 2056(b), determined by deducting
from the value of the gross estate an
amount equal to the value of any interest
in property that passes from the decedent
to the surviving spouse.

Jack W Wade, Jr.



