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Robert H. Green

I Director, Intemati0nal (SE:LM:IN)Internal Revenue Service
1111 Constitution Avenue, NW, MA-3-322D

I Washington, DC 20224

Re: Request for Mutual Support

I Dear Mr. Green:

I As you know, the Associationof Global Custodians (=Association')is an informalassociationof nine North Amadcan _]lobalcustodianbanksthat holdfunds and assets
worldwidefor institutional investors."The Associationmembers often work togetherto

I review and providecomment on issuesaffectingthe businessof globalcustody invadousjurisdictions. Many of the Association'sefforts have encourageduseful dialogue
between the AssociaUonand relevant regulatoryauthoritiesin particularjurisdictions,

i often times resulting in resolutionto the particular issue at hand. In many instances,however, it has been very difficult to obtain a response or an indication that a particular
regulator understands the issue and is willing to consider outside commentary.

I Over the past year, the Association has sought operational efficiencies related to
claiming treaty benefits and improving service to investors by focusing on regulatory
related items in a number of foreign jurisdictions. Our experience confirms that a united

I voice, speaking for reasoned enhancements is better received than working
unilaterally. To this effect, we would like to discuss with you the feasibility of amplifying

i that voice by adding to it, when appropriate, the voice of the U.S. Competent Authority.

I 1Association members are noted in the letterhead above.
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I
Examples of the Association'sworkover the past _/earand of issuesthat we

I believe would benefit from a collectiveapproach include:"
Gemtany- Implementation of Appeal Deadline. In February2004, the Association

I submitteda letterto the German authoritiesregardingthe impositionof an appealdeadline by the Bundesamt fuer Finanzen on tax reclaimapplicationsfiled on behalf of
non-resident investors,s In November2004, the Associationreceiveda response from

I the authoritiesacknowledgingthe Association's understandingof the procedures andapologizingfor not informingthe custodiansof the changesin advance of
implementation,but rejectingthe requestfor changesto the deadline. Members believe

I there may be a possibilityof seeking a safe harbor for claimsthat were generated pdorto the unannouncedimplementationof the change. In addition,members believe there
is a legitimate issue to be addressedwhere the German general law overddes treaty

I terms. Members believe that with the supportof the U.S. CompetentAuthority, furthercommunicationswith relevant parties may assist in resolvingthese issues.

I Italy - Outstanding Tax Reclaims. In May 2004, in a letter to the DirettoreCentraleGestione Tributi,the Associationnotedits concernoverthe repaymentdelays involved
in receivingItalianwithholding tax refunds and tax credit paymentsfor non-resident

i investors. Members noted their concern regarding the fact that the italian market offersa relief-at-sourcecapability, yet there are numerousoccasionswhere obtaining reliefat
source may not be possibleat the time of the income payment. As a result, there are

I often substantial delays in obtainingtax treaty entitlements throughthe reclaimprocessoffered in Italy. The Associationhas not received a responseto its letter. Members
believe that the involvementof the U.S. Competent Authorityis essential to resolving

i this on-going issue.
J%_r_ - Treabnent of U.S. Pension Funds under the New g.SJJapan Tax Treaty.
The treatment of U.S. pensionfundsunder the new U.S./Japan Tax Treaty has resulted

I burdensome issuesfor custodians, others,as they work to comply
in particularly among
with the extensiveadministrativerequirements. In September 2004, the Association
undertookto providecommentsto the Japanese National Tax Authority(=NTA")

I
2 Copies of referenced letters are attached.

I 3 The Association sent a follow-up letter to the German authorities in September
2004. A copy of that letter is also attached.
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regardingthe new U.S.IJapan Tax Treaty and the resultingtreatment of U.S. pension

I fundsthereunder. The Associationsent a letter noting itsconcern regarding theadm nistrativeanddocumentation requirementsunder the new Treaty. Specifically,the
Associationnoted concernover the requirementsfor global custodiansto provide

I beneficialowner breakdown details regardingincomearisingon assets heldfor U.S.pensionfunds in pooled securitiesaccountson the booksof Japanese sub-custodians.
The Associationalso notedconcernover the requirement for U.S. pensionfunds to
providea separate Form 6166 for each income payment for each issue in orderto

I benefitfrom the reduced Treaty rate.

i The letter provideda suggested approachfor realisticallymodifyingthe newadministrativeprocedures. The Association later learned that the NTA was unable to
make any changes to the proceduresdue to relianceon a MinisterialOrder that

i stipulatesthese requirements. The Association bel eves that eadier involvement by itsmembers, alongwith the supportof the U.S. Competent Authority,might have
prevented sucha Ministedal Order from being issued. We nowunderstand that the
Ministedal Order may be modif'_l in 2005 to providefor simplifiedproceduresfor the

I treatment of U.S. pensionfunds. The Association
believes commentsfrom the U.S.

CompetentAuthorityregardingthe notedconcerns may assistin movingthis Eem

i forward.
Portugal - New Tax Relief Arrangements. New tax relief arrangementsin Portugal
requirethe tax reclaim form be s gned and certified by the IRS. This effectively

I eliminates the of U.S. investorsto take advantage of the at-source/simplifiedability
reclaimproceduresoffered by agent banks. In March 2004, the Associationsubmitteda
letter commentingon the changesto the Portuguese Ministryof Financeand the

I Secretary of State. No responsehas been received. Members believe that with the
supportof the U.S. Competent Authority,the Portugueseregulatorswill be more
inclinedto focus on the Association'scomments and suggestions.

I Association memberswould very much appreciatethe opportunityto discusswith
youthe possibilityof seekingthe supportof the U.S. Competent Authority with respect

I to these and other issues relevantto U.S. taxpayers and global custodycustomers. If
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you have questionsor comments, please contact the undersigned. Otherwise, we will

I look forwardto hearing from youto schedulea meeting to discussthe aforementionedissues in the near future.

I Sincerely,

I Margaret R. Blake

i Counsel to the Association

Attachments- Lettem, dated February 18 and September 14, 2004, respectively,

I to OberregiemngsratDieter Eimermann Bundesministeriumder
Finanzen, RegardingOne-Month Appeal Deadline on Tax
Reclaims;

I Letter, dated May 11,2004, to DottGianni Giammarino, Direttore
Centrale Gestione Tributi, Regarding Italian Tax Repayment Issues

I (English versiononly);

Letter, dated September 15, 2004, to Mr. KeijiAoyama, Deputy

I Commissioner (InternationalAffairs) NationalTax Agency,Regarding Requirementsto Complywiththe New U.S./Japan Tax
Treaty;

I Letter, dated March 5, 2004, to Maria Manuela Dias Ferreira Leite,
Ministrade Estado e das Financsas,Regarding PortugueseTax

I Relief Issues (Englishversiononly) (withattachment).
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