
 

 

 

Treasury Postpones the Effective Date for Dividend Equivalent Withholding 
Regulations for One Year Until January 1, 2017 
On Friday, May 8, a senior Treasury official announced that the anticipated final regulations to be 

issued under section 871(m) of the Internal Revenue Code (treating as U.S. source a dividend 

equivalent payment) will not take effect before January 1, 2017 rather than January 1, 2016 as 

initially proposed. 

The delayed effective date is welcome news. The rules currently in effect are limited to dividend 

equivalent payments on only certain equity swaps – equity swaps under which the referenced 

security is 1) transferred between the parties to the contract (either crossed-in or crossed-out); 2) 

posted as collateral; or 3) not readily tradable on an established securities market.  

The proposed rules, if adopted, would apply to any contract that references a U.S. source dividend 

and that has a delta of 0.70 or greater with respect to the equity specified in the contract, measured 

as of the date the long party acquires the transaction. As initially proposed, these broader rules would 

apply 1) to payments on equity swaps (regardless of when entered into) made on or after January 1, 

2016; and 2) to other equity linked instruments (ELIs) entered into, on or after that date. Reports 

indicate that the final rules would apply to contracts (swaps and ELIs) entered into, on or after 

January 1, 2017. 

Contact Information 
For more information on this Alert, please contact the author Jonathan Zelnik, or one of our AI Tax 

Professionals:  

Jay Freedman 

New York 

T: 212-954-3693 

  Jeffrey Millen 

New York 

T: 212-872-4490 

  Michael Oates 

Roseland 

T: 973-577-2408 

  Emmanuel Tuffuor 

New York 

T: 212-872-4475 

 

 
 

© 2015 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent 

member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 

NDPPS 369907 
 

 

 

mailto:jzelnik@kpmg.com
mailto:jayfreedman@kpmg.com?subject=Alternative%20Investment%20Tax%20Matters
mailto:jmillen@kpmg.com?subject=Alternative%20Investment%20Tax%20Matters
mailto:michaeloates@kpmg.com?subject=Alternative%20Investment%20Tax%20Matters
mailto:etuffuor@kpmg.com?subject=Alternative%20Investment%20Tax%20Matters

