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Notice 2018-05: Transition rules for withholding agents 
extended for 2018, 2019 
 
The IRS today released an advance version of Notice 2018-05 that permits 
withholding agents to apply transition rules from Notice 2010-46 for payments made in 
calendar years 2018 and 2019. 
 
Background 
 
Notice 2010-46 provided a solution to the problem of over-withholding on a chain of 
dividends and dividend equivalents by, in part, providing an exception from 
withholding for payments to a qualified securities lender (QSL). The QSL regime 
requires that a person agreeing to act as a QSL must comply with certain withholding 
and documentation requirements. The IRS permitted withholding agents to rely on 
transition rules under Notice 2010-46, Part III, until guidance was developed that 
would include documentation and substantiation of withholding. 
 
Subsequently, the IRS and Treasury Department issued guidance—including Rev. 
Proc. 2017-15, setting forth the final QI Agreement (qualified intermediary agreement). 
That guidance also provided that taxpayers could rely on Notice 2010-46 during 
calendar year 2017. Read TaxNewsFlash-United States 
 
Extension of transition rules for 2018 and 2019 
 
Notice 2018-05 [PDF 15 KB], as released today, explains that in response to 
comments received, the QSL regime is being extended for a longer transition period. 
Today’s notice extends the QSL regime under Notice 2010-46, Part III, “but only for 
payments made in calendar years 2018 and 2019.”  
 
Today’s notice also states that during the extended period, the IRS and Treasury 
intend to consider whether additional guidance is appropriate to address foreign 
lenders of U.S. dividend-paying stocks. 

https://home.kpmg.com/us/en/home/insights/2017/01/tnf-kpmg-report-final-qualified-intermediary-agreement.html
https://www.irs.gov/pub/irs-drop/n-18-05.pdf


 
 
© 2017 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. Printed in the U.S.A.  

The KPMG name and logo are registered trademarks or trademarks of KPMG International.  

 
 
The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters" 
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230, as the content of this document is issued 
for general informational purposes only, is intended to enhance the reader’s knowledge on the matters addressed therein, and is 
not intended to be applied to any specific reader’s particular set of facts. Although we endeavor to provide accurate and timely 
information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be 
accurate in the future. Applicability of the information to specific situations should be determined through consultation with your 
tax adviser. 

KPMG International is a Swiss cooperative that serves as a coordinating entity for a network of independent member firms. 
KPMG International provides no audit or other client services. Such services are provided solely by member firms in their 
respective geographic areas. KPMG International and its member firms are legally distinct and separate entities. They are not 
and nothing contained herein shall be construed to place these entities in the relationship of parents, subsidiaries, agents, 
partners, or joint venturers. No member firm has any authority (actual, apparent, implied or otherwise) to obligate or bind KPMG 
International or any member firm in any manner whatsoever. 
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