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opening a new account, the payor relies
on the same Form W–9 (or appropriate
substitute) that it relied on previously in
opening another account, the payor
must investigate whether any such
existing account is subject to
withholding under section
3406(a)(1)(C). Similarly, if the payor
utilizes a universal account system
described in the first sentence of
paragraph (c)(3)(ii) of this section, and
in opening a new account the payor
searches its records to determine
whether the new account should be
identified under an existing identifier
(because the payee has existing accounts
with the payor), the payor must
investigate whether any existing
accounts identified with the same
identifier are subject to withholding
under section 3406(a)(1)(C).

(d) Notice from payors of backup
withholding due to notified payee
underreporting—(1) In general. If a
payor receives notice from the Internal
Revenue Service or a broker under
paragraph (c)(1) of this section and is
required to identify an account under
paragraph (c)(3) of this section as an
account of the payee, the payor must
notify the payee in accordance with
paragraph (d)(2) of this section that
withholding due to notified payee
underreporting has started.

(2) Procedures. The payor must send
the notice required by paragraph (d)(1)
of this section to the payee no later than
15 days after the date that the payor
makes the first payment subject to
withholding due to notified payee
underreporting. The payor must send
the notice by first-class mail to the
payee at the payee’s last known address.
The notice to the payee required by
paragraph (d)(1) of this section must
state—

(i) That the Internal Revenue Service
has given notice that the payee has
underreported reportable interest or
dividends;

(ii) That, as a result of the
underreporting, the payor is required
under section 3406(a)(1)(C) of the
Internal Revenue Code to withhold 31
percent of reportable interest or
dividend payments made to the payee;

(iii) The date that the payor started (or
plans to start) withholding due to
notified payee underreporting under
section 3406(a)(1)(C);

(iv) The account number or numbers
that are subject to withholding due to
notified payee underreporting;

(v) That the payee must obtain a
determination from the Internal
Revenue Service in order to stop the
withholding due to notified payee
underreporting; and

(vi) That while the payee is subject to
withholding due to notified payee
underreporting, the payee may not
certify to a payor making reportable
interest or dividend payments (or to a
broker acquiring a readily tradable
instrument for the payee) that the payee
is not subject to withholding due to
notified underreporting.

(e) Period during which backup
withholding is required—(1) In general.
If a payor receives notice from the
Internal Revenue Service or a broker
under paragraph (c)(1) of this section,
the payor must impose withholding
under section 3406(a)(1)(C) on all
reportable interest or dividend
payments with respect to any account of
the payee required to be identified
under paragraph (c)(3) of this section
made after the close of the 30th business
day after the day on which the payor
receives that notice and before the stop
date (as described in paragraph (e)(2) of
this section). A payor may choose to
start withholding under this paragraph
(e)(1) at any time during the 30-
business-day period described in the
preceding sentence.

(2) Stop withholding—(i) When no
underreporting exists or undue hardship
exists—(A) Stop date. In the case of a
determination under paragraph (g)(3) (i)
or (iii) of this section that no
underreporting exists or that an undue
hardship exists, the stop date is the day
that is 30 days after the earlier of—

(1) The date on which the payor
receives written notification from the
Internal Revenue Service under
paragraph (g) of this section that
withholding is to stop; or

(2) The date on which the payor
receives a copy of the written
certification provided to the payee by
the Internal Revenue Service under
paragraph (g) of this section that
withholding is to stop.

(B) Acceleration of stop date. A payor
may choose to stop withholding at any
time during the 30-day period described
in paragraph (e)(2)(i)(A) of this section.

(ii) When underreporting is corrected
or bona fide dispute exists. In the case
of a determination under paragraph
(g)(3) (ii) or (iv) of this section that the
underreporting has been corrected or
that a bona fide dispute exists, the stop
date occurs on the first day of January
(immediately following a period of at
least twelve months ending on October
15 of any calendar year in which the
determination has been made) or if later,
the stop date determined under
paragraph (e)(2)(i) of this section.

(3) Dormant accounts. The
requirement that a payor withhold
under this paragraph (e) on reportable
interest or dividend payments made

with respect to an account terminates no
later than the close of the third calendar
year ending after the later of—

(i) The date that the most recent
reportable interest or dividend payment
was made with respect to that account;
or

(ii) The date that the payor received
notice under paragraph (c)(1) of this
section.

(f) Notice to payees from the Internal
Revenue Service—(1) Notice period.
After the Internal Revenue Service
determines under paragraph (b)(2) of
this section that payee underreporting
exists, the Internal Revenue Service will
mail to the payee at least four notices
over a period of at least 120 days (the
notice period) before payors will be
notified under paragraph (c)(1) of this
section that the payee is subject to
withholding due to notified payee
underreporting. The notices may be
accompanied by, or incorporated in,
other notices provided to the payee by
the Internal Revenue Service.

(2) Payee subject to backup
withholding. After the Internal Revenue
Service provides the notices described
in paragraph (f)(1) of this section, the
Internal Revenue Service will send
notices to payors under paragraph (c)(1)
of this section unless—

(i) A payee obtains a determination
under paragraph (g) of this section; or

(ii) In the case of a payee who has
filed a tax return, the Internal Revenue
Service has not assessed the deficiency
attributable to the underreporting.

(3) Disclosure of names of payors and
brokers. Pursuant to section 3406(c)(5)
the Internal Revenue Service may
require a payee subject to withholding
due to notified payee underreporting to
disclose the names of all the payee’s
payors of reportable interest or dividend
payments and the names of all of the
brokers with whom the payee has
accounts which may involve reportable
interest or dividend payments. To the
extent required in the request from the
Internal Revenue Service, the payee
must also provide the payee’s account
numbers and other information
necessary to identify the payee’s
accounts.

(4) Backup withholding certification.
After a payee receives a final notice
from the Internal Revenue Service under
paragraph (f)(1) of this section, the
payee is not permitted to certify to any
payor or broker, under penalties of
perjury, that the payee is not subject to
withholding under section
3406(a)(1)(C), until the payee receives
the certification from the Internal
Revenue Service under paragraph (g) of
this section advising the payee that the
payee is no longer subject to


