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The Honorable: Kenneth W, 'Datn
Deputy Secretary

Department of the Treasury :
1500 Pennsylvania Avenue, N.W.
Waghington, D.C. 2!}22!]

[ear Deputy Sem:tarj’ Dam

On behalf of the ame.nnan ‘Bankers Associalion mBﬁ), Tam vmtmg tn .
reiterate our pnmu-:nn conceming & proposed tax 1 1le requiring U.S. ﬁnanmal
institulions to rqm:t bank depnsu interest paid to mn.tcndem alll:ns who
reside in'15 specified countries (REG-133254-02)." We greatly appraﬁmte
your taking the time to consider the views of the ABA on this inyportant tax
issue. The ABA brings together all caregories of banking institations to best
represent the interests of a rapidly changing industry, Its membership, which
includes community, regional, and money center banks and holding
companies as well as savinge associations, trust companies and sa'umgs banks
- makes ABA the largest hanking trade associaticn in lhe munt:y

A5 you may bo aware, the 'ABA strongly opposed prﬂpﬂsad regulahnm lssucd
early last year that réquired similar reporting to a 1 nonresident alien bank |
custorners. ‘Those regulations were subsequently withdrawn and re-proposed
on Angust 2, 2002 - reducing the number of coun tries for which nonresident
alicn reporting wonld be required. On Novembe: 14, 2002 ABA submitted
comments outlining sp:c:l.ﬁc ﬂ!!purtmg burdens th 2 ve-proposed regulations
would impose on hauhng institutions, and refereiced our policy concems that
were detailed in several previous submissions to. he Treasury Department and
the IRS. These policy concemns-are still valid despite the fact thauima Te-
proposed regulations have been scaled-back.

The ABA is concerned about the adverse conseqh .qm'mmﬁnﬁ from these
reporting mquimmmtﬁ. The required reporting o :'fc-rc:i@ dtpcrﬁtmx.:rast

' The propossd ::guh'ﬂum require ‘rfpamng ﬂrt'-:'lcpc:usn. inn rest ag:gre,aﬂng im ar :mme &n
deposits from U5, bank accounis to nonresident individuals residing in Apstralia, Dearnark,
Finlapd, France, Germany, Greece, Treland, (tly, the Nethe elands, New Zeﬂnnd, MNorway,
Portugal, Spain, Sweden, and the United Kinadom. Currerily, such :spmﬁng is unl}' required
for individuals v-rhu are residents of Canada.



deviates from longstanding policies designed to enc surage for¢ign investment in
the T1.8., thereby placing U.S. banks at & competitiv: disadvantage in the .
intornational marketplacs. It is our position that the imposition-of these rules will
drive low cost hank deposit funding to foreign banks with ro cotresponding
voluntary compliance in the depositor's country ofesidence. In addition, we
eannot ascertain any compliance objective or revem e collegtion otive that
justifies imposition of tliese burdensome rules en ar industry already saddled
with heavy regulatory burdens. The administrative burdens.gre significant and
may require banking institutions to perform costly znd labor-intensive fanctions,
some of which must be manually performed. Finally, we are concerned about
language in the proposal that allows the Treasury D zpartment and fhe IRS, at
their discretion, to expand the list of countries for which reporting would be
required. Given the likely impact réporting would I ave oribanking inftitutions
and intermational irade and tax policy, coordination with the Congress and the:
federal banking agencies is essential. o S

For ihe above-referenced reasons; ABA urpes the T easury Departmerit to
withdraw the proposed tax rules requiring deposit in terest reporting to

nenresident aliens. ‘We are available to provide you with any additional
information and look forward to working with you 1 this important, tax matter.

Sincerely,

ce: Peter R. Fisher, Under Secretary for Domestic “inance
Department of Treasury - .
Pamela F. Olseri, Deputy Assistant Secretary for Tax Policy -
Department of Treasury o
Josh Bolton, Assistant to-the President and Deg dty Chief of Staff for Policy
The White House A -
Alan Greenspan, Chairman |
Federa! Reserve System

Donald B. Pawedl, Chainnan
Federal Deposit Insurance Corperation



