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QI Update - Final Qualified Intermediary 
Agreement released 
2 January 2017 

 
On 30 December 2016, the IRS released the final Qualified Intermediary 
Agreement (Final QIA) as part of the Revenue Procedure 2017-15. The Final 
QIA applies from 1 January 2017 but certain elements, in particular those related 
to the Qualified Derivatives Dealer (QDD) status, benefit from a phased-in 
implementation. 

Actions required 

• A QI that seeks to renew its QIA must do so through the dedicated online 
portal before 31 March 2017. In that case, the QIA will be considered to 
be effective as of 1 January 2017. A user guide is available to assist QIs 
with the creation and management of their online account. It is worth 
noting that the QI portal is separate from the FATCA portal. 

• QIs must implement a QI compliance program that includes policies, 
procedures, and trainings relevant for complying with QI obligations under 
the QIA. As part of the compliance program, the QI responsible officer 
needs to (1) certify the adequacy of internal controls and (2) designate an 
internal or external reviewer to conduct a periodic review of (a sample of) 
accounts. 

• QIs that issue, trade, or are part of the payment chain of derivative 
instruments covered by section 871(m) (i.e., derivatives linked to US 
equities) need to assess their state of readiness as well as demonstrate 
“good faith efforts” in implementing and complying with section 871(m). 
Such QIs may also need to decide as to whether they should apply for the 
QDD status in order to avoid multiple layers of taxation on derivative 
payouts or underlying dividend payments. 
 

 
 
 
 
 
 
 
 

https://www.irs.gov/pub/irs-drop/rp-17-15.pdf
https://www.irs.gov/businesses/corporations/qualified-intermediary-system
https://www.irs.gov/businesses/corporations/qualified-intermediary-system
https://www.irs.gov/pub/irs-pdf/p5262.pdf


 
 
Summary of the main changes 

The Final QIA generally follows the proposals from Notice 2016-42 (Proposed QIA) 
issued in July 2016 with several notable exceptions: 

 2014 QIA  
(Rev. Proc. 2014-39) 

Proposed QIA 
(Notice 2016-42) 

Final QIA 
(Rev. Proc. 2017-15) 

Compliance 
certifications 

Internal compliance 
program as part of 
which the responsible 
officer is required to 
make a periodic 
certification of internal 
controls. 

Internal compliance 
program as part of 
which the responsible 
officer is required to 
make (1) a periodic 
certification of internal 
controls and (2) 
perform a periodic 
review of accounts by 
either an internal or 
external reviewer. 

Internal compliance 
program as part of 
which the responsible 
officer is required to 
make (1) a periodic 
certification of internal 
controls and (2) 
perform a periodic 
review of accounts by 
either an internal or 
external reviewer. 

Statistical 
sampling for 
periodic review 

Statistical sampling 
allowed but no specific 
prescriptions as to the 
sampling methodology 
to be used. 

Statistical sampling 
allowed provided that 
the QI has 50 or more 
accounts to review. The 
Proposed QI Agreement 
also included a “safe 
harbor” method for 
determining a 
statistical sample of 
accounts for the 
periodic review. 

Statistical sampling 
allowed provided that 
the QI has 50 or more 
accounts to review. The 
Proposed QI Agreement 
also included a “safe 
harbor” method for 
determining a statistical 
sample of accounts for 
the periodic review. 
“Spot checks,” whereby 
the internal or external 
reviewer reviews a 
subset of the sample 
for certain parts of the 
review, are allowed. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

 

 

Timing of 
certifications 

Certification due by 1 
July of the year 
following the end of the 
certification period. 

Certification due by 1 
July of the year 
following the end of the 
certification period (for 
example, 1 July 2018 
for a certification period 
ending 31 December 
2017). 

For QIs using the third 
year (i.e., 2017) as the 
certification period for 
their periodic reviews, 
certification is due by 
31 December of the 
year following the end 
of the certification 
period (for example, 31 
December 2018 for a 
certification period 
ending 31 December 
2017). 

 

For QIs using the first 
or second year (i.e., 
2015 or 2016) as the 
certification period for 
their periodic reviews, 
certification is due by 1 
July of the year 
following the end of the 
certification period. 

Term of 
agreement 

QIA valid for three 
years 

QIA valid for three 
years 

QIA valid for six years 

Validity Period 
for 
Documentary 
Evidence and 
Treaty 
Statements 

  Treaty statements have 
a three-year validity 
period. The Treasury 
Department and the 
IRS are considering 
applying the same 
three-year validity 
period to documentary 
evidence obtained QIs 
supporting an account 
holder’s claim for treaty 
benefits to align with 
the validity period of 
the treaty statement. 

Qualified 
Derivative 
Dealer regime 
/ section 
871(m) 

Regime did not exist 
before 1 January 2017. 

Section 871(m) is fully 
applicable from 1 
January 2017. QIs have 
the option to become 
QDDs to avoid multiple 
layers of taxation on 
derivative payouts or 
underlying dividend 
payments. 

Phased-in 
implementation of 
section 871(m) 
supplemented by the 
“good faith effort” rule 
(requiring QIs to be 
able to demonstrate 
that relevant efforts 
have been made in 
respect of section 
871(m) implementation 
even if such 
implementation may 
not have been 
finalised). QIs have the 
option to become QDDs 
to avoid multiple layers 
of taxation on 
derivative payouts or 
underlying dividend 
payments. 



 
 

 

 

 

  Section 871 (m) 
amount: sum of the 
amounts by which, for 
each dividend on each 
underlying security, (A) 
the dividends on 
underlying securities 
associated with 
potential section 
871(m) transactions 
and dividend equivalent 
payments that a QDD 
receives in its dealer 
capacity exceed (B) the 
dividend equivalent 
payments and the 
qualifying dividend 
equivalent offsetting 
payments that a QDD 
makes with respect to 
the same dividend in its 
dealer capacity. 

Section 871(m) 
amount: result of the 
multiplication of (A) the 
QDD’s net delta 
exposure to the 
underlying security for 
the applicable dividend 
by (B) the applicable 
dividend amount per 
share. Net delta 
exposure to an 
underlying security for 
an applicable dividend 
is the amount 
(measured in number 
of shares) by which (A) 
the aggregate number 
of shares in the 
underlying security that 
the QDD has exposure 
to as a result of 
positions in the 
underlying security 
(including as a result of 
owning the underlying 
security) with values 
that move in the same 
direction as the value of 
the underlying security 
(the long positions) 
exceeds the aggregate 
number of shares in the 
underlying security that 
the QDD has exposure 
to as a result of 
positions in the 
underlying security 
(including as a result of 
owning the underlying 
security) with values 
that move in the 
opposite direction from 
the value of the 
underlying security (the 
short positions). The 
net delta exposure 
calculation only 
includes long positions 
and short positions that 
the QDD holds in tis 
equity derivatives 
dealer business. 

 

 

 

 

 
 
 
 

 



 
 

  QDD tax liability: sum 
of the a QDD’s section 
881 tax liability for (A) 
its section 871(m) 
amount, (B) its 
dividends that are not 
on underlying securities 
associated with 
potential section 
871(m) transactions 
and its dividend 
equivalent payments 
received as a QDD In 
its non-dealer capacity 
and (C) any payments 
such as interest, 
received as a QDD with 
respect to potential 
section 871(m) 
transactions r 
underlying securities 
that are not dividend or 
dividend equivalent 
payments. 

QDD tax liability: the 
sum of (A) for each 
dividend on each 
underlying security, the 
amount by which its tax 
liability under section 
881 for its section 
871(m) amount 
exceeds the amount of 
tax paid by the QDD in 
its capacity as an 
equity derivatives 
dealer under section 
881(a)(1) on that 
dividend, (B) its tax 
liability under section 
881 for dividend 
equivalent payments 
received as a QDD in its 
non-equity derivatives 
dealer capacity, and (C) 
its tax liability under 
section 881 for any 
payments, such as 
dividends or interest, 
received as a QDD with 
respect to potential 
section 871(m) 
transactions that are 
not dividend or 
dividend equivalent 
payments to the extent 
the full liability was not 
satisfied by 
withholding. 

  Timing for QDD tax 
liability payments: in 
the same time and 
manner as required for 
withholding on the 
applicable payments. 

Timing for QDD tax 
liability payments: 
quarterly estimates of 
the QDD tax liability 
that will be added to 
the QI’s tax liability and 
fling an appropriate 
U.S. tax return. 

  Eligible entities: an 
eligible entity is: (1) a 
dealer in securities that 
is subject to regulatory 
supervision, (2) a bank 
that issues potential 
section 871(m) 
transactions to 
customers and receives 
dividends or dividend 
equivalent payments 
pursuant to potential 
section 871(m) 
transactions to hedge 
those transactions 
issued to customers; or 
(3) an entity that is 
wholly-owned by a 
bank and that issues 
potential section 
871(m) transactions to 
customers and receives 
dividends or dividend 
equivalent payments 
pursuant to potential 
section 871(m). 

Eligible entities: In 
additional to the eligible 
entities from the 
Proposed QIA, the 
following entities are 
also eligible to apply for 
the QDD status: (1) a 
branch, (2) a bank 
holding company or a 
wholly-owned 
subsidiary of a bank 
holding company and 
(3) any other person 
acceptable to the IRS. 



 
 
 

If you have any queries regarding the above, please do not hesitate to contact us. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Deloitte is a multidisciplinary service organisation which is subject to certain regulatory and professional restrictions on the types of 
services we can provide to our clients, particularly where an audit relationship exists, as independence issues and other conflicts of 
interest may arise. Any services we commit to deliver to you will comply fully with applicable restrictions. 

Due to the constant changes and amendments to Luxembourg legislation, Deloitte cannot assume any liability for the content of 
this leaflet. It shall only serve as general information and shall not replace the need to consult your Deloitte advisor. 

About Deloitte Touche Tohmatsu Limited: 

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of 
member firms, each of which is a legally separate and independent entity. Please see www.deloitte.com/lu/about for a detailed 
description of the legal structure of Deloitte Touche Tohmatsu Limited and its member firms. 

Deloitte provides audit, tax, consulting and financial advisory services to public and private clients spanning multiple industries. 
With a globally connected network of member firms in more than 150 countries, Deloitte brings world-class capabilities and deep 
local expertise to help clients succeed wherever they operate. Deloitte has in the region of 200,000 professionals, all committed to 
becoming the standard of excellence. 

© 2017 Deloitte General Services 

Designed and produced by MarCom at Deloitte Luxembourg 
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Eric Centi 
Partner - Tax - Global Financial Services 
Industry 
Tel/Direct: +352 451 452 162 
ecenti@deloitte.lu 

Pascal Eber 
Partner – Operations Excellence 
Tel/Direct: +352 451 452 649 
peber@deloitte.lu 

Nenad Ilic 
Director - Tax - Global Financial Services 
Industry 
Tel/Direct: +352 451 452 046 
neilic@deloitte.lu 

Anthony Tremblier 
Senior Manager - Tax - Global Financial 
Services Industry 
Tel/Direct: +352 451 452 203 
atremblier@deloitte.lu 

Alexandre Havard 
Senior Manager – Operations Excellence 
Tel/Direct: +352 451 453 148 
ahavard@deloitte.lu 
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