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WITHHOLDING AGENTS: PARTIAL
SUSPENSION OF U.S. - RUSSIA INCOME
TAX TREATY

On June 21, 2024, the IRS issued Announcement 2024-26" notifying of the partial suspension
of the United States - Russia income tax treaty.

The suspension will take effect both for taxes withheld at source and in respect of other
taxes on August 16, 2024, and will continue until otherwise decided by the two
governments.

Consequently, Qualified Intermediaries (“Qls”) are required to start withholding at the
statutory 30% tax rate on payments of U.S. source income made to recipients that may have
previously been granted with treaty benefits under the U.S. - Russia income tax treaty.

ACTIONS TO BE TAKEN

Qls should review all payments previously made to Russian domiciled account holders and
make the necessary adjustments to ensure the application of the new rate, i.e., 30%, to
avoid liability for failure to withhold at the correct rate.

From an operational perspective, a series of adjustments and actions should be taken by Qls
by August 16, 2024, including, but not limited to:
» Communication with the impacted account holders notifying them of these changes,

» Update of IT system to reflect the new U.S. withholding tax rate applicable to the
Russian domiciled account holders, i.e., 30%,

» Update of the settlement routine for Qls using asset based allocation, and reallocation
of the potentially impacted assets to the correct withholding rate pool account.

1IRS Announcement 2024-26



https://www.irs.gov/pub/irs-drop/a-24-26.pdf
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This publication has been carefully prepared, but it has been written in general terms and should be seen as containing broad guidance only.

This publication should not be used or relied upon to cover specific situations and you should not act, or refrain from acting, upon the information

contained in this publication herein without obtaining specific professional advice.

Please contact the appropriate BDO Member Firm to discuss these matters in the context of your particular circumstances.

No entity of the BDO network, nor the BDO Member Firms or their partners, employees or agents accept or assume any liability or duty of care for any loss arising from any
action taken or not taken by anyone in reliance on the information in this publication or for any decision based on it.

BDO is an international network of public accounting firms, the BDO Member Firms, which perform professional services under the name of BDO. Each BDO Member Firm is a
member of BDO International Limited, a UK company limited by guarantee that is the governing entity of the international BDO network.

Service provision within the BDO network is coordinated by Brussels Worldwide Services BVBA, a limited liability company incorporated in Belgium with its statutory
seat in Brussels.

Each of BDO International Limited (the governing entity of the BDO network), Brussels Worldwide Services BVBA and the member firms of the BDO network is
a separate legal entity and has no liability for another such entity’s acts or omissions. Nothing in the arrangements or rules of the BDO network shall
constitute or imply an agency relationship or a partnership between BDO International Limited, Brussels Worldwide Services BVBA and/or the
member firms of the BDO network.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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