HEGEDERS

August 31, 2018

Ms. Carol Weiser

Deputy Benefits Tax Counsel
U.S. Department of the Treasury
1500 Pennsylvania Ave, NW
Washington, DC 20220

Ms. Victoria Judson

Associate Chief Counsel

Tax Exempt and Government Entities
Internal Revenue Service

1111 Constitution Avenue, NW
Washington, DC 20224

Mr. Stephen Tackney

Deputy Associate Chief Counsel
Employee Benefits

Internal Revenue Service

1111 Constitution Avenue, NW
Washington, DC 20224

Mr. William Evans

Attorney-Advisor, Office of Benefits Tax Counsel
U.S. Department of the Treasury

1500 Pennsylvania Ave, NW

Washington, DC 20220

Ms. Cynthia Van Bogaert

Associate Chief Counsel

Tax Exempt and Government Entities
Internal Revenue Service

1111 Constitution Avenue, NW
Washington, DC 20224

Re: Revenue Ruling 2018-17 Withholding and Reporting with Respect to Payments from IRAs

to State Unclaimed Property Funds

Ladies and Gentlemen,

The Holders Coalition appreciates your willingness to discuss with us our concerns relating to
Revenue Ruling 2018-17 (the “Ruling”), which could be construed to impose withholding and reporting
requirements on holders of unclaimed IRA accounts when they transfer assets from a shareholder’s
IRA account to a state pursuant to that state’s unclaimed property law. Members of the Holders
Coalition represent a diverse group of institutions impacted by the Ruling, including broker dealers,
investment companies (mutual funds), banks etc. that serve as custodians or record keepers for
traditional IRAs.

The Ruling provides that when an IRA account is transferred to a state pursuant to the state’s
abandoned property law, the account becomes subject to federal income tax withholding under 83405
of the Internal Revenue Code (“IRC”) and Form 1099-R reporting under 8408 of the IRC. This Ruling
raises concerns for institutions that have responsibilities under both the IRC and the federal securities
laws; therefore, we urgently seek clarification and guidance from the Internal Revenue Service (“IRS”)
regarding compliance with the Ruling. In particular, the Ruling raises concerns for the members of the
Holders Coalition and other institutions that maintain IRA assets on behalf of IRA owners when the
IRA account does not consist only of cash, but is instead comprised of securities (including equities,
debt securities, mutual funds and limited partnership units). This is because the Ruling appears to
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presume that the holders of these accounts have authority to liquidate securities on behalf of the
investor, which we do not believe is authorized under the federal securities laws. That is, if the
account consists of securities, compliance with the Ruling would require a breach of federal securities
law, in that it would necessitate liquidation of the securities to comply with the Ruling’s withholding
and tax payment requirements.

The federal securities laws at issue are designed to protect investors. They preclude holders
(including broker-dealers and mutual fund transfer agents, among others) of securities accounts —
including IRA accounts — from liquidating some or all of a customer’s account without either
authorization from the owner to do so or pursuant to a court order, which affords the account owner
due process. State abandoned property laws themselves do not require the liquidation of a
shareholder’s account without the shareholder’s consent. Instead, when an IRA or other asset in a
shareholder’s account is deemed abandoned under state law, the entirety of the account is
transferred from the IRA account to a state account with the same institution pursuant to the state’s
abandoned property law, where the assets are then held by the state for the owner.

An example of the regulatory requirements designed to protect an owner’s interest in an account held
at a broker-dealer is Financial Industry Regulatory Authority (“FINRA”) Rule 408(a), which defines
prohibited conduct to include “[p]urchasing or selling securities in a customer's account without first
contacting the customer and receiving the customer's authorization to make the sale or purchase.”
Holders subject to FINRA'’s rule are concerned with the regulatory and civil liability they are likely to
incur as a result of liquidating a customer’s account without lawful authority to do so. Similarly,
pursuant to 17 CFR 8§240.17Ad-12, Securities and Exchange Commission Rule 17Ad-12 prohibits a
transfer agent from liquidating the shares of its clients’ shareholders.

Most states that receive escheated accounts holding securities liquidate such securities after
maintaining them for a specified period of time. Notwithstanding such liquidation, the proceeds from
the sale of the securities are held for the account owner should he or she — or their beneficiaries —
claim the securities. In other words, while the states, upon liquidation of any securities held in an
IRA account, would be in a position to pay any required tax withholding due on such account when it
is liquidated (distributed), the same is not true of the financial institution that transfers those assets to
the state under a state’s unclaimed property law.

Due to the Ruling’s impending implementation date of January 1, 2019, we believe the substantial
issues it raises need to be resolved as soon as practicable. It is for this reason that we have

respectfully requested a meeting with representatives of the IRS and the Treasury Department. We
very much appreciate your interest in working through these issues with us.

Sincerely,

Toni J. Nuernberg, CAE
Holders Coalition Administrator

8441 Wayzata Blvd, Suite 270 ¢ Golden Valley, MN 55426-1368



HEGEDERS

The Holders Coalition ("Coalition") represents institutions whose members hold or represent owners of property.
The Coalition was initially formed to assist the Uniform Law Commission ("ULC") develop and approve the
Revised Uniform Unclaimed Property Act of 2016 ("RUUPA 2016"). Throughout the multi-year process, the
members of the Coalition earnestly worked with the ULC's Drafting Committee and other participating
stakeholders to develop the RUUPA 2016, sharing valuable testimony, insight, and expertise on legal,
regulatory, technical, and operational matters. With the adoption of the RUUPA 2016 by the ULC, the Coalition
continues to work together to address common issues impacting the owners of property.

Holders Coalition Members

Because of the breadth of issues being considered by the Holders’ Coalition and the collaborative nature of our discussions, not all signatories
to this letter are equally impacted by the issues for which we make a collective recommendation. The recommendations of the Holders’
Coalition do not necessarily reflect the views of all present or future clients, attorneys, or members of each participant in the Coalition.

Signatories to this letter with differing views will advance them separately from the collective recommendations.

ALSTON & BIRD, LLP INVESTMENT COMPANY INSTITUTE (ICI)
John Coalson, Partner Tami Salmon, Senior Associate Counsel
john.coalson@alston.com tamara(@ici.org

Phone: (404) 881-7482 Phone: (202) 326-5800

AMERICAN BANKERS ASSOCIATION (ABA) LINKING ASSETS, INC.

Megan Michiels, VP, Senior Counsel II Christa DeOliveira, CIA, CCEP, Compliance Officer
mmichiels@aba.com christa.deoliveira@linkingassets.com

Phone: (202) 663-5030 Phone: (801) 274.0342

AMERICAN COUNCIL OF LIFE INSURERS (ACLI) REED SMITH

Michael Lovendusky, VP & Assoc.Gen Cnsl Sara Lima, Partner

michaellovendusky@acli.com slima@reedsmith.com

Phone: (202) 624-2390 Phone: (215) 851-8872

BAILEY CAVALIERI LLC SECURITIES IND. & FINANCIAL MKTS ASSOC. (SIFMA)
Jameel Turner, Partner William Leahey, Vice President
jturner@hbaileycav.com wleahey@sifma.org

Phone: (614) 229-3260 Phone: (212) 313-1127

BORDEN CONSULTING GROUP SECURITIES TRANSFER ASSOCIATION (STA)
J ennifer Borden Todd J. May, President

jborden@bcg-up.com todd.j.may@wellsfargo.com

Phone: (781) 307-1300 Phone: (651) 450-4054

COUNCIL ON STATE TAXATION (COST) SHAREHOLDER SERVICES ASSOCIATION (SSA)

Patrick Reynolds

Bernadette Maffei, President
preynolds@cost.org

bernadette_maffei(@comcast.net
Phone: (202) 484-5228 Phone : (215) 286-7424

GEORGESON INC.

Cindy Nisley, Chief Operating Officer
Cindy.nisley(@computershare.com
Phone: (312) 735-4310

THRIVENT FINANCIAL
David Westmark, Senior Counsel
david.westmark@thrivent.com
Phone: (920) 628-3615
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US CHAMBER INSTITUTE LEGAL REFORM

TRUE PARTNERS CONSULTING LLP Kristina Sesek
Cathleen Bucholtz ksesek(@uschamber.com
cathleen.bucholtz@tpxtax.com Phone: (202) 463-5424

Phone: (818) 650-5801

UNCLAIMED PROPERTY PROFESSIONALS ORG (UPPO)

Toni Nuernberg, Executive Director

toni@uppo .org
Phone: (763) 253-4344
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