T.C. Meno. 2001-12

UNI TED STATES TAX COURT

Rl GGS NATI ONAL CORPORATI ON & SUBSI DI ARIES, f.k.a. RIGGS NATI ONAL
BANK AND SUBSI DI ARI ES, Petitioner v.
COW SSI ONER OF | NTERNAL REVENUE, Respondent”

Docket No. 24368- 89. Filed January 22, 2001.

Joel V. WIllianson, Thomas C. Durham Kim M Boyl an, Charl es

W Hall, and Stephen M Fel dhaus, for petitioner.

Theodore J. Kletnick, Wlliam G Merkle, Rebecca |.

Rosenberg, and Robert T. Bennett, for respondent.

*

Thi s Menor andum QOpi ni on suppl enents our OQpinion in
Riggs Natl. Corp. & Subs. v. Comm ssioner, 107 T.C 301 (1996),
revd. and remanded 163 F. 3d 1363 (D.C. Cr. 1999).




-2 -
SUPPLEMENTAL MEMORANDUM FI NDI NGS OF FACT AND OPI NI ON

JACOBS, Judge: This case is before us on renand from the
Court of Appeals for the District of Colunbia Crcuit. See R ggs
Natl. Corp. & Subs. v. Comm ssioner, 163 F.3d 1363 (D.C. Cr.

1999), revg. and remanding 107 T.C 301 (1996).

The crux of the dispute involves petitioner’s entitlenent to
foreign tax credits under section 901! during years 1984 through
1986 for Brazilian incone tax purportedly wi thheld and paid by
Banco Central do Brasil (the Central Bank) with respect to its
restructuring debt interest remttances to petitioner. The
specific issues for decision are: (1) Wiether the Central Bank in
fact paid withhol ding taxes on petitioner’s behalf; and if so, (2)
whet her the Brazilian withholding tax potentially creditable to
petitioner nust be reduced by the amount of any subsidies that the
Central Bank may have received.

In RRggs Natl. Corp. & Subs. v. Conmi ssioner, 107 T.C. at 360

(Riggs 1), we concluded that petitioner was not “legally liable”
for purported Central Bank wthholding tax paynents, since we
determ ned that the Central Bank was not required, under Brazilian
law, to pay withholding tax on its restructuring debt interest
remttances to petitioner. W further determned that the

w thholding tax purportedly paid by the Central Bank on its

1 Al section references are to the Internal Revenue Code
for the years in issue.
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restructuring debt interest remttances to petitioner was a
nonconpul sory anmount, rather than a tax. Thus, we held that the
purported wthholding tax paynments were not creditable to
petitioner. See id. As a result, we did not decide whether the
purported w t hhol di ng tax paynents were in fact nade by the Central
Bank. See id. at 360-361

The Court of Appeals concluded that: (1) A March 1984
Brazilian IRS private letter ruling issued to the Central Bank was
a “conpul sory order” by the Brazilian Finance Mnister to the
Central Bank mandating that the latter pay the purported
w t hhol ding taxes, and therefore, (2) petitioner was “legally
liable” for the purported w thhol di ng tax paynents the Central Bank
made on petitioner’s behal f. The Court of Appeals remanded the
case to us to decide certain matters concerning petitioner’s
entitlenent to foreign tax credits as a consequence of petitioner’s
being “legally liable” for the purported w thholding tax paynents

made by the Central Bank on petitioner’s behalf. Riggs Natl. Corp.

& Subs. v. Comm ssioner, 163 F.3d at 1369.°2

2 Anong ot her things, the Court of Appeals directed us to
determ ne which of petitioner’s restructuring debt |oans were
subject to the March 1984 Brazilian IRS ruling. The parties have
now stipulated in evidence an exhibit that lists those | oans and
interest paynents. This exhibit also lists and summarizes the
rel ated w thhol ding recei pts and ot her docunents in the record
that were issued in connection with each of the w thhol ding tax
paynents that petitioner contends the Central Bank nade on its
behal f.
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We incorporate herein the findings of fact set forth in Ri ggs
| by this reference. W also incorporate herein the stipulations
and exhibits in Rggs | by this reference. For ease of
under st andi ng, we repeat those facts set forth in Rggs | we deem
necessary to clarify the supplenental findings set forth herein and
t he ensui ng di scussion resolving the issues for decision.

A. Backgr ound

Petitioner was one of hundreds of banks that were involved in
the restructuring of Brazil's foreign debt in the early to md-
1980's. As relevant hereto, the restructuring of Brazil’'s foreign
debt was divided into three phases. The Central Bank served as the
borrower under certain agreenents entered into in connection with
phase |, phase 1l, and phase 11l of Brazil’s foreign debt
restructuring; the Brazilian Governnent guaranteed the Central
Bank’ s obligations under these agreenents.

As of the tinme of the phase | restructuring negotiations,
there were as many as 600 foreign |enders holding outstanding
Brazilian loans. Collectively, these | enders had i ssued thousands
of outstanding |oans to nunerous Brazilian borrowers. Because it
was not feasible to have the foreign lenders and their Brazilian
borrowers renegotiate all these loans, the deposit facility
agreenent (DFA) nechani sm was devi sed. Prior outstanding |oans
were left in place. VWen a prior loan borrower made a |oan

paynment, the paynent would be deposited with, and held by, the
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Central Bank pursuant to a new |loan entered into by the Centra
Bank and the foreign | ender.

As a part of the restructuring, Brazil needed to obtain
additional foreign capital to enable its econony to function. Mich
of this additional foreign capital was furnished under the credit
guaranty agreenent (CGA) entered into by the Central Bank and sone
of the foreign lenders. Only the 170 foreign |l enders holding the
| ar gest anmounts of outstanding Brazilian |oans participated in the
phase | CGA.®* In contrast, alnbst all of the foreign |enders
participated in the phase Il CGA *

The loans made to the Central Bank under the phase | DFA,
phase | CGA, phase Il DFA, and phase Il CGA were net | oans® that
had repaynent terns of 7 to 9 years. |In the phase | and phase |
DFA's and CGA's, provisions were made for funds that would
otherwse be lent to the Central Bank, as borrower, to be
alternatively lent or re-lent to other Brazilian persons and
conpani es. Many of the foreign |l enders wanted their custoners to
have some ability to borrow from the |arge amount of foreign

exchange and capital to be provided by the CGA's and DFA's. The

phase | DFA, phase Il DFA, phase | CGA, and phase Il CGA each
3 Petitioner did not participate in the phase | CGA
4 No phase Il CGA was entered into.
5 Certain consequences to the Brazilian borrower and

foreign | ender which result fromhaving a net |oan, as opposed to
a gross loan, are nore fully discussed infra.
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provided that there would be an initial period of about 16 to 18
nmont hs duri ng whi ch DFA or CGA funds could alternatively be |l ent or
re-lent to other Brazilian persons and conpanies (the relending
period).®

The phase | restructuring agreenents (which included a phase
| DFA that covered the schedul ed debt paynents due in 1983 on prior
outstanding Brazilian |loans and a phase | CGA under which the
Central Bank would be lent up to an additional $4.4 billion) were
entered on February 25, 1983. The phase Il restructuring
agreenents (which included a phase |1 DFA that covered the

schedul ed debt paynents due in 1984 on prior outstanding Brazilian

| oans and a phase || CGA under which the Central Bank woul d be | ent
up to an additional $6.5 billion) were entered on January 27, 1984.
The phase 111 restructuring negotiations began around the

fall of 1984 and continued through July 1986. On July 25, 1986,
Brazil and its foreign | enders signed the phase |1 DFA. The phase
11 DFA covered the schedul ed Brazilian foreign debt paynents due
in 1985 and 1986. Under the phase Il DFA, any 1985 debt paynents

woul d be available for relending to other Brazilian persons and

6 In connection with the phase Il restructuring
negoti ations, the relending period for the phase Il DFA was
extended from June 30, 1985, to April 1986, and the rel ending
period for the phase Il CGA was extended from June 30, 1985, to
March 1986
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conpani es during a specified relending period; 1986 debt paynents,
on the other hand, would not be available for relending.

The phase | DFA and the phase Il DFA did not cover foreign
debt paynents that were due after January 1, 1985. During the
phase 111 negotiations, Brazil and its foreign |lenders agreed to
six interimloan arrangenents under which debt paynents due from
Brazilian borrowers after January 1, 1985, would be held by the
Central Bank as “interim deposits”. These interim arrangenents
required the Central Bank to pay the foreign |lenders interest on
the interimdeposits on a “net quoted” basis (which is discussed
infra). The interimarrangenents did not provide for any rel endi ng
period, as the Brazilians and the foreign | enders envisioned that
these interi mdeposits woul d be roll ed over into and covered under
t he phase 111 DFA.

The phase | DFA, phase | CGA, phase Il DFA, phase Il CGA, and
phase |11l DFA | oans were foreign currency |oans. Each | oan was
made, and was to be repaid, in a specified foreign currency.

B. Brazilian Requl ati on of Foreign Lending in General

Brazil inposed restrictions on the receipt and exchange of
foreign currency. By law, all loans fromforeign | enders had to be
registered and approved by the Central Bank. Through a

regi stration process, the Central Bank set the range of acceptable
interest rates, and periodically established the m ni mumrepaynent

terms, of |oans. Once the Central Bank approved a | oan, the | ender
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remtted the proceeds (in foreign currency) to the borrower via a
commercial bank in Brazil. The Brazilian bank converted the
foreign currency into Brazilian currency by nmeans of an exchange
contract, whereby the borrower sold the foreign currency to the
bank for Brazilian currency at the official exchange rate
periodically set by the Central Bank.

The Brazilian borrower received a certificate of registration
that enabled the borrower to effect paynent of interest, and
principal, in the foreign currency in which the | oan was nade. On
each paynent date, the borrower purchased foreign currency froma
Brazilian bank at the official exchange rate. The Brazilian bank
then tendered the foreign currency to the foreign | ender.

C. Paynent of the Wthholding Tax CGenerally

Where withhol ding tax was required, Brazilian | aw prohibited
remttance of an interest paynent to a foreign | ender w thout proof
of paynent of the withholding tax on the interest remtted abroad.
Under Brazilian law, the borrower initiated paynent of the
wi thholding tax by submtting a Docunento de Arrecadacao de
Receitas Federais (DARF) and the acconpanying tax paynent to a

commerci al Brazilian bank. The bank maki ng the interest paynment in



- 9 -
foreign currency (which was subject to Brazilian tax) required the
borrower to submt a conpl eted DARF and t he tax paynent as evi dence
t hat the proper anount of the tax had been paid.”’

D. Net Loans and Gross Loans

As previously indicated, phase | DFA phase | CGA, phase |1
DFA, phase Il CGA, and phase |11l DFA | oans were net | oans.

I n maki ng | oans to borrowers in Brazil and other countries, it
was an accepted and common practice anong foreign lenders to
require that interest paynents be nade to themon a “net quoted”’
basis. A net loan is a loan in which the | ender and the borrower
agree that all paynents of principal and interest to the |ender,
under the loan contract, wll be nmade net of any applicable
Brazilian taxes.

Under Brazilian |law, when the Brazilian borrower under a net
| oan assunes the burden of w thhol ding tax, the amount of interest

remtted is considered net of tax and an adjustnent known as a

! The borrower woul d prepare the DARF and deliver a copy
of it, and the registration certificate, to the Brazilian bank
handl i ng the paynent of interest through a foreign exchange
contract. The bank woul d then record the anmpbunt of interest and
tax on the certificate of registration and submt the
certificate, exchange contract, and DARF to the Central Bank for
approval. Follow ng approval by the Central Bank, the bank would
remt the interest to the foreign |lender and return to the
borrower a stanped copy of the DARF, the certificate of
regi stration (stanped), and a copy of the exchange contract. The
borrower would send a copy of the DARF to the foreign | ender,
whi ch then had proof (the DARF) that the w thhol ding tax had been
pai d.
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“gross up” is required for purposes of conputing the w thhol ding
tax. This gross-up adjustnent is conputed as foll ows:

G ossed-up interest = Net interest
1 - Wthholding tax rate

In contrast to a net loan, a gross loan is a loan in which
there is no contractual agreenent between the borrower and the
foreign |l ender to pay taxes i nposed by the borrower’s country. Wth
a gross loan, the Brazilian borrower deducts w thhol di ng taxes that
are due fromthe interest specified under the | oan contract and pays
the I ender the gross interest net of taxes.

From 1970 through 1986, net loans generally were the
predom nant type of |oan extended by foreign | enders to borrowers
in Brazil. Wth a net loan, the foreign | ender shifts the risk of
any increase in taxes inposed by the borrower’s country to the
borrower. Correspondingly, in a net |oan, the borrower, not the
foreign | ender, benefits fromany reduction in or waiver of taxes
i nposed by the borrower’s country.

E. I nstitution of the Subsidy/Pecuniary Benefit

Under Decree-law 1,215, enacted May 4, 1972, the Brazilian
M ni ster of Finance was given discretion to grant a reinbursenent
or reduction of, or exenption from the wi thholding tax on interest
provided: (1) The borrower’s costs were reduced; (2) the |oan was

of national interest; (3) the loan nmet the m ninum repaynent term
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set by the National Mnetary Council;® and (4) the | oan conplied
with other conditions set forth by the Mnistry of Finance.

Decree-law 1,351, which was enacted on October 24, 1974,
aut hori zed the National Monetary Council to tenporarily reduce the
incone tax on interest, commssions, and expenses remtted to
persons residing or domcil ed abroad. On the sane date that Decree-
| aw 1, 351 was enacted, the Central Bank i ssued Resol uti on 305, which
tenporarily reduced the tax on interest, conm ssions, and expenses
recei ved on currency |l oans registered with the Central Bank from 25
percent to 5 percent.

Decree-law 1,411, enacted July 31, 1975, anended Decree-|aw
1,351 and all owed the National Monetary Council to: (1) Reduce the
incone tax on interest, commssions, and expenses remtted to
persons resident or domciled abroad, or (2) grant pecuniary
benefits to Brazilian borrowers receiving loans in foreign currency.

On August 5, 1975, the Central Bank issued Resolution 334,
whi ch revoked Resol ution 305, thereby reinstating the 25-percent
wi thholding tax on interest, conm ssions, and expenses paid on

currency |loans registered with the Central Bank. The w thhol di ng

8 The National Mnetary Council is a Governnent agency
responsi bl e for economc prograns. Its nenbers include the
Fi nance M nister, the Central Bank’s president, and
representatives of the largest Brazilian comrercial banks. The
Fi nance M ni ster presides over the council’s neetings. The
council acts through the Central Bank.
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tax rate remai ned at 25 percent throughout the years relevant to
this case.

F. Mechani cs and Anount of the Subsi dy/ Pecuni ary Benefit

On the sane day that the 25-percent tax on interest was
reinstated (i.e., August 5, 1975), the Central Bank issued
Resol ution 335, which provided that borrowers taking out foreign
loans duly registered with the Central Bank would receive a
pecuni ary benefit equal to 85 percent of the tax paid on interest,
comm ssi ons, and expenses due on such | oans.

Al so on August 5, 1975, the Central Bank issued G rcul ar 266,
whi ch provided in part:

a. a DARF woul d be issued for the paynent of the 25-percent
incone tax on interest resulting fromforeign currency | oans;

b. on the date of paynent, the banking establishnent
recei ving the paynment would, by nmeans of a credit to the borrower’s
account, pay the borrower the equival ent of 85 percent of the i nconme
tax; and

C. t he banki ng establi shnent receiving the tax paynent woul d
debit its own account entitled “Pecuniary Benefit-D.L. 1,411,” and
woul d charge the total value of the pecuniary benefit against the
Central Bank.

On July 26, 1979, the pecuniary benefit was reduced to 50

percent of the tax; on Decenber 7, 1979, the pecuniary benefit was
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increased to 95 percent of the tax; and on My 8, 1980, the
pecuni ary benefit was reduced to 40 percent of the tax.
On June 28, 1985, the pecuniary benefit was reduced to zero
t hrough the issuance of Resolution 1,033 by the Central Bank.?®
Resol ution 1,033 provided, in pertinent part:

BANCO CENTRAL DO BRASI L

Resol uti on no. 1,033

* * * the BANCO CENTRAL DO BRASIL hereby makes it
public know edge that, at a neeting held on this date,
t he NATI ONAL MONETARY COUNCI L * * *

RESCOLVED:

| - The pecuniary benefit specified in Resolution
no. 335, dated 08.05.75, wth l|ater alterations, is
hereby reduced to 0 (zero).

Il - This Resolution will gointo effect on the date
of its publication.

Brasilia (DF), June 28, 1985
Ant oni o Carl os Braga Lewgruber
PRESI DENT

o The parties have stipulated and agreed to use June 28,
1985, as the date relating to the reduction of the pecuniary
benefit to zero. As will be discussed infra, in the tax paynent
docunentation issued to foreign |lenders in connection with the
Central Bank’ s post-June 28, 1985, interest remttances to them
the Central Bank continued to report that it was receiving a
pecuni ary benefit equal to 40 percent of the w thholding tax the
Central Bank was purportedly paying on the foreign | enders’
behalf. As a result, petitioner, on its tax returns, reduced by
40 percent the foreign tax credits it clainmed for Brazilian tax
on the Central Bank’s and other Brazilian borrowers’ post-June
28, 1985, loan remttances to it, even though after June 28,
1985, no Brazilian borrower (including the Central Bank) actually
recei ved a pecuniary benefit in connection with its |oan
remttances made abroad.
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G The March 1984 Brazilian IRS Ruling Issued to the Central Bank

In March 1984, the Brazilian IRSissued a private ruling to the
Central Bank that provided: (1) Beginning January 1, 1984, under
a borrowers-to-be theory, the Central Bank woul d be required to pay
w thholding tax on its restructuring debt interest remttances to
the foreign lenders during the rel ending periods of the DFA's and
CGA's; (2) the Central Bank woul d have to pay this Brazilian incone
tax on or before the |ast business day of the nonth follow ng the
month in which the w thhol ding was nmade; and (3) the Central Bank
woul d be entitled to receive any pecuniary benefit applicable to
such wi t hhol di ng tax paynents the Central Bank nade.

On March 28, 1988, the Brazilian Finance M nister issued
Portaria 164, holding that future restructuring debt interest
remttances of the Central Bank woul d not be subject to w thhol ding
tax. Portaria 164 provided, in pertinent part:

The Mnister of State of Finance, exercising the

authority conferred on himby Decree-law No. 1215 of My

4, 1972, resolves:

| - Exenption from w thholding of incone tax is granted

for remttance of interest, fees, expenses, discounts and

other charges owed to parties resident or domciled

abroad, as a result of |oan transactions, when the tax

burden has been assuned [i.e., there is a net |oan] by a

| egal entity of public internal |aw

Il - The provisions of the preceding itemshall apply to

foreign currency deposits nade at the Central Bank

according to regulations of the National Mnetary
Counci | .
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H. The Central Bank’s Paynent of Wthholding Tax on |Its
Restructuring Debt Interest Renmittances and the Cai xa Uni co System

In Brazil, Banco do Brazil, which anong ot her things operated
as a commercial bank, was the Brazilian National Treasury’'s agent
for paynment of taxes. During 1980 through 1986, the Central Bank
coll ected and paid over to Banco do Brazil, for the account of the
National Treasury, wthholding taxes, export taxes, taxes on
financial operations, and social security taxes. The w thhol ding
taxes the Central Bank coll ected and paid over included w thhol di ng
tax on the salaries of its enployees and withholding tax on its
interest remttances to foreign | enders.

Before 1980, the Central Bank made tax paynents to Banco do
Brazil by issuing an adm nistrative check. The check would be
physi cal ly delivered to Banco do Brazil and then cashed through the
normal check |iquidation and paynent procedure. Beginning in 1980,
there was a change in the manner by which the Central Bank made tax
paynments. Rather than i ssuing an adm nistrative check, the Central
Bank credited Banco do Brazil’s Banking Reserves Account at the
Central Bank with the anmount of the tax paynent.

By law, all comercial banks were required to maintain a
Banki ng Reserves Account at the Central Bank with a m ni num bal ance
equal to 20 percent of their demand deposits. Banco do Brazil,

however, was not subject to this requirenent because the Centra



- 16 -
Bank woul d frequently credit and advance substanti al funds to Banco
do Brazil’s Banking Reserves Account, because of the governnental
functions and operations Banco do Brazil carried out.

Until 1965, when the Central Bank was fornmed, Banco do Brazi
served as the country’s sole nonetary authority. During the tines
relevant to this case, Banco do Brazil was owned 51 percent by the
Brazilian Governnent and 49 percent by private sharehol ders. From
1965 t hrough 1986, Banco do Brazil had four primary functions: (1)
Comrer ci al banki ng, (2) nonetary authority, (3) managenent, control,
and distribution of currency, and (4) responsibility for bank
cl earing. Li ke the Central Bank, Banco do Brazil functioned as:
(1) A lender of last resort to public-sector entities, (2) a
devel opnent bank responsi bl e for various subsidized credit prograns
of the Brazilian Governnent, and (3) a fiscal authority that nanaged
the Brazilian Governnent’s budget. Banco do Brazil and the Central
Bank together performed a nunber of governnental functions,
including their wunified managenent and operation of Brazil’'s
monetary and financial system under what was known as the caixa
uni co system 1

To performits various governnental functions, Banco do Brazi
needed access to funds. Funding was provided by the Central Bank.

When Banco do Brazil, in carrying out its governnmental functions,

10 The Brazilian term “cai xa uni co” means a unified system
of cash or financial nmanagenent.
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woul d draw down its Banking Reserves Account at the Central Bank
bel ow the legally required mninum |l evel, the Central Bank would
advance Banco do Brazil funds sufficient to replenish and maintain
its reserves account at the required level. The Central Bank woul d
| evel Banco do Brazil’s reserves account daily. (Banco do Brazi
and the Central Bank each maintained a novenent account in which
t hey kept track of the funds the Central Bank advanced to Banco do
Brazil.)

The Central Bank financed the Brazilian Governnent’ s operations
and the governnental functions that Banco do Brazil carried out
through its issuance of (1) Brazil’s currency and (2) governnental
securities in the name of the National Treasury. Essentially, the
automatic transfer mechanism previously described (whereby the
Central Bank provided funds to Banco do Brazil though crediting its
Banki ng Reserves Account) recognized and reflected that the
Brazilian Governnment ultimately financed the governnental functions

t hat Banco do Brazil and the Central Bank carried out.?!

11 The record does not reveal whether daily surplus funds
in the Banki ng Reserves Account were turned over to Banco do
Brazil or whether the Central Bank kept such surpluses in
repaynent of the funds it had advanced. Wen the cai xa unico

systemended in 1987, the Central Bank was owed several billions
of dollars by Banco do Brazil. The liability of Banco do Brazi
to the Central Bank, however, was offset by an equival ent
ltability that the National Treasury owed to Banco do Brazil. In

endi ng the cai xa unico system a novation was effected whereby
Banco do Brazil’'s liability to the Central Bank was cancel ed and
the National Treasury directly assuned the liability that Banco
do Brazil owed to the Central Bank
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On its books, Banco do Brazil made entries reflecting: (1)
Transfers of Central Bank tax paynments to Banco do Brazil’s Banki ng
Reserves Account at the Central Bank, (2) collections of Federa
Governnent tax receipts, and (3) deposits of Federal Governnent tax
revenues payabl e upon denmand to the National Treasury.

Fromthe record presented, we cannot determ ne whet her or what
entries were nade on the respective books of the Central Bank and
the National Treasury to reflect the Central Bank’s paynent of
wi t hhol di ng t ax on t he restructuring debt remttances.
Consequently, we are unable to determne: (1) Wether the Central
Bank was rei nbursed by the National Treasury for the w thhol di ng tax
paynments; or (2) whether the Central Bank received the pecuniary
benefit based on the w thhol ding tax paynents. These two matters
were raised in the Central Bank’s ruling request and were di scussed
in the March 1984 Brazilian IRS ruling to the Central Bank.

Begi nning in 1984, the Central Bank i ssued DARF' s to the agent
banks of the foreign lenders to whomit transmtted | oan paynents
under the DFA's and CGA's, reflecting its w thhol ding tax paynents
on restructuring debt interest remttances during the relending
periods of the DFA's and CGA's. From 1984 t hr ough 1988, the Centr al
Bank issued a total of 324 DARF' s to these agent banks. As
explained nore fully infra, these 324 DARF s were group DARF s.

In connection with remtting a particular DFA or CGA interest

paynment to an individual foreign |l ender, the Central Bank did not



- 19 -

issue a separate DARF to that foreign Ilender specifying the
wi thholding tax that had been paid by the Central Bank on that
foreign lender’s behalf on the interest remttance. Rat her, the
af orenenti oned 324 DARF's the Central Bank issued to the foreign
| enders and their agent banks were group DARF s. Each DARF covered
the collective withholding tax the Central Bank had paid on behalf
of an entire group of foreign lenders subject to a particular
wi thholding tax rate (i.e., a 12.5-percent withholding tax rate, a
15-percent withholding tax rate, or a 25-percent w thholding tax
rate). Inits ruling request, the Central Bank, anong ot her things,
requested and received the Brazilian RS s perm ssion to i ssue these
group DARF's. These group DARF' s and ot her supporting docunentation
the Central Bank issued to the foreign I enders in connection with
its restructuring debt interest remttances are discussed infra.

As previously indicated, no w thhol di ng tax paynents were nmade
by the Central Bank on the foreign | enders’ behalf on restructuring
debt interest remttances after Mirch 28, 1988, the date the
Brazilian Finance M nister issued Portaria 164, which provided that
future interest paynments on the restructured debt would not be
subj ect to w thhol ding tax.
|. The Central Bank’s Continued Reports to the Foreign Lenders That
It Received a “Pecuniary Benefit” on Its Wthholding Tax Paynents

on Post-June 28, 1985, Restructuring Debt Interest Remttances to
Them

Not wi t hst andi ng that on June 28, 1985, the pecuniary benefit

had been reduced to zero, the Central Bank, in issuing DARF' s to the



- 20 -
foreign lenders in connection with its post-June 28, 1985,
restructuring debt interest remttances tothem continuedto report
tothe foreign |l enders that it received a “pecuni ary benefit” equal
to 40 percent of the w thholding tax inposed. For exanple, by
| etter dated Novenber 19, 1985, Mncel Borges de Odiveira (M.
Aiveira), a division head of the Central Bank’s Departnent of
Foreign Capital Fiscalization and Registration (FIRCE), forwarded
to Morgan Bank (which served as the agent bank of the foreign
| enders for the phase Il CGA) group DARF s covering purported
wi thhol ding tax the Central Bank had paid on behalf of nunerous
foreign lenders wth respect to its phase Il CGA interest
remttances to themon Septenber 27, 1985. M. diveira s Novenber
19, 1985, letter to Morgan Bank stated, in pertinent part:
W refer to the * * * [phase Il CGA], anong Banco

Central do Brasil (the “Borrower”), Republica Federativa

do Br asi | (the “guarantor”), certain financial

institutions (the “Banks”) and * * * [Myrgan Bank] (the

“Agent ). Ternms in this letter have the sane neaning

described to themin the * * * [phase Il C&.

In this respect, in conpliance with section 6.3 of

the * * * [phase Il C&], we hereby provide you certified

copies of [wthholding] tax receipts evidencing the

paynent by Banco Central do Brasil, effected on

Sept enber/ 85, which are attached.

In his Novenber 19, 1985, letter, M. Qdiveira provided the
exchange rates the Central Bank had used in calculating the
purported w thholding tax inposed with respect to these interest

remttances to various foreign lenders. M. Qiveira al so encl osed

supporting schedules the Central Bank had prepared setting forth
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wWth respect to each specific Septenber 27, 1985, Central Bank
interest remttance to a foreign lender: (1) The w thhol di ng tax
i nposed, (2) the “40-percent pecuniary benefit” the Central Bank
recei ved, and (3) the “60-percent bal ance of actual w thhol di ng tax
paid”. For instance, with respect to the Central Bank’s Septenber
27, 1985, phase Il CGA, tranche | interest remttance to petitioner,

the Central Bank schedule reflected the foll ow ng:

Net I nterest G ossed- Up “Pecuni ary “Bal ance
Remi tt ance Int. Paid Tax Benefit” Tax Pai d”
(U.S. 9 (Cruzeiros)? (Cruzeiros) (Cruzeiros) (Cruzeiros)

17,441. 66 180, 742, 108. 69 45, 185, 527. 17 18,074, 210. 86 27,111, 316. 30

! The Central Bank used the following formula to conpute this anmpunt:

Net int. remttance
G ossed-up = (foreign currency) x Applic. exchange rate
int. paid 1 - Wthholding tax rate
(cruzeiros)

(On Sept. 27, 1985, the Central Bank used an exchange rate of
$1 (U.S.) to 7,772 cruzeiros.)

On or about January 21, 1986, Morgan Bank forwarded copi es of
t he aforenenti oned DARF' s and schedul es that the Central Bank had
issued in connection with its Septenber 27, 1985, phase Il CGA
interest remttances to each of the foreign |lenders participating
in the phase Il CGA. The letter, dated January 21, 1986, by which
Mor gan Bank encl osed t hese docunents to the foreign | enders, stated,

in pertinent part:
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Re: [Phase Il C&GA] with * * * [Mrgan Bank]
as Agent.

Dear Sirs:

Encl osed please find wthholding tax receipts and
supporting schedul es evidencing the paynment in Cruzeiros
to the National Treasury of Brazil with respect to the
above referenced loan. The tax receipts and schedul es
apply to Tranches | thru VIl for the interest period June
28, 1985 to Septenber 27, 1985.

In the past, the schedules (lItem Nunber 3 below were
sorted out for each bank [i.e., participating foreign
lender]. In order to expedite nmailing, we have encl osed
a conplete printout, as received fromthe Central Bank
Pl ease disregard schedules not pertaining to your
partici pation.

* * * * * * *

Very truly yours,
/sl Vincent J. Montano
[ Vice President of Morgan Bank]

Encl osures:

1. Conversion rate chart for loan currency to Cruzeiros.
2. Three tax receipts - one for each applicable

[w thhol ding tax rate] percentage (12.5, 15, and 25
percent) for each of the 7 tranches.

3. Correspondi ng supporting schedules for each of the 7
tranches (an expl anation of each colum is |isted

bel ow) :

1st colum represents - Interest paid

2nd colum represents - Cruzeiros equival ent of
interest paid [i.e., grossed-up interest paid]

3rd colum represents - Tax in cruzeiros

4th columm represents - 40% cruzeiros tax rebate
anount [i.e., pecuniary benefit]

5th colum represents - Bal ance (60% of actual tax

paid

The record contains a substantially simlar letter of Mrgan

Bank, dated August 1986, relating to the Central Bank' s respective
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phase Il CGA restructuring debt interest remttances to the foreign
| enders on Decenber 30, 1985, and on March 26, 1986. In this August
1986 letter, Mdirgan Bank discussed certain group DARF s and
supporting schedules the Central Bank had issued (copies of which
Mor gan Bank was forwarding to the foreign | enders) to evidence the
Central Bank’ s w thhol di ng tax paynents on t hose respective i nterest
remttances. Anong other things, Mrgan Bank’ s August 1986 | etter
stated that the Central Bank schedul es refl ected that in connection
with the wthholding tax inposed on each specific interest
remttance to a foreign lender: (1) The Central Bank received a
“40% cruzados tax rebate amount” (i.e., pecuniary benefit);?!? and
(2) there was a resulting “bal ance (60% of actual tax paid”.

On the basis of the aforenentioned and other simlar Central
Bank tax paynent docunents issued to the foreign |lenders (which
erroneously reported the Central Bank was continuing to “receive”
a “40-percent pecuniary benefit” in connection with its post-June
28, 1985, restructuring debt interest remttances to the foreign
| enders), petitioner mstakenly believed the Central Bank had
recei ved a “40-percent pecuniary benefit” in connection with all of
the Central Bank’s restructuring debt interest remttances to
petitioner fromJuly 1985 through at |east January 1987. | ndeed,

in a nmenorandum dated February 20, 1986, to petitioner’s

12 By this tinme, the cruzado had replaced the cruzeiro as
Brazil’s new currency.
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conptroller, petitioner’s International Division reported that a
total foreign tax credit of $22,714.14 (equal to 60 percent of the
25-percent withholding tax inposed on the grossed-up interest
paynments) should be clainmed by petitioner for the Central Bank’s
wi thhol ding tax paynents on petitioner’s behalf on the Central
Bank’ s Septenber 27, 1985, phase Il CGA, tranche | through tranche
VIl interest remttances to petitioner. This February 20, 1986,
menor andum stated, in pertinent part:

Re: Tax Receipts - Borrower: Banco Central do Brasi

Country: Brazil

Tax Rate: 60% of 25% grossed up

* * * * * * *

Attached are wi thholding receipts as foll ows:

Period O Interest Pri nci pal I nterest W't hhol di ng Tax Exchange
From To us $ us $ us Cruzeiros Rat e
6- 28- 85 9-27-85 (Tranche I) $613, 333.00 $17, 441. 66 $3,488.25 27,111,316.30 $7,772.00
6- 28- 85 9-27-85 (Tranche Il) 613,333.00 17, 441. 66 3,488.25 27,111, 316. 30 7,772.00
6- 28- 85 9-27-85 (Tranche II1) 613,334.00 17, 441. 69 3,488.33 27,111, 362. 93 7,772.00
6- 28- 85 9-27-85 (Tranche V) 540, 000. 00 15, 326. 25 3,071.25 23,869, 755. 00 7,772.00
6- 28- 85 9-27-85 (Tranche V) 533,725. 61 15,177. 82 3,035.56  23,592,403. 40 7,772.00
6- 28- 85 9-27-85 (Tranche VI) 540, 000. 00 15, 356. 25 3,071.25 23,869, 755. 00 7,772.00
6- 28- 85 9-27-85 (Tranche VII) 540, 000. 00 15, 356. 25 3,071.25 23,869, 755.00 7,772.00
Total Tax Wthhel d 22,714. 14
As a result (as wll be discussed nore fully 1infra),

petitioner, on its tax returns, reduced by 40 percent (for the
“pecuni ary benefit” that petitioner m stakenly believed the Central
Bank had received) the foreign tax credits it clainmed with respect
toall of the Central Bank’s restructuring debt interest remttances
to it fromJuly 1985 through January 1987. Specifically, in two

separate nenoranda (each dated March 30, 1987) to petitioner’s



- 25 -
conptroller on the foreign tax credit to be clained with respect to
a January 1987 phase IlIl DFA interest remttance, petitioner’s
International Division stated that a Brazilian tax rate of “60% of
25% had been applied to the grossed-up January 1987 phase |11 DFA
i nterest paynent.

J. Foreign Tax Credits in D spute on Renmand

On its inconme tax returns, petitioner generally reported its
interest incone and w thholding tax paynents with respect to its
Brazilian | oans on a cash basis. Petitioner clained a foreign tax
credit and reported interest inconme gross-up when it received a
DARF. Onits returns (including those for 1980 t hrough 1986, which
were the years originally inissueinthis case), petitioner reduced
the anount of the foreign tax credit it claimed in connection with
its Brazilian |loans by the pecuniary benefit provided by the
Brazilian Governnment to Brazilian borrowers

On its returns covering the period from January 1, 1980,
t hrough June 28, 1985, petitioner reduced the anount of its clai nmed
foreign tax credits attributable to Brazilian |oans by an anount
equal to the pecuniary benefit available to Brazilian borrowers.
Petitioner nade this reduction in its clained foreign tax credits
for both nonrestructured and restructured Brazilian | oans.

Onits returns covering the period after June 28, 1985, through
at | east January 1987, petitioner continued to reduce its anount of

clainmed foreign tax credits attributable to Brazilian net |oans by
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40 percent, the amount of the pecuniary benefit before June 28,
1985. After June 28, 1985, petitioner continued to reduce its
anount of cl ai med foreign tax credits by 40 percent for
wi t hhol di ng taxes cl ai ned on i nterest paynents fromBrazilian | oans,
even though the pecuniary benefit had been reduced to zero as of
June 28, 1985.

In its anended petition, petitioner asserted, anpbng other
things, that the foreign tax credit otherwi se allowable to it for
1980 through 1986 should not be reduced by the pecuniary benefit
provided to Brazilian borrowers.

In the Stipulation O Settled Issues filed with the Court on
May 30, 1996, the parties agreed:

A On June 28, 1985, the Brazilian governnent
effectively elimnated the subsidy/pecuniary benefit
program by reduci ng the anount of the subsidy from40%to
zero.

B. Onits inconme tax returns for the taxabl e years
ended Decenber 31, 1985 and Decenber 31, 1986, Petitioner
reduced the amount of its clained foreign tax credits for
Brazilian tax on interest paid by Brazilian borrowers by
an anount representing the subsidy/pecuniary benefit,
even though Brazil reduced the subsidy/pecuniary benefit
from40%to zero on June 28, 1985.

C. To t he extent otherw se all owabl e, Petitioner’s
foreign tax credits for taxes paid after June 28, 1985
t hrough Decenber 31, 1986 are not subject to * * * [any
reduction for a pecuniary benefit]

The total foreign tax credits in dispute between the parties
in connection with the Central Bank’s restructuring debt interest

remttances to petitioner are as foll ows:
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Year Credit

1984 $166, 415
1985 181, 272
1986 528, 365

Following the Court of Appeals’ remand of this case, we
instructed the parties to file witten reports advising how we
shoul d i npl enment the Court of Appeals’ mandate. The parties then
submtted to the Court their agreed proposal regarding the
procedures to be used in inplenenting the mandate. | n accordance
with the parties’ agreenent, we issued an order on May 12, 1999,
directing that the record in this case would not be reopened to
allow either party to introduce additional factual information,
docunents, or testinony.

OPI NI ON

Section 901 allows a donestic corporation to claimthe anount
of any inconme taxes paid or accrued during the taxable year to a
foreign country as a credit against its Federal incone tax (subject
tocertainlimtations not applicable herein). See sec. 901(b)(1).
The purpose of the credit is to reduce international double

taxation. See Anerican Chicle Co. v. United States, 316 U. S. 450,

452 (1942). 1In general, the person by whom foreign income tax is
considered paid is the person upon whom foreign | aw i nposes | ega
l[itability for the tax, even if another person (e.g., a w thhol ding
agent) remts the tax. See sec. 1.901-2(f)(1), Inconme Tax Regs.

Foreign inconme tax generally nmay be considered paid by a taxpayer
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even if another party to a transaction agrees, as part of the
transaction, to assune the taxpayer’'s foreign tax liability on the
taxpayer’s behalf. See sec. 1.901-2(f)(2), Incone Tax Regs.

| ssue 1. The Paynent |ssue

Petitioner bears the burden of proving that the Brazilian
i ncone taxes for which it clains a credit were paid. See secs.

901(b) (1), 905(b);*® see also Continental LIl Cor p. V.

Comm ssi oner, 998 F.2d 513, 516-517 (7th Gr. 1993) (the taxpayer

must establish foreign taxes for which it clains credit were not
only withheld, but paid), affg. on this point T.C. Meno. 1991-66;
Lederman v. Commi ssioner, 6 T.C 991, 998-999 (1946) (holding that

pursuant to Treasury regul ati ons, proof of the anount of the foreign

inconme tax withheld at the source will support a taxpayer’s claim

13 Sec. 905(b) provides:

SEC. 905(b). Proof of Credits.—The credits
provided in this subpart shall be allowed only if the
t axpayer establishes to the satisfaction of the
Secretary --

(1) the total anount of incone derived
from sources without the United States,
determ ned as provided in part I,

(2) the amount of incone derived from
each country, the tax paid or accrued to
which is clained as a credit under this
subpart, such anount to be determ ned under
regul ations prescribed by the Secretary, and

(3) all other information necessary for
the verification and conputation of such
credits.
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for credit, regardl ess of whether the credit clained is for foreign
tax paid or foreign tax accrued, but that the provisional or interim
credit will be subject to adjustnent if that withheld foreign tax
is not actually paid to the foreign taxing authority); Norwest

Corp. v. Commi ssioner, T.C Meno. 1995-453.

Section 1.905-2(a)(1), Inconme Tax Regs., nandates that tax
credit clainms made by corporations for foreign taxes be acconpani ed
by Form 1118, Conputation of Foreign Tax Credit--Corporations.
Section 1.905-2(a)(2), Inconme Tax Regs., provides, in pertinent
part:

Except where it Is established to the
satisfaction of the district director that it
is inpossible for the taxpayer to furnish such
evi dence, the formmnust have attached to it (i)
the recei pt for each such tax paynent if credit
is sought for taxes already paid, or (ii) the
return on whi ch each such accrued tax was based
if credit is sought for taxes accrued.

Section 1.905-2(b), Incone Tax Regs., provides for the use of
secondary evidence if a receipt or direct evidence of the anmount of
tax withheld at the source cannot be supplied for taxes already
paid. Thus, pursuant to section 1.905-2(b), Incone Tax Regs., while

taxpayers in the first instance nust submt direct evidence of

14 However, as the Court of Appeals for the Seventh
Crcuit noted in Continental Il1l. Corp. v. Conm ssioner, 998 F.2d
513, 516 (7th Cr. 1993), affg. in part and revg. in part T.C
Meno. 1991-66, where a net |oan arrangenent is involved and no
funds are ever paid over to the foreign taxing authority by the
borrower, difficulty exists in positing that there was a
“W t hhol di ng” of funds inasnuch as there is no subtraction of
funds due and payable to the U S. |ender.
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foreign tax wthholding and paynent, if possible, the district
director may, in his discretion, accept secondary evidence that
foreign withholding was in fact w thheld and paid.

A. The Parties’ Contentions

In its opening brief on remand, petitioner contends that
t hrough direct and secondary evidence it has established that the
wi t hhol ding taxes in issue were actually paid by the Central Bank
on petitioner’s behal f.

In his answering brief on remand, respondent contends that
petitioner has failed to establish that the w thholding taxes in
i ssue were paid. Respondent maintains that (1) the evidence
petitioner relies uponis manifestly unreliable, and (2) the Central
Bank’s continuing reports that it received a “pecuniary benefit”
after June 28, 1985, suggests that the DARF s the Central Bank
i ssued nenorialized sham accounting entries. 1In this connection
respondent argues:

Central Bank correspondence suggests that the DARFs

menorialized sham accounting entries. | f someone
received a pecuniary benefit of 40% of the tax it paid,
it is reasonable to expect sone |evel of awareness. |If

the pecuniary benefit were elimnated, the taxpayer
shoul d know that it was paying 40% nore in taxes. This
is especially true when paynents of hundreds of mllions
of cruzeiros are invol ved.

Just the opposite occurred. The Central Bank
provided |l etters conveying the DARFs to the agent banks.
Schedul es attached to each letter fromthe Central Bank
report each bank’s share of the relevant tax recei pt and
an anount of pecuniary benefit received by the Centra
Bank. * * * After June 28, 1985, the pecuniary benefit
(subsidy) rate had been reduced to zero through
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Resol ution 1033. Yet, the Central Bank continued to
issue its letters and schedules (printouts) to the agent
banks reporting its receipt of the pecuniary benefit
(subsidy) through at | east March 5, 1987, over a year and
eight nonths after the pecuniary benefit (subsidy) was
reduced to zero. * * * Exhibit 692-ZN(23) [the Nov. 19,
1985, letter fromM. diveira to Mdrgan Bank discussed
in our findings] clearly shows the Central Bank i ssuing
an erroneous printout to the agent bank on Novenber 19,
1985, reporting the “recei pt” of a pecuniary benefit that
shoul d never have been paid. * * * Petitioner continued
toreport its Brazilian tax receipts net of a 40% subsi dy
through at |east January, 1987, relying upon erroneous
letters and underlying Central Bank printouts. * * * By
continuing to generate DARFs that reported pecuniary
benefit over a year and one half after its elimnation,
the Central Bank has provided evidence showng that its
representati ons were, at best, inaccurate.

Respondent notes that in addition to M. Qdiveira s letter of
Novenber 19, 1985, there were two Morgan Bank | etters, respectively
dat ed January 21, 1986, and August 1986, each of which was di scussed
supra.

In its reply brief on remand, petitioner denies that a
substantial inconsistency exists in the evidence it offered to
substantiate the Central Bank’s actual paynent of the w thhol ding
tax inissue. Specifically, petitioner denies that the Central Bank
reported to the foreign lenders that it had continued to “receive”
a “pecuniary benefit” in connection with its post-June 28, 1985,
restructuring debt remttances and asserts:

Respondent identifies several letters which he
claims reflect receipt of the pecuniary benefit by the
Central Bank after June 28, 1985, when the pecuniary
benefit was reduced to zero. * * * An exam nation of the

docunents * * * shows the clained inaccuracies do not
exist. * * *
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Exhi bits 694-ZP(6) [the Jan. 21, 1986, Morgan Bank
letter] and 694-ZP(7) [the August 1986 Myrgan Bank
letter] are both form letters from Mrgan, not the
Central Bank. * * * No printouts were attached to these
Exhi bits and thus they al so cannot support Respondent’s
claimthat the printouts showed the pecuniary benefit.

Finally, the parties have stipulated that Exhibit
692-ZN(23) relates to an interest paynent for January
1985, well before the pecuniary benefit was elim nated.
(Exhibit 697-ZS, p. ST004989)['51 * * * Therefore, this
docunent [Exhibit 692-ZN(23)], like the others, cannot
support Respondent’s claim

B. Substantial Inconsistency Concerning the Central Bank's
Pur ported Wthhol ding Tax Paynents on Petitioner’s Behalf

W agree wth respondent that there is a substantial

inconsistency in the evidence concerning the Central Bank’'s

15 Petitioner’s argunent overstates the parties’
stipul ation regarding Joint Exhibit 697-ZS. As indicated supra,
Joint Exhibit 697-ZS lists the restructuring debt | oans and
i nterest paynents subject to the March 1984 Brazilian IRS ruling.
This exhibit further |ists and summari zes the rel ated DARF s and
ot her docunentation in the record that were issued in connection
wi th each of the purported w thholding tax paynents petitioner
contends the Central Bank made on petitioner’s and the other
foreign |l enders’ behalf. |In that regard, the parties stipul ated:

683. The Court of Appeals for the D.C. Crcuit,
163 F. 3d 1363, 1369 (D.C. GCr. 1999) renand requires
that the Court determ ne, anong other things, “which of
Ri ggs’ | oans were subject to the Mnister’s ruling.”
The parties agree that Joint Exhibit 697-ZS shows the
anmount of clainmed wthholding tax in the col um
captioned “Petitioner’s Tax Anount (w thout subsidy
reduction)” relating to | oans which are subject to the
M nister of Finance's ruling * * *

684. Joint Exhibit 697-ZS sumrarizes the
information set forth on the DARFs associated with the
CGA and DFA interest paynents which are subject to the
M ni ster of Finance's ruling. The DARFs and
acconpanyi ng docunents are included in the record as
Joint Exhibits 661-Yl through 694-ZP.
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purported paynent of w thholding tax on petitioner’s behalf. As
determined in our findings, the Central Bank reported that it was
continuing to “receive” a “pecuniary benefit” in connectionwithits
purported w thhol ding tax paynents on the foreign | enders’ behalf
on its post-June 28, 1985, restructuring debt interest remttances
to them notw thstanding that the Brazilian Governnment had reduced
t he pecuniary benefit to zero on June 28, 1985. |In arguing to the
contrary, petitioner msinterprets the evidence of record. Further,
petitioner erroneously asserts that M. diveira s letter of
Novenber 19, 1985 (Joint Exhibit 692-ZN(23)), covers an earlier
January 1985 phase Il CGAinterest paynent. Petitioner’s erroneous
assertionregarding that letter rests solely upon an incorrect entry
and |ikely typographical error in the parties’ summary exhibit,
Joint Exhibit 697-ZS.

Curiously, petitioner overl ooks the seven Sept enber 1985 phase
Il CGA interest paynents that were remtted after the Brazilian
Governnment had reduced the pecuniary benefit to zero on June 28,
1985. Joint Exhibit 697-ZS correctly lists Joint Exhibit 692-ZN(23)
(M. Qiveira s letter of Novenmber 19, 1985, and its attachnents)
as covering those seven Sept enber 1985 i nterest paynents. Moreover,

the Central Bank schedul e pages in Exhibit 692-ZN(23)!® show that,

16 These include Central Bank schedul e pages covering the
phase Il CGA tranche I, tranche Il, tranche 1V, tranche V,
tranche VI, and tranche VII interest paynents nmade to petitioner

and other foreign | enders on Sept. 27, 1985.
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in conputing and setting forth the Central Bank’s purported
wi t hhol di ng tax paynments on its Septenber 1985 phase || CGA i nterest
paynents to various foreign lenders (including petitioner), the
Central Bank used exchange rates that were applicable on Septenber
27, 1985, and not exchange rates applicable in January 1985. For
instance, in conputing the “wthholding tax inposed” on the
Septenber 27, 1985, phase Il CGA, tranche | interest remttance of
$17,441.66 (U.S.) to petitioner, the Central Bank enployed an
exchange rate of 7,772 cruzeiros to $1 (U. S.). A copy of the
Central Bank foreign currency conversion rate chart (in Joint
Exhi bit 692-ZN(23)) enclosed in M. Qdiveira s letter of Novenber
19, 1985, is contained infra in appendix A. See also infra note 19
concerning the exchange rate of 3,381 cruzeiros to $1 (U.S.) that
the Central Bank used to conpute the “grossed-up interest paid’ on
its January 16, 1985, phase Il CGA interest remttance to
petitioner.

Contrary to petitioner’s argunent, the Central Bank schedul e
pages in Joint Exhibit 692-ZN(23) reflect that the Central Bank
itself continued to report to the foreign Il enders that it received
a “pecuni ary benefit” equal to 40 percent of the “w thhol di ng tax
i nposed” on its Septenber 1985 phase Il CGA interest paynents to
them even though after June 28, 1985, no Brazilian borrower
actually received a pecuniary benefit in connection with its

interest remttances abroad. A copy of the Central Bank schedul e
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page i n Joint Exhibit 692-ZN(23), setting forth (1) the “w thhol di ng
tax inposed”, (2) the “40-percent pecuniary benefit” the Centra
Bank recei ved, and (3) the purported “bal ance (60 percent) of actual
wi thhol ding tax paid” by the Central Bank, on its Septenber 1985
phase Il CGA, tranche |I interest paynents to petitioner and other
foreign lenders, is contained infra in appendix B. (The information
fromthis schedul e page concerning the Central Bank’s Septenber 27,
1985, phase Il CGA, tranche | net interest remttance of $17,441. 66
(U.S.) to petitioner, is discussed in our findings.) Indeed, (1)
the Morgan Bank |letter dated January 21, 1986 (Joint Exhibit 694-
ZP(6), pertinent portions of which are quoted in our findings), and
(2) petitioner’s own “conptroller’s menoranduni dated February 20,
1986 (Joint Exhibit 695-ZQ(4), pertinent portions of which are
quoted in our findings), reflect that these Central Bank schedul e
pages enclosed in M. diveira s Novenber 19, 1985, letter, covered
phase Il CGA, tranche |I through tranche VII interest paynents for
the period from“June 28, 1985 to Septenber 27, 1985". The Morgan
Bank letter and the conptroller’s nenorandum each further confirm
that the Central Bank had reported “receiving” a “40-percent
pecuni ary benefit” in connection with its purported w thhol di ng tax
paynments on those Septenber 27, 1985, phase Il CGA interest
paynents.

Al t hough Joint Exhibit 697-ZS (which summarizes and lists the

related DARF's and ot her docunments issued in connection with the
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Central Bank’s restructuring debt interest remttances from 1984
through early 1988) lists Joint Exhibit 692-ZN(23) as covering an
earlier January 1985 phase Il CGA interest paynent to the foreign
| enders, an exam nation of various underlying docunents shows this
summary listing to be a msstatenent and possibly a typographical
error. W note that Novenber 19, 1985, not Septenber 6, 1985, is
the date of the Central Bank letter in Joint Exhibit 692-ZN(23).
Yet, in erroneously listing Joint Exhibit 692-ZN(23) as the Central
Bank letter transmtting the DARF' s covering the January 1985 phase
Il CEA i nterest paynent, Joint Exhibit 697-ZSincorrectly states the
date of the Central Bank letter in Joint Exhibit 692-ZN(23) to be
Septenber 6, 1985. W also note that Joint Exhibit 697-ZS |ists,
i medi ately after the January 1985 phase Il CGA interest paynent,
| ater March, April, and June 1985 phase Il CGA interest paynents.
Wth respect to those later March, April, and June 1985 phase || CGA
interest paynents, Joint Exhibit 697-ZS correctly lists Joint
Exhi bit 692-ZN(22) (consisting of a Central Bank letter dated
Septenber 6, 1985, and sone of that letter’s attachnments) as the
Central Bank letter transmtting the DARF s pertaining to those
interest paynments.!” Mbreover, with respect to the January, March,

April, and June 1985 phase Il CGA interest paynents, Joint Exhibit

17 The Central Bank’s Sept. 6, 1985, letter transmtted
DARF' s purporting to evidence various w thhol ding tax paynents,
i ncludi ng those tax paynents effected in January, March, April,
and June 1985.
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697-ZS correctly lists Exhibit 694-ZP(5) as the Decenber 5, 1985,
agent bank letter covering those interest paynents.'® |n contrast,
i n connection with the various Sept enber 1985 phase Il CGA paynents,
Joint Exhibit 697-ZS correctly lists Joint Exhibit 694-ZP(6) as the
January 21, 1986, agent bank letter covering those Septenber 1985
i nterest paynents. As discussed supra, by this January 21, 1986
letter (whichis quoted in our findings), Mrgan Bank was forwardi ng
DARF' s and supporting schedul es purporting to evidence the Central
Bank’s alleged w thholding tax paynents on the foreign |enders’
behalf for the “interest period June 28, 1985 to Septenber 27,
1985" .

Furt her exam nation of Joint Exhibit 692-ZN(23) discl oses that
M. Odiveira, by his Novenber 19, 1985, letter, was transmtting
DARF' s covering only the phase Il CGA interest paynents the Central
Bank had rmade on Septenber 27, 1985, not the January 1985 phase |
CGA interest paynment. M. diveira s letter nmakes no nention of any
January 1985 phase Il CGA interest paynent; the letter states only
that DARF' s for “w thhol di ng tax paynents” effected “ Sept enber /85"

were attached. Joint Exhibit 692-ZN(23) also contains no Centra

Bank schedul e page covering any January 1985 phase Il CGA i nterest

18 | ndeed, the Dec. 5, 1985, Mdrgan Bank letter (in Joint
Exhi bit 694-ZP(5)) stated DARF' s and supporting schedul es were
encl osed covering phase Il CGA interest paynents nade on the

foll ow ng specified dates in 1985: January 16; March 7; March
11; March 12; March 27; April 16; June 12; June 18; June 27; and
June 28.
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payments. See supra note 16. In conparison, as was noted supra
note 17, the Central Bank’'s letter of Septenber 6, 1985 (Joint
Exhi bit 692-ZN(22)), states the Central Bank was transm tting DARF s
covering phase Il CGA interest paynents that had been nade by the
Central Bank in January, March, April, and June 1985. |Indeed, one
of the Central Bank schedul e pages in Exhibit 692-ZN(22) covers
various interest paynents made to petitioner and other foreign
| enders on January 16, 1985. In preparing this schedul e page
covering those January 16, 1985, interest paynents, the Central Bank
used an exchange rate of 3,381 cruzeiros to $1 (U. S.), not an
exchange rate of 7,772 cruzeiros to $1 (U S).!® As was previously
di scussed, the |atter exchange rate of 7,772 cruzeiros to $1 (U.S.)
appl i cabl e on Septenber 27, 1985, was used in preparing the Central
Bank schedules in Exhibit 692-ZN(23). See infra appendices A and
B

Not wi t hstanding petitioner’s argunment to the contrary, the

Central Bank schedules that M. Qiveira (a FIRCE division head)

19 This Central Bank schedul e page (in Exhibit 692-ZN(22))
reflects that with respect to the Jan. 16, 1985, phase Il CGA
i nterest payment of $18,465 (U.S.) to petitioner, the Central
Bank conputed the “grossed-up interest paid” to be 83, 240, 220
cruzeiros. Considering the gross-up fornula the Central Bank
enpl oyed, we calculate the Central Bank on Jan. 16, 1985, had
used an exchange rate of 3,381 cruzeiros to $1 (U.S.). In other
words, that was the applicable exchange rate the Central Bank
used in order to conpute as follows that amount of “grossed-up
interest paid’” on its $18,465 (U.S.) net interest remttance to
petitioner:

83, 240, 220 cruzeiros = $18,465 (U.S.) X 3,381 (cruzeiros per dollar)
1 - 25%wthholding tax rate
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enclosed in his Novenber 19, 1985, letter, establish conclusively
that the Central Bank itself erroneously reported to the foreign
I enders its “receiving” a nonexistent “pecuniary benefit” on its
purported wthholding tax paynents on post-June 28, 1985,
restructuring debt interest remttances tothem See infra appendix
B

The record further reflects that for a substantial period after
June 28, 1985, the Central Bank continued to report to the foreign
| enders that it was “receiving” a nonexistent “pecuniary benefit”
in connection with its post-June 28, 1985, restructuring debt
interest remttances to them This evidence includes a Mdrgan Bank
| etter, dated August 1986, relating to the Central Bank’ s respective
phase Il CGA interest remttances on Decenber 30, 1985, and March
26, 1986. In discussing the group DARF s and supporting schedul es
the Central Bank had i ssued to the foreign | enders on those i nterest
paynments, Mrgan Bank’s August 1986 letter stated the enclosed
Central Bank schedules reflected the Central Bank to have received
a “40%cruzados tax rebate ambunt”. As a result of these and ot her
docunents i ssued erroneously reporting the Central Bank’s “receipt”
of a “pecuniary benefit” in connection with its post-June 28, 1985,
restructuring debt remttances to the foreign |enders, petitioner
m st akenly believed the Central Bank and other Brazilian borrowers
were continuing to “receive” a “pecuniary benefit” well after June

28, 1985. In various nenoranda to petitioner’s conptroller on the
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foreigntax credits petitioner should claimin connectionwth these
post-June 28, 1985, restructuring debt interest remttances,
petitioner’s International Division reported that a Brazilian tax
rate of “60 percent of 25 percent” had been i nposed on the grossed-
up interest paynents. On its 1985 through 1987 returns, petitioner
thus reduced by 40 percent its claimed foreign tax credits for
Brazilian tax on interest paid by Brazilian borrowers after June 28,
1985.

C. Certain O her Paynent Evidence Ofered by Petitioner

As Joint Exhibit 697-ZSreflects, in additionto the DARF s the
Central Bank issued, the record contains a nunber of purported
letters the Central Bank issued to Banco do Brazil in connection
with the Central Bank’s alleged restructuring debt w thhol ding tax
paynents. In these letters, the Central Bank ostensibly advised
Banco do Brazil that it had credited Banco do Brazil's Banking
Reserves Account at the Central Bank wth the amount of the
purported tax paynents covered in the copies of the DARF s the
Central Bank was al so enclosing to Banco do Brazil.

Petitioner has further offered the testinony of Rolf von
Paraski, its expert on how Banco do Brazil (the Brazilian
Governnent’s agent for paynent of taxes) accounted for its
wi t hhol di ng tax col |l ections. M. von Paraski exam ned one purported
wi t hhol di ng tax paynment of the Central Bank on its July 1985 phase

Il DFA interest remttances to the foreign |enders, which he
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sel ected at random M. von Paraski verified that certain entries
had been made on Banco do Brazil’'s books reflecting Banco do
Brazil’s collection of this purported w thholding tax paynent from
the Central Bank.

W find M. von Paraski’s testinony far from dispositive in
establishing actual paynment by the Central Bank of the purported
wi thhol ding tax paynments in issue. As stated earlier in our
findings, on the basis of the record before us, it is inpossible to
det erm ne whet her or what entries were nade on the respective books
of the Central Bank and the National Treasury to reflect the Central
Bank’s purported restructuring debt wthholding tax paynents.
Further, we are unable to determ ne what, if any, entries were nade
to determne: (1) Wether the Central Bank was reinbursed by the
Nati onal Treasury for its purported w thhol di ng tax paynents, or (2)
whet her the Central Bank received the pecuniary benefit based on
those all eged w t hhol ding tax paynents.

Moreover, we find M. von Paraski’s testinony to be unhel pful
in other inportant respects. Anong other things, M. von Paraski
di d not specifically address whet her the Central Bank had received
a “pecuni ary benefit” in connectionwthits alleged w thhol di ng t ax

paynent on the July 1985 phase |l DFA interest renittances.?°

20 See infra note 21. On its return, petitioner reduced
the foreign tax credit it clainmed for Brazilian tax on this July
1985 phase Il DFA interest paynment by the “40-percent pecuniary
benefit” it m stakenly believed the Central Bank to have

(continued. . .)
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Al though petitioner notes certain testinony by M. von Paraski in
whi ch he nentioned of fhand not knowi ng of any “refund” bei ng made
to the Central Bank of the alleged restructuring debt w thhol ding
tax paynents, M. von Paraski did not actually inquire into (1)
whet her the Central Bank received the pecuniary benefit, or (2)
whet her any other transactions took place resulting in a “refund”
bei ng made of the Central Bank’s “w t hhol di ng tax paynment”. M. von
Par aski exam ned the books and records of Banco do Brazil only to
confirm that appropriate entries had been nade on those books
reflecting Banco do Brazil’'s ostensible collection of wthhol ding
tax fromthe Central Bank in connection with the July 1985 phase |
DFA i nterest paynent M. von Paraski had chosen to examne. He did
not exam ne the respective books of the Central Bank and Nati onal
Treasury to determne how the purported tax paynent had been
refl ected and treated on their books. Hence, we accord little
weight to M. von Paraski’s testinony that he was unaware of such
“refund” transactions having taken place, as he did not conduct a

full inquiry into these matters. 2

20(. .. continued)
recei ved.

21 In this connection, on direct exam nation, M. von
Par aski testified:

Q Are you famliar with the pecuniary benefit
that used to be paid to Brazilian borrowers of foreign
currency | oans?

(continued. . .)
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At any rate, M. von Paraski’s testinony sheds no |ight on the
Central Bank’s substantially inconsistent behavior in erroneously
reporting to the foreign lenders that it continued to “receive” a
nonexi stent “pecuniary benefit” in connectionwthits post-June 28,

1985, interest remttances to them See supra note 20.

21(...continued)
A. Yes, | do.

Q If you assune that the pecuniary benefit
reduced the anount of taxes that were collected, are
you aware of any other type of transaction that
resulted in a partial or total refund of the tax
anounts paid by the Central Bank on the restructured
debt ?

A. No, | have no know edge of that.

Q To your know edge, other than in the case of
t he pecuniary benefit, were there any accounting
entries made that negated, elimnated or reduced Banco
do Brasil’s collection of taxes fromthe Central Bank?

A. No, | have no know edge.



D. Concl usi ons??

W have substantial doubts as to (1) thereliability of the tax
paynment docunentation and ot her evidence presented to substantiate
the Central Bank’s purported paynent of wthholding tax on
petitioner’s and the other foreign |lenders’ behalf in connection

wWith its restructuring debt interest remttances to them and (2)

22 In its opening and reply briefs on remand, petitioner
alternatively argues that even if the tax was not, in fact, paid
to the Brazilian National Treasury, in the case of a net loan to
a governnental borrower, |ike the Central Bank, petitioner
shoul d, for purposes of sec. 901, be deened to have paid the
foreign tax liability where that liability has been assumed by
t he governnental borrower. In arguing that actual paynent is
unnecessary and can be dispensed with where the foreign tax
liability has been assuned by a governnental borrower, petitioner
cites and heavily relies upon sec. 1.901-2(f)(2)(ii), Exanple
(3), Inconme Tax Regs. In his answering brief on renmand,
respondent, anmong other things, (1) disagrees that actual paynent
I's unnecessary, and (2) disputes petitioner’s interpretation of
Exanple (3) of sec. 1.901-2(f)(2)(ii), Income Tax Regs.

Not wi t hst andi ng the parties’ foregoing argunents, we do not
consi der the deened paynent issue to be properly before us on
remand because it is an issue outside the scope of the Court of
Appeal s’ mandate. In remanding Riggs I, the Court of Appeals
directed us solely to determne “in the first instance which of
Ri ggs’ | oans were subject to the Mnister’s ruling, whether the
taxes were in fact paid by the Central Bank, and whether Riggs’
credits nmust be reduced by the anpbunt of any subsidies that the
Central Bank may have received.” Riggs Natl. Corp. & Subs. v.
Conm ssioner, 163 F. 3d at 1369. |Indeed, petitioner’s position on
appeal (which the Court of Appeals accepted) was that, pursuant
to his Mar. 14, 1984, decision, the Brazilian Finance M nister
had i ssued a “conpul sory order”, id. at 1368, to the Central Bank
to pay this Brazilian incone tax “on or before the |ast business
day of the nonth followng the nmonth in which the withholding is
made”, Riggs Natl. Corp. & Subs. v. Conm ssioner, 107 T.C at
329. It appears difficult to conceive of the Mnister’s decision
as being a “conpul sory order” if the Central Bank did not
actually have to pay this “tax” (as petitioner now alternatively
ar gues) .
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whet her the Central Bank actually paid the wthholding taxes in
i ssue. Petitioner offered no explanation as to why the Central Bank
erroneously continued to report to the foreign lenders that it had
received a “pecuniary benefit” in connection with its post-June 28,
1985, interest remttances to them even though the pecuniary
benefit had been reduced to zero through the Central Bank’s i ssuance
of Resolution 1,033 on June 28, 1985. 1In its erroneous reports to
the foreign lenders, the Central Bank provided the lenders wth
detailed schedules in which it had conputed with respect to each
restructuring debt interest remttance nade to a foreign |ender:
(1) The “40-percent pecuniary benefit” the Central Bank received,
and (2) the “60-percent balance of actual w thholding tax paid”.
If, as petitioner asserts, the Central Bank actually had paid
wi t hhol ding taxes on petitioner’s and the other foreign |enders
behalf on its restructuring debt interest remttances to them we
then find inexplicable the Central Bank’s erroneous actions well
after June 28, 1985, in continuing to report its having received a
nonexi stent “pecuniary benefit”. This is especially so in light of
the Central Bank’s prior issuance of Resolution 1,033 to make it
“public know edge” that the pecuniary benefit had been reduced to
zero effective June 28, 1985.

Petitioner has failed to establish that the w thhol ding taxes
inissue were paid by the Central Bank on petitioner’s behalf. The

evi dence presented | eads us to conclude that the group DARF' s are
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untrustworthy and were concocted to substanti ate | egerdemain; i.e.,
they were devised to portray the appearance of the fictitious
paynents of taxes. Accordingly, we find that the group DARF s do
not constitute direct or secondary evidence that the Central Bank
paid w thholding taxes on petitioner’s behalf. Mreover, we find
nothing else in the record that constitutes credible direct or
secondary evi dence that the purported wi thhol di ng tax paynents were
in fact made. Consequently, we hold that petitioner is not entitled
to foreign tax credits, during 1984 t hrough 1986, under section 901
for the purported w thholding tax paynents by the Central Bank on
its restructuring debt interest remttances to petitioner. See sec.
905(b) .

| ssue 2. The Subsi dy/Pecuni ary Benefit |ssue

In I'ight of our hol ding on the paynent i ssue, we need not reach
the i ssue of whether the Central Bank’s purported “w thhol di ng tax
paynments” on petitioner’s behalf (that are potentially creditable
to petitioner) nust be reduced by the anobunt of any pre-June 28,
1985, pecuniary benefit the Central Bank may have received and

whet her that benefit constitutes an indirect subsidy under section

1.901-2(e)(3)(ii), Income Tax Regs. Conpare Continental I1l. Corp.



V. Conmi ssi oner, T. C.

Conm ssi oner

1998) .

T.C. Meno.
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Meno. 1991- 66, with Anpbco Corp. V.

1996- 159, affd. 138 F.3d 1139 (7th CGrr.

Deci sion will be

entered as previously

ent er ed on Cct ober 15,

1997.



APPENDI X A

Central Bank Foreign Currency Conversion
Rate Chart In Joint Exhibit 692-ZN(23)

BANCO CENTRAL DO BRASI L

CONVERSI ON RATE ON 09. 27. 85

MOEDA

220 US$ 7.772.00
470 Y 35. 369
361 BF 142. 19
335 f. 2.564. 09
595 Lit 4. 2830
610 DM 2.895. 25
919 ECU 6. 395. 19
165 CAN$ 5.682. 53
425 Sw. Fr. 3. 530. 48
540 £ 10. 882. 35
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APPENDI X B

CENTRAL BANK SCHEDULE PAGE IN JONT EXH BIT 692- ZN(23)

BANCO CENTRAL DO BRASI L

DI RETORI A DA AREA EXTERNA

FI RCE

BRAZI LI AN FI NANCI NG PLAN- PHASE || / PROJECT A

| MPOSTO DE RENDA | NCI DENTE SOBRE JURCS PAGCS EN 27.09. 85

CONTRAVALOR
JURGCS BRUTO | MPOSTO DE BENEFI Cl O RECOM NENTO
AL JOUSTO PRQJ. A EN CRS RENDA PECUNI ARI O LI QUI DO
NOVE DO CREDOR MOEDA . R TRANCHE | DOs JURCS S/ JURCS SOBRE_JURCS DE I.R S/ JURCS

NORVEST BANK M NNEAPOLI S 220 . 2500 5755. 75 59644918. 66 14911229. 66 5964491. 86 8946737. 80
PANAMERI CAN BANK | NTL. 220 . 2500 3128.13 32415768. 48 8103942. 12 3241576. 84 4862365. 27
PARTNERSHI P PACI FI C BANK N. V. 220 . 2500 5704. 59 59114764. 64 14778691. 16 5911476. 46 8867214. 69
PHI BROBANK AG- ZUG 220 . 2500 .00 .00 .00 .00 .00
PHI LADELPH A NAT. CORP. - PHI L. 220 . 2500 .00 .00 .00 .00 .00
PHI LI PPI NE NAT. BANK 220 . 2500 719. 47 7455627. 70 1863906. 94 745562. 77 1118344. 16
PHI LLI P BRCS. AG 220 . 2500 .00 .00 .00 .00 .00
PICTET CIE 220 . 2500 2558. 11 26508841. 22 6627210. 30 2650884. 12 3976326. 18
Pl ERSON HELBRI NG Pl ERSON NV- AMST. 220 . 2500 1492. 22 15463378. 45 3865844. 61 1546337. 84 2319506. 76
Pl TTSBURGH NAT. BANK- PI TTS. 220 . 2500 .00 .00 .00 .00 .00
PR CHRI STI ANl A BANK (UK) 220 . 2500 .00 .00 .00 .00 .00
POSTI PANKI  (UK) LTD. 220 . 2500 12335. 62 127829918. 18 31957479. 54 12782991. 81 19174487. 72
PRI VATBANKEN AG 220 . 2500 3575. 20 37048405. 86 9262151. 46 3704860. 58 5557290. 88
PROVI DENT NAT. BANK- PHI L. 220 . 2500 10901. 03 112963740. 21 28240935. 05 11296374. 02 16944561. 03
RAI NI ER NAT. BANK, SEATTLE 220 . 2500 .00 .00 .00 .00 .00
REPUBLI C NAT. BK OF NEW YORK 220 . 2500 25313. 29 262313186. 50 65578296. 62 26231318. 65 39346977. 97
REPUBLI CBANK DALLAS 220 . 2500 .00 .00 .00 .00 .00
RHODE | SLAND HOSPI TAL TRUST NT BK 220 . 2500 5761. 41 59703571. 36 14925892. 84 5970357. 13 8955535. 70
RI GGS NAT. BK. OF WASHI NGTON 220 . 2500 17441. 66 180742108. 69 45185527. 17 18074210. 86 27111316. 30
Rl YAD BANK LTD. 220 . 2500 9302. 22 96395805. 12 24098951. 28 9639580. 51 14459370. 76
ROYAL BANK OF CANADA- TORONTO 220 . 2500 .00 .00 .00 .00 .00
ROYAL BANK OF SCOTLAND- LONDON 220 . 2500 14939. 21 154810053. 49 38702513. 37 15481005. 34 23221508. 02
ROYAL TRUST CO. OF CANADA 220 . 2500 .00 .00 .00 .00 .00
SAMUEL MONTAGU AND CO. (JERSEY) 220 . 2500 1279. 06 13254472. 42 3313618. 10 1325447. 24 1988170. 86
SAMUEL MONTAGU CO. LTD. 220 . 2500 8685. 39 90003801. 44 22500950. 36 9000380. 14 13500570. 21
SAUDI AMERI CAN BANK- Rl YADH 220 . 2500 14389. 38 149112348. 48 37278087. 12 14911234. 84 22366852. 27
SAUDI BRI TI SH BANK 220 . 2500 2558. 11 26508841. 22 6627210. 30 2650884. 12 3976326. 18
SAUDI CAlI RO BANK 220 . 2500 852.70 8836245. 86 2209061. 46 883624. 58 1325436. 88
SAUDI | NTL. BANK 220 . 2500 71925. 13 745336147. 14 186334036. 78 74533614. 71 111800422. 07

SCANDI NAVI AN BANK LTD. 220 . 2500 .00 .00 .00 .00 .00



JURGCS

ALJOQUSTO PRQJ. A

NOVE DO CREDOR MOEDA DOI1.R TRANCHE
SEATTLE FI RST NATI ONAL BANK- | NT. 220 . 2500 33530. 71
SECURI TY PACI FI C NAT. BANK-L. A 220 . 2500 .00
SHANGAI COMVAL. BANK LTD. 220 . 2500 426. 34
SHAMMUT BANK OF BOSTON 220 . 2500 7034. 21
SHAMMUT WORCESTER COUNTY BANK 220 . 2500 239. 81
S| NGAPORE NOMURA MERCHANT BK 220 . 2500 852.70
SI NGER FRI EDLANDER LTD. 220 . 2500 35. 64
SOCI ETY NATI ONAL BK OF CLEVELAND 220 . 2500 1308. 13
SOC. FIN. EURCP. FIN. CO N V. 220 . 2500 .00
SOUTHEAST BANK N. A. -M AM 220 . 2500 .00
SOUVRAI N BANK N. A. 220 . 2500 683. 27
SPAREKASSEN SDS, CAYMAN BRANCH 220 . 2500 852.70
STANDARD CHARTERED BANK LTD. 220 . 2500 44040. 19
STANDARD CHARTERED MERCHANT BANK 220 . 2500 .00
STATE BANK OF | NDI A- NV 220 . 2500 10377.78

50 -

CONTRAVALOR
BRUTO
EM CRS
DOSs JURCS

347467570. 82

4418019. 30
72893173. 49
2485071. 09
8836245. 86

369325. 44
13555715. 14

7080499, 25
8836245 86
456373808, 90

107541474, 88

| MPOSTO DE
RENDA
S/ JURCS

BENEFI Cl O
PECUNI ARI O
SOBRE _JURCS

RECOM NENTO

LI QUI DO DE
|.R_S/JURCS

86866892. 70

1104504. 82
18223293. 37
621247. 77
2209061. 46
92331. 36
3388928. 78

1770124, 81
2209061 46
114093452, 22

26885368, 72

34746757. 08

441801. 93
7289317. 34
248507. 10
883624. 58

36932. 54
1355571.51

708049. 92
883624. 58
45637380, 89

10754147, 48

52120535. 62

662702. 89
10933976. 02
372760. 66
1325436. 88
55398. 81
2033357. 27

1062074, 88
1325436, 88
68456071, 33

16131221, 23



