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Summary

This document provides links to factsheets for certain FTSE Russell indexes that customers of FTSE
Russell indexes and those involved in the transactions of derivatives on FTSE Russell indexes can use
in the context of determining their position with respect to section 871(m) of the US Internal Revenue
Code.

Internal Revenue Code Section 871(m)

Section 871(m) of the Internal Revenue Code (26 USC 871(m)) seeks to ensure that non-US persons
cannot avoid withholding tax on US-sourced dividend payments through the use of financial
derivatives. Save for the exemption provided by Treasury Regulation 1.871-15 (below), such financial
derivatives could include derivatives on financial indexes.

Summaries of the provisions of the Section 871(m) and legislative updates are provided in IRS public
notices (see, e.g., https://www.irs.gov/publ/irs-drop/n-18-72.pdf)

Treasury Regulation Section 1.871-15

Treasury Regulation Section 1.871-15 provides exemption from Section 871(m) for certain “qualified
indexes” (https://www.govinfo.gov/content/pkg/CFR-2017-title26-vol11/pdf/CFR-2017-title26-vol11-
sec1-871-15.pdf). An extract from the Regulation is provided in the Appendix for convenience.

FTSE Russell Resources

To assist customers and those involved in transacting derivatives on FTSE Russell indexes in their
determination of whether the indexes they use comply with the definitions of a “qualified index”, FTSE
Russell publishes lists of constituents and constituent weighting information for certain indexes known
to form the basis of financial derivatives at: include link to 871(m) factsheets.

FTSE Russell provides constituent weights for certain indexes at:
https://www.ftserussell.com/analytics/factsheets/home/constituentsweights.

FTSE Russell provides additional index data including the number of constituent members of certain
indexes in index factsheets which are accessible at:
https://www.ftserussell.com/analytics/factsheets/home/search.

FTSE Russell index methodologies are publicly available at: ftserussell.com/products/indexmenu. All
indexes include a clear description of the relevant FTSE Russell index family.

A list of FTSE Russell index-linked derivatives can be found here:
https://www.ftserussell.com/index/index-linked-products/derivatives.

Additional information is available to index subscribers and upon request. Any omissions from the list
of indexes for qualified indices for the purposes of section 871(m) should be notified to
requlation@ftserussell.com.

Disclaimer

Nothing in this document constitutes advice, whether legal, tax, accounting or otherwise and users of
FTSE Russell indexes should seek their own expert and legal, tax and accounting advice regarding
their position under the US Internal Revenue Code, including section 871(m) thereof. This document
may be changed or withdrawn at any time without notice.

Further Information

Please address any questions or comments on this document to requlation@ftserussell.com.

FTSE Russell An LSEG Business | Statement on Qualified Indices under section 871(m) of the US Internal Revenue Code 3


https://www.irs.gov/pub/irs-drop/n-18-72.pdf
https://www.govinfo.gov/content/pkg/CFR-2017-title26-vol11/pdf/CFR-2017-title26-vol11-sec1-871-15.pdf
https://www.govinfo.gov/content/pkg/CFR-2017-title26-vol11/pdf/CFR-2017-title26-vol11-sec1-871-15.pdf
https://www.ftserussell.com/analytics/factsheets/home/constituentsweights?_ga=2.9721840.457919038.1569264880-500494926.1553198818
https://www.ftserussell.com/analytics/factsheets/home/search
https://research.ftserussell.com/products/indexmenu/?_ga=2.88694750.457919038.1569264880-500494926.1553198818
https://www.ftserussell.com/index/index-linked-products/derivatives
mailto:regulation@ftserussell.com
mailto:regulation@ftserussell.com

Appendix

Extracts from Treasury Regulation Section 1.871-15

Definition of an Underlying Security
Paragraph (a)(15)

An underlying security is any interest in an entity if that interest could give rise to a U.S. source
dividend pursuant to 8 1.861-3, where applicable taking into account paragraph (m) of this
section. Except as provided in paragraph (l) of this section, if a potential section 871(m)
transaction references an interest in more than one entity described in the preceding sentence or
different interests in the same entity, each referenced interest is a separate underlying security for
purposes of applying the rules of this section.

Definition of a Qualified Index

The types of qualified index are often referred to as “broad-based” or “non-US” according to the
criteria to be satisfied.

Broad-based index
Paragraph ()(3)
A qualified index means an index that:

“(i) References 25 or more component securities (whether or not the security is an underlying
security);

(i) Except as provided in paragraph (I)(6)(ii) of this section, references only long positions in
component securities;

(iif) References no component underlying security that represents more than 15 percent of the
weighting of the component securities in the index;

(iv) References no five or fewer component underlying securities that together represent more
than 40 percent of the weighting of the component securities in the index;

(v) Is modified or rebalanced only according to publicly stated, predefined criteria, which may
require interpretation by the index provider or a board or committee responsible for maintaining
the index;

(vi) Did not provide an annual dividend yield in the immediately preceding calendar year from
component underlying securities that is greater than 1.5 times the annual dividend yield of the
S&P 500 Index as reported for the immediately preceding calendar year; and

(vii) Is traded through futures contracts or option contracts (regardless of whether the contracts
provide price only or total return exposure to the index or provide for dividend reinvestment in the
index) on—

(A) A national securities exchange that is registered with the Securities and Exchange
Commission or a domestic board of trade designated as a contract market by the Commaodity
Futures Trading Commission; or

(B) A foreign exchange or board of trade that is a qualified board or exchange as determined by
the Secretary pursuant to section 1256(g)(7)(C) or that has a staff no action letter from the CFTC
permitting direct access from the United States that is effective on the applicable testing date,
provided that the referenced component underlying securities, in the aggregate, comprise less
than 50 percent of the weighting of the component securities in the index.”
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Non-US index
Paragraph (I)(4)
Safe harbor for certain indices that reference assets other than underlying securities.

Notwithstanding paragraph (1)(3) of this section, an index is a qualified index if the index is widely
traded, the referenced component underlying securities in the aggregate comprise 10 percent or
less of the weighting of the component securities in the index, and the index was not formed or
availed of with the principal purpose of avoiding U.S. withholding tax.

Short Positions
Paragraph (1)(6)

() In general. When a potential section 871(m) transaction references a qualified index and one or
more component securities or other indices, the qualified index remains a qualified index only if
the potential section 871(m) transaction does not reference a short position in any referenced
component security of the qualified index, other than a short position with respect to the entire
qualified index (for example, a cap or floor) or a de minimis short position described in paragraph
(N(6)(ii) of this section. If, in connection with a potential section 871(m) transaction that references
a qualified index, a taxpayer (or a related person within the meaning of section 267(b) or section
707(b)) enters into one or more transactions that reduce exposure to any referenced component
security of the index, other than transactions that reduce exposure to the entire index, then the
potential section 871(m) transaction is not treated as referencing a qualified index.

(i) Safe harbor for de minimis short positions. Notwithstanding paragraphs (1)(3)(ii) and (1)(6)(i) of
this section, an index may be a qualified index if the short position (whether part of the index or
entered into separately by the taxpayer or related person within the meaning of section 267(b) or
section 707(b)) reduces exposure to referenced component securities of a qualified index
(excluding any short positions with respect to the entire qualified index) by five percent or less of
the value of the long positions in component securities in the qualified index.
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For more information about our indexes, please visit ftserussell.com.

© 2023 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE
International Limited (“FTSE”), (2) Frank Russell Company (“Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global Debt
Capital Markets Limited (together, “FTSE Canada”), (4) FTSE Fixed Income Europe Limited (“FTSE FI Europe”), (5) FTSE Fixed Income LLC
(“FTSE FI”) and (6) The Yield Book Inc (*YB”) and (7) Beyond Ratings S.A.S. (“BR”). All rights reserved.

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE FI Europe, FTSE FI, YB and BR. “FTSE®”, “Russell®”, “FTSE
Russell®”, “FTSE4Good®”, “ICB®”, “The Yield Book®”, “Beyond Ratings®” and all other trademarks and service marks used herein (whether
registered or unregistered) are trademarks and/or service marks owned or licensed by the applicable member of the LSE Group or their
respective licensors and are owned, or used under licence, by FTSE, Russell, FTSE FI Europe, FTSE Canada, FTSE FI, YB or BR.

FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator.

All information is provided for information purposes only. All information and data contained in this publication is obtained by the LSE Group,
from sources believed by it to be accurate and reliable. Because of the possibility of human and mechanical error as well as other factors,
however, such information and data is provided "as is" without warranty of any kind. No member of the LSE Group nor their respective
directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly or impliedly,
either as to the accuracy, timeliness, completeness, merchantability of any information or of results to be obtained from the use of FTSE
Russell indexes or the fitness or suitability of the FTSE Russell indexes for any particular purpose to which they might be put. Any
representation of historical data accessible through FTSE Russell indexes is provided for information purposes only and is not a reliable
indicator of future performance.

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, partners or
licensors for (a) any loss or damage in whole or in part caused by, resulting from, or relating to any error (negligent or otherwise) or other
circumstance involved in procuring, collecting, compiling, interpreting, analysing, editing, transcribing, transmitting, communicating or
delivering any such information or data or from use of this document or links to this document or (b) any direct, indirect, special, consequential
or incidental damages whatsoever, even if any member of the LSE Group is advised in advance of the possibility of such damages, resulting
from the use of, or inability to use, such information.

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing
contained in this document or accessible through FTSE Russell indexes, including statistical data and industry reports, should be taken as
constituting financial or investment advice or a financial promotion.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical,
photocopying, recording or otherwise, without prior written permission of the applicable member of the LSE Group. Use and distribution of the
LSE Group data requires a licence from FTSE, Russell, FTSE Canada, FTSE FI Europe, FTSE FI, YB, BR and/or their respective licensors.
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About FTSE Russell

FTSE Russell is a leading global index provider creating and managing a wide range of indexes, data and
analytic solutions to meet client needs across asset classes, style and strategies. Covering 98% of the
investable market, FTSE Russell indexes offer a true picture of global markets, combined with the specialist
knowledge gained from developing local benchmarks around the world.

FTSE Russell index expertise and products are used extensively by institutional and retail investors globally.
For over 30 years, leading asset owners, asset managers, ETF providers and investment banks have
chosen FTSE Russell indexes to benchmark their investment performance and create investment funds,
ETFs, structured products and index-based derivatives. FTSE Russell indexes also provide clients with tools
for asset allocation, investment strategy analysis and risk management.

A core set of universal principles guides FTSE Russell index design and management: a transparent rules-
based methodology is informed by independent committees of leading market participants. FTSE Russell is
focused on index innovation and customer partnership applying the highest industry standards and
embracing the IOSCO Principles. FTSE Russell is wholly owned by London Stock Exchange Group.

For more information, visit ftserussell.com.

To learn more, visit ftserussell.com; email info@ftserussell.com; or call your regional
Client Service Team office:

EMEA North America Asia-Pacific

+44 (0) 20 7866 1810 +1 866 551 0617 Hong Kong +852 2164 3333
Tokyo +81 3 4563 6346
Sydney +61 (0) 2 8823 3521
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