
 
 
 
 
 
I hope you had chance to look at the resource sheet and brush up on all the new terms and 
concepts I introduced you to in the last lesson? If not, don’t worry, it’s always there waiting 
for you, but they are important to know.  
In this lesson we are going to build on some of these terms a little more, especially now that 
you should understand the definition of a payee.  
 
The next stage is to work out what the payee actually is and to do that we must answer a 
couple of questions: and by that, I mean:    
  

- How, do you identify the status of the payee?  
- How do you know whether the payee is a U.S. or non-U.S. person?  

 
Well, the simple answer to these questions is through obtaining and reviewing 
documentation, our next key term.  As a general matter, documentation refers to all the 
paperwork, data, details, and information collected by withholding agents and payors relating 
to all of their payees.   
  
When you start to think about payees, try to think about lots of different situations where 
you might have a payee relationship. Such as anyone that receives a payment or a fee. This 
would include, vendors, suppliers, attorneys, board members or non-employees.  You could 
also include: 
 

• Bank account holders 

• Investors 

• Landlords, and this list can go on and on.  
 
This diversity can make it quite a challenge for many, and particularly large institutions. For 
example, think how hard it will be for a large bank to find all of its payees.  Some of the 
payees may be linked to accounts payable departments, where they might collect 
documentation from their vendors.  Some payees may be linked to a retail bank and provide 
documentation as an account holder. 
 
Next, we may have private equity funds, hedge funds, and venture capital firms, all may be 
collecting documents through subscription agreements or other contracts from 
investors.  Then there are independent contracts that may be paid by human resources.   
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As you can see, payees can be found in many areas of an organization, and in all these 
examples, the payees are expected to receive some type of income. Therefore, it is 
important, and a requirement, to document the payee to obtain their status. The 
documentation you receive should hold all the important detail you will need in order to 
determine the withholding and reporting you must do once you make a payment to the 
payee.   
  
I mentioned it a few moments ago, but it is important to stress that all payors and U.S. 
withholding agents are required to obtain documentation from their payees, which they 
must immediately validate using a set of due diligence standards. The standards I am talking 
about, we ‘ll discuss in a later module.  
The point to stress is that the validation process should be robust enough to tell the payor or 
withholding agent whether or not it can rely on the documentation they have on file.   
 
Once the payor determines that the documentation, they have on file is reliable, they can 
then use the documentation to establish the basis for how they treat (and will treat) the 
payee or beneficial owner.  The documentation will establish whether the payee or beneficial 
owner is a U.S. or non-U.S. person, and this is based on the type of documentation (form) 
provided.  This also tells the payor or withholding agent what type of withholding, if any, to 
apply and it will also determine what type of form should be used to report payments to the 
payee and the IRS. Remember the 1099’s and the 1042-s?     
  
The other key point that I’m going to mention here, because I want you to keep this in mind 
throughout the course, is that the documentation collected also establishes the basis for 
review during IRS audits.   
  
Once you collect valid or reliable documentation, a payor can rely on it.  In the event the IRS 
shows up to perform an audit, one of the first questions they will ask is whether you are 
relying on good or valid documentation?    
 
As we go through and talk about all the different types of documentation, do not 
underestimate the importance of reviewing and validating what, at first glance, may look like 
simple forms. I can assure you that in many cases they’re not, and rates of failing validation 
can be surprisingly high.  
 
For those that have been involved with information reporting for a long time, their mantra 
has often been heard to be, documentation, documentation, documentation and I’ve heard 
stories where some have been known to count formsW-8 andW-9 to help them fall asleep! 
  
Now that I’ve mentioned formsW-8 andW-9 having briefly raised in module 1, guess what? 
These are types of documentation and very important ones too!   
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At this stage, it is about time we start to discuss the basic forms in a bit more detail and build 
more of an appreciation for them. And to start we are going to look at the one of the most 
popular or frequent you may receive, the W-9 form.   
  
The W-9 is titled “request for taxpayer identification number and certification”, and that's 
really what the form is intended to do. You receive it when you want someone's taxpayer id 
number; which we hopefully know by now is referred to as a tin. Then there is the 
certification part. The W-9 is used to establish (certify) status as a U.S. person and document 
potential certifications regarding backup withholding requirements.   
  
This form is reasonably simple with only a few key components that concern U.S. here and 
these are name, tin, signature and date. You will see if you look at the form that there are 
two spaces for different tins, one labeled as social security number (SSN) and the other as 
employer identification number, an EIN, but note that it say’s or on the form, there should 
only be one tin on the form.  There is other information on the form, but the fields I just 
mentioned are the key fields for our purposes at the moment.   
  
When we get to a later module, we talk about validating forms, there we'll go into further 
detail of the different lines of the form and the different information that you may collect, 
including whether the U.S. person is an individual, entity, trust, etc.  
  
 The next form we're going to talk about isn’t just about one form, but a series of forms, the 
W-8 series. In fact, there are six different forms that make up the W-8 series.  I should 
mention though that most think of the W-8 as a series of five forms as one of the forms, the 
W-8ce. (ce standing for covered expatriate), is not often seen. We are not going to go into 
this form at all here, but you will see a copy in the resources area, so just take a quick peek.  
 
The W-8 series of forms are used by a payee or beneficial owner to document status as a 
non-U.S. or foreign person. Again, this information establishes the basis of all your 
withholding and tax information reporting.   
  
Ok, so what I am going to do now is take a bit of time to briefly explain each of the W-8 forms 
in the series.  
 
The first to mention is what's called the W-8ben, and the ben stands for beneficial owner.  
This form is a single page form and is used by individuals only.  
 
 
 
 
 

COURSE 1 - MODULE 2 – LESSON 2 
 Documentation 
 



 
 
 
 
 
First and foremost, the form tells you that they're foreign, i.e. Not U.S. Secondly that they are 
the beneficial owner, meaning they pay the tax on the income. It also certifies that they are 
an individual, and importantly if there is a treaty benefit or other exemption that can be 
applied. The form is used to claim this.    
  
The second form is the W-8BEN-E. And it’s generally referred to as the BEN-E.  
This form is used by entities (indicated by the e at the end, of course) that they are:  

• Beneficial owners. 

• Providing certification that they are foreign (non-U.S. again). 

• To claim any treaty, benefit or exemption from withholding, and  

• To communicate their Fatca status.  
 
The form W-8BEN-E came into effect with Fatca. We will be discussing Fatca in detail in later 
modules, but I will take a moment to add a bit of history here, where it relates to these 
forms.  
 
Prior to the introduction of Fatca, individuals and entities used to use the same form, the W-
8, which included sections for both individuals and entities. With the introduction of Fatca 
and all the new information required, the IRS split the old W-8BEN form into two – one for 
individuals and one for entities. The individual one, retained the name W-8BEN and stayed as 
a one pager, but the entity one, the ben-e, grew a little and became an eight pager!  
  
The next form we're going to talk about is the W-8 ECI, where ECI stands for effectively 
connected income. Quite a mouthful.  
 
The ECI has been designed to be used by both individuals and entities, and they use it to 
claim that the income they are receiving relates to a trade or business in the unites states. 
The beneficial owner is certifying on the form that their business is in the united states. This 
allows them to be treated as if they were a U.S person, because they intend to and are 
required to file a U.S. income tax return.  
 
To think about that a little deeper, if someone's being treated as a U.S. person, the question 
might come up asking, “why are they not using and sending in a W-9”?  
 
We’ll, quite simply the reason is that the W-9 form certifies that the person submitting that 
form is a U.S. person. In this case, a foreign individual or foreign entity can't say that it is a 
U.S. person, so the form W-8ECI is used to say, "I’m foreign, but I get to be treated like I’m a 
U.S. person."   
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A good example of this, could be Barclays bank, a UK bank in London, and classed as a foreign 
bank for U.S. tax purposes. Their branch in New York would be just such an entity – a U.S. 
branch of a foreign bank.   
 
Their business in New York and the income generated in New York would be effectively 
connected to their business in the united states, and so their New York branch, when 
requested, would provide a form W-8ECI. Their London branch, which does not have a trade 
or business in the U.S., could not do that.  
 
Effectively connected income, ECI, is another complex topic, but as we work our way through 
the course, these examples will become clearer, and as I have mentioned before, all the 
concepts I discuss through these lessons will be built upon in later modules.  
  
 The next W-8 is the W-8EXP, and the exp stands for exempt.  
 
This form is not used by individuals. It is only used by foreign entities that are beneficial 
owners and are generally tax exempt.  
 
It covers a range of different types of entities, such as foreign governments, foreign tax-
exempt organizations and such like.  
 
The form establishes someone as both foreign and tax-exempt and provides for a certain 
exemption and reduced rate of withholding where applicable.  And like the other forms 
we’ve just mentioned it asks for information such as name, entity type, tin, Fatca status, 
certifications and of course signature.  
  
The last form in the W-8 series is the form W-8 IMY, where the IMY stands for intermediary. 
This form is used by an entity to certify that they are foreign and, to tell the payor that, "that 
they are not the beneficial owner, but acting as an agent or an intermediary."  
 
One important aspect of this form, which makes it stand apart from the others is that this 
form is also used to transmit, where necessary, documents relating to the beneficial owner, 
or in most cases beneficial owners!  
 
This may mean you will not only receive the IMY, but you could also receive an awful lot of 
other documentation associated with it.  
 
 
 
 
 
 

COURSE 1 - MODULE 2 – LESSON 2 
 Documentation 
 



 
 
 
 
 
Depending on the make-up of the beneficial owners the intermediary is acting for, this could 
be withholding statements, W-8’s and W-9’s. It can be quite a pack!  
But, let’s not worry too much about that for now. When we get into some of the payee setup 
and payments to foreign persons in later modules, we will go into this in much more detail.   
 
That’s it for this lesson. Hopefully you will now have a good understanding on how to start 
identifying and determining the status of your payees, as well as have an appreciation of 
some of the documentation and what it indicates. These are areas you will certainly become 
more familiar with as we go through this course.  
 
All the form types and their instructions discussed here are available to review by simply 
undertaking a search on the web and you will find the links to them all in the resources area.   
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