
Lesson 10 – W-8IMY Walkthrough Part 6

Line 16 is a bit new and related to QDDs or Qualified Derivatives Dealers.  On Line 16a, the QDD 

will certify that each QDD identified in Part 1 or on a withholding statement associated with this 

form meets the requirements to act as a QDD and assumes primary withholding and 

responsibilities under chapters 3, 4, 61, and section 3406 with respect to any payments it makes 

with respect to potential section 871(m) transactions.  Now that we are a bit of the way through 

this form, we will not stop to walk through the types of withholding and reporting under each 

chapter and section, because we are sure you know them by now!

On Line 16b, these QDDs will enter their own entity classification as either a corporation, 

partnership, or disregarded entity.  These are more in line with the chapter 3 designations on 

Form W-8BEN-E with which you are already familiar.

Now, some entities acting as QDDs may be entitled to claim treaty benefits for certain payments 

subject to withholding that they receive in their principal capacity.  This would include payments 

of interest or dividends beginning in 2018.  In order to make a treaty claim here, the QDD would 

complete a Form W-8IMY and include a statement associated with the form that contains 

information required in Part III of the Form W-8BEN-E.  This was the Treaty section of the form. 

Please refer back to our lesson on Form W-8BEN-E for additional details.  The items included in 

this statement would be a treaty claim by a hybrid entity that is a disregarded entity that is 

identified on a QDD’s withholding statement.  Alternatively, the QDD could use a Form

W-8BEN-E instead for these purposes.

Entities acting as a QDD and fiscally transparent, meaning the owners/investors are taxed on the 

earnings,   in its jurisdiction of organization would not claim treaty benefits in this way.  These 

entities would include withholding certificates or documentary evidence on the owners 

claiming treaty benefits and provide an allocation on the withholding statement.

Non-U.S. branches of U.S. persons that act as QDDs and receive payments that otherwise would 

be subject to withholding except for the status of a U.S. person would associate this Form

W-8IMY with a Form W-9 from the U.S. person.  This means that the QDD would provide both a



Form W-8IMY for the QDD that is as a non-U.S. branch of a U.S. person and is acting as a QDD,

and then a Form W-9 for the U.S. person.

Now that we understand the types of QIs that will certify on Form W-8IMY, let’s dig in a bit to

the withholding statements of QIs.  The QIs that must provide a withholding statement are

those who:

- Receive chapter 4 withholdable payments from a withholding agent or payor.

- Receive amounts subject to chapter 3 withholding from a withholding agent or payor.

- Receive amounts reportable under chapter 61 or subject to backup withholding under

Section 3406.

- Have not assumed primary withholding responsibility under chapter 3 and chapter 4

with respect to these payments.

- Have not assumed primary Form 1099 reporting and backup withholding responsibility

for the payment if they are receiving a reportable amount on behalf of a U.S. nonexempt

recipient.

The withholding statements are separate attachments to the Form W-8IMY and are not

separate IRS forms.  Even though they are separate, the rules tell us that they are an integral

part of the form itself.  As such, the certification statement at the end of the form – where the

entity will sign and date the form under penalty of perjury, applies to the withholding statement

in addition to the form, itself.  This means that by signing a Form W-8IMY and attaching a

withholding statement that the withholding statement is also signed under penalty of perjury

by the signer of the Form W-8IMY.

So, what does the QI include in the withholding statement?  There are a few items:



- First, the QI must designate the accounts for which it is acting as a QI.

- Next, the QI must designate the accounts for which it is assuming primary withholding

and reporting responsibility under chapter 3 and chapter 4 of the Code.

- Third, and if applicable, the QI must designate the accounts of payment for which it is

acting as a QSL, Qualified Securities Lender, with respect to any U.S. source substitute

dividends.

- Last, the QI must provide information to allocate the payment.  This includes allocations

to chapter 3 withholding rate pools, chapter 4 withholding rate pools, or other pools of

payees permitted under chapter 4.  As a quick refresher, these are groupings of persons

on whose behalf the QI receives income.  This means that all of the non-U.S. persons

receiving amounts subject to 30 percent chapter 3 withholding would be in a chapter 3

withholding rate pool.

Now, QIs receiving chapter 4 withholdable payments will have additional rules.  Chapter 4

payments generally are limited to payments of U.S. source interest or dividends.  When these

QIs do not assume primary withholding responsibility under chapter 3 and chapter 4 and Form

1099 reporting and backup withholding responsibility for payments on behalf of its beneficial

owner, then they must provide a withholding statement that fits within the requirements of an

FFI withholding statement, for those QIs who are FFIs, or a chapter 4 withholding statement, for

those QIs that are not FFIs.

When we think about QIs in the context of chapter 4, we think about FFIs that registered with

the IRS.  These QIs that are FFIs may provide an FFI withholding statement to allocate the

payments to chapter 4 withholding rate pools or other payee pools.  We talked a bit about

nonparticipating FFIs and recalcitrant account holders in our lesson on chapter 4 and will talk

much more about them in our module on chapter 4.  These are the folks that choose not to

comply with chapter 4.  The Nonparticipating FFIs are the FFIs that choose not to enter into an

agreement with the IRS to be compliant with chapter 4 and the recalcitrant account holders

choose not to document themselves as a U.S. or non-U.S. person and with a chapter 4 status.

QIs that are FFIs may include a single pool for each of these types of account holders.  So, on an



FFI withholding statement we might see a pool of recalcitrant account holders and a pool of

Nonparticipating FFIs.  QIs that are FFIs may also have a chapter 4 withholding rate pool of U.S.

payees, where they do not assume primary Form 1099 reporting and backup withholding

responsibility.  This pretty much moves the obligation of backup withholding and Form 1099

reporting on any U.S. persons to the payor or withholding agent instead of the QI managing

these tasks for the persons on whose behalf they are receiving chapter 4 payments.

So, what does a chapter 4 withholding rate pool of U.S. payees include?  We have a few

scenarios based on the type of QI FFI.

First, we have a QI that is a reporting Model 1 FFI.  They would use a pool for chapter 4

withholding rate pool of U.S. payees.  This would include a QI that is a FFI and is resident in a

Model 1 IGA jurisdiction.  These are jurisdictions with which the United States has an

agreement in place to be compliant under chapter 4.  Model 1 FFIs agree to report any specified

U.S. persons to their own tax authorities and then those non-U.S. tax authorities will exchange

that information with the United States IRS.  So, this withholding rate pool applies to those

specified U.S. persons that would be reported by a Model 1 IGA FFI.  The specified U.S. persons

in this case would have U.S. indicia on file with the QI and would not be subject to withholding

under chapter 3 or chapter 4 or to backup withholding under Section 3406.  U.S. indicia is any

information that the QI has on file that might indicate that the person is a U.S. person.  This

could be a U.S. mailing address or a U.S., a U.S. place of birth, or a U.S. in-care-of address.

There are more, but we want to touch on the gist here while walking through the form.  You can

reference our module on chapter 4 for additional details under the regulations related to U.S.

indicia.  So, similar to the cures we talked about regarding a U.S. mailing address on a Form

W-8BEN or BEN-E, the QI would have to request additional documentation from the payee to

substantiate the status of the person as U.S. or non-U.S.  If the QI did not receive this additional

documentation, then we have a specified U.S. person by default and a Model 1 IGA FFI will have

to report this specified U.S. person to the tax authorities.  This is the pool of persons we need to

capture here.



Next, we have Reporting Model 2 FFIs.  Those are FFIs that reside in a jurisdiction that has a

Model 2 IGA with the United States.  Model 2 agreements tell the FFIs to report these specified

U.S. persons to the U.S. IRS directly.  So, here, we have QIs that are Model 2 FFIs that have

account holders in the same predicament we just described – meaning they are not subject to

withholding under chapter 3, chapter 4, or section 3406.  Further, under the Model 2 rules, we

have non-consenting U.S. accounts – slightly different than specified U.S. persons.  These are

the folks that appear to be U.S. persons and who have not provided consent for the Model 2 FFI

to report them to the U.S. IRS.  These folks may have their own pool.

Third, we have QIs that are non-U.S. payors and are participating FFIs, registered

deemed-compliant FFIs, or reporting Model 1 FFIs.  Non-U.S. payors are payors organized

outside of the United States that are subject to the Form 1099 reporting rules under chapter 61.

We talk about this quite a bit in our module on section 6049.  These QIs will have to report their

account holders that are not subject to chapter 4 withholding or backup withholding under

section 3406.  This includes the TIN of the account holder.

Let’s look at an example.  In this case, let’s assume we have a QI that is a non-U.S. payor, and

does not assume primary Form 1099 and backup withholding responsibility.  The QI does report

specified U.S. persons under chapter 4.  Now, all of the other facts are the same as we had in

our last example.  There, the QI received a $100 payment of U.S. source dividends on an

account for which it acted as a QI.  The QI held this account with a withholding agent.  The QI

maintained this account on behalf of the following recipients:

- $20 of that amount was for a Nonparticipating FFI that is an account holder of the QI

- $20 of that amount was for a recalcitrant account holder of the QI.  This account holder

has U.S. indicia – let’s say a U.S. place of birth – and no additional documentation to

suggest otherwise.

- $10 of that amount was for two U.S. individual account holders of the QI that the QI

reports as U.S. accounts according to its obligations under chapter 4 a U.S. payor.  This

means that each account holder received $5 each for a total of $10.



- $10 of that amount was for a corporation, or U.S. exempt recipient, that is not a

specified U.S. person and is an indirect account holder of the QI.  This means that the QI

holds an account for another intermediary, with which the corporation holds an account.

So, it was not a direct account holder of the QI.

- $20 of that amount was for a partnership, a U.S. nonexempt recipient, that was a

specified U.S. person and an indirect account holder of the QI.

- $20 of that amount was for a non-U.S. individual who is an account holder of the QI and

was entitled to a 15 percent rate of withholding under an applicable income tax treaty.

Here, although the QI assumes primary withholding and reporting responsibility under both

chapter 3 and chapter 4, the QI must provide a withholding statement to the withholding agent.

The withholding statement would allocate the following:

- $10 of the payment to the corporation

- $20 of the payment to the U.S. partnership

- $10 to a chapter 4 withholding rate pool of U.S. payees.   This is a pool that contains the

$5 paid to each U.S. individual.

Notice that the QI does not need to allocate the amounts for which it assumes primary

withholding and reporting responsibility under chapter 3 and 4.  This means that it does not

have to include:

- The $20 payment to the Nonparticipating FFI.

- The $20 to the recalcitrant persons.

- The $20 payment to the non-U.S. individuals.

Also, the QI does not have to allocate any portion of the payment specifically to the U.S.

individual, because the QI is a non-U.S. payor.  This means that it is allowed to include the

individual in a chapter 4 withholding rate pool of U.S. payees.  So, the QI must provide the

withholding agent with the following information:

- A Form W-8IMY in its own name with the boxes checked on Lines 14, 15a, and 15d.



- A withholding statement that allocates

o $10 of the payment to the corporation

o $20 of the payment to U.S. Partnership

o $10 to a chapter 4 withholding rate pool of U.S. payees.

- A Form W-9 for the U.S. nonexempt recipient that is a partnership or at least the name

and TIN of that partnership.

The corporation or exempt recipient does not require a Form W-9.  And that is the package.

While we are here, let’s take a look at another example and we will assume the same facts –

except this time, the QI is a U.S. payor and does not assume primary Form 1099 and backup

withholding responsibility.  How will this look?

Here, because the QI is a U.S. payor, it is not allowed to include the Nonparticipating FFI and the

recalcitrant account holder in a withholding rate pool of U.S. payees.  Instead, the QI will

provide a withholding statement with the following details:

- $10 of the payment to the U.S. individual with payee specific information instead of to a

pool.

- $10 of the payment to the exempt recipient, or corporation.

- $20 of the payment to the U.S. nonexempt recipient or partnership.

The QI must also provide the following withholding certificates:

- Form W-8IMY in its own name with the boxes checked on Lines 14 and 15a.

- Form W-9 in the name of the first U.S. individual receiving $5

- Form W-9 in the name of the second U.S. individual receiving $5

- Form W-9 in the name of the U.S. nonexempt recipient or partnership that received $20.

QIs that receive chapter 4 withholdable payments and that are not FFIs and that do not assume

primary withholding responsibility under chapter 3 and chapter 4 must provide a chapter 4

withholding statement that includes the following information for each payee:



- Name

- Address

- TIN if any

- Entity type, if the payee is not an individual or human

- Chapter 4 status

- Amount allocated to each payee

- A valid and reliable withholding certificate or other documentation sufficient to establish

the chapter 4 status of each payee

The withholding statement may include also:

- Pooled information for the payees that are nonparticipating FFIs that hold accounts that

they maintain or hold accounts with an intermediary of flow-through entity receiving the

payment.

Okay, one more example.  Let’s use the same facts again, except here, the QI is a non-U.S. payor

that does not assume primary withholding and reporting responsibility under chapter 3 and

chapter 4.  The QI also does not assume primary Form 1099 and backup withholding

responsibility.  In this case, the QI will provide an FFI withholding statement with the following

pools:

- Nonparticipating FFI Pool - $20, which is subject to chapter 4 withholding.  Remember,

Nonparticipating FFIs choose not to be compliant with chapter 4 and generally, unless

the QI is in an IGA country, chapter 4 withholding will apply. 

- Recalcitrant Account Holder Pool - $20, which is subject to chapter 4 withholding.

Similar rules apply here.

- Chapter 4 Withholding Rate Pool of U.S. Payees - $10.  This represents the $5 paid to

each of the U.S. individuals.

- Chapter 3 Withholding 15 Percent Treaty Rate Pool - $20, for the non-U.S. person eligible

for a 15 percent treaty rate.



- 0 Percent Rate Pool - $10, for the portion allocable to the exempt recipient or

corporation.

Since our last recipient, the U.S. nonexempt recipient or partnership, cannot be included in the

chapter 4 withholding rate pool of U.S. payees, the QI will be required to allocate $20 to a

separate withholding rate pool.  This is because the account of the partnership is maintained by

a certified deemed compliant FFI.  In our original example, we had mentioned that the

partnership did not have a direct account with the QI.  Instead, it had an account with a certified

deemed-compliant FFI and that FFI had an account with the QI.

The QI in this case will provide a Form W-8IMY in its own name and will check the boxes on

Lines 14, 15c, and 15d.  Since all of the allocations of the QI are in pools, there is no need to

provide withholding certificates of its owners to a withholding agent.  The withholding agent

will report the amounts to the pools and withhold accordingly on the pooled amount.

Now, that was a lot of information about QIs.  We will now move into the next Part IV about

Nonqualified Intermediaries or NQIs.


