
Lesson 16: Chapter 4 Reporting – Form 8966

Hello and welcome back to our lesson on Form 8966 reporting under chapter 4.  Our last lesson

walked through the rules of chapter 4 reporting on Forms 1042 and 1042-S – which was very

similar to what we learned in our lesson on chapter 3.  Now, we will begin our discussion on

Form 8966.

So, who files the FATCA Report or the Form 8966?  A withholding agent that makes a chapter 4

withholdable payment to one of three folks will be have to report on Form 8966 or the FATCA

report:

- First is a passive nonfinancial non-U.S. entity or a passive NFFE, with one or more

substantial U.S. owners.  Remember, a passive NFFE is an entity that is passive in nature,

meaning more than half of its income is derived through passive income – such as

interest, dividends, royalties, etc.  Active income is more along the lines of performing

services, wages, salaries, income from business in which there is a material participation.

Generally, these passive entities are trusts.  We care about who owns these passive

entities, because this is the main focus of chapter 4 – to identify U.S. persons holding

assets outside of the United States and through non-U.S. passive entities.  So, where a

passive NFFE provides a withholding certificate and properly certifies that it has

substantial U.S. owners or U.S. persons that own 10 percent or more of the passive

entity, then the withholding agent will have to report those U.S. persons to the IRS on

Form 8966.

- Second is where we have controlling persons of a passive NFFE.  This is very very similar

to substantial U.S. owners, except some countries with which the United States has an

Intergovernmental Agreement or IGA, will have its own rules about entity ownership.

Remember the IGAs are agreements between the U.S. and other countries that cover

certain reporting.  This applies to Model 2 IGAs, remember, those are the IGAs that

require a jurisdiction to report U.S. persons to the IRS directly – and not through its own

local tax authorities like the Model 1 IGAs.  A controlling person generally is a natural



person or a human.  It is a person that has some type of management or control of the

entity or falls within the definition set forth by the local jurisdiction.  Those U.S.

controlling persons will have to be reported on Form 8966.

- Third we have owner-documented FFIs with a specified U.S. person or U.S. controlling

person owning certain equity or debt interest in the FFI.  We have not talked about these

entities yet.  Generally, these entities are FFIs that are financial institutions solely

because they are investment entities and are not banks, or custodians, or insurance

companies, or any other types of financial institutions.  The owner-documented FFI will

have to provide a withholding certificate to a withholding agent that includes an owner

reporting statement.  Again, if there are any substantial U.S. owners or U.S. controlling

persons, then the withholding agent will have to report them on Form 8966.

-

So, that was a mouthful and something we do not want you to get bogged down trying to

understand at this point. Later in this course we will have a whole module dedicated to chapter

4, where we will explain all of this in great detail.  For now, we wanted you to understand some

of the persons that a withholding agent will have to report on Form 8966.

Now, what are the key points for filing Form 8966?  It is a fairly simple form.  There are five parts

to this form and the filer will complete only the parts relevant to its own status.  We will walk

through this form in detail in our next module.  Here we want to explain that each type of filer

will complete the form a bit differently.  For example, a withholding agent will complete the

form differently than a participating FFI.  The first part is for the filer to identify itself, its name,

address, TIN, GIIN, and other details.  Remember a GIIN is a Global Intermediary Identification

Number.  Part 2 is for the account holder or payee information.  Part 3 is for information related

to the U.S. owner or specified U.S. person.  Part 4 includes the financial information, which

depends on the type of institution.   As an example, a bank would report financial details on

interest based on deposit information.  An investment entity or fund would report on amounts

paid or credited or redemptions paid to investors.  Part 5 is for pooled reporting, which we will

explain in great detail in our module on chapter 4.  That is about all that the Form 8966



includes!  So, let’s keep moving with some of the other important details you need to know

about this form.

First, with respect to the filing date, the Forms 8966 must be filed by March 31 of the year

following the calendar year in which the payment is made.  Withholding agents and payors are

allowed an automatic 90-day extension of time to file Form 8966, so long as they complete

Form 8809-I.    These folks should request an extension as soon as they are aware that an

extension is necessary, but no later than the due date for filing Form 8966.  There are certain

instances where the IRS may grant an additional 90-day extension to file Form 8966, but

practically, they are not granted lightly.

Finally, financial institutions are required to file Form 8966 electronically – regardless of how

many forms they file.  All other entities that file 250 or more Forms 8966 will be required to file

electronically.  As we mentioned in prior lessons, these electronic filing requirements are

becoming stricter and less folks will be allowed to file on paper.  Be sure to check your current

year electronic reporting requirements before electing to file on paper – if you are not a

financial institution.

For those that are truly unable to file electronically, they may request a waiver from filing Form

8966 electronically.  Here, they would submit Form 8508-I  Form 8966 filers should submit these

requests at least 45 days before the due date of the returns.

As usual, the IRS encourages everyone to file electronically where possible.  It is a sign of the

times.  And with that we conclude our lesson on Form 8966 reporting.  In our next lesson we

will talk about the other side of the Form 8966 coin, which is the Intergovernmental Agreement

or IGA reporting side.  This is where the other countries and jurisdictions will be reporting

information back to the United States.  Interesting discussions – see you then!


