
Lesson 1: Form 8966 Overview Part 1

First, let’s talk a bit more about why we use this form.  As we have been discussing, chapter 4

requires a withholding agent to apply 30 percent chapter 4 withholding to chapter 4

withholdable payments made to a foreign financial institution, or FFI, that did not enter into an

FFI Agreement with the IRS.  When FFIs enter into an FFI Agreement with the IRS, they agree to

be compliant with chapter 4 and to be treated as a participating FFI.  Under the FFI Agreement,

the FFI agrees to satisfy certain reporting obligations each year related to its U.S. accounts,

accounts held by owner-documented FFIs or ODFFIs, and certain aggregate information

regarding accounts held by recalcitrant account holders – you remember those folks who did

not or refuse to certify a chapter 4 status.

Also, under chapter 4, withholding agents are required to apply chapter 4 withholding to

chapter 4 withholdable payments made to passive nonfinancial foreign entities or NFFEs, unless

the passive NFFE certifies to the withholding agent that it does not have any substantial U.S.

owners or provides certain identifying information regarding any substantial U.S. owners it may

have.   If there are substantial U.S. owners of a Passive NFFE, then a withholding agent will have

to report information about those substantial U.S. owners and specified U.S. persons holding

certain equity or debt interests in a payee that the withholding agent has agreed to treat as an

ODFFI.  We will talk a lot more about all of this in our deep dive module on chapter 4.  Here, it is

important to know who the reporting agent is reporting on these forms.

Now, if you recall from our last lessons, certain countries or jurisdictions that agree to be

compliant with chapter 4 entered into an Intergovernmental Agreement or IGA with the United

States.  These agreements helped to implement chapter 4 rules where there might have been

local issues regarding reporting or sharing of this information.  We have the Model 1 IGAs where

FFIs in that jurisdiction perform their own due diligence and report on their account holders

generally to their own tax authorities.  Some report on Form 8966, the subject of our lesson,

but others report on what we call an IGA equivalent form that includes similar required

information of the Form 8966, but slightly different to agree with local rules in that country.

Those tax authorities then exchange information with the United States.  We also have the



Model 2 IGAs, where the FFIs are able to report directly to the United States.  Generally, these

FFIs report on Form 8966 unless local rules require an equivalent form.  In Model 2 countries,

FFIs are allowed to report account holders that do not waive legal restrictions for the FFI to

report the required information.  These are called non-consenting U.S. accounts.

So, Form 8966 is for reporting information regarding U.S. accounts, substantial U.S. owners of

passive NFFEs, specified U.S. persons that own certain debt or equity interest in ODFFIs, and

certain other accounts required based on the chapter 4 status of the filer.  Filers must submit a

separate Form 8966 for each substantial U.S. owner of a passive NFFE and each specified U.S.

person owning certain equity or debt interests in an ODFFI, and for each group of accounts of

an FFI for which pooled reporting is permitted.

The persons that must file a Form 8966 are as follows:

- Participating FFIs to report information with respect to U.S. accounts, accounts held by

ODFFIs, and accounts held by recalcitrant account holders.

- U.S. branches of FFIs that are not treated as U.S. persons are subject to the same Form

8966 reporting requirements as a Participating FFI.

- Registered Deemed Compliant FFIs to report a U.S. account for which it has reporting

obligations as a condition of its applicable status.

- Related entities or branches described in an applicable Model 2 IGA to report a U.S

account to the extent permitted under the relevant laws pertaining to the branch or FFI.

- Reporting Model 2 FFIs to report information with respect to U.S. accounts, accounts

held by ODFFIs, and non-consenting U.S. accounts.

- Qualified Intermediaries, or QIs, Withholding Foreign Partnerships, or WQPs, or

Withholding Foreign Trusts or WTs to report on accounts, partners, beneficiaries, or

owners, as applicable and as provided in their QI, WP, or WT agreements.

- Direct Reporting NFFEs to report their substantial U.S. owners or report that they have

none.



- And last, Sponsoring Entities to report an account of an FFI or a substantial U.S. owner of

a passive NFFE that it has agreed to treat as a Sponsored FFI or a Sponsored Direct

Reporting NFFE.   The sponsored entities themselves will not have to file Form 8966

where their Sponsoring Entity is reporting on their behalf.

- And last, a trustee of a Trustee-Documented Trust reports all information required to be

reported under an applicable IGA as if it were a Reporting Model 2 FFI with respect to

each U.S. account maintained by the Trustee-Documented Trust.


