
Lesson 2: Form 8966 Overview Part 2

Now, let’s talk about a few special rules related to filing Form 8966.  Withholding agents that are

not FFIs may still have reporting responsibilities here.  How would this happen?  There are two

instances.  One is where this type of non-FFI withholding agent makes a chapter 4 withholdable

payment to a passive NFFE with a substantial U.S. owner.   The other is where the non-FFI

withholding agent that is a designated withholding agent makes a chapter 4 withholdable

payment to an ODFFI with a specified U.S. person that owns certain equity or debt interest in

the ODFFI.  In each of these two instances, the non-FFI withholding agent would have to report

the substantial U.S. owner or specified U.S. person on Form 8966.  These instances demonstrate

a withholding agent that has to look through an entity that certified itself as either a Passive

NFFE with a substantial U.S. owner or an ODFFI with a specified U.S. persons that is an interest

holder to those U.S. persons.  It is a concept similar to our intermediary and flowthrough entity

discussions, but as you can see, different in that they apply only to certain chapter 4 statuses

and chapter 4 withholdable payments.

Another special rule is for U.S. payors that are not required to file Form 8966 to report

payments that they are already reporting on Form 1099.  You remember that payors issue

Forms 1099 to report reportable payments made to U.S. persons.  Generally, withholding agents

that are U.S. payors reporting payments to U.S. nonexempt recipients must report these

payments on Form 1099 and, as such, they do not have to report the same on Form 8966.  So,

here, we are speaking specifically to a U.S. payor that is not a U.S. branch, but is also a

participating FFI, or Reporting Model 2 FFI, or Registered Deemed Compliant FFI.  When these

payors report payments to their account holders on Form 1099 under the rules, then it will not

have to report the same account holders on Form 8966.  For accounts held by a Passive NFFE

with a substantial U.S. owner or by an FFI that the U.S. payor has agreed to treat as an ODFFI,

even if the U.S. payor elects to report these payments on Forms 1099, they must also report on

Form 8966 as well.

One interesting note you will find as we walk through the Form 8966 is that it is not a

withholding form.  There are no boxes or lines for reporting any type of withholding.  These



forms are not substitutes for Forms 1042 and 1042-S, which is where withholding agents will

report any chapter 4 withholding applied.

Now, what happens if a Participating FFI acquires accounts of another Participating FFI as part of

a merger or bulk acquisition?  In that case, the successor Participating FFI may assume the

predecessor’s obligations to report the acquired accounts on Form 8966 for the calendar year in

which the merger or acquisition occurs.  We will cover these rules in greater detail in our deep

dive into chapter 4 code and regulations.

And those are our special rules for Form 8966.  Let’s turn our attention to the types of accounts

and chapter 4 withholdable payments to report on this form.

So, what accounts are we reporting on Form 8966?  We have the same set of folks that must

report, the Participating FFIs, the Reporting Model 2 FFIs, and the Registered

Deemed-Compliant FFIs.  These entities are required to file a separate Form 8966 annually for

each account that it is required to report.  When using pooled reporting, then these FFIs would

report each group on an annual basis.

These FFIs will report the accounts that they are required to treat as U.S. accounts or accounts

of ODFFIs and they must report accounts that they treat as held by recalcitrant account holders

at the end of the calendar year.

Now, here is something we haven’t had to consider for other types of reporting, Forms 8966

report account balance information and not amounts paid.  So, what might happen at times is

that an account holder could roll over the amount or balance in one account into another

account with the same FFI during the calendar year.  The FFI should not report these amounts

two times and instead must report the account in which the amount was rolled by the end of

the calendar year.

The types of accounts subject to reporting on Form 8966 are aligned almost with the types or

definition of an FI.  If you remember, FFIs include depository institutions, so it follows that

depository accounts are in scope here.  Also, custodial institutions are FIs, so custodial accounts



are reportable on Form 8966.  Next, insurance companies are FIs, so certain cash value

insurance or annuity contracts are reportable on Form 8966.  Last, we have investment entities,

so it follows that certain types of equity or debt instruments in those FIs are reportable as well.

Like all other concepts we learned, there are exceptions here too.  One is for individual deposit

accounts with a balance or value less than $50,00 USD.  Now, FIs may choose not to apply this

exception and still report these lower balance amounts.  Always confirm your organizations

policies and procedures, especially in instances like this where a choice can be made.

Okay, so what account information does the FIs report on the Form 8966? First, as we have

been discussing, we have the accounts held by specified U.S. persons.  For these U.S. persons,

the FI will report the name, address, and U.S. TIN of each person, which sounds similar to our

Form 1099 lesson, right?  Next, they will report the account number and account balance or

value, and certain interest, dividends and gross proceeds payments with respect to the account.

Now, this all seems fairly simple and straightforward, but there are many items for us to discuss!

Here, is where it can get a bit hairy.  So, for the details we just mentioned, those are the details

for reporting a U.S. person.  What happens when an FI reports a Passive NFFE?  Remember,

those may have a substantial U.S. owner that needs reporting, right?  In that case, the FI will

report each substantial U.S. owner on a separate Form 8966.  The information in similar in that

the FI will report the name and address of the NFFE, and the name, address, and U.S. TIN of the

substantial U.S. owner.  Next the FI will report the account number, account balance or value,

and certain payments that we just discussed with respect to the account.

For the ODFFIs, we have similar rules.  Here, the FI will report the name and address of the

ODFFI and then the name, address, and TIN of each specified U.S. person that owns certain

equity or debt interests in the ODFFI.  Next, the FI will report the account number, account

balance or value, and certain payments with respect to the account.



Last, let’s talk about the accounts held by recalcitrant account holders.  FIs will report the

number of accounts included in this reporting pool and the aggregate account balance or value

for these accounts.

Now, when we talk about withholding agents reporting on Form 8966, the rules vary just a bit.

Remember, withholding agents that are U.S. payors are reporting only two types of persons on

Forms 8966 – the ODFFIs with specified U.S. persons that own equity or debt interests in the

ODFFI and the Passive NFFEs that have substantial U.S. owners.  So, here the withholding agent

reports the name of the ODFFI and the name, address, and TIN of the specified U.S. person.  For

the Passive NFFEs, the withholding agent will report the name of the Passive NFFE and the

name, address, and TIN of the specified U.S. person that is a substantial U.S. owner.  Then,

similarly, and the withholding agent reports the total of all withholdable payments made to the

NFFE.


