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REMINDER: FATCA Is Now In Effect!
TAX
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The Foreign Account Tax Compliance Act entered a new phase on July 1, 2014- the reporting requirements
became effective. What does this mean? Treasury, in an effort to improve compliance with US tax laws, has
stepped up the reporting requirements related to non-US assets held and income earned by US tax filers. It
began a few years ago with enforcement of existing foreign bank account reporting, followed by tax forms
related to foreign businesses owned by or owning US filers. The rules have expanded to encompass many US
payments to non-US payees, but also to US payees of foreign financial institutions. And now governments
will be sharing information. There’s just no hiding anymore.
What should you do now?
If you’re receiving payments from a foreign financial institution or other withholding agent, you will need to
provide your US identification number to the agent.
If you’re paying a foreign person, the company should begin to collect and obtain new withholding certificates
from foreign payees. The payee will need to provide a valid Form W-9, W-8BEN
(or W-8BEN-E), or other applicable form. Otherwise, you will be required to withhold 30% of certain US
sourced income.
Severe civil and criminal penalties can be imposed for noncompliance. For example, civil penalties range
from $10,000- $50,000 per failure, plus up to 40% underpayment penalties. The IRS has indicated that it will
be lenient in enforcing the FATCA reporting requirements for 2014 and 2015, but it is important to make sure
your company is compliant with the withholding rules as soon as possible. Keep in mind that there are also
withholding obligations under other sections of the Internal Revenue Code, so now is the perfect time to
review your overall compliance

Want to learn more? Read our previous articles on FACTA:
https://www.schneiderdowns.com/irs-publishes-first-fatca-list-of-financial-institutions
https://www.schneiderdowns.com/new-era-international-reporting-compliance-set-to-begin
https://www.schneiderdowns.com/changes-fatca-offshore-captive-insurance-companies
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You’ve heard our thoughts… We’d like to hear yours
The Schneider Downs Our Thoughts On blog exists to create a dialogue on issues that are important to organizations and
individuals. While we enjoy sharing our ideas and insights, we’re especially interested in what you may have to say. If you
have a question or a comment about this article – or any article from the Our Thoughts On blog – we hope you’ll share it
with us. After all, a dialogue is an exchange of ideas, and we’d like to hear from you. Email us at
contactSD@schneiderdowns.com.
Material discussed is meant for informational purposes only, and it is not to be construed as investment, tax, or legal advice.
Please note that individual situations can vary. Therefore, this information should be relied upon when coordinated with
individual professional advice.
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