Deloitte

FATCA for
non-financial companies

Anthony Martirano Jr., Deloitte Tax LLP

December 6, 2012




FATCA overview



FATCA aims to identify U.S. persons trying to avoid U.S.
tax obligations by holding assets in non-U.S. structures
and products

U.S. person

PY » Foreign Financial Institutions (FFIs) are required to enter
agreements with U.S. Treasury to ascertain and report
U.S. accounts annually
* Non-Financial Foreign Entities (NFFES) are required to
ﬁ report substantial U.S. owners or certify no U.S. ownership

What does FATCA involve?

» U.S. withholding agents and participating FFIs are required
to withhold 30% of withholdable payments made to
recalcitrant account holders or non-patrticipating FFIs.
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=" Sso » Participating FFIs are required to select FFI Officers who
/’ Bank \~\ certify that the FFI is in compliance with the obligations set
,/ S— Trust ~ forth under the agreement.
\
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/ . . Who must meet the FATCA requirements?
[l rFaswealn U.S. withholding \ d
! manager agents, FFls and | + Foreign Financial Institutions

1

\‘ !

NFFEs » Non-Foreign Financial Entities and Affiliates
N ,,' + U.S. Withholding Agents
\\\ // Who are the targets?
—’,,w” « U.S. individuals

~
—————————T » U.S. entities (including privately held corporations,

S
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Income, sales partnerships and trusts)
proceeds and pass Non-U.S. Financial Entities with substantial U.S.
through payments ownership

U.S. assets
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Who needs to comply with FATCA?

U.S. withholding
agents

U.S. entity that has control, receipt, custody disposal or payment of any
withholdable payment
» Does not make any difference what industry they are in

Foreign Financial
Institutions (FFIs)

Non-U.S. entity that accepts deposits, holds financial assets for the account of
others as a substantial part of its business, or engages primarily in the business
of investing or trading securities, commaodities, partnerships or any interests in
such positions.

* May include holding companies, hedging and financing centers

Non Financial
Foreign Entities
(NFFEs)

Includes any foreign entity that is not a FFI or is not one of the following

specifically EXCEPTED entities:

» Any publicly traded corporation and its corporate affiliates (more than 50% of
vote and value)

* Any entity organized under the laws of a possession of the U.S.

» Any foreign government, or any wholly owned agency of

* Any international organization or any wholly owned agency or instrumentality
of such

» Any foreign central bank (unless acting as intermediary for clients)

* Any other class of persons identified by the Secretary as posing a low risk of
tax evasion

U.S. citizens, U.S. residents, nonresident aliens who meet the substantial
presence test, partnerships, trusts, estates and non-publicly traded corporations
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Who is a Foreign Financial Institution

The term is very broadly defined:
 Accepts deposits in the ordinary course of a banking or similar business;

« Holds, as a substantial portion of its business, financial assets for the
account of others;

* Is engaged primarily in the business of investing, reinvesting, or trading
In securities, partnership interests, commodities, insurance or annuity
contracts, or any interest (including a futures or forward contract or
option) in such security, partnership interest, commodity, notional
principal contract, insurance contract, or annuity contract; or

* Is one of certain insurance companies
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Who is a Financial Institution

« An entity is considered to be engaged in a banking or similar business if
It engages in one or more of the following activities —

— Accepts deposits of funds;

5

Makes personal, mortgage, industrial, or other loans;

Purchases, sells, discounts, or negotiates accounts receivable, installment
obligations, notes, drafts, checks, bills of exchange, acceptances, or other
evidences of indebtedness;

Issues letters of credit and negotiates drafts drawn thereunder;
Provides trust or fiduciary services;
Finances foreign exchange transactions;

Enters into, purchases, or disposes of finance leases or leased assets;
Provides charge and credit card services

An entity is engaged primarily in the business of investing, reinvesting,
or trading if the entity’s gross income from those activities is at least 50
percent of its total gross income over the testing period (generally,
shorter of 3 years or its period of existence).
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Potential FATCA exceptions for foreign entities in a non-
financial group that would otherwise qualify as FFIs
(“Excepted FFIs™)

* Non financial holding companies:

— Aforeign entity substantially all of the activities of which is to own (in whole or
in part) the outstanding stock of one or more subsidiaries that engage in
trades or businesses, provided that no such subsidiary is a financial institution

« Hedging/Financing center

— A foreign entity that primarily engages in financing and hedging transactions
with or for members of its expanded affiliated group that are not financial
institutions and does not provide financing or hedging services to non-affiliates

* Non-financial entities that are liquidating or emerging from bankruptcy
 Certain start-up companies
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What happens if you meet the definition

« If you fall into the definition of a financial institution you must comply with
FATCA or you will be subject to negative impacts

— 30% withholding tax which will apply to payments of U.S. source income and
gross proceeds

» Applies regardless of treaties or statutory exceptions
« May not be reclaimable or creditable
— 30% withholding on certain foreign source payments

 Foreign pass thru withholding may apply even when there is no direct
investment in U.S. assets

— Market pressure from counterparties and clients

* The rules apply to all foreign financial institutions even if they do not
have accounts
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Traps for the unwary



FATCA considerations

The reach of the Foreign Account Tax Compliance Act (FATCA) will
require nearly every business with an international footprint or doing
business globally to confront new compliance realities.

Though the obvious impact of the new FATCA regime will be on
businesses in the financial services industry, global non-financial services
institutions will also be required to implement document due diligence and
tax information reporting processes.

All payors of amounts to foreign persons will need to determine
obligations existing on January 1, 2013 for grandfathering purposes.

The risk of non-compliance could be costly. The phase-in of FATCA
withholding begins on January 1, 2014 and could result in the application
of a 30% withholding tax on certain U.S. source income, extending to
certain gross proceeds in 2017.
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Traps for the unwary: Activities that may be subject
to FATCA

A foreign entity that does any of the following activities may be an FFI
(note below list is not all inclusive):

 Hold financial assets for the account of others;
* Provide intercompany loans or advances (including back-to-back loans)

* Engage in swaps, futures and other hedging activities including
currency, oil, and gas hedging;

* Engage in internal “financing” operations located outside the U.S.
(e.g., cash pooling);

« Make financial services type payments to non-US payees
(e.g., making interest payments to non-U.S. lenders)

 Act as a holding company
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Traps for the unwary: Activities that may be subject
to FATCA (cont.)

* Engage in banking or similar businesses:

Accept deposits of funds;
Make personal, mortgage, industrial, or other loans;

Purchase, sell, discount, or negotiate accounts receivable, installment
obligations, notes, drafts, checks, bills of exchange, acceptances, or other
evidences of indebtedness;

Issue letters of credit and negotiate drafts drawn thereunder;
Provide trust or fiduciary services;

Finance foreign exchange transactions;

Enter into, purchase, or dispose of finance leases or leased assets;
Provide charge and credit card services.

* Make a purchase of “goods” (e.g., raw materials)
« Acquire or sell a subsidiary
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Traps for the unwary: Activities that may be subject
to FATCA (cont.)

* Provide financing to customers

« Borrow money from, loaning money to or purchasing securities from
other members of the affiliated group;

 Raising funds from related or unrelated parties and transferring to other
members of the affiliated group;

* Netting intercompany receivables and payables;

 Process stock/bond redemptions and dividend
payments (e.g., U.S. parent making dividend
payments to shareholders);

 Setting up non-U.S. pension or retirement plans.
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FATCA’s impact on USWAS



FATCA'’s impact on U.S. withholding agents

U.S. withholding agent

Any U.S. person that has control, receipt, custody, disposal, or payment of a withholdable payment

General requirements for USWAs

Determine foreign account holders and financial payment recipients

Determine FATCA taxonomy (e.g., FFI, NFFE, Participating FFI (“PFFI”), etc.) of account holders and
financial payment recipients

Obtain required documentations and certifications from foreign account holders and financial payment
recipients

Establish a process for tracking and retaining correspondence with the account holders and financial
payment recipients

Maintain scanned documents associated with each account to support the decisions and information
with each account holder and financial payment recipient

Establish a process for FATCA withholding and reporting on non-patrticipating FFIs and NFFEs that do
not provide appropriate certification
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FATCA'’s impact on U.S. withholding agents (cont.)

Requirements for entity accounts

Identify the country the account holders were formed or
ety incorporated

country of
formation

Determine if non-U.S. entities are FFIs or NFFEs

Understand
the type of
entity

Determine if FFI is participating, deemed compliant, etc.
Determine if NFFEs are exempt or if they have any specified

Determine U.S. owners
Status of
entity

Determine if an entity account holder was identified as an
exception to FATCA reporting

Analyze for
Exceptions
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Due diligence obligations of USWASs

Collect required documents? within one year of the FATCA effective date, i.e.,
ZEGE WIS January 1, 2014

Non Decision to close accounts or withhold 30% tax on withholdable payments
since requested documentation/certification were not received by December
31, 2013.

participating

. Obtain certification to determine that the FFI has registered with the IRS
Reglstered declaring its status as a deemed compliant FFI and satisfies certain
procedural requirements.

Deemed
compliant

o Obtain documentation to determine that FFI has registered with the
Certified withholding agent on a form W-8 that it meets the requirements to qualify
for the status.

Active Classify as an excepted NFFE, not subject to withholding or reporting.

$1MM or Obtain certification that the NFFE does not have any substantial U.S.
owners or obtain name, address and TIN of each substantial U.S.

exempt beneficial owners)

Classify preexisting accounts (FFI, NFFE,

DhAEl owner. Else withhold 30% tax
Passive
Rely on existing AML/KYC procedures to determine any substantial
U.S. owners.
Exempt Obtain documentation to confirm exempt status. No withholding required.

Note 1: Documentation to show that the FFI has entered into an agreement “FF| agreement” with the IRS and been assigned a FFI-EIN number
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Withholding and depositing obligations of USWAs

Withholding for Any FFI determined/presumed to be ‘Non Participating’ is subject to a 30%

penBEgileElile ™ withholding rate on any withholdable payment made to that FFI
FFls

Withholding for Any passive NFFE that does not provide the withholding agent with either
recalcitrant certification that the entity does not have any substantial U.S. owners or the name,
passive NFFEs address and TIN of each substantial U.S. owner, is subject to a 30% withholding
rate on any withholdable payment made to that NFFE

Withholding on Generally, vendor payments made in the ordinary course of the withholding agent’s
VNI VNN business for nonfinancial services, goods and the use of property are excluded
from withholding

Depositing Payments withheld under FATCA must be deposited to the IRS. Withholding tax
payments must be deposited with an authorized financial institution
“Withholdable Payment” means:

* Any U.S. source payment of interest (including long term original issue discount), dividends, annuities
and other FDAP income, gains and profits, if such payment is from sources within the U.S.

» Any Gross Proceeds from the sale or disposition of U.S. property of a type that can produce interest or
dividends

* Interest paid by foreign branches of U.S. Bank
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Reporting obligations of USWAS

» Must report aggregate amount of payments from the prior year that are FATCA
reportable (Form 1042), and must report FATCA reportable amounts paid to
each entity during the preceding calendar year (Form 1042-S (revised))

Filing
requirements

Reportable « Payment to Non-Participating FFI — if an FFI does not have an FFI agreement
payments with the IRS, a USWA must report payments

» Passive NFFE — a USWA must report the substantial U.S. owners (name,
address, TIN) of passive NFFEs

» Recalcitrant NFFE — a USWA must report payments to recalcitrant NFFEs
annually

Amounts to be « FATCA reportable U.S. source FDAP income paid to an entity on or after
reported January 1, 2014

» Reporting still required under current Chapter 3 regulations
» FATCA reportable gross proceeds paid to an entity on or after January 1, 2015
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Form comparison: W-8BEN vs. W-8BEN-E

~m W-BBEN | Certificate of Foreign Status of Beneficial Owner = W-8BEN-E Certificate of Status of Beneficial Owner for
{Fow. Fabnary 2000) ) for United States Tax Withholding _ CME Me 1555 1821 v, Docombar 2013) United States Tax Withholding (Entities) [ T —
Daparimant of the Trasury | ™ ‘Section references are to the Imternal Revenue Gode. & See separais instructions. Departmat ol the Traasusy | & For use by sndbis. dikdusts mast css Form W-BBEN. * Sacton sforanis ars o ha intsemal Fevanus Cae.
Flamal Rovarus Sanees b Give this form ta the withholding agent or payer. Do not ssnd to the IRS. Frtamal Rvenus Savica Soa saparatn instructions. * Giva this form to the wishalding agent or paysr. Do not sand to tha IAS.
Do not use this form for: Ingiead, use Form: Do MOT use this form for: Instead use Form:
::us"“::‘r;;mﬁﬁ;"m‘ﬁ‘md“mﬁdﬁxn"'"'""""" e +US. entityorUS.citizen arfesident . . . . . . . . . . L . o . L . ..o ... ... . wWa
cf o trade or business in tha Unitsd States . . o W-gEC » Ay foreign Indvidual. . .. W-BBEN (invidual)
o 5 Foreign porinerstip, © forin ’;]"P'emm”””::ﬂ“ ﬁfmr'mﬁ“:: exoeptore] e W-GED or W-IMY * A farsign Individu or ity Clming thet Incom 1 ectvely Connctad Wi Me conduct of Fade or DUsiness wininthe US. . . . . W-6EgH
Fobicioc iF: o o gl o o Mgt POl gt Ak sl Drri‘hntis + A farign pertnarsnip, 3 foreign Simple tUS, f 3 forsign grantor rust fsee Insiuctions for sxceptions) . . . . LMY
claiming the applicabifty of ssofionjs) 115(2), 507{c), 852, 895, or 1443(k) see insructions) . L. W-BEC] or WeEERF + & NrEign GoVErTMENt, INtematianal oranizEnon, Torsign central nank of EsUs, Tonsgn tax-exempt argenization, mrelg-n pm-ane
N‘:: Mm;:ﬁwu*mwﬁﬂﬂ“ﬁﬁynmgmﬁmﬁﬂwnww the form only o Tu.mdanon O gOvaTEent of U5, possession that recaved effectivaly connecied .S, |m1-enrtnmsrxarmngme
clan m';:m_ﬂpﬂmm‘ h’f*“""‘f"“‘?“"g o a appiicability of section(s) 115{2), 5017), £32, 896, or 1443[0) (see Insguctions) . . . . . .. . . W-BECIor W-SEXP
Wiote: Sae instnuctions for adational axsaphons. Mote: Thess entiliss shouid use Form WE-BEN-E IT they &re claiming frealy baneqts.
[Ed1  identinication of Beneficlal OWNEr [Ses nsiructions.) + Ay persan acting &5 an infemmediary - - - W-EIMY
1 Name of individual ar orgarizasion that is tie banefcial owner 2 Counsy of incoporation or organizason dentitication of Benefictal Owner [sea InsiruCHioNs) S
1 Name of crganization that IS the beneficial cwner 2 omn:goﬂnmrporanmnrugmlzmn[annﬂ
- ‘anbreviat
3 Type of beneficial owner: [ jnavauas O copormen [ omegersscemey [ sarneshe O simpis tnst
O crartor tnee O compig tnet O =stm [m] O
[ cantral bark of Ismss O Tan-smamgt arganzation O Frivata foundation 3 Chapter 3 Stetus Must chack one bax oniy)c O Corparation [ Disraganded antity O Partnership
& Fermanent residence address [szeet, apt. or suite no., o rral routs). Do ot use a P.0. box or mn-care-of oddress, O simple Trust [ cantor tust O compler trust O Eestata O @ovemment
[ canral Bank af lssus I:| Tmt—en&n'p{uwnzaﬂm [ Private foundation
City ar toam, stats o provinoe. Include poatal code where appropriate. | Country {da not abbreviate) mq—mnmm mneem a caim?  [dves [One
. - =g
& Muiling acdress (i different from above) O Nrpannpmrgl—'n[rcnnnglrnnuuam :rarrIElEo‘pammaurgFFL EI Dmeptau M'Hlpcu'npany Compists Part XIV.
[ Perticipating FFI. Complste Fart IV [ Excectsd nonfinancial entity i liguidsSon or bankrupicy. Complete Part XV.
Gty ar town, state or provinge. Include paatal code whers appropriate. Counsry {da et abbraviats) [ Registered deemec-complant EF1. Compiets Part i [ xoepte heagingAnancng center of non-nancia Foup. Camplats Fan V1.
— - - - - - A - - [ owner-documentad FRL Complets Part v, [ Restricted dstrioutce. Compiate Part X,
® .5, taxpayer enification number, # required |ses natructiona) | 7 Forsign tax identfying number, if ey [optiondl] O CRimecudes Vel e Complete Pty [ Terfiory firencial Institicn, Compéets Part KL,
e __ 0 ssiormu [J En [0 certmed dssmeo-compeant non-proftt ogantzation. Complets Pert VL[] Pubilcly traded MFFE. Comglete Part XIX.
Peferenos instructions)
8 L e ! [ Ceritfiad desmeg-compiant 71 with only low-valus acoounts. Complete Pari O[] AMiiste of publicty traded NFFE. Complete Part XK.
B - [ Foraign govemment or govemment of U.5. possession. [ =xcapted Temttory MFFE. Complete Part 34,
il ciaim of Tax Treay it {f applicabie) [ Faréign cenifdl ek dilssue. Gompiete Par X, [ active NFFE:Gompicte PER 001
@ L certify that fcheck all that apply): [ ettty wholly Gwned by exempt Denencial owners, Compiste Parfil) [] Passive NFFE. Compite Partiom
8 [ The beneficia awner i & meadentof | ... ... ___.o_.cececeecocee oo ee oo . WEPER i Memring ofthe noome tox tmaty Soween the iiied Stzirs end fiat couty. O wl}:fumar_ﬂrmn company. Complste Part Xl [ ot appicatie (mesient suGmitting ti o solsly for PuIGSES Of Section S050W)
b [ 1 equired, e .S, taxpayer ider&ention numibe s sisted or fie 6 [aee insiructons) y
& [ The beneficial owner ia nat an individusl, derives the fem (ar itema) of income for which the traty benefits are claimed, and, i
appicale, mests the requirements of the treaty peovision dealing with limisation on benefits aes inssustions). May Check one o bath of the fafavang:

d [ The beneficial qwner ia nat an individual, is daiming teaty bensfits for dividends received fom a forsign corporation or interest from 2
U.E. tradde or business of a forsign corporation, and meets qualfisd resident status (ses instnucsona).

& [] The beneficial owner ia relatsd to the person obligated to pay the income within the maaning of section 267Jk) or TO7(b), and wil file
Form 5223 i the amaurt subjsct to withhalding received during o calendsr year sxcesds, in the aggregate, S500,000. City OF tow, SEE1E o provinca. InAuds pastal code where approprate. Couriry {00 rat anoreviats)

f the

10 Special rates and conditions [if sppicatle—ase inatructiars): The beneficial cwner ia claiming the provisicas of Artids
treaty identified on fine 83 2bowe 10 ClRIM & - cc . cc. ... .3 Tt of withholding on (specify type of incomel: . .o ...
Evpli the reasora the benefcial owner mests the forma of the treaty arfcle:

®  Maling adaress (f diferent fram aDove)

e 'Cifty o [T, SIEIE OF DroVINGS. INGIL0E POStE CO02 Whers Sppropnee. TNy (00 Nt ADOrevistE)
Hotional Principal Contracts T U5, taxpaysr denthcason number, If required [5ee Instcaans) @ Forelgn X Kentinying numoer (5ee INSmICIans]
44 [0 | have provided or will provide o statement that identifies those natonal principal contracts from which the income is not effectively Clerein Clokan e
cannactad with the conduct of a trade or businesa in the United Statea. | agrse to update this statement as required. E] Aetenance I'ILrI1DE1:SHSEE|I'lSMm!]

n
Uindar panakis | ceciars that | have @xamined the FéSTatian an his o 2nd G Ehe Deat of m Knaviedga 2nc Dl | 1 s, Comed, and campieta |
mmmum% = i
1 1 am tha barahcisl u.m-lrlnr.lm amﬂ:m:dl: sgn 1o 5 bonoficil owmar) of &l 1ha INCOMS 10 Which this fom roites,
2 Tha barafictsl pwnar | not 2 LS. pason,
amanmwwn:mnnmnma—msm]waﬂﬂ oy oot Wit tha Conduct of 8 tras of s 1 the Lnbed States, (B stfecihly conmactad bt 12
not subject 0 tx under an Incoma fax Sraty, or (¢] the parner's sham of a parinarship’s afactively connostad ncoma,
4 For brokor Fansactions or hanor aachangoe, . hanafial cwnar | Bm GRomp 1DMgN porson a5 dofnad in nammn:m
Furtharmaes, § mhoreo s orm 10 bG proviRed 10 I WENCdig agEnttha s oortn, RO, or CLEICKY of tho IO of which I am 10 banchal owrce or
vy witnhoiding agen that can dsburss or maka payments of the Nooma of which | am S benaioal ownar.

For Paperwork Reduction Act Notlce, see separate instructions. Cat. No. 50B3GH Fom W-BBEN-E [Rev. 12-203)

Sign Hera ’
Sigrature of benaficlal awner jor indidusl authories 10 sign Tor benaficial owna) Dea (Wl DOV Capacly inwhich acting
For Peperwork Reduction Act Notics, ses scporate instructions. Cat. N, Z504TZ Fom W-BBEM mav. =-2000
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Form comparison: W-8IMY

ro W-BIMY

[Fov. Fabmary 2006

Certificate of Foreign Intermediary,
Foreign Flow-Through Entity, or Certain U.S.
Branches for United Stntes Tax Withholding

Departmant of Ba Tazmry | B BGCHON rafSroncas are 10 e Intomal Revonua Code. B S Soparats Instructions.

OME Ko 154816

e W=-SIMY

[Riaw. Danambsar 2012

Certificate of Foreign Intermediary, Foreign Flow-Through Entity,
of Certain U.5. Branches for United States Tax Withholding

OMB Mao. 1585102

» Saction references are to the intemal Revenue Code.
Dopartment of tha Troasery leammmvmmmmmaummmwrmmw

Irsemal Fiawanua Sandios

* Give this form to the withholding agent or payer. Do not send to the IRS.

Imiamal Fiavenue: Senics # Gilwa ithis form fo the agent or payer. Do not sand fo the IRS.
Do not wse this form for: Instead, use Fomn:
= A bonchiciyl ownar sobly chiming forion shbus o by benal®= . . . . 0 . . . L Coe .. . W-BEEN
= Aynd anity cowming ity bengf= on ksownoahal . L L L L L L L e e .. W-BEEN
& A pormon CLEMmInG o oo i afioctely oomecied WEh e conduct Of 3 e OF e no Ui Stees . . . . L L . - . W-BEDI
= i cogened anify. nsioar, the Sngi fondgn owner shoddsa . . . . . . . . L . . WBEEM or W-BED!
= i orsign govarmmeant, infemasional @mmmmammmmm

pewais Aourdasion, of oo of a LS. aning Fe of sactionk] 115§, sOud), Sk, s, of nda . . . W-BEXP
|Eill Mentification of Entity
1 Name of indivicual or organization that is acting 2= inlsrmedany 2 Couniry of inooporaion o onganicsion

3 Type Of oty ook IR SpTO Do
H Cuitad Intarmoctany. Compista Part 1L
h-nrqﬂhdrlmrm)- Compieln Fart 11

[0 metnihokang forsign truest. Compicta Part V.

[ mormtttoicng forcign partrastep. Compits Part i
[ Mormwethholding lomign simpls trest. Complats Part 4.

TT U5, branon. Compiata Part M. [ Morithhoicing farmign grartor it Gompiois Dt WL

T wristniding torsign parinarshin. Complats Part V.

Do not use this form for:

Instead, use Fom:

+ A berahoinl ownar sokly claiming foreign siatus or treaty benafits . . W-BEEN
= A hybric ontity claiming trasty bonofits on s own bobalf . . L L n . . e, - W-BBEN
- Aparmnhnngllﬂlmmdhivdyuﬂdnﬂhlﬂmnduﬁ!dlhﬂdemhuunm-lhnl.hbadhnﬁ .- b e o W-BECI
= A disreganded antity. Instaad, the singlc forsign. awner should use . - W-3BEN o W-8ECI
= A foraign powemment. intamatianal organizafion, forsign cantra hnnka(uciln.brmg'\tn— srganization,

forgign pravania foundation, or gowammont of a ULS. possession climing tha applicabiity of sootionjs} 115{2), so1ic], 8oz, ses, ortaeafly - . . . . . W-8EXP
= LLE entity or LS. oilimen or resdent - W-a

Identification of E
1 Remo of indiidua| or organization that is acting &, imamodiany 2 Country ofincor nat abbroviaia)

4 Pomanat Sooenos M (S, I o D No., O Fr soum. (Do not use PLO. box.

Ty or fown, =iaio or peowince. Induds postal oode whern appoprisin. | Couniry o rot abbwesista)

3 Chaptar 3 Status fantity typej—Must ciack one box only:
[0 cuaitied Infermediary. Compiete Fart Il
O Hangualified Intermediary. Compiate Part 1L
[ u.2. branch. Complats Part iv.
[ wthhelding foreign parinershlp. CompleteFart Vs

[ witnhoicing fareign frust. Compiste Part v.

O momwithholding foreign partnership. Compiste Part W1,
[ momaitnholding foreign simple trst. Compiats Part VL
[El hormiinholding foreign gramtor trust. Gomplee Part V1.
[ Tesritory Bnancia instifision. Compiats Part o

5  Malng andmes ff et tom o)

Ciy o fown, =iaie or peowinca. Indude postal aods wherm appoprizie. | Couniry jHo not abbwesiz

8 LS. opayer idanification number | saquired, s insruckons) - T Forsgn to identitying mumbser, i amy joptional
IT sshorims [Jen [ ciaw

B Releroncs numbans] o insmucions)

X0 Gualffied Intermediary

0a [T (All qualified intermediaries check here) | cerlify that the entity identified in Part |

& |3 & qualfied intermediary and is not acting for its own eccount with respect to the account(s) identified
on ne B or in a withholding statement associated with this form and

& Has provided or will provide a withholding statement, as required.

b LT (i applicable) | certify that the entity identified in Part | has assumed primary withholding responsibility
under Chapter 3 of the Code with respect to the account{s) identified on this line 8b or in & wmhnldng
statement associated with this form e ...

4 Chapter 4 Status [FATCA stetus)—Must chack ong box only uniess ofherwiza Indicated:

[ Wonpartie:pating FEI including Imited branch of parfidipating BE)or imiad FF).
[ nenpartictpating FFI with exempt bensnctal ownens. Complete Part vil.
O Participating FF1. Compieta Part Vill.

[ Reglstared desmed-compliant FFI. Complata Part VIIL

[0 owner-documentsd FFL Complete Part L

[ cartined desmad-compilant nonregistedng local bank. Complese Part X
[ cartied dsemed-compilant retirement plan. Compiete Part X1

[ cartines seemes-compllant non-proft crganization. Gompists Par X1
[ Crtited deemed-compliant FF with only low-veiue accounts. Complets Part XIL
[ Restrictad Distributor. Complete Part X1V,

[ Enfity wholly owned by exempt beneficlal owners. Complate Part XV.

[ excepted Ronsnancisl hoiding company. Complete Part XV1.
[ Excepied start-up compary. Complets Part X1,

[ Exceptad nominancist snty In liqeidation or baninuptey. Compists Part XVIL
[ Excepiad hedging / francisg canter of nonfnancisl group. Complete Part NIE
[ Temitory financial institution. Complata Part KiK.

[ exceptea Temtory NFFE. Complats Part XX1.

O Active NFFE. Compiste Part X1

[ iPassive NFFE. Complete Part XXXIIL

[ @il branch of a LS. financial Institution.

[ other. Must Enter Code:

& Permanent residence addrass jsireet, apt or sulbe no., or rural routs). Do not use a P.O. box or In-care-of address.

City or town, state or province. Include postal code where appeopriste.

Tountry (20 not ooreviats)

o T (if applicabls) | certify that the entity identified in Part | has assumed primary Form 1099 reparting and
backup withholding responsibility as authorzed in s withholding agreement with the IRS with respect to

the account(s) dentified on this ine B¢ or in @ withholding statement associated with this form & ______________

I Wongualified Intermediary

10 [T (Al nongqualified intermedianias chack here) | cartify that the entity identified in Part | is not a qualified
intermediary and is not acting for its own account.

o IT ilf applicable) | certify that the entity identified in Part | iz using this form to tranemit withholding certificates
and'or other documentary evidence and has provided or will provide a withholding statement, as required.

For Paparsork Reduction Act Nobca, 500 Separabs Instnactions. Cat No. 20130
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FATCA’s impact on FFIs



Types of FFls

Foreign Financial Institutions (FFIs)

Non-U.S. entity that accepts deposits, holds financial assets for the account of others as a substantial
part of its business, or engages primarily in the business of investing or trading securities, commaodities,
partnerships or any interests in such positions. Broadly, all offshore Funds, including Luxembourg-
based Funds, Hedge Funds and Private Equity Funds will be FFIs

L FFI with respect to which an FFI agreement is in full force and effect
Participating FFI
Nonparticipating FFI other than a participating FFI, a deemed-compliant FFI, or an exempt
FFI beneficial owner

Registered deemed-compliant FFI
Certified deemed compliant FFI
Owner-documented FFI

Certain nonfinancial holding companies
Certain start-up companies
Excepted FFI Nonfinancial entities liquidating or emerging from bankruptcy or reorganization
Hedging or financing centers of nonfinancial group
501(c) organizations
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Deemed-compliant
FFI




The six actions that an FFl must do as a part of the FFI
agreement

Determine U.S. accounts Obtain information regarding each account holder to determine

1 which (if any) of such accounts are U.S. accounts

@Zel Vo WAL RO =R T [Ela[el=88  Comply with verification and due diligence procedures required by

2 procedures the IRS/Treasury with respect to the determination of U.S. accounts

Report annually for If the FFI maintains U.S. accounts, it must report on an annual
U.S. accounts basis certain account information to the IRS

3

Withhold on pass through The FFI must deduct and withhold a tax equal to 30 percent on

payments certain payments to recalcitrant account holders (account holder
that doesn’t provide valid documentation) and non-participating
FFIs

LA [Ritlala iAol i -ilels B An FFI must comply with requests by the IRS/Treasury for

> on request additional information with respect to any U.S. account

Obtain a waiver when If foreign law prevents the reporting of any information the FFI must
6 | necessary attempt to obtain a waiver from relevant investors in a reasonable
period of time or exit the account
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FATCA’s impact on NFFEs



NFFE defined

Non Financial Foreign Entities (NFFES)

Includes any foreign entity that is not a FFI or is not one of the following specifically
EXCEPTED entities:

« Any publicly traded corporation and its corporate affiliates (more than 50% of vote and value)
« Any entity organized under the laws of a possession of the U.S.

« Any foreign government, or any wholly owned agency of

* Any international organization or any wholly owned agency or instrumentality of such

» Any foreign central bank (unless acting as intermediary for clients)

» Any other class of persons identified by the Secretary as posing a low risk of tax evasion

An NFFE if less than 50 percent of its gross income for the preceding calendar
year is passive income or less than 50 percent of the assets held by the NFFE
at any time during the preceding calendar year are assets that produce or are
held for the production of passive income

Passive NFFE An NFFE other than an active or excepted NFFE

Active NFFE
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FATCA'’s impact on NFFEs

Active and Exempt from FATCA's requirements
excepted NFFE

Fulfills FATCA obligations by providing the name, address, and TIN of the
substantial U.S. owners to FFIs and USWA, and no withholding is required.
Passive NFFE However, failure to report on substantial U.S owners will result in a 30%
withholding on all withholdable payments made to the NFFE by the FFIs and the
USWASs

Passive Non-Financial Foreign Entity (NFFE)

_ Adrian Lee
Non-U.S. person

_———————
- S~

John Smith
U.S. person

No withholding

John Smith Passive NFFE
333 Cherry Lane, NC,
28202

999:09:9909

~ -
e ="

Mike Lane
Non-U.S. person

. Andy Griffin
" Non-U.S. person
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Timing



New FATCA deadlines post IRS announcement 2012-42

Compliance

Accounts

)
=
£
B
X
[
)
S
o
=~
=
@]
P4

Withholding

Reporting

€ Announcement 2012-42 date

28

FATCA compliance action items I 2013 2014 2015 2016 2017 2018

Grandfathered obligation issuance/modification
cutoff

‘ Dec 31

Effective date of FFI Agreement if entered into by
December 31, 2013

’Janl

Transition period for affiliated group rule

¢ Jan1

USWA begin new account onboarding

© Jan1

USWA complete preexisting accounts

Jun 30

Prima Facie FFls

Dec 31

All other entity accounts

FFI begin new account onboarding

© Jan1

FFI complete preexisting accounts

‘Jun 304, Dec 31
Prima High Value
Facie FFls Individuals

‘ Dec 31

All other accounts

Begin income withholding

@ Jan1

Begin gross proceeds withholding

O Jan1

Begin foreign pass-thru payments withholding

@ Jan1

FFI begin U.S. Account information and balance
reporting

’ Mar 31

FFI begin U.S. Account income reporting

‘ Mar 31

FFI begin U.S. Account gross proceeds reporting

’ Mar 31

FFI begin aggregate reporting on NPFFI payments
(only for 2015 and 2016)

®var1s  @Pvaris

USWA begin U.S. Owner reporting

@ Mar1s

Begin reporting on withholdable income payments
(1042-S)

‘ Mar 15

Begin reporting on gross proceeds (1042-S)

’ Mar 15

¢ Unchanged

FATCA for non-financial companies
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What's next?

 Draft FFI Agreement is expected by end of 2012

» Forms that will be used for reporting should be out by end of the year
« Government hopes to finalize regulations by early next year

 New Form W-8 should be in place by the end of 2012

* FFIs are expected to sign up before January 1, 2014

 Treasury has issued a model intergovernmental agreements (“IGA”)
— Itis expected that there will be two different models
— The UK/U.S. have signed the first one

— Approximately 48 countries may be in the
first wave of IGAs
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What non-financial groups
need to do



Impact on operations

« FATCA impacts the organization from documenting counterparties to ongoing
payment flow and transaction management

« FATCA impacts domestic and foreign operations across systems and processes

« U.S. company has responsibilities as a withholding agent

» Must collect new documentation from new and existing counterparties and other entities
they are making payments to

* New systems and procedures may be required to report and withhold under FATCA

Foreign operations

» Controlled foreign corporations that are subsidiaries of U.S. companies are considered
to be withholding agents

 Certain foreign subsidiaries of U.S. companies may be considered FFls

* New systems and procedures may be required to report and withhold under FATCA

» Impact on FFI, NFFE, and individual payees during due diligence process
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Other considerations

* Classify entities within expanded affiliated group under FATCA

« Review accounts payable and other departments-defining “financial
services payments” not in the ordinary course of business

» Review current documentation and reporting functions-capturing and
reporting any documentation changes required by FATCA
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A number of steps are required to confirm FATCA
compliance for U.S. and non-U.S. businesses

Consider existing tax withholding posture, determine if business
is a withholding agent or makes withholdable payments under
FATCA

Non-U.S. businesses

Analyze FATCA exemptions, business operations, customer
base, and other strategic considerations to determine necessity
of participating in FATCA compliance activities

Enhance existing customer/investor onboarding processes to
collect new documentation establishing FATCA status for certain
foreign entities

Execute due diligence searches of existing customer/investor
information to determine account holders and investors with
“U.S. indicia,” benefiting from electronic searches and existing
AML/KYC processes where possible, but conducting more
extensive diligence for holders of assets larger than $1 million

Communicate applicable FATCA exemptions, documentation
requirements, withholding potential and other FATCA impacts to
foreign customers/investors to ease transition

Communicate FATCA impacts and compliance plans to
customers and investors to ease FATCA transition, and where
necessary, creating communication channels to facilitate
resolution of issues raised by discoveries of U.S. indicia in
account documentation

Enhance existing U.S. tax withholding processes to withhold on
certain payments to foreign entities that have not certified their
status under FATCA

Enhance new customer/investor onboarding processes to gather
information establishing FATCA classifications and to manage
receipt of customer/investor data containing U.S. indicia

Enhance existing U.S. tax information reporting processes to
report FATCA withholding and U.S. asset holder information
provided by foreign customers

Develop procedures to share information on U.S. account
holders with IRS or, alternatively with foreign jurisdictional
governments where possible
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Develop procedures to withhold on payments of U.S. source
income to recalcitrant account holders and remit payments to
U.S. Treasury
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Q&A



FATCA Leadership — Contact Information

Anne Mericle

Global FATCA PMO Manager
Deloitte Tax LLP

+1 212 436 3908
americle@deloitte.com

Denise Hintzke

Director, Global FATCA Tax Leader
Deloitte Tax LLP

+1 212 436 4792
dhintzke@deloitte.com

Americas

John Rieger

Partner, National Tax Financial
Services Industry

Deloitte Tax LLP

+1 212 436 6934
frieger@deloitte.com

James Dockeray

Deloitte & Touche Ltd.
+1 441 299 1399
james.dockeray@deloitte.bm

John Kocjan
Stephen Cryer
FATCA Leader, Canada
Deloitte & Touche LLP
+ 1416 874 3169
scryer@deloitte.ca

Deloitte Consulting LLP
+1 212 618 4181
jkocjan@deloitte.com

FATCA Leader, Caribbean/Bermuda

Partner, FATCA Consulting Leader, U.S.

Oscar Ortiz

FATCA Leader, LatAm
Deloitte Mexico

+52 55 5080 6513 x6513
oortiz@deloittemx.com

Michael Shepard

Partner, U.S. FATCA Financial Advisory

Services Leader,

Deloitte Financial Advisory Services LLP

+1 215 299 5260
mshepard@deloitte.com

Asia-Pacific

Greg Thomas

Principal, FATCA Enterprise Risk
Services Leader, U.S.

Deloitte & Touche LLP

+1 415 783 5211
grethomas@deloitte.com

Mike Wade

Director, FATCA Enterprise Risk
Services Leader, U.S.

Deloitte & Touche LLP

+1 804 697 1537
miwade@deloitte.com

Europe, Middle East & Africa

Piero Molinario

FATCA FAS Leader, Europe
Deloitte & Touche, S.p.A
+39 02 8332 5102
pimolinario@deloitte.it

Brandon George

Deloitte LLP
+971 (0) 4 5064892
brageorge@deloitte.com

Nick Sandall Umair Hameed
FATCA Consulting Leader, EMEA FATCA FAS Leader, Middle East
Deloitte LLP Deloitte Corporate Finance Ltd

+ 44 20 7007 1850
nsandall@deloitte.co.uk

+971 50 658 4486
uhameed@deloitte.com

Chris Tragheim

FATCA Tax Leader, EMEA
Deloitte LLP

+ 44 20 7303 2848
ctragheim@deloitte.co.uk

Humphry Hatton

FATCA Co-Leader, Middle East
Deloitte LLP

+971 (0) 4 506 4730
huhatton@deloitte.com

Hannah Shipley

FATCA Co-Leader, Middle East
Deloitte LLP

+971 (0) 4 506 4898
hashipley@deloitte.com
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FATCA Tax Leader, Middle East

Jim Calvin

FATCA Leader, Asia-Pacific
Deloitte & Touche LLP

+65 6224 8288
jimcalvin@deloitte.com

Graham Dillon

FATCA Leader, Australia
Deloitte LLP

+61 29 322 5111
adillon@deloitte.com.au

Hiromi lkuta

FATCA Leader, Japan

Deloitte Touche Tohmatsu
+036 213 1164
hiromi.ikuta@tohmatsu.co.jp

Andy MacDonald

FATCA FAS Leader, Asia-Pacific

Deloitte & Touche Financial Advisory Services
+65 6216 3180

anmacdonald@deloitte.com

Stephen Mollenkamp

FATCA Consulting Leader, Japan
Deloitte Touche Tohmatsu

+81 80 3367 2572
smollenkamp@tohmatsu.co.jp

Karon Wan

FATCA Consulting Leader, Asia Pacific
(excl. Japan)

Deloitte Touche Tohmatsu

+852 2852 6562
karonwan@deloitte.com.hk

Copyright © 2012 Deloitte Development LLC. All rights reserved.


mailto:dhintzke@deloitte.com
mailto:americle@deloitte.com
mailto:jrieger@deloitte.com
mailto:scryer@deloitte.ca
mailto:james.dockeray@deloitte.bm
mailto:jkocjan@deloitte.com
mailto:oortiz@deloittemx.com
mailto:mshepard@deloitte.com
mailto:grethomas@deloitte.com
mailto:miwade@deloitte.com
mailto:pimolinario@deloitte.it
mailto:nsandall@deloitte.co.uk
mailto:ctragheim@deloitte.co.uk
mailto:brageorge@deloitte.com
mailto:uhameed@deloitte.com
mailto:huhatton@deloitte.com
mailto:hashipley@deloitte.com
mailto:jimcalvin@deloitte.com
mailto:gdillon@deloitte.com.au
mailto:hiromi.ikuta@tohmatsu.co.jp
mailto:anmacdonald@deloitte.com
mailto:smollenkamp@tohmatsu.co.jp
mailto:karonwan@deloitte.com.hk

About this presentation

This presentation contains general information only and Deloitte is not, by means of this presentation,
rendering accounting, business, financial, investment, legal, tax, or other professional advice or services.
This presentation is not a substitute for such professional advice or services, nor should it be used as a
basis for any decision or action that may affect your business. Before making any decision or taking any
action that may affect your business, you should consult a qualified professional advisor. Deloitte shall not
be responsible for any loss sustained by any person who relies on this presentation.
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