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New Interest Reporting to Nonresidents The United States has maintained and continues to maintain a policy of not taxing deposit interest of U.S. nonresidents. Also, with limited exceptions, the U.S. has not previously required the reporting of deposit interest to the United States Internal Revenue Service (“IRS”). However, the IRS has changed its reporting policy and has announced regulations requiring all U.S. financial institutions, including the United Nations Federal Credit Union (“the Credit Union”) to report deposit interest payments made to certain U.S. income tax nonresidents. “Deposit Interest,” by law, also includes “dividends” earned on savings accounts, checking accounts, money market accounts, and share certificates with the Credit Union. These new U.S. tax reporting rules are applicable for the first time for tax year 2013. The new regulations require the Credit Union to report to the IRS on an annual basis the total amount of interest paid to U.S. nonresidents who are income tax residents of countries with which the U.S. has a tax information exchange agreement in place. A list of the relevant countries for 2013 reporting purposes can be found on page 5. Interest Income Reported to the U.S. Government The Credit Union is required to issue an IRS Form 1042-S each year to each affected Member. The first reporting is required for interest paid in 2013; the Credit Union will issue the 2013 Forms 1042-S to affected Members on or before March 15, 2014. Reporting is required if the total interest paid during the calendar year is equal to or greater than $10. U.S. Income Taxation Not Affected To reiterate, the new rules do not affect the U.S. income taxation of interest income earned by nonresidents. Members who receive Forms 1042-S as a result of the new rules will remain nontaxable in the U.S. on interest income paid by the Credit Union. The reporting of deposit interest in and of itself will not cause the affected Members to be subject to the filing of U.S. income tax returns simply as a result of the new rules. However, all Members should be aware that the IRS may eventually report the interest income earned by U.S. income tax nonresidents to their country of income tax residence. At this time, the U.S. government only automatically reports interest earned by residents of Canada to the Canadian government.
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The new requirements only apply to income tax residents of the countries listed on page 5. There are currently 78 countries on the list, but this number is subject to change pending future agreements between the U.S. and foreign governments.



Form W-8BEN, Line 3: “Permanent Residence Address” To determine the country where a Member is an income tax resident, the regulations state that financial institutions may rely on the “permanent residence address” shown on an individual’s Form W-8BEN on file with the financial institution as of December 31, 2012 (for 2013 reporting). Your “permanent residence address” is your address in the country where you claim to be a resident for purposes of that country’s income tax. On Form W-8BEN you must provide your “permanent residence address” and may not use an address of a financial institution or your employer, a Post Office Box, or an “in care of” address. If you are not a tax resident of any country, the instructions to the Form W-8BEN provide that you should enter the address where you “normally reside.” Neither the instructions to the Form W-8BEN nor the related regulations define the term “normally reside.” We provide two examples here that may offer some clarification: 1. If you are on a short-term international assignment in a particular country, and you are not a tax resident in any country, and you maintain a residence in your home country to which you expect to return, then it is likely that you would be considered to be “normally residing” in your home country. In this case, you should enter your address in your home country on Form W-8BEN. 2. If you are on an indefinite international assignment, and you are not a tax resident in any country, and you no longer maintain a residence in your home country, it is likely that you would be considered to be “normally residing” in your host country. For example, most G-4 visa holders who are living and working in the United States are no longer tax residents in either their home country or the United States; if one of these individuals no longer maintains a residence outside the United States, it is likely that he or she would be considered to be “normally residing” in the United States. In this case, he/she would enter his/her U.S. address on Form W-8BEN.
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Frequently Asked Questions Why is the U.S. government putting these new interest reporting rules in place? The changes to these rules are principally to allow the United States, through reciprocal agreements, to obtain information on interest paid to U.S. taxpayers by other countries, which often goes unreported to the U.S. government. The interest income paid to nonresidents that will be reported to the IRS under these new rules may be shared with countries that have an existing tax treaty or other information exchange agreement in place with the United States (e.g. the 78 countries listed on page 5). Do these new U.S. interest reporting rules only apply to Credit Unions? No, these new rules apply to all United States financial institutions (banks, savings institutions, brokerage firms, credit unions and others) that pay deposit interest to nonresidents. Will I now be taxable in the United States on interest income (“dividends”) received from the Credit Union? No, the rules regarding the taxation of deposit interest received from financial institutions remain the same, and nonresidents will continue to be exempt from U.S. taxation on deposit interest and so-called “dividends” received from the Credit Union. The change in the law is only with regard to the reporting of deposit interest. If I live and work in the United States on a G-4 visa for the United Nations or other international organization, what do I need to do? Most individuals who hold a G-4 visa and live and work in the U.S. will be considered nonresidents of the United States, and they also will usually be nonresidents in their home country. An individual is not required to be a tax resident anywhere. In this case, the regulations provide that for Form W-8BEN purposes, the individual should list their United States address on the Form W-8BEN. Persons whose permanent address is in the United States will not be issued a Form 1042-S.
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If I received a Green Card, do I still complete the Form W-8BEN? No, you should not complete Form W-8BEN if you hold a Green Card, are a U.S. citizen, or are a tax resident of the United States under the so-called “substantial presence test.” Instead, please complete a Form W-9 and return it to the Credit Union as soon as possible. Please see the flowchart on page 6 to determine whether you should file Form W-9 or Form W-8BEN. I hold a joint account at the Credit Union with my spouse; does my spouse also need a correct Form W-8BEN on file? Yes, each joint account holder must have a correct Form W-8BEN (or Form W-9 if a U.S. citizen or resident) on file with the Credit Union. What if I have questions about these new rules and my personal income tax responsibilities in the United States or my home country? Any questions regarding your individual United States or home country income tax responsibilities should be directed to your own tax advisor.
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List of Countries Subject to the New U.S. Interest Reporting Requirements Antigua & Barbuda Denmark



India



Marshall Islands



Slovak Rep.



Aruba



Dominica



Indonesia



Mexico



Slovenia



Australia



Dominican Republic



Ireland



Monaco



South Africa



Austria



Egypt



Isle of Man



Morocco



Spain



Azerbaijan



Estonia



Israel



Netherlands



Sri Lanka



Bangladesh



Finland



Italy



Sweden



Barbados



France



Jamaica



Netherlands island territories: Bonaire, Curacao, Saba, St. Eustatius and St. Maarten (Dutch part) New Zealand



Belgium



Germany



Japan



Norway



Thailand



Bermuda



Gibraltar



Jersey



Pakistan



Trinidad and Tobago



British Virgin Islands



Greece



Kazakhstan



Panama



Tunisia



Bulgaria



Grenada



Korea (South)



Peru



Turkey



Canada



Guernsey



Latvia



Philippines



Ukraine



China



Guyana



Liechtenstein



Poland



United Kingdom



Costa Rica



Honduras



Lithuania



Portugal



Venezuela



Cyprus



Hungary



Luxembourg



Romania



Czech Republic



Iceland



Malta



Russian Federation
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Switzerland



Should I File Form W-9 or Form W-8BEN? The chart below is an aid to help determine whether you should provide the Credit Union with a Form W-9 or a Form W-8BEN.
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Will I Be Subject To The New Reporting Rules? The chart below is an aid to help determine whether you are subject to the new interest reporting requirements, and whether you will receive a Form 1042-S from the Credit Union.



7



Appendix I: Substantial Presence Test Substantial Presence Test Even though an individual does not possess a green card, he/she can still become a tax resident of the United States under the “substantial presence test.” This test is based on a person’s physical presence in the United States. The test is satisfied if a person’s days of physical presence within the United States equal or exceed 183 days over a three-year test period. The formula is as follows: All days of U.S. presence in current year



+



1/3 of days of U.S. presence for the 1st preceding year



+



1/6 of days of U.S. presence for the 2nd preceding year



Under this test, a person is generally considered to be a U.S. tax resident from his/her first day of physical presence in the United States in the year in which the substantial presence test is satisfied. Important - Substantial Presence Test: Exempt Individuals An important exception under the substantial presence test provides that days of presence in the United States are not counted for “exempt individuals.” An exempt individual includes anyone who is present in the United States by reason of his/her full-time employment with an international organization (i.e. The United Nations). Often these people are working in the United States on a G-4 visa. An individual will be considered a “full-time employee” of an international organization if that individual’s employment with the organization is consistent with an employment schedule of a person with a standard full-time work schedule with the organization. Members of the “immediate family” of a full-time employee of an international organization are also considered exempt individuals for purposes of the substantial presence test. Immediate family members include the eligible employee’s spouse and unmarried children under age 21 provided that their visa statuses are dependent upon the employee’s visa status.
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Possessing a G-4 visa does not automatically entitle an individual to nonresident status. The section of the law pertaining to tax residency does not make reference to “G-4 visas,” but states that days of presence in the U.S. are not counted for persons who have “full-time employment with [an] international organization.” When a G-4 visa holder retires from an international organization or becomes a part-time consultant of that organization, that person may no longer qualify as a “full-time employee” even though he/she retains the G-4 visa for a time. Therefore, a person may become a U.S. tax resident even though he/she continues to hold a G-4 visa. A Member who is an “exempt individual” (most G-4 visa holders) and their immediate family members should generally complete and submit IRS Form W-8BEN to UNFCU.
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