
Information on FATCA
1. [bookmark: bookmark2][bookmark: bookmark3][bookmark: bookmark1][bookmark: bookmark0]What is FATCA?
FATCA is an acronym that stands for the Foreign Account Tax Compliance Act, which was enacted in the U.S.A. The Government of Hungary and the Government of the United States of America entered into an agreement for improving international tax compliance and for exchanging data between the two countries, on the basis of which Act XIX of 2014 – the ‘FATCA Act’ – was introduced and the related legislation was amended.
2. [bookmark: bookmark6][bookmark: bookmark7][bookmark: bookmark5][bookmark: bookmark4]The purpose of FATCA
The purpose of FATCA is to ensure that U.S. taxpayers also pay tax on any financial assets they hold outside the U.S.A. (hereinafter: United States or U.S.). To this end, the FATCA Act stipulates a reporting regime for financial institutions with regard to certain specified accounts. The United States imposes a 30% withholding tax – as from the date specified in the legislation – on income originating from U.S. sources (e.g., dividends, interest, royalties, rent, etc.) specified in the provision, if paid to a non-U.S. financial institution. The 30% withholding tax deduction obligation does not apply to cooperative institutions that enter into an agreement with the IRS (Internal Revenue Service - the U.S. tax authority) to subject their customers and processes to review and due diligence and to report on U.S. customers to the IRS (through the Hungarian National Tax and Customs Administration [NAV]), or where the country of residence of the financial institution concerned enters into an Intergovernmental Agreement with the U.S. whereby the institution must comply with the FATCA rules as transposed into local law. The Government of Hungary and the Government of the United States of America signed an intergovernmental agreement on February 4, 2014, to support the automatic exchange of data between our countries’ tax authorities and the fulfillment of the tasks set out in the FATCA provisions. Pursuant to the FATCA Act, as from July 1, 2014, all Financial Institutions in Hungary are required to implement a customer identification system to assist in determining the customers’ FATCA relevance and the applicable tax forms, to perform due diligence on their existing customers for FATCA relevance, and, furthermore, as from 2015, they are also required to report annually to the Hungarian national tax authority (NAV) on customers subject to FATCA.
3. [bookmark: bookmark10][bookmark: bookmark9][bookmark: bookmark8][bookmark: bookmark11]Making a declaration
In order for our Bank to determine whether or not the Account Holder is a U.S. tax resident based on the criteria specified, the Account Holder must complete a FATCA declaration form issued by MagNet Bank Zrt. Our branch employees will be happy to assist you in completing the declaration form at any of our branches.
Each person (individual or legal person) is required to submit one valid declaration, which may be amended or withdrawn at any time. However, you will need to make a new declaration if the U.S. relevance of your data changes (e.g., you move to the United States or move from there to Hungary), or if the information in your previous declaration changes. In such a case, you may be required to provide additional documents.
The Bank will not enter into a contractual relationship with new Account Holder Customers who do not make a declaration, or whose declaration is incomplete, and the Bank may terminate the financial accounts of existing Account Holder Customers who do not make a declaration.
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4. [bookmark: bookmark14][bookmark: bookmark15][bookmark: bookmark13][bookmark: bookmark12]U.S. Account Holder
In the case of individuals:
A U.S. Person is considered to be an individual Account Holder who is
· [bookmark: bookmark16]a citizen of the United States, or
· [bookmark: bookmark17]is a tax resident of the United States
The definition of tax residency is to be interpreted in accordance with the U.S. Internal Revenue Code (hereinafter: Internal Revenue Code). Annex 1 to this document provides further information on U.S. tax residency.
It is the Account Holder’s responsibility to become familiar with the U.S. Internal Revenue Code, if necessary, before making a declaration. This information is not exhaustive, is not to be considered an official position statement and may not in any respect be construed as tax advice by the Bank to be relied upon by the Account Holder vis-a-vis any authority. The Bank excludes any liability that the Account Holder may have in connection with its knowledge or interpretation of the U.S. Internal Revenue Code.
In the case of legal persons:
A legal-person Account Holder is considered a U.S. Person if it
· [bookmark: bookmark18]was established in the United States, has its registered office in the United States, and has a U.S. tax number.
5. [bookmark: bookmark21][bookmark: bookmark22][bookmark: bookmark20][bookmark: bookmark19]Reportable persons:
In the case of individuals:
· [bookmark: bookmark23]U.S. Person
In the case of legal persons:
· [bookmark: bookmark24]Specified U.S. Person (This is defined in Annex 1 to this Information.)
· [bookmark: bookmark25]It was established in or outside Hungary, it is classified as a Passive Non-Financial Entity but its beneficial owner is a U.S. tax-resident natural person (the term ‘Passive Non-Financial Entity’ is defined in Annex 1 to this Information.)
The following information available to the Bank indicates U.S. tax residency (U.S. indicia)
· [bookmark: bookmark26]Identification of the Account Holder as a citizen or resident of the United States;
· [bookmark: bookmark27]unambiguous indication of place of birth in the United States;
· [bookmark: bookmark28]current U.S. mailing or residence address (including a U.S. post office box);
· [bookmark: bookmark29]current U.S. telephone number;
· [bookmark: bookmark30]a standing order to transfer funds to an account in the United States;
· [bookmark: bookmark31]currently effective power of attorney or signatory authority granted to a person with a U.S. address; or
[bookmark: bookmark32]an “in-care-of” or “hold mail” address that is the sole address the Reporting Hungarian Financial Institution has on file for the Account Holder. In the case of a Preexisting Individual Account that is a Lower Value Account, an “in-care-of” address or “hold mail” address outside the United States is not to be considered an indication of a U.S. connection (U.S. indicia).
· 
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For the purposes of the application of FATCA, the Bank will treat as U.S. tax residents all Account Holders who qualify as such pursuant to the above provisions. It is the account holder’s responsibility to prove the contrary with credible documents and a declaration made by him or her.
6. [bookmark: bookmark35][bookmark: bookmark36][bookmark: bookmark34][bookmark: bookmark33]Documents to be submitted:
If any of the above criteria indicate a U.S. connection, and, regardless of this data, the customer still declares that he/she does not consider himself/herself to be a U.S. tax resident, in this case he/she must prove that he/she is not a U.S. tax resident, despite the data indicative of U.S. connections. In such a case, we request that the following documents be submitted:
· [bookmark: bookmark37]A foreign (non-U.S.) passport or other personal identification document proving foreign citizenship must be presented at a branch of the Bank.
· [bookmark: bookmark38]If the place of birth is in the U.S., any other documentation in addition to the documentation mentioned above, in order to substantiate that the Account Holder has not acquired U.S. citizenship or, if his/her former U.S. citizenship has ceased, a copy of the document proving cessation of his/her citizenship; or a reasonable explanation as to why the Account Holder does not have such a certificate even though he/she has renounced his/her U.S. citizenship or why the Account Holder did not acquire U.S. citizenship at birth).
· [bookmark: bookmark39]A certificate of tax residency used in the procedure under Act on the Rules of Taxation (Art). may also be accepted as proof of tax residency, and this procedure must be repeated annually.
In the case of a document issued in a language other than Hungarian, the Bank is entitled to request the Account Holder customer to provide a document certified by the Hungarian Office for Translation and Attestation (OFFI) or by a Hungarian professional translator or a professional translator and proofreader, the costs of which shall be borne by the Account Holder. In the case of translations by a professional translator or a translator and proofreader, a copy of the document certifying the qualifications of the professional translator or interpreter must be attached.
7. [bookmark: bookmark42][bookmark: bookmark43][bookmark: bookmark41][bookmark: bookmark40]Reporting to NAV and to the U.S. Internal Revenue Service (IRS)
If the Account Holder qualifies as a U.S. tax resident under the Convention, the Bank shall report to the National Tax and Customs Administration (hereinafter: NAV) annually after June 30, 2015, by June 30 each year, if required by law, with the data content stipulated by the relevant legislation, as follows:
· [bookmark: bookmark44]the account holder’s name
· [bookmark: bookmark45]U.S. tax identification number
· [bookmark: bookmark46]the account holder’s date of birth
· [bookmark: bookmark47]address, or, in the absence of such, the mailing address (for corporate customers, the registered office and the place of business, if different from the registered office)
· account number
· [bookmark: bookmark48]currency of the account
· [bookmark: bookmark49]account status (live, or closed during the year)
· [bookmark: bookmark50]account type (custodial account, depository account or other account)
· [bookmark: bookmark51]account balance
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· [bookmark: bookmark52]amount of interest (the total gross amount of interest paid/credited to the account; in the case of a custodian account, the gross interest content of the amount paid at the due date of payment of all interest-earning securities)
· [bookmark: bookmark53]amount of dividends (total gross amount of the dividends paid/credited to the account)
· [bookmark: bookmark54]other income from the account (in the case of a custodian account, it is necessary to specify the gross amount of other income generated in connection with the assets held in the account, in each case paid or credited to the account or in relation to the account.)
· [bookmark: bookmark55]gross amount of proceeds from the sale of assets or from the settlement of debts in connection therewith (gross amount of proceeds from the sale or redemption of financial assets, including the gross proceeds from the sale of exchange-traded securities).
The Bank shall inform the account holder of the fact of the data reporting in writing, in a letter addressed to the account holder, within 30 days of the date on which the information was provided to NAV.
For further information on FATCA, the Intergovernmental Agreement and the completion of the individual tax documents, please contact our employees, and visit our Bank’s website at http://www.magnetbank.hu, and will also find detailed information on the subject in English on the IRS website: (https://www.irs.gov/businesses/corporations/foreign-account-tax-compliance-act-fatca)
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8. Information on the Processing of Personal Data
The processing of personal data is carried out for the purpose of performing the tax due diligence and reporting obligations prescribed by the FATCA legislation, in order to determine the customer’s FATCA status and to fulfil the mandatory data reporting to the National Tax and Customs Administration (NAV). 
The legal basis of the processing is the fulfilment of a legal obligation pursuant to Article 6(1)(c) of Regulation (EU) 2016/679 of the European Parliament and of the Council (GDPR). The Bank submits FATCA‑related reports to the National Tax and Customs Administration, which, within the framework of automatic exchange of information, forwards the data to the Internal Revenue Service (IRS) of the United States. Personal data are retained for 8 years following the termination of the business relationship. Detailed information on data processing, as well as the rights of data subjects and the means of exercising such rights, is available in the Bank’s privacy notice published on its website.

	

[bookmark: bookmark56]Annex 1 Definition of terms
1. [bookmark: bookmark59][bookmark: bookmark60][bookmark: bookmark58][bookmark: bookmark57]Active Non-Financial Foreign Entity
“Active Non-Financial Foreign Entity” (Active NFFE) means any Non-Financial Foreign Entity that meets any of the following criteria:
a) [bookmark: bookmark61]In the preceding calendar year or other relevant reporting period, less than 50 percent of the Non-Financial Foreign Entity’s gross income is passive income, and in the preceding calendar year or other relevant reporting period, less than 50 percent of the assets held by the Non-Financial Foreign Entity consist of assets that generate passive income or are held to generate passive income;
b) [bookmark: bookmark62]The shares of the Non-Financial Foreign Entity are regularly traded on an established securities market or the Non-Financial Foreign Entity is a Related Entity of an Entity whose shares are regularly traded on an established securities market;
c) [bookmark: bookmark63]The Non-Financial Foreign Entity is incorporated in a Dependent Territory of the United States, and all of its owners are actual residents of that Dependent Territory of the United States;
d) [bookmark: bookmark64]The Non-Financial Foreign Entity is a government (other than the Government of the United States), a political subdivision of such government (which, for the avoidance of doubt, may be a state, province, county or municipality) or a public body performing the functions of such government or a political subdivision thereof, a government of a Dependent Territory of the United States, an international organization, a non-US central bank, or an Entity wholly owned by one or more of the foregoing;
e) [bookmark: bookmark65]Substantially all of the activities of a Non-Financial Foreign Entity may be related to the holding (in whole or in part) of the existing capital of, or the provision of financing and services to, one or more subsidiaries that engage in a trade or a business activity other than the business of a financial institution, with the exception that the Entity may not obtain the Non-Financial Foreign Entity status in the event that the Entity functions as (or considers itself to be) an investment fund such as a private equity fund, venture capital fund, leveraged buy-out fund or any investment vehicle whose purpose is to acquire or finance companies and thereby obtain ownership in those companies in the form of an equity interest for investment purposes;
f) [bookmark: bookmark66]The Non-Financial Foreign Entity is not yet engaged in any business activity and has no prior operating history, but invests capital in assets with the intention of engaging in an activity other than that of a Financial Institution, with the proviso that the Non-Financial Foreign Entity shall not be entitled to this exception
24 months after the date of the Entity’s initial establishment;
g) [bookmark: bookmark67]The Non-Financial Foreign Entity has not been a financial institution for the past five years, and is in the process of liquidating its assets or is reorganizing with the intent to continue or restart an activity other than that of a Financial Institution;
h) [bookmark: bookmark68]The Non-Financial Foreign Entity primarily engages in financing and hedging transactions with, or for, Related Entities that are not Financial Institutions, and does not provide financing or hedging services to any Entity that is not a Related Entity, provided that the group of any such Related Entities is primarily engaged in a business activity other than that of a Financial Institution;
i) [bookmark: bookmark69]The Non-Financial Foreign Entity is an “excepted Non-Financial Foreign Entity” as defined in the relevant U.S. Treasury Regulations; or
j) [bookmark: bookmark70]The Non-Financial Foreign Entity meets all of the following requirements:
i. [bookmark: bookmark71]It is established and operated in its State of residence exclusively for religious, charitable, scientific, artistic, cultural, athletic, or educational purposes; or it is a professional organization, business association, chamber of commerce, labor organization, agricultural or horticultural organization, civic association, or organization established and operated in its State of residence exclusively for the purpose of promoting social welfare;
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ii. [bookmark: bookmark72]It is exempt from income tax in its State of residence;
iii. [bookmark: bookmark73]There are no shareholders or members who have a proprietary or beneficial interest in the income or assets of the Entity;
iv. [bookmark: bookmark74]The applicable laws of the Non-Financial Foreign Entity’s State of residence or the Non-Financial Foreign Entity’s Articles of Incorporation do not permit any income or assets of the Non-Financial Foreign Entity to be distributed to, or applied for the benefit of, an individual or non-charitable Entity other than pursuant to the conduct of the Non-Financial Foreign Entity’s charitable activities, or as payment of reasonable compensation for services rendered, or as payment representing the fair market value of property purchased by the Non-Financial Foreign Entity; and
v. [bookmark: bookmark75]The applicable laws of the Non-Financial Foreign Entity’s State of residence or the Non-Financial Foreign Entity’s Articles of Incorporation require that, in the event of the Non-Financial Foreign Entity’s liquidation or dissolution, all of its assets be distributed to a governmental entity or other non-profit organization, or returned to the government of the Non-Financial Foreign Entity’s Sate of residence or any political subdivision thereof.
2. [bookmark: bookmark78][bookmark: bookmark79][bookmark: bookmark77][bookmark: bookmark76]Specified U.S. Person
The term “Specified U.S. Person” means a U.S. Person other than:
(i) [bookmark: bookmark80]a corporation whose shares are regularly traded on one or more established securities markets;
(ii) [bookmark: bookmark81]any corporation that is a member of the same expanded affiliated group, as defined in section 1471(e)(2) of the U.S. Internal Revenue Code, as a corporation as described in clause i);
(iii) [bookmark: bookmark82]the United States, or any wholly owned agency or instrumentality thereof;
(iv) [bookmark: bookmark83]any state of the United States, a Dependent Territory of the United States, any political subdivision of any of the foregoing, or any wholly owned agency or instrumentality of one or more of the foregoing;
(v) [bookmark: bookmark84]any organization exempt from taxation under section 501(a) of the U.S. Internal Revenue Code or an individual retirement plan as defined in section 7701(a)(37) of the U.S. Internal Revenue Code;
(vi) [bookmark: bookmark85]any credit institution as defined in section 581 of the U.S. Internal Revenue Code;
(vii) [bookmark: bookmark86]any real estate investment trust as defined in section 856 of the U.S. Internal Revenue Code;
(viii) [bookmark: bookmark87]any regulated investment company as defined in section 851 of the U.S. Internal Revenue Code or any entity registered with the U.S. Securities and Exchange Commission under the Investment Company Act of 1940 (15 U.S.C. 80a-64);
(ix) [bookmark: bookmark88]any common trust fund as defined in section 584(a) of the U.S. Internal Revenue Code; (x) any trust that is exempt from tax under section 664(c) of the U.S. Internal Revenue Code or that is described in section 4947(a)(1) of the U.S. Internal Revenue Code;
(xi) [bookmark: bookmark89]any person dealing in securities, commodities, or derivative financial instruments (including interest rate SWAPs and foreign currency SWAPs, futures, forwards, and options) that is registered as such under the laws of the United States or any State;
(xii) [bookmark: bookmark90]a broker as defined in section 6045(c) of the U.S. Internal Revenue Code, or
(xiii) [bookmark: bookmark91]any tax-exempt trust under a plan that is described in section 403(b) or section 457(g) of the U.S. Internal Revenue Code.

3. Non-Financial Foreign Entity
A “Non-Financial Foreign Entity” means any Non-U.S. Entity that is not a Foreign Financial Institution as defined in the relevant U.S. Treasury Regulations, or is an Entity described in subparagraph B(4)(j) of this section, and also includes any Non-U.S. Entity that is established in Hungary or another Partner Jurisdiction and that is not a Financial Institution.
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4. [bookmark: bookmark94][bookmark: bookmark98][bookmark: bookmark99][bookmark: bookmark97][bookmark: bookmark96]Passive Non-Financial Foreign Entity
A “Passive Non-Financial Foreign Entity” means any Non-Financial Foreign Entity that is not (i) an Active Non-Financial Foreign Entity or (ii) a withholding foreign partnership or withholding foreign trust pursuant to relevant U.S. Treasury Regulations.
5. [bookmark: bookmark102][bookmark: bookmark103][bookmark: bookmark101][bookmark: bookmark100]U.S. Tax Residency:
According to the rules of the Internal Revenue Code applicable to residency, any alien individual who is not a RESIDENT ALIEN (is not resident in the-U.S.) is a NON-RESIDENT ALIEN. An alien individual becomes a RESIDENT ALIEN if one of the following criteria applies to him/her:
1. [bookmark: bookmark104]If he/she has been lawfully admitted to the U.S. as a permanent resident or has become a Lawful Permanent Resident (the “Green Card Test”)
2. [bookmark: bookmark105]He/she passes the so-called “Substantial Presence Test” (a formula that measures the number of days present in the U.S.)
3. [bookmark: bookmark106]Taking advantage of the “First-Year Choice Election” (a formula that allows a person to complete the Substantial Presence Test one year earlier than under the normal rules)
Green Card Test
You are considered a resident for U.S. federal tax purposes if you are a U.S. Lawful Permanent Resident at any time during the calendar year. This is called the “Green Card Test”. You are considered a U.S. Lawful Permanent Resident if you have been given the privilege – under U.S. immigration rules – of residing permanently in the United States as an immigrant. You will generally have this status if the U.S. Citizenship and Immigration Services (USCIS) has issued you an alien registration card (Form I -551), also known as a “green card”.
You will continue to have a U.S. resident status until:
· [bookmark: bookmark107]you voluntarily renounce that status to USCIS, or
· [bookmark: bookmark108]your immigrant status is formally terminated by USCIS, or
· [bookmark: bookmark109]your immigrant status is terminated by a U.S. federal court order.
If you meet the “Green Card Test” at any time during the calendar year, but do not meet the “Substantial Presence Test” for that year, the date of commencement of your residency will be the first day on which you are present in the U.S. as a Lawful Permanent Resident. However, an alien individual who is present in the U.S. as a Lawful Permanent Resident at any time during a calendar year may choose the RESIDENT ALIEN classification for the entire calendar year.
Substantial Presence Test A person who is either a permanent resident of the U.S. or who has spent at least 31 (thirty-one) days during the year under review and 183 (one hundred and eighty-three) days on average over the last 3 (three) years within the territory of the U.S. is also considered a U.S. tax resident and is therefore taxed in the same way as a U.S. citizen. This is calculated by taking into account all days spent in the U.S. in a given year, adding 1/3 of the days spent in the previous year and 1/6 of the days spent in the U.S. in the second year before that year. 
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