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 Canada and the US sign FATCA 
Intergovernmental Agreement 

February 5, 2014 

In brief 

The United States and Canada announced on February 5, 2014, that they have signed an 
Intergovernmental Agreement (IGA) to improve international tax compliance and to implement 
the US Foreign Account Tax Compliance Act (FATCA). The IGA must be ratified under Canadian 
laws before it comes into force. The implementing legislation was released concurrently with the 
IGA and is expected to be introduced in Parliament over the coming months. 

The IGA is a Model I Reciprocal Agreement, meaning that financial institutions in each country 
will report specific information to their own governments, which will then automatically exchange 
that information annually on a reciprocal basis.  

In detail 

Canada 

The IGA builds on Canada's commitment to improve international tax compliance and mutual 
assistance in tax matters through the automatic exchange of information, as set out in the 1980 
Canada-US Income Tax Convention (the Convention). Through the IGA, the United States and 
Canada will cooperate to reduce tax evasion and build a stronger, more stable, and more 
accountable, global financial system. 

The IGA, in line with the OECD's efforts to strengthen cooperation in tax matters, strives to 
effectively combat offshore tax evasion.  

By signing the IGA, Canada has become one of the latest countries to enter into an 
intergovernmental agreement with the United States. 

United States 

To date, the US has concluded IGAs with 22 countries including the largest European Union 
countries and, most recently, countries traditionally considered to be offshore financial centres. 
At least 12 more IGAs are pending, demonstrating the growing global momentum behind FATCA 
and strong support from the world's most important economies. 
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 FATCA - Scope and obligations  

The IGA, together with the specific Canadian 
legislation and guidance issued by the Canada 
Revenue Agency that will be used to 
implement the signed IGA, will apply to:  

• financial institutions resident in Canada, 
excluding any branches of these financial 
institution that are located outside 
Canada 

• any Canadian branches of non-resident 
financial institutions (collectively 
Canadian Financial Institutions)  
 

Annex II of the IGA lists those entities that are 
treated as exempt beneficial owners or 
deemed-compliant financial institutions. The 
entities listed in Annex II of the IGA should 
generally have no reporting obligations on 
financial accounts they maintain. Annex II of 
the IGA differs from that contained in the 
draft Model I IGA so it will be important to 
review the specific provisions of Annex II in 
assessing the status of entities under the IGA 
together with any guidance or related 
legislation. 

Annex II of the IGA further lists those 
accounts that are excluded from being 
considered financial accounts, the most 
significant of which are: 

• Registered Retirement Savings Plans 
(RRSPs) 

• Registered Retirement Income Funds 
(RRIFs) 

• Pooled Registered Pension Plans 
(PRPPs) 

• Registered Pension Plans (RPPs) 

• Tax-Free Savings Accounts (TFSAs)  

• Registered Disability Savings Plans 
(RDSPs) 

• Registered Education Savings Plans 
(RESPs)  

• Deferred Profit Sharing Plans (DPSPs) 

Under the IGA, Canadian Financial 
Institutions that have a reporting obligation 
(Reporting Canadian Financial Institutions) 
are required to disclose details of their US 
Reportable Accounts to the Canada Revenue 
Agency. The Canadian Competent Authority 
will then forward this information to the US 
Competent Authority within nine months 
after the end of the calendar year to which the 
information relates.  

The IGA specifically addresses legal 
impediments to compliance, such as local data 
protection and privacy legislation and other 
types of restrictions that would typically be 
invoked so as not to divulge tax-related 
information between two jurisdictions. The 
Competent Authorities will develop 
procedures under the Convention to facilitate 
the exchange of information. 

Identification 

Both the US Final Regulations and the IGA 
require each Reporting Canadian Financial 
Institution to identify all account holders, in 
order to determine which are: 

• its US Reportable Accounts 
• accounts held by Nonparticipating 

Financial Institutions  
 

Specific procedures and documentation 
requirements are provided in Annex I of the 
IGA for this purpose and are in certain cases 
modified by the Canadian legislation. 

Reporting 

Reporting Financial Institutions will be 
required to file a new information return by 
May 2nd of each year in respect of the 
following for the prior calendar year: 
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 • US Reportable Accounts and Recalcitrant 
accounts (non-compliant account holders) 

• all payments made during calendar years 
2015 and 2016 to Nonparticipating 
Financial Institutions 

 

The information that must be reported to the 
Canadian Competent Authority will be 
substantially similar to that required under 
the US Regulations.  

Withholding 

Though the purpose of FATCA is not to collect 
a withholding tax, withholding is enforced to 
incentivise financial institutions and other 
parties to comply with FATCA.  

In terms of the IGA, a Canadian Financial 
Institution would be liable for withholding tax 
only if the US treats the financial institution 
as a Nonparticipating Foreign Financial 
Institution (NPFFI). This can occur when the 
Canadian Financial Institution has not 
resolved any identified instances of non-
compliance within 18 months of first receiving 
notification from the US. 

Under the IGA, a Reporting Canadian 
Financial Institution that makes a payment of, 
or acts as an intermediary with respect to, a 
US Source Withholdable Payment to any 
NPFFI, is not required to withhold (except on 
certain payments made by a Canadian 
Financial Institution that acts as a 
withholding qualified intermediary, 
withholding foreign partnership or 
withholding foreign trust).  

However the Canadian Financial Institution 
must provide to any immediate payor of the 
US Source Withholdable Payment the 
information required for withholding and 
reporting to occur with respect to that 
payment.  

Canadian Financial Institutions that have 
entered into an agreement to assume US 

withholding responsibilities should assess 
situations where they may be required to 
withhold on withholdable payments. 

A Reporting Canadian Financial Institution is 
not required to withhold tax with respect to a 
Recalcitrant Account if the financial 
institution reports to the Canadian Competent 
Authority the account information required 
under the terms of the IGA. 

Next steps  

Now that the IGA between the US and Canada 
has been signed, the next step is for the IGA to 
be implemented into local legislation and 
guidelines.  

In the meantime, Canadian Financial 
Institutions should focus on the upcoming 
FATCA deadlines (mainly in relation to 
registration with the IRS). However, before 
entering any information into the IRS on-line 
registration system, these financial 
institutions should focus on legal entity 
management issues, such as the identification 
of "expanded affiliated groups," sponsoring 
relationships and determining the 
classification of entities within these groups 
under the definition in this IGA. In particular, 
it will be necessary to identify all Reporting 
Canadian Financial Institutions, taking into 
account the Canadian legislation that modifies 
the terms of the IGA. 

A Reporting Canadian Financial Institution 
must register by April 25, 2014, to be included 
in the first list of registered foreign financial 
institutions (FFIs) to be published by the IRS 
on June 2, 2014. Although there is an 
extended deadline available for financial 
institutions covered by a Model I IGA (unless 
the financial institution has a branch in a non-
IGA country), there may be practical 
advantages in being on the first list of 
registered FFIs. 
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 Another important upcoming deadline for 
Reporting Canadian Financial Institutions is 
July 1, 2014, which is when the new on-
boarding process should be in place. 

How can PwC help? 

PwC welcomes the opportunity to meet with 
you to discuss our methodology and approach 
to help prepare you for compliance with 
FATCA. PwC's involvement in supporting 

many large and small financial institutions 
has helped us refine our methodology, 
develop lessons learned and success factors, 
and enhance tools to address FATCA. 

We can provide the benefit of our experience 
in conducting FATCA projects, leveraging 
effective governance structures to accelerate 
our work and assessing risk frameworks 
within various product types, distribution 
channels and administrative functions 
pertinent to your industry. 

 

Let’s talk 
 
For more information regarding the Canada - US IGA, please contact: 

Mike Bondy +1 416 365 2724    michael.s.bondy@ca.pwc.com 

Janette Zive +1 416 869 2909  janette.b.zive@ca.pwc.com 

Brian Dunkel +1 416 814 5788  brian.j.dunkel@ca.pwc.com 

Christian Fanning +1 514 205 5336 christian.fanning@ca.pwc.com 

Paula Pereira +1 416 941 8460 paula.x.pereira@ca.pwc.com 

Click the link below to view PwC FATCA contacts in each country  
http://www.pwc.com/us/en/financial-services/fatca-contacts.jhtml 

 
For more information 
Additional FATCA information can be found on the following US government sites: 

• US Treasury FATCA resource center 

• IRS FATCA web site  
 
For additional thought leadership regarding FATCA guidance and implementation, please see 
PwC’s FATCA Publications archive. 
 

 

 
 

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the 
information contained in this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the 
accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, PricewaterhouseCoopers does not accept or 
assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the information 
contained in this publication or for any decision based on it. 
 
Copyright © 2014 PricewaterhouseCoopers. All rights reserved. PwC refers to the Canadian member firm, and may sometimes refer to the PwC network.  
 
Not for further distribution without the permission of PwC. "PwC" refers to the network of member firms of PricewaterhouseCoopers International Limited 
(PwCIL), or, as the context requires, individual member firms of the PwC network. Each member firm is a separate legal entity and does not act as agent of 
PwCIL or any other member firm. PwCIL does not provide any services to clients. PwCIL is not responsible or liable for the acts or omissions of any of its 
member firms nor can it control the exercise of their professional judgment or bind them in any way. No member firm is responsible or liable for the acts or 
omissions of any other member firm nor can it control the exercise of another member firm’s professional judgment or bind another member firm or PwCIL in 
any way. 
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