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SUBJECT

UNITED STATES AND THE CAYMAN
ISLANDS SIGN INTERGOVERNMENTAL
AGREEMENT UNDER FATCA
INTRODUCTION
On November 29, 2013, the United States Department of the Treasury
released a Bilateral Agreement between the United States and the Cayman
Islands (“Caymans”) to implement the Foreign Account Tax Compliance Act
(“FATCA”). This Intergovernmental Agreement (“IGA”) provides that the
Internal Revenue Service will receive tax information regarding United States
account holders at foreign financial institutions (“FFIs”) in the Caymans.

DISCUSSION
FATCA was enacted in 2010 as part of the Hiring Incentives to Restore
Employment Act (“HIRE Act”) to identify non-compliance by United States
taxpayers using foreign accounts. FATCA requires FFIs to report to the Service
information about financial accounts held by United States taxpayers, or by
foreign entities in which United States taxpayers hold a substantial ownership
interest. In addition, the law requires United States financial institutions to
withhold a portion of payments made to FFIs that do not agree to identify and
report information on United States account holders.
Following the enactment of FATCA, Treasury published Model
intergovernmental agreements to improve tax compliance and to implement
FATCA. Foreign countries may negotiate and sign an intergovernmental
agreement with the United States to allow resident FFIs separate reporting
procedures. The FATCA-related obligations of an FFI which resides in a country
that entered into a Model 1 intergovernmental agreement are primarily
governed by the agreement rather than the regulations under sections 1471
through 1474.
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The Cayman Islands IGA is a Model 1B agreement. As such, FFIs in the Caymans must report tax information about United
States account holders to the Cayman Islands Tax Information Authority (“CITIA”). The CITIA acts as the only agency in the
Cayman Islands that will provide tax-related information to other governments.
Once a Caymans FFI reports tax information about United States account holders to the CITIA, the CITIA will provide that
information to the Service. The Model 1B Agreement does not provide for reciprocity, so the Service will not provide tax
information regarding accounts held by residents of the Caymans at United States financial institutions to the CITIA.
Additionally, the Caymans and the United States also signed a new Tax Information Exchange Agreement (“TIEA”), replacing
the original agreement signed in 2001.
It is of utmost importance for affiliated groups of FFIs to understand the exact classification of each group member during
the FATCA registration process. Inasmuch as many FFIs are organized under the laws of the Caymans, such FFIs will now be in
a position to properly register with the Service.
The Caymans IGA may be accessed on the Treasury Web site at www.treasury.gov/resource-center/taxpolicy/treaties/Documents/FINAL%20US%20-%20Cayman%20Islands%20-%20Cayman%20alternat.pdf.

HOW BDO CAN HELP
BDO supports its clients in the banking and financial services industry in all matters related to FATCA, including general
consulting as well as compliance such as FFI registration, financial account due diligence, United States financial account
reporting, and withholding obligations.

The Tax Practice at BDO is among the largest tax advisory practices in the United States. With 49 offices and more than 400 independent alliance firm locations in the
United States, BDO has the bench strength and coverage to serve you.
BDO is the brand name for BDO USA, LLP, a U.S. professional services firm providing assurance, tax, financial advisory and consulting services to a wide range of publicly
traded and privately held companies. For more than 100 years, BDO has provided quality service through the active involvement of experienced and committed
professionals. The firm serves clients through 49 offices and more than 400 independent alliance firm locations nationwide. As an independent Member Firm of BDO
International Limited, BDO serves multinational clients through a global network of 1,264 offices in 144 countries.
BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms. BDO is the brand name for the BDO network and for each of the BDO Member Firms. For more information, please
visit www.bdo.com.
To ensure compliance with Treasury Department regulations, we wish to inform you that any tax advice that may be contained in this communication (including any
attachments) is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding tax-related penalties under the Internal Revenue Code or applicable
state or local tax law provisions or (ii) promoting, marketing or recommending to another party any tax-related matters addressed herein.
Material discussed in this tax alert is meant to provide general information and should not be acted on without professional advice tailored to your firm's individual needs.
© 2013 BDO USA, LLP. All rights reserved. www.bdo.com

