
FATCA – what does it mean for 
advisers and investors?

What is changing?

The US Government requires the details of US citizens and tax 
residents earning investment income in Australia to be reported 
to the US Internal Revenue Service (IRS) via the Australian 
Taxation Office (ATO). These arrangements are known as ‘FATCA’.

Financial institutions will be required to collect information 
about their customers’ status under FATCA and report certain 
information about US citizens and tax residents to the ATO. 

FATCA applies to all financial institutions offering bank or deposit 
accounts, investment funds, custodial accounts and certain 
insurance accounts. Superannuation funds, indemnity insurance 
products, certain charities, non-for-profit and government 
organisations are exempt.

Why is this changing?

FATCA aims to deter tax evasion by US tax payers through 
offshore financial accounts. 

What is FATCA?

FATCA, the Foreign Account Tax Compliance Act, is a US law that 
requires financial institutions outside the US to identify, collect 
and report information about US citizens and residents to the IRS.  

How does it apply in Australia?

The Australian Government has entered into an Inter-
Governmental Agreement (IGA) with the Government of the 
United States of America for reciprocal exchange of taxpayer 
information. Under the IGA, financial institutions operating in 
Australia will report information to the ATO rather than the US 
IRS. The ATO will then pass the information on to the US IRS. 

When does it start?

Financial institutions will be required to report information 
annually about US persons and entities that hold accounts at 
30 June 2014 and will be required to collect information about 
FATCA status for all new accounts opened from 1 July 2014. 

 Application Forms 

Application forms have been updated to capture FATCA 
identification requirements – new application forms are 
available now. 

How does it impact financial advisers?

While the reporting burden falls mainly on financial institutions, 
financial advisers are likely to play a key role in information 
collection and confirmation of their clients’ FATCA status.

Advisers can expect to see application forms changed to collect 
additional FATCA information about their clients. 

FSC has also updated the FSC/FPA Customer Identification 
Forms to collect this FATCA information. 

Who is impacted?

Information about the following investors will be passed on to 
the ATO to comply with the IGA:

•	 investors	identified	as	US	citizens	or	tax	residents. This 
includes US citizens, US residents for tax purposes, US 
partnerships and corporations, US estates and some trusts 
who hold accounts from 30 June 2014. US citizens and 
residents may be asked to provide a US tax identification 
number. Account details for corporations and trusts with US 
substantial owners or controlling persons will also be reported;

•	 investors	who	do	not	confirm	their	FATCA	status (ie 
whether they are US citizens or tax residents or not); and

•	 certain	financial	institutions who do not meet their FATCA 
obligations.

Additional information will be collected from the following 
investors:

•	 All	investors	who	open	a	new	account	from	1	July	2014 
may be asked for information to determine their FATCA status. 
If investors do not provide this information and the financial 
institution is unable to determine whether they are a US 
person or not, it may be required to report information about 
the investor to the ATO. Some product issuers may not accept 
applications without the FATCA information being provided. 

•	 Investors	with	existing	accounts	prior	to	1	July	2014 may 
be asked for additional information to verify their FATCA status. 
If their account information suggests that they may be a US 
citizen or resident for tax purposes, they may be reported to 
the ATO. 

•	 Financial	institutions may be asked to provide information to 
confirm that they are complying with the IGA. 

•	 Corporations	and	trusts may be asked to confirm that 
none of the substantial owners or controlling persons are US 
persons.

June 2014



	
Who is exempt?

Superannuation	funds,	SMSFs	and	certain	not-for-profit	
and	government	organisations are exempt from the FATCA 
reporting obligations, however these investors may be asked for 
evidence to confirm that they are exempt. 

What are the tax implications?

The ATO may report information to the IRS.  The passing of 
investor information to the ATO does not guarantee that extra 
taxes will be collected by the IRS. Any tax collection can only be 
done by the IRS. 

Specialist tax advice should be sought by customers regarding 
the impact of FATCA on their US tax obligations and overall tax 
position. 

What is Vanguard doing?

•	 Vanguard has a global project team in place to understand 
and implement compliance with FATCA. The team is led by 
the Vanguard Group, Inc. in the US and includes US tax law 
experts. There is a global and local steering committee in 
place to ensure that the program is implemented to meet 
the requirements and allow for the optimal client experience 
possible.

•	 Vanguard is currently updating its systems to be able to 
search for, capture and report the information required to be 
verified/and or reported to comply with the IGA. We are also 
training staff on the processes required to comply with FATCA 
and updating our information materials, disclosure documents 
and application forms.

How does FATCA apply to Vanguard?

•	 FATCA applies to Vanguard Investments Australia Ltd and its 
funds as “Financial Institutions” that are “Investment Entities” 
as defined by the IGA.

•	 Vanguard Investments Australia Ltd has been registered 
to participate in FATCA in the first list published by the IRS. 
Vanguard also intends to register each of the funds it manages 
and its controlled entities.

What about if I invest in a Vanguard Australian ETF?

If you invest in Vanguard’s cross-listed US ETFs, VTS or VEU, 
you may be asked to complete a US tax form as usual. These 
forms are being updated to collect additional information for 
FATCA. 

It is anticipated that FATCA compliance for Vanguard’s Australian 
domiciled ETFs will be deferred until 2016 under the IGA, so 
there is no change for Vanguard’s Australian domiciled ETFs at 
this time. We will provide further information to ETF investors 
closer to the time when we anticipate that the ETFs may be 
required to comply with FATCA.

What if I don’t want to disclose my US tax status?

If you do not provide us with information about your US tax 
status, your application will be processed and we are obliged by 
law to disclose your information to the ATO.

What if only one holder in a joint account is a US person?

Vanguard must report an account even if only one of the holders 
is a US person.

What if I am a dual citizen?

Vanguard must report details of accounts of US citizens even if 
they hold another citizenship (eg Australian citizen). 

Where can I go for more information?

The IGA is publicly available here: http://www.treasury.gov.au/
Policy-Topics/Taxation/Tax-Treaties/HTML/Intergovernmental-
Agreement

The draft implementing legislation is available here: http://www.
treasury.gov.au/ConsultationsandReviews/Consultations/2014/
FATCA-intergovernmental-agreement-with-the-United-States-of-
America

For more information, please refer to:

•	 Vanguard’s website: www.vanguard.com.au/FATCA

•	 ATO website: www.ato.gov.au/General/New-legislation/
In-detail/Other-topics/International/Foreign-Account-Tax-
Compliance-Act/

•	 Australian Treasury website: www.treasury.gov.au

•	 US Internal Revenue Service website: www.irs.gov/
Businesses/Corporations/Foreign-Account-Tax-Compliance-
Act-FATCA

•	 Professional tax advisers
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