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E M E A  R E G U L ATO RY  D E V E LO P M E N T S  N E W S L E T T E R

VOLUME 3 2013

Dedicated to helping you stay ahead of regulatory change, this newsletter summarises the latest 
regulatory developments affecting Europe and provides updates on how Northern Trust is 
evolving to support your requirements.

The regulatory calendar provides an overview of the main regulatory milestones through 
the end of 2013 and beyond. Readers of the electronic version of the newsletter can use the 
links to the latest regulatory insights from Northern Trust.
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EUROPE

1. Regulation on European Long Term Investment Funds (ELTIF)

OVERVIEW

On 26 June 2013, the European Commission proposed a new framework for European Long-
Term Investment Funds (ELTIFs) that would enable investors to make long-term investments 
in companies and projects across Europe. This framework has been designed to increase the 
amount of non-bank finance for companies investing in the real economy of the European 
Union. The regulation will be directly applicable to all EU members. To qualify as an ELTIF, 
funds would: 
■■ Have 70% of assets invested in one or more of the following: unlisted companies needing 

long-term capital; real assets that need long-term capital for development; European Venture 
Capital Funds or European Social Entrepreneurship Funds

■■ Be offered only by managers authorised under the Alternative Investment Managers Directive 
(AIFMD) and so be subject to its rules, including the obligation to have a depositary

■■ Run for a specified period of time during which investors cannot retrieve their assets. This 
must be clearly explained to investors, along with warnings not to concentrate all their 
assets into an ELTIF

■■ Strictly limit derivative use for currency risks so as to avoid their use for speculative reasons
■■ Adhere to specified limits on leverage

NEXT STEPS

The regulation is going through the EU legislative process. Once finalised, the regulation will 
be directly applicable to all EU members. We await details of implementation dates.

NORTHERN TRUST ACTIONS

Northern Trust’s investment fund manager clients (particularly those authorised as AIFMs) 
may wish to offer ELTIF funds to their investors. 

Clients wishing to set up ELTIFs can receive support from Northern Trust in establishing a 
tax-transparent fund structure such as the UK-authorised contractual scheme. Northern Trust also 
offers management company and depositary services to help clients meet AIFMD requirements.

HOW CAN I  LEARN MORE?

Press Release: Northern Trust develops index methodology to highlight benefits for tax-
transparent fund structures.

Impacts
n Investment fund 

managers offering 
long-term opportunities 
in infrastructure projects 
and unlisted companies 
across Europe

n Institutional and 
private investors

Key takeaways
n The proposed European 

Long-Term Investment 
Fund (ELTIF) vehicle is 
an opportunity for 
investment managers 
authorised as AIFMs 
under the AIFMD. 

n This fund vehicle would 
provide pension funds 
and insurance companies 
a reliable, long-term 
income source to meet 
promises to savers and 
policyholders.

http://www.northerntrust.com/about-us/news/press-release?c=1372087329236_322.xml
http://www.northerntrust.com/about-us/news/press-release?c=1372087329236_322.xml
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2. Regulation on Money Market Funds

OVERVIEW

On 4 September 2013, the European Commission proposed new regulation for Money Market 
Funds (MMFs) in Europe to enhance their stability and liquidity. The proposal for better 
governance of MMFs includes: 
■■ 3% net asset value (NAV) buffer for MMFs operating a constant net asset (CNAV). 

Managers not wishing to maintain this buffer will have the option of using a variable net 
asset value (VNAV). 

■■ Fund ratings from third party agencies will be prohibited, lessening the market impact of 
downgrades and negative outlooks. In their place, internal credit quality assessments using 
a harmonised rating scale will be required. 

■■ Customer profiling for MMFs will be increasingly used to identify MMF investment behaviours 
and holdings, with a view of predicting the effect of concurrent investor redemptions. 

■■ Stress testing processes will be established to prepare for future events or changes in the 
economic conditions. 

NEXT STEPS

The new MMF rules must be approved by the EU Council and the European Parliament. This 
is likely to occur during the course of 2014 and applied toward the end of the year. We expect a 
six-month transition period followed by a 2015 implementation date. 

NORTHERN TRUST ACTIONS

Several of the proposed regulations, including stress testing and liquidity requirements, 
average maturity and life restrictions and “know your client” policies, are already in use by 
Northern Trust through prospectus documentation, the Institutional Money Market Fund 
Association (IMMFA) code or in compliance with the external triple-A ratings maintained 
by our MMFs.

Northern Trust actively monitors developments in MMF reform both in Europe and 
overseas and participates in on-going dialogue with regulators and our trade association, 
IMMFA. We are prepared to make appropriate changes to our funds as a result of any new 
regulation implemented, including adding VNAV options as necessary. 

As the market evolves, Northern Trust is committed to providing our clients with an 
appropriate range of choices for their cash investments. Please contact your Northern Trust 
representative for further information, or to share your views. 

Impact
n Money market 

fund managers

Key takeaway
n New regulation aims to 

increase the stability of 
money market funds
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3. United Kingdom: Client Assets Regime for Investment Business

OVERVIEW

On 12 July 2013, the Financial Conduct Authority (FCA) published a Consultation Paper (CP) 
proposing several material changes and clarifications to the existing CASS rules. Collectively, 
these proposals aim to enhance the FCA’s client asset regime to achieve better results for 
consumers and increase confidence in financial markets.

KEY IMPACTS

Custody assets
■■ New provisions enabling firms to deal with unclaimed custody assets.
■■ Restrictions on firms from registering their own assets in the same nominee name used for 

safe custody assets.
■■ Requirements for firms to have written custody agreements when they place safe custody 

assets with third parties.
■■ Clarification of the reconciliation requirements, including discrepancy resolution and 

minimum frequencies for internal, external and physical reconciliations.
■■ Requirements for firms to obtain and submit to the FCA an auditor’s reasonable assurance 

report when internal custody reconciliations rely on an internal records system.

The overall impacts of the above proposed changes will require firms to consider the need for:
■■ Re-papering of existing contractual arrangements with third parties
■■ Existing operational processes around the registration and reconciliation of safe custody assets
■■ Engagement with an audit firm to obtain an auditor’s report
■■ Enhanced management information
■■ Establishing processes for dealing with unclaimed custody assets

Client money
Where the banking exemption is concerned, money relating to the investment business will 
be held as a deposit on its own balance sheet, and hence is not client money. Monies received 
should be allocated to a client within five business days. 

Other key client money changes include:
■■ Removal of the delivery vs. payment (DVP) exemption for collective investment schemes 
■■ A mandatory template acknowledgement letter for client money placed with a bank or 

other third party 
■■ Requirements for firms to enhance diversification and due diligence of the holding location 

of client money balances
■■ Restrictions on the use of unbreakable term deposits
■■ Immediate segregation requirements 
■■ Clarification of the reconciliation requirements, discrepancy resolution, minimum 

frequencies and policies/procedures for client money reconciliations

Impacts
n UK firms subject 

to the client assets 
sourcebook (CASS) due 
to the holding of client 
money, custody assets, 
collateral or mandates 
in relation to their 
investment businesses 

n Banks with which firms 
place client money

n Third party providers 
performing operational 
CASS functions on 
behalf of firms

n Audit firms in relation 
to CASS audits and 
auditor reports on 
alternative approaches 

Key takeaways
n The proposals are 

far-reaching and 
would result in material 
changes to the way 
firms operate their 
investment businesses

n Many of the proposals 
are interdependent, 
requiring firms to 
complete coordinated 
assessments of 
the impacts

n Some proposals may 
require considerable 
system development 
and resourcing

n The consultation period 
ended 11 October 
2013 and the FCA 
intends to publish 
the finalised policy 
statement/regulations 
in the first half of 2014 
with a proposed six 
month transition
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The overall impacts of the above proposed changes will require firms to consider the need for:
■■ System developments
■■ Changes to existing operational processes and controls
■■ Increased CMAR reporting requirements
■■ Additional firm funding and monitoring of intra-day positions
■■ Reviewing client contractual arrangements
■■ Enhanced management information
■■ Re-papering of acknowledgement letters
■■ Opening of additional client money bank accounts and diversification of balances

Mandates
■■ Expansion of current scope to include any non-written authorisations provided by a client 

to a firm to control their assets/liabilities

Client reporting and disclosures
■■ Introduction of a stand-alone client assets disclosure document issued prior to services, 

and reissued annually, summarising any key provisions in client agreements which modify 
rights or protections under the CASS rules.

■■ All client asset/money reporting to make clear the CASS 6 and/or 7 protections provided 
on such holdings.

Client money distribution regime
■■ Proposals aimed at increasing the speed with which client money is returned following a 

firm’s failure, recognising the tradeoff between accuracy and speed of return.

NEXT STEPS

Following the consultation period, the FCA intends to publish the finalised policy statement/
regulations in the first half of 2014 with a proposed 6 month transition period.

NORTHERN TRUST ACTIONS

Northern Trust submitted a formal response to the FCA on the proposed changes and fed into 
the consultation process via a number of industry forums/bodies including the Association of 
Financial Markets in Europe (AFME), the Investment Management Association (IMA) and the 
Tax Incentivised Savings Association (TISA). Northern Trust issued communications to clients 
for whom Northern Trust provides transfer agency services highlighting some of the more 
significant proposed changes to the client money rules and their potential impact to clients 
and the service offering.

Northern Trust will assess the required operational, control and system changes to ensure 
compliance with the finalised regulations.

HOW CAN I  LEARN MORE?

The full CP can be found on the FCA website

http://www.fca.org.uk/news/cp13-5-review-of-the-client-assets-regime-for-investment-business
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4. Ireland: Client Asset Regulations

OVERVIEW

On 6 August 2013, the Central Bank of Ireland issued a consultation paper and draft guidance 
regarding proposed changes to the existing Client Asset Regulations (CAR). These regulations 
aim to minimise the risk of loss or misuse of client assets while the firm is a going concern, 
and to ensure that those assets are efficiently returned to clients in the event of insolvency. 

For the first time, the Central Bank is proposing to regulate the holding of subscription and 
redemption monies by a Fund Service Provider (FSP), defined as a manager, administrator, 
trustee or custodian. The CAR will apply where subscription or redemption monies are held 
in a collection account opened by an FSP. In cases where these monies are transferred directly 
into or out of a collection account owned by the investment fund, they will be treated as an 
asset of the investment fund, and the CAR would not apply. Firms must take the following 
actions to ensure compliance with the CAR: 
■■ Client assets must be held separate from the firm’s own assets and accounting segregation 

must be maintained.
■■ Client assets must be clearly identified in the firm’s internal records and in the records of 

external parties.
■■ Books and records must be reconciled on a regular basis and show client assets individually 

and in total. 
■■ A Client Asset Management Programme (CAMP) must be maintained and will be audited 

by external auditors once a year.
■■ A firm must ensure that the aggregate balance on its client bank accounts at the close of the 

previous business day is equal or exceeds the amount it is holding on behalf of its clients.

NEXT STEPS

The closing date for submissions on the consultation paper is 31 October 2013. The final 
regulation and guidelines will be published by the Central Bank at the end of Q1 2014. 

NORTHERN TRUST ACTIONS

Northern Trust’s preferred approach to treat all collection accounts as assets of the investment 
fund has been communicated to all Northern Trust Ireland’s investment fund clients.

We are currently reviewing our operational processes for these collection accounts and the 
implications they will have for our clients. 

Northern Trust will participate in the Central Bank consultation process via the Irish Funds 
Industry Association. 

Impact
n Fund service providers 

(managers, administrators, 
trustees or custodians)

Key takeaway
n Aspects of the holding 

of subscription and 
redemption monies, 
including record-keeping, 
asset segregation and 
reconciliation, will be 
regulated
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5. Ireland Central Bank (Supervision and Enforcement) Act 2013

OVERVIEW

The Act went into effect on 1 August 2013. A summary of the main provisions are outlined below:

Information provision

The CBI may require a regulated FSP to produce a report prepared by an appropriately 
skilled “reviewer.” It can also require persons (regulated and unregulated) to provide 
relevant information.

Authorised officers

The Act creates the role of ‘authorised officer’ (an officer or employee of the CBI or another 
suitably qualified person) who will have the power to enter premises (pursuant to a warrant 
or with occupier consent) if it believes that the premises is used by one of a wide range of 
persons or is a premises at which business records are kept.

Extended role for PCFs and protection of whistleblowers

Persons performing pre-approval controlled functions (PCFs) are required to report a 
breach of financial services legislation if they believe it might be of material assistance to the 
CBI. Whistleblowers and employees are protected from civil liability when they make a 
protected disclosure. 

Administrative sanctions

For firms, the maximum monetary penalty has been increased from €EUR5 million to 
EUR10 million or 10% of turnover (in the last complete financial year) whichever is greater. 
For individuals, the maximum penalty has been doubled from EUR0.5 million to EUR1 
million. Where the CBI finds that a regulated FSP has committed a ‘prescribed contravention,’ 
the CBI can suspend their authorisation for 12 months or revoke it entirely. 

Customer redress

If a regulated FSP makes widespread or regular relevant defaults that result in customers 
suffering loss or damage, the CBI has the authority to direct the regulated FSP to make 
appropriate redress. These types of default can include overcharging, the provision of 
unsuitable products, the provision of inaccurate information, systems or controls failures 
or prescribed contraventions. 

Impact
n Financial Services 

Providers (FSPs)

Key takeaway
n The Act significantly 

enhances the capacity 
of the Central Bank of 
Ireland (CBI) to 
supervise FSPs and 
enforce financial 
services legislation
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6. Alternative Investment Fund Managers Directive (AIFMD)

OVERVIEW

Following the official adoption of AIFMD on 22 July 2013, to date, twelve EU countries have 
transposed AIFMD regulations into national law. All key fund centres (Ireland, Luxembourg and 
United Kingdom) have completed this process and their corresponding regulatory bodies have 
begun issuing guidance and consultation papers on how national, transitional and supervisory 
regimes will operate. These include detailed guidelines and proposals on a number of key 
topics including fund passporting, remuneration rules, alternative investment fund manager 
(AIFM) authorisation and co-operation agreements with non-EEA authorities. 

Many managers are in the process of preparing their application for AIFM authorisation 
with their national regulators. A small number of managers have already been authorised as 
AIFMs in France, Ireland, Luxembourg and the United Kingdom. 

On 1 October, the European Securities and Markets Authority (ESMA) published final 
guidelines on the reporting requirements under AIFMD. Specific requirements will now be 
determined by the national competent authorities, who will publish their intentions by 
1 December. ESMA has confirmed that the reporting periods will be for the calendar year and 
that the initial reporting period will not be retroactive to 22 July 2013, but will cover the relevant 
reporting period (quarterly, semi-annually or annually) starting immediately after the 
AIFMD reporting obligation is triggered.

NEXT STEPS

■■ The UK Financial Conduct Authority has requested managers to apply for authorisation 
before 22 January 2014 and has indicated it will not be able to guarantee approval for any 
applications submitted after 22 April 2014.

■■ Meanwhile, the Central Bank of Ireland has requested all Irish authorised AIFs to confirm 
their plans for AIFM selection by 11 October; the Luxembourg Commission de Surveillance 
du Secteur Financier (CSSF) requested similar information in August.

■■ Indications are that the approval process could take from six to twelve weeks subject to the 
fund profile, regulator and volume of applications.

NORTHERN TRUST ACTIONS

Northern Trust continues to participate in implementation and transition consultation 
processes in Ireland, the United Kingdom and other key jurisdictions. 

We expect to see a large number of our clients apply for AIFM authorisation over the next 
few months and have established a dedicated client conversion team to provide support and 
project management. At least six to eight weeks in advance of applying for regulatory approval, 
clients will need to complete a pre-approval phase with this team.

To help clients meet AIFMD requirements, Northern Trust provides a full range of 
depositary services including operations, asset safekeeping, cash monitoring, investment 
compliance, and NAV supervision. We also offer a full reporting service covering investment 
strategy, risk, liquidity and leverage profiles.

HOW CAN I  LEARN MORE?

Northern Trust Solutions for the Alternative Investment Fund Managers Directive

Impacts
n Non-UCITS funds 

managed in, domiciled 
in, and/or distributed 
in the European Union

n Non-EU funds and 
managers wishing to 
sell in Europe

Key takeaways
n AIFMD was officially 

adopted on 22 July 2013
n Regulations are currently 

being implemented across 
the EU. All key European 
fund centres have now 
transposed the regulations 
into national law

n All in-scope clients need 
to apply to the relevant 
regulator and be 
approved by July 2014

n Northern Trust clients 
need to complete a 
pre-approval phase with 
Northern Trust at least 
six to eight weeks in 
advance of applying for 
regulatory approval

http://www.northerntrust.com/documents/brochures/asset-servicing/intl/solutions-aifmd.pdf?q=&lgs=30334800769&rn=1
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7. European Markets Infrastructure Regulation (EMIR)

OVERVIEW

EMIR entered into force on 16 August 2012, and on 19 December the European Commission 
adopted nine regulatory and implementing technical standards underpinning EMIR. These 
standards came into force earlier in the year, although some technical standards, particularly 
around the extraterritorial application of EMIR, remain to be finalised.

KEY IMPACTS

The regulation may be viewed across three key pillars:
■■ Mandatory clearing via authorised central-counterparties (CCPs)
■■ Reporting of trades, valuations and collateral into authorised trade repositories (TRs)
■■ Risk mitigation measures – procedures such as timely confirmations, portfolio reconciliation 

and compression, together with a move to mandatory initial margin on non-cleared 
bilateral trades

Mandatory clearing via CCPs
First clearing obligations are expected to be applied in Q2/Q3 2014 (although this could 
extend into 2015), subject to authorisation of a relevant CCP by national authorities.

Reporting to trade repositories
On 13 September 2013, the European Securities and Markets Authority (ESMA) provided 
an update indicating that approval for trade repository registration is not expected before 
7 November 2013, meaning that transaction reporting is not expected to start before 
12 February 2014. Reporting of valuations and collateral will become mandatory six months 
after the transaction reporting deadline. The timescales are dependent on the date of 
registration of the first trade repository.

Risk mitigation measures
On 15 September 2013, regulation on risk mitigation for non-centrally cleared derivatives 
came into force. 

Dispute resolution
Financial and non-financial counterparties must report any disputes between counterparties 
relating to an OTC derivative contract, its valuation or the exchange of collateral for an amount 
or a higher value than EUR 15 million and outstanding for at least 15 business days. In the 
United Kingdom, the FCA has now launched a Web portal through which firms may submit 
dispute reports.
 
Portfolio reconciliation
Reconciliation frequency of derivatives is dependent upon a counterparty’s EMIR 
classification and the number of outstanding OTC derivative contracts with a single 
counterparty. For financial counterparties, the frequency thresholds are: 
■■ Daily, when counterparties have >= 500 OTC derivative contracts with each other 
■■ Weekly, for a portfolio of 51 – 499 contracts 
■■ Quarterly for a portfolio <= 50 contracts 

Impact
n All over-the-counter 

(OTC) derivatives 
users, even those 
pensions granted a 
three-year exemption 
from the clearing 
obligation

Key takeaways
n The final guidance 

around cross-border 
derivative transactions 
enables firms operating 
internationally to comply 
with only one set of 
OTC trading rules 

n The general complexity 
of collateral management 
will increase and greater 
demands will be placed 
on client collateral

n The requirement to finance 
margin requirements for 
certain strategies, together 
with clearing fees, may 
impact performance

n The risk mitigation and 
reporting requirements 
will require additional 
procedures to be 
established and 
documented
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Portfolio compression
Financial and non-financial counterparties to OTC derivative contracts are required to follow 
a biannual process to: 
■■ Identify counterparty portfolios with 500 or more uncleared OTC derivative trades across 

all asset classes
■■ Analyse the possibility to compress all trades within the eligible portfolios
■■ Engage with counterparties to determine whether a compression exercise is feasible
■■ Carry out a compression exercise on eligible trades
■■ Record attempts and outcomes of compression analysis and exercise 

The awaited final report from BCBS-IOSCO on margin requirements for non-cleared trades 
was published on 2 September 2013. We expect these requirements to be phased in from 2015. 
The next step is for ESMA to publish its paper in response.

Cross-border derivative transactions
The United States Commodity Futures Trading Commission (CFTC) issued final guidance 
that in instances where both Dodd-Frank Act and EMIR obligations apply (for example, 
a non-cleared swap between an EU entity and a US person when one of those entities is a 
registered swap dealer or major swap participant), compliance with EMIR risk mitigation 
obligations will be sufficient.

Extraterritorial application of EMIR
ESMA published a consultation paper on 17 July 2013 with draft regulatory technical 
standards on how EMIR can apply to OTC derivative transactions by non-EU counterparties. 
The consultation period closed on 16 September 2013. The European Commission extended 
the deadline by which ESMA should deliver its draft technical standards on the cross-border 
application of EMIR to 15 November 2013 in order to give ESMA more time to fully analyse 
and take account of the responses received to its public consultation.

NORTHERN TRUST ACTIONS

Northern Trust provides full operational support for the central clearing of certain OTC 
derivatives, allowing us to route trades to electronic matching platforms, clearing members 
and CCPs and manage the entire margin process.

We are unaffiliated with particular clearing members or CCPs and can therefore act as our 
clients’ independent derivatives servicing agent to help them execute their trades efficiently and 
pursue their investment strategies.

We provide transparency reporting, processing and margin solutions helping investors 
to manage the greater complexity of the central clearing environment whilst achieving 
efficiencies in their usage of collateral. 

Dependent on the level of service clients subscribe to, we are also able to support client 
requirements in relation to the risk mitigation measures, such as delegated trade repository 
reporting and portfolio reconciliation.

HOW CAN I  LEARN MORE?

EMIR implementation checklist and implementation time frame

http://www.northerntrust.com/documents/brochures/asset-servicing/intl/emir-checklist-timeline.pdf?q=&lgs=30334800769&rn=1
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8. Financial Transaction Tax (FTT)

OVERVIEW 

Several new Financial Transaction Tax (“FTT”) regimes have been implemented in the EU 
since 2012:
■■ The French FTT has been in force since August 2012 with the reporting and collection 

process well established in the market. 
■■ The Italian FTT came into force in March 2013 with the first payment date in mid-October 2013. 

The EU FTT Directive was re-issued earlier in the year supported by 11 members as part of 
the enhanced cooperation procedure. The proposed scope of this tax has been challenged by 
many institutions, industry bodies and more recently governments such as the UK, which filed 
a legal challenge with the European Court of Justice in April 2013. 

Discussions have since been taking place between the EU members with a focus on various 
exemptions under EU FTT. The proposed implementation in 2014 is viewed as unrealistic. 

In September 2013, the European Council legal service has issued an opinion stating 
that certain aspects of the EU FTT scope, in particular the “establishment tests,” contravene 
international law. Although the opinion is not binding, it has been welcomed by market 
participants and some governments in the hope that it will influence the revised scope and 
therefore the impact of EU FTT. 

KEY IMPACT

The French FTT regime applies to domestic and foreign investors in taxable French securities 
and certain other instruments such as American Depository Receipts (ADRs) of French shares 
and high-frequency trading. Similarly, the Italian FTT applies to all investors in taxable Italian 
securities and certain other instruments (ADRs of Italian shares, derivatives with underlying 
Italian securities etc.)

Under the currently proposed EU FTT Directive, most securities and financial instruments 
are in scope and many institutions are caught by virtue or residence or issuance principle.

NORTHERN TRUST ACTIONS 

Northern Trust’s custody bank is currently assisting with the collection process for off-market 
transfers for both French FTT and the Italian FTT regimes. 

Northern Trust continues to monitor the developments in respect of the Italian FTT as well 
as the EU FTT and to assess its impact on our clients. Timely tax information will be provided 
through the various established communication channels. 

TO LEARN MORE

Client Communication: French Financial Transaction Tax
Client Communication: Italian Financial Transaction Tax

Impact
n Investors conducting 

transactions with 
counterparties in the 
11 participating EU 
members. 

Key takeaway
n The scope of EU FTT was 

recently challenged by the 
EU Council legal service

http://www.northerntrust.com/documents/articles/asset-servicing/client-communication-french-financial-transaction-tax.pdf
http://www.northerntrust.com/documents/articles/asset-servicing/client-communication-italian-financial-transaction-tax.pdf
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UNITED STATES

9. Foreign Account Tax Compliance Act (FATCA)

OVERVIEW

Revised Timelines
On 12 July 2013, the US Treasury announced a modification of the FATCA implementation 
timelines, including a six-month postponement of key effective dates:
■■ Withholding on payments to non-compliant financial institutions and due diligence on 

new client accounts will now start on 1 July 2014.
■■ Grandfathered obligations not subject to FATCA withholding will now include obligations 

outstanding through 1 July 2014.
■■ Existing IRS Forms W-8 will now expire on 30 June 2014.
■■ Reporting for 2013 has been eliminated altogether.
■■ In the United Kingdom, Son of FACTA has also been postponed for six months.

Note that the timelines for withholding on gross proceeds and pass-thru payments (not 
required before 1 January 2017) remain unchanged.

Intergovernmental Agreements
Seven Model 1 and two Model 2 intergovernmental agreements (IGAs) for the implementation 
of FATCA have been finalised so far. Many more should be signed in the coming months as the 
US Treasury continues to negotiate with numerous jurisdictions. The government of Cayman 
Islands announced on 13 August 2013 that it had initiated a Model 1 IGA.  

The above revised timelines will apply to FFIs in jurisdictions that have already signed an 
IGA, and the US Treasury has published templates reflecting the new timelines to be incorporated 
into future IGAs. Jurisdictions having signed an IGA will be treated as having an IGA in effect 
even if it has not yet been brought into force. 

Registration Portal
The IRS launched a new web-based FATCA registration portal for FFIs on 19 August 2013. 
FFIs can now access the portal, but it will not accept any final submission before 1 January 
2014. FFIs must register on the portal by 25 April 2014 in order to be included on the IRS list 
of compliant FFIs before the 1 July 2014 effective date and avoid FATCA withholding on US 
payments they receive. 

New Tax Forms
On 29 August 2013, the IRS released the final version of the revised form W-9, which is used 
by US persons to confirm their status and provide their taxpayer identification number (TIN). 
Some financial institutions have already started completing/requesting the revised form. Over 
the past months, the IRS has published new draft forms of the W-8 series with changes reflecting 
final regulations and IGA concepts. Final versions of these revised forms remain outstanding.
 

Impacts
n Foreign financial 

institutions (FFIs) and US 
financial institutions that 
make payments to FFIs

n Institutional investors 
that will need to provide 
evidence of compliance 
to financial service 
providers

Key takeaways
n Key effective dates 

have been postponed 
for six months

n In the United Kingdom, 
final FATCA Regulations 
became effective on 
1 July 2014
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On 9 September 2013, the IRS published technical corrections to the final Treasury regulations 
released in January 2013. A sponsoring entity is no longer required to be authorised to manage 
an FFI and to enter into contracts on its behalf, but must only be authorised to act on the FFI’s 
behalf to perform the registration. 

UK Son of FATCA
On 26 June 2013, HMRC published a model “Son of FATCA” IGA modelled on the US 
FATCA IGA template and a discussion document signalling its intention to conclude reciprocal 
IGAs with the crown dependencies and non-reciprocal IGAs with the overseas territories. On 
10 October 2013, an IGA was signed with the Isle of Man, and on 22 October 2013, IGAs were 
signed with Guernsey and Jersey. HMRC intends to implement timelines consistent with US 
FATCA and has announced a six-month postponement of its implementation.

NEXT STEPS

The IRS and US Treasury are expected to release regulations on how the FATCA rules interact 
with existing US tax reporting requirements by the end of 2013. 

NORTHERN TRUST ACTIONS

We are continuing to upgrade our systems and operating models to support our FATCA 
obligations and to assist fund managers in meeting their own FATCA obligations. Please see 
our FATCA solutions for investments funds. 

HOW CAN I  LEARN MORE?

The IRS portal user guide
Northern Trust FATCA solutions for investment funds
Frequently Asked Questions for Institutional Investors (July 2013)
Frequently Asked Questions for Fund Managers (May 2013)

http://www.northerntrust.com/documents/line-of-sight/asset-servicing/facta-implementation-checklist.pdf?q=&lgs=30334800769&rn=1
http://www.northerntrust.com/documents/line-of-sight/fatca-institutional-investors-faq.pdf?q=&lgs=30334800769&rn=3
http://www.northerntrust.com/documents/line-of-sight/fatca-faq.pdf
http://www.irs.gov/pub/irs-pdf/p5118.pdf
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Northern Trust Corporation, Head Office: 50 South La Salle Street, Chicago, Illinois 60603 U.S.A., incorporated with limited liability in the U.S. The 
Northern Trust Company, London Branch (reg. no. BR001960). 

Northern Trust Global Services Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the 
Prudential Regulation Authority. Northern Trust Global Investments Limited is authorised and regulated by the Financial Conduct Authority. Their respective 
numbers (“FRN”s) on The Financial Services Register are: TNTC: 122020, NTGSL: 226284, NTGIL: 191916.

The material within and any linked material accessed via this communication is directed to eligible counterparties and professional clients only and should 
not be distributed to or relied upon by retail investors. For Asia Pacific markets, it is directed to institutional investors, expert investors and professional 
investors only and should not be relied upon by retail investors.

Northern Trust (Guernsey) Limited, Northern Trust Fiduciary Services (Guernsey) Limited, and Northern Trust International Fund Administration Services 
(Guernsey) Limited are licensed by the Guernsey Financial Services Commission. Northern Trust International Fund Administrators (Jersey) Limited 
and Northern Trust Fiduciary Services (Jersey) Limited are regulated by the Jersey Financial Services Commission. Northern Trust International Fund 
Administration Services (Ireland) Limited, Northern Trust Securities Services (Ireland) Limited and Northern Trust Fiduciary Services (Ireland) Limited 
are regulated by the Central Bank of Ireland. Northern Trust Global Services Limited has a Luxembourg Branch, which is authorised and regulated by 
the Commission de Surveillance du Secteur Financier (CSSF). Northern Trust Luxembourg Management Company S.A. is regulated by the Commission 
de Surveillance du Secteur Financier (CSSF). Northern Trust Global Investments Limited (authorised and regulated by the Financial Conduct Authority) 
has a Netherlands Branch, which is subject to regulation in the Netherlands by the Autoriteit Financiële Markten.. Northern Trust Global Services Limited 
(authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority) has a 
Netherlands Branch, which is subject to regulation in the Netherlands by De Nederlandsche Bank.. Northern Trust Global Investments Limited (authorised 
and regulated by the Financial Conduct Authority) has a Sweden branch and is subject to regulation in Sweden by the Finansinspektionen. Northern 
Trust Global Services Ltd (UK) Sweden Filial (authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the 
Prudential Regulation Authority) is subject to regulation in Sweden by the Finansinspektionen. Northern Trust Global Services Limited operates in Abu Dhabi 
as a Representative Office. Our registered office is authorised and regulated by the Central Bank of the United Arab Emirates. The Northern Trust Company 
of Saudi Arabia is a Closed Joint Stock Company regulated and licensed by the Capital Market Authority of Saudi Arabia, license no. (26-12163). The 
Northern Trust Company operates in Australia as a foreign authorised deposit-taking institution (foreign ADI) and is regulated by the Australian Prudential 
Regulation Authority. The Northern Trust Company has a branch in China mainly regulated by the China Banking Regulatory Commission, People’s Bank 
of China and State Administration of Foreign Exchange. The Northern Trust Company of Hong Kong Limited is regulated by the Hong Kong Securities and 
Futures Commission. Northern Trust Global Investments Japan, K.K. is regulated by the Japan Financial Services Agency. The Northern Trust Company has 
a Singapore Branch, which is a foreign wholesale bank regulated by the Monetary Authority of Singapore. The Northern Trust Company operates in Canada 
as The Northern Trust Company, Canada Branch, which is an authorised foreign bank branch under the Bank Act (Canada). Trustee related services in 
Canada are provided by the wholly owned subsidiary The Northern Trust Company, Canada, an authorised trust company under the Trust & Loans Companies 
Act (Canada). Deposits with The Northern Trust Company and its affiliates and subsidiaries are not insured by the Canada Deposit Insurance Corporation.

IRS CIRCULAR 230 NOTICE: To the extent that this message or any attachment concerns 
tax matters, it is not intended to be used and cannot be used by a taxpayer for the purpose 
of avoiding penalties that may be imposed by law. For more information about this notice, 
see http://www.northerntrust.com/circular230.

http://www.northerntrust.com/
http://www.northerntrust.com/circular230
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