FEBRUARY 5, 2015

White paper on implementation of the OECD’s Common Reporting
Standard

1. Introduction

This white paper reflects the views of the Securities Industry and Financial Markets
Association (SIFMA)*, the Association for Financial Markets in Europe (AFME), and the Asia
Securities Industry and Financial Markets Association (ASIFMA), collectively, the “Working
Group” with regard to implementing the OECD’s Common Reporting Standard (CRS).

We welcome this opportunity to work with the OECD Secretariat and participating CRS
jurisdictions in meeting the challenges of implementing the CRS. We have been considering
the requirements of the CRS and the changes to operational and IT requirements for
financial institutions that operate in multiple jurisdictions. This white paper outlines our
recommendations relating to critical elements of the CRS to help achieve effective
implementation. We would hope that these recommendations could be considered for
inclusion in further OECD guidance, individual country legislation, regulation and guidance
as appropriate.

2. Background on the Working Group

The Working Group, formed in October 2014, consists of experts in information reporting
from a wide range of global financial institutions, all of whom have spent a significant
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financial markets, which support economic growth and benefit society. For more information, visit
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amount of time in recent years on the implementation of the US Foreign Account Tax
Compliance Act (FATCA) and the Model 1 Intergovernmental Agreement (IGA), on which the
CRS is based, and are the individuals who will be leading their firms on CRS implementation.

The Working Group fully supports the policy goals of the CRS and is committed to ensuring
its efficient and effective implementation.

We believe that an open dialogue among business, the OECD and Competent Authorities is
critical to ensuring that potential implementation and compliance burdens are minimised.
Based on the discussions of the Working Group, the following overarching key principles
have been identified that we respectfully request the OECD and participating jurisdictions to
prioritize:

e Transparency and consultation with stakeholders over plans for issuing any law,
regulations or guidance, regarding both timing and scope.

e A harmonised approach to the CRS amongst participating jurisdictions to ensure the
Common Reporting Standard is “common” upon implementation; and

e Where possible, and in accordance with local legislative and privacy restrictions,
minimising any departure from the OECD Standard by participating jurisdictions.

Whilst this white paper is primarily concerned with how these principles are best achieved,
our in depth discussions have also been driven by the Working Group’s experience with
FATCA and we have based our recommendations on achieving the following, where
possible:

1) A balance of CRS consistency at a global implementation level with country-specific
IGA requirements that may diverge from the OECD’s CRS implementation guidelines

2) Identification of areas which we feel could be improved/clarified based on our
experience with FATCA

It is likely that some of the recommendations are best dealt with by the OECD; others are
more likely best dealt with by Competent Authorities. At all levels, we believe the
development of the CRS can be best facilitated through open and effective dialogue
amongst all stakeholders. We therefore welcome discussions at the international, regional
and individual country levels to help implement CRS.
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3. Commonality - Priority issues and principles

Through a detailed review of the OECD’s final standard and Commentary, we have identified
more than 50 areas where there is the potential for jurisdictions to vary their
implementation of the CRS (the potential variations are listed in Appendix 1 to this white
paper). Some of these areas are discussed in the CRS Handbook released by the OECD. The
50-plus variations contained within Appendix 1 are classified under the following six key
headings:

3.1 Rules for late adopters

3.2 Determining residence

3.3 Definitions

3.4 Timing of account due diligence

3.5 Compliance

3.6 Choice for Reporting Financial Institutions and participating
jurisdictions

3.7 Application of a de minimis rule

3.1 Rules for late adopters

Issue

While a large number of jurisdictions are committed to the early adoption of the CRS, there
remain a significant number of jurisdictions that have either committed to later adoption or
have not committed to a specific adoption deadline.

This staggered implementation means that financial institutions (FIs) may be restricted to

collecting information from a defined subset of clients, and adjusting such processes each
time a new jurisdiction is added to the list of CRS participants.

Working Group position

In order to ensure consistency among Competent Authorities, participating Competent
Authorities should allow for a “big bang approach,” allowing Fls to implement systems and
processes to capture relevant information from all clients.

In terms of reporting such information, the Working Group believes it would be preferable
for Fls to collect and report all client data for residents of jurisdictions included in a “white
list” of participating jurisdictions (existing and expected) to be created and maintained by
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the OECD and made available to local Competent Authorities. This will remove a significant
process burden that would otherwise have to be endured by Fls, i.e., having to report each
subset of clients as and when a new participating adopts the CRS. The information for
clients resident in “expected” jurisdictions could be held by the local Competent Authority
until the relevant jurisdiction has fully adopted the CRS, at which time the information
exchange could occur.

We recognise that to allow Fls to collect and subsequently report this information from all
their clients, irrespective of a legal obligation to do so, may require an amendment of the
applicable data privacy and bank secrecy laws in some jurisdictions.

This concept is a major issue for the Working Group as there are still many countries in Asia,
for example, that are adopting strict data privacy rules, while some countries regard
exchange of information as a violation of state secrecy laws.

Whilst the Working Group appreciates this issue is for participating jurisdictions, we ask that
the OECD take the lead, encouraging Competent Authorities to deal with this critical issue.

3.2 Determining residence

Issue

The determination of the country in which an individual or entity is to be treated as fiscally
"resident" is a key issue that requires further commentary and guidance. Commentary on
Section IV (p.127, Para. 4) and Commentary on Section VI (p.144, Para. 7) states:

“The domestic laws of the various jurisdictions lay down the conditions under which an

mn n

individual/entity is to be treated as fiscally "resident".

Working Group position

We would like to reiterate that the responsibility of determining residence, whether single
or multiple, lies fully on the client and the FI's responsibility is limited to:

1) obtaining certification of residence from the account holder;

2) subjecting this certification to a reasonableness test according to a prescribed set of
indicia (including information received on specific change of circumstances) and

3) curing that indicia with prescribed documentation.
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We believe it is the role of the local Competent Authorities to provide guidance to the public
on the residency rules and such publication of resident criteria should not impose additional
requirements on Fl to test the reasonableness of the certification of their clients.

3.3 Definitions

Issue

We foresee difficulty if different definitions of important terms are used in different
jurisdictions. This will be most acute for global FIs operating in a number of countries and
trying to implement both CRS and FATCA.

Without any rectification this will require those organisations to customize a global CRS
compliance program for all local variations. The resolution of this issue will require a
combination of input from the OECD and individual Competent Authorities. The use of
definitions under the Model 1 IGA, where possible, would minimise any potential
differences with existing FATCA requirements and thereby minimise implementation
challenges. The following are some examples of areas where consistent definitions are
needed:

3.3.1 Entity classifications

If entity classifications vary across jurisdictions, multinational FIs may need to
characterize similar entities differently in various jurisdictions. This will mean that
the centralised programme will need to deal with and identify such local country
variations, i.e., this represents a deviation from the hoped for “common” reporting
standard. Such variations would likely create confusion for businesses that work
across borders, result in an increase in the cost of compliance, and likely decrease
the reliability of the data collected. Examples are set out below:

3.3.1.1 Holding companies

One area where a clearer definition of “financial institution” would be helpful
is in relation to holding companies within financial groups. Under FATCA, a
holding company formed or used to hold a private equity fund (for example)
is treated as an Fl in its own right. This will cause confusion with respect to
the treatment of such entities for CRS purposes. We believe that so long as a
holding company does not maintain customer accounts and is not itself an
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investment vehicle whereby investors can participate in a portfolio of
holdings, the holding company should not be treated as an Fl.

3.3.1.2 Trusts

A further area where consistent interpretation is needed is on the
classification of trusts with individual trustees. Under FATCA, Canada and the
Netherlands classify such trusts as Passive NFFEs even where an Fl is
managing the investments in the trust. In other countries, such as the UK, if a
trust with individual trustees has a discretionary management mandate with
an investment advisor it will be classified as an Fl and have to do its own
reporting (rather than rely on the investment manager or custodian to do the
reporting). A common definition in this area for CRS would be helpful but
through our experience with FATCA, we appreciate the difficulties in
obtaining clarity across all jurisdictions. The Working Group’s preference
would be to follow the local IGA where possible to minimize the operational
gap between compliance with FATCA and the CRS. We note that thisis a
complex area which we would be pleased to discuss in more detail.

3.3.1.3 Controlling person

We believe that a clearer definition of “controlling person” is required. The
term is defined in the CRS as the natural person who exercises control over
the entity and states that it should be interpreted in a manner consistent with
Financial Action Task Force (FATF) recommendations. This is similar to the
definition in the Model 1 FATCA IGA. Experience has shown, however, that
reference to the FATF recommendations does not establish clear traceability
into local law and has not been entirely easy to apply, in particular as it has
not necessarily been implemented in each jurisdiction. The Working Group
would welcome the opportunity to discuss this matter in more detail.

3.3.1.4 Non-reporting Financial Institutions (Non-reporting FIs)

It is possible that different jurisdictions may define the term “Non-reporting
FI” differently.

See Commentary on Section VIII (p.171, Para. 49) — “The Fl should be defined
in domestic law as a Non-Reporting Fl. This is satisfied where a jurisdiction
defines a specific type of Fl as a Non-Reporting Fl, and that definition is
contained in domestic law. This would typically be consistent with the types
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of Fl treated as "exempt beneficial owners" or "deemed compliant FFIs" in
the IGAs under FATCA.”

The Working Group believes that there should be a consistency of
classification across jurisdictions, including with respect to entities in
jurisdictions that are not participating in CRS. We suggest therefore, that the
commentaries be amended to reflect a single definition of the term Non-
Reporting Fl.

3.3.1.5 Investment Entities

The treatment of Investment Entities in participating and non-participating
countries is not consistent. For example, if an investment entity in country A
has an account in country B and there is no agreement between country A
and country B the investment entity will be treated as a Passive NFFE and the
Fl in country B will report controlling persons of the investment entity who
are resident in country C which has an agreement with country B. However if
there is an agreement between country A and country B and between
country B and country C but no agreement between country A and country C
the controlling person in country C is not reported either via Country A or B.

Referring to the Working Group’s recommendation to a) Rules for late
adopters (in paragraph 12, above), this issue would be eased if information
on all clients were collected and reported to the local Competent Authority,
with the information only being exchanged as and when a new jurisdiction
participates in the CRS.

A further improvement would be for the OECD to provide guidance or a
standard in defining Passive NFFE along with a standardized approach to
reporting of Passive NFFEs. The Working Group believes this should be in line
with FATCA.

3.3.2 Financial accounts / excluded accounts

A similar situation may arise if financial accounts and excluded accounts are defined
differently by jurisdictions. These differences should be eliminated where possible.

There is scope for the creation of a global list of exempted products to ensure there
is a baseline of consistency. However there would need to be periodic review of such
a list to ensure it remains up to date.



34

35

36

37

38

39

3.3.3 Passive income

At present the guidance given in the OECD’s Commentary (see para 126) provides
examples of what would generally be considered to be passive income but this is
subject to the condition that “reference must be made to each jurisdiction’s
particular rules”. This will require multinational organisations to review multiple sets
of rules and, as noted above, may give rise to a number of potential issues.

Passive income should be more clearly defined.

3.3.4 Gross proceeds

Under the Commentary, each jurisdiction may choose to gradually introduce
requirements for the reporting of gross proceeds. Reporting Fls will need sufficient
time to make any necessary system changes in order to be in a position to report
accurate information. Furthermore, in order to implement this significant
requirement, we believe that a uniform definition of gross proceeds is necessary.

We believe that the definition of gross proceeds in the CRS should be aligned with
the definition in FATCA, modified by the European Union’s Directive on
Administrative Co-operation (DAC). We note that the definition and rules regarding
gross proceeds under FATCA are not yet settled.

We suggest, therefore, that the definition of gross proceeds not be addressed before
the US has finalised its rules on gross proceeds. We also suggest that as the model
FATCA IGAs state that US Treasury and its FATCA Partners will consult before
addressing gross proceeds, the CRS should not implement any gross proceeds
provisions until after that process is completed.

Working Group position

In addition to the specific examples above, there are many examples where the Working
Group believes consistency is essential and is best achieved by providing consistent
definitions. If the model agreements are not amended to provide consistent definitions,
this can be done by requiring that jurisdictions adopt a consistent definition in local
guidance. Alternatively, the CRS Handbook could set out core principles for participating
jurisdictions. Such consistency will allow implementing countries to realise both the OECD’s
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vision of a common standard and maximise efficiency and minimize the cost to Reporting
Fls.

To the extent possible, definitions should be aligned to those within FATCA.

3.4 Timing of account due diligence

Issue

The Commentary states it expects there will be a general two-year time period for reviewing
Pre-existing Individual / Entity Accounts and identifying Reportable Accounts.

See for example Commentary on Section Il (p.126, Para 51) — “Paragraph D contains the
rule governing the timing of the review procedures for identifying Reportable Accounts
among Pre-existing Individual Accounts. Such rule requires that the review must be
completed by [xx/xx/xxxx]. While the selection of this date is a decision of the jurisdiction
implementing the Common Reporting Standard, it is expected that the date selected for that
purpose is the year following the year selected for the term “Pre-existing Account” with
respect to High Value Accounts, and the second year following the year selected for such
term with respect to Lower Value Accounts.”

Working Group position

The Working Group believes that the timeframes for completing due diligence should not
vary by jurisdiction. In any event, Reporting Fls should be given no less than one year for
pre-existing high value individual account holders and two years for the remaining account
holders to complete their review.

3.5 Compliance

3.5.1 Coordination of Procedures

Issue

Due to the large number of participating jurisdictions, the coordination of compliance
procedures for Reporting Fls under the CRS will pose challenges. Areas of concern include
how jurisdictions will request information from Reporting FIs when undocumented accounts
are reported and how they will assess a Reporting FI’s compliance with CRS obligations.
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Differing audit, review and compliance procedures in different jurisdictions would increase
the cost of a common global assurance program at global Fls.

Working Group position

Considering the potential complexities, we believe that a clear and globally consistent
approach for Competent Authorities to review Reporting FI compliance will be the only
workable and cost effective way to ensure compliance. Whilst the Working Group
appreciates this may be a difficult task given the autonomous nature and goals of
Competent Authorities, one area of initial focus should be on agreeing on a consistent
approach to identifying auditable information. For example, record retention requirements
should be consistent across all jurisdictions.

We suggest that a procedure similar to that under the FATCA IGAs be adopted. Reporting
Fls should be responsible for their own compliance. Under such a system, a local Competent
Authority may ask them to demonstrate how they are ensuring compliance. Additional
procedures should only be required if a risk factor is identified, for example identifying
weaknesses in AML/KYC procedures or identifying failures of CRS procedures. If risk factors
are identified by a foreign Competent Authority it should be made clear that it is the
domestic Competent Authority that has the power to resolve such issues.

We suggest that the agreed process should be as follows: The primary Competent Authority
for reviewing a Reporting Fl should be the local Competent Authority. If the local
Competent Authority does not review a Reporting Fl, but another Competent Authority
wishes to, that other Competent Authority may initiate it by requesting the local Competent
Authority to do so, outlining its concerns or reasons e.g. incorrect or missing data. Once the
local Competent Authority has reviewed the reasonableness of the request, it may proceed
with the request. Information requests should be made on a uniform basis, so that reporting
and record retention to the reviewing Competent Authorities is standardized.

Such a coordinated procedure will allow FIs to control costs of ongoing compliance while
ensuring that Competent Authorities get the information they need.

As an additional general matter, statutes of limitation should be standardized (for example,
three years following the end of each calendar year). A standard threshold for failure to
comply with CRS should also be adopted. We suggest that penalties for compliance failures
should only be applied if 10% of the total accounts covered are incorrectly documented,
reviewed or reported.

10
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3.5.2 Communication between Competent Authorities and Reporting FIs

Issue

The Model Competent Authority Agreement does not provide for direct communication
between Competent Authorities in one jurisdiction and Fls in another. Instead, the
Agreement provides that where a Competent Authority believes an error has occurred, it
will notify the local Competent Authority who will then take the appropriate action.
However, the Commentary suggests, as an alternative, that Competent Authorities may
allow direct contact between a Competent Authority in one jurisdiction and a Reporting Fl in
another jurisdiction.

Working Group position

We believe that contact with Fls should only be initiated by their home country Competent
Authority. The administrative policy behind the CRS is to provide for government-to-
government exchange of information. Direct contact by foreign Competent Authorities with
Fls appears inconsistent with that policy. There may also be legal or data protection
impediments to such contact unless dealt with through local legislation.

As noted in the previous section, the goals of the CRS can be best met by coordinating
compliance efforts through local Competent Authorities. We suggest, therefore, that
contact should be made via the home jurisdiction Competent Authority and not directly
between foreign Competent Authorities and Reporting Fls.

3.6 Choices for Reporting FIs and participating jurisdictions

Issues

In certain places the Commentary provides that a jurisdiction may permit Reporting Fis to
perform certain actions. The purpose of this discretion is presumably to recognise how
markets operate in certain areas and to avoid any potential disruptive effects for a
Reporting Fl seeking to comply with the CRS. The Commentary will typically state that a
“jurisdiction may allow” alternative approaches. Examples are:

3.6.1 Use of third party service providers

The Commentary provides that each jurisdiction may allow Reporting FIs to use third-party
service providers to fulfil their reporting and due diligence obligations. However, the
obligation for compliance remains with the Reporting Fl.

11
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See Commentary on Section Il (p.108, Para 6) — “According to paragraph D, each Jurisdiction
may allow Reporting Financial Institutions to use service providers to fulfil the reporting and

due diligence obligations imposed on such Reporting Financial Institutions (e.g. a jurisdiction

may permit Reporting Financial Institutions to rely on due diligence procedures performed by
service providers).”

Working Group position

Jurisdictions must allow Reporting Fls to use service providers to fulfil their CRS obligations.

3.6.2 New accounts of Pre-existing Customers

The Commentary allows adopting jurisdictions to enable Reporting Fls in their jurisdiction to
treat new accounts of pre-existing customers as pre-existing accounts.

See Commentary on Section VIII (p.181, Para. 82) — “When implementing the CRS,
jurisdictions are free to modify the definition of a Financial Account in order to also include
certain new accounts of pre-existing customers.”

Working Group position

The default position should be that new accounts of pre-existing customers are treated as
pre-existing accounts. This would ensure consistency with FATCA. We suggest a further
provision be included to allow Fls to apply this rule by business line or to a defined group of
business.

3.6.3 Application of High Value Account rules to Lower Value Accounts

The Commentary allows Reporting Fls to apply the due diligence procedures for High Value
accounts to Lower Value accounts.

See Commentary on Section Il (p.18, Para. 8) — “Each jurisdiction may allow Reporting Fls to
apply the due diligence procedures for High Value accounts to Lower Value accounts.”

Working Group position

12
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Jurisdictions must allow the application of High Value Account rules to Lower Value
Accounts.

3.6.4 Prior year exchange of information

It is understood that the “early adopter” jurisdictions will have CRS in effect for 2016, with
Reporting Fls required to make their first reports in 2017. A further set of jurisdictions are
expected to adopt CRS starting in 2017. Under the model Commentary, individual
jurisdictions may choose to exchange information with respect to years before the adoption
date.

See Commentary on Section 3 (p.73, Para. 3) — “A jurisdiction may choose, subject to its

domestic law, to exchange with respect to the earlier years in which case this is also
consistent with the CRS and the Model CAA.”

Working Group position

Late adopters could be severely impacted due to the inability to obtain customer consent in
prior years. In order to avoid this, we believe jurisdictions should only be required to
exchange information with respect to years starting when an agreement is adopted. Further
complications would arise with respect to collection of gross proceeds information, for
example, if this information is not already collected. This would present a significant
industry challenge.

3.7 Application of a de minimis rule

Issue

Similar to the model FATCA IGAs, the CRS rules contain a de minimis rule for pre-existing
entity accounts that do not exceed USD 250,000 on the date the Competent Authority
Agreement (CAA) is effective (although unlike the model FATCA IGAs, the Model CAA does
not provide that such de minimis accounts do not have to be reviewed until their value
exceeds USD 1,000,000 — the Model CAA requires review once the value exceeds USD
250,000). Regarding individual accounts, there is no de minimis threshold in the CRS rules
for pre-existing individual accounts or for new individual depositary accounts or cash value
insurance contracts.

Working Group position

13
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We believe that the lack of a de minimis rule raises a number of complications for Fls,
namely concerning: i) the sheer volume of accounts this impacts; ii) potential privacy
concerns in participating jurisdictions; iii) any delays to reporting this may cause due to the
increased burden the lack of a de minimis rule would bring to the due diligence exercise; iv)
the value of such information being required to be received and processed by local
Competent Authorities. To elaborate further on some of these points, our experience with
FATCA suggests the due diligence timelines to be far too short. Providing a de minimis
exception would ensure Fls do not use limited resources on accounts presenting little risk of
tax avoidance. The Working Group would wish the CRS to mirror the de minimis thresholds
in the FATCA rules — USD 250,000 for pre-existing entity accounts, USD 50,000 for pre-
existing individual accounts, USD 250,000 for pre-existing individual cash value insurance
contracts and annuity contracts and USD 250,000 for pre-existing entity accounts, with all
de minimis accounts not required to be reviewed until their balance or value exceeds USD
1,000,000. Similarly to FATCA, individual bank accounts and cash value insurance contracts
with a balance or value not exceeding USD 50,000 should also be considered de minimis.

The Working Group appreciates the fact that the lack of a de minimis rule has been raised in
a variety of fora. Nevertheless, we continue to believe that the lack of a de minimis rule will
create time line problems for Fls in implementing CRS.

Appendix 1

CRS implementation
variations.xlsx

14



Areas of potential jurisdictional differences within the CRS

General CRS specific
# Page # Section Reference Topic Specific Topic Detail Jurisdicti-onal jurisdiction Other Comments
difference election
A. Commentaries Multilateral The Model CAA is drafted as a bilateral reciprocal agreement however the CAA could also be
1 65 on the Model Introduction; 3 CAA aereements implemented on the basis of a multilateral CAA. Note, although the agreement would be Y Reporting in respect to earlier years would not be welcome.
CAA & multilateral, the exchange of information itself would be on a bilateral basis
. A definition of gross proceeds would be useful and where
A. Commentaries . . S . . . . -
. Non-reciprocal The Model CAA may also be entered into between jurisdictions on a non-reciprocal bilateral possible, aligned to the FATCA definition.
2 65 on the Model Introduction; 4 CAA e . Y T .
CAA agreements agreement (e.g. where one jurisdiction does not have an income tax) For all jurisdictions, reporting of gross proceeds should be delayed
until 5 years after FATCA reporting of gross proceeds has begun.
Contact should be made via the home jurisdiction competent
Commentary on L It is possible that the CRS, including the IT modalities, will be updated from time to time as more ] . ) . P .
3 69 . Definitions; 6 CRS Updates to the CRS o . . . ] Y authority (CA) and not direct between CAs and foreign reporting
Section 1 jurisdictions implement and obtain experience with, the CRS. . .
financial institutions
Time and Information must be exchanged within 9 months after the calendar year to which the information Must allow flexibility to permit the use of service providers subject
Commentary on Exchange of . . . . S . - .
4 72 Section 3 Exchange of Information Period to exchange relates. This however, is a minimum standard and jurisdictions are free to agree on shorter Y to suitable contract provisions, regardless of the location of the
Information; 2 timelines (i.e. 6 month EUSD timeline) service provider.
Must allow the flexibility to apply the DD procedures for new
Time and . S . . . . . accounts to pre-existing accounts (allowing for the optionality to
Commentary on Exchange of |Prior year exchange of| A jurisdiction may choose, subject to its domestic law, to exchange with respect to the earlier . P . g ) ( & . P y
5 73 . Exchange of ) . . . . . . . Y apply this by business line or defined groups of business). Ensure
Section 3 ” Information information years in which case this is also consistent with the CRS and the Model CAA . .
Information; 3 consistency with FATCA.
Time and Must allow the flexibility to apply the DD procedures for high value
Commentary on . Gross proceeds is not a reporting requirement thus, when implementing the CRS, jurisdictions may accounts to lower value accounts (allowing for the optionality to
6 73 . Exchange of Reporting Gross proceeds . . Y . . . . .
Section 3 Information: 5 choose to gradually introduce the reporting of such gross proceeds apply this by business line or defined groups of business). Ensure
’ consistency with FATCA
The CAA does not contemplate direct contact between the CA from one jurisdiction with a
. . Reporting Fl in the other jurisdiction. As an alternative, two CA's may wish to allow for direct Ensure consistency between CAs.
Collaboration on Direct contact . . . . o . . .
Commentary on . Exchange of contact between a CA in one jurisdiction and a Reporting Fl in the other jurisdiction in case of The early adopters will be uniform however the timeline for
7 77 . Compliance and . between CA and . . . . . ) . Y . S
Section 4 Enforcement Information Reporting i administrative or other minor errors. The decision to include such option will depend on the additional jurisdictions should be based on when they adopt.
P & domestic law in the respective jurisdictions and may also be influenced by the volume of inquiries
that a CA expects to receive.
Although the OECD/Competent Authorities are set to release
Confidentialit . . . . . . o . further guidance in this respect, this should remain a priorit
Commentary on y Exchange of Information All information exchanged is subject to the confidentiality rules and other safeguards provided for & . . P . . P ¥
8 80 . and Data . . . . . . Y issue until such guidance is released.
Section 5 Information Confidentiality in the underlying legal instruments . . .
Safeguards Clarification of what is deemed reasonable to confirm tax
residency to ensure consistency across jurisdictions.
The Reporting FI must report the balance or value of the account as of the end of the calendar
year or other reporting period.
Commentary on |General Reportin Some jurisdictions, however, already require Fls to report the average balance or value of the Ensure consistency between CAs, including provisions for late
9 98 . ¥ . P g Reporting Average balance J . yreq . P . g R Y Y y ep
Section | Requirements account during the calendar year or other appropriate reporting period. These jurisdictions are adopters.
free to maintain reporting of that information instead of requiring reporting of the balance or
value of the account as of the end of the calendar year or other reporting period.
Although the OECD/Competent Authorities are set to release
further guidance in this respect, this should remain a priority
Commentary on |General Reportin . In determining when an account is 'closed' reference must be made to the applicable law in a issue until such guidance is released.
10 99 y P & Reporting Closed accounts & PP Y &

Section |

Requirements

particular jurisdiction

Clarification of what is deemed reasonable to confirm tax
residency to ensure consistency across jurisdictions.




1) Ensure consistency of classification
With reference to the DAC and the 'list of non-reporting Fls,' what
will be the mechanism to challenge the classification of Non-
reporting Fls
2) In terms of client declarations, how will clients be treated by the

General Due
Commentary on o . . . Each jurisdiction may allow Reporting Fls to use service providers to fulfil the reporting and due organisation classifying them? A single client declaration is the
11 108 . Diligence Due Diligence Service Providers . L . . .
Section Il . diligence obligations imposed on such Reporting Fls desired outcome.
Requirements . . . S
3) Ensure definition of investment entity for non-participating
countries is consistently applied.
4) Address inconsistencies in DD procedures around credit card
issuers
General Due S . . . I .
Commentary on o . . Each jurisdiction may allow Reporting Fls to apply the due diligence procedures for New Accounts Must be a consistent approach to allow the modification of this
12 108 . Diligence Due Diligence | Pre-existing accounts L N
Section Il . to Pre-existing accounts definition
Requirements
General Due L . - . Ensure consistency with the definition in the IGA. Treatment and
Commentary on o . Each jurisdiction may allow Reporting Fls to apply the due diligence procedures for High Value . y .
13 108 . Diligence Due Diligence |Lower Value Accounts definition of accounts such as collateral accounts or syndicated
Section Il . accounts to Lower Value accounts .
Requirements loans to be discussed.
General Due L . . . . L
Commentary on o . Group of Pre-existing |It may also permit Reporting Fls to make such an election with respect to all pre-existing accounts, L . .
14 108 . Diligence Due Diligence . . o Passive income needs to be more clearly defined on a global basis.
Section Il . accounts or separately with respect to any clearly identified group of such accounts
Reguirements
Clear and global approach to be taken by CAs. How would this be
Due Diligence for Pre-existing Individual implemented to ensure consistency? Opportunity for the Workin
g. . 8 The CRS exempts from review all pre-existing Individual Accounts - Cash Value Insurance/Annuity P . ¥+ Upp . y &
Commentary on Pre-existing . Accounts - Cash Value . . . . . Group to draw up a viable process to coordinate document
15 110 . . Due Diligence . Contracts provided that the Reporting Fl is effectively prevented by law from selling such contracts . . S
Section IlI Individual Insurance/Annuity . e retention or furthermore an audit schedule to be distributed
to residents of a Reportable Jurisdiction . - . S
Accounts Contracts internally within their global network to assess its viability. Any
such 'agreed' process should be disclosed in an Annex the CRS.
Due Diligence for . e . . " "
Commentary on Pre-existin Residence address for | Jurisdictions may determine other special circumstances where an "in-care-of" address or a post
16 112 Section ”»II Individualg Due Diligence | pre-existing Individual | office box is used that clearly identify a residence address provided that such determination does
Accounts not frustrate the purposes of the CRS.
Accounts
Due Diligence for . " " . .
. An account may be considered as a "dormant account" under applicable laws or regulations or the
Commentary on Pre-existing - . . . .
17 112 section I individual Due Diligence | Dormant accounts normal operating procedures of the Reporting Fl that are consistently applied for all accounts
maintained by such institution in a particular jurisdiction.
Accounts
Due Diligence for Timing of review
18 126 Commentary on Pre-existing Due Diligence procedures for Selection of the date by which review procedures for identifying Reportable Accounts must be
Section lll Individual & identifying Reportable completed by is a decision of the jurisdiction.
Accounts Accounts
Due Diligence for Account Holder's . . . .. . o .
Commentary on & . . . The domestic laws of the various jurisdictions lay down the conditions under which an individual is
19 127 . New Individual | Due Diligence residence for tax . - "
Section IV to be treated as fiscally "resident".
Accounts purposes
. , The domestic laws of the various jurisdictions cover cases where an individual is deemed to be
Due Diligence for Account Holder's . . . . . .
Commentary on . . . resident of that jurisdiction. To solve cases of double residence, tax conventions contain special . . . . . L
20 127 . New Individual | Due Diligence residence for tax . . . Consistent timeline for collection including a minimum timeline
Section IV rules which give the attachment to one jurisdiction a preference over the attachment of the other
Accounts purposes .
jurisdiction.
Due Diligence for . . L L . . .
Commentary on . . Determining residence Participating Jurisdictions are expected to help taxpayers determine, and provide them with
21 128 . New Individual | Due Diligence . . . . .
Section IV for tax purposes information with respect to, their residence for tax purposes.
Accounts
Due Diligence for Exemption from The application of exemption from review of all Pre-existing Entity Accounts with an account L . . .
Commentary on L . . ] . . . - . . Provision believed to only apply to Mexico. Position to ensure
22 135 Pre-existing Entity | Due Diligence | review of Pre-existing | balance that does not exceed USD 250,000 is subject to the implementing jurisdiction allowing

Section V

Accounts

entity Accounts

Reporting Fls to apply the exception.

other jurisdictions do apply such a provision.




Commentary on

Due Diligence for

Publicly available

"Publicly available information" includes information published by an authorised government

As is currently stated, this would be made by reference to the

23 137 Section V Pre-existing Entity| Due Diligence information body of a jurisdiction; information in a publicly accessible register maintained or authorised by an applicable laws in the particular jurisdictions. Ensure consistency
Accounts authorised government body of a jurisdiction. with existing processes within jurisdictions and Fis
- Timing of review
Due Diligence for . . . . .
Commentary on L . - procedures for Selection of the date by which review procedures for identifying Reportable Accounts must be
24 141 . Pre-existing Entity| Due Diligence | . . . . g .
Section V Accounts identifying Reportable completed by is a decision of the jurisdiction implementing the CRS.
Accounts
Due Diligence for Account Holder's
Commentary on g . . ) The domestic laws of the various jurisdictions lay down the conditions under which an Entity is to
25 144 . New Entity Due Diligence residence for tax ) o "
Section VI be treated as fiscally "resident".
Accounts purposes
Special Due e . N .
Commentary on o . . In some jurisdictions, domestic law does not allow the application of the account aggregation
26 154 . Diligence Due Diligence | Account aggregation
Section VII . rules.
Requirements
Special Due All dollar amounts are in US dollars and shall be read to include equivalent amounts in other
Commentary on p. . . . currencies, as determined by domestic law. When implementing the CRS, jurisdictions are
27 156 . Diligence Due Diligence | Currency translation . . .
Section VI . expected to use the amounts that are equivalent in their currency to the US dollar threshold
Requirements . .
amounts described in the Standard.
Commentary on Special Due A "branch" is a unit, business, or office of a Fl that is treated as a branch under the regulatory
28 159 Section V»I,I Diligence Due Diligence | Definition of a branch | regime of a jurisdiction or that is otherwise regulated under the laws of a jurisdiction as separate
Requirements from other offices, units or branches of the FI.
Commentary on Whether an Entity is subject to the financial laws and regulations of a Participating Jurisdiction, or
29 160 Section VKI Defined Terms | Defined Terms Defining an FI is subject to supervision and examination by agencies having regulatory oversight of Fls, is relevant
to but not necessarily determinative of whether that Entity qualifies as a FI.
Commentary on An "insurance company" is an Entity that is regulated as an insurance business under the laws,
30 165 . y Defined Terms | Defined Terms | Insurance companies . pany . y . g . . ) .
Section VIl regulations, or practices of any jurisdiction in which the Entity does business.
Commentary on
31 166 Section an Defined Terms | Defined Terms | Non-Reporting Fls Determination of a Non-Reporting Financial Institution
The Fl should be defined in domestic law as a Non-Reporting FI. This is satisfied where a
Commentary on jurisdiction defines a specific type of Fl as a Non-Reporting Fl, and that definition is contained in
32 171 . v Defined Terms | Defined Terms | Non-Reporting Fls J ] . P . s . . P g N .
Section VIII domestic law. This would typically be consistent with the types of Fl treated as "exempt beneficial
owners" or "deemed compliant FFIs" in the IGAs under FATCA.
Commentary on Each jurisdiction may evaluate the application of the requirement for the Fl to have substantiall
33 171 . v Defined Terms | Defined Terms | Non-Reporting Fls ) . 'y o PP 9 . . ¥
Section VIII similar characteristics to any of the Fls described in the Standard.
Jurisdictional monitoring of whether the status of an Fl as a Non-Reporting Fl does not frustrate
Commentary on . . . . . . - .
34 172 section Vill Defined Terms | Defined Terms | Non-Reporting Fls the purposes of the Common Reporting Standard including, a) administrative procedures; b)
potential suspension of a CAA; c) a mechanism to review the implementation of the CRS
Commentary on Collective investment Option for a rule to be used where a jurisdiction has previously allowed collective investment
35 173 . y Defined Terms | Defined Terms . P . J . P y
Section VI vehicles vehicles to issue bearer shares.
. Jurisdictions have diverse legal, administrative and operational framework and different financial
Commentary on . . Maintaining an . n e " . .
36 176 . Defined Terms | Defined Terms systems, and the meaning of "maintaining an account" may vary among jurisdictions depending
Section VI account . . o .
on how a particular financial industry is structured.
Commentary on New accounts of pre- | When implementing the CRS, jurisdictions are free to modify the definition of a Financial Account
37 181 . v Defined Terms | Defined Terms . P P . 8 .J . Y e
Section VIII existing customers in order to also include certain new accounts of pre-existing customers.
Typically, excluded account categories are consistent with the types of accounts excluded from the
Commentaryon | . AR . o
38 184 section Vill Defined Terms | Defined Terms | Excluded Accounts definition of Financial Accounts in the IGA concluded between a jurisdiction and the US under
FATCA.
Commentary on Low-risk excluded The category of Excluded Accounts is intended to accommodate jurisdiction-specific types of
39 187 . v Defined Terms | Defined Terms gory J P VP
Section VIII accounts accounts.
Area to be discussed in conjunction with the regularly traded
Commentary on . . A jurisdiction defines a specific type of account as an Excluded Account and that definition is . . . ,J & y
40 188 . Defined Terms | Defined Terms | Excluded Accounts . . . exemption piece. More critical for Asset Management and not
Section VIII contained in domestic law. .
discussed further on the call
Domestic laws differ in the treatment of partnerships (including LLPs). Some jurisdictions treat
artnerships as taxable units whereas other jurisdictions adopt the fiscally transparent approach To be rolled up within a general definitions piece. Ensure global
Commentary on . Reportable Treatment of P .p o ) P y p . PP P .g. L P &
41 191 . Defined Terms . under which the partnership is disregarded for tax purposes. Where a partnership is treated as a definition is produced.
Section VIl Account partnerships i . . .
company or taxed in the same way, it would generally be considered to be a resident of the
Reportable Jurisdiction that taxes the partnership.
Commentary on In determining what is meant by "passive income", reference must be made to each jurisdiction's
42 196 . M Defined Terms NFE Passive income g yp . J
Section VIII particular rules.
One of the requirements for "non-profit NFE" to qualify for the Active NFE status is that the
Commentary on applicable laws of the NFE's jurisdiction of residence or NFE's formation documents do not permit
43 198 sntary Defined Terms NFE Non-profit NFE | 2PP! ! o . : > NOTP
Section VIII any income or assets of the NFE to be distributed to, or applied for the benefit of, a private person
or non-charitable Entity.
. A jurisdiction must have rules and administrative procedures in place to ensure the effective
Commentary on Effective . Enforcement . . . . . - ]
44 207 . . Compliance implementation of, and compliance with, the reporting and due diligence procedures set out in
Section IX Implementation procedures the CRS
. . . . .| Many jurisdictions have enacted a general anti-avoidance rule in their tax legislation which ma
Commentary on Effective Anti-avoidance | General / specific anti- V) . & . . L g o y
45 208 also be supplemented by specific anti-avoidance rules. In other jurisdictions, the legislation may

Section IX

Implementation

rule

avoidance rules

include only specific anti-avoidance rules.




Commentary on Effective Self- e Jurisdictions are expected to include a specific provision in their domestic legislation imposing
46 208 . . e L. False self-certification . . . . o e
Section IX Implementation | certifications sanctions for signing (or otherwise positively affirming) a false self-certification.
Jurisdictions are required to have administrative procedures in place for the following:
- verify the compliance of Reporting Fls with the reporting and due diligence procedures set out
in the CRS
Commentary on Effective . Compliance of . .
47 209 . . Compliance ] - follow up with a Reporting FI when undocumented accounts are reported
Section IX Implementation Reporting Fls L ! . . .
- ensure that the Entities and accounts defined in the domestic law as Non-Reporting Fls and
Excluded Accounts continue to have a low risk of being used to evade tax
Ensure global consistency. Clear process if the client fails to co-
. . Jurisdictions should have rules in place requiring Reporting Fls to keep records of the steps & 4 'p
Commentary on Effective . Records and evidence . . N operate with the FI.
48 209 . . Due Diligence . undertaken and any evidence relied upon for the performance of the due diligence procedures as e .
Section IX Implementation of due diligence . Clarification of consequences of non-compliance to be
set out in the CRS. . S
communicated by the local jurisdiction CA.
Commentary on Effective . Jurisdictions are required to have adequate measures to obtain the records from the Reportin
49 209 ) y . Compliance Records q q P &
Section IX Implementation Fls.
Commentary on Effective . Compliance of L . . . . .
50 210 . . Compliance . Jurisdictions should have procedures in place to periodically verify the compliance of Reporting Fls.
Section IX Implementation Reporting Fls
. S . . . To be rolled up into the audit and review procedures. Clarification
Commentary on Effective . Undocumented A jurisdiction must have procedures in place to follow up with a Reporting FI when undocumented . P . P . )
51 210 . . Compliance on what is deemed reasonable in terms of Fls following up with
Section IX Implementation accounts accounts are reported
undocumented accounts?
Commentary on Effective . Enforcement A jurisdiction must have procedures in place to ensure that Non-Reporting Fls and Excluded
52 210 . . Compliance . . . . . .
Section IX Implementation procedures Accounts defined in the domestic law continue to have a low risk of being used to evade tax.
Once a jurisdiction determines that a type of Entity or an account no longer meets the
requirement of posing a low risk for evading tax, it shall take all necessary steps as soon as
Commentary on Effective . Enforcement q . P g . g . 'y P
53 211 ) . Compliance . possible to remove such an Entity or account from the list of Non-Reporting Fls or Excluded
Section IX Implementation provisions
Accounts.
Non-compliance could result in a suspension of the Model CAA bv the exchange partner.
Commentary on Effective . Enforcement . . - .
54 211 ) y . Compliance . A jurisdiction must have effective enforcement provisions to address non-compliance.
Section IX Implementation provisions




