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INTRODUCTION

International tax planning in one form or another existedaforost the
entire history of world economic relations. Many nations aadntries in their
desire to get as much profit as possible from increased internatiiadal have
created in their territories favorable tax environment for economic actiMiig
subsequently led to a problem such as the erosion of th@asax To eliminate this
effect, countries all over the world came together. The Organizatidectmomic
Cooperation and Development has succeeded in this task imorethers. It was
OECD who was created such thing as international automatic reyehaf
financial and tax information. With its advent and adoptbmnternational legal
acts for Russian banks as cross-border tax intermediaries, responsible fongollecti
and transmitting the information of participants in tmgchanism, there was a
guestion about the organization of this process. Since theamenhof automatic
exchange of information is young and the process of its formaas only begun
consideration of the relevance of the work of this mechanism &nd i
accompanying regulations is of great value for both individuak®and the
OECD on a global scale.

The object of the study will be commercial banks as cross-border tax
intermediaries for automatic information exchange.

The purpose of this paper is to investigate the mechaniamteshational
automatic exchange of information in order to determine thee sblcommercial
banks in it and improve its effectiveness.

For the purpose of this work is necessary to perform the following tasks:

1 Identify the development stages of the automatic information
exchange regulation system.

2 Examine and compare the mechanisms of FATCA and CRS in order
to reveal their advantages and disadvantages for further improveftiie CRS

mechanism.



3 To develop measures to enforce the obligations of information transfer
within the framework of automatic information exchange.

4 Development of a method for assessing the effectiveness of the effect
of automatic exchange on the effect of erosion of the tax base.

The work consists of an introduction, three chapters and a conclusion.

The first chapter explains what the erosion of the tax base, is desbgibe
the automatic exchange of tax information, as part of BEPS platighited the
stages of development of the international exchange of informatescribes the
mechanism of action of the Law "Foreign Account Tax Compliance &ud'the
mechanism of automatic exchange of information, the role of bamkbese
mechanisms.

The second chapter examines the current state of the automatn@xaf
tax information, considered banking secrecy as an obstacle tmplamentatio
of an automatic exchange, analyzes the impact of sanctions omtehsational
exchange project, an analysis of the feasibility of the project of automahareye
of information, the problem of measuring the extent of the erasfidine tax base
for assessing the effectiveness of the automatic mechanism exclofinge
information, analyzes the costs of banks on the realizatiomaitenance of the
project of automatic exchange of information.

The third chapter provides guidelines and directions for impgo the
process of international exchange of tax information.

In conclusion summarizes the information from the previous chathess
conclusion about the bank's role as a facilitator of crossebotakation of
automatic exchange of tax and financial information providesefjogs and
directions for improving the process of international excharfigax and financial

information.



1 Legal regulation of international exchange of tax and financial
information

1.1 Theinternational exchange of tax and financial information as part
of the plan BEPS

International tax planning in one form or another existedaforost the
entire history of world economic relations. Many nations aadntries in their
desire to get as much profit as possible from increased internatiadal have
created in their territories favorable tax environment for economic activity.

In ancient times, Greeks were particularly successful in this regérdn in
Athens, a two-percent tax on exports and imports has In@auced, visionary
Greek merchants began to bypass the capital side and "spend" rthakictp
through small island near Athens.[1] Thus it appeared itisé prototypes of
modern offshore. On these islands goods imported withoutdangs, and then
smuggled to the Athens markets.

This practice has been followed in the Middle Ages - tax-fréghore
companies were the ltalian city of Trieste and Livorno, as agthe Balkan city
of Sibenik. A little later tax-free territory became Gibraltar and Bangkok.[2][3]

However, the greatest dawn international tax planning reshee in the
20th century. Already in the 1930s, the offshore sector begaakéo shapen
Luxembourg, Switzerland, Panama, the Bahamas and in some US stéteth@4]
second half of the 20th century British banking elite loblmiehtion of a whole
network of "British offshore.” These small quasi-state entitiége -former British
colony, crown dependencies or dependent territory, according to itepbpuery
quickly eclipsed all competitors in the offshore business.

By the beginning of the 21st century, international taxmptem has taken a
huge scale that according to experts from the Internationahn@agion for
Economic Cooperation and Development or OECD the total lasséggh-tax
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countries in the form of under-paid taxes amounted to aB00t250 billion
dollars annually. These data relate only to thedef®m perfectly legitimate tax
planning schemes, which are not formally violate any rules.[4]

Not wanting to put up with the loss of such huge suieseloped countries
agreed to declare such schemes "aggressive tax planning" and begsively
struggle with them.

Now among the tools to combat "aggressive tax planning" is worthgaoti

— The introduction of local laws rules on controlled forempmpanies
(CFC rules)

— Implementations of mechanisms for international automatic exchange
of information on financial accounts for tax purposes

— Establishment of mechanism for automatic exchange of infawmati
on beneficial ownership of companies and trusts, beneficiary.

- Active international promotion "BEPS Plan".

The latter stands for "Base erosion and profit shifting." Theeaidtion
BEPS is mentioned when describing tax planning schemes, appty@rnational
group of companies that artificially derive their income from higieveloped
countries (where they are generated) in countries with low or agetidn. In
other words BEPS considering tax planning strategies that gagps and
inconsistencies of taxation principles for artificial ravent arrived in the area
with low taxes or territory does not charge taxes, which are charactbyized
levels of economic activity or its absence, as a result ofhathie profit tax is not
charged or charged, but in a small amount.

This project was developed within the framework of the OEQih the
active support and high interest of the G20 countré®ig Twenty" as BEPS is
important for developing countries because of their acute dewerah the
corporate profits tax, in particular, the tax paid by multinaticoatpanies.

The essence of the project is the international cooperation irgtiteafjainst

the above-mentioned cross-border tax planning schemes aravdtom a set of
6



recommendations for national authorities and their swlesggmplementation in
national legislation. Thus, the basic idea is not to putagpayers and a radical

change in the principles themselves and the tax system.

ACTION 1 "DIGITAL ECONOMY"

ACTION I "HYERIDS"

ACTION 3 "CFC RULES"

ACTION 4 "INTEREST DEDUCTIONS"

ACTION 5§ "HARMFUL TAX PRACTICE"

ACTION 6 "TREATY ABUSE"

ACTION 7 "PEEMANENT ESTABLISHMENT
STATUS"

ACTION 8-10 "TRANSFER PRICING"

ACTION 11 "BEPS DATA ANALYSIS"

ACTION 11 "DISCLOSURE OS5 AGRESSIVE
TAX PLANNING"

ACTION 13 "TRANSFER PRICING
DOCUMENTATION"

ACTION 14 "DISPUTE RESOLTUTION"

ACTION 15 "MULTILATERAL INSTRUMENT"

Figure 1 -15-point of the plan BEPS



Basics "BEPS Project" was laid in 2012, when the leaders of the Big Twenty
appealed to the OECD experts to develop a plan of action toedbe problems
of the erosion of the tax base and the withdrawal of income tawation. Already
in 2013, the OECD presented its first report on this issdgerposed the "Action
Plan for the erosion of the tax base and the withdrawal of income ds@tdn" or
the abbreviation "BEPS Plan". Under this plan fifteen points, eaevhiwh is a
description of individual tax problems and suggested wayslahgahat need to
implement in domestic legislation and international trediegtsveen them (Figure
1) have been developed[5].

Each item of the Plais detailed explanations of the problems of the erosion
of the tax base and the withdrawal of income from taxation, asasgifropose
solutions to this problem. As noted earlier, these meashmgd provide a tool of
the state, ensuring that the tax is levied on profits witheterritory where the
economic activity is carried out, ensuring profits and create valu¢heAsame
time, and also provides a higher level of accuracy and certainty, thusng the
number of disputes on the application of international tamciples, since it
directed the relevant requirements into a single standard.

Nevertheless, despite the fact that each of the points oftéps & very
important, there are a number of key areas of work, which focusedehgaattof
the OECD and the Big Twenty countries:

(1) Firstly, the exclusion of the so-called "double no taxation". Iremth
words, situations where due to mismatches of tax laws in diffecemtries, does
not fall under the income taxation in any of them. One examplee problem of
"hybrid instruments”, that is of such schemes, which are fitasslifferently for
tax purposes in the various countries.

(2) So let us assume that certain payments are made abroad are
recognized as interest in the country of residence of the payer, and therefore shou

be included in the cost. In this case, it happens that the income in they ajuhe



recipient of income location in accordance with local laws consideregidsrdis,
and therefore falls under the tax exemption applicable to dividends.[5]

As conceived by the authors of the Plan BEPS such situatiantdshe
avoided by a coordinated introduction of unified regulatigogerning taxation in
such a situation, the tax legislation of all countriesceomed, as well as tax
treaties. The solution proposed by the OECD as the corefidl@ss: the payer
should refuse to include payment in expenses if the pays@ot included in the
taxable income of the recipient. Fallback: the country of the retipsfnses to
release income tax payer in the country if the payment is considered to flow.

These rules are embodied in EU legislation. Directive of 20d<l amended
in the directive on parent companies and subsidiaries. Acgptdithese changes,
dividends from a subsidiary in another EU country are exempt tecrmat the
location of the recipient only if they are not to be includedhe cost at the
location of the paying company.

(3) Second, with the exception of situations where the profittigated
not to the jurisdiction where major operations aimed at obtaining this. prof

So intellectual property (a patented invention, a computgram, etc.) can
be created in one country, and then made out to a company thearsmuntry
where taxes are lower. Thereafter, in the form of license fees reviemeesives
low-tax company.

At the same time, in some jurisdictions, tax regimes are spegifaiatied at
attracting such "mobile" (not tied to a particular place) aetisj such as receiving
income from intellectual property. This practice of the OECD said "malitious

The solution proposed plan BEPS is that such prefereng@aintent (e.g.
with regard to intellectual property) may be granted onlyeurcertain conditions.
Namely, the company concerned must have a sufficient connecitbntive
country, which receives a rebate, that is, there is a significanattaties aimed
at obtaining a given income. Do not meet this rule, preferential treasineuld be

abolished or amended.



Following these recommendations, a number of countries have already
abolished or revised some of its tax benefits. So, Luxembanongunced the
cancellation of preferential tax treatment for income from intellectual pyo@ard
Cyprus - a modification of a similar regime with increased requiresmiarterms
of income due to Cyprus.[6]

(4) Third, increase information transparency, contributing to coacie
undesirable patterns from the tax authorities.

Number of items BEPS plan provides for measures to enhance thegexchan
of tax information between countries. Thus, in the framework of inipgothe
requirements for documentation of transfer pricing multinationladg,is a group
of companies operating in different countries will have to submitinedports.[5]

In particular, the home country of its head office, they will apgply so-
called "report by country”, which contains summary informaticsukhe income,
taxes paid, etc. in different countries around the world. As corttdwyethe
authors of the plan, these reports can then be obtaingdeiriramework of
information exchange and other countries in which the nasitinal operates. To
this end, countries should take on certain obligationscaffidentiality of
information, which implies the conclusion of certain internaloagreements.
Such a separate agreement may be concluded in the framework dfety a
existing international agreement, such as the bilateral cooweoi avoidance of
double taxation; a bilateral agreement on the exchange of tax infornfataily,

The most straightforward is as the last option, whidhesconclusion of an
additional agreement on information exchange under the MultilaB=maVention
of 1988. It was such an agreement was signed January 27, 2016.[7]

This agreement is known as the multilateral agreement of th@etent
authorities for the exchange of reports by country (abbreviat€ IGAA). It
should not be confused with the previously mentioned agreectoectrning the

exchange of information on bank accounts (CRS MCAA). Discuagegement
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involves an automatic exchange between the countriehefahnual reports
received at the place of the head office of the transnational corporation is located.

Having received the necessary information from the head office of the
country where the corporation tax authorities at the locatiomnits of the
corporation in other countries will be able to effectively taxdogoorate income,
taking into account the overall picture of its worldwide activities.

For the purpose of this work is given the two unique meciraro$
international exchange of information. Developed by the OECDotabat the
erosion of the tax base and output gains from taxation under autonwitange of
tax and financial information is a common exchange standardthendJnited
States developed earlier information exchange mechanism - FAT@4efore, in
this paper we will focus on the known mechanisms of the interndggohange of
information on how they work, whare the main decision-makers and how this
mechanism can be improved.

For this we consider the historical aspect of the developmenteohational

exchange of information.

1.2 Development of the system of regulation of inter national infor mation

exchange

It is considered a very common opinion that the exchange of tax
information, questions began to appear in the list of glplalems of states only
in recent years the world community. However, in reality ihesapinion of more
than a mistake. Understanding the importance of this kind of mechaoigmsure
compliance with the tax laws of its economic importance and thasequite a
long time. On the other hand, the very notion of financial marketjgamnts in the
world of the limits of banking secrecy, the role of financialiingbons and of the
limits of intervention of other states in this sphere were a féhers, and has

begun to change recently. In fact, back in 2008. When there is aleetshal
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regulation of the international exchange of information deesldpr the most part
of the OECD and EU, no one would even think to declare that,

The starting point for a radical change of the world commuwmnéws on the
financial and tax spheres can be considered exposing the machinations of the Swi:
bank «UBSAG» in 2008, which two years later gave birth te ohthe crucial
mechanisms for the exchange of tax information and the fight against tax evasion -
The Law about "Foreign Account Tax Compliance Act" (FATCA). In thergy
the initiative was taken up by the OECD, developed on tasisbof the
Intergovernmental Agreement Models 1 to FATCA General Accountingd&tes
which is today signed by over 100 countries.

As already noted, the understanding of the importance of tax iafiem
exchange arrangements appeared a long time ago. Documentary ih9é€&rihe
text of the OECD Model Convention was developed in resgdeixes on income
and capital, Article 26, which regulates the issues of infoonakchange on this
day.[8] Its first official version was released in 1977, and tlyezas later, on this
basis has developed the Model Convention of the United Nations[9].

It states that information can be presented only "on régoksie State, and
the spontaneous and automatic exchange is not providhesl.type of tax data
exchange mean that tax information is requested by the compathotity of the
state in the authorized body of the partner State in respecpaiticular taxpayer
(specific operation). This involves exclusively bilateral natur¢hef mechanism,
that is, in fact, "falling out" of it in developing counsijewhich, however, to the
greatest extent suffer from the "capital flight" and, thereforerasted in sharing
information.

In order to overcome the shortcomings of bilateral tax information exchange,
in 1988. OECD Multilateral Convention was developed jgintith the Council of
Europe "On mutual administrative assistance in tax matters'DE3pite its name,
the Convention Article 6, though provides for automatic emghaof information,
but only through the conclusion of additional agreemeata/den the competent

12



authorities. This leads to problems related to the limited exchange of atfonns
only a network of bilateral relations between some states. i@#d914 (after the
events of 2008., As well as the adoption of the US Law "ForAmpount Tax
Compliance Act"), 51 states had signed the Multilateral Ages¢ between the
competent authorities.

Developed by the OECD in 2002 Model Agreement "Concerning the
exchange of information in the tax area", is similar to the M@aivention of
1963 limitations.[11] Despite the fact that the Agreement wasendetailed
instrument devoted exclusively to the exchange of informa@s well as more
suitable for application to offshore companies (as the pmngson the exchange
of information and agreements on avoidance of double taxatihnrespect to
offshore companies are inefficient), some experts called it " sssele This
statement was based on the fact that "on-demand" exchangeeprdordin this
Agreement information is presented to the states high dem&madsbtain the
desired information, you need to know exactly what informaisoneeded and
have proof (not suspicious) of that there is a tax offense. Tieermgnt also did
not contain an automatic exchange of capabilities until 20iénwhe OECD has
developed a Model Protocol to the Agreement on the exchang®ohation. The
agreement can also be a model for bilateral agreements and multilateral instrumen
The latter, however, does not imply a multilateral exchangefofmation in the
truest sense of the word, but rather the basis for the creatiannetwork of
bilateral agreements (i.e. when ratifying multilateral version of gineeanent party
indicates in its relations with some countries it wishesgply its provisions),
which, of course, It should be attributed to the shortcomaighis model. The
agreement can also be a model for bilateral agreements and multilateral instrumen
The latter, however, does not imply a multilateral exchangafofmation in the
truest sense of the word, but rather the basis for the creatiannetwork of
bilateral agreements (i.e. when ratifying multilateral version oatfreement party
indicates in its relations with some countries it wishesply its provisions),
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which, of course, It should be attributed to the shortcomoighis model. The
agreement can also be a model for bilateral agreements and multilateral instrumer
The latter, however, does not imply a multilateral exchangafofmation in the
truest sense of the word, but rather the basis for the creatiannefwork of
bilateral agreements (i.e. when ratifying multilateral version of gineesament party
indicates in its relations with some countries it wishesgply its provisions),
which, of course, It should be attributed to the shortcomingdsirtbdel.

It is also important to note that the initial exchange »fitdormation were
aimed at creating the technical basis for the standards beb&igeriot possible
without fixing, sharing and processing of information, theeiving State. These
guestions were developed at the OECD level, starting with aastheize of paper
in the future by going to the standard magnetic format, andtthetore advanced
standard messaging format using XML language.

In 2003, it was adopted by the EU Council Directive "On taxatiosavings
income in the form of interest payments"”, which was in essemcérgh multi-
program automatic exchange of information[12]. It seems that theesbf the
directive has been chosen by chance, as it involves a lotxddility, rather than
regulation, in fact, does not constitute a possible comproforseoth notes GP
Tolstopyatnenko[13]. Adopted for its implementatiomsi@ds were based on the
STF format developed by the OECD. In addition to taking STF foan#ie EU
level technical requirements in order to guarantee good qoélitpnsmitted data
have been developed. However, multilateral exchange of infamaitthin the
directive was not free from drawbacks: in addition to the obJioutations of the
territorial scope of application (only within the EU).

As previously mentioned, a radical change in the system of atienal
exchange of information were provoked a scandal in connectibrttve exposure
of the activities of the Swiss bank «UBS» of complicity in thasean of US tax
residents from US taxes.[14]

The so-called "Case of the bank UBS» began in 2008 when the United State
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Federal Tax Service (IRS) has initiated an investigation against U&mes
suspected of concealing US laws taxable income to offsham& bBccounts in
UBS.[14] In May 2008, US prosecutors detained and questionet)Bi$e top
managers Martin Liechty and Bradley Birkenfeld. They were accused ofragsist
UBS clients in tax evasion.

In July 2008, the US government ordered to the US Federal @deldrida
has requested the bank UBS data on 19,000 American holders obreffsh
accounts. The request was based on the existence of evidenbeskatustomers
are likely to evade US taxes.

In February 2009, after receiving an emergency authorization froBwvilss
banking supervisory authority FINMA UBS bank issued US name¥0fof the
19,000 customers-US citizens who according to Swiss lawhenAdgreement on
exemption from double taxation concluded between the UnitedesStand
Switzerland have committed tax fraud. UBS bank also paid a fineComil8on
dollars. However, this did not stop, and later, the IRS filedvesuiit to obtain
information on 52,000 clients. This right of access to thetdd States this
information outside the procedures expressly provided for 81&Wwiss agreement
was contested in court UBS Bank.

As a result, interventions both sides of the case was swepand only the
August 12, 2009 the US Government and Switzerland to atfortmation that the
parties have come to a final agreement. In accordance with tieisnagnt, UBS
bank was supposed to reveal the names of 4,450 of itsGbR80customers no
later than August 24, 2010. In turn, the US tax service hadve up civil and
criminal prosecution and return to the regular exchange of informptacedures,
in accordance with the US-Swiss agreement.[14]

This case was one of the first among the plurality of subséggeandals in
which banks were accused of helping their clients in tax evasion.

As the RA Shepenko, namely from the beginning of 2008 theaegehof
tax information, questions began to occupy a significaateplin the international
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political agenda.[15] They are dealt with in such documenth@ Declaration of
the Summit on Financial Markets and the World Economy,OBkelaration on
strengthening the financial system, the statement of the leadeise d'Big
Twenty" in St. Petersburg, etc. The most drastic measures haveakeanrt the
state, which was directly affected by the illegal activities refetwedreign banks
- the US. It is these measures have become a new step towardsleteaimmnge
in the perception of all participants in the global economytagf information
exchange system.

As mentioned earlier, a strong impetus for further developmant t
information exchange mechanisms are changes in U.S. law, whiclghibrou
perception tax information exchange to a new level. It eseflore necessary to
consider this step in more detail. Initially, the US Internal RezeBervice tax
information received outside the US jurisdiction by means ofdoddbgreements
and other agreements with foreign countries (the so-calledetsyst qualified
mediators."

March 18, 2010 adopted the Law "Foreign Account Tax Compliance Act
(included in the four new articles of the Code of Internal Revenue U&)h whkes
a new mechanism to obtain this kind of information, radicallfedght from the
"historical approach".[16] Its aim is to increase tax revenue by ahgaiime
necessary information about the American taxpayers, who could iptiyeevade
US taxes by using foreign bank accounts and / or investments.Fi@eign
Account Tax" for the understanding of the process of exchange anformation
system is important to a more detailed examination of the mischaaf
functioning of the law.

This previously carried out by the purpose of FATCA requiremenits f
foreign financial institutions, as well as some non-finantakign entities to
provide information to the IRS on foreign income and assets of gevgon are
tax resident in the United States. IRS, in turn, compares the rédeifoemation
with the tax declarations of the persons concerned, in twddentify arrears. In
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other words, banks are reporting US taxpayer accounts, and thepastare the
presence of their foreign assets in form 8938. A comparison of these values leads 1
a rather effective identification of tax evasion.

According to the FATCA foreign financial institutions as angral rule
should enter into an agreement with the IRS to collect and tramdormation to
the IRS about accounts owned by US tax residents. If a foreign finarstialtion
enters into an agreement with the IRS, it acquires the status ofti@pading
financial institution.”

Disagreement financial organizations to cooperate with the IRS tfie
refusal to disclose the requested information, etc.) has seriosequeences,
because in addition to the disclosure obligations Law "Boréiccount Tax
Compliance Act" requires foreign financial institutions ttanme a tax equal to 30%
from any "transit fees", implemented by the financial institutio favor of "a
defiant account holder" or in favor of a foreign financial infittu that fails to
comply with requirements of the law "FATCA"[16]

Thus, it is possible the beaten two main situations withholding tax

(1) When she is obliged to withhold tax foreign financiatitutions in
the implementation of her "transit fees" for the benefit of: (a) the dedi@ount
holders; or (b) defiant foreign financial institutions; and

(2) When the hold is made in respect of a foreign financial instityiian
does not fulfill its obligation to provide information, Wwitolding tax, etc.). In this
case, the US tax agent (in which role and other foreign financial institcain act)
holds 30% of the "withholding of payment." Some non-finanfatign entities
are also affected by this sanction if they do not disdlofeemation about persons
holding more than 10% of the capital of the non-financial foreign entity.

At this stage, the most complete understanding of the meaharisaction
of the law is necessary to define the basic concepts.

“Transit fees", from which the deduction is any "withhold payments."
"Withholding Payment”, in turn, means of payment specified orrméatable
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annual or periodic income, the source of which is the United Siatéshe gross
proceeds from the sale or other disposition of the property, wihaghgive rise to
the payment of interest or dividends, which are so FDAP incomesoilnee of
which are USA[16].

"Clean account holder" is the account holder who

(1) is not provided at the request of foreign financial tosbn
information to enable it to determine whether it is the US taxpayer, or

(2) is not provided at the request of foreign financial instturejection
of the law, without which a foreign financial institutiomay not transfer
information into IRS the laws of the state. It should be ndtatithe law requires
foreign financial institutions to close or block the accowftsdefiant owners”,
subject to point two of the above definition. As discussbkdlow,
intergovernmental agreements such claims do not contain.[16]

Tax agent is any person acting in any capacity that monregsives, stores
or pays any "withhold payments." Thus, the person may be a residbéet United
States and foreign residents. Tax agent performs "withheld p#ymeaespect of
a foreign financial institution or non-financial foreign éntmnust, or receive from
this organization form W-8BEN-E, testifies to the fact ihatespect of it does not
apply retention or deduct from the payment of 30% of its value. fdheign
organization must determine its status as a financial or nandial. This
distinction is important because the foreign financial insbitumust meet a wide
range of criteria (relative to the collection, information traission, etc.) to avoid
the withholding tax from payments that it receives. Criteria fon-financial
institutions are also less extensive.[16]

Another important obligation imposed on foreign finanamstitutions, is to
carry out due diligence in order to identify account holders sighs of US tax
resident. Some non-financial institutions are also requiradetatify the US tax

residents holding more than 10% of their capital.
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From the above-described mechanism of functioning of the law, we can
conclude that despite the fact that the law itself FATCA use dne t'tax”,
established by this Law payment by its nature is not a taxakther a fine. Its aim
is to force foreign financial institutions to report information accounts whose
owners have signs US tax resident. Recovery of 30% of revenueputtee f
which is the United States is carried out only in certaie<@seviously described,
not on a continuous basis.

Thus, three main stages can be distinguished, each of whitinfertities
have different obligations in accordance with the Law FATCA. Fitsty are
required to carry out due diligence on the presence among thesoafndt tax
resident accounts. Secondly, they may in certain circumstancesqbeed to
withhold tax, established by the Law "Foreign Account TZompliance Act".
Third, foreign financial institutions must report to the IfR8 information listed in
the Act.[16]

FATCA adoption by the US Congress initially caused widespread alebat
and criticism from foreign governments and the private sector.[17]"Eaneign
Account Tax Compliance Act" was a serious expansion of extraotativalidity
of US law and taxation. Adoption of the law has leddasiderable difficulties for
foreign financial institutions. The main problem was the @alttion of
established US law obligations national law states (eapfidentiality and data
protection). As a result, financial institutions could hébjsct to sanctions
established by the law only because they comply with the laits afountry of
location.

In view voiced by many foreign financial institutions andvgmments
concerns about the protection of information, the US Treasury hadoped
several models on the basis of which the State may enter into agtsenith the
United States, intergovernmental agreements, determining the ordeeaitior
on their territory, the provisions of this Act, to be consiswwith their national
legislation. It is important to note that the intergovernmeagreements usually
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establish a more "gentle" treatment to foreign financial inging, rather than one
that is FATCA prescribed by law (for example, intergovernmental agrédemen
establish less onerous obligations on taxes).

In fact, these agreements are agreements on the exchange of informatio
necessary for the purposes of the Law "Foreign Account Compliante b
already existing agreements on avoidance of double taxation agreseon the
exchange of information between the state of the resident foreigncial
institutions and the United States. In turn, the United Statdsrtake not to levy
the previously mentioned tax of 30%. To date, the US Treasuryevatogded two
main types of such agreements: Model 1 and Model 2[16].

Soon after the move of the American legislator (i.e. the adoption DCRA
and related agreements) against the backdrop of the gloaactial crisis began to
be perceived as a significant political impetus to create aalglabtomatic
exchange of information. Already in 2012 the five largest EU neerstates and
OECD (the United Kingdom, France, Spain, Italy and Germany) entex@arnt
agreement with the United States on the mutual exchange of infonnmaferred
to in FATCA, in accordance with intergovernmental agreements (for ldde
which were concluded between the United States and each of ¢hstdies. In
July, 2012. OECD Secretary-General Angel Gurria expressed his support fo
“collective and multilateral approach, which is based on a model agreement."

It is important that the Model 1 of the intergovernmenggeament contains
an obligation to cooperate with the concerned jurisdictitms, OECD and, if
necessary, with the EU to adapt the provisions of therdovernmental
Agreement "to the general model for the automatic exchange of iatiom
including the development of data transmission standarddaadliligence for
financial institutions." In the future, the number of countries join the
negotiations with the United States has increased.

To understand the fundamental differences existing between these
agreements models, it seems necessary to compare the agreement betw&en the
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Government and the Government of Great Britain 2012 (Compiled Nfodel 1)
and the Agreement between the United States and Switzerland 20thBilgLbby
Model 2.

Before proceeding directly to the obligations established Hey ltaw
"Foreign Account Tax Compliance Act", it is necessary to condn analysis of
the scope of the Law: in other words, to determine the rangebpécts that need
to fulfill these obligations.

This issue is regulated in detail in Annex Il of each careid in this work
of intergovernmental agreements. It contains a list of financsitutions and
products that are exempt from some or all of the obligatiluesto the fact that
they represent a low risk of tax evasion. Compilation of gtadione of the most
difficult tasks for the state, leading the negotiations for ¢beclusion of the
intergovernmental agreement.

The requirements established by the US-UK and the US-Swiss
intergovernmental agreement shall apply to financial irigiig in Switzerland
and the UK, respectively.

Definition of a financial institution is identical in botagreements and is
broad enough to the depository institution, credit instikytinvestment firm or
insurance company.

The financial institution is considered to be British (oispextively, the
Swiss), if it is a "resident of the United Kingdom" ("estal®@igtunder the laws of
Switzerland"). The definition does not include branches of finamecgdnizations
based outside the United Kingdom (Switzerland), and locatethanUnited
Kingdom (Switzerland) branch organization is not a "residenthe United
Kingdom" (not "a Swiss") residency test applicable under the latsedtate (for
example, in the UK it is a test or a test of incorporation @fcéntral management
and control of the organization). Therefore, in intergovernmergeteaents

traced some terminological differences ("a resident") and "established by law.
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As mentioned earlier, some of the organizations covered byl¢fiisition,
are exempt from duty under the intergovernmental agreement. Appénd
intergovernmental agreements lists the two main categorieeareporting to the
IRS financial institutions:

(1) liberated beneficial owners and

(2) recognized by the relevant financial institutions.

To the release of the beneficial owner (for the purposes of Adt&ld of
the Code of Internal Revenue US) include government agencigSettieal Bank
(Bank of England, Swiss National Bank), representatives of inten@tio
organizations, and the British (Swiss) pension funds. Inestspf them are
missing any of the IRS requirements for registration or transferfafmation in
respect of all financial accounts, which they have. Moreover, otheigh
financial institutions are not obliged to provide informatio relation to accounts
whose owners are exempt beneficial owners.

To acknowledge relevant financial institutions (for the psgs of Article
1471 of the Code of Internal Revenue US) both agreements inctud@rofit
organizations and financial institutions with a local costo base. This applies to
organizations that meet a number of criteria, one of which is thetHattthe
owners of 98 percent of the bills in the value of non-EU bewmnstate. US
agreement with Switzerland has some of the features that wilsbesged in the
next section.

Moreover, the US-UK, and the US-Swiss agreement in Annex Il detesmine
the list of accounts and products that do not applyréa@irements of the Law
"Foreign Account Tax Compliance Act" (i.e., they are not considéneshcial
accounts for the purposes of the FATCA Law). These include certaienmetit
accounts or products are endowed with some tax benefits asamuptoducts.
The composition of the latter in the United Kingdom, forregke, includes the

trusts on the child's name, tax-free savings plans, etc.
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Thus, the overall range of subjects who are subject to the reguitewf the
agreement is similar to the UK and Switzerland and storecppeAdix Il to the
agreement.

It follows from the above that meet certain criteria, foreign fongn
institutions are required to perform certain tasks in accordartbethe provisions
of the Law "Foreign Account Tax Compliance Act

The most important for achieving the goal of this law aseixchange
information. Its mechanism is fundamentally different in consideratidims work
of intergovernmental agreements, as will be demonstrated in the next section.

However, there are some similarities. So, the first step for a foreigmcfad
institution is its registration to the IRS. Although fical institutions are the UK
do not conclude agreements directly with the IRS, and act throvegReévenue
Service and the Customs, they must be registered with the IRS. ifarsim
requirement to register is available and in respect of Swiss financial ilestguti

Each dealt with in this work agreements in Appendix | libts obligations
of the respective financial institutions to conduct duéyéilce to identify US
accounts.

Both agreements also allow the financial institution to yapphe
requirements of Annex 1 are not, and orders of the US Treasury, whigbyér,
are more onerous.

Both agreements also no requirement for financial institutionsdose the
accounts of those who refuse to comply with the requirementg &fARCA Law
(as opposed to the provisions "Foreign Account Tax Compliance Adté dav).

Due diligence procedures in the two intergovernmental agreemaants
according to the category of object to be inspected. There were four:

(1) pre-existing accounts of individuals;

(2) new accounts of individuals;

(3) account of preexisting organizations;

(4) new accounts of organizations.
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For some pre-existing accounts, both individuals and orgassatannot
carry out checks and not to provide information, for examplanifindividual
account balance as of December 31, 20XX year did not exceed $ 50,#0Deo
account balance of the organization as at December 31, 20XX yeaawtciaceed
$ 250,000 (in the latter case, the test will only be conducted fre moment
when the balance exceeds 1,000,000 dollars later, even hiatadate did not
exceed $ 250,000).[16]

Obligations to verify the individuals pre-existing acctsumary depending
on the assigned there by the category of low-cost (whose baaneeds $ 50,000
but does not exceed 1,000,000 dollars as of December 31, 20X¥)hocost (the
balance of which exceeds 1,000,000 dollars as of December 31, 20XX).

For a low cost individual accounts of the first procedure setrch for the
electronic records of the financial institution for sign&J& residency (nationality,
address, phone number, etc.). If such signs are absent then adhdbieis made
(until there is a fundamental change of circumstances). If any of the@ywas
found, the account holder is considered to be a resident ofnited\&tates, hence
in relation to the accounts in foreign financial institutiappear obligation to
transfer information.

For high-value accounts of individuals search for electronic recofd
financial organizations is complemented by searching for paperdes@o cases
where the electronic databases do not contain all the informdisted in
paragraph 2. 11.D. 3.Appendix | of the Intergovernmental Agreement).

Audit the accounts of pre-existing procedures of the Gzg#aon in
sufficient detail described in Section IV of Annex | to théergovernmental
agreement, which is transferred to the list of parameters, whichrghaination
must satisfy to its holdings in a financial institutisubject to the requirements by
sharing information.

When you open new accounts for individuals and organizatapen(from
January 1, 2014 inclusive) the financial institution mughioba so-called self-

24



certification: a new customer must fill out a form specifyingitifermation with
which the financial institution will be able to establiwhether it is a tax resident
of the United States.

Thus, financial institutions imposed very onerous ati@ns to identify
amid their entire customer base those potentially beinge@adants of the United
States. Further, based on the number of such persons, the finasitiation to
decide whether it should comply with the provisions of lih& of the United
States or it is economically advantageous to be regarded as "defiardidina
institution”, in respect of which the sanctions (which will becdssed later) can be
applied.

As mentioned earlier, the Law "Foreign Account Tax Complianceé' Act
imposes an obligation on foreign financial institutiomsvithhold tax at the rate of
30% of the "held-payments”, and if they do not fulfill theligations according
to the law, the tax agents (including other foreign financighwizations) will
withhold tax from the "held-payments" in favor of the former (ia.faolfilling the
obligations of financial institutions).[16] Earlier in shpaper two main situations
withholding tax have been identified:

(1) When withholding tax is required to own a foreign company

(2) When the hold is made in respect of a foreign financial instititian
does not fulfill its obligation to provide information, withlding tax, etc.).

The intergovernmental agreements retention mechanism considerably
simplified (and what was the purpose of the conclusion of these agreements). Thu:
the first of these situations, the general rule is eliminakedfibancial institutions
in Switzerland and the United Kingdom is not requiredithhold from payments
to defiant account holders need only provide the IRS requnfedmation about
them. The obligation to withhold tax only arises in the caberg a financial
institution has taken the responsibility to be a qiglifintermediary, foreign
withholding taxes for foreign partnership or a trust holding tax.

If a financial institution has incurred these obligationsniist pass the
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information to the payer that it, in turn, could withhahe ttax established by the
Law "Foreign Account Tax Compliance Act

With regard to the second situation, equally exempt fronhhaiting
financial institutions like the United Kingdom, and Switaad if they are to fulfill
their obligations under the intergovernmental agreement, litbeilconsidered as
fulfilling the requirements " Foreign Account Tax Compliaras » Act and will
not be subjected to these sanctions. Moreover, even if they tdfulfib their
obligations sanctions will not be applied until the IR&s not included this
financial institution in the list of non-participating &incial institutions (which IRS
publishes for the general accessibility). Before the IRS includesdheaipation in
the list, IRS notifies the competent public authority of ttate partner of a
material default by the organization of its obligations.

Both considered the agreement also eliminates the requirement lafrthe
"Foreign Account Tax Compliance Act" on the accounts closirigrtteaccount
holders, if the financial institution informs the informatiopesified in the
intergovernmental agreement.

Thus, when comparing these arrangements Intergovernmental greates
similarity manifests itself in terms of legal obligationsigplement checks. The
greatest number of differences is in terms of the obligationsruhd exchange of
information, due to selected States diametrically opposed appsoachdealing
with the IRS.

As can be seen above them, the UK and Switzerland have choseandif
approaches to dealing with the IRS. United Kingdom, being thecimsitry to
sign an intergovernmental agreement on the implementationT& AArovisions
followed the path of the so-called Model 1. In the framework of ttedat effect
of information transmission mechanism: the legislation of a foreign countryepartn
amends binding partner of a foreign state makes changes thateréopaign
financial institutions to transfer the information necessarythferpurposes of the
Law " Foreign Account Tax Compliance Act " to the competerttaity of their
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state (in UK so is Revenue Service and Customs).

The competent public authority, in turn, transmits this inforomato the IRS
based on existing information-sharing mechanisms (for example Uttied
Kingdom and the United States in 2001 signed the Cororenti the avoidance of
double taxation and prevention of fiscal evasion witlpeesto taxes on income
and capital, references to which are contained in the text acfah&idered real
work of the intergovernmental agreement between the US and the UK). Thus, ther
IS o need to enter into a separate agreement between thadlimastitution and
the IRS, all activity takes place through the mediation of tmei&eRevenue and
Customs.

Due to the fact that financial institutions United Kingdam,accordance
with national law now carry the obligation to transmit aertaformation to the
Revenue and Customs service for the purposes of the Law " Foretgumt Tax

Compliance Act ", the law on data protection (the Law "On Pratecof
Information” in 1988, implementing the provisions of Directive numb#®b5EC
of the European Union "on the protection of individualthwegard to processing
of personal data and on the free movement of such data), they do not break.
The selected model for the United Kingdom implementingptiogisions of
the Law " Foreign Account Tax CompliancetAdmposes a heavy burden on the
State of the partner, which should not only appropriate to gehats own
legislation but also to ensure its observance, and to send thimation to IRS.
Switzerland has chosen Model 2 of the intergovernmental agreement
accordance with it, Switzerland is to provide conditiongstdinancial institutions
have the opportunity to become a "participating financial utgis" by entering
directly from the US Treasury a special agreement, according to whede t
organizations undertake to directly send the reports in the fSReww account
holders and beneficial owners with ties to the UnitedeStdh other words, based
on this model is the mechanism of the Law "Foreign Account Jampliance
Act" and the involvement of government agencies in Switzertandxchange
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information (as a general rule) is not required.

It should be noted that the need for an agreement with the Unaiées S
appeared due to the fact that Swiss law (namely Article 271 (1) dErih@nal
Code of Switzerland) states that "a person who carries out igstigit behalf of a
foreign State without lawful authority” is committing a crimihis provision
would put financial institutions in Switzerland with a aw® violate or Swiss law
and the Law "Foreign Account Tax Compliance Act". Through Ati€ of the
Agreement Swiss financial institutions have received the assuttaaicthey will
not be held liable when transmitting banking information to the IRS.

It follows from the above administrative burden on partwaintry to sign
an intergovernmental agreement on the Model 2 is lower thae jprédsence of an
agreement on a Model 1. However, certain obligations imposed oStadbe a
partner in cases where financial institutions cannot obtanctinsent of the
owners of accounts transfer of their personal information. This anesrh will be
discussed in the next section.

Thus, the main difference in the exchange of information procedure is that
the UK financial institutions transmit it to the RevenBervice and Customs
(which subsequently forwards the information to the IRS), wttie Swiss
financial institutions interact directly with the IRS (subjartagreement with US
Treasury).

From the above mentioned differences in order to provide imafibom
follows another: while the Swiss financial institution must obtain the consent of the
account holder, so that it can send a specific bank informatieatlgito the IRS,
in the UK the consent of the account holder is not required (becthe
information is not transmitted directly to the public auilyoof another country,
and through the mediation of the Service Revenue and Customs UK).

Therefore, in the intergovernmental agreement between the US and
Switzerland is there a mechanism for group requests. As will befssanthe
description of its operation, eventually the result will be tmesas in Model 1
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and Model 2 with the intergovernmental agreement, the only differes the time
when specific account information will be brought to the attention of IRS.

Mechanism multicasting turned on when the account holder refoggge
its consent to the transfer of information directly to the IRShis gituation, the
financial institution cannot fulfill Model 2 its obligaths under the exchange of
information as this would mean a direct violation of Swiss laws on bgrdacrecy
which continues to operate in spite of the existence of apeamnt with the
United States. Therefore, in IRS reported a number of accounts (witb@anal
data) relating to the "not subordinate to the account holders."

Further, by IRS directions multicasting may seek full inforaraton the
"defiant account holders." This possibility is provideg Article 5 of the
agreement with Switzerland, which refers to the provisions of an agreeméme
avoidance of double taxation, which contains more detailed regulation.

IRS sends group requests directly to the Federal Tax Administrafio
Switzerland in accordance with the procedure referred to in Articlef2fe
agreement on the avoidance of double taxation (including #regels made by the
Protocol of 23 September 2009).

Thus, the IRS may eventually get the full information (whiaharficial
institution would be granted to her in the presence of the atbolder's consent),
but with a time delay and with the assistance of the Federal diaxnstration in
Switzerland. Essentially, the result of this two-stage infomnagixchange scheme
similar to that achieved with the direct process of information exchange.

Another feature of the agreement between Britain and the UniatesSs
the nature of the obligations on information exchange: tlee v@rsions of the
model 1 of the intergovernmental agreement the UK chose the first provides for the
mutual exchange of information.

However, the range of information to be transferred to state bodiesSJYSA
government agencies, much narrower than the one that shouidegthe United
Kingdom under the intergovernmental agreement.
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Refusal of Switzerland from requesting information from IRS for tax
resident of Switzerland is due to the peculiarities of the Swvegslation on
banking secrecy.

Summarizing the above, it should be said that the mechanismfi¢hak
and Switzerland have chosen to interact with the IRS and thelnhglfit of
obligations under "Foreign Account Tax Compliance Act" kang diametrically
opposed. Britain has taken the path of an existing schdmexahange of
information through the channels of state bodies, in fact@xpanding the list of
information to be transmitted, while Switzerland has optedherintroduction of
national legislation permits financial institutions to traitsnformation directly to
the IRS.

As mentioned earlier commitments due diligence in both cereidin this
work of the Agreement are essentially almost identical.

However, one of the main differences is that the UK finanastitutions
must meet only the requirements set by the intergovernmental agtgémeetiata
requirements have been incorporated into national legisjationcontrast, the
Swiss financial organizations should meet not only the requiremehtthe
Intergovernmental Agreement, but also the obligations of the agredeviden
the financial institution and the US Treasury.

Thus, in view of the particular for banks Intergovernmental Agreement
Model 1 may be more advantageous.

Another difference of the Agreement with Switzerland on the Agreement
with the UK is that the financial institutions the UK dkd not to apply the
requirements of Annex 1 to the intergovernmental agreement aratdars of the
US Treasury can then change your mind in favor of the former. Swarsg s
financial institutions who chose to follow the orderghad US Treasury during the
due diligence can no longer follow the requirements of Annextietdgreement,
unless the disposition of the US Treasury were not significantly changed.

For convenience, it must be reiterated that previously discussetiheatwo
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main situations withholding tax:

(1) When withholding tax is required to own a foreign financial institution
in the implementation of her "transit fees" for the benefit of: (a) the defiantiaicc
holders; or (b) defiant foreign financial institutions; and

(2) When the hold is made in respect of a foreign financial instit(ioin
does not fulfill its obligation to provide information, whiblding tax, etc.)

Although the first of these situations, the general rule imiedited for
financial organizations of Great Britain, and Switzerland, the exemption for the last
one also depends on the conditions (in addition to the deobligation to
exchange information). This condition occurs in situatihen the IRS sends the
group requests for defiant account holders. Retention is audé fmefore the expiry
in 8 months from the receipt of the request group. If at theoérile relevant
information has not been transferred to the IRS by the Federandean
Administration in Switzerland, the financial institutionlivhave to withhold tax
from payments to these defiant accounts.

The second situation, as mentioned earlier arises when aiéihaustitution
as a result of substantial non-performance of its obligationgdsgnized not
involved. However, the deadline for elimination of significardlations (before
the ISR will make the organization of the list of non-particiggtis different: for
financial institutions the UK it is 18 months in Switzerland niénths.

Thus, the agreement of the Swiss financial institutions dirdobipn US
Treasury impose on these financial organizations greater burden, teeice
exemption from the obligation to retain not only depemasheir own actions but
also on the willingness of public authorities to pass IR&mmation by responding
to the group request. Because of these features for the statesemapré
appropriate to conclude an intergovernmental agreement on Models 1.

To ensure the execution of financial institutions of thabligations UK
public authorities apply national legislation (incluglisanctions for violations) in
relation to financial institutions that IRS has identifiesl @ significant way to
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fulfill its obligations. If, after 18 months, a significant fa#uto fulfill obligations
has not been eliminated by the IRS can place a financiautnsti in the list of
non-participating. For a financial institution, this medmet some of the payments
in its favor other participating financial institutions tax will beuged.

For Switzerland, the basic function of control over the implememtaif
bank obligations imposed on thems carried out IRS. IRS informs the Swiss
Federal Tax Administration in the event that the bank dodssuabstantially
comply with the requirements of the Agreement with the IRS. There v&dprba
shorter period for the elimination of a significant default (12 tme) after which
the IRS can put the bank in a list of non-participating.

It is also important to note that foreign banks have enteredamagreement
with the US Treasury hereby consent to the jurisdiction of US cauithe event
of a dispute, as applicable to the agreement, the right is thieofighe United
States. British same banks do not enter into agreements diretttlth@ilRS and a
need to comply with national legislation (which as merad above has been
changed), so they remain in the jurisdiction of the UK courts.

Thus, in the presence of an intergovernmental agreement on Mbdels
obligation to ensure fulfillment of the obligations impodwed banks in the first
place in the State where they are. In this connection, this optaynb@& more
beneficial to banks, as they interact with their own nationticaities. For the
partner countries, this model also offers greater transparendheupassibility of
control over the implementation by banks of the provisidnissabligations. On
the other hand, the implementation of Model 1 may be costlynetmative and
budgetary resources.

In conclusion, it is important to note that this Model df an
intergovernmental agreement to FATCA because of its advantagesomeent
previously was the basis for further development in the direabib greater
exchange of tax information to the multilateral format.

While FATCA and was received very aggressively by the internationa
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community, after the state realized the advantages of such a nszcHan the
exchange of tax information. Some States have publishedasiBAT CA national
legislation (e.g., the United Kingdom, the Russian FedenatiQver time,
increased awareness that the multilateral framework is the maifeegust order
to minimize the financial and administrative costs. At #iege, to promote this
idea took the momentum from the "Group of Twenty."

And the so-called impulse on the part of the Group of Twentyyreal
happened. Realizing the importance and necessity of the interfetatecéeaders
"Big Twenty" at the VII Summit expressed support for the activitieshe
Organization for Economic Cooperation and Development (OBERENe field of
prevention of erosion of the tax base and deriving profits fronder
nalogooblozheniyal9 June 2012 adopting the Final Declarasowell as directly
approved the report which OECD provided a "Group of twenty", whedrs the
heading "[18] Automatic exchange of information: what it ®w it works,
benefits, what else should be done." Last summarized the main featuaes
effective model for the automatic exchange. Among the main sufaesss of
effective automatic exchange report listed the following:

(1) The general agreement on the scope of reporting, informatiomghari
and related due diligence procedures. To restrict the abilifgxpayers to bypass
model of information exchange by moving assets in an argoin or investing in
facilities that are not covered by the model, the information tamsbde should
be broad and include three dimensions: scope of most of rémsniitted
information (relative to interest, dividends and other similpesyof income, also
taking into account situations where the taxpayer hides capitaspect of which
tax has not been paid (for example, through informationhenatcount balance
inquiries)); the number of account holders, subject to the nesgant to provide
information (not only physical, but also legal entitidse bbligation of financial

institutions to look through the "empty" companies, trusts.); the number of
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financial institutions subject to the transmission obinfation requirements (not
only banks, but also brokers,

(2) Legal basis and confidentiality. The standardized model of multilateral
automatic exchange requires a legal basis for the establishohenational
legislation the obligations of reporting and for furtlechange of information.
Automatic exchange of information can be based on variousrexistechanisms,
including bilateral agreements, incorporates Article 26 of th€@B®odel Tax
Convention and the Convention on Mutual Administratéssistance in tax
matters.

All information exchange mechanisms include strict requiremerits
confidentiality of transmitted information, and limit thengg of persons to whom
it is available, as well as set goals of its use. OECD Gnefewas released on
Privacy "Keeping security”, which sets out best practice in gsigact. The OECD
emphasizes that prior to the agreement on the automatiareelof information,
the conclusion of the state should provide the legal frameaad administrative
capacity to ensure the confidentiality of information.

(3) General technical solutions. The development of the generalicath
solutions for information exchange is the most importafgment of the
standardized multi-exchange system. Standardization will reducelmests for
countries and financial institutions to its implementatigirstly, it concerns the
technical information transfer formats. Secondly safe and compatibke dat
transmission encryption techniques must be developed.

In fact the OECD report concluded the practice is gaining presalehuse
of automatic information exchange as an effective means of combating ta
evasion. The impetus for its appearance, as previously mentaedS FATCA
law for the implementation of which a large number of statese haade
commitments to fulfill its position on the basis of intergovernmermaements on

the Model 1. It shows that the state saw in this appras¢he most effective

34



mechanism for combating the abuse, which also it allows you tmeetbsts for
both countries, as well as for financial institutions.

"Group of Twenty" has shown an increased interest in devel@igigbal
standard system of automatic exchange of information, anddifedmal request
in September 2013 OECD to develop a common reporting standatdling
technical conditions necessary for the conduct of the fighhsigex evasion. It
should be clarified that the OECD activities continued throughlbthese periods,
however, the activities of the "Group of Twenty" allocated as araép period,
since they have become an important impetus for the further iintatien of
activities of the OECD in this area and served as an impgsiihar without which
is probably the work of the OECD on this direction would not have conducted such
an active (due to uncertainty about whether it will receive a respam®ng the
nations of the world).

In response to a request from the "Group of Twenty" by February 2@&L4. th
OECD agreement was reached on the text of the General Standard RgASitin
In May, followed by the Declaration of 47 countries (inclgdd® OECD member
state) in which they have previously agreed to implement thiglard. July 15,
2014 the final version of the CRS including comments and Xddheme was
approved by the Council of the OECD, and the "Group of Twenty"caagrmed
in September 2014.[19] The standard requires the jurisdiofidhat they receive
the information from the financial institutions in their twry, and to
automatically exchange this information with other jurisdicd on an annual
basis. The standard sets out the types of account informatlmas éxchanged, the
types of financial institutions that smulject to the requirement of submission of
reports,

Since the beginning of the development of CRS OECD Global Forum o
transparency and information exchange in tax sphere has ohitteéeprocess of
engaging its members. In December 2014 the EU adopted the tbet $fandard
was through amendments to the Directive on administrative cooperation.
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Both OECD and the Global Forum are playing an active role irriegsiine
CRS timely and uniform implementation throughout the world. Perntignen
organized a series of seminars for government officials in theecofir2015 and
has been providing technical assistance in the implementatistandards in a
large number of jurisdictions.

In addition, in the August 7, 2015 the OECD published these reports in
order to assist States and financial institutions in the application of gi@malards
for automatic exchange of information: Model Protocol to theeAgrent on
exchange of information[20], based on which the state can exparekchange of
financial information (by the introduction of automatic or spoetars exchange);
Updating the program of voluntary disclosure of offshore edimat giving
unscrupulous taxpayers opportunity to voluntarily reportttoe use of offshore
schemes prior to the global application of the automatichamge of
information[21], and (perhaps most importantly) "Guidelines enagbplication of
the general accounting standards and automated informatidrarge’ (the
Guide) which is a guide to the practice of CRS for both goverrsmamd for
government agencies and financial institutions[22]. ktludes a comparative
analysis of the CRS and FATCA, as well as a regularly updisteoff frequently
asked questions. Figure 2 shows a diagram of an automatic e&cludng

information in accordance with the Standard.
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Figure 2 - Scheme of automatic information exchange mechanism
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The bottom line is that financial institutions reportommhation to the tax
authorities of the State in which they are located. The infoomaticludes details
of financial assets that these financial institutions hoahdbehalf of taxpayers who
are resident in jurisdictions with which the tax authasitief that State shall
exchange information. In turn, the direct exchange is carried diedevel of the
tax authorities. This is consistent with the approactptadbin the framework of
Model 1 intergovernmental agreements pursuant to FATCA requirements.

This process requires the rules on the collection and repoftinfprmation
by financial institutions; technical and administrative capadid obtain
information and sharing; legal instruments comprising amaxge of information
between jurisdictions; as well as measures to guarantee theshigfandards of
privacy and data protection.

Standard automatic exchange of information consists of thewifalp
elements[22]:

1 Total Reporting Standards, which contains requirements fandial
institutions to conduct due diligence for the acquisiteomd transmission of
information;

2 Model Agreement by the competent authority that binds CRS hgth t
legal basis for the exchange of information, identifyingolinfation to be
exchanged;

3 Comments which illustrate and interpret the CBRS

4 Guide technical solutions including XML schema to be used for
exchanging information and standards regarding data conétigntdata transfer
and encryption.

On the application of the Standard Guide has the following staictu

1 The first part provides an overview of the steps that shoukdksan
by States to implement the standard: translation with thertregpaequirements

and due diligence and national legislation; the choiceeghll basis for the

37



automatic exchange of information; creation of the necessary atiraiivie and
technical infrastructure; data protection.

2 The second part contains a more detailed discussion of thdada
of Chapter 6 is devoted to the use of CRS to trusts.

3 The third part includes analysis of the differences between
government FATCA agreements and standards, and establishes whetGtatds
can adopt a unified approach to both reporting systems.

4 Appendix 1 contains the answers to frequently asked iquest
regarding the use of CRS received from business and the delegates from the state

The guide contains information about the rules of this Standadd
describes the steps required to implement the Common Accounting Standards.

The first step is to translate the requirements for reportidgdag diligence
in national legislation

Standard enumerates a set of detailed rules on the condua dfligene
and reporting to be followed by financial institutiomsdnsure uniformity in the
amount and quality of information exchanged. These rules aedcalted
"Common Reporting Standards"” or CRS. For its implementation irge faimber
of jurisdictions need to make changes to the legislatioa.ifiplementation of the
requirements of the intergovernmental agreements on FATCA can be held
simultaneously with the introduction of additional rights stadsd.

Of interest is the fact that the standard provides optiaparoaches to
enable States to choose the most appropriate. Most of tloespletentary
approaches (in particular options from 5 to 14) provide greaterbiliexifor
financial institutions and allow them to reduce the codtsmaking these
approaches are attractive for states.

The second step concerns the choice of the legal basisefautomatic
exchange of information.

In accordance with standard legal basis for the automatic megehaf
information include:
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1 Agreement on avoidance of double taxation which contain aathnd
article 26 of the OECD Model.

2 Multilateral OECD Convention "On mutual administrative assistance
in tax matters", Article 6 of which expressly provides for théiomal use of
automatic exchange of information.

3 Agreement on the exchange of tax information, which provide &or th
automatic exchange. It is important that the OECD Model Agreement H®n t
exchange of information in the tax area" does not indicate tamatic exchange,
so there should be special provision for its use, for exanypladorporating the
wording of Article 5A of the OECD Model Protocol. Another examethe
regional instruments such as the EU Directive on the auimreathange of
information.

In addition to the legal basis for the exchange of informadg®m@ separate
agreement between the competent authorities setting outethdsdas to what
information when and how will be exchanged. The standardicanthree types of
model agreements competent authorities, each of which is sut@hdifferent
kind of circumstances (on a reciprocal basis or in the absence thdreof, t
multilateral or bilateral obligations, etc.)

The development of one of the models CAA October 29, 2014, 51 States hac
signed a multilateral CAA. MCAA is open for signature by the ne&ates, and
therefore the number of States signatories at the time of Ma@1i&y.dostiglo 82.
Among them are listed, including the Republic of Seychelles,gAatiand
Barbuda, British Virgin Islands, Cyprus, Switzerland (legislatmm banking
secrecy often criticized), and more recently and the Russian Federat®evéht
was expected, since more of the text of the letter of the Mini§tFfynance of 28
December 2015. it was possible to draw a conclusion thatdiascession to the
Multilateral Agreement is still planned, in connection witthich "Russian
Ministry of Finance in conjunction with concerned agencieslvalbdeveloped and
made the necessary changes to the legislation."
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MCAA has been concluded in accordance with Article 6 of the Mtetal
OECD "On mutual administrative assistance in tax matters" andfoher the
Convention provides the most efficient way to a broad exgdarh information.
MCAA is a framework agreement and cannot be used until not irgeddelevant
national legislation and does not satisfy the requirements ragatdta protection
and privacy. Exchange of information begins between the two cousigestories
of MCAA, as soon as they submit a subsequent notificatiorsaldsire to start
sharing with each other.

The third point is the creation of the necessary adminitratnd technical
infrastructure, as tax administrators need both technical addinistrative
capabilities to properly manage the information (as whenréadsived and sent).
Conventionally, four main areas can be distinguished in which necessary to
take appropriate measures.

First of all it is worth noting the collection and transmiasad information.
In other words, the first element of technical and administrativasinucture is to
feed the financial reporting agencies in tax administratiRaerticular attention
should be paid to the deadline for submission of reports bydialanstitutions (in
accordance with the MCAA it should be in the interval betweeretite of the
cdendar year and the end of September of the following year). Stateslsuill
have to determine the format of the reporting by financialtuigins. While the
standard does not specify a format for reporting on the part of financial insstutio
it is reasonable for the state to use format, sets the stiafadathe exchange of
information (i.e., in accordance with the CRS Scheme) to eliminatecassary
work for the tax administration reformat information for itgtaility to the
international exchange. It is likely that the issue wdldecided after consultation
with financial institutions, including taking into aceduhe maximum efficiency
and the universal application of this format to other repgrtequirements (both
national and international). For example, CRS circuit diagram FATCialy
identical in terms of structure and content, application XMlglege. It should
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also be a procedure posts by financial institutions of infoomafor example,
through the government portal, which will require the creatibsafe channels
through encryption and / or physical protection measures.

The following areas may be designated to obtain informatiorfuidher
departure. It is important to understand that before the t&wdtigs will get data
from financial institutions should be ensured safe informasitorage. Ideally,
security management should be in accordance with the standdrelst giractices,
such as the latest ISO27000 series of standards of information security

Another important aspect is the self administration of inédiom. Interest
received from financial institutions data should be processedsiibsequent
transmission (compilation of all received reports and sothiegn according to the
state, which carried an automatic exchange). Information should beosédre
State before the end of September of the year following the calendainyear
respect of which served reporting. To ensure uniformity and predigté&tandard
specifies the transmission format information (circuit CRS, Gik8rmea), which is
substantially identical to the scheme used for the exchange of informali@AFA

The standard establishes only minimum requirements forrémsnission
and encryption and does not prescribe a unique variant. Theré®itate must in
each case reach agreement on effective transmission and encrygti@mdsnfor
secure information exchange. To this end, they have availabRcesti amount
of time since the first exchanges of information in accordande tive provisions
of the Standard will begin only in 2017. It should be ndted the VCAA signed
by a large number of jurisdictions includes a commitment teldpvone or more
communication techniques including encryption standardsrderoto increase
standardization and reduce complexity and costs.

And finally, last but not least, it is important to obtamformation. Of
course, the step of obtaining information of other state finaongjanization must
be provided with data security measures similar to those mentioned [gtgviou

The fourth and perhaps one of the most important steps ihgtiteof it
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international automatic exchange and related to him thegadliticidents is data
protection.

The confidentiality of information about a taxpayer in the &4ath devoted
a lot of positions, as it is a cornerstone in the process diaage of tax
information and refers to the three previously mentioned requitsméne legal
basis is how national legislation and selected internatilmgal instrument. It is
essential that they have been established for the purpose fhr Mvis possible to
use the information and sanctions for unlawful disclosure. ThHeveld also be
procedures regarding personnel (e.g., background checks andgyaidata
protection, conducting regular risk assessments. The CAA hast@pasicording
to which the party in violation of the obligations of thearantee of security of
information, the use of CAA in relations between States tha dady be
suspended.

An equally important aspect of the implementation of tlemdésal Standard
Reporting requirements can be considered and the verification ofianogwith
its rules. As previously mentioned financial institutigresform checking accounts
using established criteria to identify those informationcllghould be reported to
the tax authorities of a foreign state. CRS establishes extemsies for
determining which financial institutions have to carry diese tests, which
accounts they should be subjected to any account informatiotddb®uweported,

etc.

1.3 Therole of banks in the international exchange of tax and financial

infor mation

May 12, 2016 at the OECD Forum on Tax Administration in Bgiff TS of
Russia signed a multilateral agreement of the competent awhoofi the
auomatic exchange of information on financial accounts. The firdt sMchange

in Russia is scheduled for September 2018. This measure haprbe®led "The
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main directions of the tax policy of the Russian Federation fd6 2énd the
planning period of 2017 and 2018".[23]

What does this mean for Russian taxpayers, as well as for nonatesid®
have accounts in Russia? What information and to what exi#ridensubject to
automatic exchange? Who, how and with whom to share tlmsnation? These
guestions can be found sufficient number of different art@hesa discussion on
the Internet.[24] However, most of the data sources are consideenmpact of
the introduction of the project is the international exchasfgaformation in the
context of bank account holders, forgetting one of the magsbrtant participants
in this exchange - Banking.

First of all, we should understand that it is the bankstiasesponsibility
for the collection of information and its subsequent trankfethe Federal Pa
Service. This project is entirely new and the practice of, respecthe@lyAnd no
courts on violation of or explanations on how to actaimy given situation.
However, in this difficult situation, uncertainty, banks havadt now, because the
regulator is introducing changes in legislation now, #edreality is that the banks
really have no idea of the whole mechanism of action. In this casecémey
already be fined and deprived of the license after the relegpgaements on the
exchange have already been concluded and entered into force.

It is worth noting that the very surface of data transmissioanseldoes not
raise particular issues. As part of an automatic exchange of the cotr{psteaily
- tax) authorities participating jurisdictions Wil

— receive from financial institutions of the country information ba t
accounts of individuals and legal entities - residents adratbuntries - MCAA
members;

— annually transmit this information to the competent autlesriof

these countries;
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— to receive from the competent authorities of other countries -
participants of MCAA information about the physical and lggakons' accounts -
residents of the country. Figure 3 shows a chain of data transmission.

The exchange of information will take place between the competent
authorities of the member countries of MCAA (received by them from the
"accountable financial institutions” in their countries) each yesaan automatic

basis in a standardized electronic format.

TAX AUTHORITY OF

TAX AUTHORITY THE COUNTRY OF
CLIENT = BANK = OF THE =  RESIDENCE OF THE

COUNTRY OF CLIENT OR

THE BANK BENEFICIARY

Figure 3 - Bank Place in the process of exchange of information

"Accountability of financial institutions" are any financiahstitution's
jurisdiction participating in automatic exchange (in thet foiace - the banks, but
also brokers, depositories, insurance and other companies.Yhevigxception of
government agencies, international organizations, central bankéc pension
funds and other legal entities, having a low risk of being sethe purpose of
tax evasion.

However, banks should pay attention primarily on the differefroes the
automatic exchange of information exchange upon request, informtaab was
previously used extensively and had a number of gaps thlak ke advantage of
the bank to protect information about their clients underathgpices of bank
secrecy. The following table briefly summarizes the main exchangedquest
Convention approved in 1988 year differences and automatic eyehah
information (CRS)L0|[ 19].

Table 1 - Differences between Convention of international exchange of infonmatio

approved 1988 year and the Automatic exchange of information (CRS)

| Categories | Exchange on request | Automatic exchange (CRS) |
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(1988 Convention as
amended. 2010 Protocol of tf
year)

Between the competent

At the request of one State tg authorities of the transmitted
another State provides the | data is not about individuals,
required information on the | and amounts of information ©
individual (concrete) entities | non-residents, serves financi
and operations. institutions, exchange of the
participating countries.

The volume of information
transmitted

Information to be exchanged
in the framework of the
Convention - is "any
information that is presumed
to be important for the
administration and
enforcement of legislation in
relation to the taxes to which
the Convention shall apply
(paragraph 1 of Article 4).

Closed list of data to be
exchanged is defined in
section 1 of the Standard CR
and is only limited data on
non-resident accounts at the
disposal of the banks
participating jurisdictions.

categories of information

Information is transmitted
The information is transmitte( automatically in a

in writing in response to a standardized electronic forma
query, once a year (following the
reporting year)

Format and frequency of
exchange

The exchange of information for a particular calendar year onlyhen
condition can be made between the competent authorities of thdriesu
concerned, if:

— entered into force for MCAA these bodies;

— in their countries, and there is domestic legislation requinraqcial
institutions to report and accountable for such calendar yetireimmount and
manner prescribed by the Uniform Reporting Standard (CRS).

By signing the MCAA each state determines the month and year sfaitte
of the exchange of information. The exchange must be made Withionths after
the end of the calendar year for which information is available.

The information to be automatically exchanged includes (f 2 v 2 MCAA.):

— for individuals: name, address, tax identification number, ofabeérth

- in respect of each account holder;
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- for legal entities: name, address, tax identification numider each
legal person - account holder; as well as the name, address, takcmtent
number, date of birth - against individuals identified ag p& due diligence
procedures as "controlling persons” of this legal entity;

— account number (or similar in function to the equivalent);

— The name and identification number of the bank's accountability;

— on account of the end of the calendar year the balance of fund$ (and
the account was closed this year - at the time of closing of the account);[26]

Account of the depot:

(1) The total amount of interest, dividends or other income received i
respect of assets invested in such account for a calendar year or other period;

(2) the total received on account of proceeds from the sale or redemp
of assets in respect of which the financial institution antable to the depositary,
broker, agent or nominee holder of the account holder;

on deposit accounts - the total amount of interest receivedaunt of the
calendar year or other period,

for any other accounts other than those listed in subparageaphs total
sum received by the account holder for the calendar year or other period.

The exchange will be subject to information as a newly openediatsco
(from a certain date), as well as on existing accounts (already opersedertain
date). These dates are also indicated by each state in the atineXMGAA they
sign.

Banks transmit information about the accountable accounts tdathe
authorities of the country in the calendar year following the yeawhich the
information relates.

Before the start of the automatic exchange of all banks (and other
accountability of financial institutions) of the participatioguntries MCAA will
have to implement special procedures due diligence with respesidting and

newly opened accounts of their customers (both individualdeggal entities) in
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order to "categorize" them for the purposes of the subsequentod#ite tax
authorities and to make up for this missing information.

This information will be identified by banks in the firskape, based on
existing information about them on the client, the resultingkbdata received
AML / KYC procedures (KYC); and secondly, on the basis obnmiation
provided by the client separately claimed.

Immediately, we note that, in speaking of the account holdeeswbrd
"entity” standard realizes not only the legal persons (corporatiomsaldo other
education, including partnerships, trusts and foundations.

CRS standard outputs from under the automatic exchange of current
accounts of legal entities, the aggregate balance of the does netl d48e$
250,000 as of December 31 of the respective year. That is, idermificat
verification and transmission of information concerning sawtounts will not be
performed.

accountability accountdhat is, the account of which information is to be
transmitted, - it accounts held by playing:

one or more "accountable person”, that is, natural or legal persodentes
of jurisdictions participating in automatic exchange; or

"Passive non-financial organization" (the "passive NFQO"), one or more of
the controlling entity which is a resident of a participatingsgliction.

The rules for determining tax residency adopted in each of thieipating
countries MCAA, can be found on the website of the OECD automatic exchange ir
the section "Rules governing tax residence".

In this aspect, it is worth noting what the organizatiotacive" and some
"passive" for the exchange of information.

"Passive NFO- a non-financial organization, it is not "active".

"Active NFO' -This non-financial organization, which is a passive meo
for the previous calendar year was less than 50%, and the aofoasdets that
generate passive income or intended for their preparation, méue same period
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of less than 50%.

In addition, the standard provides a number of other features, eaglofan
which will also allow the organization to include "active NFO", inipafar:

- shares NFO regularly traded on organized securities markets;

— NFO is a government or an international organization, devdrk, or
organization, which is fully owned by any of the above organizations;

— holding NFO (under certain conditions);

— NFO until conducts activities and has no history of doing busibess
invests in assets with the intention of having non-finaragtvities;

— NFO is in the process of liquidation or reorganizatiorhvatview to
the continuation or resumption of non-financial activities;

— NFO is financing or hedging transactions with related nomfira
organizations, and does not provide financial services to others;

— NFO is a non-profit organization (corresponding to a number o
features).

Meaning of "passive income" should be determined on the basiseof t
legislation of each participating jurisdiction. According ttee commentary to
section VIII Standard CRS (. P 126), under passive income generdiystmod
part of the total yield, comprising:

— dividends;

— interest;

— income comparable to interest;

— rents and royalties;

— annuities;

excess of income over losses from the sale or exchange of finagsédb
that generate passive income,

- excess of income over losses from any transactions in finansetbas

(including futures, forwards, options and similar transactions);
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- excess of income over losses from foreign currency transactions;

- net income from "swap" transactions;

— amounts received under contracts of life insurance.

So, the bank must implement the following due diligence procediueeshe
collection or updating of information about the client):

At first, determine whether the organization is accountable pef&othis
end, the bank verifies the available information collectedhe framework of
AML/KYC procedures, to determine the tax residency of the account holder.

If, according to the available information the holder of the accmutdax
resident in a participating jurisdiction, then the account & considered as
"accountable" (that is, information about it the bank will dvdg pass the tax
authority of the country), unless the account holder did eokade that he is not
accountable to the face, or it will not set the bank on the ba#lie information at
its disposal, either from public sources.

Secondly, determine whether the organization is a "passive NFO'bnéth
or more controlling entity being accountable entities. To do this:

1 Determine whether the account holder passive NFE. Bank questioned
client to establish his status (except in cases where thehasninformation that
could make a reasonable conclusion that the account holder is an actiyje NFO

2 Determine the account holder of the controlling persons. Tcetids
the bank relies on the information received earlier in the AML / KYC procedures;

3 Determine whether the controlling person "accountable." Here, the
bank also relies on information received earlier in the AML / KYC proces] if
the rest of the aggregate current account passive NFO doesxcesd US $
1000000; or specifically questioned account holder or coimgoperson in order
to determine jurisdiction in which such controlling person exar¢sident.

Speaking of "control person”, Standard CRS refers to the interpret#tio
the term "beneficial owner", which is given in the RecommendatibtisedFATF

(Financial Action to combat money-laundering). According to him, ieneficial
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owner - a natural person (s) who ultimately owns or congraent of his, and /
or the natural person on whose behalf a transaction is being conducted.

As a result, if any of the supervisors passive NFO is "accodenpedoson”,
then the exchange will be subject to not only the informadiloout the client's
account, but also about controlling it (the client) face.

To determine the membership of a bank customer's participating
jurisdictions based on the information available to it de#stax residency of the
client.

The standard divides the existing accounts of individuals to:

— "Account with a low cost," the aggregate balance on which &4 at
December of the reporting year does not exceed US $ 1,000,000; and

— "Account of high value,” the aggregate balance on exceeding US $
1000000 as at 31 December of the reporting year, or by 31 Decefrdier pear
thereafter. Gathering information about this category of accounts, (and
correspondingly, the exchange of information on them) will be choig on a
priority basis.

It is important to note that the automatic exchange ofrimédion will be
subject to all the individual accounts in the banks of #iéigypating countries, as
standard does not prescribe for such accounts a threshold bataocats not
exceeding the expense of which would be pissed out of automatic exchange.

Special attention should be paid to the terms due diligencéhéo"first
stage" of the participating countries.

First of all, countries, banks embarking on automatic exchang817 (for
example, Cyprus, Latvia, Estonia), should:

to exercise due diligence for the purpose of exchange (in parti¢alar
establish a tax customer residency, active / passive nature lefgtieentity, and
others.) for new clients (individuals and legal entities - Hamk's country
residents) before establishing with them a business relagpnsince January 1,
2016 .;
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complete due diligence of existing customers - individ@aén-residents
bank in the country), the balance of accounts which exceed1J#8,000, - until
31 December 2016;

complete due diligence of all existing clients (individuahd legal entities -
non-residents’ bank in the country) - up to December 31, 2017

Banks of the countries embarking on the automatic exchange & (&1
example, Russia, Switzerland, Austria), will be required to:

to exercise due diligence for the purpose of exchange (in parti¢alar
establish tax residency, active / passive nature of the legial, end others.) for
new clients (individuals and legal entities - non-residdydsk in the country) -
from 1 January 2017 ;

complete due diligence of existing customers - individuat{residents'
bank in the country), the balance of accounts which exceed1J#@,000, - until
31 December 2017 ;

complete due diligence of all existing clients (individuahd legal entities -
non-residents' bank in the country) - up to December 31, 2018

So, in order sent to an automatic exchange of information:

— about individuals (account holders) who are residents of jatisds
participating in the MCAA, - the tax authorities of the jurisdiatio

- legal entities (account holders) who are both active and passiv-
financial organizations - the tax authorities of the counfryesidence of these
entities are (if this country is involved in the MCAA);

- about controlling persons (beneficial owners) passive NFO (atcoun
holders) if the supervisors are residents of countries partrajper the MCAA, -
the tax authorities of the country of residence of thosetrolling persons.
Generalized information presented in Table 2.

Example 1.A company registered in the British Virgin Islands & bank
account in Cyprus. Both jurisdictions are involved in the MCAA laagin sharing

in 2017. In this case, the Cypriot bank sends the Cyprus tharaytinformation
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about the company account (account holder), followed by Cyprus tarriy

sends the information to the authorized body BVI. If a compampot a "passive

NFO" beneficiaries - residents of jurisdictions participatingthe MCAA, the

process ends.

Table 2 - The information transmitted in the framework of the aaticrexchange

of information

The account holder in th
country's banks participating

the MCAA

What information is passe
to the tax authority of thi
country of the bank

In some jurisdictions, th
tax authority of the countr
of the bank send
information

Individual (Resident participatin
jurisdiction)

On account of the physic;
person

In the jurisdiction of which
is a tax resident of a give
individual

"Active" company (Resider] About the company accoul The jurisdiction of the ta
participating jurisdiction) residence of the Company
"Passive” company (Reside

participating jurisdiction) withou
beneficiaries - resident
participating jurisdictions

"Passive" company (Reside
participating jurisdiction)  with
beneficiaries - resident
participating jurisdictions

About the company accoul The jurisdiction of the ta
residence of the Company
The jurisdiction of the ta
residence of the benefici

owner

1) On account of thi
company;
2) About the beneficiary

owner of the company

Example 2If there is the same situation (See Example 1), but the bank has
classified the company as a "passive NFO" and found thdtensficiary is a
natural person - resident involved in the MCAA jurisdictifor, example, Russia.
In this case, the Cypriot bank transfers Cyprusataborities’ information not only
about the company - the holder of the account, but also iefib@ny. The tax
authority, in turn, sends a BVI company data account, and in Rugma (
jurisdiction of tax residence of the beneficiary) - the datatten company's
account, as well as information about its beneficiary (takingantmunt that with
regard to Russia, it will only be possible since September 2018).

Auto Exchange is not total and comprehensive transmisgionformation
"everything and everyone." The volume of information to be exgd@dnstrictly
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defined standard CRS and limited variety of "filters":

- Have engaged in exchange of the country, and there are coumdties t
have not yet taken upon itself such obligations;

— Participating countries to enter into practical phase of tiohasmge
are not at the same time;

— Information to be transmitted is limited to only that imf@tion held
by banks (or other financial institutions, leading customer accounfsrmation
held by other entities (. For example, the registration authoafidsgal entities,
notaries, tax authorities are outside the scope of the framdwaotke automatic
exchange of financial intelligence agencies, law enforcement, etmyler the
automatic exchange does not fall;

— For legal entities accounts set strap 250 000 US dollarse Hdcount
balance is below this threshold, the information on this account isiinecs to the
exchange,;

— Collection (actualization) and the transfer is not subjectany
information, but only the setting of standards CRS closédnlisrmation about
accounts, customers and controlling persons;

— Data on the controlling persons (beneficiaries) are not tréesirby
all accounts, but only in those whose owners are so-cgiaskive” companies
whose beneficiaries are residents of the countries participatitigei exchange.
Such a "categorization” for the purposes of the exchange will bedamt by
banks through standard AML / KYC procedures adjustedgméw requirements
and additional CRS survey of customers;

— Possible (and inevitable) difficulties associated with the
implementation of CRS standards and legislation of individwaintries. Late
payment of changes in national laws, the adoption of by-lad<knification of
regulators and other legal and technical obstacles may hihéerpractical
implementation of the exchange in the stated period and actgsartatipating

jurisdictions.
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However, the automatic exchange can be one of the alternative sofirces
information by which the tax authorities of the Russian Faae will be able to
establish the fact of the tax resident of Russia undeclaredridoank accounts or
undeclared controlled foreign companies. And then, and anotharaffense and,
under certain circumstances, may lead to tax measures (Art. 129.5,0128e6
Tax Code), administrative (Art. 15.25 of the Administrative Code) oricahgArt.
198, 199 of the Criminal Code) responsibility. Russia's accessithre automatic
exchange of repeatedly was declared as one of the key ways toséenthea
efficiency of tax administration KMC.

As conceived by the MCAA and CRS developers, in particular run the
automatic exchange mechanism should buy virtually global (in@ber of
acceding countries) character. Outside the system, in the endplgaemain the
most "marginal” or insignificant areas unsuitable for internatidrusiness and
storage savings, so that the transfer of jurisdiction to schesidency or bank
accounts will be devoid of any meaning. On the contrary, paatioip in the
automatic exchange will be one of the signs of a positive ingpa¢he business

image of a particular jurisdiction.
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CONCLUSION

International tax planning in one form or another existedaforost the
entire history of world economic relations. Many nations aadntries in their
desire to get as much profit from increased international tradecheatd in their
territories favorable tax environment for economic activity. Hubsequently led
to this concept as the erosion of the tax base. To elienthe effect, countries all
over the world came together. The Organization for Economic Coaperatd
Development has succeeded in this more than others. So there wesrational
automatic exchange of financial and tax information. With itseatend adoption
of international legal acts for Russian banks as of crosebtad intermediaries,
responsible for collecting and transmitting the informatiompaticipants in this
mechanism, there was a question about the organization girtluigss. Since the
mechanism of automatic exchange of information is young amgribcess of its
formation has only begun consideration of the relevance ofwibrk of this
mechanism and its accompanying regulations is of great valuettoirgividual
banks and the OECD on a global scale.

Analysis of the current status of the automatic exchange ofmatmn
allows us to say that it requires significant improvement. the banks, as the
cross-border exchange of tax intermediaries subsequent years wattloellprly
difficult, because at the moment the mechanism did not woskedtherefore
banks will have to learn from their mistakes. Isolation stpshe process of
international exchange of information can help in the stringuof legal
documents, to operate them in the process of information exchamg@rdposed
recommendations may be used to improve the process of internaehainge of
information and indicators of erosion of the tax base can be used by basgeds a

the feasibility of further participation in the exchange information.
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