CRS AND FATCA SUMMARY

Following Australia's adoption of the Foreign Account

Tax Compliance Act (FATCA) allowing for the automatic
exchange of financial account information (AEOI) with the
USA, Australia has now implemented the OECD's Common
Reporting Standard (CRS) effective from 1July 2017, with
information to be included from 1January 2017. This resulted
in a new provision introduced in Schedule 1to the Tax
Administration Act 1953, Subdivision 396-C.

The new CRS is a global reporting framework targeting
international tax evasion issues operating upon signing a
Competent Authority Agreement (CAA) by participating
countries' tax authorities. AEOI has become a highly
progressive development which allows for full transparency
by giving participating countries information about the

financial assets or income of which a taxpayer holds offshore.

Under the CRS, financial institutions that are required to
report information include:

= (Custodial Institutions

= Depository Institutions

= |Investment Entities

= Specified Insurance Companies

While FATCA operates by bilateral agreement directly
between the USA and counterparties, the CRS allows for
both bilateral and multilateral agreement. Under a bilateral
CAA, information is only exchanged between the two tax
jurisdictions. Contrastingly, a multilateral CAA (MCAA) has
multiple signatories, with each jurisdiction exchanging
information with all of the signatories to the MCAA.

INFORMATION COLLECTED

The following information will be reported to the tax
authorities of the relevant country for the period 1January to
31December:

Name

Address

DOB (if applicable)

ABN/TFN

Account Number

Account balance at the end of the year (31December) or
balance immediately before closure
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= Depository accounts — amount of interest credited to
the account during the year

= (Custodial accounts —amount of interest, dividends &
other income credited to the account during the year

= Any other account — gross amount of credited to the
account during the year

AUSTRALIA'S APPROACH

Australia's approach to the CRS has taken upon a wider
approach with the understanding that the number of
jurisdictions implementing the standards will increase
over time. For in-scope accounts opened after 1July 2017,
the financial institution will require the person to certify
their residency for tax purposes. Irrespective of whether

a jurisdictionis a signatory to the CRS, a person who has a
tax residency in another jurisdiction will have the details of
their account reported to the ATO. This information will be
automatically exchanged with other jurisdictions only where
they have become signatory under the CRS.

Being a signatory to the CRS will not change any of Australia’s
prior FATCA obligations with the US, but may have an effect
on account thresholds for the prior activities implemented
solely for FATCA.

NEW DUE DILIGENCE THRESHOLDS

There are a number of differences that will add compliance
burden for Reporting Financial Institutions (RFIs). From 1
July 2017, RFIs are now required to carry out due diligencein
accordance with new the new standards set out by the CRS.

Inits FATCA reports to the ATO (separate to CRS reports), an
RFI can omit US accounts for individuals where the year-
end balance or value is under FATCA's reporting threshold

of $50,000. As individuals are not subjected to a reporting
threshold under CRS, the RFI's CRS report must include
Reportable Accounts held by U.S. resident individuals
regardless of account balance or value.

Under FATCA, pre-existing entity accounts with an account
balance or value of less than $250,000 were not reviewable
until the balance or value exceeded $1,000,000 on the last
day of the subsequent calendar year. Accounts that became
reviewable under FATCA were required to have completed
the review within 6 months from the last day of the calendar
year. Under the new CRS, pre-existing entity accounts will
be reviewable where the account balance or value exceeds
$250,000 on any of 30 June 2017, 31December 2017, or last
day of a subsequent calendar year. CRS allows for an account
review to be completed within 12 months of the date in which
the account balance or value exceeds the threshold.

For any foreign tax residents considering to become a tax
resident in Australia in the future, we advise that careful tax
planning is carried out before making the change.
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