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Common Reporting Standard (CRS)
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Frequently Asked Questions & RRE
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What is the CRS?

The Common Reporting Standard (CRS) is a new standard developed by the worldwide
“Organization for Economic Cooperation and Development” (OECD) to identify tax residents
and provide systematic and periodic exchange of their financial account information
between participating jurisdictions, as a measure to improve tax residency and counter tax
evasion.

Hong Kong has committed to implement CRS locally from 1 January 2017.
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Who is reportable?

Under the CRS, financial institutions (including banks) are required to identify financial
accounts held by individuals or entities liable to tax by reason of residence in the
participating jurisdictions. The Bank will collect and furnish to Inland Revenue Department
(IRD) information of the identified account holders. IRD will then transmit the information to
the tax authorities of the relevant jurisdiction of which the account holder is tax resident.
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Why customer is required to sign a “self-certification” regarding tax residency for
CRS?

“Self-certification” is a declaration that the customer (as an account holder) makes regarding
his or her tax residence. It is the due diligence procedures for account opening with financial
institutions (including banks) according to the Inland Revenue (Amendment)(No.3)
Ordinance 2016. If customer has doubt about his/her tax residence, he/she should consult
professional advice.
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How is account holder’s tax residence defined?

It depends on the account holder’s place of residence and circumstances. Please visit the
website of OECD (http://www.oecd.org/tax/automatic-exchange) and the website of IRD for
more information and/or consult professional advice if customer has any doubt.
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How often will an account holder need to provide this information?

Each new customer (as account holder) is required to provide a valid self-certification to the
Bank for each account. Thereafter, account holders should provide the Bank with an
updated self-certification and information if there is change of his/her circumstances which
affects tax residency status.
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Why the Bank ask customers to provide supporting documents for the
self-certification?

The Bank is required by law to verify the details provided by account holders as part of
his/her self-certification. For example, the account holder will be asked to provide a copy of
passport or other evidence to verify his/her tax residency declared in the self-certification.
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What information will be reported to tax authorities?

The reportable information includes the self-certification form, and details of the accounts
and products held by the account holders with the Bank, including the account balance,
value, total amounts of interest or payments credited.
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The CRS self-certification and the requested information are similar to FATCA. Why
the customer is required to sign another declaration and provide additional
information?

According to the Inland Revenue (Amendment)(No.3) Ordinance 2016, financial institution
(including banks) is required to identify tax residency and report information of account
holders who are tax resident outside Hong Kong. Customer is required to provide additional
information for the CRS since FATCA and CRS are different requirements under different
regulations. If customer has any query, he/she should consult professional advice.
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Glossary &5

Active NFE (FEIFERf % EHE) means an NFE that falls within any of the following descriptions —

(@)

(b)

(€)

(d)

(e)

(f)

9

(h)

in terms of the NFE’s gross income and its assets —

(i) for the calendar year or other appropriate reporting period preceding the year in which the
determination as to whether the NFE is an active NFE is made, less than 50% of the
NFE’s gross income is passive income; and

(ii) less than 50% of the assets held by the NFE during that calendar year or period are
assets that produce, or are held for the production of, passive income;

the stock of the NFE or the related entity of the NFE is regularly traded on an established
securities market;

the NFE is —

(i) a governmental entity;

(i) an international organization;

(iif) a central bank; or

(iv)an entity wholly owned by one or more of the entities mentioned in subparagraphs (i), (ii)
and (iii);

the NFE does not function, or does not hold itself out, as an investment fund (including a
private equity fund, venture capital fund, leveraged buyout fund, or any investment vehicle
whose purpose is to acquire or fund companies, and then to hold interests in those
companies as capital assets for investment purposes);

not more than 24 months have elapsed since the date of the incorporation, formation or

constitution of the NFE and the NFE —

() is not yet operating a business and has no prior operating history; and

(ii) is investing capital into assets with the intent to operate a business other than that of a
financial institution;

the NFE was not a financial institution in the past 5 years, and is in the process of —

() liquidating its assets; or

(ii) is reorganizing with the intent to continue or recommence operations in a business other
than that of a financial institution;

the NFE falls within all of the following descriptions —

() the NFE is primarily engaged in financing and hedging transactions with or for its related
entities that are not financial institutions;

(i) the group of the related entities mentioned in subparagraph (i) is primarily engaged in a
business other than that of a financial institution;

(i) the NFE does not provide financing or hedging services to any entity that is not its related
entity;

the NFE falls within all of the following descriptions —
() the NFE is established and operated in its jurisdiction of residence, and —
(A)is established and operated exclusively for religious, charitable, scientific, artistic,
cultural, athletic or educational purposes; or
(B)is a professional organization, business league, chamber of commerce, labour
organization, agricultural or horticultural organization, civic league or an organization
operated exclusively for the promotion of social welfare;
(i) the NFE is exempt from income tax in its jurisdiction of residence,;
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(i) the NFE has no shareholders or members who have a proprietary or beneficial interest in
its income or assets;

(iv)the applicable laws of the NFE’s jurisdiction of residence or the NFE’s formation
documents do not permit any income or assets of the NFE to be distributed to, or applied
for the benefit of, a private person or non-charitable entity other than —

(A) pursuant to the conduct of the NFE'’s charitable activities;

(B) as payment of reasonable compensation for services rendered; or

(C)as payment representing the fair market value of a property which the NFE has
purchased;

(v) the applicable laws of the NFE’s jurisdiction of residence or the NFE’s formation
documents require that, on the NFE’s liquidation or dissolution, all of its assets are to be
distributed to a governmental entity or other non-profit organization, or be escheated to
the government of that jurisdiction or any political subdivision of that government;
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Controlling person (38 _A), in relation to an entity —

(@)
(b)

(c)

subject to paragraphs (b) and (c), means an individual who exercises control over the entity;

if the entity is a trust —

() means an individual who is the settlor, trustee, protector (if any), enforcer (if any), or a
beneficiary or a member of a class of beneficiaries, of the trust; or

(ii) if the settlor, trustee, protector, enforcer, or the beneficiary or the member of the class of
beneficiaries, of the trust is another entity, means an individual who exercises control over
that other entity; or

if the entity is equivalent or similar to a trust (regardless of how the entity is described) —

() means an individual who, in relation to the entity, is in a position similar to the settlor,
trustee, protector (if any), enforcer (if any), or a beneficiary or a member of a class of
beneficiaries, of a trust; or

(i) if, in relation to the entity, another entity is in a position similar to the settlor, trustee,
protector (if any), enforcer (if any), or a beneficiary or a member of a class of beneficiaries,
of a trust — means an individual who exercises control over that other entity;
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Entity (E#8) -
(&) means-—
(i) an entity, other than a natural person, that can establish a permanent customer
relationship with a financial institution or otherwise own property; or
(i) a legal arrangement; and

(b)  includes a corporation, partnership and any other body of persons (incorporated or
unincorporated) and a trust;

EAE (Entity) -
(& 5-
() FAIEERNAERS - 1a% B e (TR BRI AR PR - S E iR S Al
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(i) Foxmd R
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Established securities market (B34 1HE5) means an exchange that is officially recognized
and supervised by a government authority of a territory in which the exchange is located;

BRI MY (Established securities market) fEHATMEMIENBIFHTPE L EESS - (EAGEA

BB BT

Financial institution (Bf#%5t%#&) means —
(@) acustodial institution;

(b)  adepository institution;
(© an investment entity; or

(d)  aspecified insurance company;

BA#HHE (Financial Institution) 45 —
(a)  FLETHERS

(b)  TFRKHRAE -
(c) KEHER: S %
(d) fEARERAE

Jurisdiction of residence (JEEE/AE®EE) means a territory of which an individual or entity is a
resident for tax purposes;
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M
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Passive income (##){ A) means the portion of gross income that consists of —

(a)
(b)
(c)
(d)

(€)
(f)

(9)

(h)
(i)
()

dividend,
interest;
income equivalent to interest;

rent and royalties (other than rents and royalties derived from the active conduct of a
business undertaken, at least in part, by the employees of an NFE);

annuities;

the excess of gains over losses from the sale or exchange of financial assets that gives rise
to the passive income mentioned in any of paragraphs (a), (b), (c), (d) and (e);

the excess of gains over losses from transactions (including futures, forwards, options and
similar transactions) in any financial assets;

the excess of foreign currency gains over foreign currency losses;
net income from swaps; or

amounts received under cash value insurance contracts;
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Passive NFE (#5E1FERA % E#E) means an NFE that is not an active NFE. More than 50% of the

NFE’s gross income for the calendar year or other appropriate reporting period preceding the year
is passive income; or more than 50% of the assets held by the NFE during the same period are
assets that produce, or are held for the production of passive income.
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