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Eight percent of the global financial
wealth is held offshore, leading to tax
revenue losses of US$190 billion.1
In the absence of the automatic
exchange of information, more than
75 percent taxpayers may not have
complied with their residence country
tax obligations.2
But this is now set to change. With the
launch of the global tax reform—the
Common Reporting Standard (CRS)—
countries will be able to pin-point the
latitude and longitude of offshore tax
havens. Not only will they get a birdseye view, they’ll also be able to track
taxable investments and chase them
back to their country of origin.
So, what steps should financial
institutions take to comply with the
new standard? How will it impact,
people, processes and organisations?
We demystify some of the critical
rules of the game.
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1 The Hidden Wealth of Nations http://gabriel-zucman.eu/hidden-wealth/
2 http://www.oecd.org/ctp/exchange-of-tax-information/automaticexchange-of-information-report.pdf

“OFFSHORE” WILL NO
LONGER BE “OFF THE
RADAR”
Globalisation has blurred geographical boundaries, enabling taxpayers to
hold and manage their investments through financial institutions outside
their country of residence. However, this has allowed for a large number of
funds to be kept offshore that often go untaxed.
Both tax avoidance and tax evasion threaten the integrity of tax systems.
Globally, eight percent of financial wealth is held offshore, leading to tax
revenue losses of US$190 billion.3 To arrest this trend, countries began
seeking cooperation to increase transparency and exchange taxpayer
information between different tax authorities and jurisdictions. This is
critical to improving international tax compliance and combating tax
evasion.

3 The Hidden Wealth of Nations http://gabriel-zucman.eu/hidden-wealth/

BANKER’S NOTES:

“Tax payers have
been operating across
borders, whereas tax
administrations have been
limited to national borders.”
5

SETTING SIGHT ON GLOBAL
TAX EVASION
Over the past few years, governments globally have taken
initiatives to promote tax information exchange, such as the
US-sponsored Foreign Account Taxpayer Compliance Act
(FATCA), multilateral and bilateral tax information exchange
agreements, and provisions under bilateral double taxation
avoidance agreements.
The Automatic Exchange of Information (AEOI), initiated
by the G20, along with the Organisation for Economic Cooperation and Development (OECD), is one such important
outcome. It involves systematic and periodic transmission
of “bulk” taxpayer information by the source country to
the residence country, and timely information on noncompliance, if any.
One of the important steps taken to facilitate AEOI, was
the Multilateral Competent Authority Agreement (MCAA),
which details the nature and frequency of information that
will be exchanged, and when. It serves as a template for
intergovernmental agreements (IGAs).
The OECD further developed a single global standard for
implementing AEOI that sets out the reporting and due
diligence requirements for the automatic exchange of
information. The result was the Common Reporting Standard
(CRS).
The Global Forum on Transparency and Exchange
of Information for Tax Purposes had set a target to
implement the CRS by 2017 or 2018. As of March 2018,
61 jurisdictions have signed the MCAA and 94 have
committed to implementing the CRS. Tax authorities and
financial institutions will have to act swiftly to ensure timely
compliance with this standard across geographies.
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“Multiple efforts are
underway to track offshore
investments in partnership
with multiple countries.”

WHAT IS CRS?
The CRS is a regulation by the OECD that mandates financial institutions
in member countries to collect tax-related information from non-resident
customers (reportable accounts) and provide it to the tax regulators in
the customers’ country of jurisdiction.
Regulators in participating countries will then exchange this information
automatically on an annual basis. The standard was developed in response
to the G20 agenda and approved by the OECD council on July 15, 2014.
The standard sets out the reporting requirements for AEOI between
governments and details the following:

Financial
account
information to
be exchanged

Financial
institutions
required to
report

Types of
accounts and
taxpayers
covered

Common due
diligence procedures
to be followed by
financial institutions
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Financial account information includes balances,
interest, dividends and sales proceeds from
financial assets reported to governments by
financial institutions and covers accounts held
by individuals and entities, including trusts and
foundations.
The standard consists of the following:
A model Competent Authority
Agreement (CAA) that
provides an international legal
framework for the automatic
exchange of CRS information

The CRS

WHY SHOULD COUNTRIES
ADOPT CRS?
According to the OECD, under the traditional systems, governments,
individual taxpayers and businesses are harmed, and countries must work
on changing their national laws to keep pace with globalisation.
The European Union Savings Directive (EUSD), formally referred to as the
Council Directive 2003/48/EC, demonstrated that in the absence of the
automatic exchange of information, more than 75 percent taxpayers may
not have complied with their residence country tax obligations.4 Similarly,
in 2016, OECD Asian countries recorded a 34 percent loss in GDP due to tax
evasion.5 The CRS has the potential to plug this revenue leak.
While many countries are making efforts to prevent tax evasion (for
example, the US’s Foreign Account Tax Compliance Act, or FATCA), the CRS
provides equal opportunities for all member countries to benefit from the
exchange of information and bring tax evaders to book.

Commentaries on the
CAA and the CRS
The CRS XML
Schema User Guide

4 http://www.oecd.org/ctp/exchange-of-tax-information/automatic-exchange-of-information-report.pdf
5 https://www.adb.org/sites/default/files/publication/193541/tax-admin-asia-pacific-2016.pdf
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BANKER’S NOTES:

“The CRS sets reporting
requirements for banks which
will eventually help countries
exchange tax information
automatically and periodically,
thus clamping down on tax
evaders globally.”

“Currently, in the absence
of the automatic exchange
of information, more than 75
percent taxpayers may not have
complied with tax obligations of
their resident country.”
9

The CRS is part of the global
clampdown on tax evasion. It
imposes obligations on the entire
operating chain within the financial
sector—including banks, brokers,
funds, trusts and insurance
companies—to collect and report
financial account holder information
to their local tax authority.
Armed with information on offshore
bank accounts, participating
countries will be able to track tax
evasion, identify base erosion and
profit shifting (BEPS) risks, and make
natural and legal citizens accountable
to the nation.

BANKER’S NOTES:
“MCAA helps
form necessary
intergovernmental
agreements,
whereas the
CRS sets out
the reporting
requirements for
implementing
AEOI.”

KEY DIFFERENCES
BETWEEN CRS AND FATCA

HOW IS CRS DIFFERENT FROM FATCA?
While CRS is often informally considered an extension of the FATCA, there are
many differences in the two regulatory frameworks.

CRS IS MULTILATERAL
The FATCA requires a financial
institution to report its US citizens’
offshore accounts, that is, it must
collect tax information on only its US
account holders. However, the CRS
covers more than 90 countries and
will benefit both parties.

CRS HAS A MUCH
BROADER SCOPE FOR
REPORTING
The CRS’s definition of a “reporting
financial institution” differs from that
of the FATCA’s. So, even if a financial
institution is not required to report
financial accounts under FATCA, it
may have to under CRS. The CRS also
has a wider reach than the FATCA
and will require a unified, cross-team
effort to ensure readiness.

FATCA

CRS

WHAT IS FATCA?
Regulations to prevent tax evasion
The Foreign Account Tax Compliance Act (FATCA) is a 2010 US legislation
that aims to prevent US taxpayers from using non-US and offshore financial
institutions to park their wealth outside their country to avoid or evade taxes.
The act allows the US to enter into IGAs worldwide to provide automatic
information exchanges. It requires financial institutions to share information
on “reportable accounts” annually. This information is then made available to
the US Internal Revenue Service via local regulatory agencies.
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“The CRS has a wider reach and
scope for implementation than
the FATCA.”

11

SIMILARITIES
AND DIFFERENCES
The following table lists the key similarities and differences
between the CRS and the FATCA:

WORK
AREA
AGREEMENTS

CRS

Is based on Model-1 IGA of
FATCA

FATCA

Has two separate models of
IGAs:

WORK
AREA

Works through bilateral
(exclusive agreement
between two jurisdictions)
and multilateral (multiple
signatories with each
jurisdiction required to
exchange information with
all the signatories) CAAs

Operates through bilateral
IGAs between the US and its
counterparties

DATA
SHARING

Requires the date and
place of birth of reportable
persons, in addition to the
details required by the
FATCA

Requires only the name,
address, account number,
TIN, account balance or value,
gross amounts paid in the year
and total gross proceeds paid
or credited to the account

• Model-2: Between financial
institutions and the US
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Is based on the tax
residency of the customer

Is based on the US indicia of
the customer

ENFORCEMENT

Does not withhold penalty

Withholds penalties up to 30
percent of gross earnings in
the US for reportable financial
institutions

ENUMERATION
OF REPORTING
INSTITUTIONS

Does not have a mandate to
identify reporting financial
institutions

DE-MINIMIS

Does not have a de-minimis
limit

Requires all financial
institutions to obtain a Global
Intermediary Identification
Number to be reported to the
Internal Revenue Service (US
regulator)
Only applies to individuals
with annual income exceeding
$50K; entities with annual
income below $250K are
exempt

FATCA

CAAs

• Model-1: Between countries
and the US

REPORTABLE
PERSON

CRS

In case of an entity account,
the financial institution must
report the name, address,
country(s) of residence and
TIN of the entity (where one
or more controlling persons
are reportable persons)
Requires the name, address,
country(s) of residence,
TIN, and the date and place
of birth of each reportable
person
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Figure 1: Timeline for CRS

TIMELINE
FOR CRS
IMPLEMEN
TATION
The Global Forum on
Transparency and
Exchange of Information
for Tax Purposes (Global
Forum) has set a timeline
for implementing the CRS
(see figure 1).
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Roll out
CRS in
wave 1
countries

Roll out
CRS in
wave 2
countries

Sharing
information
between
countries

Provide
information to
tax authorities

Complete
due diligence
for low-value
individual
and entity
accounts

Jan-16

Jan-17

Sep-17

Mar-18

Dec-18

Dec-16
Carry out due
diligence for
high value
individual
accounts in
wave 1 countries

Mar-17
Provide
information
to tax
authorities

Dec-17

Carry out due
diligence for lowvalue individual
and entity
accounts in wave 1
countries and high
value accounts in
wave 2 countries

Sep-18
Sharing
information
between countries
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GRASPING THE
COORDINATES:
WHERE WILL CRS
BE IMPLEMENTED?

Figure 2: Countries participating in CRS

GO LIVE
Wave 1 (key countries)
AMERICAS

Argentina, Chile

EUROPE

UK, France, Germany

MIDDLE EAST & AFRICA

South Africa

APAC

India, South Korea

Wave 1
Wave 2

Wave 2 (key countries)
AMERICAS

Brazil, Canada

EUROPE

Austria, Switzerland

MIDDLE EAST & AFRICA

Kuwait, UAE, Bahrain, Qatar, Saudi Arabia

APAC

China, Japan, Russia, Singapore

*Nigeria will go live with CRS implementation in 2019.
The list of all countries that are signatories to the CRS can be found in the Mutual
Competent Authority Agreement Signatories list6.
6 OECD (2017), Signatories of the multilateral competent authority agreement on automatic exchange of

98 countries
have consented
to adopt the CRS.

3,603 bilateral
exchange
agreements have
been activated
between various
countries.

financial account information and intended first information exchange date, OECD Publishing, Paris. http://
www.oecd.org/tax/automatic-exchange/international-framework-for-the-crs/MCAA-Signatories.pdf
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MULTIWAVE AND
MULTILAYERED
IMPACT ON
FINANCIAL
INSTITUTIONS
Financial institutions are likely to feel
multiple waves and levels of impact

Organisational

Product

BANKER’S NOTES:

“The CRS will be
implemented in
multiple phases
and will have
a multilayered
impact on financial
institutions.”

Data

Figure 3: Impact on Banks
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ORGANISATIONAL IMPACT
Target Operating Model
Banks need to ensure compliance with the CRS to be operational in 98 member-countries, unlike under the FATCA.
Given the overlap in the two regulations, if a bank is already
FATCA compliant, the cost of implementing the CRS will
decrease significantly. If it is not FATCA compliant, it can
achieve economies of scale by simultaneously implementing both the regulations.

Products

Governance
A non-reportable customer can become reportable if there
is any change in customer information such as the country
of tax residence or residential address. A customer can have
multiple accounts with possibly different identities. A customer
previously designated as an active non-financial entity
(NFE) can become a passive NFE.7 This warrants incremental
information and document collection.
A change in the ownership structure of a legal person will
require identification and verification of new controlling
persons. An increase in account activity can trigger a low-value
account to be classified as a high-value account. System-driven
checks are required to trigger these alerts for branch managers
to review these instances. For each of the possible triggers, new
information may be required from the customer.

Customers using depositary and custodial accounts, equity
and debt investments, cash value insurance, and annuity
contracts come under the purview of the CRS. When banks
recommend products that warrant CRS reporting to an
otherwise non-reportable customer, the customer will be
mandated to provide additional CRS-specific information.
Systemic checks will be required to prompt customers to
provide the additional information. Structured products need
to be carefully vetted by banks for possible CRS obligations.

Geographies
Banks that are setting up branches in new participating
jurisdictions need to ensure that country-specific CRS
requirements—specified by the local tax regulator—are
complied with. Global banks tend to have country-specific
core banking systems and hence, country-specific data
models. This can result in incremental cost of compliance.

For a typical corporate customer, CRS-specific information can constitute up to
five percent of the total onboarding information solicited from the customer and
is generally absorbed into the KYC section.
While all wave 1 countries have fully complied with the CRS, wave 2 countries
are reviewing existing accounts to identify information gaps. The readiness of
countries depends mostly on the specificity and enforceability of the regulator.

7 https://www.oecd.org/tax/exchange-of-tax-information/implementation-handbook-standard-for-automaticexchange-of-financial-information-in-tax-matters.pdf
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PROCESS IMPACT

Onboarding
Banks need to upgrade their
onboarding systems to capture
new customer data such as other
jurisdictions of tax residencies and
the respective TINs. But collecting
this information in one go may be
a challenge. Instead, incremental
information collection on a needto-know-basis would be the key
to process efficiency. Banks using
chatbots to answer customer queries
will have to update the machines to
include CRS-related questions and
answers in different languages.
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Remediation of
existing customers
Banks need to build a systemic
rule-engine to classify their
“reportable customers” and
integrate it with their core banking
systems.

For low-value accounts

For high-value accounts

Banks need to obtain selfcertification from customers for
their residential, communication
and hold-on addresses. They also
need to conduct an electronic
indicia search or paper search
on their database to identify
the residencies of their legacy
customers.

Banks will be required to do a
residential address test, where the
customer engagement manager will
have to be satisfied with the indicia
of the customer and document the
rationale for satisfaction.

For legacy customers

Documentation

Process requirements need to be
kept minimal and systems need to be
enabled to capture all the information.
Technologies such as biometric-based
KYC, optical character recognition
capability of scanned documents can
come in handy for banks. With most
of the wave 2 countries using native
languages as a medium of information
exchange, natural language support
needs to complement optical character
recognition capability.

Banks are mandated to collect selfcertifications from all natural and legal
persons on their indicia and relevant
supporting documents such as copies
of their passport, social security
number and national identification
number.

Indicia search
Banks are mandated to conduct an
indicia search on their customers,
controlling persons, based on the selfcertification and information available
in their database. They need to have
digital records to run an effective
electronic indicia search.
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DATA IMPACT

Data aggregation

Reporting

Banks need to collect information on
the country of tax residence and TIN of
all customers and controlling persons.
With most of the wave 2 countries
having preferred native languages,
banks need to ensure that CRS-specific self-declarations, agreements and
other information collected from the
customers are consistent across the
official languages of the countries.

The tax regulators of countries are
obligated to collate information from
all banks and financial institutions in
a single database that will be shared
with the member countries.

IMPACT
OF
GDPR

In this respect, banks can expect the
local tax regulators to issue technical
standards to be implemented
within challenging timelines for
CRS data implementation. As a
proactive measure, banks can form
a consortium and suggest technical
standards to regulators.

Banks all over the world are expected
to comply with the General Data
Protection Regulation (GDPR) if they
have European citizens as customers or
controlling persons. Penalties for data
breach under this regulation could be
up to 4 percent of their gross annual
revenue or €20 million (whichever is
higher), as well as reputational damage
to banks.8 The regulation gives the
data subject (European customers
and controlling persons) the right
to withdraw their consent to use the

information they have provided. Banks will be obligated to establish the legal
purpose of holding the data or to even exit the relationship with the customer.
System alerts are required to keep a tab on customers with potential European
indicia. Banks may involve third-party administrators for functions such as
onboarding, payment processing and data warehousing. As the ultimate
onus of data protection lies with the bank, they need to have stringent data
protection agreements with their service providers.
The GDPR has a significant impact on the implementation of the CRS as taxrelated details are the most sensitive customer information, especially at the
onboarding stage. In most CRS-compliant countries, tax information can be
used as a key to extract other related information about a customer. On the
other hand, under the GDPR, customers have high incentives to penalise banks
that fail to comply with regard to their personal data.

8 https://gdpr-info.eu/issues/fines-penalties/
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CHASING COMPLIANCE
ACROSS MULTIPLE
GEOGRAPHIES
The CRS is a massive initiative and represents an unprecedented global
crackdown on tax evasion. Cross-border exchange of information is the future
of global financial markets, and political will is helping to make it a reality.
The gains are also likely to be significant. However, the new global reform
presents multifaceted challenges for financial institutions, such as ensuring
compliance within stringent timelines. On the other hand, collecting customer
information is also becoming more difficult. Banks need to be proactive and
must prepare their systems for the upcoming scenario.
Banks must adhere to the following points in the era of global tax reforms:

HOW ACCENTURE
CAN HELP
Accenture has been a preferred partner for the implementation of the FATCA
for leading banks and can leverage the learnings for implementing CRS.

PEOPLE

PROCESS

TECHNOLOGY

DOMAIN EXPERTISE
We have developed a
community of practice
for Risk & Compliance
to promote collective
thinking and collaboration.

We can help design a
target operating model
and formulate policy
documents.

We have partnered
with leading banks for
implementing the FATCA
and can leverage the
learnings for implementing
the CRS.

ENABLEMENT AND SUPPORT
Keep a tab

Perform cost-

Perform system

on products,

benefit analyses

checks for tax

geographies and

before entering a

residency, indicia

country-specific

new market.

and connected

Our resources follow the
design thinking approach
to integrate the process
and systemic knowledge.

persons.

regulations.

We develop point of
view documents and
training decks for all the
regulatory engagements
it undertakes, to
demonstrate thought
leadership.

We have developed a
CRS maturity assessment
tool that can objectively
measure the compliance of
financial institutions with
the CRS.

DELIVERY EXPERIENCE

BANKER’S NOTES:
Computerise

Adopt e-KYC and

records to

e-authentication

facilitate

processes and

electronic indicia

integrate them

searches.

with their current
systems.
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“Banks
must adopt
a proactive
approach
towards CRS
compliance.”

We have committed
professionals who have
operational intelligence
from implementing the
FATCA and the CRS in
banks in wave 1 countries
across multiple languages.

Our resources can
perform fit-gap analyses,
requirements elicitation,
traceability activities and
data modelling as well as
create process flowcharts.

Implemented the FATCA
in two banks in the APAC
region and five banks in
the European region.

We can help our clients
leverage new-generation
technologies to address
their regulatory challenges
and drive technology
leadership.

Implemented CRSrelated regulations in
three global banks.
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