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58 countries pledged to implement
CARF, but 140 countries have kept quiet.
CARF is a white elephant project unless
it's a minimum standard.

Mark Morris

April 27, 2024

CRS and CARF expert. No, truly.

A white elephant is a possession that its owner cannot 
dispose of without extreme difficulty, and whose cost, 
particularly that of maintenance, is out of proportion to 
its usefulness. In modern usage, it is a metaphor used to 
describe an object, construction project, scheme, business 
venture, facility, etc. considered expensive but without 
equivalent utility or value relative to its capital and/or 
maintenance costs.

Lack of CARF participating juridictions will result in a
overwhelming grey market

A crypto user with qualms about being reported will
have few doubts about where to go

Increasingly, jurisdictions are enacting securities laws (or reinterpreting existing security
laws) to require registration of, for example, crypto brokers and dealers.
As such, unlicensed brokers and dealers will be violating securities laws and, presumably,
concealing their place of operations in the jurisdiction for CARF purposes.
Therefore, the legion of licensed and CARF-compliant crypto exchanges will be
segregated from and have no operational overlap with the legion of unlicensed and
CARF-noncompliant crypto exchanges.

Further, CARF itself has no provisions to prevent its own abuse

Cleverly, CRS introduced a look-through treatment for Managed Investment Entities
established in a non-participating jurisdiction. However, that enforcement check relies
upon reputable banks being located overwhelmingly in CRS-compliant jurisdictions.
CARF has no leverage for such provisions or hasn’t figured it out yet.
In CARF, nothing prevents a single user from choosing between compliant and non-
compliant exchanges depending on the user’s wish for his or her home tax authorities to
be made aware of the particular transaction.
Without a concept akin to the expanded affiliate group for FATCA, a single company
could operate a CARF-compliant and regulated exchange in, say, Switzerland, and a
CARF-non-compliant and unregulated exchange someplace misbegotten, thereby
providing a halo to the unregulated exchange through its regulated business.

Extraterritorial reach of EU version of CARF

Although the G20 initially recommended global Automatic Exchange of Information for
crypto assets, no decision has yet been taken on whether it would be considered as a
global minimum standard or equivalent.
Not to worry, the EU has a brilliant idea to make it globally equivalent

The EU Directive on Administrative Cooperation update 8 (DAC8) requires all Reporting
Crypto Asset Service Providers (RCASPs), irrespective of their size or location, irrespective
if individuals or entities, to report transactions of clients residing in the EU.
The proposal covers both domestic and cross-border transactions and requires EU and
non-EU CASPs with EU clients to register in a Member State to fulfil their reporting
obligations.
This extra-territorial (over) reach is aimed to impact non-EU RCASPs serving EU clients.

It remains however to be seen if and how the EU will enforce this looney toons
requirement on non-EU RCASPs.
I'lI await with bated breath to see how this will be enforced
Ex EU-RCASPs will need to put processes and controls in place to ensure that their EU
clientele is reported as required, unless an exception applies.

You think user not going to transfer crypto to a 
jurisdiction that does not have this ludicrous extra 
territorial laughable agreement

Read my article on how difficult it will be to ensnare Crypto Asset Service
Providers as reporting FIsinto CARF if many countries don't implement CARF

Read my article on How OECD and G20 will pressure all CRS participating
jurisdictions to implement the Crypto Asset Reporting Framework (CARF) 
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