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Something seriously wrong with the
Swiss State Secretariate of International
Finance in understanding aspects of
AEoI

Mark Morris

August 11, 2024

CRS and CARF expert. No, truly.

First they celebrate the expected arrival of information from US
now that they signed the FATCA IGA-1. Then they changed their
view on FI trusts having to look-through FI equity interest
account holders, despite CRS explicitly instructing to not do so. 

As they say, something is rotten in the state of 𝖣̶𝖤̶𝖭̶𝖬̶𝖠̶𝖱̶𝖪̶ SIF

The State Secretariat for International Finance (SIF) signed the FATCA
InterGovernment-Agreement-1 replacing IGA-2 in late June 2024. They instantly
sprout bullshit that "In the future, Switzerland will also receive corresponding
information from the United States within the framework of an automatic
exchange of information".

Hundreds of sycophant ignorants, including lawyers, tax advisors and trustees from top
tier firms in Switzerland post linkedin articles shooting from the hip that "...this means
that Switzerland will also receive account data from the USA in the future - but don't hold
your breath, according to the current schedule, this should come into force on 1 January
2027". Unbelievable such ignorant opinions gets dozens of likes.
Amazing the comments on social media such as "This is fantastic, at last, they destroyed
our banking system so this will put an end to that, karma is a bitch, finally!"
Even funnier, is when I retort to a senior tax manager at a big four auditing firm that no
such information will be forthcoming, despite the turd statement by SIF, he retorts "I fully
expect them to, do you expect otherwise?". 

"We promised equivalent reciprocal reporting a decade ago but
didn't provide data to any country. And now the Swiss morons
believe we will automatically exchange information just because
they signed a FATCA IGA-1"

Yet, the OECD is satisfied with the US political commitment to
advocate and support relevant legislation for FATCA equivalent
reciprocal reporting?

The United States has undertaken automatic information
exchanges pursuant to FATCA from 2015 and entered into
intergovernmental agreements (IGAs) with other jurisdictions
to do so.

The Model 1A IGAs entered into by the United States
acknowledge the need for the United States to achieve
equivalent levels of reciprocal automatic information
exchange with partner jurisdictions.

They also include a political commitment to pursue the
adoption of regulations and to advocate and support relevant
legislation to achieve such equivalent levels of reciprocal
automatic exchange.

Lesson for the ignorants on US Automatic Exchange of
Information - 

As usual the US Treasury and IRS are always shooting from the hip, making promises
about AEoI which they have no power to pass regulations.
The expression writing a check their ass can't cash, comes to mind.
Yet everytime someone from Treasury or IRS makes an announcement that AEoI is
coming, the dummies on Linkedin crawl out the woodwork to celebare this crap
When SIF recently upgraded FATCA from IGA-2 to IGA-1, igorant idiots in Switzerland
were opining "finally, at last, we've waited so long for this... etc."
US legislation to exchange info automatically (or even on request) requires approval of
both houses of Congress., Hous eof Repr and Senate.
Can you hear what the Republicans say about this? No, you can't because they are still
laughing their heads off.
In any event, US would only permit the countries that are considered safe to to receive
the reciprocal AEoI information, including for the Crypto Asset Reporting Framework
(CARF).
This measily list is currently 51 countries

IGA-1s are supposed to reciprocate the exchange of information
from the US, but only to trusted partners

What does "trusted" foreign country mean: "meet the IRS’s stringent safeguard,
privacy, and technical standards"?

One gets the list of trusted foreign countries from FATCA reciprocal reporting countries
As a sweetener to encourage countries to agree to FATCA, some IGAs required the IRS to
reciprocally exchange certain information about accounts maintained by residents of
foreign jurisdictions in U.S. financial institutions with their jurisdictions’ tax authorities.
The IRS however, would only engage in reciprocal exchange with foreign jurisdictions
that, among other requirements, meet the IRS’s stringent safeguard, privacy, and
technical standards.
Before exchanging with a particular jurisdiction, the United States conducted detailed
reviews of that jurisdiction’s laws and infrastructure concerning the use and protection of
taxpayer data, cyber-security capabilities, as well as security practices and procedures.
However, there is no assurance that the IRS is fully secure nor is there any indication that
the IRS would take financial responsibility should disclosure of private financial
information cause financial losses or other damages.
The level of reciprocity of the IGAs signed by the US is weak as far as the US Treasury
lacks the authority to prescribe regulations that would require US Financial Institutions to
report the same information that FFI must submit to the IRS, like balance accounts.

US has tax agreements with 94 countries but only categorise 51
as being safe to provide AEoI

The USA will only consider FATCA's reciprocal automatic exchange of information with
countries that have a tax agreement with US
A subset of these 94 countries with which the US has an income tax or other convention
or bilateral agreement relating to the exchange of tax information are potential
candidates for AEOI from the USA a
This subset (now at 51 countries) is listed in the countries which US provides the limited
reciprocal FATCA information, i.e. interest on bank deposits paid to nonresident aliens.

IRS REV-PROC-2023-36

This revenue procedure provides a list of the jurisdictions
with which the United States has in effect a relevant
information exchange agreement such that the reporting
requirement of §§ 1.6049-4(b)(5) and 1.6049-8(a) of the
Income Tax Regulations may apply with respect to certain
deposit interest paid to residents of such jurisdictions. This
revenue procedure also provides a list of the jurisdictions
with which the Department of the Treasury (Treasury
Department) and the Internal Revenue Service (IRS) have
determined that it is appropriate to have an automatic
exchange relationship with respect to the information
collected under §§ 1.6049-4(b)(5) and 1.6049-8(a).

Reciprocal information is extremely restricted on certain interest

Rev Proc reporting requirement of §§ 1.6049-4(b)(5) and 1.6049-8(a) of the Income Tax
Regulations may apply with respect to certain bank deposit interest and original issue
discount paid (zero coupon debt) to certain nonresident alien individuals, where the
annual amount exceeds USD 10. The term interest does not include an amount that is
paid by the issuer or its agent outside the US.

Not so fast on the meaning of AEoI

However, the US exchanges information only with 51 jurisdictions which have been
determined by the Treasury Department and the IRS to be "appropriate to have an
automatic exchange relationship of certain deposit interest paid to residents of such
jurisdictions".
So the US AEOI is to a small list of countries and only about certain deposit interest. As
useful as a chocolate teapot.

Rev Proc 2023-36 page 1485 Rules and Regulations on USA
AEOI

This revenue procedure updates and supersedes Rev. Proc. 
2022-35. Ecuador is added to the list of jurisdictions with 
which the United States has in effect a relevant 
information exchange agreement. Argentina and Kazakhstan 
are added to the list of countries with which Treasury and 
the IRS have determined it is appropriate to have an 
automatic exchange relationship with respect to the 
information collected under Treas. Reg. §§ 1.6049-4(b)(5) 
and 1.6049-8(a).

Rev Proc 2022-35 lists the 51 jurisdictions with which the US
Treasury Department and the IRS have determined to be
appropriate to have an automatic exchange relationship of
certain deposit interest paid to residents of such
jurisdictions:-

Australia, Argentina, Azerbaijan, Belgium, Brazil, Canada,
Colombia, Croatia, Curaçao, Cyprus, Czech, Denmark,
Dominican Republic, Estonia, Finland, France, Germany,
Gibraltar, Greece, Guernsey, Hungary, Iceland, India, Ireland,
Isle of Man, Israel, Italy, Jamaica, Jersey, Kazahkstan, Republic
of Korea, Latvia, Liechtenstein, Lithuania, Luxembourg, Malta,
Mauritius, Mexico, Netherlands, New Zealand, Norway,
Panama, Poland, Portugal, Saint, Singapore, Slovak Republic,
Slovenia, South Africa, Spain, Sweden, Turkey, United
Kingdom.

Note: Switzerland is not yet on the list of Safe Countries. Expect 12 - 24 month sfor the
list to be updated. 
Until then, Switzerland won't even get the info on depositary interest earned by
individuals

Furthermore, the OECD is satisfied with the US political
commitment to advocate and support relevant legislation for
FATCA equivalent reciprocal reporting?

See OECD's Global Forum on Transparency and exchange of information for tax
purposes AUTOMATIC EXCHANGE OF INFORMATION (AEOI): STATUS OF
COMMITMENT as at 23 April 2024

Notes: The United States has undertaken automatic
information exchanges pursuant to FATCA from 2015 and
entered into intergovernmental agreements (IGAs) with other
jurisdictions to do so.

The Model 1A IGAs entered into by the United States
acknowledge the need for the United States to achieve
equivalent levels of reciprocal automatic information
exchange with partner jurisdictions.

They also include a political commitment to pursue the
adoption of regulations and to advocate and support relevant
legislation to achieve such equivalent levels of reciprocal
automatic exchange.

=====================================================
=======

SIF ignorants changed their view and now oblige FI trusts to
look through their entity equity/debt interest account holders,
which are (i) FIs, (ii) regularly traded corporations, (iii)
government entities, (iv) international organizations, and (v)
central banks.

CRS, its Commentary and the OECD CRS-related FAQ are
clear that FI trusts do not treat entity equity/debt interests as
Passive NFEs if the entity is a non-reportable persons viz FIs,
international organisations, central banks, government
entities, and regularly traded corporations. In fact the CRS
explicity gives several examples wher ethe clearly state
"Where Equity Interests are held through a Custodial
Institution, the Custodial Institution is responsible for
reporting, not the Investment Entity"

The Swiss dummies however misinterpet the Implementation
Handbook (which never amends the CRS) and released an
update to the Swiss CRS guidelines which state while the CRS
itself provides that an account holder which is an FI is a non-
reportable person, the Implementation Handbook states that
where an equity interest is held by an entity, the equity
interest holder will instead be the controlling persons of that
entity. As such, a trust is required to look through a settlor,
trustee, protector or beneficiary that is an entity to locate the
relevant controlling persons. This basically equates to
treating the FI-equity interest holders of an FI-trust as passive
non-financial entities rather than as true FIs. As per the
contents of the Implementation Handbook, the FI status of
an entity does not therefore serve as a "blocker" when it
comes to FI-trusts' reporting obligations.

No, no, no... The implementation Handbook says look through
entities, but does not say look through 'non-reportable' entities.

The cherry on the cake is where jurisdictions such as Hong
Kong who are not so imbecilic, state in their CRS guidelines
that "Currently, it is the understanding of the IRD that the
term "entity" used here does not include a person excluded
from the definition of reportable person. ‼ 🎶

I vehemently disagree with the Swiss that all equity 
interest entities, namely FIs like Custodial Institutions, 
Central banks, Government entities, International 
organizations and Regularly traded corporations must be 
looked through by reporting FI trusts. 

The CRS Commentary page 178 explicitly instructs reporting 
FI trusts must NOT look through a Custodial Institution 
holding equity interest.  "Where Equity Interests are held 
through a Custodial Institution, the Custodial Institution 
is responsible for reporting, not the Investment Entity 
trust"...

...but SIF stumbles on like a alky, obliging FI trusts to 
look through all entity equity interest account holders, no 
exception. Jurisdictions like Hong Kong's CRS guidance says 
"Currently, it is the understanding of the IRD that the 
term “entity” used here does not include a person excluded 
from the definition of reportable person". 

Swiss State Secretariat for International Finance (SIF)
misinterpret the Implementation Handbook regarding entity
equity interest of trusts.

SIF obliges FI trusts to look through all non-reportable
persons such as FIs, international organisations, central
banks, government entities, and regularly traded
corporations.

CRS Commentary explicitly instructs FI trusts must NOT look
through Custodial Institutions, but unbelievably the muppets
at SIF still oblige FI trusts to do so.

Meanwhile jurisdictions like Hong Kong, obviously with their
head on straight, say they currently do not believe the look
through of 'entities' includes entities that are non-reportable
persons. They await explicit instruction from OECD.

Amendments to the CRS are NOT done via the CRS Implementation Handbook.
The Handbook's purpose is to explain and simplify the language of the CRS and its
Commentary to facilitate implementation.
Changes reflected in the second edition of the Handbook provide additional and more
up-to-date guidance on certain areas related to the effective implementation of the
Standard. This is not amendments you muppets.
The Handbook does not contradict or nullify or oppose anything in the CRS or its
Commentary.
Amendments to CRS are done via updates to the OECD CRS FAQ (changes to CRS are
highlighted in yellow), or separate updates such as warning of high-risk Residence by
Investment schemes used to avoid CRS.
So Swiss think the Implementation Handbook amended or added an obligatory look
through of FI Equity Interest is sadly mistaken when CRS Commentary page 178 par 71
states in black and white "Where Equity Interests are held through a Custodial
Institution, the Custodial Institution is responsible for reporting, not the Investment
Entity".

Swiss change their view

The Swiss changed their CRS guideline and say, in direct conflict with the CRS that "The
Swiss Federal Tax Administration has now changed its views on this point and as such, a
FI trust is obligated to look through a settlor, trustee, protector or beneficiary that is an FI
entity to locate the relevant controlling persons. This basically equates to treating the FI-
equity interest holders of an FI-trust as Passive NFEs rather than as true FIs. As per the
contents of the Implementation Handbook, the FI status of an entity does not therefore
serve as a "blocker" when it comes to FI-trusts' reporting obligations".
Equity interest applies to any investment Entity, so why Swiss going only after trusts?
The CRS Implementation Handbook says "Where an Equity Interest (such as the interest
held by a settlor, beneficiary or any other natural person exercising ultimate effective
control over the trust) is held by an Entity, the Equity Interest holder will instead be the
Controlling Persons of that Entity. As such, the trust will be required to look through a
settlor, trustee, protector or beneficiary that is an Entity to locate the relevant
Controlling Person.
It doesn't say the that the equity interest here is an FI or other non-reportable entity (eg
Central bank, regularly traded listed entity)
Thank the lord, that jurisdictions like Hong Kong's IRD in its amended CRS guidance on
trusts, used their brains and say "💯Currently, it is the understanding of the IRD that
the term “entity” used here does not include a person excluded from the definition of
reportable person.
Note: An excluded person is an FI, Regularly traded corporation, Government entity,
International organisation and Central Bank.

The Swiss ignorants changed their minds and now oblige FI
trusts to look through their entity equity/debt interest account
holders, which are (i) FIs, (ii) regularly traded corporations, (iii)
government entities, (iv) international organizations, and (v)
central banks.

Implementation Handbook Foreword

The purpose of the CRS Handbook is to assist government officials in the implementation
of the Standard for the Automatic Exchange of Financial Account Information in Tax
Matters (“Standard”) and to provide a practical overview of the Standard to both the
financial sector and the public at-large.
The Handbook provides a guide on the necessary steps to take in order to implement the
Standard.
Against that background, the Handbook is drafted in plain language, with a view of
making the content of the Standard as accessible as possible to readers.
The Handbook provides an overview of the legislative, technical and operational issues
and a more detailed discussion of the key definitions and procedures contained in the
Standard.
This second edition of the Handbook is intended to be a living document and will be
further updated and completed over time.
Changes reflected in the second edition of the Handbook provide additional and
more up-to-date guidance on certain areas related to the effective implementation of
the Standard.
This includes revisions to sections pertinent to the legal framework for implementation of
the AEOI, data protection, IT and administrative infrastructures as well as compliance
measures.
More clarity has been provided in the trust section of the Handbook relation to
the identification of Controlling Persons.
The objective of the Handbook is to assist stakeholders in the understanding and
implementation of the Standard and should not be seen as supplementing or expanding
on the Standard itself.
Cross references to the Standard and its Commentary are therefore included throughout
the document.

Purpose of Implementation Handbook is  to provide 
"clarity". Clarity does not mean an amendment. 

The Swiss Federal Tax Administration's Revised CRS Guidance

1. Who Is An Equity Interest Holder of a Trust Qualifying as a Reporting FI?

At the basis of the CRS system lies the obligation imposed upon reporting FIs, including
trusts which qualify as such, to identify their financial accounts in order to determine
whether or not they consist in reportable accounts.
The term "Financial Account" is defined in the CRS as an account maintained by an FI and
includes, in the case of an Investment Entity, any equity or debt interest in the FI (Section
VIII C. 1. CRS, p. 50).
An "Equity Interest", in the case of a trust, is considered to be held by any person treated
as a settlor or beneficiary of all or a portion of the trust or any other natural person
exercising ultimate effective control over the trust.
Altogether, the identification of financial accounts and reportable persons is an important
process as it determines the extent of an FI's reporting obligations.
In its initial version of the CRS Guidance (the "Swiss CRS Guidance"), the Swiss Federal Tax
Administration had remained true to the CRS as it had defined the equity interest holders
of a trust that qualified as an FI as the settlor, beneficiary, or any other natural person
exercising ultimate effective control over the trust.
The Swiss Federal Tax Administration has now changed its views on this point and
adopted the approach set out in the Implementation Handbook.
In the Revised Swiss CRS Guidance, the equity interest holders of a trust qualifying as an
FI now consist of the settlor, trustee, beneficiary or protector of all or a portion of the
trust, or any other natural person exercising ultimate effective control over the trust.

2. What Is An FI-Trust's "Look-Through" Obligation?

A novelty introduced by the Revised Swiss CRS Guidance, which was also inspired by the
contents of the Implementation Handbook, is the obligation imposed upon trusts to look
through their entity-account holders.
While the CRS itself provides that an account holder which is an FI is a non-reportable
person, the Implementation Handbook states that where an equity interest (such as the
interest held by a settlor, beneficiary or any other natural person exercising ultimate
effective control over the trust) is held by an entity, the equity interest holder will instead
be the controlling persons of that entity.
As such, a trust is required to look through a settlor, trustee, protector or beneficiary that
is an entity to locate the relevant controlling persons.
This basically equates to treating the FI-equity interest holders of an FI-trust as passive
non-financial entities rather than as true FIs.
As per the contents of the Implementation Handbook, the FI status of an entity does not
therefore serve as a "blocker" when it comes to FI-trusts' reporting obligations.

FI equity interests of trusts are not a "blocker", you 
blockhead. All it does is shift reporting obligation from 
the FI trust to the FI equity interest account holder... 
sheesh

The Swiss Federal Tax Administration has adopted the views set out in the OECD's
Implementation Handbook and included a section in the Revised Swiss CRS Guidance
covering FI-trusts' obligation to look through any entity account holders and report on
these entities' controlling persons.

 I strongly disagree with the Swiss that all equity 
interest entities, namely FIs like custodial institutions, 
central banks, government entities, International 
organizations and Regularly traded corporations must be 
looked through. 

The CRS Commentary page 178 explicitly instructs reporting 
FI trusts must NOT look through a Custodial Institution 
holding equity interest in the trust... 

Thank goodness jurisdictions like Hong Kong's CRS guidance 
says "Currently, it is the understanding of the IRD that 
the term 'entity' used here does not include a person 
excluded from the definition of reportable person". 

... but SIF drunkenly stumble ahead that 'entities' must 
mean ALL entities, without forseeing the consequences.

Look at the Handbook that causes the SIF to change its
guidance on reporting obligation of FI trusts...

CRS Handbook page 109-110 paragraphs 254 - 256

Chapter 6.3: The treatment of a trust that is a Reporting
Financial Institution in the CRS

Identifying the Reportable Accounts of a trust that is a Reporting Financial
Institution

254. The debt and Equity Interests of the trust are Reportable Accounts if they
are held by a Reportable Person. For example, if a settlor or beneficiary is
resident in a Reportable Jurisdiction, their Equity Interest is a Reportable
Account.

(iv) Applying the due diligence rules

255. The trust will apply the due diligence rules in the CRS in order to determine
the identity and residence of its Account Holders.

‼ 256. Where an Equity Interest (such as the interest held by a settlor, beneficiary
or any other natural person exercising ultimate effective control over the trust)
is held by an Entity, the Equity Interest holder will instead be the Controlling
Persons of that Entity.

As such, the trust will be required to look through a settlor, trustee, protector or
beneficiary that is an Entity to locate the relevant Controlling Person. This look
through obligation should correspond to the obligation to identify the
beneficial owner of a trust under domestic AML/KYC procedures. ‼ 

Nowhere, I repeat nowhere does the Implementation Handbook 
clause on identifying controlling persons of trusts 
indicate the entity looked through includes non-reportable 
entities such as (i) FIs, (ii) regularly traded 
corporations, (iii) government entities, (iv) international 
organizations, and (v) central banks.

The Implementation Handbook Page 109-110 par 255 cites several CRS and
Commentary clauses ✒

✒ CRS page 51 paragraph 4

The term “Equity Interest” means in the case of a trust that is a Financial Institution, an
Equity Interest is considered to be held by any person treated as a settlor or
beneficiary of all or a portion of the trust, or any other natural person exercising
ultimate effective control over the trust.
So the handbook says entity Equity interest must be looked through to Controlling
Persons. And open and shut case? Seems the SIF may be correct... ? Err
The Implementation Handbook says "Where an Equity Interest is held by an "Entity".
It does NOT say the entity includes FIs or other non-reportable entities, such as Central
banks. Let's delve more into this where FIs hold the Equity interest, as opposed to just
"entities".
CRS Due Diligence for pre-existing entities says report only accounts that are
Reportable Persons.
Non reportable entities are FIs like custodial institutions, central banks, government
entities, International organizations and Regularly traded corporations must be looked
through.

✒ CRS page 38

Only reportable accounts need due diligence
Non reportable entities are FIs like custodial institutions, central banks, government
entities, International organizations and Regularly traded corporations not have due
diligence

✒ CRS page 41

Section VI: Due diligence for new entities says determine whether entity is a reportable
account.
Non reportable entities are FIs like custodial institutions, central banks, government
entities, International organizations and Regularly traded corporations must not be
looked through.

✒ CRS Commentary page 178 paragraph 71

Paragraph C – Financial Account - Subpar C(1) – In general -subparagraph C(4) –
Equity Interest

71. Where Equity Interests are held through a Custodial Institution, the Custodial
Institution is responsible for reporting, not the Investment Entity.

Swiss morons instruct FI trusts to look through ALL entities,
including non-reportable entities such as Custodial Institutions,
despite CRS Commentary 178 explictly saying not to do so.

The OECD goes further and provides an example in par 71, to demonstrate a
Custodial Institution will be responsible to report if it holds Equity Interest in the
trust

The following example illustrates how such reporting must be done: Reportable Person
A holds shares in investment fund L. A holds the shares in custody with custodian Y.
Investment fund L is an Investment Entity and, from its perspective, its shares are
Financial Accounts (i.e. Equity Interests in an Investment Entity).
L must treat custodian Y as its Account Holder. As Y is a Financial Institution (i.e. a
Custodial Institution) and Financial Institutions are not Reportable Persons, such shares
are not object of reporting by investment fund L.
For custodian Y, the shares held for A are Financial Assets held in a Custodial Account.
As a Custodial Institution, Y is responsible for reporting the shares it is holding on
behalf of A.

✒ CRS Commentary page 139-140

This clause is vital as it says to review the folowoing entities

a) Passive NFE

b) Controlling Persons of such Passive NFE, (and non-participating and
professionally managed investment entity)

c) whether any such controlling person is a reportable persons

✒ CRS Commentary page 147

This clause is vital as it says to review the folowoing entities

a) Passive NFE

b) Controlling Persons of such Passive NFE, (and non-participating and
professionally managed investment entity)

c) whether any such controlling person is a reportable persons

✒ CRS Commentary page 199

Controlling Persons are beneficial owners of Passive NFEs, not beneficial owners of FIs.

OECD CRS FAQ on FI's Equity Interest held by a FI trust

OECD CRS FAQ General Reporting Requirement page 2 Q.7 regarding look-through.
It states "entity", it doesn't state FI entity.

Why does the CRS specifically say not look through a Custodial
Institution to the Controlling Persons?

Custodial Institutions are generally huge brokerages or custodian banks such as
Charles Schwarb or Pershing (subsidiary of BNY-Mellon bank).
If trying to identiy the Controlling person of a CI, then no-one will be near the
Controlling Person threshold shareholdings of 25% (or 10% in some jurisdictions)
In that case the Controlling Persons will be deemed at senior management. That
doesn't help anyone for CRS.
Read my article "What is an SPV Custodial Institution for CRS? Is it possible to
determine the Controlling Persons?"

Cherry on the cake

Other major jurisdiction's CRS guidelines on how they handle the "look through" aspect
of the Implementation Handbook on Entity Equity Interest of FI trusts

Hong Kong IRD on the CRS treatment of trusts

Chapter 17 page 4 par 20

he equity interests are held by any person treated as a settlor or beneficiary of all or a
portion of the trust, or any other natural person exercising ultimate effective control
over the trust. The reference to any other natural person exercising ultimate effective
control over the trust, at a minimum, will include the trustee as an equity interest
holder. Further, a discretionary beneficiary will only be treated as an account holder in
the years in which it receives a distribution from the trust.
If a settlor, beneficiary or other person exercising ultimate effective control over the
trust is itself an entity, that entity must be looked through, and the ultimate natural
controlling person(s) behind that entity must be treated as the equity interest holder.
💯Currently, it is the understanding of the IRD that the term “entity” used here does
not include a person excluded from the definition of reportable person. ‼ 🎶🥳

Entities that are not reportable persons include all FIs

Using logic and following the CRS commentary that FI equity interest is not looked
through. The CRS commentary says "Where Equity Interests are held through a
Custodial Institution, the Custodial Institution is responsible for reporting, not the
Investment Entity".
The term “controlling persons” as applies in the context of passive NFEs will also apply
here, which also corresponds to the term “beneficial owner” as described in
Recommendation 10 and the Interpretive Note of Recommendation 10 contained in the
2012 FATF Recommendations.
Compare the CRS Commentrary plus Hong Kong IRD guidance which is clearly correct,
with the Swiss clowns at SIF who lump all FIs, which are persons excluded from the
definition of reportable person, as entities

Swiss CRS authorities are so incompetent

Swiss CRS authorities not only misinterpret the Implementation Handbook, but fail to
use their noggin in understanding the obvious that the Implementation Handbook
word "Entity", does not include FI entities.
The Swiss miserably fail to take into account the CRS Commentary page 178 par 71
which in states black and white "Where Equity Interests are held through a Custodial
Institution, the Custodial Institution is responsible for reporting, not the Investment
Entity"
The Swiss think don't understand that the Implementation Handbook, merely explains the
CRS in simpler language to assist in implementing the Standard.
Why do the Swiss think that the Implementation Handbook takes precedence over the
CRS and it's Commentary
In fact, the OECD CRS FAQ General Reporting Requirements Page 2 Q.7 states "The
Standard provides that where the settlor of a trust is an "Entity", Reporting Financial
Institutions must also identify the Controlling Person(s) of the settlor and report them as
Controlling Person(s). It doesn't say FI entity.

How do countries like Singapore guide on this issue?

Some countries like Singapore merely parrot verbatum the Implementation Handbook
that Reporting FI trusts must look through entities to identify controlling Person, without
opining if this entity is reportable or not.

They do not opine if the entities looked-through include reporting FIs

IRAS FAQs on the Common Reporting Standard - Singapore

Reportable Accounts

Page 19 D.7 Controlling Persons: Equity Interest holders in the case of a trust
that is a SGFI

In the case of a trust that is a Singapore FI, which are the parties that are regarded as
the holders of the Equity Interests (financial accounts of the trust)?
In the case of a trust that is a SGFI, an Equity Interest is considered to be held by any person
treated as a settlor or beneficiary of all or a portion of the trust, or any other natural person
exercising ultimate effective control over the trust. This means that where the settlor,
beneficiary or other person exercising ultimate effective control over the trust is itself an
Entity, the SGFI would be required to look through that Entity to determine the relevant
Controlling Person(s) who will be considered to be the Equity Interest Holder. In the conduct
of the look through requirement, SGFIs may rely on information collected and maintained
pursuant to AML/KYC Procedures. In respect of New Accounts, SGFIs must obtain a self-
certification, which may be part of the account opening documentation and confirm the
reasonableness of such self-certification based on the information obtained by the SGFI in
connection with the opening of the account, including any documentation collected
pursuant to AML/KYC Procedures. The AML/KYC Procedures applied by the SGFI must be
consistent with MAS’ AML/CFT requirements, which are in turn consistent with the FATF
Recommendations

Page 36 F.10 Where the Financial Institution is an Investment Entity, what are the
Financial Accounts that are required to be reported by the Financial Institution?

A Financial Institution that is an Investment Entity is required to report on its Financial
Accounts, i.e. the equity and/or debt interests in the Financial Institution, that are
Reportable Accounts. Please note that Financial Accounts that are held by a Financial
Institution that is an Investment Entity, as an Account Holder with a Depository Institution
e.g. its bank accounts with the Depository Institution, are not its Reportable Accounts.

Summary
Thank goodness jurisdictions like Hong Kong have their heads on straight and
understand everything

Unfortunately, if you're a Swiss trustee, you are going to have to wait for Swiss
authoritiesto pull their head out of their ass
At the very least, if youre a Swiss trustee, do not look through Custodial Institutions that
hold equity interest in FI trusts. If audited, show the CRS and Commentary.
If the Swiss muppets oblige FI trusts to look through all entities that are not reportable
persons then tell them you are not going to look through non-reportable entities such
as Regularly Traded Corporations, Government entities, International Organisations
and Central Banks.
This implies the Swiss are wrong and you should not guide that FI trusts are obliged to
look-through other non-reportable entities which are FIs.

=============================END=====================
=======
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