FATCA & CRS FREQUENTLY ASKED

QUESTIONS

What is FATCA?

Foreign Account Tax Compliance Act (FATCA) is United States (US) Tax
Law aimed at curbing tax evasion by US citizens and residents through
the use of offshore accounts maintained outside the United States.

It requires Foreign (non-US) Financial Institutions (FFls) to identify their
US clients (both individual and entities) and report on their account
information to the Internal Revenue Service (IRS).

To simplify the implementation, US Government has introduced two
versions of Inter-Governmental Agreement (IGA) - IGA Model 1 and
IGA Mode 2:

e Under IGA Model 1, all the financial institutions within the
jurisdiction are considered as a deemed compliant FFl and are not
subject to any withholding requirements. Similarly the recalcitrant
customers are also exempt from withholding. The FFls are expected
to report to the local competent authority details of the US Person
and the competent authority reports the same to the IRS.

e Under IGA Model 2 all FFIs within the jurisdiction are also considered
as a deemed compliant FFl however, they are required to register
and report to IRS directly.

e FFls in countries that have not entered into an IGA are required to
register with the IRS and report directly.

What is CRS?

Common Reporting Standard (CRS) is a commonly used term for
Automatic Exchange of Information (AEOI) in Tax Matters. CRS
is published by Organization for Economic Co-operation and
Development (OECD) and supported by G20 countries. Article 6 of
the Convention on Mutual Administrative Assistance in Tax Matters
provides a legal framework for its implementation globally. The main
objective of CRS is to improve tax transparency through information
sharing about financial assets of tax residents of a country in other
jurisdictions participating in the CRS program.

What is the impact of FATCA?

FATCA is effective from 1 July 2014 and is expected to have an
impact on all customers of the Bank. All customers (Individuals and
Entities) onboarded on or after 1 July 2014 are required to provide
self certification of their US Status. Customers existing prior to 1 July
2014 are identified as pre-existing customers. A review of pre-existing
customers was performed by the Bank to identify US Person or Person
with US Indicia taking into consideration the guidance provided by the
FATCA regulations/IGA. If a customer is identified as a US Person or
Person with US indicia they will be required to provide additional US
tax forms to confirm or negate their US status.

Financial institutions dealing with the Bank will be required to confirm
their FATCA participating status and provide their Global Intermediary
Identification Number (GIIN).

Customer with US status or US Indicia who do not provide the
applicable US tax form will be classified as Recalcitrant. The Bank may
choose not to continue the relationship with such customers.

For more information regarding FATCA, please visit the IRS website
(www.irs.gov), or contact your professional tax advisor for advice.

What is the impact of CRS?

CRS is effective from 1 January 2016 for early adopting countries and
from 1 January 2017 for other countries that have signed up to CRS
and is expected to have an impact on all customers of the Bank. All
customers (Individuals and Entities) onboarded on or after start date
are required to provide self certification of their tax residency status.
Customers existing prior to the start date are identified as pre-existing
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FATCA & CRS FREQUENTLY ASKED
QUESTIONS

customers. A review of pre-existing customers is being performed by
the Bank to identify customers with tax residency status outside the
jurisdiction taking into consideration the guidance provided by the CRS
regulation as published by the OECD. If a customer is identified with
indicators of tax residency outside the jurisdiction, they will be required
to provide self certification to confirm their tax residency status.

Customer with indicators of tax residency outside the jurisdiction who
do not provide the self certification will be classified as Undocumented.
The Bank may choose not to continue the relationship with such
customers.

For more information regarding CRS, please visit the OECD website
(www.oecd.org/tax/automatic-exchange/common-reporting standard),
or contact your professional tax advisor for advice.

What is reported under FATCA & CRS?
For Individuals

The information to be reported includes:

e Name

e Address

e Country/Countries of Residence (for CRS Only)
e Tax Identification Number (TIN) or equivalent
e Account number

e Year-end account balance or value

e Interest paid during the period

Entities

In addition to the information to be reported for individuals, entities
identified as Passive NFE with substantial US ownership, the bank will
have to report the name, address and TIN of each of the substantial
US owners.

For CRS, the Bank is required to report on Active Non-Financial Entities
(Active NFEs) and Passive Non-Financial Entities (Passive NFEs) that are
identified as tax resident outside the Jurisdiction. Investment entities in
non-participating jurisdictions are also considered as Passive NFEs. In
addition to reporting the information highlighted for individuals, the
bank is required to identify the Controlling Persons of all Passive NFEs
and report the name, address and TIN of each controlling person.

Financial Institutions

Under FATCA, Financial Institutions that have not participated in
the FATCA program have to be reported under the “pool section”.
Information to be reported include the total number of non participating
Fls and the total amount of payment made to them during 2015 and
2016. This requirement is expected to be reviewed by IRS during 2017.

What is tax residency and how is it generally identified?

Tax residency is the country where the customer lives or is registered
for tax purposes.

The criteria of tax residency may be different from one country to
another. For individuals, tax residence in a country can be based on a
number of factors (one or more may apply) such as Nationality, number
of days you spend in a country, place of work, accommodation, family
ties and financial interests.

Typically, an individual will be resident for tax purposes in only one
country (the country in which they live), however, some individuals can
be tax resident in more than one country.
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For futher information on FATCA you may refer to the IRS website and on CRS to the OECD website.
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FATCA & CRS FREQUENTLY ASKED

QUESTIONS

Defined terms

Competent Authority

US person

Controlling Person

Entity

Active Non-Fiancial
Entity

Passive Non-Fianancial
Entity
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The institution identified by the
Governement as responsible for managing
FATCA/CRS in the jurisdiction where the
Bank is based.

e A US Citizen

e A US Resident (Green Card Holder or
by Substantial presence)

e A US Domestic Partnership/Corporation
e Any trust if:

e A court within the US is able to
exercise primary supervision over
the administration of the trust, and

e One or more 'US person’s have the
authority to control all substantial
decisions of the trust

The natural person who exercise control
over an entity:

e In the case of a legal entity, such term
means the Shareholder holding 10%
or above, the Senior managing official
or the Controller by other means.

e In the case of a trust, such term means
the settlor, the trustees, the protector
(if any), the beneficiaries or class of
beneficiaries, and any other natural
person exercising ultimate effective
control over the trust.

e Inthe case of alegal arrangement other
than a trust, such term means persons
in equivalent or similar positions.

A legal person or a legal arrangement
such as a trust.

An active Non-financial entity is any entity
that is a Non-Financial Entity if

1. Less than 50 percent of its gross
income for the preceding calendar
year is passive income (i.e. dividends,
interest, annuities etc.) and

2. Less than 50 percent of the weighted
average percentage of assets (tested
quarterly) held by it are assets that
produce or are held for the production
of passive income (i.e. dividends,
interest, annuities etc.)

Any Non-Fiancial Entity that is not an
Active Non-Fiancial Entity.

An Investment Entity located in a Non-
Participating Jurisdiction and managed
by another Financial Institution is also
treated as a Passive Non-Fiancial Entity for
purposes of the CRS.
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For futher information on FATCA you may refer to the IRS website and on CRS to the OECD website.
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FATCA & CRS FREQUENTLY ASKED

QUESTIONS

Financial Institution

Excepted Non-Financial
Entity

US Indicia

Form W-8BEN

Form W-8BEN-E

Form W-9

GIIN

Ahli United Bank B.S.C. does not provide tax advise. For your tax related enquiries, you may consult with your tax advisor.
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A Custodial Institution, a Depository
Institution, an Investment Entity, or a
Specified Insurance Company.

A class of NFEs that include publically
traded non-US companies, foreign
governments, international organisations,
foreign central banks.

Indicators of a person being “potentially
US person”. The presence of one or more
indicators does not confirm a person as
US person unless the customer confirms
his/her or the entity’s status using Form
W9. The indicators specified by IRS are:

1. US Nationality
2. Born in the USA

3. Green Card Holder or a person meeting
the substantial presence test

4. US Address
5. US contact number

6. Power of Attorney registered in the
name of a person with US address

7. Standing Instruction to transfer money
to an account with US address

8. Hold mail address as the only address
of the customer with the bank

For an entity, US Nationality and Born
in the USA is replaced by place of
incorporation in the USA.

A US tax form used to confirm Non US
status of an individual, in the event of
presence of US indicia

A US tax form used to confirm Non US
status of an entity, in the event of presence
of US indicia

A US tax form to be submitted by a “US
person” providing relevant details

Global Intermediary Identification Number
is a unique identification number issued
to financial institutions who comply in the
FATCA program
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