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Automatic Exchange of Information

Common Reporting Standard ("CRS"”) on Automatic Exchange
of Information ("AEoI”) has been introduced by the
Organisation for Economic Co-operation and Development
("OECD") as a worldwide tax transparency regime coming into
force in Malaysia in 2017.

As the world becomes increasingly globalised and cross-border
activities become the norm, tax administrations need to work
together to ensure that taxpayers pay the right amount of tax
to the right jurisdiction. Under the CRS, governments of the
participating jurisdictions agree to exchange information
automatically with one another on the information on financial
accounts held by tax residents in each other’s jurisdictions.

China and Malaysia are among those participating jurisdictions
to the AEol under the CRS. This would mean that the
Malaysian Inland Revenue Board may have access on the
information on financial accounts held with financial
institutions in China by both Chinese companies and
individuals whom are tax residents in Malaysia. On the other
hand, the Chinese tax authorities may also have access to the
financial account information of Chinese tax residents
maintained with financial institutions in Malaysia.

In this connection, we are pleased to provide you with some
related information.



Overview of Automatic Exchange of Information

.| What is
Automatic
Exchange of
Information
(“"AEol")?

AEol is a global methodology for the sharing
of financial account information relating to
offshore financial assets amongst tax
authorities and such information shall be
exchanged automatically and annually.

Financial institutions in the CRS participating
jurisdictions will act as an agent or conduct
to gather financial account information to be
reported to local tax authorities which will
then be transmitted to other tax authorities.

.| Who reports?

Under the AEol Rules, every reporting
financial institution shall identify the
reportable account from the financial account
maintained by the reporting financial
institution by applying the due diligence
procedure as specified in the CRS issued by
the OECD.

Reporting Financial Institutions

Depository Entities that accept deposits in
institutions the ordinary course of a

(e.q. banking or similar business
Commercial

banks)

Custodial Entities that hold financial
institutions assets for the account of

(e.q. others (20% or more gross
Nominee income)

companies)

Investment Entities (i) whose primary
entities business involves certain asset
(e.g. Asset management or financial
managers, services for or on behalf of a

unit trusts) customer or (ii) whose gross
income is primarily attributable
to investing, reinvesting or
trading in financial assets, if
the entity is managed by
another financial institution

(50% or more gross income)

Specified Insurance companies that
insurance issue or are obligated to make
companies payments for cash value

(life insurers) | insurance contracts or annuity

contracts

.| Who is

reported?

Reportable persons
A tax resident individual or entity in a
reportable jurisdiction.

Passive Non-Financial Entity (‘'Passive

NFE™)

e Any NFE that is not an active NFE

e More than 50% passive income

e More than 50% assets producing passive
income (e.g. dividends, interest, rents,
royalties and etc)




Controlling Persons

e Natural person who exercises control
(25%) over an entity
e In case of a trust, controlling person

means the settlor, protector,

beneficiary(ies). Similar application for
legal persons functionally similar to trusts
(e.g. foundations)

participating
jurisdictions

.| What is Information required to be reported in
reported? relation to depository accounts, custodial

accounts, equity or debt interest in an
investment entity, cash value insurance
contract and annuity contract held or owned
by individual and entity account holders and
controlling persons of passive non-financial
entities are as follows:-

Identification Account Financial

information |Information| Information

e Name e Account e Account

e Address number balance or

e Jurisdiction ¢ Name and value
of residence identifying| ¢ Interest,

e Taxpayer number of dividends
identification the and other
number financial income

e Date of birth institution generated

with
respect to
the assets
held in the
account
e Proceeds
from the
sale /
redemption
of financial
assets paid
or credited
to the
account
.| When is it Every reporting Malaysian-based Financial
reported? Institution ("MYFI”) is required to furnish a
return to the Malaysian Inland Revenue

Board ("MIRB") on or before 30 June of the

year following the calendar year

(commencing calendar year 2017). The MIRB

will then transmit the information to foreign

tax authorities of the other participating
jurisdictions by 30 September of the year
following the calendar year.

List of The status of commitments is as follows:-

First Year of Reporting - 2017

Anguilla, Argentina, Barbados, Belgium,
Bermuda, British Virgin Islands, Bulgaria,
Cayman Islands, Colombia, Croatia, Curacao,
Cyprus, Czech Republic, Denmark, Estonia,
Faroe Islands, Finland, France, Germany,
Gibraltar, Greece, Greenland, Guernsey,
Hungary, Iceland, India, Ireland, Isle of Man,




Italy, Jersey, Korea, Latvia, Liechtenstein,
Lithuania, Luxembourg, Malta, Mexico,
Montserrat, Netherlands, Niue, Norway,
Poland, Portugal, Romania, San Marino,
Seychelles, Slovak Republic, Slovenia, South
Africa, Spain, Sweden, Turks and Caicos
Islands, United Kingdom

First Year of Reporting - 2018
Albania, Andorra, Antigua and Barbuda,

Aruba, Australia, Austria, The Bahamas,
Bahrain, Belize, Brazil, Brunei Darussalam,
Canada, Chile, China, Cook Islands, Costa
Rica, Dominica, Ghana, Grenada, Hong Kong
(China), Indonesia, Israel, Japan, Kuwait,
Lebanon, Marshall Islands, Macao (China),
Malaysia, Mauritius, Monaco, Nauru, New
Zealand, Panama, Qatar, Russia, Saint Kitts
and Nevis, Samoa, Saint Lucia, Saint Vincent
and the Grenadines, Saudi Arabia, Singapore,
Sint Maarten, Switzerland, Trinidad and
Tobago, Turkey, United Arab Emirates,
Uruguay, Vanuatu

Examples on
how sharing
information
may take
place

Example 1
If a Chinese company or individual, who is a

non-tax resident in Malaysia, opens an
account in any local or foreign banks in
Malaysia, the information on financial
accounts of the company or individual may be
reported to Malaysian Inland Revenue Board
(“"MIRB") by the reporting financial institution
(“FI"). Subsequently, MIRB may transmit the
abovementioned information to the China tax
authority.

Example 2
If a Chinese company or individual, who is a

tax resident in Malaysia, opens an account in
any local or foreign banks in China, the
information on financial accounts of the
company or individual may be reported to
China tax authority by the reporting FI.
Subsequently, China tax authority may
transmit the abovementioned information to
MIRB.




Automatic Exchange of
Information
How does it work?
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If there is any inconsistency or conflict between the Chinese and English versions, the English
version shall prevail for all purposes.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee ("DTTL"), its network of member firms, and their related entities. DTTL and each of its
member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte
Global”) does not provide services to clients. Please see www.deloitte.com/my/about to learn more
about our global network of member firms.

Deloitte provides audit, consulting, financial advisory, risk advisory, tax and related services to
public and private clients spanning multiple industries. Deloitte serves four out of five Fortune Global
500® companies through a globally connected network of member firms in more than 150 countries
and territories bringing world-class capabilities, insights, and high-quality service to address clients’
most complex business challenges. To learn more about how Deloitte’s approximately 245,000
professionals make an impact that matters, please connect with us on Facebook, LinkedIn, or
Twitter.

This communication contains general information only, and none of Deloitte Touche Tohmatsu
Limited, its member firms, or their related entities (collectively, the “Deloitte Network”) is, by means
of this communication, rendering professional advice or services. Before making any decision or
taking any action that may affect your finances or your business, you should consult a qualified
professional adviser. No entity in the Deloitte Network shall be responsible for any loss whatsoever
sustained by any person who relies on this communication.
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