Guide to U.S. Investments for foreigners and the
Effect of FATCA
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Circular 230 Disclaimer: To ensure compliance with
requirements imposed by the IRS, we inform you that any U.S.
federal tax advice contained in this presentation is not intended
or written to be used, and cannot be used, for the purpose of (i)
avoiding tax-related penalties under the Internal Revenue
Code or (ii) promoting, marketing or recommending to another
party any transaction or tax-related matter(s) addressed herein.
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Chinese connections to the U.S.A. (1)
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Chinese commercial real estate purchases
in the U.S.A. totaled over $3 billion:
Tishman, China Vanke to Build 655-Unit
San Francisco Condo Tower

Hh ] 7 5 ] W) I 14 e b b 2 R AR 1 301436
JG, Tishman# 7 &} & 1F 6554 5. 7T 1)
IH4 1l 8 s

Chinese Investment in U.S. reaches $14
Billion in 2013: Shuanghui’'s $7.1 billion
takeover of pork processor Smithfield.

{E20134F, H[EAE 3L E#H 7k 2140143 7t
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Chinese connections to the U.S.A. (2)
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May 17, 2014: Baidu $300 million R&D
center in Silicon Valley with 200 employees.
20145 H17H, HEHR AR TR
1&20044 JiE A BT ot o

6,895 EB5 visas in 2013: 64% of Chinese
millionaires plan to leave China and 1/3 of
the super rich (those with more than
$16,000,000) have already emigrated.
201346,895 {3 EBSZFIE: 64% M EH
BRITUBR, =02 —HBRES (F
41600530 BaBR.

¥ Over 3,000,000 Chinese in the USA.

EREFEANBEE=H5/7.
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Growth of EB5 applications
EBS FIE HIIE K

EB-5 U.S visas issued to the Chinese

6,890
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& IRS

Department of the Treasury
Internal Revenue Service
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Tax rates - Single Filing Status
FiF - BL—H R E O

Ordinary Income Tax Rates:
— N BT AR AN 2R
10% on taxable income (A Fil& A) from $0 to $9,075, plus
15% on taxable income over $9,075 to $36,900, plus
25% on taxable income over $36,900 to $89,350, plus
28% on taxable income over $89,350 to $186,350, plus
33% on taxable income over $186,350 to $405,100, plus

35% on taxable income over $405,100 to $406,750, plus
39.6% on taxable income over $406,750.
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Tax rates — Individual
» Capital Gains: %ﬁ% - /I\A

AZN N
> Long Term (held over one year): 20% KN (FFE#EE1E) © 20%
» Short Term: normal marginal tax rates, maximum 39.6%
>RHION: EERLPRR R, &%539.6%
» Dividend: 39.6% unless qualified (20%)
iR 39.6% FRAR 2 (20%)
> Interest: normal marginal tax rates
AR EE T prp
»3.8% net investment income surtax applies to some taxpayers if adjusted gross income
exceeds certain thresholds ($150,000 and above for Married Filing Separately)

>3.8% R LT INAR, & T — S g B N A RSN [ e R BIE (FERZE T
HIRAESL R, 15753508 )

»Medicare surtax of 0.9% on wages or net-self employment income above certain
thresholds ($150,000 and above for Married Filing Separately)

> = AR IR O 5% 1110.9% 8k 19 H B NGB 1R e BIHE. (FE R ZE0 I R A 5 1
N, 15555 uEkbl B)
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Tax rates — Corporation

iR - A F]

» Corporate tax rate: 35%

> MV SRR : 35%

» LLC and S-Corp: passthrough: taxed like a partnership
> ARFTEATFNAT]: B FERBLTE1K
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Status — Individual

Fr-1AN

» Citizen

NN

» Permanent Resident (Green Card)
RAJEAEE (%R

» Resident Alien

ShFEJEAEE

» Non Resident Alien ("Foreigner")

S FEARERE (ORI
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Foreign Investor

HIME $3 B

Non Resident Alien = A non U.S. individual who is NOT a Resident Alien i.e.,
she does not reside in the United States.

ShFEAREREE = — AR E AR EFEED N, e HAE S FHEA
Resident for Income Tax Purposes:
FIT A9 18 Y Y S A

* Green Card: Lawful Permanent Resident

o SR AVEHIKAJEAEE

« Substantial Presence Test

o SEJFUPEAR AR

* Voluntary Election

o ikt

Foreign Corporation = any corporation that is not formed in the United
States or under the laws of the United States

A28 F] = AR AR ASEE 5 B T 1) 2 ) i ANAE SR R VR AR AV Rl 2 I

75 ]
=EEINESLM
HACOHEN
DeHeng Law Offices LAW OFFICES \ASr— 1



Substantial Presence Test

S5 P A A I 4

Under the Substantial Presence Test a foreign citizen or national will be considered a
U.S. tax resident if:

ESE A EAFAE I A — A E A REGE B RGBSR E RS R, Wk
*He is present in the USA for at least 31 days during the calendar year; and
HAE— A 23R R EEN

»183 days during the 3-year period that includes the current year and the 2 years
immediately before that, counting:

JF H3F A 183 R AL [H B N IX 3FEAFE S DL L ELE S FRI R E, THE:
—All the days he was present in the current year, and
—S A AR E BN H T
—1/3 of the days he was present in the first year before the current year, and
—EFEHAERESRNNH R =nr2—
—1/6 of the days he was present in the second year before the current year.
—H AL SR E BN B H BN 22—

A, RIERINE SR
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Substantial Presence Test (2)

S MEAFAE A (2)

Yuhong Wang was physically present in the United States 120 days
In each of the years 2011, 2012, and 2013. To determine if he meets
the substantial presence test for 2013, count the full 120 days of
presence in 2013, 40 days in 2012 (1/3 of 120), and 20 days in 2011
(1/6 of 120). Since the total for the 3-year period is 180 days, he is
not considered a resident under the substantial presence test for
2013.

Bl

THAE2011. 2012F120134F-H, BRAFESEE SLPRF7EL120K% . 782
HAE20134F /2 7533 /2 SE B MEAFAE MRS, B e 2401 AN 201 34F fE 13 1Y
120K, 20124F1F AN40K (120%*1/3) , 20114Eit AN20K, HT =4
] 430 oE NI [A] 180K, AL, MRAE20134 i) i 4 ik N A2
WAINE NE B R,
e BRI E S
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Substantial Presence Test — Exemptions

SE 5 A E I — #84

Exempt Individual

RN

Do not count days for which the foreign citizen is an
exempt individual. The term "exempt individual" does not
refer to someone exempt from U.S. tax, but to anyone Iin

the following categories who is exempt from counting
days of presence in the U.S.:

A MINE A REFR RN, HATREGOGHE R
RN ZADRIEFABHRE N NRGA T ZGFL, 1
%EE*&E?%%%¢%A%%W%%ﬁﬁﬁ%ﬁﬁw
JH 3
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Substantial Presence Test — Exemptions (2)

ST AR — e (2)

*An individual temporarily present in the United States as a foreign
government-related individual,

e ANE AN E BURF S TG I 76 3 3 A £ A

A teacher or trainee temporarily present in the United States under a "J " or
"Q " visa, who substantially complies with the requirements of the visa;

— NEIMEE Z N B EREERN, HEFA HLm Bk “J7 8 “Q”
SFUEF K

A student temporarily present in the United States under an "F, " "J, " "M, " or
"Q " visa, who substantially complies with the requirements of the visa; and

AT ESEE S, LR HSRR B “F7 407 M7 Hi# “Q”
SFUEH) LR

A professional athlete temporarily in the United States to compete in a
charitable sports event.

N EANIEF) SEIAERE TN N 1 58— BB aliE )
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Substantial Presence Test — Exemptions (3)
S AR - #R A (3D

Even if you meet the substantial presence test, you can still be
treated as a nonresident alien if you:

BIEPR A2 3 1 S A AR, AR A DTSR A v — A AR
JEERE, RIR:

v'Are present in the United States for less than 183 days during the
year,

v AR SE [E BN AT 183K
v'Maintain a tax home in a foreign country during the year; and
VIX R YEREE — D NRUT P e E A1

v'Have a closer connection during the year to that same foreign
country.

VIERX S 5 A E AR FFE R IR
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Substantial Presence Test — Exemptions (4)

ST AR - #5e (4)

For determining whether you have a closer connection to
a foreign country, your tax home must be in existence for
the entire current year, and must be located in the same
foreign country for which you are claiming to have a
closer connection.

RER R HINERIE N ERENIRARN K2, IR
AN FRAL BT A AE T 1A S — 384, iy H e pir b 23
DL F AL — MR FRAT B R R R R E KB
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Substantial Presence Test — Exemptions (5)

ST AR — #6e (5)

In determining whether you have maintained more significant contacts with
the foreign country than with the United States, the facts and circumstances
to be considered include, but are not limited to, the following:

FERSE IR 15 -5 M E IR FFE — N EL 35S E SN E 2B AR IS %, R EHAR
PN B S ANE DUR SN R Tu -

*The country of residence you designate on forms and documents;
URAERAE LSS B g A JE AT

*The types of official forms and documents you file, such as Form W-9 or W-
8BEN; and

URIHE BB 7 A DL RIZR A, B AnW-95R K5 B E WBBEN K %
=The location of:
=L A BT .

— Your permanent home,

— PRI AT

s BIERITE SR
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Substantial Presence Test — Exemptions (6)

I M- = Il 2=F R
L EAFAEI - F 5 (6D
— Your family,
NI
— Your personal belongings, such as cars, furniture, clothing, and
jewelry,

— Your current social, political, cultural, or religious affiliations,
— PRILERIHAS . BUR, XHEEZZNE

— Your business activities (other than those that constitute your
tax home),

— PREGRENEAT A (BR T B ARLEARNBE P Z D
— The jurisdiction in which you hold a driver's license,
— R I A A X

1818 2 U 2% B
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Substantial Presence Test — Exemptions (7)
S AR - #R 5 (7D

— The jurisdiction in which you vote, and

— PRI R E T X

— Charitable organizations to which you contribute.
— PROTER A 28 2R

Note: It does not matter whether your permanent home is a
house, an apartment, or a furnished room. It also does not
matter whether you rent or own it. It is important, however, that
your home be available at all times, continuously, and not solely
for short stays.

EE: WHRKAJEZ— RIS, — DA — KA
EFAEZ, [, RfAesE e AEE, IR, =
LW, VREJEFe —BERFeEr] I, A AGE IR .
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Substantial Presence Test — Exemptions (8)

ST AR — 5 (8)

You can not claim you have a closer connection to a
foreign country If:

RABEERRR G HNERFFE — D EINZH B R, WER:
»You have a green card application pending;

> PRS- HE IEAE SR

»Have started the process of applying for a green card; or
PIRCETTIE | g RHER, B

»Hold a valid green card.

> LA A A RERR
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Dual Status Aliens

- =\ T
XUEE S 43 A1 E N
You are a dual status alien when you have been both a U.S.
resident alien and a nonresident alien in the same tax year.

SURTE — IR A [R5 [ A2 3 A0 R AR & A3 2 AR N
IR VR e — 4 WU B 43 A N

In determining your U.S. income tax liability for a dual-status tax
year, different rules apply for the part of the year you are a resident
of the United States and the part of the year you are a nonresident.

FE— D RE G R, A E S R TR 56 B e
B LA LARI 3 B AR R0 0, CLUE IR IR 36 [ P 1S i 53 5%
The most common dual-status tax years are the years of arrival
and departure.

B s LU EE B (3 G i e A\ BT I B ) A T
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Dual Status Aliens (2)
X B E N (2)

For The Part of the Year You are a U.S. Resident Alien

For the part of the year you are a U.S. resident alien, you are taxed on
Income from all sources. Income from sources outside the United
States is taxable if you receive it while you are a resident alien.

FERXA LRI 5 B a2 A E N ER 7, UREI T WA R IR AR 24 2R
E%ﬁfﬁiﬁu%%WAm%wﬁﬁ,W%%%ﬁﬁﬁﬁ%~4E@
o

For The Part of The Year You are a Nonresident Alien

For the part of the year you are a nonresident alien, you are taxed on
Income from U.S. sources only.

%?2$E$%%%E$E@%%EA%“,W&ﬁ%g%ﬁ%WA%
BRAR -
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Foreign Investor — Subject to Taxation
AP ETZ BT — PR R

A Nonresident Alien who invests in the United States is subject to the
following U.S. federal taxes:

— APt S 1E B R JE AT AN E N2 DL 36 [ BRHSRE B DR AN R
1.Income Taxation - United States source income
1540 — 52 E SRIFEURN

2 .Estate Tax - United States Situs assets only (includes real estate)
2. A — DOE TR E R B (B AS

3.Gift Tax - real and tangible personal property with a United States
situs

3. 5L - AL SR E BN AA BRI B

1818 2 U 2% B
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Two sources of Income Taxation

PR TS B R IR

A nonresident alien's income that is subject to U.S. income tax must
generally be divided into two categories:

AR E AR ANEN BB AE D 32 [ BTGB 6 B — BB 3 o P Tl

1.Income that is Effectively Connected with a trade or business in
the United States including compensation for services performed in
the United States. Effectively Connected Income, after allowable

deductions, is taxed at graduated rates. These are the same rates
that apply to U.S. citizens and residents.

1. N5 S E BTN AL 2 B A sebplbk &, B0 38 [E B iRk 55
IR o FEHE T N BR B T B SEPRA RIS 5 REAR LT RE R R PR A -
X5 TSR E 2~ R fE A AR — 2

1818 2 U 2% B
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Two sources of Income Taxation (2)

PR P A BRIR (2)

2.Investment and other passive income: certain U.S. source income
that is Fixed, Determinable, Annual, or Periodical (FDAP) and not
connected with a U.S. trade of business. FDAP income is taxed at a
flat 30% (or lower treaty rate, if qualify, e.g., dividend, royalties and
Interest withholding rate under the U.S.A/China Income Tax Treaty is
10%) and no deductions are allowed against such income.

2 BEVERILAR I BRI s 4% 5 26 EORVERO B s . TR L AR BRI
P FLAS 5 3% [ L 28 5 ARG LN FDAPHS IS B 1 300% 52 L 22
Bl (B EMIOPERR, WITEF LR AR EL F, BE, i
KU FA 2 LR LK R AL 100%) LI 1 T HIBR 4.

Income from a U.S. rental property is NOT treated as
Income from a U.S. trade of business unless a special election is
made. M ] LIV 7 A5 RHSON S 3D A A 3 [ BT M 52 5 o
PSRN BRARRRAIIEZE

s EIERITE SR
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What is US Source
4 7& 32 [E RE

As a nonresident alien, you are subject to U.S. tax only on income from U.S. sources
which generally includes the following:

RN — M AFEEFESNEN, AR 52 ERIE I ABEREL, 1X— BN N2

1.Compensation for personal services performed in the United States regardless of
the location of the payor;

1785 [E B A S5 ARz, AN ST 3 [ BT et

2.Rents and royalties from leased or licensed property located or used in the United
States;

2.7 -5 [ 58 A B 5 T35 A ek P A AR e ) B 4 s P A 0 7 ) REL < R RlAS

3.Real Property Income and Gain: Income and gain from the rental or sale of real
estate located in the United States;

BABFFYNAIRIAG : RIE T 3¢ 58 A 1A Bl 1AL B B8 B AU AR )

s BIERITE SR
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What is US Source (2)
H2 2= E KPR (2)

4.Sale of Personal Property you have a tax home in the United States;
A&, URIESEE A R

5.Interest income: interest paid by a resident of the United States constitutes
U.S. source income, while interest paid by foreign residents is generally
foreign-source income.

S AR H 5 [ JE AL ST RO ALS A RS ERR WSO, i i ok B (R 2 SO
IR SN U — RN 70 RPN

6.Dividends paid by U.S. corporations;
6.3 [H 2~ m] AT RIS,

7.Alimony paid by U.S. residents; and
7 SR R SO RIIETR S, PLA

8.U.S. Social Security benefits

8. 3 [ 1)+t 2> PR [ A A

ay, RIEEIMESFZEAA
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What is US Source (3)
H A& ERPE (3D

Deferral of income does not change its nature: If you receive a bonus in
2014 for services that you performed in the United States in 2013, that 2014
bonus will still be treated as U.S. source business income even if you never
returned to the United States in 2014.

IEIBWATEA SRR M W RIRE2014F U 2] —E 2 & P VIR 201341
KE IR ST, AKX A20144 1) 2 G TR 7 5 ERIE I i MO
R /R 20144 YORTAT IR [R1 1 52 [

Income from trading in investments such as shares, securities or
commodities in the Unites States for a nonresident alien's own account is
not considered to be U.S. business income, unless the nonresident alien is a
dealer. This rule applies no matter how much trading activity the nonresident
alien has.

KRETHRHERZ 7, PHRAESSERIRESE, AOMEsracE mm o, N, fE
Zn— M AREAESNE N EH SR RSN, Ay R E R DN, BR
XA EEINE N2 — Dl AEAREEEINE NG Z D555,

BRI E A1 2 1 FH Y
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Real Estate

R

Income from US Real Estate held for investment:
KIETA T HRERIEE A FIBN

> Passive income and taxed at flat rate of 30% unless lower rate
applies under tax treaty

And no deductions allowed:

» Election to treat the income as being from a U.S. trade or business
and deduction allowed with net income taxable at the graduated rate
schedules.

Applies to all properties; no election to apply property-by-property

BEREIMESH

DeHeng Law Offices HACOHEN




Estate & Gift Tax
e 5 55

Applies to U.S. citizens and individuals domiciled in the United
States.

& TR E AR ACE BERERDA
Domicile is not residency
7E i FFAN A IEAE SR AT

Taxable value of the estate is the value of the property minus
liabilities and bequests to U.S. charities

IR H 358 A B 2 T 7 A AR B 25 B Ao A B 1) 5 1] 263 AL A ) et

i
40% Estate and Gift tax over US$ 5,340,000 (2014)
A0% 138 = AIE SR I 153400003t (20144)

Gy, EERIMESER
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Estate & Gift Tax (2)
wre 558 (2)

o Non-Domiciled Foreign Citizens:

v Estate tax on tangible property located in the United
States and intangible U.S. property such as shares
of U.S. companies

v'40% Estate tax above US$60,000
A RE JEINE A K

B ¥R E B NI TR 5t LU E R IR 5t 7,
RS [ 2 =] i icis e A

40% 15t = AR I T 6000035 JG

1818 2 U 2% B
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Tax returns

AN H i

o New York State and New York City
o ALIM AL

o Many states do not honor U.S. tax treaties

o MNEAT I EANFL 2L 2RI

o Different definitions of residency

o JEEE XA

Gy 1818 5B & B
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Filing Requirements

RER

++1040 NR on or before April 15 of the following year
fE4 115 H Bl Z Hi$2 22 1040NR

s»Extension through October 15

EKF10H15H

*+Only extension of time to file, not to pay

IE I PR 25 F A 1T A 2 5AY

s»Possible extension through December 15
AfREEK 212 H15H

Gy 1818 5B & B
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» Social Security Number (SSN)

ID Number

=

k= b

gl

» fh x5 (SSN)

* Individual Taxpayer Identification Number (ITIN)
o DAEL NS85 ATIND

Gy 1818 5B & B
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U.S. TAX BACKGROUND - REPORTING
5k BIB9S 1 SR #ioi

. U.S. tax payers (Citizens, Green Card Holders, certain Visa
Holders) are required to report worldwide income regardless
where they live.

REWE R, EEPBA (AR, GRETA. X
B SERA N 2 AR A BRISON

. In addition, U.S. taxpayers are required to file information
returns such as:

BeAt, SRIEGYBLNIE N = H R R RIS S .
* FBAR

 Form 8938 : Foreign Assets ([E4ME77)

 Form 5471: Foreign Corporation ([E#MAF])

 Form 3520: Foreign Trust and Gifts ( [E 4Mz 6 A1
5)

i, 1815 R T %
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FBAR - Who Must File an FBAR
FBAR — 1 s Zji H 4R FBAR

United States persons are required to file an FBAR if:

“EEIN” NHHHRFBAR, 1R

* The United States person had a financial interest in or
signature authority over at least one financial account located
outside of the United States;

“EEN” ERD—AEEZ I SRR P A 25 5 ek
TR and 3+ H.

* The aggregate value of all foreign financial accounts exceeded
$10,000 at any time during the calendar year to be reported,
e.g., $2,000+5$3,000+56,000.

I A < Rk i B S ELAE HR o S A A AR B Tk
10,0003 G, 15141$2,000+$3,000+$6,000

sess, 485G 13 | %
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FBAR Penalties
FBARA T,

Cy

Failure to properly report the foreign account on Schedule B of Form 1040
and to file an FBAR may warrant civil and criminal sanctions. The two
primary civil FBAR penalties are referred to as “non-willful” and “willfu

A TE1040B5% F IEAf H AR Hh K P S0 H A FBAR AT BE -5 2 R S5 A T
AL T, FBARMIFIR EBRIFLT NN “IEHE” A “HE”
The non-willful penalty is up to $10,000 for each negligent violation of the
FBAR filing or record-keeping requirements, and it may be waived if the
violation was “due to reasonable cause” and the amount of the transaction
or the balance in the account at the time of the transaction was properly
reported.

X BT S FBAR HH AR BIC s BEOR B 20, “IRdliE” ZRAL T v ] ik
10,0003 G Tk, WAl gefe T-Ab31, WAEAT NE “H T &3
JRER” I HAEARZ 5y sk 28 5 B 8 Bl - Y B AR 780 8 H i

III
.

g EEEFEINESI HACOHEN
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FBAR Penalties(2)
FBARAL 11} (2)

Willfully failing to file an FBAR can warrant both criminal sanctions and civil
penalties equivalent to the greater of $100,000 or 50 percent of the high
balance in an unreported foreign account per year — for each year (maximum
6) for which an FBAR was not filled.

“HOR T ASH IR FBAR AT BE R UM AT R FH AL 1T, 5 AL Y1) AH 24T 100,000
5 JCECR IR AN E K P B s R ERI50% (WL EZFHPHEKRE) —
SR HARFBARI B —4F (I =164F)
Willfulness is generally determined by “a voluntary, intentional violation of a
known legal duty.” The IRS' Internal Revenue Manual provides that willfulness
is demonstrated by the person’s knowledge of the FBAR requirements or
conscious choice to ignore coupled with his conscious choice not to comply
with them.
R —HEE X R R DA . IRSHY P T
E, “HUR” RN, FIIEFBARZEREA SR ML N B ER
1)1 FEANIE ST FBARFILE

g EERIPESF HACOHEN
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Green Card consequences of non compliance

AE A aR R Y JE R

e Under the EB-5 process an applicant is granted “conditional permanent
residence” for a two year period. At the end of the two year period assuming
that the conditions of the visa have been met the applicant can become a
permanent resident. For EB-5 visa holders, the failure to file FBAR’s could be
asserted as a failure to comply with U.S. law and be a reason for denial of the
Application to remove the two year condition to become a permanent resident

FEEB-SIIRE T, HHIE AR TR “ME kPR AR 7 o PRI R
Jo, AWM, HiIEARNKARER. XMEB-SZIUERFA N, WHIRKZ
FBARF] RERA I AT 2 [E A, S BUSOVKAE A HIE R .

* Lawful permanent residents who have pled guilty to charges related to the
filing of false tax returns that resulted in a loss to the government of more than
$10,000 have committed aggravated felonies involving fraud or deceit and are
subject to deportation (Kawashima v. Holder)

BRI SE RO AR B R R (5 BOBUM L $10,000 () B 2R ) [ 45
PENTR, BOHIEAE B SRVE B O (1 N E AR, 52 B HGE HY B AL T

(Kawashima v. Holder),

BEREIMESH
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UBS Settlement 19/08/2009
200948 H 19 H i 4R Fl i

*The landmark settlement was expected to provide a road map for the IRS as it
tried to clamp down on tax evasion by Americans who use offshore accounts.

KK, 2% HR R ST IRSHT o 26 it B K P sk BAT
%% 125 H— L

* UBS handed over 4450 names of U.S. clients to the IRS.

Hiig £ ] IRSAC HH I 445044 2 [ & 7 itk 44 5

* UBS paid fine of $780,000,000

AR SCAT T 7408 T R e $i1 K

Gy, EERIMESER
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Voluntary Disclosure — Why:

H B #x— N4
- Avoid severe civil and criminal penalties &4 ™ g {1t FS 55 A1 7R 35 4L 1

*The ability of a U.S. taxpayer to maintain a “secret” foreign financial account is fast
becoming nonexistent. & E AR AR “RAE” HhE S RUK P REE /) 1B SUEE TH K
- Foreign account information is flowing into the IRS through : #ME K (5 i8S DL T EiE
MIRS:

« The worldwide deployment of civil and criminal tax enforcement resources;

[ SR AT T SRR AT AT B8 VR ) e RV BT I

* The development of relationships with corresponding taxing agencies in other

countries;

55 Fipth B 200 LA S5 AL 0% 5K 2R B R e
- Treaty-based information exchanges; 252315 B8 #e
« The use of the civil summons process to seek the identification of account
holders in foreign institutions operating within the jurisdiction of the United States;

XHESREREX A ZE AN ENU ] RS, SRR FA NS 015

BEREIMESH

DeHeng Law Offices HAaCO I\_JIVEDHL .
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Voluntary Disclosure — Why: (2)
H I ER—- 94 (2)

* Indictments and investigations of foreign institutions and their
bankers such as UBS ($780 Million fine) and Credit Suisse in
Switzerland ($2.6 Billion fine), HSBC in India and Singapore and
branches of foreign banks in Switzerland; 2y A1E A 7NE LA SR
17, WUBS (7428 T HEtiie) MR (26443%cii®) , EIREE ¥
MYEHSBC, I ¥t AMEARAT 43 ST H LA

« The receipt of information from whistleblowers and
informants; M &% M2 NZREUE &5

« Cooperation from taxpayers, advisers, foreign banks, and
bankers who have been criminally prosecuted; #% =& TR |
) N 5. A EERAT ERAT K BB A

« Cooperation from taxpayers from OVDP participants who
identified their banks, bankers, advisers, and others; and ZnH &% &z
INF NS TR AR THIERAT . RATR . iR AR 77 DA

 FATCA regulations

. RIERINESAA

DeHeng Law Offices HAaCcO '\,_'V EDHL -




Criminal prosecution of Swiss bankers
TS e T ARAT X

sMARTIN SCORSESE rcruse

=== |HE WOLF

Jean-Jacques Handali (a/k/a/ Jean Jacques Saurel in The Wolf of Wall Street) of UBP Geneva

45 .ig-“"'.q";. ’?g 'l‘E 1? Ufﬁ $ % ﬁﬁ- !:leﬂ(;Flr:.T C? HE N
DeHeng Law Offices WOLF

L]




Voluntary Disclosure — WHY:
H 5 EE— N4

FBAR

Il

VOLUNTARY DISCLOSURE

!

DATA MINING & PROSECUTIONS

!

FATCA

®1ﬁlaéﬁﬁ$“ﬁﬁ H ac o S
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FATCA
EYAN QRN TRFRES

The Foreign Account Tax Compliance Act or FATCA, as it is colloquially known, was
enacted by the Hiring Incentives to Restore Employment Act on March 18, 2010,

CHEANIK PN FL VRS ) BRIFRFATCA, T (REBER)Y , T201053 H18H ik,

FATCA for individuals: FATCA%XE A

U.S. persons owning foreign accounts or other specified financial
assets must report them on a new Form 8938 which is filed with the person's
U.S. tax returns if they are generally worth more than US$50,000; a higher
reporting threshold applies to overseas residents.

A v 175 G e A E K P s A R e Bt i “ SR
W IRAESRAS S E OB F AR, FRARB8938%K s X it A i 3 FH B8 v A9 HR ik 1] R AEL

It also requires taxpayers to report financial assets that are not held in a
custodial account, e.g., income deriving real estate, physical stock or bond
certificates.

FATCAIL Z KRR N B AR AEORE K 5 A R a2 7, Bl A
ISP, KPR 5 IR RS
R EREATRE S0
DeHeng Law Offices R '\_,'VEDHL —
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FATCA(2)
AN T AN TR 2 (2)

FATCA for corporations: FATCA%L X%t =]

FATCA requires non-US financial institutions ("FFIs") and non-US
non-financial entities (“NFFESs”) to identify and disclose their US account
holders or become subject to a new 30% US withholding tax with respect to
payments of US source income such as interest, dividends, rents, salaries
and gross proceeds from the sale or disposition of US stocks and securities.

FATCAZE R IFEEH &ML ( “FFIs” ) A EIELE @A (
“NFFEs”) el S5 mA1nse B P #E N, 80 AT 58 B R IE RN,
WAE. 28] e, LTRSS E R B R LIRS R, #52—
HHI30%3E [E FiiHe i .

Banks 24T

Gy, RIERIDESER
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FATCA(3)
EZAOREALTRFESE)

Hedge Funds / Investment Companies X #1113 4:/#% 5% A ]
Pension Funds 7#& %4
Insurance Companies x5 &

In addition to complying with the reporting and diligence
procedures, a participating FFI is required to withhold 30% of any
"passthru” payments that it makes to "recalcitrant” account holders or
nonparticipating FFils.

T S R BRRRFE, 2 5 HIFFIBISRE S (% i
P A SRS SFFIsH
(LA it S TR 30%BL K.

Gy, EERIMESER
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FATCA(4)
IS AR S 22 (4)

FATCA for corporations: FATCA%! X} /3 H]
Full implementation in 2018, including:

T-2018F 41 SK i, FL¥E

v Registration with the IRS for Global Intermediary Identification
Number

ARSI ER T R0 565
v Identification of accounts for existing customers
HINIAE 25 7 B
v Revised account opening procedures to identify new US accounts
BT PR R AR OB B 5 E K
v Withholding on non participating banks and institutions
X ARZ 5 AR AT AL ) Tl
v Reporting of compliant and non compliant accounts
5 A LR SRR
A, RIERINE SR

DeHeng Law Offices HACOHEN
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FATCA(5)
MK T AN RIA SR (5)
For participating FFIs, investments will be needed in four key areas:
Z 5 B FFIs T AL VYA B 7 3T $N -

Documentation: capturing process changes and analyzing the
customer base.

A AR AR AR A R
Withholding: building systems for withholding on recalcitrant
account holders.

TigE: X “mipn” WA NEILTISE R St

Reporting: building and sustaining an annual reporting model for all
US individuals to cover account balances and gross payments.

R XPSREAN, JEILIFE DM ER ARG, WK RS

IS

i, 1815 R T %
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FATCA(6)
iEEAMNIK T AN AT 2 (6)

Legal: review all documentation like operating and lending agreements
RS WA U, A E R MY
The United States Congress Joint Committee on Taxation estimated that the

FATCA bill would raise $792 million of additional taxes a year in the next ten
years.

EEESBRECAE R RS, FATCAE R K HEEE T T2H
T35 TC IR -

Estimate of the costs to the private sector alone has been roughly estimated
at US$8 billion a year, approximately ten times the amount of estimated

revenue raised. The UK government has estimated that the cost to British
businesses alone will be £1 billion - £2 billion for the first five years.

XA AT A T N EEEE8012 55 T, K2y FT G AL i)+ 1 o B [
B PSS g [ Ak, AEFT LR A 10128 2012 9485 1 AR

i, 1815 R T %
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FATCA — Foreign Financial Institutions
FATCA - ShE 5 Rl

A Foreign Financial Institution is defined as any foreign entity that:

HME R — MR seis, K

*Accept deposits in the ordinary course of a banking or similar business;

ofE HH BERAT Mk 55 B HAth SR A 55 A RS s

*Hold financial assets for the account of others as a substantial portion of their business;
BB NI 57 et Bt AR D HL 55 S ot 7

*Are foreign investment entities, including entities that conduct certain investment and
asset management activities for customers, entities that are managed by other FFls and
the gross income of which is primarily attributable to investing, reinvesting, or trading in
financial assets, and certain collective investment vehicles with investment strategies of
investing, reinvesting, or trading in financial assets?;

o e HME BB SR, WRONE RTS8 ULCSEAT B B B SR, gt Ab o
[ LA e B H L SN T E TR T e B B, R EE B SR
, DARCR T E B~ MU 5T, BT Bl B2 2 O 150 B8 IO ) R e 4R B 3Bt ALY
AR

BEREIMESH
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FATCA — Foreign Financial Institutions(2)
FATCA - 4N E £ BlH LI (2)

*Are insurance companies that issue investment-like contracts or annuity
contracts; or

SR BT B R B 86 R IR 2 7
*Are certain holding companies or treasury centers that are members of

corporate groups that include FFls or that are formed by certain investment
vehicles.

e NE AL AN E e B B AR 18 % TR RO A =) S T B R 51 )RR
TE T 28 W) BCE T G

The definition of an FFl is broad and includes entities that would not typically
be considered to be financial institutions such as trust companies, investment
funds, hedge funds, certain family investment vehicles, foreign feeder funds
and insurance companies.

AE SRR E AERT 2, REFHIRZ IFA B N2 SR F
SR, HEUETE AT, WEHEE, MNiidisE, FENRERE TR, EHi
SCEF A VLS ARG A 7]

BEREIMESH
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FATCA — Foreign Non Financial Institutions

FATCA -#I X (AE) & Ft i L4

A Non Foreign Financial Institution NFFE is any foreign entity that is not a

financial institution.

FRAHME AL CNFFE ) JYAE e Rt B AR A1 B s
A foreign entity is an entity that is not a “U.S. person”.

S SRR “SEEENT BYSEAE

An NFFE generally will not be required to comply with the diligence and
reporting requirements applicable to FFls. However, in certain circumstances, an
NFFE may be required to identify and make a certification to a withholding agent
regarding US persons that own accounts or substantial interests in the NFFE.

RS ] < R A — FBOR W AN B SRR ST 1 T A [ < R LA BT R
AR 5o RMAEFR LTI T, ARA E e AL A] B8 2 4 BER A AEIX A
%Eﬁ%;@%ﬁ)ﬂ&)ﬁ B S BR oA B Ok 2R B 56 BN B A Im) TR B AR A R

1 0

BEREIMESH
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FATCA - Financial Account
FATCA - & EhliK F

« Any deposit account maintained by a financial institution

< R LAE) DR 5 AT ART A7 3R

* Any custodial account maintained by a financial institution

e RS DR A5 AT ART DR 8 K

/Any cash value insurance contract and any annuity contract
Issued or maintained by a financial institution

o & AT AA) 25 5 BRDRFF B AT ART 30 <B 4B O DR B [RI AR A 4 [
Some exceptions to the notion of financial account, e.g. (i)
certain savings account, (ii) term life insurance contracts, (iii)
account held by exempt beneficial owner.

SEbIK AN, (D REEERIK S, D ARG
A, i) HER 2t A AR K

i, 1815 R T %
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FATCA — Withholding
FATCA — T2

New Account Opening Procedures. Withholding agents under FATCA generally will
be required to implement the new FATCA account opening procedures by July 1,
2014.

I PR . $ BEFATCAHEAT TR FAREE MK 4 B SR AE 2014457 A 1 H 28T
FIFATCAT P R 7

Due Diligence on Pre-Existing Obligations. FATCA establishes that a "preexisting
obligation" is an obligation that is outstanding on June 30, 2014.

TS AFAE SRR 574T » FATCABAHA, TISEAFAE X 5528 1E20144F6 H30H
EAFELEI) L 55

First FATCA Information Report. The first deadline for FFlIs to file FATCA information
reports with the IRS is March 31, 2015 and will cover tax year 2014.

F— U FATCAYE Bk 25 - FFIs[A]IRSHE AL 5 — 1 FATCA{E B i 5 B PR /2 20154E3
H31H, iK% 20145 B &4,

BEREIMESh
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FATCA — Withholding(2)
FATCA — Tii$2(2)

Payments of FDAP income will be subject to FATCA withholding from July 1,
2014.

[E5E . Al E . EEECEDIYE (FDAP) YR NI SZAH# 201447 A 1H T
46 i N FATCA TR FR %5 %
Gross proceeds from the disposition of property that can produce US-source

interest and dividends will only be subject to FATCA withholding for
dispositions occurring after December 31, 2016.

Xt 0] A= A2 58 R Sk R 25 S 20 W e Ak B B S R URON . R T
REBTE20165FE12 H315 2 5 KA, A ZFATCATIHE X % .

FATCA will not apply, however, with respect to FDAP income derived from,
and gross proceeds from a disposition of, any "grandfathered obligations"

N1, FATCARANE A T, ARV B “HHAC%EZ” BIFDAPYR A, LA
N IETFATA] “HHAZSEK” B r=Ab B BTS2 BN .

i, 1815 R T %
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FATCA — Reporting
FATCA - .2

FATCA requires a FFl to track and identify all U.S. money on behalf of the
IRS. This includes ascertaining and disclosing to the IRS the'

FATCAE KR FRICRZE E R REEF B e A XE T 4. XOHFEE
A - 1) 3 [ [ B =) 4 25 -

*Name, Adress and Tax ldentification Number (TIN) of each account holder
that is a U.S. person;

A ERE AR R ERA T, ik, Bl

*Name, Address and TIN of each substantial U.S. owner of any account held
by a U.S. owned foreign entity;

EATASRBNE SR B SEBSR I A B2 5, sk, by

T

*Account number;

U

Gy, BIERITE SR
DeHeng Law Offices LAW
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FATCA — Reporting(2)
FATCA - 75 (2)

*Account balance or value; and

i S ZERFNME; LA

*Gross receipts and withdrawals/payments from the account.

M e RSO RV DL S Sk /A R

Substantial U.S. owners of foreign entities include any U.S. person

who owns directly or indirectly more than 10% beneficial interest in
a company, partnership or trust.

1 S F 92 7 2 AT 9 B o R B A ], ke
S FOAEI10% 2 2 BURAT A 3 H A

Gy, EERIMESER
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FATCA - PASSTHRU PAYMENTS
FATCA — “JHI” 2K

A portion of any payment made by a FFl will be treated as a passthru
payment, and therefore subject to 30% withholding, in proportion to
the ratio of the FFI’'s U.S. assets to its total assets (the passthru

percentage).

FRISCAT HUATAT R A — F o Rl Dy s kmt, DRt b = Tl 42
30% A0k, TRIGFFIF)SEIE 2 5 S B Hf] ¢ “d@d” Hoatl
) o

As the International Swaps and Derivatives Association (ISDA) notes:
] Fr L 55 i A TR < (ISDA) fa i

i, 1815 R T %
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FATCA - PASSTHRU PAYMENTS(2)
FATCA — “JE1d” 2KIi(2)

“the passthru payment rules could potentially impose US withholding tax
on an interest payment made by a British Bank’s London office to a
German Bank’s Frankfurt office if the German Bank is a nonparticipating
FFI and the British Bank is a participating FFI, provided the British Bank
holds any US assets in any of its global offices. The FATCA withholding
rate in such case is 30% times the passthru payment percentage of the
British Bank. The passthru payment percentage is expected to be
calculated at least annually by dividing an FFI's Total US Assets by the
FFI's Total Assets (in each case determined on a global basis).”
“H I IR I AT ge sk g E ARAT e B A E AR E AR TR 2 e AR I A =
SCAT AR R IR AE 26 [E FUHR LK, W REERAT 2 IEZ HFR, 1R E
WAT RS HFR, Bise B ARATE AR BRI A S FFE AT E 5177
£ LR IE LA, FATCATIHE K & 30% 3 DL oL [ 4R AT 1) “@id” Hatt.
“GEn” Horts R ADRFEITE, DIFRIRSE E B BR AFRIR R B (FE
B—1Ho0d, HULEIRELEE) .

smwa ’_@l‘_a" | a2
. EEERIMESFAR HACOHEN
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FATCA — CONTROVERSY
FATCA — F+i)

o EIERIMESZMHR

N2 DeHeng Law Offices

HACOHEN

FFFFFFFFFF

WOLF



FATCA — CONTROVERSY(2)
FATCA — F+13((2)
O Cost kA

O Capital flight. Strong incentive for foreign financial institutions to not
invest in US assets to avoid 30% withholding

BRI . AME SR SR KIS BB e B, PAIEE %30% K
TigE.

 Foreign relations. Forcing foreign financial institutions and foreign
governments to collect data on US citizens at their own expense and
transmit it to the IRS is controversial. There are also reports of many foreign
banks refusing to open accounts for Americans, making it harder for
Americans to live and work abroad.

HNZ I FR o 5RIE AMNE GBI AN SN B BURAE B 2RI EE 36 [E A IR AL
P&, FEIIRSALHI A G .

A EBIERIMESZAA
HACOHEN
DeHeng Law Offices LAW OFFICESZWA/OILF




FATCA — CONTROVERSY(3)
FATCA — 4+ (3)

L Citizenship renunciations. 1001 in first quarter of 2014, jump of 50%
(Tina Turner). 2,999 in 2013 and over 4,000 expected in 2014

AR AR, 2014 FE—ZFERF 10014, WMWK50% ( Tina Turner) ,
20134F299944, 201441140004,

O Workability: Complexity and postponing of the implementation
APAT M SR P A S AR

Gy, EERIMESER
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FATCA — CONTROVERSY(4)
FATCA — 5+13((4)
Russia's VTB to ditch Russia-based U.S. taxpayer clients

B BVTBERAT IR T HT IR EABAZ P
June 5, 2014

Reuters: Russia's second-largest bank, VTB, said it is phasing out business with
around 2,000 Russia-based individual and corporate clients that are U.S. taxpayers
ahead of a new law to fight tax dodging by Americans.

State-controlled VTB said it registered with the IRS in order to maintain compliance
with FATCA and would voluntarily abide by the legislation.

"However, as part of its prudent approach to managing risk, VTB's senior
management has instructed the group's entities to gradually phase out business
with clients, both individuals and legal entities, that are US taxpayers," VTB said.

VTB said it would phase out business with Russia-based U.S. taxpayer clients only;
those based in the United States are not affected.

Even at this late stage, Russian law and FATCA are incompatible — Russian banks

will be able to comply with U.S. law or Russian law, but not both, the head of the
Association of Russian Banks said.

1% 18 12 I 3 5 B o
DeHeng Law Offices LAW OFFICES WA/ COLF




FATCA — CONTROVERSY(5)

FATCA — F+13(5)

d  Technology:
PR
International Data Exchange System (IDES):
[ P () £ 5 28 #2480 (IDES)
FATCA data to flow on time but what about:
FATCAZIHE R m i, (HZ KT

> Encryption protocols? I & Wi ?

> Transmission securely?f& 422 4= ?

> Confidentiality? /L% 14: 2

> Use limited to tax issues?{X PR i 55 n] /8 {5 HH 2

P LU EET
DeHeng Law Offices

67



FATCA — IGAs
FATCA — BURFIR] P i

The United States Department of Treasury has published model
Intergovernmental Agreements (IGAs) which follow two approaches:

SR W B R AT T BURF TRl WSR3 PR 2

Under Model 1, financial institutions in the partner country report information
about U.S. accounts to the tax authority of the partner country. That tax
authority then provides the information to the United States.

75 1A R [ S R LR 1 18 1 2 A RO 95 LS 3 7 5 i /O A 8.
s e (RES P RIE R PN RESESE S EA EFS

Gy, RIERIDESER
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FATCA — IGAs(2)
FATCA — B 8] B (2)

Model 1 comes in a reciprocal version (Model 1A), under which the United
States will also share information about the partner country's taxpayers with
the partner country, and a nonreciprocal version (Model 1B).

77 S T BB (Model 1A), B SEERG + 518 B X0 26 1F E K9
FNRIER, FAEHERCA (Model 1B).

Under Model 2, partner country financial institutions report directly the U.S.
Internal Revenue Service, and the partner country agrees to lower any legal
barriers to that reporting.

Jrak2: LR R RN B EIRSHR 6, AR E R AT UL
R

s BIERITE SR
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FATCA — IGAs(3)
FATCA — B[R] 73 (3)

Jurisdictions that have signed agreements: C.2Z M IEEX

Model 1 IGA

Australia, Belgium, Canada, Cayman Islands, Costa Rica, Denmark, Estonia,
Finland, France, Germany, Gibraltar, Guernsey, Hungary, Honduras, Isle of Man,
Italy, Jamaica, Jersey, Luxembourg, Malta, Mauritius, Mexico, Netherlands,
Norway, Spain, United Kingdom

Model 2 IGA

Austria, Bermuda, Chile, Japan, Switzerland

BEREIMESh
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FATCA — IGAs(4)
FATCA — BUM 8] FipiX (4)

Jurisdictions that have reached agreements in substance: & 325 1E B %S
X

Model 1 IGA

Azerbaijan, Bahamas, Brazil, British Virgin Islands, Bulgaria, Colombia, Croatia,
Curacao, Czech Republic, Cyprus, India, Indonesia, Israel, Kosovo, Kuwait, Latvia,
Liechtenstein, Lithuania, New Zealand, Panama, Peru, Poland, Portugal, Qatar,
Romania, Singapore, Slovak Republic, Slovenia, South Africa, South Korea,
Sweden, Turks and Caicos Islands

Model 2 IGA

Armenia and Hong Kong

#1872 )i 3 % R -
DeHeng Law Offices FAW OFFICET WOLF




FATCA — Nepal
N VaRe
FATCA — JEJH/K
Katmandu.
IR AR
Issuing a circular on June 16, 2014, the Nepal Rastra Bank (the Nepali Central Bank)
directed all Nepali banks and financial institutions to provide bank account information of

US taxpayers living in or operating from Nepal to the Internal Revenue Service (IRS) of the
United States

The Nepali central bank issued the instruction following enactment of the Foreign Account
Tax Compliance Act (FATCA) 2010 in the US, which requires non-US financial institutions to
report about income of US taxpayers worldwide. This means all financial institutions in
Nepal must send bank account information on US taxpayers to the US government.

BEREIMESh
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FATCA EFFECT
FATCA X4
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FATCA Effect(2)
FATCA R (2)

U.K. Banks refuse to do business with Americans

5 [ WATIH A 52 E NAE =

The Netherlands: Private wealth management firms ask
American account holders to leave

fif == : ANV 8w 55 E K P R NS T
Switzerland: Major banks close U.S. departments.

i KERAT RIS EH & T

G 181812 FE % B
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FATCA Effect(3)
FATCA %M. (3)

Other countries: HAh [E ¢

S

v'U.S. persons preferred not to be directors in
foreign companies.

it el AN 326 56 [N 9 A E A F =

v accounts frozen or closed
{5 45 B R A K

v’ sale of securities portfolio
MR RHE

v no release of money even after signing of W-
9 statement and FATCA statement

RS T \W-9RFATCAFE B4, AR

G 181812 FE % B
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FATCA Effect - China
FATCA R — H [E

South China Morning Post

Monday, 12 May, 2014: Fatca dealt with, but clones of tax evasion law may
emerge

201445 H12H il —: FATCACZ ZEH Mk, (H AR RERIIL S A] A2
3
Since many Hong Kong-based financial firms and private banks are targeting wealthy

mainlanders as clients, they could be severely affected if China introduces its own
version of Fatca.

The implications for their reporting and compliance efforts would be even broader than
in the case of Fatca, because of the numbers involved.

In March, China's deputy tax commissioner, Zhang Zhiyong, said the mainland needed to
step up its international tax collection efforts and to take part in the international
exchange of information to curb cross-border tax evasion.

The Hong Kong government may now need to turn its lobbying efforts, successful in the
case of the US, towards Beijing for exemptions from a Chinese Fatca.

BEREIMESH
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FATCA Effect - China(2)

FATCA 3N — H[H (2)

Order of the PRC State Council No. 642 outlining the "Decision of the State
Council on Amending the Measures for Reporting of Statistics on International
Receipts and Payments".

E 55 B 6425 @Mk 1 “ESSBik TR (ERBSGLGT Bk IMED) BIRE” HIRER

Reporting requirements under Circular 642 are imposed on PRC Residents, as well
as non-PRC residents carrying out economic activities within the PRC.

F T E B E R RAEF EIT A GFFESMAET EERN S, EH5k4$6425 TR G

XG5 e s

WHO ARE PRC RESIDENTS: #EHEHER

« Individuals residing in the PRC for one year or more 7&H [E 1% P JE B 1E DL I

- PRC nationals staying abroad for a period of less than one year;+ [& £ # 1 [E A 5
(FESEA B I 1A AN 15D

« PRC incorporated enterprises (including foreign-invested enterprises and

foreign-invested

financial institutions); 7E A 35 9K 122 0L B LMy N CE AR %3 Al L A
SRR
G B1ERITE S .
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FATCA Effect - China(3)
FATCA R — = [ (3)

 Representative offices and branches of foreign legal persons
(excluding the offices of

international organizations, Embassies and Consulates); and #}#
IR NIRRT A= LRy AU (FEBRE BRALZR, AE4EE A I0 =)
 PRC state authorities (including PRC Embassies and Consulates

abroad), PRC organizations H [E [EZ A /7HLO¢ CRLdE A B 3 /ME 4 TE
), R EEA

WHAT:
« Economic transactions between PRC residents and non-PRC

residents 7£ A1 [E & B P AR A [ & B Z TR 2257 58 5

« The status of foreign financial assets and liabilities of the PRC %4}
] <= ik 5 7 PR AS LA A ] ey A 5 A 0

G EIERIEE S A HACOEHEN
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FATCA Effect - China - Circular 642
FATCA X -- H[E - 6422

Non-PRC residents carrying out economic activities within the PRC:
12 E 5 N T e 2 Br i sh AR [ E R

* Foreigners buying real estate in China?

[ e S 55 i (R A1 TN 2

* Foreigners investing in China?

P E B R E N ?

* Foreigners providing consulting services in China?

75 [ SR Al i S5 A LA 2

N c Lo E=EFEIMES HACOHEN
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FATCA Effect: From FBAR to the OECD
FATCA M : MUFBARZI & 2H 2
FBAR

4

VOLUNTARY DISCLOSURE

DATA MINING & PROSECUTIONS

TAX INFORMATION EXCHANGE AGREEMENTS
. RERIDE S
¢ 3

80 DeHeng Law Offices LAW




Tax Information Exchange

i 5515 B AT #it

Bilateral: X{iZ

Double Taxation Agreements (DTA): & 50 X0 A P 1Y

> Clause in agreement to prevent double taxation 515 H 4% 2k Go X E R

> OECD Model Convention OECD{E <

» UN Committee of Tax Experts Model Convention

» Nordic Countries : Denmark, Faroe Islands, Finland, Iceland, Norway and
Sweden. Automatic exchange on income and ownership of real estate

» Mexico and U.S.A. : Non-US resident interest income

» Switzerland and U.K.: Swiss authorities are set to implement an agreement
for a monthly exchange of information to the UK tax authorities. The
agreement signed in April 2012 calls on the Swiss authorities to provide

information on income and gains derived from investments held by UK
taxpayers in Swiss banks.

» Tax authorities of the U.S.A., the United Kingdom and Australia have
announced a plan to share tax information involving companies and trusts
holding offshore assets of taxpayers under their respective jurisdictions.

BB =S
HAaCD
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OECD MODEL TAX CONVENTION ON INCOME AND CAPITAL

KT UANT B A FJOECD BN P 7E Y A
Article 26 EXCHANGE OF INFORMATION

55265k 15 H AT

1. The competent authorities of the Contracting States shall exchange such information as is foreseeable relevant for carrying out the provisions of this
Convention or to the administration or enforcement of the domestic laws concerning taxes of every kind and description imposed on behalf of the Contracting
States, or of their political subdivisions or local authorities, insofar as the taxation there under is not contrary to the Convention. The exchange of information
is not restricted by Articles 1 and 2.

2. Any information received under paragraph 1 by a Contracting State shall be treated as secret in the same manner as information obtained under the
domestic laws of that State and shall be disclosed only to persons or authorities (including courts and administrative bodies) concerned with the assessment or
collection of, the enforcement or prosecution in respect of, the determination of appeals in relation to the taxes referred to in paragraph 1, or the oversight of
the above. Such persons or authorities shall use the information only for such purposes. They may disclose the information in public court proceedings or in
judicial decisions.

3. In no case shall the provisions of paragraphs 1 and 2 be construed so as to impose on a Contracting State the obligation:

a) to carry out administrative measures at variance with the laws and administrative practice of that or of the other Contracting State;

b) to supply information which is not obtainable under the laws or in the normal course of the administration of that or of the other Contracting State;

¢) to supply information which would disclose any trade, business, industrial, commercial or professional secret or trade process, or information the disclosure
of which would be contrary to public policy (ordre public).

4. If information is requested by a Contracting State in accordance with this Article, the other Contracting State shall use its information gathering measures to
obtain the requested information, even though that other State may not need such information for its own tax purposes. The obligation contained in the
preceding sentence is subject to the limitations of paragraph 3 but in no case shall such limitations be construed to permit a Contracting State to decline to
supply information solely because it has no domestic interest in such information.

5. In no case shall the provisions of paragraph 3 be construed to permit a Contracting State to decline to supply information solely because the information is
held by a bank, other financial institution, nominee or person acting in an agency or a fiduciary capacity or because it relates to ownership interests in a
person.

EERIMESZER HACOHEN
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Tax Information Exchange

i 5515 B A

Bilateral: X{iZ

> Tax Information Exchange Agreement (TIEA) Filltf5 B AZ #etip il
» Complement DTAs

» For use with countries for which there is no DTA because for example
they have no or low taxes on income

» Usually narrower in scope than DTAs but more detailed on the
exchange of information

» The more the better, less regarded as tax haven: UK Crown
dependencies (Isle of Man, Jersey and Guernsey) with Danish Crown
Dependencies: Greenland and Faroe Islands

> Mutual Legal Assistance in Criminal Matters 7EFH 25 4 10 &]1vE H B
» some exclude tax matters

> U.S. Qualified Intermediary (Ql) F. 443 B & 5 A [a] A\
» Foreign Ql needs to report to the USA about U.S. persons investing in
the U.S.A. through that QI

EERIMESAh
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Tax Information Exchange

L B R

Multilateral: 214

> European Union’s Savings Directive KX Y3 it & 154
» Limitations: only interest
» Automatic exchange

» Opt out of information exchange and withholding tax for some jurisdictions such as
Austria, Belgium, and Luxembourg.

> The Convention on Mutual Administrative Assistance in Tax Matters

> (EBLSS AT F AT ECE B MY
» Counsel of Europe and OECD
» More than 50 countries have signed

» European Union finance ministers meeting of September 13 and 14

> JUH 13114 H B RK B BGER K 21k

» European Union finance ministers met to discuss a system for an EU-wide automatic
exchange of bank account information, among other issues.

EERIMESAh
DeHeng Law Offices LAW
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Tax Information Exchange

%ER{EI I )Cil:ﬁg
> G-20 meeting of September 5 and 6, 2013 20134 /1. A 516 H ) G201& <>
» Endorsement of OECD proposal for global model for automatic information
exchange for tax purposes.

» Automatic sharing of tax information by the end of 2015
» China was last one to sign

> OECD’s Common Reporting Standard OECDH]—Mfk 5 b

» 44 countries

» Declaration on Automatic Exchange of Information in Tax Matters

» Committed to the new single global standard for the automatic exchange of
information between tax authorities as established in G-20 meeting
September 2013

» The information on new accounts and pre-existing individual high-value
accounts will be exchanged by the end of September 2017

» All other account information will be exchanged by the end of September

2018

EERINESFS AR HACOHEN
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Automatic Exchange of Information

Bi o515 8 H sl

Shift to an international standard on automatic exchange of tax information
has been accelerated by FATCA

FATCATINIE 1 B 5515 12 B S 2 Bty [ B v (1) 5 1]

Automatic exchange of information involves the systematic and periodic
transmission of “bulk” taxpayer information by the source country to the
residence country concerning various categories of income (e.g. dividends,
interest, royalties, salaries, pensions, etc).

It can provide timely information on non-compliance where tax has been
evaded either on an investment return or the underlying capital sum even
where tax administrations have had no previous indications of non-
compliance.

BEREIMESH
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Automatic Exchange of Information

Bios 15 8 H sl

The information which is exchanged automatically is normally
collected in the source country on a routine basis, generally through
reporting of the payments by the payer (financial institution, employer, etc).

Automatic exchange can also be used to transmit other types of
useful information such as changes of residence, the purchase or
disposition of immovable property, value added tax refunds, etc.

Information may be transmitted electronically or by CD ROM:s. If the CD
ROMs are sent by mail, it must be done via an international registration
system where a mail tracking function is in place.

BEREIMESh

DeHeng Law Offices LAW




Automatic Exchange of Information

AJ A TN — - .
iS55 B B ah a8
1. Payer or paying agent collects information from the taxpayer and/or
generates information itself .

PR BEE A RN AR N TR AR B 1015 B/ 80 H A A E B
2. Payer or paying agent reports information to the tax authorities.
PR B A RN AR A 55 MR 1515 B
3. Tax authorities consolidate information by country of residence.
SR CAEAEE N BA SR —1(E R
4. Information is encrypted and bundles are sent to residence country
tax authorities.

SR, 15 BBMRIRS JEAT E RIS PR
5. Information is received and decrypted.
& BB O R
6. Residence country feeds relevant information into an automatic or
manual matching process.

JE AR R AH 5SS Bk 2s B 2 el T3 LIS A
7.Residence country analyses the results and takes compliance action as appropriate.

J A [ o0 A 45 R IFALS DU B & A AR

mERIMEFZEA HACOHEN
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Butterfly Effect
g O AT .

EIERIPSEFZH
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gy, BIERIMESER

Butterfly Effect
gl W 2S5 o7

FBAR

4

VOLUNTARY DISCLOSURE

DATA MINING & PROSECUTIONS

TAX INFORMATION EXCHANGE AGREEMENTS
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Butterfly Effect — FATCA as a new Global Standard
ARE SR — FATCAYE AHT IR Bk 1

How one small tax form is changing the world of International Taxation, Finance and
Banking

/NN BB ER TR AT 502 I BT <Rt R AT 5
» 100 Swiss banks sign agreement to hand over information to a third country
— B RAT AR VA 2R = AL HAE S

» Americans are persona non grata in the world of banking and company
Mmanagement

EARAT M A mE RS, el AN BONANSZXAE )N

» Criminal prosecution in several countries because of data sharing
HFEdE =, EJDEZER 7 HHEEF

» FATCA has global effect from fund managers in Kuwait until banks in Greenland
MBI I 2 22 BB 2 == By 4RAT,  FATCARY A BRAK N,

> Tax havens no longer tax havens Fi it K 5 A F & F i ok &

» New industry providing FATCA services such as consultants, lawyers, accountants
and software companies

TRALFATCAARSS Bk, dnfBtiel . 0. S THImATER A 22 =]

EERIMESAh
DeHeng Law Offices SR '\,_'VEDHL =
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From FBAR to Twice Cooked Pork ([BlEHA):

FBAR

4

FATCA

Investments in the U.S.A.

Shuanghui’s $7.1 billion takeover of pork processor Smithfield

gy, BIERIMESER
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o] &8 A a/k/a FATCA consequences for China
i [E| BIFATCAZE

Corporations: A ]
»>U.S. investments in China 3 [E7£ # [H f)#% 5%
> Signatory authority for a U.S. tax payer? 3 [E 4451 A )25 740 ?
> U.S. director? EHFEH
> Registration and Reporting to the IRS  [A]IRSYF /i Fl1 HE
> Reporting to Chinese Authorities ] /[ [EHL5¢ F i
> Chinese investments in the U.S.A. 1 [E[7F 3 B 1 5%
> Fatca withholding taxes FATCATHHi
» Reporting by the IRS to China about US accounts/investments?
IRS A 7 [ Fik 7 55 [ K A 52
» Compliance costs &l

sess, 485G 13 | %
. EIERINEF A HACOHEN
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o] §A A a/k/a FATCA consequences for China(2)
i [E HIFATCAZE B (2)

> Joint Venture with US corporation in third country F13& [H /3 7] £ 58 = [
TR (S5 i
> Fatca withholding taxes FATCATI#Hi

» Reporting to the IRS and subsequently to China about the
Investments

FIRSHR H BTG, R R E RS
» Risk that one non-participating FFI in a series of transactions could

cause other FFls to incur 30% withholding tax. £ R&%)3 5 HH —
MR Z HFFIsh] g 5 BUHAR FFIs K 52 30% T & Fi -

i, 1815 R T %

DeHeng Law Offices LAW
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o] &4 X a/k/a FATCA consequences for China(3)
H E BIFATCAZE R (3)

Individuals: ™A

»EBS5 immigration: pre immigration tax planning, wealth management,
estate tax, PFICs, FBARs.

EBSHE: % IRATIHIBLS L, W'EEH, #/~8, PFICs, FBARs.

»Green card holders/citizens in the USA or China: comply with FBAR and
FATCA

16 36 H 5 [ 2 R A NIAR: i 5FFBARMIFATCA
»Reporting by the IRS to China about US accounts/investments
IRS 7] H 9 o 5 B P 19 %

Gy, EERIMESER
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0] 53 A

Worldwide automatic exchange of information; 173 [ (1115 B, B 8128 #r

Hong Kong

Singapore

Switzerland

U.S.A.

European Union

BEREImESM

DeHeng Law Offices LAW
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FATCA — FOR LAWYERS
FATCA — &1 %4

v’ Escrow accounts for American clients A% [E % P L5 IK P

v" Escrow account for non American clients if Trustee is American
v OhAEREZE PFEER S, WRZEANZEREAN

v Company bank accounts 2 &) R 47K /-~

v’ Signatory authority for U.S. employees? A& H Jig 7125 7% L
v' Due Diligence on ultimate beneficiary? &2 a5 N R ER A 2

v’ Clients to apply for FATCA GIIN numbers or avoid doing business with
the U.S.A.?

v 2% HIBFATCAZ 51L& iR AES (GIND Bl
53¢ BER AR AR

g, EIER TR SR
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FATCA — FOR LAWYERS(2)
FATCA — £ X132 (2)

v’ Avoid assisting tax evasion, e.g. buying real estate with clients’
undeclared funds

VOISR BIIEERL, BIAn: P2 R B AR B < SEAN B

v’ More paperwork in different jurisdictions 7/~ [F]& 34 T 5 £ [ X
AR (G

v’ Have you assisted U.S. clients opening bank accounts outside the

U.S.A .e.g., Hong Kong, Singapore, Switzerland, Luxembourg,
Liechtenstein

v REFENL % 7 2 E AN R T S, Bl w5
bk, B, SRR, SR

Gy, EERIMESER
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FATCA — FOR COMPLIANCE OFFICERS
FATCA — £FXH54s £

FATCA RESPONSIBLE OFFICER (FRO):
FATCATTfE AN 5% (FRO) :
v’ Learning curve of complex intricacies of FATCA
v\ RTFATCAK 5 1 B 57 > HiF 28
v" Coordination between legal, operations, tax, accounting and

technology departments; Coordination between CEO, COO, CFO, CLO
etc.

V EESER], BEET, BSSERTT, T A AR R T 2 ]
Whifl; 7ECEO,CO0,CFO,CLOZ: 2 [a] P i

i, 1815 R T %
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FATCA — FOR COMPLIANCE OFFICERS(2)

101

FATCA — £ X7555 3% (2)

v' Review legal documents such as operating agreements;
v SRR, BlarE iz Pl
v’ Personal liability: Model 1, possibly. Model 2: yes
v NANFHE: L, AlRE. B2, HRE.
US$250,000 and 3 years in jail 2500003 4> 5534 i 2%
“*Indemnification by FFl FFIF IR
v Qutsource/outside counsel?7hal /4 E 43 )
v FRO # US person: Form 5471 - disclosure of FFI’'s ownership

v'FRO # £[E N: 54714 S EEFFIFFTA R

i, 1815 R T %
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Butterfly Effect
g WO 2K .

Baidu $S300 million R&D center in Silicon Valley with 200 employees:
B AR 534038 TUAE AR 18 3E )45 20044 Jie 51 BT 0

v" Chinese employees relocated to California are subject to US federal and state
worldwide taxation

A% Jm BTN A A ] e 53 5 Dt 25 BRSO G5 5 ] BB S B3t A H A3

v' Chinese employees relocated to California are subject to FBAR reporting for
their own and corporate accounts and other financial assets such as income
deriving real estate, companies etc.

B FR B0t of e AT i1 S 2 RO P B B i
, WDRIRT AR, AR, HHRFBAR.

v' Payments from the USA to PRC subject to FATCA regulations and possible
withholding tax if applicable

M B S A 3 v [ R OS2 FATCARI L, B SRaE AT RE P 2R T A
R ERE YIS g
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