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Introduction 
 
The globalization makes easier for all investors to 
hold their funds outside of the residence country 
through financial institutions (FIs). However, this 
also results in increase of compliance requirements 
including tax obligations both in their home country 
and abroad. In the same time, information request 
on financial accounts of investors at the FIs has been 
a focal point for individual governments. 
 
At the international level, the OECD, as in many 
international tax areas, has become a pioneer on all 
forms of exchange of information and developed 
certain instruments in that area over the decades.  
In recent years, European Union and the OECD 
Global Forum on Transparency and Exchange of 
Information for Tax Purposes (the OECD Global 
Forum) have made much progress in improving 
transparency and exchange of information on 
request. 
 
In this regard, in order to protect their tax base 
countries have also showed an interest in developing 
mechanisms on the basis of the intergovernmental 
approaches such as Foreign Account Tax 
Compliance Act (so-called FATCA) enacted by the 
United States. 
 
Besides, regional developments have been observed 
and a number of European countries have 
announced that they have an intention to develop a 
multilateral agreement on the information 
exchange. The increase in the political interest at G-
8 and G-20 countries level has also contributed the 
developments in the exchange of information among 
the states, as well. 
 

 

 
  

  

What will OECD Common Reporting Standard-A Global FATCA like Regime Bring in 
for Financial Institutions? 

In the following period, the OECD proposed for a 
global model of automatic exchange in the 
multilateral context and it was endorsed by the G20 
Finance Ministers and Central Bank Governors on 
20 July 2013 and reinforced by G-20 leaders on 6 
September 2013 during the G-20 Saint Petersburg 
Summit. The Global Forum was also assigned by G-
20 countries to establish a mechanism to monitor 
and review the implementation of the new global 
standard on automatic exchange of information. 
 
At the 7th Meeting of the OECD Global Forum held 
in Berlin on 28 and 29 October 2014 it was 
announced that 98 jurisdictions have made a 
commitment to the automatic exchange of 
information under the OECD’s Standard for 
Automatic Exchange of Information in Tax Matters. 
  
Of those 98 jurisdictions, more than half have 
committed to exchange information as of 2017 and 
many will also follow in 2018. In addition, 51 
countries  have signed a Multilateral Competent 
Authority Agreement committing to exchange of 
information either in 2017 or 2018. 
 

Standard for Automatic Exchange of 
Information in Tax Matters  
 
The Standard was developed to create a global 
standard for the automatic exchange of financial 
account information. It consists of two elements: 
 

 
  

  
1 See the status of commitments by countries at 
http://www.oecd.org/tax/transparency/AEOI-commitments.pdf 
 
2 See the countries signed Multilateral Competent Authority Agreement at  
http://www.oecd.org/tax/exchange-of-tax-information/MCAA-
Signatories.pdf 
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• The Model Competent Authority Agreement, (We 
understand that it is considered as a template for 
intergovernmental agreements) and  
 

• The Common Reporting Standard (The CRS 
contains the reporting and due diligence 
standard which is basis of the automatic 
exchange of information. Extensive 
commentaries and guidance on technical 
solutions for information exchange are also 
provided in the Standard.) 

 

 

 
  

  

access to the financial accounts and income therein 
of taxpayers by the governments.  
 
The CRS has a wider implication than the FATCA as 
it focuses on the citizenship while the CRS focuses 
on tax residency of individuals and entities. 
 
The FATCA requires a registration with the Internal 
Revenue Service of United States unless being 
exempt or certified deemed compliant. On the 
contrary, no registration is required under the CRS 
unless not already registered with local tax 
authority. 
 
Most financial institutions unless specifically 
exempted as being lower risk are within the scope of 
FATCA. However, the CRS includes smaller local 
entities excluded under the FATCA. 
 
The FATCA covers the most of banking products 
(except low risky products), some insurance 
accounts and most of asset management accounts. 
Under the CRS, banking products and asset 
management accounts are generally similar to the 
FATCA but regularly traded exemption is removed 
in the CRS. 
 
Under the FATCA, there is a separate due diligence 
for pre-existing and new accounts, and for 
individuals and entities. Due diligence under the 
CRS is modelled on the FATCA, but there are still a 
number of key differences. 
 
It is anticipated that the number of countries joining 
to CRS will be consistent with countries which 
signed International Governmental Agreement with 
US for FATCA. CRS provides a concept of a “wider 
approach” which aims to enable FIS to obtain and 
store all the tax residencies of account holders and 
to rely on previously obtained self-certifications, 
which can then be used to report on the necessary 
accounts as new joiners join to CRS. By doing so, FIS 
would be eligible to use the information already 
collected during FATCA  
  

  

Although the CRS is not binding on the countries, it is 
expected that many jurisdictions will closely follow it 
while adopting local rules and regulations. 
Nevertheless, we believe that implementation will vary 
from country to country due to scope variations to be 
incorporated into local legislation. As a result, local 
expertise on the Standard would be necessary so that 
local requirements are appropriately performed by 
the FIs. 

Common Reporting Standard 
 
The CRS will have an impact on a greater number of 
accounts than the FATCA. It is clear that the CRS is 
an additional compliance burden on the FIs and will 
increase the cost of operating at global level. On the 
other hand, the CRS is modelled on the 
intergovernmental approach to the FATCA. 
Therefore, it might be relatively easy to leverage the 
FATCA processes and systems in use for the CRS 
even though there are considerable differences 
between two regimes.  
 
We understand that the data collected under the 
CRS is, to some extent, different and the number of 
clients within the scope is potentially greater than 
the FATCA. 
 

Similarities and Differences between 
the CRS and FATCA 
 
Similar to the FATCA, the CRS requires the FIs to 
play the central role and to provide  
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implementations and it would minimize the need for 
FIS to repeatedly ask account holders about their 
status. 
 

Due Diligence Requirements under 
the CRS 
 
Pre-existing and new accounts and individual 
accounts and entity accounts have different due 
diligence requirements under the CRS.  
 
Pre-existing individual accounts: The CRS 
does not specify the date when an account is to be 
classified as a pre-existing account as it leaves this to 
the countries entering into the agreement. It also 
does not specify a de minimis threshold for the pre-
existing individual accounts. It does, nevertheless, 
distinguish between high-value accounts and lower-
value accounts. 
 
Under the CRS, over $1million in value on the last 
day of any calendar year is regarded as high-value 
accounts and subject to paper records search and a 
relationship manager inquiry, based on six defined 
indicia. In terms of pre-existing lower-value 
accounts, if a financial institution has a current 
residence address for an account holder, it may treat 
the account holder as tax resident in that country. If 
no address is available, an electronic search again 
based on six defined indicia must be performed to 
determine if account holder is the resident for tax 
purposes of that reportable jurisdiction. 
 
In case any of the indicia are determined, account 
holder will be treated as a resident for tax purposes 
in that jurisdiction by the FIs. 
 
New individual accounts: The CRS requires the 
FIs to obtain a self-certification for new individual 
accounts from the account holder. This will help the 
FIs to determine whether the individual is tax 
resident in the respected jurisdiction. The FIs need 
then to conduct reasonableness check of the self-
certification. As the review  
 

 
  

  

of tax resident is finalized, no further action will be 
taken by the FIs provided that circumstances are not 
changed. The $50.000 de minimis threshold under 
FATCA is not available. 
 
Pre-existing entity accounts: The CRS does not 
also state the final date when the pre-existing entity 
accounts are completely classified but leaves it to the 
contracting states. For classification of entity 
accounts, a de minimis threshold of $250,000 is 
applicable for pre-existing entity accounts. Below 
this threshold, FIs do not need to classify the pre-
existing entity accounts. In case the account balance 
exceeds $250,000 in subsequent years, a 
classification will be required in that year. 
 
If non-financial entity (NFE) holds a pre-existing 
entity account, the FIs will be required to determine 
whether the entity is active or passive. In case the 
NFE is a passive entity, the FIs will be required to 
identify the controlling persons of such an entity and 
to determine their residency. Controlling persons 
can be identified by reviewing of documentation 
under existing procedures.  
 
New entity accounts: The FIs will be required to 
determine tax residency of new entity accounts. A 
self-certification is in general submitted by the new 
entity account owner. The FIs will check and decide 
on if the account holder is a financial institution or 
active NFE. For all other cases, the account owner 
must also submit a self-certification in order to 
determine its classification. There is no de minimis 
threshold available.  
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The CRS relies significantly on self-certification by 
clients. For the complex issues like tax residency will 
require local guidance while FIs accept self-
certification.  
It is anticipated that lack of a de minimis threshold for 
pre-existing and new individual accounts will 
significantly increase the number of clients who will be 
classified and reported by the FIs.  
We realize that the requirements of the CRS for pre-
existing and entity accounts are quite similar to the 
FATCA. However, considering the number of the 
entities that have cross-border operations, FIs will 
face with a great number of reporting requirements 
under the CRS.  
Depending on the local requirements, we believe that 
efforts required for the FATCA would be integrated 
with the CRS, particularly for high value accounts. 

Timeline 
 
As aforementioned, 51 countries have signed a 
Multilateral Competent Authority Agreement 
committing to exchange of information either in 
2017 or 2018 in October 2014. In this context, 44 
countries committed to early adoption and released 
a joint statement, stating that the CRS will be 
implemented from 2016 in the associated 
jurisdictions. Accordingly, early adopters will pursue 
the following timelines: 
 
• 1 January 2016: New account opening 

procedures to record tax residence 
• 31 December 2016: The due diligence 

procedures for identifying high-value pre-
existing individual accounts 

• 31 December 2017: The due diligence for low-
value pre-existing individual accounts and for 
entity accounts  

• 31 September 2017: The first exchange of 
information in relation to new accounts and pre-
existing individual high value accounts 

• 31 September 2017 (or 2018): Exchange of 
information about pre-existing individual low 
value accounts and entity accounts 

 

 
  

  

As it is understood from the timeline released by early 
adopters of the CRS, the FIs should undertake 
reporting between March and June of 2017 as the first 
exchanges of information will take place in September 
2017. 

Automatic Exchange of Information 
from a Turkish Perspective 
 
Turkey has concluded 80 bilateral tax treaties as of 
today and it is possible for Turkey to exchange 
information with its treaty partners under these 
treaties. For instance, Turkey as a treaty partner of 
Switzerland may require exchange of information 
from Switzerland under the Article 25 of Tax Treaty 
between Turkey and Switzerland. Article 25 of 
Turkey and Switzerland Tax Treaty allows on-
demand and spontaneous exchange of information 
including financial accounts information. This 
shows that Turkey can already require information 
on financial accounts of taxpayers from its treaty 
partner, Switzerland regardless of the restrictions in 
local legislations. Tax Treaty between Turkey and 
Switzerland, however, does not cover the automatic 
exchange of information.  
 
In this context, the Peer Review Report of Turkey 
released by the OECD Global Forum recommended 
Turkey to establish clear legal mechanisms 
empowering its authorities to obtain information for 
exchange of information purposes as the peer review 
determines that legal provisions enabling Turkish 
tax authorities to gather information for exchange of 
information purposes are not clearly provided in 
Turkish Law. 
 
Additionally, the Report indicates that Turkey 
should ensure that it takes all internal steps to bring 
all its exchange of information mechanisms into 
force expeditiously as it has been observed during 
the Peer Review that the ratification of exchange of 
information mechanisms takes on average about two 
years. 
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According to same Report, Turkey receives 
automatic information mostly from the United 
Kingdom, Denmark, Japan, the Check Republic, 
Sweden and Finland although it cannot accomplish 
automatic exchange of information for time being. 
On the other hand, Turkey has informed the OECD 
Global Forum that it is in progress of developing its 
legislation and infrastructure. 
 
Apart from the exchange of information regulated in 
the tax treaties in force, the CRS will bring an 
additional mechanism of exchange of information 
for the countries including Turkey. If we continue 
the example of exchange of information between 
Turkey and Switzerland, both states may not only 
consult the tax treaty but also the CRS provided that 
either both are a part of Multilateral Competent 
Authority Agreement or sign a bilateral agreement 
on the automatic exchange of information. 
 
On the other hand, an OECD and G-20 country  
Turkey has also involved in developing the CRS. 
Turkey has not signed the Multilateral Competent 
Authority Agreement in 2014. Nevertheless, it has 
committed to automatic exchange of information as 
of 2018.  
 
This indicates that Turkey has an intention to be a 
part of Competent Authority Agreement on the 
automatic exchange of information by signing it 
before 2018. That means that the above-mentioned 
explanations on the automatic exchange of 
information will also be applicable for the FIs 
operating in Turkey. 
 
In accordance with the explanations above, Turkey 
will need to adopt the CRS into its own legislation. 
However, there might be specific local requirements 
for the reporting although we expect that Turkey 
will closely follow the CRS while adopting it. 
 

 
  

  

In addition, considering ratification period of the 
Multilateral Competent Authority Agreement and 
technologic infrastructure for exchange of 
information, Turkey will likely be exchanging 
information by 2018.  
 
We are aware of that Turkey will commence a pilot 
project in the close future to generate required 
infrastructure. Thus, Turkey will be able to comply 
with its commitments of automatic exchange of 
information by 2018. 
 
On the other hand, the CRS is in silence for the 
retroactive issues but it is understood that pre-
existing and new accounts will be in the scope of the 
reporting. Therefore, it is also expected that Turkey 
follows the same understanding in its legislation on 
the automatic exchange of information. 
 
Consequently, the FIs in Turkey will most likely face 
with the reporting obligations as explained above. 

 
Next Steps 
 
It is clear that the business of the FIs in Turkey will 
be directly affected by the developments related 
with the CRS. For this reason, we recommend the 
following steps to be taken by the FIs: 
 
• Understand the CRS requirements 
• Evaluate the impact of the CRS to business 
• Compare the CRS requirements to existing 

FATCA requirements 
• Determine whether the CRS and FATCA are 

managed separately  
• Build stakeholder awareness 
• Establish internal communications 
• Plan CRS compliance efforts 
• Identify solution alternatives 
• Decide on reporting strategy and approach 
• Conduct reporting implementation 
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