
TH
E B

A
N

K
IN

G
 LAW

 JO
U

R
N

A
L

VO
LU

M
E 136  N

U
M

BER
 6

JU
N

E 2019

EDITOR’S NOTE: CYBERCRIME
Steven A. Meyerowitz

UCC SECTION 4A-207(b) IN THE AGE OF CYBERCRIME
Benjamin W. Clements

HOUSE FINANCIAL SERVICES COMMITTEE PASSES CANNABIS BANKING BILL
D. Jean Veta, Michael Nonaka, and Jenny Scott Konko

U.S. SUPREME COURT HOLDS FORECLOSURE FIRMS CONDUCTING NONJUDICIAL 
FORECLOSURES ARE NOT DEBT COLLECTORS UNDER THE FDCPA
Wayne Streibich, Diana M. Eng, Cheryl S. Chang, Jonathan M. Robbin, and 
Namrata Loomba

A NEW ERA OF EXTRATERRITORIAL SEC ENFORCEMENT ACTIONS
Joshua D. Roth and Alexander R. Weiner

NY DFS CYBERSECURITY REGULATION, TWO YEARS IN—WHAT COMES NEXT?
Phyllis B. Sumner, Scott Ferber, Ehren Halse, John A. Horn, and William Johnson

THE PAYDAY RULE AND THE CFPB’S NEW LENSES
Quyen T. Truong

NEW YORK BANKRUPTCY COURT FINDS THAT AIRCRAFT LEASES’ LIQUIDATED 
DAMAGES CLAUSES AND GUARANTEES ARE UNENFORCEABLE
Arthur J. Steinberg, Christopher T. Buchanan, Jason Huff, and Scott Davidson

PARTIES SETTLE MIDLAND FUNDING INTEREST RATE LITIGATION
Susan F. DiCicco and David I. Monteiro

HEADS OR TAILS? MAKING SENSE OF CRYPTO-TOKENS ISSUED 
BY EMERGING BLOCKCHAIN COMPANIES
Jeremy A. Herschaft and Michelle Ann Gitlitz

THE MANDATORY DISCLOSURE RULES FOR CRS AVOIDANCE ARRANGEMENTS 
AND OPAQUE OFFSHORE STRUCTURES: CAVEAT CONSILIARIO
Damien Rios

An A.S. Pratt™ PUBLICATION JUNE 2019



THE BANKING LAW
JOURNAL

VOLUME 136 NUMBER 6 June 2019

Editor’s Note: Cybercrime
Steven A. Meyerowitz 299

UCC Section 4A-207(b) in the Age of Cybercrime
Benjamin W. Clements 302

House Financial Services Committee Passes Cannabis Banking Bill
D. Jean Veta, Michael Nonaka, and Jenny Scott Konko 312

U.S. Supreme Court Holds Foreclosure Firms Conducting Nonjudicial Foreclosures
Are Not Debt Collectors Under the FDCPA
Wayne Streibich, Diana M. Eng, Cheryl S. Chang, Jonathan M. Robbin, and
Namrata Loomba 316

A New Era of Extraterritorial SEC Enforcement Actions
Joshua D. Roth and Alexander R. Weiner 320

NY DFS Cybersecurity Regulation, Two Years In—What Comes Next?
Phyllis B. Sumner, Scott Ferber, Ehren Halse, John A. Horn, and William Johnson 327

The Payday Rule and the CFPB’s New Lenses
Quyen T. Truong 331

New York Bankruptcy Court Finds That Aircraft Leases’ Liquidated Damages
Clauses and Guarantees Are Unenforceable
Arthur J. Steinberg, Christopher T. Buchanan, Jason Huff, and Scott Davidson 335

Parties Settle Midland Funding Interest Rate Litigation
Susan F. DiCicco and David I. Monteiro 339

Heads or Tails? Making Sense of Crypto-Tokens Issued by Emerging Blockchain
Companies
Jeremy A. Herschaft and Michelle Ann Gitlitz 342

The Mandatory Disclosure Rules for CRS Avoidance Arrangements and Opaque
Offshore Structures: Caveat Consiliario
Damien Rios 347



QUESTIONS ABOUT THIS PUBLICATION?

For questions about the Editorial Content appearing in these volumes or reprint permission,
please call:
Matthew T. Burke at ................................................................................... (800) 252-9257
Email: ................................................................................. matthew.t.burke@lexisnexis.com
Outside the United States and Canada, please call . . . . . . . . . . . . . . (973) 820-2000

For assistance with replacement pages, shipments, billing or other customer service matters,
please call:
Customer Services Department at . . . . . . . . . . . . . . . . . . . . . . . . . (800) 833-9844
Outside the United States and Canada, please call . . . . . . . . . . . . . . (518) 487-3385
Fax Number . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (800) 828-8341
Customer Service Website . . . . . . . . . . . . . . . . . http://www.lexisnexis.com/custserv/

For information on other Matthew Bender publications, please call
Your account manager or . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (800) 223-1940
Outside the United States and Canada, please call . . . . . . . . . . . . . . . (937) 247-0293

ISBN: 978-0-7698-7878-2 (print)
ISSN: 0005-5506 (Print)

Cite this publication as:

The Banking Law Journal (LexisNexis A.S. Pratt)

Because the section you are citing may be revised in a later release, you may wish to
photocopy or print out the section for convenient future reference.

This publication is designed to provide authoritative information in regard to the subject matter covered.
It is sold with the understanding that the publisher is not engaged in rendering legal, accounting, or other
professional services. If legal advice or other expert assistance is required, the services of a competent
professional should be sought.

LexisNexis and the Knowledge Burst logo are registered trademarks of RELX Inc. Matthew Bender, the
Matthew Bender Flame Design, and A.S. Pratt are registered trademarks of Matthew Bender Properties
Inc.

Copyright © 2019 Matthew Bender & Company, Inc., a member of LexisNexis. All Rights Reserved.

No copyright is claimed by LexisNexis or Matthew Bender & Company, Inc., in the text of statutes,
regulations, and excerpts from court opinions quoted within this work. Permission to copy material may
be licensed for a fee from the Copyright Clearance Center, 222 Rosewood Drive, Danvers, Mass. 01923,
telephone (978) 750-8400.

Editorial Office
230 Park Ave., 7th Floor, New York, NY 10169 (800) 543-6862
www.lexisnexis.com

(2019–Pub.4815)



Editor-in-Chief, Editor & Board
of Editors

EDITOR-IN-CHIEF
STEVEN A. MEYEROWITZ

President, Meyerowitz Communications Inc.

EDITOR
VICTORIA PRUSSEN SPEARS

Senior Vice President, Meyerowitz Communications Inc.

BOARD OF EDITORS
JAMES F. BAUERLE

Keevican Weiss Bauerle & Hirsch LLC

BARKLEY CLARK
Partner, Stinson Leonard Street LLP

MICHAEL J. HELLER
Partner, Rivkin Radler LLP

SATISH M. KINI
Partner, Debevoise & Plimpton LLP

DOUGLAS LANDY
Partner, Milbank, Tweed, Hadley & McCloy LLP

PAUL L. LEE
Of Counsel, Debevoise & Plimpton LLP

GIVONNA ST. CLAIR LONG
Partner, Kelley Drye & Warren LLP

STEPHEN J. NEWMAN
Partner, Stroock & Stroock & Lavan LLP

DAVID RICHARDSON
Partner, Dorsey & Whitney

STEPHEN T. SCHREINER
Partner, Goodwin Procter LLP

ELIZABETH C. YEN
Partner, Hudson Cook, LLP

iii



THE BANKING LAW JOURNAL (ISBN 978-0-76987-878-2) (USPS 003-160) is published ten
times a year by Matthew Bender & Company, Inc. Periodicals Postage Paid at Washington,
D.C., and at additional mailing offices. Copyright 2019 Reed Elsevier Properties SA., used
under license by Matthew Bender & Company, Inc. No part of this journal may be reproduced
in any form—by microfilm, xerography, or otherwise—or incorporated into any information
retrieval system without the written permission of the copyright owner. For customer support,
please contact LexisNexis Matthew Bender, 1275 Broadway, Albany, NY 12204 or e-mail
Customer.Support@lexisnexis.com. Direct any editorial inquires and send any material for
publication to Steven A. Meyerowitz, Editor-in-Chief, Meyerowitz Communications Inc.,
26910 Grand Central Parkway, #18R, Floral Park, NY 11005,
smeyerowitz@meyerowitzcommunications.com, 646.539.8300. Material for publication is
welcomed—articles, decisions, or other items of interest to bankers, officers of financial
institutions, and their attorneys. This publication is designed to be accurate and authoritative,
but neither the publisher nor the authors are rendering legal, accounting, or other professional
services in this publication. If legal or other expert advice is desired, retain the services of an
appropriate professional. The articles and columns reflect only the present considerations and
views of the authors and do not necessarily reflect those of the firms or organizations with
which they are affiliated, any of the former or present clients of the authors or their firms or
organizations, or the editors or publisher.

POSTMASTER: Send address changes to THE BANKING LAW JOURNAL LexisNexis Matthew
Bender, 230 Park Ave, 7th Floor, New York, NY 10169.

POSTMASTER: Send address changes to THE BANKING LAW JOURNAL, A.S. Pratt & Sons,
805 Fifteenth Street, NW., Third Floor, Washington, DC 20005-2207.

iv



The Mandatory Disclosure Rules for CRS
Avoidance Arrangements and Opaque Offshore
Structures: Caveat Consiliario

Damien Rios*

The author of this article explains the mandatory disclosure rules for
Common Reporting Standard avoidance arrangements and Opaque Off-
shore Structures.

THE COMMON REPORTING STANDARD

On July 15, 2014, the Organisation for Economic Co-Operation and
Development (“OECD”) published the Standard for Automatic Exchange of
Financial Account Information in Tax Matters (“SAEFAITM”), which contains
the Model Competent Authority Agreement (“Model CAA”) and the Common
Reporting Standard (“CRS”). In the introduction of the SAEFAITM, the
OECD stated:

As the world has become more globalised it is easier for all taxpayers to
make, hold and manage investments through financial institutions
outside of their country of residence. Vast amounts of money are kept
offshore and go untaxed to the extent that taxpayers fail to comply with
tax obligations in their home jurisdiction. Offshore tax evasion is a
serious problem for jurisdictions all over the world. . . . Co-operation
between tax administrations is critical in the fight against tax evasion
and in protecting the integrity of tax systems. A key aspect of that
co-operation is exchange of information.1

The Model CAA and CRS created a blueprint for bilateral reciprocal
agreements among participating jurisdictions, with the emphasis on an
automatic exchange of financial information with respect to persons who are tax
residents of the participating jurisdictions. With 110 jurisdictions adopting or
committing to adopt CRS, CRS became the first “world-wide” system of
automatic exchange of financial information. Fifty-five jurisdictions adopted

* Damien Rios is special counsel at Pillsbury Winthrop Shaw Pittman LLP advising
international families and individuals in the United States on estate planning, tax matters,
business succession planning, and advanced insurance planning. He may be reached at
damien.rios@pillsburylaw.com.

1 Page 9, Standard for Automatic Exchange of Financial Account Information in Tax
Matters, OECD 2014.

CRS MANDATORY DISCLOSURE RULES

347



CRS in 2014 and started reporting information in 2017. Forty-six more
jurisdictions started reporting in 2018. The United States is noticeably absent
from the list of CRS jurisdictions.

Despite the wide scope of CRS, professional advisors were able to design and
implement arrangements that permitted their clients to circumvent the CRS
disclosure rules. In 2017, the OECD began exploring ways to obtain
information about arrangements designed to avoid the reporting requirements
of CRS.

MODEL MANDATORY DISCLOSURE RULES

On March 8, 2018, the OECD issued Model Mandatory Disclosure Rules
(“Model MDR”) for CRS Avoidance Arrangements and Opaque Offshore
Structures. The primary intention of the Model MDR is “to target Intermedi-
aries that are responsible for the design, promotion or implementation of CRS
Avoidance Arrangements and Opaque Offshore Structures.”2 In general terms,
Intermediaries are people or entities who either promote or provide services,
assistance or advice in connection with the design, marketing, implementation
or organization of CRS Avoidance Arrangements or Opaque Offshore Structures.
The Model MDR imposes an obligation upon Intermediaries to disclose
substantial information about their clients who use CRS Avoidance Arrange-
ments or Opaque Offshore Structures, described below, to the extent that the
information is “within the knowledge, possession or control of the person
providing the disclosure.”3

CRS AVOIDANCE ARRANGEMENTS

The definition of CRS Avoidance Arrangements is extremely broad and far
reaching. A CRS Avoidance Arrangement includes any “agreement, scheme,
plan or understanding, whether or not legally enforceable”4 for which it is
reasonable to conclude that it is designed to circumvent or is marketed as
circumventing the CRS rules.5 The definition of CRS Avoidance Arrangement
also includes any “agreement, scheme, plan or understanding, whether or not
legally enforceable” that has the effect of circumventing the CRS rules, even if
it was not created for that purpose. The broad definition encompasses bona fide
arrangements that are entered into without regard to CRS avoidance, if the

2 Page 41, paragraph 83 of the Model MDR.
3 Rule 2.3 of the MDR.
4 Rule 1.4(a) of the Model MDR.
5 Rule 1.1 of the Model MDR.
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result of the transaction is that one or more participants avoid the CRS
requirements. The Model MDR provides seven examples of CRS Avoidance
Arrangements.

The first example is the use of an account, product or investment that does
not fall within the technical definition of an account that must be reported
under CRS, but which has features that are substantially similar to reportable
accounts.6 This could apply to financial derivative instruments that have the
same features of a reportable account but do not fall within the technical
definition of a reportable account.

The second example is the transfer of a reportable account, reportable asset
or money to a financial institution that is not required to report under CRS or
to a jurisdiction that does not exchange CRS information with all jurisdictions
of which the individual is a tax resident.7 This would apply to a transaction as
benign as transferring money from a bank located in a CRS member
jurisdiction to a bank organized under the laws of, and located in, the United
States.

The United States is not a CRS member jurisdiction and financial
institutions organized under the laws of, and located in, the United States are
not subject to CRS rules, unless they have a nexus to a CRS member
jurisdiction that would otherwise make them subject to the CRS rules.
Consequently, the aforementioned transfer of funds would be a CRS Avoidance
Arrangement.

The third example is the conversion of a reportable account, or money or
assets held in a reportable account, to an account that is not reportable under
CRS.8

The fourth example is the conversion of a financial institution that is
required to report under CRS into a financial institution that is not required to
report under CRS or into a financial institution located in a jurisdiction that
does not exchange CRS information with all jurisdictions of which the
individual is a tax resident.9

The fifth example is exploiting weaknesses in the due diligence procedures
used by financial institutions to correctly identify (1) the account holder and/or

6 Rule 1.1(a) of the Model MDR.
7 Rule 1.1(b) of the Model MDR.
8 Rule 1.1(c) of the Model MDR.
9 Rule 1.1(d) of the Model MDR.
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the person controlling the account, or (2) all of the tax residences of the account
holder and/or the person controlling the account.10

The sixth example is allowing an entity to qualify as an Active Non-Financial
Entity,11 which is not subject to disclosure or reporting obligations under CRS
with respect to its “Controlling Persons,”12 allowing someone to make an
investment through an entity without triggering a reporting obligation, or
allowing a person to avoid being treated as a “Controlling Person” and,
consequently, avoid being classified as a reportable taxpayer.13

The seventh example is classifying a payment made for the benefit of a
person who owns or controls a reportable account as a payment that is not
reportable.14 For example, any arrangement that uses a financial account held
in a foreign jurisdiction that is not subject to CRS is a CRS Avoidance
Arrangement.15 This example appears to apply to a person opening an account
with a bank in the United States that is not subject to the CRS reporting
requirements.

The broad definition of a CRS Avoidance Arrangement encompasses bona
fide arrangements that are entered into even if the parties to the transaction
were not concerned with CRS avoidance if the arrangement has the effect of
avoiding the CRS rules. As discussed above, the definition of a CRS Avoidance
Arrangement would apply to a transaction as benign as transferring money
from a bank located in a CRS member jurisdiction to a bank organized under
the laws of, and located in, the United States.

A commonly used estate planning technique can further illustrate broad
scope of the Model MDR. The use of trusts by citizens and residents of the
United States is commonplace. Trusts offer numerous benefits, such as asset

10 Rule 1.1(e) of the Model MDR.
11 The definition of an Active Non-Financial Entity under CRS is lengthy and beyond the

scope of this article. In general terms, a Non-Financial Entity refers to an entity that is not a
financial institution. Financial Institutions include, but are not limited to, banks and other
institutions that hold depository accounts, certain insurance companies and some investment
entities.

12 “The term ‘Controlling Persons’ means the natural persons who exercise control over an
Entity. In the case of a trust, such term means the settlor(s), the trustee(s), the protector(s) (if
any), the beneficiary(ies) or class(es) of beneficiaries, and any other natural person(s) exercising
ultimate effective control over the trust, and in the case of a legal arrangement other than a trust,
such term means persons in equivalent or similar positions.” CRS Section VIII D.6.

13 Rule 1.1(f) of the Model MDR.
14 Rule 1.1(g) of the Model MDR.
15 Rule 1.1(b) of the Model MDR.
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protection, tax efficiencies, succession planning, rules for the orderly distribu-
tion of trust assets over multiple generations, and consolidated management of
a family’s wealth. A person who is resident in a country that does not recognize
trusts could elect to create a trust under the laws of the United States. However,
since the United States is not a CRS member jurisdiction, if a person who is a
tax resident of a CRS member jurisdiction were to transfer reportable assets
(e.g., cash held in a bank located in a CRS member jurisdiction) to a trust
created under the laws of the United States, the effect would be to place the
assets owned by the trust and held in the United States beyond the grasp of
CRS. Consequently, that arrangement would fall under the definition of a CRS
Avoidance Arrangement. The attorney who drafted the trust could be required
to file a disclosure pursuant to the Model MDR with respect to the trust
structure, including information about the settlor, trustee, trust beneficiaries,
trust protectors, and anyone exerting control over the trust.

Although the initial advice given by a U.S. attorney to a client with respect
to a trust may be protected by the attorney-client privilege, the disclosure of any
information to a third-party would most likely nullify that protection.
Consequently, when the trust agreement is given to the trustee for review and
execution, the information contained in the trust instrument, including the
identity of the settlor, beneficiaries, trust protectors, the property transferred to
the trust and anyone exerting control over the trust, would most likely not be
protected by the attorney-client privilege.

If the attorney is not required to disclose the information pursuant to MDR,
perhaps because the attorney has no nexus to the CRS member jurisdiction that
would trigger the reporting requirement by the attorney, then the burden to
disclose the information could fall upon the trustee. The trustee would be an
Intermediary with respect to the arrangement, because the trustee would be
providing services in connection with the implementation of the trust. If none
of the attorney, the trustee, or any other Intermediary, is required to make the
disclosures pursuant to MDR with respect to the arrangement, then the onus
would fall upon the client.

An arrangement is not a CRS Avoidance Arrangement solely because it
results in non-reporting under the CRS rules, if it is reasonable to conclude that
the non-reporting does not undermine the policy intent of the CRS rules.16

The commentary to the Model MDR suggests that this exception applies solely
to arrangements that were deliberately excluded from the CRS rules. For
example, real estate is an asset class that is not intended to be in the purview of

16 Rule 1.1 of the Model MDR.
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CRS. Consequently, withdrawing money from a financial account that is
subject to CRS reporting in order to purchase a residence would not be a CRS
Avoidance Arrangement in the absence of any facts or circumstances that would
suggest that the transaction was entered into as part of a scheme to avoid CRS.

The commentary to the Model MRD also states that the fact that an
Arrangement is a CRS Avoidance Arrangement will not, on its own, make that
arrangement subject to disclosure by the Intermediary under these Model
MDR. There must be an Intermediary operating within a jurisdiction that is
either responsible for the design or marketing of the arrangement or that
provides Relevant Services and can reasonably be expected to know that the
arrangement is a CRS Avoidance Arrangement.

OPAQUE OFFSHORE STRUCTURE

In general terms, an Opaque Offshore Structure is an offshore structure that
is designed to, or marketed as being able to, allow a natural person to be the
beneficial owner of a legal person or arrangement while not allowing the
accurate determination of the natural person’s beneficial ownership of the legal
person or arrangement.17 The definition applies only if the legal person or
arrangement does not carry on a substantive economic activity supported by
adequate staff, equipment, assets and premises in the jurisdiction where it is
established or is taxed as a resident.18 The definition of an Opaque Offshore
Structure does not include a legal person or arrangement “(i) that is an
Institutional Investor19 or that is wholly-owned by one or more Institutional
Investors, or (ii) where all Beneficial Owners of that Legal Person or Legal
Arrangement are only resident for tax purposes in the jurisdiction of incorpo-
ration, residence, management, control and establishment (as applicable) of the
Legal Person or Legal Arrangement.”20

These types of arrangements include, but are not limited to, (1) arrange-
ments that use nominee shareholders with undisclosed nominators, (2)
arrangements that use indirect control of an entity or financial structure

17 Rule 1.2(d) of the Model MDR.
18 Rule 1.2(d) of the Model MDR.
19 Rule 1.4(f) of the Model MDR defines “Institutional Investor” as a legal person or legal

arrangement (i) that is regulated as a bank (including a depositary or custodial institution),
insurance company, collective investment vehicle or pension fund; (ii) the shares or interests of
which are regularly traded on an established securities market; (iii) that is a government entity,
central bank, international or supranational organization; or (iv) a legal person or legal
arrangement wholly-owned by one or more of the foregoing.

20 Rule 1.2(c) of the Model MDR.
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without formal ownership of the entity or structure, (3) giving someone access
to assets held by, or income derived from, a structure without identifying that
person as the beneficial owner of the structure, (4) the use of a legal person in
jurisdictions where there is no requirement to keep basic ownership informa-
tion (such as the name of current shareholders) that is accurate and up to date,
or (5) using legal arrangements organized under the laws of a jurisdiction that
do not require the trustees to hold or obtain adequate, accurate and current
beneficial ownership of the arrangement.21

INTERMEDIARIES

The Model MDR defines two categories of persons who are “Intermediaries.”
The definition includes any person responsible for the design or marketing of
a CRS Avoidance Arrangement or Opaque Offshore Structure.22 The definition
also includes any person that provides assistance or advice with respect to the
design, marketing, implementation or organization with respect to a CRS
Avoidance Arrangement or Opaque Offshore Structure (“Relevant Services”)23

if the person providing such services could reasonably be expected to know that
the purpose of the arrangement or structure was to avoid CRS, based on the
person’s actual knowledge of readily available information and the degree of the
person’s expertise and understanding required to provide the Relevant Services.24

The Model MDR requires any person who is an “Intermediary” with respect
to a CRS Avoidance Arrangement or Opaque Offshore Structure to disclose
that arrangement or structure to the tax authorities in the Intermediary’s
jurisdiction if the Intermediary (1) makes the CRS Avoidance Arrangement or
Opaque Offshore Structure available for implementation through a branch
located in the jurisdiction, (2) provides Relevant Services through a branch
located in the jurisdiction, (3) is resident or has its place of management in the
jurisdiction, or (4) is incorporated in, or established under the laws of, the
jurisdiction.25 Thus, for example, a U.S. lawyer who provides advice in a
London branch office to a client who is a tax resident of a CRS member
jurisdiction with respect to an Opaque Offshore Structure would be an
Intermediary for purposes of the Model MDR, and consequently, would be
required to make the disclosures. U.S. legal, tax and other advisors who provide

21 Rule 1.2(d)(i)-(v) of the Model MDR.
22 Rule 1.3(a) of the Model MDR.
23 Rule 1.4(k) of Model MDR.
24 Rule 1.3(b) of the Model MDR.
25 Rule 2.1 of the Model MDR.
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advice to clients through a branch located in a CRS member jurisdiction should
be cognizant of their MDR disclosure requirements, since some common
planning transactions recommended by U.S. advisors may be treated as CRS
Avoidance Arrangements or Opaque Offshore Structures.

TIMING OF DISCLOSURE

The disclosures that are required by an Intermediary must be made within 30
days after the Intermediary (1) makes the CRS Avoidance Arrangement or
Opaque Offshore Structure available for implementation or (2) provides
Relevant Services.26 The disclosure must be made by the Intermediary with
respect to any person who requests the Intermediary to make the arrangement
or structure available, or to whom the Intermediary made the arrangement or
structure available for implementation, regardless of whether or not the person
has implemented the arrangement or structure.27

In some instances, discussed below, no Intermediaries will be required to
make the necessary disclosures. Under those circumstances, the client must
make the disclosure within 30 days after the first step of the CRS Avoidance
Arrangement or Opaque Offshore Structure has been implemented.28

WHERE TO DISCLOSE
An Intermediary must disclose the structure of the CRS Avoidance Arrange-

ment or Opaque Offshore Structure to the taxing authority in which the
Intermediary made the arrangement or structure available. An Intermediary
must disclose the structure of the CRS Avoidance Arrangement or Opaque
Offshore Structure to the taxing authority in which the Intermediary provided
Relevant Services. Disclosure is also required in the jurisdiction where the
Intermediary is a resident or has its place of management. Lastly, the
Intermediary must disclose the arrangement or structure in the jurisdiction
where the Intermediary was incorporated or established. The Model MDR
contains rules to prevent disclosures in multiple jurisdictions. Those rules are
discussed below.

26 Rule 2.2 of the Model MDR.
27 Rule 1.4(d) defines “Client” as “any person who requests an Intermediary to, or on whose

behalf, or for whose benefit, the Intermediary: (i) make(s) a CRS Avoidance Arrangement or
Opaque Offshore Structure available for implementation; or (ii) provides(s) Relevant Services in
respect of a CRS Avoidance Arrangement or Opaque Offshore Structure.” Under the definition,
the mere request to make a CRS Avoidance Arrangement or Opaque Offshore Structure makes
an individual a “Client” for purposes of MDR.

28 Rule 2.6(c) of the Model MDR.
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INFORMATION REQUIRED TO BE DISCLOSED BY
INTERMEDIARIES

Intermediary and Client Information

The Intermediary must disclose its name, address, tax jurisdiction and tax
identification number.29 The Intermediary must also disclose that information
about, and the date of birth of, any person for whom the Intermediary provided
Relevant Services.30 This information must be disclosed about any person who
requested the Intermediary to make the arrangement or structure available, or
to whom the Intermediary made the arrangement or structure available.31 Rule
2.3(a)(iii) of the Model MDR states that the Intermediary must specify if any
such person has actually used the CRS Avoidance Arrangement or Opaque
Offshore Structure,32 implying that the Intermediary must disclose information
about potential users who have not implemented the arrangement or structure.
The commentary to MDR states that an Intermediary is not required to
disclose information about a potential user simply because the potential user
attended a presentation about or received marketing materials about a CRS
Avoidance Arrangement or Opaque Offshore Structure.

With respect to an Opaque Offshore Structure, the Intermediary must
disclose the name, address, tax jurisdiction and tax identification number of the
beneficial owner.33

Lastly, the Intermediary must disclose the name, address, tax jurisdiction and
tax identification number of any other Intermediaries with respect to the CRS
Avoidance Arrangement or Opaque Offshore Structure.34

Details About the Arrangement or Structure

In addition to disclosing information about the Intermediaries and clients,
an Intermediary who is required to make a disclosure under the Model MRD
must also provide information about the CRS Avoidance Arrangement or
Opaque Offshore Structure. Specifically, with respect to a CRS Avoidance
Arrangement, the Intermediary must provide the taxing authority with a
description of the features of the arrangement that are designed to have, are

29 Rule 2.3(a)(i) of the Model MDR.
30 Rule 2.3(a)(ii) of the Model MDR.
31 Rule 2.3(a)(ii) of the Model MDR.
32 Rule 2.3(a)(iii) of the Model MDR.
33 Rule 2.3(a)(iii) of the Model MDR.
34 Rule 2.3(a)(iv) of the Model MDR.
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marketed as having, or have the effect of, circumventing CRS.35 With respect
to an Opaque Offshore Structure, the Intermediary must provide the taxing
authority with a description of the features of the structure that have the effect
of not allowing the accurate determination of the beneficial owner of the
structure.36

Availability

Lastly, the Intermediary must disclose the jurisdiction or jurisdictions where
the CRS Avoidance Arrangement or Opaque Offshore Structure has been made
available for implementation.37

Disclosure of Transactions Entered into Before the MDR Effective Date

With respect to any CRS Avoidance Arrangement or Opaque Offshore
Structure that was implemented on or after October 29, 2014, but before the
effective date of MDR in a particular jurisdiction, the promoter of the
arrangement or structure must make the required disclosures within 180 days
of the effective date of MDR in that jurisdiction.38 The promoter is not
required to make disclosures with respect to any reportable accounts that had
an aggregate balance or value of less than $1,000,000 immediately prior to
implementing the CRS Avoidance Arrangement or Opaque Offshore Structure.

EXCEPTION TO DISCLOSURE BY INTERMEDIARY

Professional Secrecy Rules

An Intermediary will not be required to disclose any information that is
protected from disclosure under professional secrecy rules under domestic law,
but “only to the extent the disclosure would reveal confidential information
held by an attorney, solicitor or other admitted legal representative with respect
to the client.”39 Under these circumstances, the reporting obligation falls upon
the client, and the Intermediary must give the client written notice of the
client’s disclosure obligations.40 The client must make the disclosure within 30
days after the first step of the CRS Avoidance Arrangement or Opaque Offshore

35 Rule 2.3(b)(i) of the Model MDR.
36 Rule 2.3(b)(ii) of the Model MDR.
37 Rule 2.3(c) of the Model MDR.
38 Rule 2.7(a) of the Model MDR.
39 Rule 2.4(a) of the Model MDR.
40 Rules 2.4(b) and 2.6(a) of the Model MDR.
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Structure has been implemented.41 The client will not be required to make the
disclosure if the client has documentation from the Intermediary showing that
the Intermediary disclosed the information to the tax authority of another CRS
member jurisdiction under mandatory disclosure rules that are substantially
similar to CRS.42

Although not contained in the Model MDR, the commentary to the Model
MDR suggests that the disclosure rules imposed on a client would not be
applicable to the extent that the laws of the relevant jurisdiction provide
protection against self-incrimination.43 Paradoxically, this exception to the
disclosure rule appears to exempt taxpayers who reside in a jurisdiction that
allows protection against self-incrimination and who implement an unlawful
CRS Avoidance Arrangement or Opaque Offshore Structure, which would
trigger the protection against self-incrimination, but not those who have
implemented legal CRS Avoidance Arrangement or Opaque Offshore Struc-
ture, which presumably would not implicate the protection against self-
incrimination.

Previously Disclosed Information

The Model MDR contains rules designed to prevent multiple disclosures
with respect to the same CRS Avoidance Arrangement or Opaque Offshore
Structure. An Intermediary is not required to disclose any information under
the Model MDR if the Intermediary has documentation demonstrating that
the required information was already disclosed to the appropriate tax authority.
This rule includes disclosures that were properly made to taxing authorities in
other CRS member jurisdictions in which the Intermediary has a branch office
and made the CRS Avoidance Arrangement or Opaque Offshore Structure
available, or from which the Intermediary provided Relevant Services.44 The
exception to the disclosure rules also applies when an Intermediary has
documentation demonstrating that the required information was already
disclosed to the tax authority in a CRS member jurisdiction where the
Intermediary is resident or has its place of management.

PENALTIES

The Model MDR does not provide for specific penalties for violating the
disclosure rules. The commentary states that “mandatory disclosure regimes

41 Rule 2.6(c) of the Model MDR.
42 Rule 2.6(b) of the Model MDR.
43 Paragraph 86 of the Commentary to the Model MDR.
44 Rule 2.5(b) of the Model MDR.
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should include clear sanctions to encourage disclosure and to penalize those
who do not fulfill their obligation.”45 The commentary suggests that jurisdic-
tions consider monetary penalties and non-monetary penalties. This leaves the
door open for CRS member jurisdictions to impose criminal penalties when
enacting the Model MDR.

A WORD OF CAUTION

Although CRS may have a noble goal of curtailing tax evasion by persons
who are tax residents of a member jurisdiction, the definition of CRS
Avoidance Arrangements and Opaque Offshore Structures are very broad.
Advisors should be mindful of triggering CRS reporting requirements under the
Model MDR, even when providing their clients with advice or services in
connection with seemingly benign strategies that are not intended to avoid CRS
reporting requirements.

45 Paragraph 89 of the Commentary to the Model MDR.
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