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Executive Summary

The United Stated enacted Foreign Account Tax Compliance Act (FATCA) in 2010 to
requires Foreign Financial Institutions (FFIs) to report the Internal Revenue Service (IRS) information
about financial account held by U.S. person. FATCA is the revenue-raising portion of the Hiring
Incentives to Restore Employment Act, and the Act added a new chapter 4 (Section 1471-1474) to the
Internal Revenue Code. The United States enacted FATCA to make it more difficult for U.S. person to
have financial assets which are not located in the U.S., FATCA therefore requires FFIs to search for the
suspected U.S. person and reporting their assets and identities to the IRS. In the case that the FFIs fail to
comply with FATCA obligations to disclose information about their U.S. Account holders, they will be
imposed 30% withholding tax on payments of US source income.

In complying with FATCA, the U.S. released several model intergovernmental agreements
(IGAs) to facilitate FATCA compliance in certain countries. For Thailand, regarding the FATCA IGA
(initial text) that was signed with the US Treasury, Thailand entered into the reciprocal model (Model
1A). Under Mode 1A, it consists of 3 main parts which are;

1. FATCA main agreement: Under this part, it sets out the main body of the agreement
such as definitions of FFIs and related key terms, obligations to obtain and exchange information with
respect to reportable accounts, time and manner of exchange of information, application of FATCA to
Thai financial institutions, collaboration of compliance and enforcement and mutual commitment to
continue to enhance the effectiveness of information exchange and transparency.

2. Annex I: This part sets forth the due diligence obligations for FFIs in Thailand such as
the obligations for indentifying and reporting on US reportable account and on payments to certain
nonparticipating financial institutions.

3.Annex II: This part describes certain categories of institutions to be treated as exempt
beneficial owners such as government entity and Central Bank, certain categories of institutions to be
treated as deemed-compliant FFIs such as FlIs with a local client base and FIs with only low-value
account, and certain categories of accounts or products to be carved out of the definition of reportable

financial accounts, and thus exempt from FATCA.



)

Regarding the definition of FFIs under FATCA, most of the Specialized Financial
Institutions (SFIs) and some of the Thai Credit Unions are under the term of Depositary account, since this
term broadly defined to include most of financial institutions and other related financial companies in
Thailand. The term Financial Institution includes any commercial, checking saving time, or thrift account,
or an account evidenced by a certificate of deposit or other similar instrument maintained by a financial
institution in the ordinary course of a banking or similar business. As a result of this definition, SFIs and
Saving and Credit Cooperative and Thai Credit Unions (assets more than $175 Millions) are required to
perform certain due diligence, withholding and reporting obligations under FATCA.

Therefore, the key objective of this research is to study on application of FATCA to SFIs
and Thai credit Unions. The result of this research will suggest the guideline of due diligence procedures
and obligations for SFIs and Thai credit Unions in identifying and reporting on U.S. reportable accounts

and on payments to certain type of financial institutions as described in FATCA agreement.
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Foreign Account tax compliance Act (FATCA)

26 U.S. Code § 6038D - Information with respect to foreign financial assets
Internal Revenue Code § 1471-1474

Treasury Regulation §1.1-1(c) 448 §1.1-1(b)
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