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Your Participation

* Please continue to submit your text
questions and comments using the
controls panel.
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FSGEvents@uk.gt.com.
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Agenda

Proposed changes to the German withholding tax reclaim
procedure

2 EU FASTER proposal and its impact
3 Current developments on cum/ex
4 New QI Agreement including 1446(f)
Crypto Asset Reporting Framework (CARF)
5 Upcoming changes to the Common Reporting Standard (CRS]

New EU directives - DAC8 and CESOP
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Proposed changes to the German withholding tax
reclaim procedure



German WHT Tax reclaims

Climate Talks between Federal Central Tax Office and tax advisors

* Processing time for WHT reclaims significantly increased (cum/ex, lack of staff, new responsibillities)
« Strong increase in number of reclaims filed (+ 30 % y/y) - due to phase-out of paper reclaims
« Reclaims strictly processed according to date of receipts/no shortcut for simple cases

* Questions regarding the status of reclaims will not be answered for the time being
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German WHT Tax reclaims - Type of reclaims

Type of reclaims (legal basis]

Double income tax treaty reclaim (SOL 4 years after calendar year-end)

*Standard reclaims (residual rate 15 %)
*Reclaims to <15 % residual rate (e.g. certain pensions, substantial shareholdings)

«Additional requirements (e.g. 45-days minimum holding period requirement, minimum-risk-bearing requirement etc.)

German domstic tax law reclaim, Para. 44a sect. 9 ITA (SOL 4 years after calender year-end)

*Residual rate of 15.825 %

«For all (from a German tax point of view] opaque entities (except investment funds] irrespective of treaty eligibilitiy

German Investment Tax Act Reclaim, Para. 11 GITA (SOL 2 years after business year-end

*Residual rate of 15 %
«For all UCITS and corporate/contractual (i.e., non-partnership) type AlFs in terms of EU-AIFMD

*Relief-at-source in the case ,investment fund status certificate® is provided through custody chain to German paying
agent/seperation of investment funds in own omnibus account

Other reclaims EU law reclaims, reclaims/RAS under Euparent subsidiary directive
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German WHT Tax reclaims - Type of reclaims (cont’d)

Type of reclaims (technical requirements
S ( q ) |

Double income tax treaty reclaim (SOL 4 years after calendar year-end)

*Applicable until 31 December 2024
*Mass reclaims, limited scope since 1 January 2022 (e.g. max. EUR 10.000 reclaim amount per dividend, etc.)

*Not applicable for (i) investment funds in terms of Investment Tax Act, (i) relief to <15 % standard treaty rate, (jii)
partnerships

*Pros: Quick refund

+Cons: Liability risks

BN  DPgper based reclaims (DTT reclaims, German domestic tax law reclaims)

«Official forms to be used (two forms i.e. (i) for standard reclaims (010005) and (ii) for reclaims to < 15 % residuall
rate (010004), to be filed as wet ink copies inculding attachments (e.g. CoR, German tax vouchers, etc.)

+Phased-out until 30 june 2023 (30t September 2023 for 2019 reclaims) - banking associations lobbying for
prolongation

*NB: German Investment Tax Act Reclaims, Para. 11 GITA (form 034268) remain paper based
New: Electronic Reclaims (as of 1 January 2023) - obligatory as of 1 July 2023 (as of 1 October 2023 for 2019

reclaims)

—— New: Implementation of new electronic mass reclaim interface (applicable as of ???)

9 ©2023 Grant Thornton UK LLP. ° GrantThornton



German WHT Tax reclaims - New electronic reclaims (1/2)

New Electronic Reclaims (as of 1 January 2023) - Key Facts !

Web-based online form |

Available within the Elster BOP (Federal Tax Office) and Elster (Local tax offices] online portal

Registration requirements, i.e., (i] pre-registration with Federal Tax Office and (i) registration with Elster
BOP

Also for filings of reclaims under PoA by e.g., foreign banks, German banks, German tax advisors etc.

|

L L)

New reclaim form

+Completely manually process (no upload function for calimants information or dividend information (Cons)
+If filed by representative (e.g. foreign bank] under PoA - no signing by claimant or co-signing possible (Cons)
+Increased liabillity risks for foreign banks filing as representative under PoA? - Possible mitigation measures? (

)

+Attachments (e.g., CoR, German tax voucher) can be uploaded, originals only requested upon occasion (Pro)
«Text box for additional disclosures, large number of attachments possible (e.g. for additional disclosures) (Pro)

Each reclaim is attributed a filing number/report, which services as confirmation of receipt and permits to locate
the reclaim within the Federal Tax Offcie (Pro)

+Process not suitable for large volume of reclaims (Cons - but process automatization seems feasible)

10 © 2023 Grant Thornton UK LLP. ° GrantThornton



German WHT Tax reclaims - New electronic reclaims (2 /2)

N\

Information has become available in English language on the website of the Federal Tax Office

(including registration checklist, leaflet, etc.)

Link to the website:

* https://online.portal.bzst.de/auth/realms/BOP-neu/protocol/openid-
connect/auth?response_type=code&scope=openid&client_id=post&state=vOIYOXmq82vOJFLRfM]LFE
PgzOA&Gredirect_uri=https%3A%2F %2Fonline.portal.bzst.de%2Foauth2%2Fcallback&nonce=SChGxyV

2DiSTm1iO414sZ4U2jpt00M _eSalxLJONEtA

Since April 2023 the new electronic reclaim form has also become available in English language

/

° GrantThornton
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EU FASTER proposal and its impact



New rules on the withholding tax procedures in the EU
Press release 19" June 2023

— Key actions proposed on 19t June 2023 (starting 1 January 2017):

— Common EU digital tax residence certificate

+ will make withholding tax relief procedures faster and more efficient. For example, investors with a diversified portfolio in the EU will need
only one digital tax residence certificate to reclaim several refunds during the same calendar year. The digital tax residence certificate
should be issued within one working day after the submission of a request. At present, most Member States still rely on paper-based
procedures.

mamemy [ Wo fast-track procedures complementing the existing standard refund procedure:

+a “relief at source” procedure and a “quick refund” system, which will make the relief process faster and more harmonised across the EU.
Member States will be able to choose which one to use - including a combination of both.
+Under the “relief at source” procedure, the tax rate applied at the time of payment of dividends or interest is directly based on the
applicable rules of the double taxation treaty provisions.
+Under the “quick refund” procedure, the initial payment is made taking into account the withholding tox rate of the Member State where
the dividends or interest is paid, but the refund for any overpaid taxes is granted within 50 days from the date of payment.

memmmm Standardised reporting obligation

+ Certified financial intermediaries will have to report the payment of dividends or interest to the relevant tax administration so that the
latter can trace the transaction.

*In particular, large EU financial intermediaries will be required to join a national register of certified financial intermediaries.
* This register will also be open to non-EU and smaller EU financial intermediaries on a voluntary basis.

* Taxpayers investing in the EU through certified financial intermediaries will benefit from fast-track withholding tax procedures and avoid
double taxation on dividend payments.
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EU FASTER proposal and its impact

Conclusions

Impact on the revised German WHT Tax reclaim system — New electronic reclaims

FASTER will trigger huge bureaucratic effort and massive costs at the time of introduction

The planned system is basically comparable to the German system. Distinction between exemption
from withholding tax and refund.

But: Many follow-up questions

Why a new system? All problems could be solved by introducing a final withholding tax on income
(dividend and capital gains) on free float (<10%) for corporations domiciled in Germany and abroad at
a rate of 15% (plus solidarity surcharge, 15.825%, if assessed in Germany) in accordance with
European law.

° GrantThornton
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Current developments on cum/ex



What's on the news
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Natixis's German Offices Raided in Sprawling Cum-Ex Tax
Probe

Karin Matussek
Bloombarg =
Bloomberg News

Natixis SA's offices in Frankfurt and Munich were raided as part of the sprawling German probe into the Cum-Ex tax dividend
scandal that's ensnared many of the world's top banks.

Cologne-based prosecutors said on Tuesday they are searching offices of a French lender without disclosing the name. The step
is part of a probe into four employees and have also raided homes of suspects. About 60 law-enforcement officers are involved
The searches targeted Natixis, according to people familiar with the matter.
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New QI Agreement and 1446(f)



New qualified intermediary (Ql) agreement

Key changes:

Upload Timeframes

periodic for recipient
review specific 1042-
report S forms

Annual 1042
and 1042-S
reconciliation

Required to
renew Ol
agreement

Electronic
1042 filing

Implementing
14L46(f)
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1446(f) withholding

Under section 1446, a Ol can assume the following status (or alternatively be treated as an NOI):

Non-withholding and non-disclosing

Ql

+ Ql appoints a primary withholding
agent for 1446 purposes.

* Primary withholding agent issues
Form 1042 to Ol

« Ol reports Form 1042-S on pool
basis

» Collective refund unavailable to QI

+ Ql to report as a nominee as per the
requirements of 1.1603(c)-1T

19 © 2023 Grant Thornton UK LLP.

Withholding and non-disclosing Ol

Ol has assumed primary 1446
withholding

+ Ql reports Form 1042-S on pool
basis

+ B/O can request a specific Form
1042-S

» Collective refund unavailable to QI

+ Ol to report as a nominee as per the
requirements of 1.1603(c)-1T

« Gross reporting on Form 1042-S
issued by custodian

Non-withholding and disclosing QI

+ Primary withholding agent assumes
section 1446 withholding and
reporting responsibilities

« Primary withholding agent discloses
the beneficial owner on Form 1042-S

+ Ol to report as a nominee

Q GrantThornton



New qualified intermediary (Ql) agreement and
1446(f) withholding

Key requirements

* Requirement to withhold 10% on amount realised from transfer of publicly traded partnership (“PTP”] for non-U.S. Persons
effective from 1 January 2023

* Applies to both U.S. and foreign PTPs
Key changes since the issuance of the new Ol Agreement

* Best efforts basis to obtain the US TIN

* Notice 2023-8 - where entities are organised outside of the US and trade only on a non-US stock market, the broker may presume
the entity is not a PTP for US tax purposes. Hence no requirement to withhold under 1446(f)

@ GrantThornton
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New qualified intermediary (Ql) agreement and

1446 (f) withholding

Practical considerations:

Options for Governance

QOls and RO

Costs of
maintaining
compliance

21 © 2023 Grant Thornton UK LLP.

Enhanced
documentat
ion
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Crypto Asset Reporting Framework (CARF)

Upcoming changes to the Common Reporting Standard
(CRS)

New EU directives —- DAC8 and CESOP



Information reporting - change of pace?

Changes to
CRS
reporting

Additional
scrutiny with
new QI / ODD

applications

Audit activity
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CARF - Rules and Commentary

The rules and commentary have been designed around four key building blocks:

Entities and
individuals are

Scope of Crypto- subject to data

Assets collection and
reporting
requirements

24 © 2023 Grant Thornton UK LLP.

Transactions subject
to reporting, as well
as the information
to be reported in
respect of such
transactions

Due diligence

procedures to identify
Crypto-Asset Users and
Controlling Persons and
to determine the relevant

tax jurisdictions for
reporting and exchange
purposes.
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Interaction between the CARF and the CRS

The CARF and CRS are separate reporting regimes that have some overlap for entities that have reporting
obligations under both of the regimes. To address the overlap, the CRAF has made the following allowances:

Specified Electronic Money Products' and Central Bank Digital
Currencies have been excluded under CARF as these products are
reportable under the CRS

Assets reportable under both the CARF and CRS such as shares in
crypto form, can be reported under the CARF only at the discretion of C RS
the Reporting Crypto-Asset Service Providers/Reporting financial

institution (jurisdiction-specific guidance will provide greater clarity) .

Indirect investments in Relevant Crypto-Assets through traditionall
financial products, such as derivatives or interests in investment
vehicles, are covered by the CRS

An Intermediary can rely on the CRS New Accounts due diligence
procedures for the CARF

1. o) a digital representation of a single Fiat Currency; b) issued on receipt of funds for the purpose of making payment transactions; ¢) represented by a claim on the issuer denominated in the same Fiat Currency; d)
accepted in payment by a natural or legal person other than the issuer; and e) by virtue of regulatory requirements to which the issuer is subject, redeemable at any time and at par value for the same Fiat Currency upon
request of the holder of the product

° GrantThornton
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Determine Impact - manage tax risk and
protect reputation

Implementation
and upgrade

HMRC
consultation
/ followed by
UK regs and

guidcmce Design and review
governance and procedures

Impact assessment:
determine the business Training and awareness
lines that will be impacted

Reporting readiness

Ongoing compliance
management and
recommend software
solutions

2023 2025
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Amendments to CRS

* Scoping in of new digital financial products including Central Bank Digital Currencies (CBDC]) and Specified
Electronic Money Products (SEMP)

* Changes in definitions of financial institution and financial asset
o Depository institution / investment entity

o References to Crypto-assets

Expansion of reporting requirements in respect of Account Holders, Controlling Persons and Financial Accounts
o Role of controlling person

o Whether an account is new or pre-existing

o Whether a valid self-certification has been obtained

o Type of financial account

* Qualification of certain capital contribution accounts as Excluded Accounts

* CRS now contains an optional new Non-Reporting Fl category for genuine Non-Profit Entities
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Determine Impact - Manage tax risk and
protect reputation

Consultation on amendments to CRS
envisaged later in 2023

RFls to conduct impact assessment across alll
product lines and business especially from a
crypto-assets perspective
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RFls to build systems to implement CRS changes

Considering new reporting formats - new XML
schema and new fields to be reported

Increased focus on quality of data and retrieval
methods during reporting - potential tags in
system to ensure all additional fields are being
captured.

Renew efforts to obtain self-certifications

HMRC committed to implementing rules

RFls cannot ignore changes in CRS

Prepare for increased scrutiny on compliance by
HMRC

2025 / 20267
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DAC 8

DACS8 will:

* Introduce uniform disclosure requirements
for e-money and crypto intermediaries;

* ECOFIN reached agreement on final text 16 May 2023
* Expected to receive final EU Parliament approval July 2023

* Envisaged start date 1.January 2026 Introduce significant information

* Expected that DACS will mirror CARF on key definitions so broad gathering requirements for intermediaries;
alignment Impose obligations on intermediaries to

* Other areas addressed around penalties and use of cross border obtain tax data and to file returns
tax rulings containing details of their customers’

acquisitions, disposals and income earned
during a period

° GrantThornton
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CESOP

. . CESOP will require payment service providers
Central Electronic System of Payment Information to: 9 PaY P

Extension of the EU VAT directive to clamp down on avoidance . .
Undertake impact assessments to review
Start date 1 January 2024 with quarterly reporting (first reports systems to determine impacted payments

due by 30 April 2024)

Impact on payment service providers under PSD2

Assess reporting requirements

Determine how to file XML returns across
Monitoring beneficiaries where more than 25 cross border different EU jurisdictions

payments per quarter (and where beneficiary EU / non-EU) Retain information for at least 3 years

What is a cross border payment?

Obtain assurance that they have
Detailed data elements for reporting implemented appropriately

Status of implementing legislation / guidance and penalty
regimes vary across EU

Interaction with GDPR
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Questions?
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E: martin.d.killer@uk.gt.com
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Jasmine Chan
Associate Director
T: +44 (0)20 7728 2483

E: jasmine.ys.chan@uk.gt.com

Dr Marcus Helios
Partner, Grant Thornton AG - Frankfurt

E: marcus.helios@de.gt.com
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Keep up to date

Financial Services Tax Events Weekly Regulatory Newsletter Risk and Regulation podcast
Explore and register for our future tax Subscribe to receive regulatory news, expert Monthly podcast on latest developments in
events in O3. insights and events direct into your inbox. financial services with our industry experts.
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