
The problems of a non-harmonised WHT relief system 
Good morning. My name is Paul Gisby and on behalf of Accountancy Europe I would like to thank the Members 
and the Secretariat of the FISC subcommittee for the opportunity to give our views on potential reforms of EU 
Withholding Tax procedures. 

Introduce Accountancy Europe 

For those of you that don’t yet know us, Accountancy Europe unites 50 professional 
organisations from 35 countries that represent 1 million qualified accountants working in 
private practice, in business and in the public sector.  

We are active in tax matters and indeed, in withholding tax matters, having produced a paper 
in 2019 on Simplifying Withholding Tax Procedures, followed by a public event in partnership 
with Pensions Europe. 

Origins of the problem 

Withholding tax is a payment on account of tax in the source jurisdiction. Double taxation of the same 

income may result where the taxpayer is resident in another country that also has taxing rights on the 

same income. 

There is no EU wide system for relieving withholding tax at source or, for repaying it, so taxpayers 

must rely on double tax treaties for relief and refunds, but some treaties do not permit this in full, or at 

all.  

To assess eligibility for treaty relief or make repayments of taxes withheld, it is necessary for the source 

tax authority to have, at the least, proof of the beneficial ownership of the source income and the country 

of tax residence of the taxpayer making the claim. 

Collective investment funds (CIFs) and pension funds are often unable to obtain treaty relief because 

they are usually tax exempt and, thus, are not considered as persons for tax treaty purposes. The situation 

is exacerbated by the lack of harmonised EU rules confirming the non-commercial and tax-exempt 

status of pension funds. 

Some countries allow CIFs treaty benefits if details of all beneficiaries are provided but CIFs may not 

have details of all investors or may not be able to transmit the data due to data protection rules. 

Each Member State has its own system for relieving or repaying withholding tax, which are still 

predominantly paper driven, resulting in the process being slow, prone to fraud, costly and difficult to 

navigate for the taxpayer. 

Many tax authorities themselves struggle to cope with large numbers of refund claims processed 

manually. 

The coronavirus crisis will probably have exacerbated these issues as remote working is incompatible 

with paper-based systems. 

Initiatives to improve relief and repayment, such as the EU’s Code of Conduct, are not widely applied. 

The OECD’s Treaty Relief and Compliance Enhancement package (known as TRACE) has only 

recently been implemented by the first Member State – Finland in 2021. 

Consequences of the problem 

The double, or over-taxation of income, doesn’t just affect smaller investors. Pension Europe’s paper 

Withholding Tax Refund Barriers indicates that costs for a refund action can range from 10 000 to 100 

000 euro per country for each fund, with refunds taking up to 10 years. Consequently, many pension 

funds do not pursue refunds to which they are legitimately entitled, reducing the funds available for 

pensioners. 

This double taxation has ripple effects on the wider economy as double taxation and delayed repayments 

reduce funds available for future investment.  

Irrecoverable withholding tax costs investors between 15 and 35%, acting as a disincentive to cross-

border investment and inward foreign investment into the EU. It acts as a barrier to investing in SMEs. 
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Indeed, the Tax Barriers Business Advisory Group identified this issue as one of the biggest barriers to 

free movement of capital in the EU and, thus, hindering EU Capital Market Union.  

Solving the problem – Recommendations 

We have some specific recommendations to combat these issues. We are happy to provide 
them in writing after the hearing, should this be helpful. 

First tier – harmonise, simplify and improve existing systems 

As a first step, we support the development of a pan-EU legal framework that commits Member States 

to harmonising withholding tax procedures, and a 6-month time limit for Member States to make repayments 

after receiving a valid claim with the correct supporting documentation. 

Harmonised documentation should be based on TRACE to ensure international compatibility. The 

information required by tax authorities should be rationalised and harmonised across the EU. 

National relief and refund processes should be digitalised, and claims should be available online in an 

international business language in addition to the national language.  

Electronic or digital signatures should be accepted and use of e-ID would facilitate the verification 

process for individual investors. 

Second tier – moving towards wider relief at source 

The second tier is granting more relief at source. We propose standardised categorisation and definitions of 

investor types. The definitions should include the characteristics of recognised pension fund and CIFs, 

based on existing work by such bodies as the OECD. These entities should also have access to 

harmonised and simple documentation to establish entitlement to treaty relief.  

This could be the first stage towards developing a single tax register that would list all CIFs and pension 

funds across Europe entitled to treaty relief. 

These developments would inevitably require more exchange of information between Member States and other 

countries that have signed to the Common Reporting Standard.  

We believe that greater use should be made of certified Authorised Intermediaries to provide the 

information required by tax authorities to grant relief at source and also to claim relief or repayments 

on their clients’ behalf. 

The certification system should involve checks on the internal controls of the Intermediary’s know your 

client system, which should establish that any information or self-certification provided by the 

beneficial owner is consistent with the Intermediary’s knowledge of that client. 

Third Tier – Development of a harmonised system for automated relief at source 

Ultimately, we would like to see the development of a common EU automated process to establish entitlement 

to treaty relief at source. 

We believe that distributed ledger systems could be used to make the European withholding tax system more 

efficient. They also facilitate linkage with existing systems used by tax authorities and Authorised 

Intermediaries, reducing the overall transition costs. 

For example, a 2017 study on modernising Danish manual withholding tax procedures highlighted the current 

lack of a central information system to manage the flow of information between all the parties involved in a 

refund. The study proposed a distributed ledger system that would for check eligibility for relief at source in 

real-time, or near real-time. Using fungible and non-fungible token, the system would ensure that each dividend 

payment event only triggers a single repayment, greatly reducing the possibility of fraud.  

The study also highlights that all legitimate parties have an incentive to join such a system and that making the 

refund process easier could be a positive incentive for inwards investment. 

We commend the European Commission and the FISC subcommittee for their efforts to modernise the 

withholding tax system in the EU and believe that we now have the opportunity to develop a cost-effective 
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system that is more attractive to investors and hostile to fraudsters.  

 

That is the end of my statement. Thank you for your attention and I am of course happy to take questions.  

 


