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SUMMARY

Paying Agents Upon Receipt ateuctures which areiot subject to effective taxation
and are effectively managed within the EU savings tax territayich secure interest
for beneficial owners residentn another Member StateTheseare entities and legal

arrangementssuch adrusts, foundations, partnershipend offshae companies.

The revised EU savings tax movessponsibility for applying theRA NS OU A O ¢
provisions away from banks and assigmBaying Agent responsibility othe
management ofentities & legal arrangementsThis has profound consequences
because the bank, as previous PayAgent, ofterclaimed it wasunable to identify
the actual beneficiary or principal contributor and thus could not impose savings
tax. Payng Agents gon Receiptmustidentify the Beneficial Owner o8 sequential
steps-
I.  Theimmediate beneficiaryf idertifiable, else
ii. If no immediate beneficiary is identifiable, then tHgeneficial Owner is
deemed to be the persowho directly or indirectly contributed the assets to
the fiduciarystructure, i.e. the principal contributorNote indirectly means via
a nomiree settleror agent founder
li.  If no immediate benegiary or principal contributoris identifiable, thenthe
structure becomes &aying Agent plon Distribution, applying the savings tax
on any beneficiaryvho within 10 yearsvho becomes entitled to thepayment

or the capital that produced the interest

Note: An entitymay opt out of being a Paying Agent dgating to be treated as

aUCITS if it is similar tanaindertaking of collective investment

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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1. How entities & legal arrangements usually disguise the actual beneficial owner

A prime goal of a tax planneradvocatingstructuressuch as trusts, foundationsffshore
companies and nomineesto separatdegal ownership of theassets from thactualbeneficiary
These structuregp date havesuccessfully @oided international taxes as they are crafted to
present an image that no partyahxed can have a tax liability. This is doneeightstages

1.1 Seperatéegal ownershigrom principal contributor

I f itds not yours, you canodét be taxed.

)
iy

—
Actual
beneficiary

. o _ 1#'s mot mine, it
The prime gal of a fiduciary structureis for the ¢ mot mine, I
never was
mine, it’s not
for me and /

don’t control it.

principal contributorto give legal ownership ofhis
assets awato a nominee owner, ystill influence how
it is utilised Trustees mayavelegal ownershipf the
assetsput they are not personally entitled to leébh from the assets.
Some structures dondt even have any form o
role. Companiescan use nominee shareholdeis own the assets on behalf thfe actual

beneficary The fAgi vingo of a s s ally srevarable yo renfarge thee c ¢

concept that the assets no longer belong to the principal contributor.

1.2 Mask the original source of assets

I f it didndét come from you, you canbdét be tax

If a beneficiary of a structure It wasnd me

! funded
it cannot be identified, tax who funded
authorities often go after the the
Nor 2 individual who initially contributed the assets. structure®s

Agent Therefore, the original contributor is often masked behing

Principal

a nominee. It istandardn many offshore jurisdictions to arrange for a contributor

lawyer or trustee , known asnaminee settbr or agent founder, to settle a .
small initial nominal trust fund. The real original contributor, known as thg% \
principal settler or principal founder, then later adds a more substantial lie)p)

trust fund. The founder of Liechtenstein foundation is never theipaihc

contributor, but the lawyer or fiduciary company who files to incorporate the foundation.

Many banks in the EU do natquirethe identity of the principal contributor offaluciary

structure, thus allowing the contributor to escape tax liability

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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1.3 Disguise control

| f you dondt contr ol it, 1T tds not yours.

The principal contributormost likely wants tanfluence how the assets

/ control
the

given awayare to be utilisedOtherwise why give it away?JThe
problem is thatax authoritiesnaydeem theoriginal ownerof the
assets as a beneficiafyhe isstill controlsthe assetsupposedlygiven
away If you control theassets that you supposedly gave away, then you

reallyhav e n 6t r easadwheyshigi v en

Principal

contributor

_- —
_.-~"Theprincipalcontributorcontinues to control thesaetsndirectly
)ﬁ%%i{ andsurreptitiouslyvia arrangementand facilitiesto associated with N
SR fiduciary structuresuch as undisclosdeiter of wishesunregistered \‘
LN Lo !
,.Lf\‘ » bylaws appointing grotector, etc //l
i Generally, o-oneoutside tte fiduciary structure know$e principal ,/’
4 contributorstill controls the assets. et

-
- -
S-< -

1.4 Utilise a temporary holder / manager of the assets

Manager does not beneficially ouvlme assets but may have legal ownership

The custodian of the asset has a role to manage the assets on Hatradffiofaries at the
direction of the principal contributor. In some structures, the

manager such as a trustee has legal ownership of the assets bu :

establishment. Generalftge trustee / manager of the assets are |

cannot benefit from the assets. some structures, there is no

owner of the assets such as a Liechtendteindation or

not taxed because the assets are for the benefit of someone else, who may or may not be
identifiable.

Offshore trustees and foundation councils are generally not taxed anctimee of the
structure

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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1.5 Ensure no beneficiary is immediately entitled to income

I f 1itds not for you now y ou be taxed

l am not an
immediate
beneficiary,
yet

The beneficiary will be taxed he is
immediately entitled téhe structur® s

income Therefore the structuis setupto

ensurehat the beneficiary is not immediately
entitledto the incomeThe nominee ownewill claim to havediscretionin

decidingwho and how much is paid to a futunrenamedeneficiary.

Usually, if an immediate beneficiary is not identifiable, ndpavill be taxed.

1.6 Add an entity / legal arrangement layer to further buffer ownership of assets

Obfuscate ownership and management.

Foundations and trusts almost always hold the assets via a
offshore company or partnership. This enhances confidewtiali
simplifies holding of assets anywhere in the world, allows

income to be distributed as dividends, further distances the

beneficial owner from direct ownership, ensures the foundation
or trust never holds assets directly, allows appointment of thity giaectors to further
obfuscate the true management, etc.

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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1.7 Perform alchemy oimcome before distribution

Charity begins at home

Fiduciary g¢ructures may fake a beneficiaryby paying

nominal amounts to a stated charity beneficiary buttpay

benefciary upon windupor according to the undisclosed
letter of wishes The charity isthen presented as the sole
beneficiary to tax agents, allowing the actual beneficiary t6

escape tax liability.

Other methods to avoid income tax is to delay distributiom@dme secured for several

years and convert the income into a capital gain, wage, loan, consulting fee, etc.

A delayin distributionenable the controller to change the characterirafome payment
received by the fiduciary structure to a more tax berafisuch asloan or capital

distribution.

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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1.8 Present restricted view of structure to bank

A

They candét snitch on what they dondét know

The bank holding the structure's account is the Paying Agent responsible for applying the
savings tax. However, with a rasted view presented to the bank, a beneficial owner cannot

be identified. The bank cannot apply the savings &axicone supposedly owns the assets,

::\© |y lestritted view !

of fiduciary structure

Imm—----- T ¢ .";
'n ,——7 EA‘)
Letter of :.. _-" AV |

I -

1
1
1
i wishes / .,, e Nominee "
- -
| by-laws L .7 n SV
! e owner / g’ 'S |
1 v X
manager n K RAY
: " NSRS
]

Nominee !

(14 lagent Fiduciary Structure No immediate ' ——»
N— contributor (trust, foundation, company) beneiciary ::
Principal n o 4 A n Actual
[1]
contributor " : - :: beneficiary
" Income "
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2. Responsibilities of Paying Agent Upon Receipt
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2.1Why appoint the management a$aying Agent Upon Receipt? % :

If banks, as Paying Agentsclaim they do not knowhe actual—

flr # o

beneficiary or principal contributaf a structurethen they areinable apply the savings tax

provisions Consequentlyit is sequentiallylogical toappointthe management atructure,

rather than the banks thePaying Agent calledPaying AgentJpon ReceiptThe managers

of fiduciary structures have aall encompassing view of the sefug p uang tous e

beneficiaries.Thereforethese Pging Agents Upon Receiptan levy thesavingstaxes

accordingly.

Unimpeded view of structure
by Paying Agent Upon Recei

mE R R R R NN NN NN N NN NS NN NSNS N SN CEEE N EEEE SN EEEEEEEEEEEEEEEEEEEEEEEEEEEEE=EE=SE=E=E=W

-
Letter of

" Principal
w  contributor

1

1

.
" 1 wishes / -
n | _-- g |
I ' by-laws o, .- ﬁ )
n --Te-- ve BB

Nominee
owner/
manager
T

-

Nominee/ Agent

) T Interest
contributor

Actual »
beneficiary

Paying Agent

Knows theactual beneficiary, even if
determinedn thefuture

Upon Recei/pt
'.._.l- —+

Knows theprincipal contributor who
directly orindirectly provided the assets,

In the highly unlikely event of &duciary
managebeingunable to pierce the veil of
a nomined agent then the responsibility
for applying the savings tax provisions is

appointed on the nominee
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2.2Whichintermediate structuresare obliged to act as a Paying Agent UpoacRipt?

Any entity or legal arrangement whieh:
a) is effectively managed within the EU savings tax jurisdiction
b) secures interest
c) the interest igffectively untaxed
d) beneficial owners are resident iniéferentMember State

The revised EU savings tax directiventains anndicative| i st of APaying Agent
These are entities aegalarrangementsot subject to effective taxatioandare effectively

managed wi t hi n t he diTheRaying Agert Wport Reaeiptis respongible to apply

the savingsax provisions, viz. withholding or reporting.

The Paying Agent upon receipt applies the savings tax provisions on its accounts

Important locatedanywheran the world. This means that automatic reporting could occur even if
= the bank account is located in a jurtdtbn with banking secrecy, such &mgapore

" Place of effective managemenbf an entity /legal arrangement, with or without leg
personality, shall mean the address wherg k®nagement decisions are taken that
necessary for the conductofttent i t y6s activity as a who

" Subject to effective taxatiorshall mean that an entity or a legal arrangement is liable to t
all its income, or on the part of its incomeriautable to its nosesident participantg
including on any interest paymentsax@ation at a zero rate shall in any case be consider
be not subject to effective taxation.

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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Why appoint Paying Agent Upon Receaipht..

For example

UK trustwith a Swiss bank account foiK beneficial owners igiot a Paying Agent Upon
Receipt.
[ point (d) above not trug

compared to

UK individual with Swiss bank account will be subject to saving tax as Swiss bank
Paying Agent

S

UK individual with UK bank isnot subject to savings tax.

compard to

Jersey trust with UK beneficial owners with UK bank is a Paying Agent Upon Receipt.
[ points (3,(c),(d) aboveare true]

Panama IBC with Bahamian resident directors and Swiss bank accoohti®aying
Agent Upon Receipt.
[ point (8) above not trué

compared to

Panama IBC with Liechtenstein directors and Swiss bank account is a PayindJagant
Receipt.

2.3 at | & A ytWpoh BiSriputioré Yf the management of an entity / arrangement cannot
identify an immediate beneficiary nor identify the individuals(s) who initially directly or
indirectly contributed the assets, t hen
A PayAgengUponDi str i but i on 0 wneriwll ée tieeersor who withih O
10 years becomes entitled to payment.

E This will be most likely for a discretionary trust or foundation where the settler /
founder is deceased or claim they do not know the safrthe assets which were
used to establish the trust / foundation.

2.4 Option to be treated as a collective investmen&n entity (not a legal arrangemerttps
the option of not being &aying Agent Upon Recelpif it is similar to a collective
investmenand electdo be treated as a collective investment. This means the bank making
or securing interest paymerits the entityrevertsbackto bang the Paying Agent.
E E.g. a private investment d¢iu

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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E Why appoint Paying Agent Upon Receipht... _Eﬁ.’:ﬁ) o

2.5What information about the Paying Agent Upon Receipt iseported by the economic
operator (bank) to the compéent authorities?

2.5.1. Automatic notification to tax authorities on existenceof Paying Agent Upon Receipt

A Paying Agent Upon Receipt may not have a bank account in their own country.
Therefore the tax authorities would not normally know about the existence of the Paying
Agent Upon Receipt. In order to notify the tax authoritieshe existence of a Paying
Agent Upon Receipt, the bank (Paying Agent) must report to the tax authorities of the
Paying Agent Upon Receipt about the existence of that Paying Agent Upon Receipt...

Any economic operator established in the savings taxidéeyrivho makes an interest
payment to, or secures such a payment for, an entity or a legal arrangement which has its
place of effective management in the savings tax terrgtrgrthan the State where the
economic operator is established, shall inforne tompetent authority of its State of
establishment the :

i. the name of the entity or legal arrangement;
ii. itslegal form;
iii. its place of effective management;
iv. thedate of the latest interest payment;
v. the total amount of the interest payment; made to, or sdcure

Note: this notificationapplies irrespective of who the beneficial owner is, i.e. even for non
EU residents. This is becausethis stage afhe paymentthe Paying Agentis unaware of
whothebeneficial owner is.

2.5.2 Option for Paying Agent to withhold tax on payments to Paying Agent Upon Receipt

For those Member States and third country parties that withhold tax instead of automatic
exchange of information, theonomic operator may opt to withhold the savings tax if the
entity / arrangement doest agree tohave its information reported. Note this applies
irrespective of where the beneficial owner is resident, i.e. even for non EU residents!

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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3. Beneficial Owner

An untaxedentity or legal arrangemst established or effectively managed within e
savings taxerritory is a Paying Agent Upon Receipt and must determine the Beneficial Owner
accordingto one of the following threscenarios (i) an immediate bergdiry entitled to the
paymentis identfiable, or (ii) aprincipal contributor ofthe assets is identifiable, or (iithe

beneficiaryentitled to the paymetis only identifiable at a later date.

3.1 Immediate beneficiary identifiable:

Beneficial Owners are deemed to be the individuals who rareediately entitled to

receive the income arising from the assets producing such payment, when the entity or

legal arrangement receives the payment or when the payment is secured on its behalf;

3.1.1 For a company:
The Beneficial Owner of a company is
E any shaeholder who owns more than 25% equity of a company
E alternatively it isthe natural person who exercises control oler t

management of a legal entity.

4.1.2For a trust / foundation
The Beneficial Ower of a trust or foundation:is
E where the future befieiaries have already been determined, the natural
person(s) who is the beneficiary of 25% or more of the property; or
E alternativelythe natural person(s) who exercises control over 25% or more

of the property ba legal arrangement or entity

3.1.2 For a partrership
The Beneficial Owner of partnership are:
E Ordinarily, the principal general partners
E Additionally, any limited partner entitled to at least 25% of the assets is a

Beneficial Owner

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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Beneficial Owner cont... g
3.2 Contributor isbeneficialowner if immediate beneficiarynot identifiable

If at the time of receipt of payment it is not possible to identify a beneficiary who is
immediately entitled to the interest payment, the Beneficial Owner is then deemed to be
the individual who directly omdirectly contributed theassets tavhich gave rise to the
payment regardless of whether this individual is entitled to the assets or income of the
entity or legal arrangement

I Aregardl ess i f i ndiensurad thadrincipascorgriputordéeimedd t o

the beneficial owner even if the trust is irrevocable.
I findirectlyd meansprincipalcontributor via a nomineagent
I this effectively nullifies attempts for a nominee contributor to claim responsibility for

funding a fiduciary structure with a sthaominal settlement.

If a discretionary trust claims at the time of receipt of income it does not yet

know the beneficiary then theincipalsettler will be deemed the Beneficial

Owner.This will also similarly affect foundation councils whatwaysknow the
principalfounder, even if it is not publically registered.

Nomineescontributors are commonly usenh offshore structuregor example a

lawyer isfounder of a Liechtenstein foundatjar a company provided by the
trust provder acts a nominee settléccording to the B directive on money
launderingAr t 3. 7( e) , nomi nees are categor.
pr ovi der sibthe Rayird) Adent Wpondeceipt cannot pierce the vell of
anominee contributor of assets, then the nominee is candidatdor Paying Agents

Upon Receipt themselves, awdl thushave toidentify theprincipalfor whom

they are acting.

3.3Beneficiary identifiable at a later date- Paying Agent Upon Distribution:

If there is no immediate beneficiary identifiable nor identifiablatabutor, then the
Paying Agent Upon Bceipt must keeprack of interest and later apply the savings tax
provisionson the Beneficial Owner being the person who within 10 years becomes
entitled totheinterest, or any distribution representing that income, or to the assets that
produced the interest.

_ 1 This will be the standard for a discretionary trust / foundation where the settlor /

‘*mﬁ g founder is deeasedr for truststhatdo not require a settlor

RECN

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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3.4 Multiple layers of structures

Examplel:

Foundation
| (Liechtensteii

Beneficial Owner
(Belgiun)

International
Business
Company
(BVI)

Pagel4 of 29

Beneficial Owner cont... %

BankAccount
(Switzerland)

1 The Swiss bank will infon theLiechtenstein authorities that the Paying Agent
Upon Receipt is thEoundation who manages the BV I company.

1 The Liedtenstein foundation will be the Paying &g Upon Receipt responsible
for applyingthe provisions ofthesavings tax

| Foundation
(Liechtenstein

Beneficial Owner
(Bdgium)

International
Business

~ Company |
(Panama)

BankAccount
(Switzerland)

1 The Swiss bankas economicoperator looks throughthe Panamalnternational

Business Companio the beeficial owner. As the éneficial ownerof the IBCis a

Liechtenstein foundation, the Swiss bamalises it is securing interest fon antity

(foundation)managed within the savings tax territory.

1 The Swiss bankvill theninform the competent authoritiésat it hassecuredpayment

for the Liechtenstein foundation.

1 The Liechtenstein foundatidrecomeghe Paying Agent Upon Receipt

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e



.. Pagel5of 29
6\ g

4. Exemption from Paying Agent Upon Receipt responsibilities

4.1 There ardour conditions where an etyior legal arrangemernis excluded from NG ;

Paying Agent Upon Responsibility responsibilities:

4.1.1 Fund - An undertaking for collective investment or other collective investriugrat
or scheme

4.1.2 Pension or insurance company An institution providing pension or insurance
services oan undertaking mandated by such mstitution to manage its assets.

1 Insurance- the bank is the economic operator as it is the final link with the
customer. The insurancecompany must provide information regarding the
interest.

1 Pensions are included inthe Mutual Assistance and anti fraud directive for
automatic exchange of information.

4.1.3 Exclusively a Public charity - Acknowledged under the procedures applicable in
the Member State where it is resident for tax purposes or has its place of effective
managment that it shall be exempt from effective taxation under the general rules
for direct taxation because it servesclusively charitable purposes for thmublic
benefit

4.1.4 Known shared owners- Constitutes a shared beneficial ownership for which the
econanic operator making or securing the payment has established the identity and
residence of all the beneficial owners and the economic operator therefore is the

payingagent.

4.2 Entity similar to collective investment may opt out- An entity which is similar 6 an
undertaking for collectivénvestment or collective investment fund or scheme shall have the
option of being treated for the purposes of this Direcisesuch an undertaking, investment

fund or scheme.

4.2.1 Where an entity exercises that option, the Menftate in which it has its place of
effective management shall issue a certificate to that effect. The entity shall present
that certificate to the economic operator making or securing the interest payment.
The entity shall in that case be exempted frdPaying Agent Upon Receipt

obligations

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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ExemptedPaying Agent Upon Receipt cont...

R
4.3Exemptedif less than 15% interest assets threshold QQ}V
(2P
Member States shall have the optiorer€luding from the definition of interest, :;\*:‘:;,
payments which are made or creditecan account of an entity or a legal arrangement,
which is a Paying Agent Upon Receipt where the direct or indirect investment of such an
entity or a legal arrangement in debt claims and capital guaranteed interest substitutes does

not exceed 15% of itzssets.

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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5. Information to be provided by Paying Agent Upon Receipt

In jurisdictionsthat are mandated dmaveeleced automatt exchange of informatigrthe Riying
Agent Upon Receipt must provide the followimgnimum amount of information to the compette
authority:

5.1the identity and residence of the beneficial owner established

5.2the name and address of the paying agent;
*

Criticd

F 5.3theaccount numberof the beneficibowner or, where there is nore:
5.3.1 identification of the debt claim giving rise to the interest paynoe of the life
5.3.2 insurance contract, securighare or unit giving rise to that payment;
5.4the total amount of its interest payments recejveecuredor deemed to accrue to its

beneficial ownersThe information provided must distinguish and show sepgrite-

5.4.1 Debt claims- the amount of interest paid or credited

5.4.2 Capital guaranteed securities either the amount of any income paid, realised or
credited or the total amount of the payment

5.4.3 Accrued or capitaliseddebt - either the amount of interest or imae referred to or
the total amount of the proceeds from the sale, redemption or refund;

5.4.4 Interest distributed by funds - either the amount dhterestreferred to or the total
amount of the distribution

5.4.5 Annualised interest - where a Member State exercisée toptionto annualise
interest,on the amount of annualised interest or other relevant income

5.4.6 Life insurance - either the benefit calculated in accordance with that provision or
the total amount of the payment. If, in the case of assignment to a thtydtpe
paying agent has no information about the value conferred: the sum of the

payments made to the life insurer under the life insurance cantract

5.5During the transitional period, Member States levying withholding tax may provide that an
economic opextor making an interest payment to, or securing such a payment for, an entity
or a legal arrangement referred to in Article 4(2), which has its place of effective
management in another Member State, shall be considered to be the paying agent in place of
the entity or legal arrangement and shall levy the withholding tax on that interest, unless the
entity or legal arrangement has formally agreed to its name if any, its legal form, its place of
effective management and the total amount of interest paid do secured for it being

communicated in accordance with the fourth subparagraph of Article 4(2).

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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Information to be provided by Paying Agent Upon Rec' 2

<Y

5.6 The Paying AyentUpon Receiptshall inform the competent authority of the Member
State whee it has its place of effective management

5.7 In the cas®f shared beneficial ownership a Paying Agent Upon Reeefirm where
it has its place of effective managememiether the amoumeported for each beneficial
owner is the full amount attributabto the beneficiadwners collectivelythe actual

share pertaining tthe beneficial owner concernedam equal share.

5.8 Notwithstandinghe previousMiember States may allow PayingéntsUpon Receiptto
report onlythe following:

5.8.1 in the case of interepaymens within the meaning df) debt claims{ii) capital
guaranteed securitieand (iii)income distributed from fundsthe total amount
of interest or income;

5.8.2 in the case of interest payments within the meanir(@ accruedandcapitalised
debtclaims, and (ii) accrued and capitalised funtige total amount of the
proceeds from the sale, redemptionefund related to such payments;

5.8.3 in the case of interest paymefrtsm life insurance policies either the benefits
about which the competentithority of the Member State oésidence of the
beneficial owner has not yet been informed, by the paggent or its fiscal
representative pursuant to any legislative provision diffdrent those necessary
to implement this Directive, or the total aomi paid ouunder life insurance

contracts generating such payments.

The Paying AyentUpon Receipshall inform whether it reports the total amounts

according taeach of the previous three categories.

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e



6. Withholding Tax

In those jurisdictions which law withholding tax as an equivalent
measure to exchange of informatidme Paying Agent/ponReceiptshall

levy a withholding tax at a rate of 35 éf:

6.1
6.2

6.3

6.4

6.5

6.6

6.7

Debt claims- interest paid or creditenh debt claims of any kind

Capital guaranteed securities amount of any icome paid,

realised or credited on securities of any kind with a capital guarantee or linked to interest
Accrued or capitalised debtor collective investments interest at the sale, refund or
redemption of the delatr fund; either on themaount of interesbr by a levy of equivalent

effect onthe full amount of th@roceeds from the sale, redemption or refund

Distributed income from collective investments on the amount of interest

Annualised interest- where a Member State exercises tp&am to annualise intereston

the amounbf annualised interest or other relevant income;

Life insurance - on the benefit calculated in accordance with that provision. MeBtag¢es

may allow paying agents to levy withholding tax only on the benafitait which the
competent authority of the Member State of residence obdneficial owner has not yet
been informed, by the paying agent or its fisegdresentatives pursuant to any legislative
provision different from thoseecessary to implement thisrEctive.

During the transitional period, Member States levying withholding tax may provide that

an economic operator making an interest payment to, or securing such a payment for, an
entity or a legal arrangement, which has its place of effective managemeanother
country within the savings tax territgrghall be considered to be the paying agent in place
of the entity or legal arrangement and shall levy the withholding tax on that interest, unless
the entity or legal arrangement has formally agreedst name if any, its legal form, its
place of effective management and the total amount of interest paid to it or secured for it

being communicated

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e
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7. Surprising responsibilities of Paying Agents Upon Receipt

7.1Paying Agents Upon Receipt responsibility appliesto all foreign bank accounts

7.2
The entities and arrangements &spayi ng agentwill awpyslbe r e c ¢
obliged to apply the provisions of the Directive, exchange of information or
withholding tax, upon receipt of any interest payment feong upstreameconomic
operatorwherever established This isactuaj irrespective if the structure holds its
bank accounbutsice the EU savings tax territory such as a branch in Singapore or a
subsidiary in Bahamaghis could involve withholding tax or automatic eacige of

information depending where the paying agent upon receipt is established.

7.2 Excludedinterest if less than 15% interest assets threshold ‘;\»
%p
Member States shall have the option of excluding from the definition of ! K‘w

interest paymestwhich are made aredited to an account of an entity or a legal \\"
arrangement, which is a Paying Agent Upon Receipere the direct or indirect

investment of such an entity or a legal arrangement in debt claims and interest substitutes
has not exceeded 15% of its assitstethat collective investments are not included in this

calculation.

7.3Discretionary mandate accounts in foreign subsidiarie8
The definition of a legal arrangement vghere a person or organization controls property
f=xd/or money for another person or argzation This is not exclusively a trust. This also
relatesapplies to a discetionary mandateThereforeif a bank established within thEU
savings taxerritory has a discretionary mandate over a beneficial owner's account in a bank
outside thesavings taxterritory, then the bank within the territory igotentially a Paying Agent
Upon Receipt.
- E.g.abank inLuxembourgnanages a caurd in therdBahéansassusidary
This discretionary mandate is a "legal arrangement” equivalent to a trust. A4dbad
arrangement” is untaxeth Bahamasand is effectively managed within the territory of

the EU savings tax thethme bank inLuxembourgs candidate for being "Paying Agent

upon receipt".

A Practical Guideline to Paying Agents Upon Receipt for the EU Savews/e



