
 

 

 

1 
 

 

 

WITHHOLDING TAXES:  

NEW EU SYSTEM TO AVOID DOUBLE TAXATION IN 

THE FIELD OF WITHHOLDING TAXES 

SUMMARY REPORT OF THE PUBLIC CONSULTATION 

 

Disclaimer: This document should be regarded solely as a summary of the contributions made by 

stakeholders to the public consultation on the withholding tax initiative. It cannot in any circumstances be 

regarded as the official position of the Commission or its services. Responses to the consultation activities 

cannot be considered as a representative sample of the views of the EU population. 

1. BACKGROUND 

Withholding tax (WHT) refund procedures for cross-border payments have been found to 

be resource-intensive for both investors and tax administrations due to the complications 

in assessing the entitlement to reduced WHT rates and the lack of digitalization. As a 

result, non-resident portfolio investors may forego their right to apply for tax treaty 

benefits. This leads to double taxation and reduced attractiveness of the EU market for 

investment. Additionally, alleged large-scale tax fraud abusing WHT refund procedures 

known as “Cum/Ex” and “Cum/Cum” schemes have been uncovered in some Member 

States. 

In light of this, the European Commission is preparing the withholding tax initiative 

which aims to improve WHT procedures for non-resident portfolio investors and prevent 

tax abuse related to refund procedures (i.e. double refunds or dividend arbitrage). To 

contribute to this proposal, a public consultation was held from 1 April 2022 to 26 June 

2022. This summary report provides a factual overview of the valid responses that were 

received. 

2. RESPONDENT STATISTICS 

A total of 1683 responses were submitted, 1 of which has been deemed invalid due to 

containing profanity and has been discarded, leaving 1682 valid responses from 31 

countries. 

Regarding stakeholder types of respondents, EU citizens accounted for 92.0% of 

responses (1547 of 1682), 3.5% (59 of 1682) came from companies/business 

organisations and 2.4% of responses (40 of 1682) from business associations.   
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Figure 1: Stakeholder type – all respondents 

 

In regard to country of origin, 57.2% of responses (962 of 1682) came from Spain, 

20.1% (338) from Germany, and 10.0% (169) from Portugal. As for the remaining 

responses, 10.5% (177) originated from other EU countries and 2.2% (37) were from 

non-EU countries. 

Figure 2: Country of origin – all respondents 

 

When only looking at the country of origin for companies/business organisations and 

business associations, 17.2% of responses (17 out of 99) originated from France, 15.2% 

(15) from Belgium, 11.1% (11) from Germany, and 21.2% (21) from non-EU countries. 

Figure 3: Country of origin – companies/business organisations & business associations 
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3. ISSUE AT STAKE 

89.0% (1495 of 1679) of respondents strongly agree that the current functioning of WHT 

refund procedures in Member States hinders cross-border investment in the EU 

securities market. 92.0% (1430 of 1555) of EU citizens strongly agreed, compared to 

50.0% (49 of 98) of companies/business organisations and business associations. 

In terms of payments where the issue of inefficient WHT procedures is relevant, 

dividends from listed companies received 98.93% of responses (1662 of 1679). More 

than 78% (of 98 responses) of companies/business organisations and business 

associations also deemed dividends from unlisted companies and interest related to 

debt instruments in listed companies as relevant, compared to less than 35% (of 1555 

responses) of EU citizens for those two types of payments. 

Figure 4: Payments affected by inefficient WHT procedures – all respondents 
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In the opinion of respondents, the nature of the problems with existing WHT refund 

procedures considered to be of “high importance” include the following: lengthy WHT 

refund procedures were cited by 88.69% of respondents (1451 of 1680), lack of 

digitalization and non-user-friendly forms by 88.13% (1441 of 1680), and costly WHT 

refund procedures in monetary terms by 79.59% (1283 of 1680). 

Figure 5: Nature of the problems with existing WHT refund procedures – all respondents 

 

As for the consequences due to the problems with WHT refund procedures, the two 

most important matters for EU citizens include the permanent double taxation suffered 

cited by 91.29% of respondents (1425 of 1555) and giving up the right of submitting 

WHT refund claims by 74.76% of respondents (1164 of 1555). On the other hand, the 

two issues most often ranked as ‘high importance’ by companies/business organisations 

and business associations are the delays in effectively receiving the excessive WHT 

refund, cited by 89.80% of respondents (88 of 98), and the high compliance costs 

associated with the WHT refund process cited by 83.67% of respondents (82 of 98). 
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Figure 6: Consequences of the problems encountered with WHT refund procedures – all respondents 

 

58.7% of respondents (969 of 1651) regularly invest in securities in EU countries that 

are not their home country, 24.7% (407) do so occasionally, while 15.0% (248) have 

never done so. Those who do not invest outside their home country indicated wanting to 

avoid double taxation and inefficient WHT procedures as main reasons.  

Figure 7: Investing in securities in an EU country that is different from the home country – all respondents 
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Additionally, 62.3% (857 of 1376) of the respondents who invest in securities in EU 

countries outside their home country regularly encounter problems with the refund of 

the excess tax withheld when the rate of the applicable Double Taxation Convention is 

levied. 50.8% (651 of 1282) of EU citizens were never able to get a refund on the 

excessive tax withheld, whereas 75.9% (41 of 54) of companies/business organisations 

and business associations were able to receive a refund in some cases.  

Figure 8: Receive excessive tax withheld back –  

EU citizens (left) vs. companies/business organisations & business associations (right) 

    

The countries with which respondents have regularly encountered problems with are 

France with 51.6% of respondents (867 of 1680) and Germany with 39.3% (661 of 

1680), while the Netherlands has posed the least problems according to 16.6% (279 of 

1680) of respondents. 

More than 50% (of 1555) EU citizens answered with “don’t know” or did not give an 

answer on the questions regarding the time or monetary costs for claiming refunds. For 

56.4% (31 of 55) of companies/business organisations and business associations, the 

period of time to receive a refund was longer than 2 years. Additionally, 83.3% of this 

stakeholder group (45 of 54) reported that collecting the required documentation for one 

refund claim takes more than 3 weeks with the monetary cost of the refund procedure 

being a medium percentage of the refund amount for 33.3% (18 of 54) of them.  

4. NEED FOR EU ACTION 

94.1% of contributors (1583 of 1675) strongly support the need for EU action to make 

WHT procedures more efficient; with 94.3% (1576 of 1672) responding that action at EU 

level would add high value as an EU-wide framework would be in place.  
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Figure 9: Need for EU action – all respondents 

 

5. POLICY OPTIONS 

From an investor’s point of view, 83.9% (1295 of 1544) of EU citizens have a preference 

for a harmonised relief at source system. Many companies/business organisations and 

business associations share this view with EU citizens; 42.2% (35 of 83) of this 

stakeholder group thought that a harmonised relief at source system should be 

accompanied with a harmonised refund system. 

5.1. Improving withholding tax refund procedures 

The three most preferred measures to streamline WHT refund procedures are the creation 

of a single web portal for refund claims, cited by 72.17% of respondents (1193 of 1653), 

standardised and same language forms by 55.78% of respondents (922 of 1653), and the 

ability to e-request tax residence certificates along with a digitalized verification 

system by 52.57% of respondents (869 of 1653).  
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Figure 10: Measures for streamlining WHT refund procedures – all respondents  

 

Additionally, 61.0% (957 of 1653) of respondents answered that besides non-resident 

investors, financial intermediaries should be able to make refund claims on behalf of the 

non-resident investor in bulk, rather than on a case-by-case basis. 

Figure 11: Who should make the refund claim to the investment country – all respondents 
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5.2. Establishing a common EU relief at source system 

Under a potential EU relief at source system, 61.34% (1022 of 1666) of respondents 

think that dividends, interest, royalties, and other passive income payments should be 

covered. Additionally, 81.6% (1297 of 1589) of respondents think that there should be a 

fully-fledged relief at source system (covering both low and high-risk payments).  

Figure 12: Payments that should be covered under a relief at source system – all respondents 

 

In the context of a relief at source system, 44.4% (24 of 54) of companies/business 

organisations and business associations consider a joint limit of a minimum WHT rate 

and a maximum amount of payment as a low-risk payment. While 29.6% (16 of 54) of 

this stakeholder group consider payments as “low-risk” if the applicable WHT rate is 

above 15%. EU citizens had mixed opinions on this question and their responses did not 

reveal a clear preference.  

Figure 13: What is considered a low-risk payment – companies/business organisations & business associations 
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65.6% (1066 of 1666) of respondents believe that investors from EU and non-EU 

countries should benefit from a potential relief at source system. 74.7% (1194 of 1666) of 

respondents think that both EU and non-EU financial intermediaries should be obliged to 

report relevant information on the correct WHT rate to be levied on the dividend 

payment (or other passive income payments) to withholding agents. 

5.3. Enhancing existing administrative cooperation framework 

63.8% (952 of 1492) of EU citizens strongly agree that it would be appropriate to 

broaden the Directive on administrative cooperation (DAC) framework in the EU, 

compared to 23.3% (21 of 90) of companies/business organisations and business 

associations. Overall, the majority of respondents agree to some extent. 

Figure 14: Broadening of the EU framework of administrative cooperation in the EU –  

EU citizens (left) vs. companies/business organisations & business associations (right) 

   

Of those who agreed that the administrative cooperation framework within the EU should 

be broadened, 63.9% (821 of 1284) are of the opinion that this should be done in 

combination with other measures (i.e. a harmonised relief at source system). 

Figure 15: How the EU framework for administrative cooperation should be broadened – all respondents 
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Regarding the country in which the financial intermediary closest to the investor should 

report relevant information, 86.85% (1314 of 1513) of EU citizens are of the view it 

should be the residence country of the investor.  

Figure 16: Country in which the financial intermediary should report – EU citizens 

 

29.47% (28 of 95) of companies/business organisations and business associations share 

this view, while 45.26% (43 of 95) of this stakeholder group believe that information 

should be reported to the source country of the investment. 

Figure 17: Country in which the financial intermediary should report –  

companies/business organisations & business associations 

 

Additionally, 71.8% (1129 of 1573) of respondents agree that identification information, 

treaty residence status of the beneficial owners of the income paid, and the nature and 

amount of income earned by those investors should be reported to ensure tax treaty 

benefits entitlement. 2.0% (32 of 1573) of respondents disagreed with this approach 

while 26.2% (412 of 1573) answered with “don’t know.” 
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6. COMBATING TAX ABUSE 

56.9% (897 of 1576) of respondents answered that an EU-wide relief at source system 

would be most effective in dealing with tax abuse regarding WHT. Respondents also 

expressed an interest in a combination of an EU-wide relief at source system and an 

improved refund system. 

Under the option of an improved refund system, 85.7% (1224 of 1429) of EU citizens 

think that the financial intermediary making a claim on behalf of their clients should be 

held liable in cases of underreporting, compared to 31.3% (25 of 80) of 

companies/business organisations and business associations.  

Under the option of an EU-wide relief at source system, 96.2% of companies/business 

organisations and business associations (75 of 78), compared to 41.7% of EU citizens 

(589 of 1414), responded that authorized intermediaries should only be held liable for 

underreporting when acting without due diligence. 

7. SUMMARY OF POSITION PAPERS 

53 position papers were submitted to this public consultation, 2 of which have been 

deemed invalid and therefore have been discarded, leaving 51 valid position papers 

remaining. The position papers especially stressed the importance of harmonising and 

digitising WHT procedures along with implementing standardised forms to ease the 

filing and processing of refund claims. 

8. NEXT STEPS 

The European Commission will further analyse the replies to the public consultation. 

Further contacts with other stakeholders (i.e. custodians, collective investment vehicles, 

or financial authorities) will need to be held to gain a better understanding of how to 

regulate crucial aspects like liability, entitlement under double tax treaties, and potential 

exchange of information between financial and tax authorities. The abovementioned 

activities will help guide the preparation of the impact assessment and the drafting of the 

legislative proposal for the withholding tax initiative.  
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