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OECD Consultation  
"Improving Procedures for Tax Relief for Cross-border Investors" 

Dear Mr Owens 

We are pleased to offer a comment on the OECD's proposed procedures as published 
in February 2010, along with the detailed implementation package. 

The International Securities Services Association ISSA is a private sector association 
of capital market infrastructure providers and institutional market participants. Our 
membership currently comprises 82 institutions in 44 countries on all continents. 
ISSA's general mission is to "provide leadership in the formulation and promotion of 
best practice to improve efficiency and risk management in the global asset servicing 
industry". ISSA does not engage in any commercial business activity. For more 
information about ourselves, see www.issanet.org.  

ISSA's core interest and expertise lies in addressing obstacles to process inefficiencies 
in the securities settlement and custody area - in particular in a cross-border context - 
to the benefit of the securities industry and its clients, i.e. the individual investors.  

Our association has actively followed (and actually co-funded through BIAC) the OECD 
tax workstream dealing with the very practical, procedural issues to obtain treaty 
benefits at source by cross-border investors; while the workstream dealing with the 
improvement of access to treaty benefits by collective investment vehicles has been 
followed passively. Our comment therefore relates to the former.  

We note that the initial development of a global model to increase efficiency in 
withholding tax processing, was triggered by the Group of Thirty report "Global 
Clearing and Settlement – a Plan of Action", published in 2003. ISSA was closely 
involved with that initative and has always been promoting the concept of harmonizing 
administrative processes in cross-border post trade securities administration.  

Process harmonization, followed ideally by standardization, is a precondition to 
automation and thus to reducing processing cost and mitigating operational risk. 



 

 

-2- 
_____________________________________________________________________ 

 
Cross-border investment continues to grow around the globe. Investors expect their 
custodian agents to support them in maximizing their income from foreign 
investments. It is therefore instrumental for custodians to have withholding tax 
processes in place that meet the following criteria: 

 Tax relief at source (or at the very least a speedy refund process) 

 Standardized processes to handle both the distribution of income and 
subsequent tax reporting, preferably through electronic communication 

 A single investor certification/declaration  

 No requirement to submit "paperwork" to upstream intermediaries for each and 
every income payment, thus achieving process simplification and efficiency 

 A workable process irrespective of the number of intermediaries involved 
between the ultimate investor and the issuer's paying agent. Reality is that 
cross-border investments always involve multiple layers of intermediaries. 

We welcome the proposed procedures. We believe that they satisfy all of the above 
criteria and thus meet the needs of the investors and their professional intermediaries. 
Moreover, we believe that the tax authorities stand to benefit equally, through 
streamlined processes on their end as well and, perhaps more importantly, through 
enhanced tax reporting mechanisms.  

A consultation process within our membership yielded broad support for the OECD 
model, however with one exception: several custodians felt uncomfortable with the 
concept of an investor self-certification, as this raises uncertainty concerning the 
extent of the intermediary's potential liability in the event that a self-certification was 
false. Those custodians would prefer being able to rely on an investor certification 
issued by a tax authority which (they assume) would then exclude any liability on the 
intermediary's part for under-withholding due to false or incomplete investor 
information. This is a point which may merit further examination. 

The value of the proposed solution increases with the number of income source 
countries respectively tax authorities implementing it. Ideally, there should be as little 
process variation between individual countries' procedures as possible. We are aware 
that, in October 2009, the EU Commission issued a recommendation to its member 
states to implement a withholding tax model much along the lines of the solution now 
proposed on OECD level. We would like to encourage the OECD to continue working 
with all interested parties towards agreeing and implementing a globally uniform 
withholding tax processing and reporting model.  

We hope that these remarks have been helpful. Please do not hesitate to contact the 
ISSA Secretariat (++41 44 235 74 21) to follow-up on any of the points.  

 

Very truly yours, 

 
Peter Gnepf  
ISSA Secretariat 


