EU Savings Directive Health Check

Providing solutions, ensuring compliance*
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The EU Savings Directive (the EUSD) came into effect on 1 July 2005 and requires
paying agents in the EU, EU dependent and associated territories and some European
third countries’ making cross border interest payments to EU individuals and certain
entities to report information about the interest payments to their domestic tax authorities
or levy withholding tax?. The EUSD, to a greater or lesser degree, affects the majority of
banks, custodians, transfer agents, fund managers, administrators and fund accountants.

Is your organisation EUSD compliant?

The PricewaterhouseCoopers EU Savings Directive Health Check can ensure that your organisation meets the
customer identification, reporting and withholding requirements under the EUSD including providing bespoke
training, impact studies, technical assistance and reviews.

Definition and Content of changes are required. The Health Check is designed

. . : around the individual needs of your organisation
the EU Savmgs Directive depending on whether it is:

In broad terms, the EUSD requires paying agents making ® A paying agent, typically a bank — see page 2 for
cross border interest payments to EU individuals to obtain further details.

and verify certain information about those individuals and

to report information about the interest payments to their ¢ A fund management company — see page 3 for
domestic tax authorities or levy withholding tax. Paying further details.

agents should now have performed appropriate customer

checks and be in a position to report information about .
interest payments, or withhold where appropriate. Complementary PwC EU Savmgs

Interest payments include interest paid in respect of debt Directive Services
claims and fund distributions and redemptions where,

subject to certain rules, the assets of the fund include debt
claims. Importantly both EU and non EU funds are in scope
of the EUSD, but they are affected in different ways. ® Bespoke training to build internal knowledge of the EUSD.

PwC also offers the following EUSD services which can
be combined with a Health Check:

® |mpact studies to assess the impact of the EUSD on

. . . relevant business areas, including impact on product
The PwC EU Savmgs Directive design, customers, systems and third party suppliers.

Health Check

® Technical but practically-focussed advice with issues

The PricewaterhouseCoopers EU Savings Directive Health ~ ©f interpretation surrounding the EUSD (e.g. who is the
Check assesses your organisation’s level of compliance paying agent, which funds are subject to the EUSD and
with EUSD requirements and makes recommendations if what is a UCITS equivalent fund?).

1 Paying agents based in the following countries have to comply with the EUSD: Austria, Belgium, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany,
Gibraltar, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland, Portugal, Slovakia, Slovenia, Spain, Sweden, United Kingdom,
Jersey, Guernsey, Isle of Man, Cayman Islands, British Virgin Islands, Anguilla, Montserrat, Turks & Caicos Islands, Netherlands Antilles, Aruba, Switzerland, Andorra,
Liechtenstein, San Marino, Monaco.

2 By default, withholding tax will be levied by paying agents in: Austria, Belgium, Luxembourg, Switzerland, Liechtenstein, Andorra, Monaco, San Marino, Jersey,
Guernsey, Isle of Man, British Virgin Islands, Netherlands Antilles, Turks & Caicos Islands.
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The PwC EU Savings Directive Health Check for banks and other paying agents

Paying agents bear primary responsibility for complying with the EUSD. Their role entails a number of specific
responsibilities and risks that will be reviewed in the course of the PwC EU Savings Directive Health Check.

Potential risks for paying agents

Highlighted below are a number of common compliance
failures and risks for paying agents under the EUSD:

® Failure to carry out required identity and residence due
diligence checks on EU individuals.

® Failure to identify payments to EU residual entities.

® |naccurate identification of products within the scope of
the EUSD, particularly investment funds and structured
products.

® Failure to recognise the impact of outsourcing on paying
agency responsibilities.

® Reputational risks with customers and regulators
associated with failing to report or withhold correct
amounts.

® Risks of penalties and business interruption from tax
audits by local tax authorities.

The PwC Paying Agent Health Check

The PwC Paying Agent Health Check is a questionnaire
based tool designed to evaluate EUSD procedures
combined with sample testing. It covers:

® Review of whether paying agent responsibilities have
been identified correctly.

® Review of customer classification and documentation
procedures including account opening routines.

® Review of whether or not products, including investment
funds and structured products, have been appropriately
classified for EUSD purposes.

® Review of suitability and robustness of internal
procedures and systems.

® Test check reports or withholding statements for
timeliness, accuracy and completeness.

® Review of customer communication concerning the EUSD.

a paying agent?

customers and product portfolio, will lead to:

® Effective business planning.

® Minimising potential penalties.

What are the benefits of a PwC EU Savings Directive Health Check for

Compliance with the EUSD, together with a thorough understanding of the impact of the EUSD on your

® Minimisation of reputational risk from poor implementation of the EUSD.

® Minimisation of disruption and management resources required in the event of a tax authority audit.




The PwC EU Savings Directive Health Check for fund management companies

Investment funds are a product category for which the application of the EU Savings Directive proves particularly tricky
and burdensome. The PwC EU Savings Directive Health Check can assist you in your efforts to apply these rules to the

investment funds in your organisation.

Potential risks for fund management companies

Highlighted below are a number of potential risks for
fund management companies for non-compliance with
the EUSD:

® Risk of incomplete or inaccurate fund classification
for EUSD purposes.

® Risk of inaccurate asset classification (e.g. structured
products) and inaccurate TIS® and TID* calculations
for various jurisdictions.

® Risk of fund EUSD status not being known in paying
agent locations resulting in excessive investor taxation
or disclosure.

® Competitive disadvantage resulting from perceived
non-compliance by a fund.

The PwC Fund Management Health Check

The PwC Fund Management Health Check is a questionnaire
based tool designed to identify risk areas and assess
procedures. It covers:

® Review of procedures for determining funds potentially
in scope of the EUSD.

® Review of asset tests for accumulating and distributing
funds.

® Review of TIS and TID calculations for funds and review
of whether values supplied to third party data vendors
have been calculated accurately.

® Review of the classification and interest calculation
of underlying invested products (e.g. sub-funds,
derivatives, bonds, structured products).

® Review of investor communication concerning the
EUSD and advice on the optimal wording of a fund
prospectus with regard to the EUSD.

® Advice on where paying agent responsibilities lie
in relation to particular funds.

® Review of suitability and robustness of internal
procedures and systems.

a fund management company?

distributors and service providers, will lead to:

communication with those groups.

® Effective business planning.

What are the benefits of a PwC EU Savings Directive Health Check for

Compliance with the EUSD, together with a thorough understanding of the impact of the EUSD on your investors,

® Suitable communication of the fund’s EUSD status and TIS/TID data to interested parties.
® Minimising financial and reputational risk of erroneous reporting to investors, distributors or data providers.

® Better understanding of the concerns of investors, distributors and data providers and hence more effective

® Minimising damage from perceived non-compliance with the EUSD.

For further information, please contact your usual PricewaterhouseCoopers Tax Adviser or one of the

PricewaterhouseCoopers contacts listed on page 4.

3 TIS = taxable income per share. This is the taxable value of each share for EUSD purposes in the event of a sale or redemption payment.
4 TID = taxable income at distribution. This is the taxable portion of each distribution for EUSD purposes.



Contacts

Aruba

Lennart Huijsen

+599 (9) 430 0006
lennart.f.huijsen@an.pwc.com

Austria

Friedrich Roedler

+43 1 501 88 3600
friedrich.roedler@at.pwc.com

Thomas Strobach
+43 1 501 88 3640
thomas.strobach@at.pwc.com

Belgium

Olivier Hermand

+32 2710 4211
olivier.hermand@pwc.be

Patrice Delacroix
+32 2710 4211
patrice.delacroix@pwc.be

Amélie Lagache
+32 2 710 4362
amelie.lagache@pwec.be

Cayman Islands

David Walwyn

+1 345914 8619
david.walwyn@ky.pwc.com

Paul Anderton
+1 345 914 8602
paul.anderton@ky.pwc.com

Cyprus

Panicos Kaouris

+357 22 555290
panicos.kaouris@cy.pwc.com

Panikos Tsiailis
+357 22 555255
panikos.tsiailis@cy.pwc.com

Czech Republic

Pavlina Jirmannova

+42 2 5115 1111
pavlina.jirmannova@cz.pwc.com

Eva Barabasova
+42 2 5115 1111
eva.barabasova@cz.pwc.com

Denmark

Birgitte Tabbert

+45 39 45 9445
birgitte.tabbert@dk.pwc.com

Estonia

Peep Kalamae

+372 614 1800
peep.kalamae@ee.pwc.com

Aare Kurist
+372 614 1800
aare.kurist@ee.pwc.com

Finland

Karin Svennas

+35 89 22800
karin.svennas@firms.pwc.com

Ola Saarinen
+35 89 2280 1408
ola.saarinen@firms.pwc.com

France

Philippe Vaysse

+33 1 5657 4036
philippe.vaysse@fr.landwellglobal.com

Virginie Louvel
+33 1 5657 4080
virginie.louvel@fr.landwellglobal.com

Robert Magnan
+33 1 5657 8343
robert.magnan@fr.landwellglobal.com

Germany

Martin Franke

+49 69 9585 6209
martin.j.franke@de.pwc.com

Juergen Kuhn
+49 69 9585 5779
juergen.kuhn@de.pwc.com

Gibraltar

Edgar Lavarello

+350 78267
edgar.c.lavarello@gi.pwc.com

Greece

George Samothrakis

+30 10 6874 550
george.samothrakis@gr.pwc.com

Mary Psylla
+30 10 6874 400
mary.psylla@gr.pwc.com

Guernsey

Tony Mancini

+44 1481 719 329
tony.mancini@gbg.pwc.com

Hungary

Janos Kelemen

+36 1461 9310
janos.kelemen@hu.pwc.com

Ireland

Pat Convery

+353 1 704 8687
pat.convery@ie.pwc.com

Patrick Wall
+353 1 704 8602
patrick.wall@ie.pwc.com

Mairead O’Connor
+353 1 704 8596
mairead.oconnor@.ie.pwc.com

Isle of Man

Gill Gelling

+44 1624 689689
gill.gelling@iom.pwc.com

Italy

Giorgio de Pace

+390 2 669 95609
giorgio.de.pace@studiopirola.com

Fabrizio Acerbis

+390 2 669 951
fabrizio.acerbis@studiopirola.com

Lorenzo Banfi
+390 2 669 95506
lorenzo.banfi@studiopirola.com

Jersey

Jane Stubbs

+44 1534 838244
jane.stubbs@uk.pwc.com

Sarah Joiner
+44 1534 838315
sarah.joiner@gbj.pwc.com

Latvia

Helen Barker

+371 709 4421
helen.barker@Iv.pwc.com

Liechtenstein

Victor Meyer

+41 58 792 4340
victor.meyer@ch.pwc.com

Lithuania
Kristina Bartuseviciene
+370 5 239 2300

kristina.bartuseviciene@It.pwc.com

Luxembourg

Laurent de La Mettrie

+352 49 4848 3204
laurent.de.la.mettrie@lu.pwc.com

Berglind Sigurdardottir
+352 49 4848 3194

berglind.sigurdardottir@lu.pwc.com

Malta

Kevin Valenzia

+356 21247000
kevin.valenzia@mt.pwc.com

Thomas Jacobsen
+356 2124 7000
thomas.jacobsen@mt.pwc.com

Netherlands Antilles
Lennart Huijsen

+599 (9) 430 0006
lennart.j.huijsen@an.pwc.com

Netherlands

Martin Vink

+31 20 568 6445
martin.vink@nl.pwc.com

Karin van Beekum
+31 20 568 6922
karin.van.beekum@nl.pwc.com

Jan Carel van Dorp
+31 20 568 4344
jan.carel.van.dorp@nl.pwc.com

Poland

Marek Gadacz

+48 22 523 4791
marek.gadacz@pl.pwc.com

Portugal

Jose Fonseca

+351 213 599 601
jose.fonseca@pt.pwc.com

Jorge Figueiredo
+351 213 599 618
jorge.figueiredo@pt.pwc.com

Slovakia

Alena Zabojova

+421 2 59350 619
alena.zabojova@sk.pwc.com

Slovenia

Janja Ovseni

+386 1 4750 100
janja.ovsenik@si.pwc.com

Spain

Miguel Blasco

+34 91 568 4798
miguel.blasco@es.landwellglobal.com

Joaquin Latorre
+34 91 568 4418
joaquin.latorre@es.landwellglobal.com

Sweden

Stefan Carlsson

+46 8 555 33148
stefan.b.carlsson@se.pwc.com

Lennart Staberg
+46 8 555 33169
lennart.staberg@se.pwc.com

Switzerland

Victor Meyer

+41 58 792 4340
victor.meyer@ch.pwc.com

Andreas Risi
+41 58 792 4437
andreas.risi@ch.pwc.com

Pascal Buehler
+41 58 792 4492
pascal.buehler@ch.pwc.com

Van Thanh Bui
+41 58 792 9305
van.thanh.bui@ch.pwc.com

United Kingdom

David Frood

+44 20 7212 5545
david.frood@uk.pwc.com

David Newton

+44 20 7804 2039
david.newton@uk.pwc.com
Arzu Cerci

+44 20 7213 3103
arzu.cerci@uk.pwc.com

Michael Andrews-Reading
+44 20 7804 4359
michael.andrews-
reading@uk.pwc.com

Elizabeth Stone

+44 20 7804 9678
elizabeth.j.stone@uk.pwc.com

For the following countries, please
contact the PwC offices in UK or
Switzerland:

e Andorra

e Anguilla

e British Virgin Islands

e Monaco

¢ Montserrat

e Turks & Caicos

e San Marino




The member firms of the PricewaterhouseCoopers network (www.pwc.com) provide industry-focused assurance, tax and advisory services to build public trust and
enhance value for its clients and their stakeholders. More than 130,000 people in 148 countries share their thinking, experience and solutions to develop fresh
perspectives and practical advice.

“PricewaterhouseCoopers” refers to the network of member firms of PricewaterhouseCoopers International Limited, each of which is a separate and independent legal entity.

This document is for general guidance only and is neither intended to constitute professional advice nor to be substituted for professional advice. No reader should act on
the basis of any matter contained in this document without considering and, if necessary, taking appropriate advice upon their own particular circumstances.
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