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Introduction  

MiKaDiv (Mitteilungsverfahren Kapitalerträge Dividenden ) is the digital reporting and certification 

ŦǊŀƳŜǿƻǊƪ ƛƴǘǊƻŘǳŎŜŘ ŀǎ ǇŀǊǘ ƻŦ DŜǊƳŀƴȅΩǎ ōǊƻŀŘŜǊ ǿƛǘƘƘƻƭŘƛƴƎ ǘŀȄ ƳƻŘŜǊƴƛǎŀǘƛƻƴ ŀƎŜƴŘŀΦ Lǘ ƛǎ 

embedded within Sections 45b and 45c of the German Income Tax Act (EStG) and forms part of a 

wider regulatory effort to enhance transparency, strengthen controls, and modernise the 

administration of withholding tax on German -source dividend income.  

The introduction of MiKaDiv is closely linked to structural improvements identified in the existing 

withholding tax system. Historically, the German framework has relied heavily on decentralised 

processes, paper -based documentation, and fragmented data flows across the custody chain. This 

has made it difficult for tax authoriti es to verify entitlement to withholding tax relief in a timely and 

consistent manner, particularly in cross -border scenarios involving multiple intermediaries.  

These limitations have been brought into sharper focus by high -profile market practices such as 

Cum/Ex and Cum/Cum transactions, which exploited gaps in the system relating to ownership 

transparency, timing mismatches, and the reuse of tax certificates. Th e complexity and scale of 

such arrangements exposed challenges for both tax authorities and market participants, including 

difficulties in reconstructing transaction chains, identifying beneficial ownership, and validating 

claims for withholding tax relief  or refund.  

MiKaDiv seeks to address these issues by introducing a standardised, transaction -based reporting 

framework that captures detailed information on dividend -related securities positions and the 

underlying transactions across the custody chain. By requiring co nsistent and structured data to 

be reported electronically, the framework aims to:  

- Improve transparency around the ownership and holding of dividend -paying securities  

- Enable more effective verification of withholding tax relief and reclaim claims  

- Reduce reliance on paper -based tax certificates and manual processes  

- Strengthen the ability of tax authorities to detect and prevent abusive arrangements  

- Establish a more consistent and auditable data environment across market participants  

In doing so, MiKaDiv represents a shift from a largely document -driven system to a data -driven 

control framework, where the accuracy, completeness, and consistency of transaction -level 

information become central to the assessment of tax outcomes.  

While the regulatory intent is clear, the transition to this new model introduces significant 

operational and technical challenges. Market participants must adapt existing processes, systems, 

and controls to meet enhanced data requirements and ensure align ment across the custody chain. 

As such, MiKaDiv is not only a regulatory change, but also a broader transformation of how 

withholding tax information is generated, shared, and relied upon.  

MiKaDiv marks a significant shift in the German withholding tax landscape. Primarily governed by 

Sec 45  (b) and supported by Sec 45c of the German Income Tax Act  (ITA), it introduces a new 

automated digital reporting and certification framework for German -source dividend income and 

certain equity -like instruments, fundamentally changing how withholding tax information is 

captured, validated, transmitted, and relied upon  across the post -trade chain. With 

implementation now set for 1 January 2027, MiKaDiv is no longer a distant regulatory development. 

It is a live strategic priority for market participants that will require firms to move beyond narrow 
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tax analysis and confront broader questions of operating model readiness, control design, data 

integrity, and cross -party coordination.  

At its core, MiKaDiv is intended to create greater transparency around the payment of German -

source dividends and the basis on which withholding tax relief, certification, and reclaim outcomes 

are supported. In practice, however, its significance is much w ider. The framework has 

implications not only for tax and reporting teams, but also for custodians, intermediaries, 

withholding agents, operations, technology, client servicing, and governance functions. As the 

market has increasingly recognised, MiKaDiv i s not simply a new filing obligation; it is a structural 

change that will test whether existing processes, data flows, documentation standards, and 

responsibilities across the custody chain are sufficient and robust for a more controlled and more 

transpare nt reporting environment.  

This whitepaper has been developed against the backdrop of extensive market engagement led 

by WTS Hansuke and RAQUEST, including a series of MiKaDiv workshops that brought together 

industry experts and key stakeholders from across the market to examine the  practical implications 

of the regime. Those discussions created a forum for participants to share perspectives, test 

interpretations, and explore the operational realities of implementation across the value chain. As 

a result, this paper focuses specifica lly on transactional data, including financial arrangements and 

the corresponding withholding tax reclaims arising from them, and is informed both by the 

collective insight of industry participants and by our practical experience advising financial 

institu tions on regulatory change, post -trade operating models, tax -related transformation, and 

implementation readiness.  

Through the workshops, and through our broader work supporting firms as they navigate complex 

change across governance, data, controls, reporting, and cross -functional implementation, a clear 

message has emerged: the real challenge is not simply interpreti ng MiKaDiv at a legislative level, 

but translating it into an operating model that is practical, scalable, and defensible in a live market 

environment. Questions around interpretation, sequencing, ownership, investor data, tax 

certificate dependency, and o perational accountability continue to sit at the centre of market 

attention, and they are precisely the types of issues that require practical, execution -focused 

analysis rather than purely technical commentary.  

This paper therefore examines this further and rather than merely restating the legislation, it aims 

to frame MiKaDiv in practical and commercial terms. In that sense, it is both a reflection of the 

market dialogue shaped through contributions from industr y experts and a practical contribution 

from WTS Hansuke and RAQUEST to the next phase of industry readiness, as firms move from 

awareness to execution.  
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1 ¢ŀǊƎŜǘ hǇŜǊŀǘƛƴƎ aƻŘŜƭ όά¢haέύ ŀƴŘ /ƻƴǘǊƻƭ /Ƙŀƛƴ 

1.1 Liability for Custodians Across the Chain  

1.1.1 Reporting Obligations for German and Foreign Intermediary Custodians and the 

Depositary of the Beneficial Owner  

Germany has elected, with respect to the transmission of tax -relevant data within the framework 

of MiKaDiv reporting, to follow the indirect reporting route within the meaning of paragraph 13, 

sentence 4 of Council Directive (EU) 2025/50 of 10 December 202 4 (FASTER Directive).  

Accordingly, financial intermediaries , namely, the depositary of the beneficial owner of the capital 

income and all intermediary custodians involved in the onward transmission of such capital 

income , must provide the tax -relevant information along the securities payment chain, in 

continuous sequence and in accordance with the position of each financial intermediary within 

that chain, to the German paying agent (the remitter of German withholding tax; t ƘŜ άǿƛǘƘƘƻƭŘƛƴƎ 

ǘŀȄ ŀƎŜƴǘέύΦ  

Germany has already implemented the indirect reporting route for the purposes of MiKaDiv 

reporting in its domestic tax legislation.  

Sec 45b όтύΣ ǎŜƴǘŜƴŎŜ м άITAέύ ƻōƭƛƎŜǎ DŜǊƳŀƴ ŀƴŘ ŦƻǊŜƛƎƴ ƛƴǘŜǊƳŜŘƛŀǊȅ ŎǳǎǘƻŘƛŀƴǎΣ ŀǎ ǿŜƭƭ ŀǎ ǘƘŜ 

depositary of the beneficial owner of the capital income and any trustee, if present, that directly 

hold the securities for the beneficial owner of the capital income, to fully and accur ately 

communicate to the respective German paying agent , who has either deducted withholding tax 

ƻǊ Ƙŀǎ ŜƴǘƛǊŜƭȅ ƻǊ ǇŀǊǘƛŀƭƭȅ ǊŜŦǊŀƛƴŜŘ ŦǊƻƳ ŘŜŘǳŎǘƛƴƎ ǿƛǘƘƘƻƭŘƛƴƎ ǘŀȄ όǘƘŜ άǿƛǘƘƘƻƭŘƛƴƎ ǘŀȄ ŀƎŜƴǘέύ, 

the particulars specified in S ec 45b  ( 2), sentence 1, numbers 2 through 6 ITA.  

The obligation of the German paying agent to report to the German tax authorities arises for all 

three categories of tax services that the beneficial owner of the capital income may request:  

- Relief at source  όάw!{έύ (e.g., for German and foreign investment funds and Spezial -

Investmentfonds within the meaning of the German Investment Tax Act, upon submission 

of a valid status certificate).  

- Reporting for limited tax liability beneficial owners to generate a UUID (ά¦ƴƛǉǳŜ ¦ƴƛǾŜǊǎŀƭ 

L5έ) number as a prerequisite for submitting tax refund applications under double taxation 

agreements or under domestic tax provisions (e.g., Section 11 InvStG or Sect 44a  ( 9) ITA).  

- Issuance of a tax certificate for beneficial owners subject to unlimited tax liability.  

If the beneficial owner of the capital income avails himself of any of the foregoing tax services, the 

depositary of the beneficial owner, as well as all German and foreign intermediary custodians 

involved in the dividend payment, are statutorily obliged t o transmit the reportable data to the 

respective German paying agent fully, accurately, and within the prescribed time limits.  

Intentional or grossly negligent contravention of the obligations to transmit complete, accurate, 

and timely data may, pursuant to Sec 50e  (2) ς (5) ITA, be sanctioned by a fine of up to EUR 20,000 

per individual case. Under Sec 50e  (3) ITA, such a fine may be imposed at this magnitude even 

where the violation is committed by a foreign depositary or a foreign intermediary custodian, 
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provided that taxes have thereby been understated or unjustified tax advantages have been 

obtained.  

Pursuant to Sec 45b  (7), sentence 3 ITA, a German paying agent may issue a tax certificate to a 

beneficial owner subject to unlimited tax liability only once the particulars pursuant to Sec 45b  (2), 

sentence 1 ITA are available in full; likewise, the particulars for a beneficial owner subject to limited 

tax liability may be transmitted electronically to the Federal Central Tax Office only once those 

particulars are complete. This requirement applies equally in case s of full or partial advance 

exemption.  

aŀǊƎƛƴ ƴƻǘŜ млу ƻŦ ǘƘŜ CŜŘŜǊŀƭ aƛƴƛǎǘǊȅ ƻŦ CƛƴŀƴŎŜ ό.ǳƴŘŜǎƳƛƴƛǎǘŜǊƛǳƳ ŘŜǊ CƛƴŀƴȊŜƴΣ ά.aCέύ 

application letter on MiKaDiv dated 22 April 2025 όάaƛYŀ5ƛǾ .aC-lette rέύ equires, as a precondition 

for reporting, not only completeness of the data but also that the particulars do not conflict with 

other information obtained by the paying agent in the course of the business relationship. In this 

respect, the due diligence obl igations specified in margin notes 2 through 8 of the MiKaDiv BMF-

letter must be observed.  
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1.2 Financial Arrangements  

1.2.1 Financial Arrangements pursuant to Sec 45b (3) ITA  

¢ƘŜ ǘŜǊƳ άfinancial arrangement έ ƛǎ ōǊƻŀŘƭȅ ŘŜŦƛƴŜŘ ŀƴŘ ŜƴŎƻƳǇŀǎǎŜǎ ŀƴȅ ŀǊǊŀƴƎŜƳŜƴǘ ǳƴŘŜǊ 

which the economic risk associated with a share position is transferred, in whole or in part, 

between contracting parties, or which results in a dividend adjustment. Importantly, the 

contracting pa rty to the financial arrangement  does not need to be identical to the party involved 

in the acquisition of the securities.  

A financial arrangement  exists, in particular, where  a decrease in the value of shares gives rise to 

a compensation claim by the shareholder and/or where an increase in the value of shares results 

in a compensation obligation on the part of the shareholder. The same applies where distributions 

on the shares  must be compensated, in whole or in part, by the shareholder. Such compensation 

may take the form of a cash payment or the provision of another economic benefit.  

¢ƘŜ ǎŎƻǇŜ ƻŦ άfinancial arrangement ǎέ ƛƴŎƭǳŘŜǎΣ ƛƴ ǇŀǊǘƛŎǳƭŀǊΣ ŦƻǊǿŀǊŘ ŎƻƴǘǊŀŎǘǎΣ ŘŜǊƛǾŀǘƛǾŜǎΣ 

contracts for difference, repurchase agreements, securities lending and borrowing transactions, 

purchase/resale transactions, sale/repurchase transactions, and Lombard transactions. These 

examples are not exhaustive. Further guidance on the scope of financial arrangements is provided 

ƛƴ ǘƘŜ ŘŜŎǊŜŜ ƛǎǎǳŜŘ ōȅ ǘƘŜ DŜǊƳŀƴ CŜŘŜǊŀƭ aƛƴƛǎǘǊȅ ƻŦ CƛƴŀƴŎŜ ǘƛǘƭŜŘ ά!ǇǇƭƛŎŀǘƛƻƴ vǳŜǎǘƛƻƴǎ ƻƴ 

the Restriction of the Crediting of ²ƛǘƘƘƻƭŘƛƴƎ ¢ŀȄ ǳƴŘŜǊ {ŜŎ осŀ L¢!Φέ 

Offsetting claims are also considered financial arrangements. These are claims arising from legal 

transactions whose value typically increases when the value of the underlying shares or profit 

participation certificates declines or conversely decreases whe n the value of the underlying shares 

rises. Examples of such offsetting claims include, in particular:  

- options  

- warrants  

- futures  

- forwards  

- equity swaps granting a claim to compensatory payment upon a decline in share value  

- share index swaps granting a claim to compensatory payment upon a decline in a share 

index  

- short positions (in particular in shares, profit participation certificates, fund units, and 

certificates)  

- fund units, certificates, or other derivatives that inversely track the performance of one or 

more shares, allowing investors to benefit from falling prices  

- fund units, certificates, or other derivatives on share indices that inversely track an index 

(e.g. ShortDAX)  

Legal positions arising from option writing transactions also constitute offsetting claims. Through 

the structuring of option premiums and strike prices, the formal right of election of the option 

holder may effectively become meaningless, resulting in wha t is economically equivalent to a fixed 
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transaction. In such cases, a complete hedge of a share acquisition and the assurance of a 

subsequent retransfer can be achieved through the option writing transaction.  

By contrast, offsetting claims do not exist in the case of hedging transactions that are not directly 

or indirectly related to the subject matter of the underlying transaction but are instead based 

solely on financial mathematical relationships, empirical values, or statistical correlations. For 

example, this would be the case where futures on kerosene are used to hedge shares in an airline, 

based on the assumption that airline share prices decline when kerosene prices rise.  

1.2.2 Due diligence obligations in the reporting procedure for financial arrangement s  

Financial arrangements are not necessarily concluded through the same channels or with the 

involvement of the custodians responsible for the settlement of capital income. Nevertheless, 

custodians have specific due diligence obligations in this context.  

A custodian must disclose a financial arrangement where it has actual knowledge of it or where, 

based on its business relationship with the shareholder, it has indications or other information 

suggesting that the shareholder has rights or obligations under  a financial arrangement relating to 

the securities.  

In the absence of such knowledge or indications, custodians may generally rely on information 

provided by the beneficial owner.  

According to margin note 5 of the MiKaDiv BMF-letter , it will not be objected to where the 

particulars are based on a declaration of the shareholder stating that:  

- the underlying securities are economically connected with financial arrangements that, on 

the day following the general meeting, had not yet been settled, expired, or otherwise 

terminated; and  

- which number of dividend -paying shares related to a financial arrangement, and which 

number of dividend -paying shares was not connected with a financial arrangement.  

This reliance does not apply where the custodian itself is a counterparty to a financial arrangement 

with the investor or has arranged the conclusion of a financial arrangement with another 

counterparty. In such cases, the custodian has direct knowledge fr om its own business activities 

that a financial arrangement exists and must take this into account accordingly.  

In the case of securities lending or repurchase agreements, knowledge of a financial arrangement 

can generally be assumed where the custodian has acted as counterparty or was involved in the 

initiation, brokerage, or conclusion of such an agreement with a third party in the course of its 

business activities.  

As part of their due diligence obligations, custodians are expected to obtain confirmation from 

clients regarding the existence of financial arrangements. In practice, this may take the form of a 

positive affirmation process, whereby clients are required t o disclose any financial arrangements 

relevant to their holdings. Custodians may rely on such confirmations when preparing MiKaDiv 

reporting.  

Investors who have entered into financial arrangements should expect to be requested to provide 

details of those arrangements, particularly in the context of reclaim filings. Custodians submitting 
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claims on behalf of clients may therefore consider obtaining comprehensive information on 

relevant financial arrangements at the time of MiKaDiv reporting to ensure completeness and 

mitigate subsequent reporting or audit risks.  

1.2.3 Procedural consequences  for the reclaim    

Where financial arrangements are reported as part of the mandatory electronic transmission of 

defined data records, it is expected that the German Federal Central Tax Office  (άBZStέ) will verify 

compliance with both the minimum holding period and the minimum risk of change in value 

requirements set out in Sec 36a ITA.  

Under Sec 36a ITA, the granting of withholding tax credit requires that the taxpayer be the 

beneficial owner of the shares or profit participation certificates for at least 45 consecutive days 

within a broader period spanning 45 days before and 45 days aft er the due date of the investment 

income (minimum holding period).  

In addition, the taxpayer must bear a minimum risk of change in value without interruption during 

the minimum holding duration. Specifically, the taxpayer must bear at least 70% of the risk of a 

decline in the fair market value of the shares or profit part icipation certificates, taking into account 

any offsetting claims and claims of related persons.  

In the case of securities lending, the borrower typically bears no risk of change in value, as they 

are only required to return securities of the same type, quality, and quantity at maturity, without 

compensating for interim price movements. Similarly, in securities repurchase agreements, the 

party acquiring the securities generally bears no or insufficient risk of change in value due to the 

repurchase price agreed in advance. This applies to both genuine and non -genuine repurchase 

agreements.  

Further detailed requirements applicable to refund eligibility are set out in the BMF decree 

ά!ǇǇƭƛŎŀǘƛƻƴ vǳŜǎǘƛƻƴǎ ƻƴ ǘƘŜ wŜǎǘǊƛŎǘƛƻƴ ƻŦ ǘƘŜ /ǊŜŘƛǘƛƴƎ ƻŦ ²ƛǘƘƘƻƭŘƛƴƎ ¢ŀȄ ǳƴŘŜǊ {ŜŎ осŀ L¢!Φέ 
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1.3 Linkage Between Reporting, Reclaims , and RAS 

MiKaDiv introduces a digitalised reporting framework for German -source dividend income that 

interacts with existing withholding tax processes, including RAS and reclaims. While these 

processes are closely related in practice, they remain distinct in purpose and timing and operate 

within the broader German income tax framework rather than as part of a standalone MiKaDiv 

regime.  

In operational terms, RAS continues to be applied at the point of dividend payment based on 

entitlement documentation available at that time, such as status certificates or exemption 

confirmations. The withholding outcome achieved at payment is generally t reated by the market 

as final from a cash -flow perspective, providing certainty to investors and intermediaries at the 

moment income is distributed.  

MiKaDiv reporting takes place after the payment event and serves a different function. Its role is 

to provide tax authorities with structured, standardised visibility over dividend payments, holdings 

and related information across the custody chain. This transpar ency objective exists independently 

of whether withholding tax was applied, reduced or waived at source.  

As a result, post -event reporting under MiKaDiv does not operate as a validation step for RAS. 

Where relief has been applied correctly based on the information available at payment date, 

subsequent reporting gaps do not automatically alter that initial out come. At the same time, the 

existence of a valid RAS position does not remove the obligation to complete reporting once the 

required information becomes available.  

The interaction is different in the context of reclaims. For non -resident investors, MiKaDiv reporting 

supports the reclaim process by replacing paper -based certification with electronically generated 

references and identifiers. In that setting, reporting is a practical prerequisite to reclaim activity, 

rather than an overlay on RAS.  

Where reporting is late, incomplete or requires correction, the consequences are primarily 

procedural rather than transactional. Tax authorities may follow up through information requests, 

reviews or audits focused on understanding the reported positions a nd supporting 

documentation. These interventions reflect the application of existing tax administration and 

compliance mechanisms to a more data -driven reporting environment.  

Overall, MiKaDiv strengthens the linkage between reporting discipline and downstream review, 

without fundamentally changing how RAS operates at the point of payment. The practical 

challenge for market participants lies less in the withholding decision itse lf, and more in 

coordinating data collection, managing reporting timelines and ensuring traceable responses 

where information is delayed or incomplete.   

CƛƴŀƴŎƛŀƭ !ǊǊŀƴƎŜƳŜƴǘǎ ŀƴŘ ǘƘŜ ά/ƻƴǘŀƳƛƴŀǘƛƻƴέ vǳŜǎǘƛƻƴ 

From the perspective of custodians and fund administrators, a key unresolved issue under MiKaDiv 

concerns the extent to which financial arrangements within the custody chain may affect, or 

άŎƻƴǘŀƳƛƴŀǘŜΣέ ǘƘŜ ŜƴǘƛǘƭŜƳŜƴǘ ǘƻ ǿƛǘƘƘƻƭŘƛƴƎ ǘŀȄ ǊŜƭƛŜŦ ƻǊ ǊŜŦǳƴŘ on the underlying financial 

instrument.  
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In practice, custodians manage income processing, relief claims, and financial arrangements , such 

as securities lending, repurchase agreements, collateral substitution, margin financing, or 

intragroup cash movements , through separate operational and contractual frameworks. These 

arrangements are often economically or operationally linked to the underlying securities but 

remain legally distinct. MiKaDiv introduces uncertainty as to whether, and to what extent, tax 

autho rities may expect these distinct layers  to be reconnected ex post when assessing entitlement 

to relief.  

This raises several practical and conceptual challenges:  

- To what extent should financial arrangements be considered relevant in determining 

eligibility for relief or refund?  

- How far must custodians trace and disclose surrounding transactions to demonstrate that 

dividend income is not affected by unrelated financing or risk management activities?  

- What level of visibility and control can reasonably be expected of custodians, particularly 

where arrangements are executed outside their direct involvement?  

Custodians face uncertainty in defining the appropriate scope of due diligence and reporting. 

There is a risk that expectations may evolve toward a broader interpretation of economic linkage, 

ǇƻǘŜƴǘƛŀƭƭȅ ǊŜǉǳƛǊƛƴƎ ƛƴǎǘƛǘǳǘƛƻƴǎ ǘƻ ŜǾƛŘŜƴŎŜ ŀ άŎƭŜŀƴέ ǎŜǇŀǊŀǘƛon between the underlying income 

and any associated financial arrangements.  

At the same time, such expectations must be balanced against the principle of operational 

proportionality. Custodians should not be implicitly required to assume responsibility for 

arrangements over which they have limited visibility or control. The centra l challenge, therefore, 

lies in establishing a framework that allows custodians to demonstrate that income subject to relief 

or refund is not materially impacted by financial arrangements, while avoiding an undue expansion 

of tax liability or operational b urden.  

As MiKaDiv continues to develop, further clarification from the German Federal Ministry of Finance 

and the BZSt will be critical in resolving these questions and providing greater certainty for market 

participants.   
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1.4 FIFO and its Usage for Holding/Position Determination  

1.4.1 Legal Basis and Requirement  

German tax law requires detailed reporting of securities holdings and related trading activity 

around dividend events, particularly under Sec 45 ITA). While the legislation itself does not 

explicitly prescribe a calculation methodology, the administrative guidance Mi KaDiv BMF letter 

establishes the First In, First Out ("FIFO") method as the relevant allocation method for the 

reportable acquisition and transfer information.  

In cross-border and multi -tier custody chains, the depositary or custodian closest to the beneficial 

owner will typically be the primary source of the account -level transaction history required for the 

FIFO-based allocation. Depending on the requirements o f the German withholding tax agent, the 

custodian closest to the beneficial owner may therefore have to provide either:  

- FIFO-calculated acquisition information based on the relevant custody account data; or  

- the underlying transaction data required by the German withholding tax agent to perform 

or validate the FIFO -based allocation.  

The use of FIFO -calculated acquisition information by the depositary closest to the beneficial 

owner is a practical approach recognised in the administrative guidance.  

FIFO must be applied using the trading date as the primary reference point, although it is not 

objected to if the actual settlement date (i.e. booking date in the custody account) is used instead.  

1.4.2 Scope and Time Window  

FIFO analysis is performed within a defined reporting window linked to the Annual General Meeting 

όά!DaέύΥ 

- {ǘŀǊǘΥ hƴŜ ȅŜŀǊ ǇǊƛƻǊ ǘƻ ǘƘŜ !Da όŜΦƎΦ !Da ƻƴ но aŀȅ нлнт Ҧ ǎǘŀǊǘ ŘŀǘŜ нп aŀȅ нлнсύ  

- Reference date: Second business day after the AGM (record date)  

- End: Up to 45 days after the record date (47 days post -AGM in German settlement practice)  

Within this window, institutions must:  

- Reconstruct all relevant acquisitions and disposals  

- Determine holdings at the dividend record date  

- Capture post -AGM transactions that may affect entitlement  

1.4.3 Application of FIFO for Holding Determination  

Beneficial Owner Attribution  

The application of the FIFO method under the MiKaDiv framework is fundamentally anchored at 

the level of the beneficial owner, meaning the economic owner entitled to the dividend income. 
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This requires institutions to determine holdings based on the underlying investor wherever 

transparency exists, rather than relying on aggregated or omnibus account positions.  

The treatment varies depending on the legal structure of the investor:  

- For transparent structures, reporting at the partnership or vehicle level is generally 

sufficient for MiKaDiv purposes, unless specific look -through requirements apply.  

- For opaque entities (e.g. certain funds), the entity itself is treated as the beneficial owner  

- A full look -through approach applies only in specific cases, such as where a fund qualifies 

as a Spezial-Investmentfonds in the meaning of section 26 of the German Investment Tax 

Actwhich has elected to be fiscally transparent in Germany under section 30 o f the German 

Investment Tax Act. In such cases, FIFO must be applied at the underlying investor level 

ōŀǎŜŘ ƻƴ ǘƘŜ ŦǳƴŘΩǎ ǘǊŀŘƛƴƎ ŀŎǘƛǾƛǘȅΣ ǿƛǘƘ Ǉƻǎƛǘƛƻƴǎ ŜŦŦŜŎǘƛǾŜƭȅ ǇǊƻǊŀǘŜŘ ǘƻ ŜŀŎƘ ƛƴǾŜǎǘƻǊΦ 

This creates a dependency on access to transfer agency data to  accurately align fund -level 

transactions with investor -level holdings.  

This ensures that reported positions reflect true economic ownership, which is central to the 

integrity of the MiK aDiv framework.  

Custody Chain Application  

Within the custody chain, the depositary or custodian closest to the beneficial owner is typically 

the institution with the most direct access to the relevant account -level transaction history. It is 

therefore the primary source for the data required to de termine the FIFO -based acquisition 

information for the reportable income event.  

Two operational approaches may be applied, depending on the agreed -upon process and the 

required level of transparency:  

- The custodian closest to the beneficial owner provides FIFO -calculated acquisition data, 

and if requested by the withholding tax agent with sufficient documentation of the applied 

methodology and underlying data sources, or.  

- The custodian closest to the beneficial owner supplies the raw transaction data, enabling 

either the German withholding tax agent or a designated service provider to perform or 

verify the FIFO-based allocation.  

In both models, the custodian nearest to the beneficial owner and the custody chain must ensure 

that the information transmitted upstream is complete, accurate and sufficiently transparent.  

Where a beneficial owner holds the same security across multiple accounts or intermediaries, FIFO 

is applied at the level of each custody account based on the transactions recorded therein. This 

applies not only across different custodians but also to sepa rate accounts maintained for the same 

beneficial owner within a single custodian. Positions held across such accounts must be recorded 

and reported separately and should not be aggregated at the beneficial owner level.  

Under accepted non -objection practices, this may result in the same acquisition being referenced 

across multiple reports, provided the methodology is applied consistently. This approach is 

consistent with current tax voucher practices, where reporting is p erformed per account and per 
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income event, and is expected to remain unchanged under Mi KaDiv, including in the context of 

Serial Number-based (Ordnungsnummer) reporting .  

Core FIFO Methodology  

From a methodological perspective, FIFO operates by matching disposals against the earliest 

acquired securities. As a result, the remaining holdings reflect the most recent acquisitions, 

enabling institutions to reconstruct the economic ownership position at the relevant record date 

with a high degree of accuracy.  

A key requirement under the framework is the differentiation between acquisition timing relative 

to the ex -dividend date. In particular, institutions must distinguish between:  

- Securities acquired more than five days before the ex -dividend date, and  

- Securities acquired within five days prior to the ex -dividend date  

This distinction is critical for identifying patterns that may indicate dividend arbitrage or other tax -

driven strategies.  

1.4.4 Special Transaction Types  

Securities Lending  

While FIFO provides a structured methodology for holding determination, its application becomes 

more complex when securities lending is involved. Such transactions must be incorporated into 

the FIFO calculation to ensure that reported positions reflect the  true economic exposure.  

Administrative guidance, however, provides operational flexibility through a non -objection 

approach. Under this approach, institutions may:  

- Avoid detailed transaction -by-transaction reporting of securities lending, and instead  

- Report open lending positions, i.e. the number of securities subject to lending 

arrangements that remain outstanding at the relevant cut -off date  

This position -based approach reduces operational complexity while still ensuring that 

economically relevant exposures are captured.  

Financial Arrangements and Economic Attribution  

Another important consideration relates to securities that are linked to financial arrangements. 

Financial arrangements include, in particular, securities lending transactions, which in most cases 

fall within the scope of such arrangements, as well as othe r transactions that may affect the 

economic risk and return profile of the underlying securities.  

Where financial arrangements have not expired, been settled, or otherwise terminated by the day 

after the AGM, they may affect the economic attribution of securities and, consequently, the 

determination of dividend entitlement.  
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The primary obligation to disclose financial arrangements lies with the beneficial owner. 

Custodians are required to take such arrangements into account only where they have knowledge 

of them or were directly involved, for example as a counterparty or thro ugh the initiation, 

brokerage, or execution of the transaction.  

In this context, institutions should ensure that:  

- Relevant financial arrangements are reflected in the reporting, if known  

- Additional information is obtained from clients where there are indications of such 

arrangements  

- Holdings are attributed appropriately for reporting purposes based on available 

information  

With respect to reporting simplifications, the non -objection approach explicitly allows for 

position -based reporting in the case of securities lending transactions, rather than full transaction -

level disclosure. However, it remains unclear to what extent t his simplification can be applied to 

other types of financial arrangements, and institutions should exercise caution in extending this 

treatment beyond securities lending in the absence of explicit guidance.  

Transfers and Corporate Actions  

Additional complexities arise in the context of custody transfers and corporate actions, both of 

which require careful handling to preserve the integrity of the FIFO calculation.  

- Custodian transfers do not reset the FIFO sequence, provided that the full acquisition 

history is maintained and passed along the custody chain. This ensures continuity in 

holding period determination and prevents artificial resetting of positions.  

- Corporate actions, such as stock splits or mergers, are reflected based on the resulting 

position rather than the detailed mechanics of each individual event. Institutions must 

ensure that adjusted holdings correctly reflect these events while maintaining consistency 

with the underlying FIFO logic. In certain cases, corporate actions may affect the continuity 

of holding periods, which could have implications for entitlement, particularly where 

minimum holding period requirements (e.g. under Sec 50j ITA) are  relevant  

1.4.5 Practical Examples of FIFO Application  

Please see Annex 2. 

1.4.6 Interaction with Anti -Abuse Frameworks  

The application of FIFO within the MiKaDiv framework does not operate in isolation but rather 

alongside existing German anti -abuse provisions, most notably Sec 50j ITA. Both frameworks are 

designed to address risks associated with dividend arbitrage and im proper withholding tax relief; 

however, they have developed incrementally and without full alignment. As a result, there is a 

degree of overlap in scope and intent, particularly in the assessment of holding periods and 

economic ownership around dividend ev ents. 
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In practice, this parallel application can lead to duplicative controls and, at times, inconsistent 

outcomes. Institutions may be required to perform similar analyses under different frameworks, 

each with its own interpretation and evidentiary requirements . This can increase operational 

complexity, particularly for cross -border intermediaries that must navigate German -specific rules 

alongside broader international obligations. As MiKaDiv evolves and FIFO -based reporting 

becomes more central to the determina tion of dividend entitlement, it is widely expected that 

regulators, particularly the German Federal Ministry of Finance, will seek greater coherence 

between these regimes. Such alignment would help streamline compliance, reduce redundancy, 

and provide cle arer guidance to market participants.  

1.4.7 Operational Challenges  

Although the FIFO methodology itself is conceptually straightforward and widely understood, its 

implementation within the MiKaDiv framework presents a range of practical challenges for market 

participants. A key difficulty lies in the availability and cons istency of historical transaction data. 

Institutions must be able to reconstruct holdings over an extended period, often requiring access 

to complete and accurate records across multiple systems and, in some cases, multiple custodians. 

Further complexity a rises from the need to consistently classify and interpret different transaction 

types, including purchases, sales, securities lending, and transfers. Variations in how these 

transactions are recorded and transmitted through the custody chain can create di screpancies in 

FIFO calculations, with potential downstream implications for dividend entitlement and reporting 

accuracy. These challenges are particularly pronounced for foreign custodians and intermediaries 

that may be less familiar with German -specific requirements or that operate within different 

regulatory and operational frameworks.  

In addition, the identification and monitoring of financial arrangements linked to securities holdings 

introduces another layer of complexity. Institutions must not only track these arrangements but 

also assess their impact on economic ownership and ensure  that the relevant information is 

incorporated into the FIFO -based determination. Taken together, these factors mean that 

successful implementation of FIFO under MiKaDiv requires not only technical capability but also 

strong data governance, system integra tion, and cross -entity coordination.  

1.4.8 Key Takeaways  

The introduction of FIFO as the operative standard for holding and position determination under 

MiKaDiv represents a significant shift in the level of precision and transparency required in 

dividend -related reporting. By mandating a transaction -based recon struction of holdings at the 

beneficial owner level, the framework places increased emphasis on data quality, methodological 

consistency, and the ability to clearly demonstrate how reported positions have been derived.  

The depositary or custodian closest to the beneficial owner will be the primary source of the 

relevant account -level transaction data. In practice, based on the requirements of the withholding 

tax agent, this institution may be required to either provide F IFO-calculated acquisition information 

or transmit the underlying transaction data required for the FIFO -based allocation. All 

intermediaries remain responsible for the accuracy of the data they report, meaning that reliance 

on upstream or downstream calcu lations must be supported by appropriate validation and control 

mechanisms. In this context, any gaps or inconsistencies in underlying data can quickly translate 
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into reporting risks and potential liability. To address these challenges, institutions should focus 

on strengthening end -to -end data integrity, clearly defining ownership of responsibilities, and 

implementing robust validation, audit, and escalation proce sses. Ensuring that FIFO outcomes are 

not only accurate but also explainable and defensible will be critical as regulatory expectations 

continue to evolve.  

Ultimately, the effective application of FIFO under MiKaDiv will depend on a combination of 

technical implementation, operational discipline, and coordinated oversight across the custody 

chain.  
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2 Data, Integration, and Reporting Architecture  

2.1 Standards for Schema, Templates, and Schema Mapping  

2.1.1 Limits of the BZSt Ωǎ Technical Format for Inter -Institutional Communication  

The official MiKaDiv technical manual published by the BZSt defines the precise data format that 

German withholding agents must use when communicating directly with the BZSt via its reporting 

interface. This specification is authoritative and binding for t he final submission step, namely the 

point at which the German withholding agent transmits consolidated reporting data to the tax 

authority.  

However, the MiKaDiv reporting process does not originate with the German withholding agent. 

Instead, it begins upstream. The data required for compliant reporting must first be collected at 

the level of the depositary of the beneficial owner and then tran smitted along the custody chain, 

potentially through one or more intermediaries, before ultimately reaching the German 

withholding agent responsible for submission to the BZSt.  

This multi -step, cross -institutional data flow highlights a fundamental limitation of the BZSt 

technical format: it was designed specifically for use by the German withholding agent and not for 

the foreign institutions involved earlier in the custody chain . The report  types defined in the BZSt 

specification are tailored to the role and obligations of the German withholding agent and are 

therefore neither appropriate nor directly usable as a communication standard between foreign 

depositaries, intermediaries , and the withholding agent.  

2.1.2 Report  Types in Inter -Institutional Communication  

Not all report  types defined in the BZSt  technical manual are relevant for inter -institutional 

reporting. In practice, upstream communication focuses exclusively on transactional reporting, 

with two primary use cases driving the exchange of data between participants in the custody 

chain: 

- Requesting reporting data for a specific capital income event, typically to support a tax 

reclaim or the issuance of a tax voucher  

- Providing supplementary information, such as financial arrangement screening data, 

following the payment of capital income where RAS has already been applied  

Against this background, several BZSt -defined report  types are not applicable in upstream data 

exchange. These include:  

- Report  types 21, 22, and 23, which are aggregated reporting formats designed specifically 

for direct submission by the German withholding agent to the BZSt and therefore have no 

relevance for communication between upstream participants  

- Report  type 13 for non -certified income, which represents an aggregated, non -

transactional reporting format and falls outside the scope of the data typically exchanged 

between foreign institutions when transmitting dividend and investor information along 

the cus tody chain  
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The exclusion of these report  types further demonstrates that the BZSt format cannot function as 

a universal inter -institutional communication standard without significant adaptation.  

2.1.3 Industry -Developed Approaches for Inter -Institutional Data Handover  

In the absence of a regulatory mandate establishing a uniform format for inter -institutional data 

exchange, the industry has developed a range of approaches for transmitting MiKaDiv -relevant 

reporting data between depositaries, intermediaries, and German w ithholding agents. These 

approaches vary in terms of technical sophistication, operational efficiency, and scalability.  

Three principal methods have emerged:  

Structured data formats (e.g. XML)  

The most technically advanced approach involves the use of structured, machine -readable 

formats, most commonly XML. This method enables a high degree of automation, reduces manual 

intervention, and supports straight -ǘƘǊƻǳƎƘ ǇǊƻŎŜǎǎƛƴƎ όά{¢tέύ ŀŎǊƻǎǎ ǘƘŜ Ŏǳstody chain. It is 

particularly well suited for high -volume dividend events and for institutions with mature data 

infrastructure. In addition, structured formats offer the strongest foundation for future alignment 

with standardised industry or regulatory s chemas.  

Spreadsheet -based transmission (e.g. Excel)  

A widely adopted alternative is the use of spreadsheet files, typically in Microsoft Excel format. 

While less sophisticated than structured formats, spreadsheets offer accessibility and flexibility, 

making them suitable for smaller institutions or those at  an earlier stage of MiKaDiv implementation. 

However, this approach introduces a higher risk of manual error, inconsistent field formatting, and 

limited scalability. Given the volume and complexity of data required, a single spreadsheet is 

generally used p er dividend income event, which further restricts its suitability for high -volume 

reporting.  

aŀƴǳŀƭ Řŀǘŀ ŜƴǘǊȅ Ǿƛŀ ŀ ƎǊŀǇƘƛŎŀƭ ǳǎŜǊ ƛƴǘŜǊŦŀŎŜ όάD¦Lέύ 

A third approach involves direct data entry into a user interface, usually a web -based portal 

provided by the receiving institution or a third -party service provider. This method is most 

appropriate for low -volume scenarios or for institutions that lack th e technical capability to 

produce structured or spreadsheet -based data files. While straightforward to implement, GUI -

based entry is inherently manual, resource -intensive, and difficult to scale, making it more suitable 

as a transitional solution rather th an a long-term strategy.  

The table below provides a structured comparison of the three inter -institutional data exchange 

approaches, outlining their respective characteristics and offering practical guidance on the 

conditions and use cases under which each approach is most suitabl y applied during 

implementation :
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Media 

 

Implementation 

effort  

(Client side)  

 

Volumes 

handled  

 

Advantages  

 

Challenges  

 

Recommendation  

XML  High  High  Provides a high degree of 

automation on both the 

custodian and client sides. The 

use of schema definitions 

ensures that the structure and 

technical validity of the data 

can be validated consistently 

across all parties.  

Ongoing maintenance is required 

in response to updates from the 

tax authorities. Automation for 

generating XML messages is 

necessary, requiring IT 

involvement at all stages of 

implementation and change 

management.  

Recommended for global custodians 

and institutions with a large volume of 

German assets under custody. Also 

preferred where clients require a high 

level of automation.  

Excel  Medium  Medium  Excel templates are generally 

easy to use and familiar to 

clients. They are less technical 

than XML and can include 

embedded guidance and 

descriptions to support data 

entry.  

Requires maintenance in response 

to updates from the tax 

authorities. Automation may still 

be necessary. The structure can 

become complex when covering 

all reporting scenarios (e.g. 

usufruct arrangements), and not 

all MiKaDiv cases may be fully 

supported. Manual population is 

time -consuming, and automation 

may be more difficult for client IT 

compared to XML.  

Suitable for custodians with a medium 

to low volume of German assets under 

custody, either as a primary solution 

or as an additional option.  
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GUI Low  Low  Implementation of a MiKaDiv  

reporting interface within an 

existing custodian portal 

typically requires relatively low 

effort. For clients, this is the 

most intuitive option, with built -

in controls helping to ensure 

correct data entry.  

Requires maintenance following 

updates from the tax authorities. 

Offers very limited automation 

capabilities for clients, making it 

inefficient for higher volumes. 

Automation may still be needed if 

data requirements evolve.  

Recommended for custodians with a 

low to very low volume of German 

assets under custody. May also be 

offered as an additional option for 

clients who prefer a simple alternative 

to more technically complex solutions.  

 



  

Page 23 of 46 

2.1.4 Templates and Standards for Inter -Institutional Data Handover  

¢ƘŜ ±ŜǊōŀƴŘ ƛƴǘŜǊƴŀǘƛƻƴŀƭŜǊ .ŀƴƪŜƴ όά±L.έύ (the Association of International Banks in Germany ) is 

actively developing standardised templates to address the need for a uniform inter -institutional 

data handover format within the MiKaDiv framework. These templates are designed to support 

two primary use cases: the request of serial numbers and tax cert ificates for tax reclaim 

procedures, and the declaration of detailed information required for tax RAS. 

To accommodate the varying technical capabilities of institutions across the custody chain, the 

VIB has introduced two complementary formats, an Excel template and an XML schema, both of 

which can serve as a foundation for custodians to build and adapt the ir reporting procedures.  

The Excel template is intended primarily for lower -volume scenarios and offers a high degree of 

flexibility. It can be populated either manually or through semi -automated processes drawing on 

internal systems. However, this format has an inherent structura l limitation: a separate Excel sheet 

must be completed for each capital income event on each securities account. As a result, 

institutions processing a high volume of capital income events must manage and submit a large 

number of individual files, which re duces scalability and increases operational complexity.  

.ȅ ŎƻƴǘǊŀǎǘΣ ǘƘŜ ·a[ ŦƻǊƳŀǘ ƛǎ ōǳƛƭǘ ƻƴ ŀ ǎǘǊƛŎǘ ·a[ {ŎƘŜƳŀ 5ŜŦƛƴƛǘƛƻƴ όά·{5έύΣ ǿƘƛŎƘ ǇǊƻǾƛŘŜǎ 

significant advantages for both data providers and recipients. The clearly defined schema supports 

a high level of automation in generating reporting data and en ables efficient, consistent processing 

on the receiving side. Importantly, the XML format allows multiple capital income events to be 

reported within a single document, making it inherently more scalable and better suited for 

institutions handling large vo lumes of dividend reporting data.  

2.1.5 Best Practice: Towards a Homogeneous MiKaDiv Reporting Landscape  

Within the MiKaDiv  reporting chain, the German withholding agent typically bears ultimate 

responsibility for reporting to the BZSt and therefore plays a central role in defining the data 

formats and procedures used upstream. Intermediaries operating within the chain are, in  principle, 

free to adapt these definitions when servicing their own clients or to establish entirely separate 

formats and processes.  

However, this flexibility introduces a significant practical risk. If intermediaries adopt divergent 

formats and procedures, the result is a fragmented and inhomogeneous reporting landscape. This 

places a considerable burden on clients, particularly those interacting with multiple custodians or 

intermediaries, as they may be required to comply with a variety of technical standards and 

workflows. Such fragmentation is operationally inefficient and increases the likelihood of errors, 

delays, and reconciliatio n issues across the reporting chain.  

For this reason, a decentralised approach to format definition is not considered best practice. 

Instead, market participants are encouraged to align on established industry standards, such as 

the templates developed by the VIB. A consistent approach across  withholding agents, 

intermediaries, and custodians promotes:  

- Reduced operational complexity  
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- Improved scalability across reporting chains  

- Greater consistency and data quality  

- A more seamless experience for end clients  

In addition to aligning on data formats, institutions may benefit from adopting coordinated 

operational practices for the timing of data submissions. In particular, concentrating reporting 

activity within defined periods , such as the opening days of each month or another agreed 

submission window , can help reduce operational fragmentation, improve processing efficiency, 

and facilitate more effective reconciliation across the custody chain. While not a formal 

requirement, such coordinated timing approaches ma y support a more predictable and controlled 

reporting environment , thus benefiting all participants regardless of their position within the 

custody chain.  

2.1.6 Classification Mapping: A Key Implementation Challenge  

The MiKaDiv reporting schema incorporates a structured and standardised classification system 

for a range of reporting attributes. A central implementation challenge lies in mapping an 

ƛƴǎǘƛǘǳǘƛƻƴΩǎ ƛƴǘŜǊƴŀƭ Řŀǘŀ ŎƭŀǎǎƛŦƛŎŀǘƛƻƴǎ ǘƻ ǘƘŜ ǎǇŜŎƛŦƛŎ ŜƴǳƳŜǊŀǘƛƻƴ values required by the MiKaDiv 

ǎŎƘŜƳŀΦ ¢Ƙƛǎ ǇǊƻŎŜǎǎ ǊŜǉǳƛǊŜǎ ŀ ŘŜǘŀƛƭŜŘ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ƻŦ ōƻǘƘ ǘƘŜ ƛƴǎǘƛǘǳǘƛƻƴΩǎ ƛƴǘŜǊƴŀƭ Řŀǘŀ 

model and the technical specifications defined by the BZSt, and must be handled carefully to 

ensure accuracy and compliance.  

Several attributes are particularly challenging in this regard, as they require precise alignment 

between internal classifications and standardised schema definitions:  

- DepotkontoEnumType (MiKaDiv_FM_Standardtypen)  - Classifies how a custody account is 

maintained, in line with the ISO 20022 SafekeepingAccountType  standard. Institutions must 

map internal account types to the corresponding ISO -defined values.  

- DepotverhaeltnisEnumType (MiKaDiv_FM_Standardtypen)  - Captures special legal 

relationships associated with a custody account, such as proprietary or fiduciary 

arrangements that define the legal standing of a party in relation to the assets.  

- PersonArtType (MiKaDiv_FM_Personentypen)  - Defines the role of a person within the 

reporting context. Accurate mapping is required to distinguish roles such as beneficial 

owner, account holder, or authorised representative.  

- KontovertretungType (MiKaDiv_FM_Personentypen)  - {ǇŜŎƛŦƛŜǎ ǘƘŜ ƴŀǘǳǊŜ ƻŦ ŀ ǇŜǊǎƻƴΩǎ 

representative authority in relation to a custody account, including special forms of 

representation beyond standard account ownership.  

- WertpapierArtType (MiKaDiv_FM_Fachtypen)  - Identifies the type of security associated 

with a given payment.  

- GutschriftArtType (MiKaDiv_FM_Fachtypen)  - Classifies the method by which capital 

income is credited to the recipient.  

- WertpapierhandelArtType (MiKaDiv_FM_Fachtypen)  - Describes the nature of a securities 

transaction and how it affects holdings (e.g. purchase, sale, transfer).  

- ZuordnungWertpapierhandel (MiKaDiv_FM_Fachtypen)  - Identifies whether a transaction 

is linked to securities lending or repurchase agreements. This attribute is particularly 
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significant from a regulatory perspective, as it determines whether a reporting obligation 

for a financial arrangement exists. Misclassification in this area may lead to reporting 

omissions or incorrect filings.  

Collectively, these mapping requirements represent one of the more demanding aspects of 

MiKaDiv implementation. Institutions are therefore advised to conduct a comprehensive data 

mapping analysis at an early stage of their implementation projects. Ensuring  that internal 

classification frameworks are systematically aligned with MiKaDiv schema requirements is critical 

to achieving accurate, consistent, and compliant reporting.  
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2.2 Roles and Responsibilities in the Process Flow  

2.2.1 Client Eligibility and Initial Conditions (Front of the Chain)  

Role ς Client / Beneficial Owner / Fund  / Fund Administrator  

At the front of the chain, responsibility for establishing eligibility for RAS generally sits with the 

client, whether that is the beneficial owner, the fund, or its delegated asset manager. In practical 

terms, this means the client must be able to substantiate its entitlement to relief through the 

provision of valid status documenta tion, such as a German tax residence certificate or equivalent 

documentation required under the applicable RAS regime. The client must also ensure that the 

information provided is accurate, complete and valid. This may extend beyond static 

documentation and include MiKaDiv -relevant transactional and holding data, such as acquisition 

dates, positions, and indicators relating to financial arrangements, securities lending and repo 

activity, where relevant.  

General Due Diligence Obligations of German and Foreign Intermediary Custodians and of the 

Depositary of the Beneficial Owner of the Capital Income   

Section 1.1 of the BMF application letter describes the general due diligence obligations of German 

and foreign intermediary custodians, as well as of the depositary of the beneficial owner of the 

capital income, within the reporting procedure.   

According to margin note 2 of the BMF application letter, the German tax administration assumes 

that the information to be reported largely consists of data that directly concern the custodians 

themselves, the shareholder, and the capital income paid, and that such data are typically directly 

available to the custodians or can be determined by them, exercising appropriate diligence, from 

the ongoing business relationship and the settlement of the crediting of capital income.   

Margin note 3 of t he MiKaDiv BMF-letter that, in the transmission of data, custodians must take into 

account circumstances of which they become aware in the course of the business relationship. 

¢ƘŜ ŎǳǎǘƻŘƛŀƴǎ ŀǊŜΣ ƛƴ ǘƘŜ .aCΩǎ ǾƛŜǿΣ ǊŜǉǳƛǊŜŘ ǘƻ ƻōǎŜǊǾŜ ǘƘŜ ŘƛƭƛƎŜƴŎŜ ƻŦ ŀ ǇǊǳŘŜƴǘ ƳŜǊŎƘŀƴǘΦ Lƴ 

particular, it must be considered whether the transmitted particulars contradict other information 

obtained in the course of business activities. Compliance with the diligence required for data 

transmission is determined , inter alia, by the internal control system applied to prevent erroneous 

information and by the audit measures conducted. Fact -finding without specific grounds for doubt 

as to the accuracy of the information is not required.   

Due Diligence Obligations of the German or Foreign Depositary of the Beneficial Owner   

The German or foreign depositary of the beneficial owner of the capital income typically possesses 

the most detailed knowledge about the beneficial owner and his business conduct in comparison 

to all intermediary custodians involved in the onward transmiss ion of capital income. As part of 

the onboarding process of the beneficial owner, the depositary conducts the legally required KYC 

and AML checks and refreshes these data periodically during the business relationship, depending 

on the risk profile of the b eneficial owner. Furthermore, the depositary has direct insight into the 

ōŜƴŜŦƛŎƛŀƭ ƻǿƴŜǊΩǎ ƛƴŘƛǾƛŘǳŀƭ ǎŜŎǳǊƛǘƛŜǎ ŀŎŎƻǳƴǘ ŀƴŘ ƛǎ ǘƘŜǊŜōȅ ŀōƭŜ ǘƻ ƛŘŜƴǘƛŦȅ 

each receipt  and deliver trades. However, if the depositary merely undertakes settlement of the 
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ǊŜƭŜǾŀƴǘ ǎŜŎǳǊƛǘƛŜǎ ƛƴ ǘƘŜ ōŜƴŜŦƛŎƛŀƭ ƻǿƴŜǊΩǎ ŀŎŎƻǳƴǘ ŀƴŘ ŘƻŜǎ ƴƻǘ ǇǊƻǾƛŘŜ ŀƴȅ ŀŘŘƛǘƛƻƴŀƭ ǾƻƭǳƴǘŀǊȅ 

or statutorily required services, it may not in all cases be able to unequivocally determine the 

nature of the transaction (e.g. purchase, sale, initiation or termination of a securities lending 

transaction, initiation or termination of a repurchase transaction (repo), internal or external account 

transfer with or without a change of beneficial owner, booking in or out of collateral, etc.). In such 

cases, and  in the absence of contrary indications, the depositary must be able to rely on the 

ōŜƴŜŦƛŎƛŀƭ ƻǿƴŜǊΩǎ ǎŜƭŦ-declaration.  

This reliance does not apply where the custodian itself is a counterparty to a financial arrangement 

with the investor or has arranged the conclusion of a financial arrangement with another 

counterparty. In such cases, the custodian has direct knowledge fr om its own business activities 

that a financial arrangement exists and must take this into account accordingly.  

Due Diligence Obligations of German or Foreign Intermediary Custodians   

German or foreign intermediary custodians that were part of the securities payment chain , i.e., 

were involved in the onward transmission of German capital income through the custody chain , 

but that have no direct contractual relationship with the beneficial owner of the capital income 

and merely maintain an omnibus account for the benefit of another intermediary custodian or for 

the benefit of the depositary of the beneficial owner, possess only limited means to verify the 

completeness and accuracy of the d ata transmitted to them. At best, certain plausibility checks 

may be carried out within narrow limits.   

Due Diligence Obligations of the German Paying Agent (Reporting Entity)   

German paying agents that do not act as the depositary of the beneficial owner but merely 

maintain omnibus accounts for the benefit of German or foreign intermediary custodians or for the 

benefit of the depositary of the beneficial owner likewise possess o nly limited means to verify the 

completeness and accuracy of the data transmitted to them.   

Nevertheless, such entities must pay heightened attention to the completeness and accuracy of 

the data transmitted to them through the custody chain and, in cases of doubt, must pose further 

critical inquiries to the intermediary custodians positioned upst ream of them. An incomplete or 

inaccurate transmission of data to the German tax administration may, pursuant to Section 50e(2), 

numbers 1 and 2 EStG, in the case of intentional or grossly negligent conduct, be subject to a fine 

even where taxes have not ( yet) been understated or unjustified tax advantages have not (yet) 

been obtained.   

Margin note 3 of the BMF application letter states that fact -finding by the German paying agent 

without concrete grounds for doubt as to the accuracy of the particulars transmitted to it is not 

required.   

A German subsidiary or a German branch of a foreign company that independently maintains 

accounts and securities accounts in the name of its customers is treated, for tax purposes, as an 

independent custodian.   

Due Diligence Obligations in the Reporting Procedure for Financial Arrangements   

See supra 1.2.2. Incomplete  data in  cases involving the  granting of  RAS 
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German paying agents that, on the basis of a legal obligation, have already reduced German 

withholding tax on investment income at the time such income accrues (upfront exemption), must 

transmit the extensive data to the German tax authorities completely a nd correctly pursuant to 

Sec 45b (6) sentence 2 ITA no later than 30 June of the calendar year following the year in which 

the investment income accrued.   

This applies regardless of whether the upfront exemption was granted to a creditor who is tax 

resident in Germany or to a creditor who is tax resident abroad, and regardless of whether the 

creditor is a direct or indirect customer (a customer acting throug h an intermediary custodian) of 

the German paying agent.   

Typical use cases for the mandatory granting of an upfront exemption include the submission of a 

valid status certificate by a domestic or foreign investment fund or special investment fund (Sec 

7, 10, 29 and 30 of the German Investment Tax Act (InvStG)), or the submission of a non-assessment 

certificate by charitable foundations and associations or ecclesiastical institutions (Sec 44a  (7) ITA, 

or by cities, municipalities, special -purpose associations, funeral funds and pension funds (Sec 44a  

(8) ITA).  

German paying agents do not have any discretion as to whether to grant the upfront exemption; 

rather, they must grant the upfront exemption provided that a valid status certificate or valid non -

assessment certificate is submitted to them.   

Upon inquiry, the German tax authorities confirmed to the banking industry that the absence, 

insufficiency, or late cooperation of a creditor in the collection of complete and correct data 

pursuant to Sec 45b  (2) ITA for the purpose of fulfilling the reporting obligation under Sec 45b  (6) 

sentence 2  ITA does not entitle the German paying agent to retroactively deny the upfront 

exemption already granted and subsequently subject the investment income to the standard tax 

rate.   

However, foreign intermediary custodians or custodian banks that forward status certificates or 

non-assessment certificates to German paying agents on behalf of their customers so that those 

customers may benefit from the upfront exemption do have the opti on, in cases where customers 

fail to cooperate in compiling complete and correct data, to revoke the status certificates and 

non-assessment certificates at least with effect for the future in order to avert potential liability 

risks and penalties. This is a business policy decision that must be made on a case -by-case basis.  

In a written response dated 17 March 2026 from the Federal Central Tax Office to a submission by 

the Association of International Banks (VIB) dated 20 January 2026, the tax authorities took the 

view that, where uncertainties remain as to whether a German s ecurities holding was  economically 

connected with a financing arrangement, the German paying agent should, in case of doubt, 

report the entire securities holding as being economically connected with a financing 

arrangement.   

This, too, is a business policy decision that must be made on a case -by-case basis.  

To date, the German tax authorities have not commented on the approach to be taken with 

respect to other reportable data where uncertainty may likewise arise due to a lack of cooperation 

by the creditor.   
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This applies in particular to  the approach to identifying the correct transaction type for securities 

credited to or debited from custody accounts where it cannot be determined whether the 

transaction was a purchase, sale, securities lending transaction, o r repo transaction.   

2.2.2 Application of RAS ς BAU Tax Processing  

From a practical perspective, these obligations give rise to further commercial and operational 

considerations along the chain.  

Role ς Local Custodian / German Withholding Tax (WHT) Paying Agent   

Where a valid Statusbescheinigung , or equivalent entitlement documentation, is available and all 

applicable checks have been satisfied, the local custodian or German withholding tax paying agent 

applies the reduced withholding tax rate at source in accordance with existing processes and t he 

relevant legal framework. Although operationally this may form part of business -as-usual tax 

processing, it remains a critical point in the overall MiKaDiv lifecycle, as the correctness of the relief 

applied at source ma y later need to be supported by data and documentation gathered across 

the chain.  

Liability  considerations   

As the withholding agent, the custodian may bear primary statutory liability where RAS has been 

applied incorrectly. That exposure may, however, be mitigated where the custodian is able to 

demonstrate that it acted on the basis of valid documentation and without reason to know of any 

inaccuracies in the information provided. The application of RAS therefore depends not only on 

entitlement as a matter of law, but also on the quality and reliability of the information available at 

the point of payment.  

2.2.3 Collection of  MiKaDiv Relevant  Data (Post Payment  Phase)  

Role ς Custodian / Intermediary Custodians / Global Custodian (as applicable)   

Following the dividend payment, MiKaDiv  introduces additional reporting obligations that require 

data which is not always available at the payment date. As a result, the process continues beyond 

the payment event and requires the custody chain to initiate the collection of MiKaDiv -relevant 

data  after the dividend has been paid. At this stage, while no specific statutory timeline appears 

to have been prescribed beyond the applicable reporting deadlines, operational practice suggests 

that data collection may take place within the year of the relev ant dividend payment.  

In practical terms, this means that custodians must contact the client to obtain detailed MiKaDiv 

transaction and holding information. Depending on the factual scenario, this may include trade 

and settlement dates, indicators relating to financial arrangem ents, information on securities 

lending or repo activity, and details concerning depository receipts. It also requires internal 

coordination across relevant business functions, including Operations, Tax, Securities Lending and 

Client Services, to extract d ata already held within the organisation.  

Liability  considerations   






























