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Withholding Taxes - Higher, Further, FASTER
How prepared is the financial industry for FASTER?

CHALLENGES, OPPORTUNITIES AND PRACTICAL APPROACHES



OUTLINE Withholding tax processes within the European Union remain highly fragmented

and inconsistent. Financial service providers face the challenge of complying
with 27 different tax authorities, each maintaining unique regulatory require-
ments, data formats, and reporting standards. This lack of harmonization creates
inefficiencies and results in significant operational complexity and compliance
risk for the industry.

The EU withholding tax landscape is set for a major change with the intro-
duction of the FASTER Directive in 2030. It will move the EU towards a more
streamlined, digital withholding tax system that aims to reduce complexity and
support seamless cross-border investments.

,, As a global market infrastructure, we support the EU FASTER initiative
as an important step toward harmonizing and accelerating withholding tax
relief. The fragmented withholding tax procedures across Europe create
friction for investors and tie up capital. By standardizing digital procedures
and strengthening collaboration, FASTER can transform tax processing
into a catalyst for investment, providing clients with greater simplicity,
faster access, and increased confidence in Europe.

—Dirk Loscher, CEQ of Clearstream Europe AG

To assess the financial industry's readiness for these changes, Clearstream,
RAQUEST and the Munich Business School launched the FASTER Survey,
which was designed to collect expert opinions on the FASTER Directive’s
impact and expectations.

This whitepaper presents the survey results and examines the implications of
the EU FASTER Directive for the financial sector. It also outlines the practical ap-
proaches of Clearstream and RAQUEST.

This digital transformation will require financial institutions, their partners, and
tax authorities to adapt to new standards and digital processes. -



FASTER

What is FASTER and
how will it affect the financial industry?

The EU Council has taken a significant step towards enhancing the effi-
ciency and security of cross-border investments by approving a new tax
directive designed to speed up double taxation relief for investors. This
initiative, known as the Faster and Safer Relief of Excess Withholding Taxes
(FASTER) directive, is set to boost the functionality of the EU’s capital mar-
kets and combat tax fraud.

FASTER is designed to change the fragmented EU withholding landscape
by streamlining withholding tax procedures and harmonizing tax processes
across member states to support cross-border investments within the EU.
It introduces digital Tax Residency Certificates (eTRCs) and new reporting re-
quirements, as well as the role of the Certified Financial Intermediaries (CFls).
The directive also promotes relief at source and quick refunds for investors.

This is why financial institutions that will provide FASTER services or are
CFls will need to heavily invest in digital transformation to comply with the
FASTER Directive, which poses major challenges in this regard. Although
many aspects of FASTER will continue to be refined until the end of 2028,
trends and requirements have already emerged.

Consistent implementation of FASTER regulations throughout all EU Member
States, supported by common digital standards, will be essential to the
initiative’'s averall success.

Undoubtedly, FASTER will transform the financial industry. >



Digital Transformation: Why the financial industry
must expect massive investment

To meet new standardized reporting requirements, banks will need to signifi-
cantly upgrade their data strategies, focusing on data generation, segmenta-
tion and storage. One example of such regulatory tax reporting system is the
German MiKaDiv, which will be introduced in 2027.

o Investing in data and document transfer mechanisms within the custody
chain will be necessary to ensure a seamless flow of information and
compliance with the new standards.

e Increased automation will be required to handle the higher volumes anti-
cipated within the scope of FASTER services.

e Establishing digital capabilities to obtain and process eTRCs from tax
autharities, enabling their efficient transfer to the main process.

° Potential sanctions: Certified financial intermediaries that fail to comply
with the FASTER guidelines may face severe penalties and fines.

While implementing FASTER will require substantial effort, digital transforma-
tion enables institutions to enhance and differentiate their tax capabilities.
Strategic investment in technology will not only support FASTER compliance
but also reinforce global compliance and client service. >



FASTER SURVEY RESULTS

How prepared is the financial industry?

To gain an understanding of the perspective of the financial industry, Clear-
stream, RAQUEST and Munich Business School conducted the FASTER survey
among industry experts from a variety of backgrounds across Europe. This
expert-driven questionnaire gathered professional insights on awareness,
readiness, expectations, and potential challenges.

The survey shows a mixed picture of how companies are currently address-
ing the impact of FASTER. Around half of the organizations already employ
at least one person working on FASTER, and nearly a third have larger teams
of more than four people dedicated to the project. Only 17% of respondents
said that nobody is currently working on this. Less than half (42%) of the par-
ticipants already have a project team in place, while slightly more than half
(58%) have not yet established one. >



SURVEY DATA

Awareness and Readiness

Successful implementation of the FASTER Directive depends on the financial
industry’s level of preparedness. This section explores financial institutions'
awareness of the upcoming changes and their progress in adapting to them.

68% 0 4.8 out of 7

Industry-wide awareness of FASTER reported

lﬂ% @ 2.9 out of 7

Extent of internal process/system adjustments of organizations initiated in anticipation of FASTER

590/0 ® 4.1 out of 7

Organizations’ anticipated ability to comply with FASTER legal regulations

51% ? 3.6 out of 7

Overall FASTER readiness score across respondents

The survey reveals a clear gap between awareness and readiness for FASTER
implementation. While awareness of FASTER across the financial industry is re-
latively high, actual preparation remains limited, particularly in the areas of in-
ternal processes and systems. However, a moderate level of confidence exists
regarding the ability to meet FASTER's legal requirements, indicating cautious
optimism tempered by the need for further preparation.

, As FASTER is one of the most tax transformational developments
in financial services history, institutions must plan in advance and
take a more proactive approach to ensure a comprehensive
FASTER readiness strategy, particularly in the areas
of internal processes and systems.

—Mariano Giralt, Global Head of Business Development and Strategy at RAQUEST

Organizations will need to invest in early planning, legal assessments, and
systematic upgrades of internal infrastructures to close the readiness gap. »



SURVEY DATA

Processes

FASTER aims to streamline cross-border withholding tax procedures. To achieve
this, financial institutions need to redesign and automate core processes. This
part of the text examines both expectations and current burdens.

?2% 0 5.0 out of 7

Strong impact on cross-border tax relief processes expected

?7% 0 5.4 out of 7

Strong impact on tax refund and service processes expected

71% 0 4.9 out of 7

Current cross-border compliance processes described as highly time-consuming

The survey shows that, while current processes are considered inefficient and
time-consuming, improvements are expected with FASTER.

Financial institutions will need systematic redesign, better coordination across
custody chains, and automation to achieve the anticipated benefits. -

The high confidence in better and smoother processes
under FASTER highlights the EU Commission’s vision
of faster and simpler withholding tax relief services.
It means that global custodians will have to deliver

integrated tax services to their clients under FASTER.

—Dirk Loscher, CEQ of Clearstream Europe AG




SURVEY DATA

Expectations

FASTER is designed to enhance the efficiency of cross-border tax and compli-
ance processes within the EU. This section reviews stakeholder expectations
on its potential effects.

70% 0 4.9 out of 7

Improved efficiency of cross-border tax processes expected

70% 0 4.9 out of 7

Improved efficiency of cross-border compliance expected

66% 0 4.6 out of 7

Moderately positive impact on cross-border investment and operational decisions expected

, The results might reflect the uncertainties of member states
about integrating FASTER into their operational procedures.
However, we expect that FASTER will provide opportunities
to increase efficiency and promote better tax service.

—Nicolas Godfrey, Head of Tax Product at Clearstream

The survey responses indicate cautious optimism. While stakeholders recognize
FASTER's potential, their expectations remain measured. >



SURVEY DATA

Capital Market

A key objective of the EU FASTER Directive is to strengthen the capital markets
union. To achieve this, member states are expected to align with standardized
procedures and harmonized tax rules. This passage examines both anticipated
benefits and potential concerns.

71% 0 5.0 out of 7

Significant impact on attractiveness of EU capital markets for cross-border investments expected

73% ? 5.1 0ut of 7

Greater harmonization and standardization of EU cross-border tax rules expected

62% 0 4.3 out of 7

Moderate awareness of possible drawbacks of FASTER

, , It is likely that investments in some jurisdictions that are
currently complex in terms of tax relief will become easier
in the future, as the simplified mechanisms introduced
under FASTER could make these markets
more attractive to investors.

—Roman von der Héh, Managing Director RAQUEST Switzerland

These findings suggest that the financial industry is expecting a boost of
the EU capital market attractiveness by promoting tax harmonization under
FASTER. This also reflects the European Commission's intention to imple-
ment FASTER in a standardized way to strengthen the capital markets union.
However, concerns about potential drawbacks emphasize the importance
of careful implementation. >



SURVEY DATA

Technology

Robust and adaptable IT systems are essential for the efficient implementation
of FASTER. This section evaluates the current state of technological readiness
across financial institutions, with a focus on automation, integration capabilities,
and overall infrastructure preparedness.

57% ® 4.0 out of 7

Overall IT readiness for FASTER implementation

55% @ 3.9 out of 7

Level of automation in software used for cross-border tax processes

65% 0 4.6 out of 7

Ability to integrate FASTER-related data requirements into existing systems

The survey underscores the need for targeted IT investment and infrastructure
upgrades to meet FASTER requirements.

, , In order to get clarity on potential technical solutions that can support
the FASTER processes, financial institutions have to establish the current
state of their internal IT and data infrastructure and then formulate
a technology strategy for EU FASTER that will bridge
existing capabilities and new requirements.

—Roman von der Héh, Managing Director RAQUEST Switzerland

It is essential to align IT capabilities with FASTER's technical requirements to
ensure seamless integration and long-term success. >



Early adaptation to the new directive and close collaboration

with financial institutions are key to ensuring full readiness
for the launch of FASTER.

— Alexander Lerch, CEO of RAQUEST

Industry Approaches

Technology providers occupy a central position within the FASTER Directive
ecosystem, as the development of comprehensive technical solutions and
gateways is critical for the effective implementation of the initiative.

While the FASTER Directive defines a harmonized regulatory framework, its
practical implementation will differ across EU member states. The financial
industry might want a system that is designed to address these variations by
accommodating technical and procedural requirements established by na-
tional authorities. Within financial institutions, this system should facilitate
integration through consistent technologies, processes, and interfaces.

A modular suite encompassing eTRC processing, quick refund, relief-at-source,
reporting, and tax data transfer mechanisms could support the FASTER imple-
mentation. Gateways that consolidate connections with tax authorities would
enable financial institutions to streamline reclaim and reporting workflows.
Structured use of collected and processed data for applications such as busi-
ness intelligence and analytics might contribute to improved operational trans-
parency and efficiency.

Custodians will play an equally central role in ensuring that clients have
access to harmonized, efficient withholding tax services across jurisdictions.
To achieve this, operations, technology, and compliance functions must be
aligned with the demands of FASTER.

Collaborating with the market community to meet the requirements of the FASTER
Directive is beneficial as it allows for active advocacy, thought leadership and
innovation. The active engagement of Clearstream with industry associations and
the EU Commission contributes to comprehensive guidance on the implementa-
tion acts. Additionally, it promotes a cohesive ecosystem by encouraging colla-
boration among all key players, including technology providers like RAQUEST that
could play a critical part in the implementation of the directive. >

n



CLOSING REMARKS

Organizations recognize the transformative potential of FASTER and are optimistic
about its benefits, particularly in improving process efficiency and advancing
capital market harmonization. However, preparedness, especially regarding internal
processes and technology, lags awareness, suggesting the need for accelerated
action and investment. Although expectations are high, concerns about potential
drawbacks indicate that careful implementation and ongoing support will be
essential for the FASTER regulation to achieve its intended impact.

,, The EU FASTER survey highlights opportunities and challenges,
but the direction is clear: greater efficiency and harmonization of cross-border
taxes. As a global market infrastructure, we are committed to supporting our
clients through this transition. We will adapt our solutions to ensure compliance

and help them unlock the full potential of the EU capital market.

—Dirk Loscher, CEQ of Clearstream Europe AG

Thesurvey alsarevealsanopportunity for technology providerstoassist organizations
in transitioning from awareness to readiness for FASTER. Although institutions
recognize the efficiency and market benefits, many struggle with IT upgrades and
automation. Technology should provide seamless solutions that promote com-
pliance and allow clients to utilize the benefits of a harmonized European cross-
border tax environment.

The message for financial institutions should be obvious. They need to begin eva-
luating FASTER now to identify where to invest in scalable data strategies and
modernize IT systems to achieve greater automation and interoperability. Colla-
boration with custodians, technology providers, and regulators will be crucial in
building resilient solutions. Regulators, for their part, must provide clarity on im-
plementation timelines, ensure harmonization across member states, and support
digital standards that reduce complexity. -




While the deadlines for complying with national and EU-wide regimes may appear
distant, experience from a decade of digital transformation shows that large-scale
technology implementations require substantial time, financial investment, and
resources to succeed.

Starting the FASTER transformation today allows organizations to gain a compe-
titive advantage. Early investments in automation, IT infrastructure, and change
management not only streamline workflows and ensure regulatory compliance
but also strengthen client trust with faster, more transparent services.

FASTER is not just about tax relief. It is about modernizing Europe’s financial landscape,
enabling seamless cross-border investments, and reinforcing the EU's position
as an attractive capital market for the future. FASTER is a first step toward a unified
capital market in the EU and a significant leap forward in the digital processing of
withholding taxes. All stakeholders should view this change as an opportunity to
implement a system of digitized, automated withholding tax processing. [

Figures rounded conservatively throughout this document.

About RAQUEST

RAQUEST is a fintech company specializing in withholding tax management for
financial institutions. As part of the Halvotec Group, RAQUEST has been providing
innovative software solutions for the efficient processing of withholding taxes for
over 15 years. RAQUEST enables financial institutions to meet regulatory require-
ments, increase efficiency, and reduce costs while maximizing investor returns.
The modular B2B software supports all common tax relief procedures, and pro-
cesses data from upstream systems in a standardized and audit-proof manner. Its
gateways support digital interfaces between tax authorities of EU member states
and intermediaries in the payment chain.

RAQUEST has established itself as the market leader in withholding tax processing
with a customer portfolio of renowned financial institutions.

@ +49 8031 2979-0
@ contact@raquest.tax
raquest.tax
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