CA569 - MP for tax reporting changes introduced by CR1846

In optional income distribution events (DVOP) and/or dividend re-investments (DRIP) announced in source investment countries where tax is applied on the income that was re-invested in new securities, the taxation is usually managed according to one of the following procedures:
· income is re-invested to obtain new securities already net of the relevant tax (aka reinvestment net); 
· income is re-invested without any tax being deducted and tax is then debited separately in cash (aka reinvestment gross). 

As a way of an example, let’s consider a DVOP where shareholders can receive a dividend of 1€ per share in cash or re-invest in new shares issued at a price of 8.75€ per share. The account owner has 10,000 interim securities. The applicable tax rate is 25%.

Re-investment net
The account owner is entitled to a net dividend of 7,500.00 (10,000.00€ - (10,000€*25%)) to be re-invested to obtain new securities at 8.75€ per security. 
It will receive 857 new securities (re-investment ratio is 1:11.66666 held) and €1.25 in fractions
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Reinvestment gross
The account owner is entitled to a dividend of 10,000.00 to be re-invested to obtain new securities at 8.75€ per security. It will receive 1,142 new securities (re-investment ratio is 1:8.75 held) and €7.50 in fractions. The tax, 2,500€ (10,000€*25%) will be debited separately in cash.
Since the tax is debited separately in cash, there is no need to report the amount of tax withheld in the security movement used to credit the new securities
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