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Introduction

Objective: Education

• Depositary Receipts: Background and Features
• Cross-Border Investment Flows
• Dividend Processing
• Taxation and Recovery
• Solutions
• Benefits to the Marketplace
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• Depositary Receipts are:
• Issued by a Depositary
• Negotiable instruments
• Sponsored and unsponsored
• Book-entry or physical form
• Represent ownership in home market shares which Depositary 

holds in custody
• Outstanding DR amounts can rise or fall
• Pricing and arbitrage issues

Depositary Receipts
What are they?
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• Mutually beneficial to issuers and investors
• Issuers

• Capital Raising
• Valuation
• Cost of capital
• Profile issues
• Diversification of shareholder base

• Investors

Depositary Receipts
Why do they exist?

• Trade locally
• Disclosure
• Liquidity aspects

• Priced in investors’ currency
• Low cost of custody 
• Income processing
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• American Depositary Receipts (ADRs)
• Underlying shares held in custody in home market
• Issued and traded in the US

• Global Depositary Receipts (GDRs)
• Underlying shares held in custody in home market
• Issued on one or more exchanges outside the issuer’s home market

• Global Registry Shares (GRSs)
• One register in the issuer’s home country
• Shares issued into multiple markets

• New York Registry Shares (NYRSs)
• Home country register & New York register  
• US Registry Agent (a depositary bank) maintains the New York register  
• Shares can migrate between one register and the other

Depositary Receipts
Common Instrument Types

© 2008 Globe Tax Services Inc.



Depositary Receipts
How are they created?

Broker

• Buys ordinary shares
• Deposits them into 

depositary’s custodian 
account

Depositary

• Issues new DRs to 
purchasing broker

© 2008 Globe Tax Services Inc.



Depositary Receipts
How are they cancelled?

Broker

• Purchases DR from marketplace
• Sells ordinary share in home 

market
• Presents DR to depositary for 

cancellation

Depositary

• Instructs custodian to deliver 
ordinary share to broker’s local 
custody market 
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• NYSE, NASDAQ, OTC, Overseas Exchanges
• US Exchanges: NYSE, NASDAQ – limited to SEC registered issues
• OTC: Registration exemptions
• Overseas: Dependent on local listings and registration requirements

Depositary Receipts
Where are they listed and traded?
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• DTCC
• Participant accounts
• Correspondent accounts

• Euroclear, Clearstream
• Other Central Securities Depositories (CSD)

Depositary Receipts
Held where in custody?
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• Rule 144-A
• Grants exemption form US registration
• Private placement
• Holders limited to Qualified Institutional Buyers (QIBs) 
• QIB qualifications
• Rationale for creation

• Reg S
• Exempt from US registration 
• Available only to non-US persons

Depositary Receipts
Rule 144-A and Reg S
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• Why do delistings occur?
• Delisting rules eased in 2007
• Issuer decisions: Cost vs. benefit

• Cost
• Liquidity
• Importance of US trading presence

• Other delisting occurrences

Depositary Receipts
Delistings
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• Total investment levels have risen from $279 billion in 1991 to a record $4.9 trillion in 3Q2007

• U.S. investor inflows to non-U.S. equities have been positive in every year since 1980, with the 
sole exception of 1987, despite declines in asset values from 2000 - 2002.

US Investment in Non-US Equities
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An Increasing Issue
• Cross border investment is increasing by 16% per 

year
• Funds historically hold 25%-35% of assets cross 

border
• Increasingly, funds now being advised to invest up to 

50% cross border
• Double Tax Treaties (DTTs) establish possible 

entitlements to a lower “treaty” rate of taxation
• If not optimized, cross border income may be taxed 

twice
• Optimization methods dependent on jurisdiction

Relief at Source 
Quick Refund
Remedial (Long form) Reclaim 
Combinations 
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BO Structure

Statutes of Limitations

Residency 

Type of Jurisdiction

Markets

Processes

Forms

Variations

Year of Income

Recovery 
Time

Income Type

Regulation

BO Tax Status

Moving Parts
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• Based on locally deposited shares
• Features of Deposit Agreement

• General practice
• Specific instances

• Processing alternatives: via Depositaries
• Relief-at-Source

• DTC Important Notice
• Limited window of opportunity

• Long Form 
• Post payment application for refund

Depositary Receipts
How are dividends processed?
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Canada 
Finland 
France 
Germany 
Indonesia
Ireland 
Italy (Accelerated Refund)
Japan

Korea 
Netherlands (also Split Letter)
Norway 
Puerto Rico (Limited BO types)
Spain (Limited Securities)
Sweden 
Switzerland

Solutions: EDS Assist ®

EDS Eligible Markets
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• Uses
– Make Elective 

Dividend Service 
(EDS) elections

• Users
– DTC Participants

• Metrics
– EDS eligible 

securities currently 
16 markets

• Delivery
– Via daily record date 

position file from 
client’s system(s)

GlobeTax

Security Data
Beneficial Owner Data

EDS 
Allocations

Subscriber

Solutions: EDS Assist ®

The relief at source allocation tool
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Solutions: Virtual-STP

Foreign 
Tax 
Authority
or 
Local 
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Set up BO data
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Depositary

Long Form Reclaim Process
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• Consistent processes

• Quality assurance

– Higher acceptance rates

– Tax Authority receptivity

– Adoption of revised forms and filing procedures

• Opening of additional markets

• Participant and Beneficial Owner education

• Maximize participation in the tax recovery process

Market Infrastructure
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• Depositaries support full service to issuers and holders

• Positive impact on investment flows

– Consistent with home country objectives

• Optimization of issuer’s market capitalization

• Investor satisfaction

– Perception of fair treatment

• Government Reliance

Benefits to the Marketplace
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• Founded: 1992

• Offices: New York, London, Milan

• Processes over 1.7 million reclaims annually for ordinary 

shares and DRs

• Outsource service provider for all DR Depositaries: 

JPMorgan Chase, BNY Mellon, Citi and Deutsche Bank

• Process reclaims for all DTCC participants filing claims 

for ADRs and NYRSs 

• Research: 230+ Jurisdictions

About GlobeTax
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Q&A
Question: How long does it take to get money back in a particular market?  
Answer: The answer, as it is for most questions relating to tax reclamation is, “It Depends”. 
For EDS eligible securities the reclaim happens immediately or within a short period of 
election.  For long form reclaims, typically it takes 3-18 months.  However, there are some 
markets, like Italy for example, where it can take up to 5 – 6 years.

Question:  Are your customers generally custodians or asset  managers?  
Answer:  GlobeTax services custodians and asset managers as well as anyone on the 
investment chain who has been subject to withholding tax.  
Our clients include but are not limited to:  
Asset  Managers, Corporations, Foundations, Hedge Funds, Individuals, Mutual Funds, 
Nominees, Omnibus, Partnerships, Pension Funds, Proprietary trading funds, SICAVs, 
Sovereign Wealth funds, Trusts, and UCITS III funds.

We service all  beneficial owner types.
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New York:
Len A. Lipton – Director
Len_Lipton@GlobeTax.com 

William Treut – Director
William_Treut@GlobeTax.com

Telephone: (212) 747-9100

London:
Ross K. McGill – Managing Director
Ross_McGill@GlobeTax.com

Telephone: + 44 207 268 3962

Milan:
Andrea Mrakic – Regional Manager
Andrea_Mrakic@GlobeTax.com

The world’s pre-eminent withholding tax recovery and market data specialists 

GlobeTax.com

Contact Information
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Appendix  A – Important Notice
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