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DTTP30000 Introduction and general purpose 
 

The Double Taxation Treaty Passport (DTTP) Scheme is an administrative simplification designed 
to assist certain foreign lenders in accessing reduced withholding tax rates on interest that are 
available within the UK’s tax treaties with other territories.  The scheme is available to all UK 
borrowers who are required to withhold income tax at the basic rate on certain loan interest payments 
to overseas lenders. 

The scheme is administered by the Double Taxation Treaty Team, who can be contacted at HM 
Revenue & Customs, DT Treaty Team, Barkley House, Castle Meadow Road, Nottingham, NG2 
1BA. 

The scheme allows certain overseas lenders to be recognised by HMRC as residents of countries 
with which the UK has double taxation treaty. Proof of this recognition will be the granting of the 
status as “treaty passport holder”.  

Loans dealt with under the scheme can, subject to a direction issued by HMRC, be paid with 
deduction of withholding tax at the rate specified in the relevant treaty. 

The scheme exists as an alternative to the certified claim method for reclaiming tax withheld. This 
method remains available for those lenders not using the DTTP scheme.  Guidance on certified 
claims is available at https://www.gov.uk/guidance/double-taxation-relief-for-companies 

 

DTTP30010 Commencement of new rules 
 

Prior 6 April 2017 the scheme was restricted to overseas corporate lenders and UK corporate 
borrowers (see DTTP31000).   

As announced at Spring Budget 2017 the Government extended the scheme for loans entered into 
on or after 6 April 2017 - the following are key elements: 

 The scheme will be made available to all UK borrowers that have an obligation to deduct 
withholding tax, including UK partnerships, individuals and charities.  

 Transparent entities (including partnerships) will be admitted to the scheme as lenders 
where all of the constituent beneficial owners of the income are entitled to the same 
treaty benefits under the same treaty.  

 Sovereign wealth funds and pension funds who are utilising withholding tax treaty rates 
will be admitted into the scheme as lenders.  

 

DTTP30020 Overview 
  
An eligible lender will make an application to HMRC to be awarded passport holder status  
  
A passported lender will provide the borrower with its Passport number, and the relevant rate at 
which it believes income tax should be withheld. 
  
HMRC will review the application by the borrower to withhold income tax at the relevant treaty rate, 
and if the conditions for relief are met it will issue a Direction for the borrower to do so 
 

https://www.gov.uk/guidance/double-taxation-relief-for-companies
https://www.gov.uk/government/consultations/double-taxation-treaty-passport-scheme-review


DTTP30100 Overview of lender eligibility 
 

All corporate entities and certain transparent entities may, following a successful application, be 
admitted to the DTTP scheme as lenders. 

Transparent entities are eligible to apply under the scheme only if all of the constituent ultimate 
beneficial owners of the income are entitled to the same treaty benefits under the same treaty. 

So any entity who is currently entitled to make use of the certified claim procedure on its own account 
will be able to apply for a passport under the DTTP scheme unless otherwise excluded. 

HMRC retains full discretion on whether to admit these entities to the scheme. 

DTTP30110 Corporate entities 
 

Any overseas corporate entity – or concern treated by its country of residence as a corporate body 
for tax purposes - is entitled to apply for a treaty passport as a lender. 

A separate passport is needed for each entity in a group, and there are no ‘group passports’ which 
can be used at group level. 

 

DTTP30120 Branches and permanent establishments 
 

Where, for double taxation treaty purposes, HMRC regards a branch as being indistinguishable from 
its head office, then the double taxation arrangements the UK has with the country of residence of 
that head office governs what relief from UK withholding tax might be available to interest paid to the 
branch. 

That being the case, if a loan is suitable for treaty passport treatment when made by the head office, 
then it can be considered as so eligible when made by a branch, subject to it meeting all other treaty 
passport criteria for suitability and any tests (such as subject to tax in the head office residence 
country) laid out in the relevant double taxation treaty relied on to obtain relief. 

 

DTTP30130 Transparent entities including partnerships 
 

Transparent entities can participate in the scheme as lenders if all of the ultimate constituent 
beneficial owners of the income are entitled to the same treaty benefits under the same treaty.   

Overseas partnerships are entitled to apply for a treaty passport, but only where all partners are 
resident in the same jurisdiction and entitled to the same treaty benefits. 

When applying for a treaty passport, a partnership should nominate a partner to be responsible for 
corresponding with HMRC regarding the passport and notifying any relevant changes. 

 

DTTP30140 Sovereign wealth funds and pension funds 
 

Sovereign investors and pension funds who are utilising treaty withholding tax rates may participate 
in the scheme if the ultimate beneficial owner of the income is entitled to the same treaty benefits 



under the same treaty. 

This process is separate from, and has no impact on, the process for making a claim relating to 
sovereign immunity. 

HMRC will accept applications made by the trustees of the pension fund in their capacity as 
representatives of the fund’s members. A copy of the Pension Trust Deed should be provided in 
support of the application. 

 

DTTP30160 Syndicated loans 
 

A syndicate as such cannot be a treaty passport holder. Where the syndicate has chosen to be 
treated as an entity under the Syndicated Loan Scheme (“SLS”), formerly the Provisional Treaty 
Relief Scheme, it will be the syndicate manager who conducts the syndicate’s dealings with HMRC. 
Possession of a passport by the overseas lender will help the syndicate manager to judge the 
availability of double taxation relief available to the syndicate as a whole. 

If passport holders are lending members of a syndicate that is outside the SLS, then it is open to 
them to make use of their passport in substitution for a certified claim (assuming the satisfaction of 
all relevant DTTP scheme conditions – for example, beneficial ownership where relevant). The UK 
borrower must then tell HMRC of that use with a DTTP2 notification, leading to the issue of a 
Direction enabling relief at source on the interest payments to that passport holder. 

Overseas lending members of a non-SLS syndicate that do not possess a passport will need to make 
a certified claim in the normal way. 

Where a UK borrower has a loan facility with multiple lenders, and frequent buying into or trading of 
debt-right, then HMRC recognises that individual DTTP2 notifications may place an undue 
compliance burden on that borrower.  As a consequence, HMRC is willing to consider entering into 
arrangements with that borrower whereby these individual notifications can be swept up into a 
monthly consolidated DTTP2A notification. This will still require a passport holder to follow the 
standard DTTP procedure with the borrower - for example, specifying the rate of double taxation 
relief it considers itself entitled to - but in a modified form appropriate to the borrower’s 
circumstances. UK borrowers wishing to enter into such arrangements with HMRC should contact: 
HM Revenue & Customs, LBS DT Treaty Team, Barkley House, Castle Meadow Road, 
Nottingham, NG2 1BA, telephone 03000 547584. 

 

DTTP30170 Secondary loan market 
 

Acquisition of a loan by a third party may create a new payer/payee relationship between the UK 
borrower and the overseas acquirer of the loan. 

Where a passport holder acquires a loan for which withholding tax is due on the interest payments, 
they will be eligible to use the scheme in the normal way where all other requirements are met. 

 

DTTP30180 UK guarantors 
 

The exposure of a guarantor of a debt will be contingent on whether it will be called on to act on that 
guarantee in the case of default by the principal debtor, and assume the responsibility for making 
interest payments. Any payments not categorised as interest will not be subject to withholding tax 
and therefore not come into consideration in a treaty passport context. 



In the case of such default, a new payer/payee relationship can then be said to exist between the 
guarantor and the overseas owner of the debt-right, which can then expose the guarantor to a 
withholding tax obligation. While the loan arrangements giving rise to the guarantee might have 
existed for some time, and was contracted with a UK borrower other than the guarantor, for the 
purposes of the DTTP scheme HMRC regards the date from which the guarantee is called upon 
(and the guarantor assumes liability for payments) as the beginning of a new loan relationship 
amenable to the use of a passport.  

On this footing, and conditional on the guarantor and overseas lender otherwise meeting the 
conditions of the scheme, and absent any resulting changes in the overseas owner of the debt-right, 
the latter may make use of its passport in substitution for a certified claim in the usual way.      

This is subject to there being no bar to the use of the passport found elsewhere in the DTTP scheme 
terms and conditions and guidance. 

 

DTTP30200 Application process 
 

Applications for passport holder status are made using a form DTTP1, which is available online for 
download and postal submission. Applicants must obtain a certificate of residence from the overseas 
tax authority where they are resident. This residence certificate should have been issued within the 
last 12 months. 

If accepted onto the scheme, each passport holder is given a unique identifying reference number 
to be used in all DTTP scheme correspondence. 

Passports are valid for a period of 5 years, after which point they may be renewed. 

The consideration and acceptance of an applicant’s request for passport holder status shall be 
entirely at the discretion of HMRC. 

 

DTTP30300 Register of passport holders 
 

A register of recognised passport holders is kept by HMRC and is available to the general public to 
verify a passport holder’s status. Included on this register is the name of the lender, their unique 
DTTP scheme reference number and country of residence. 

In participating in the DTTP scheme, passport holders agree that HMRC may publish their name and 
DTTP scheme identification details in the register.  A lender can use the certified claims method for 
obtaining treaty relief to avoid the publication of their details. 

 

DTTP30400 Conditions for use 
 

A passport holder will enter into a loan making use of the DTTP scheme only where all conditions 

for relief under the relevant double taxation arrangements are satisfied. 

This will include (but not be restricted to) factors such as: 

•  where being subject to tax in the passport holder’s country of residence is required 

•  where relief is restricted only to the amount of income remitted to that country of 
residence (where it is not intended to remit the entirety, then the DTTP scheme will not 
be available or used) 



•  where the passport holder cannot reasonably demonstrate that it is the beneficial owner 
of the interest (in the international fiscal meaning of that term), and where this is a 
requirement for relief. 

HMRC reserves the right not to apply the DTTP scheme facility to a particular loan, in which 

eventuality it will notify both lender and borrower as early as possible. 

 

DTTP30410 Material changes to lender circumstances 
 

A passport holder will be obliged to notify HMRC if there are any material changes to its form or 
circumstances. 
  
Examples of material changes include the following: 
  

● a change in its correspondence address 
● a change in its business form (such as following a merger) 
● a change of its name 
● a change in its country of residence 
● for non-corporate entities, any changes in the country of residence of any of its 

constituent members 
● for non-corporate entities, any changes in its underlying constituent membership 
● any other change of circumstance which would potentially require HMRC's consideration 

when issuing a passport 
  
Failure to do this may result in the suspension or revocation of passport holder status, at HMRC's 
discretion. 
 

DTTP30420 Material changes to a loan or its ownership 
 

In certain circumstances, where there is a material change in the terms or ownership of a loan subject 
to a direction, the lender should notify HMRC to ensure that relief-at-source can continue to apply. 
  
As a general rule, and assuming that all relevant treaty passport criteria are met, if a claim form 
would previously have been necessary to notify HMRC of a material change in the terms of a loan 
then lenders may use the treaty passport process instead.  
  
Specifically, this can cover: 
  

● Changes in material circumstances in the lifetime of a Direction.  Guidance on what 
constitutes a material change can be found in DT Guidance Note 2 (reproduced as 
Appendix C of this guidance). 

 
● Contractual extensions of a loan (being an instance of such a material circumstance). 

 

● The sale or assignment of a loan. If the loan commenced before 06 April 2017 (the date 
the new DT Treaty Passport scheme rules commenced) and is sold or assigned after 
that date, HMRC will for passport purposes treat the date of sale or assignment as being 
the date the loan commenced. 

 
● ‘UK-source’ applications dealt with by DT Guidance Note 1 (reproduced as Appendix B 

of this guidance) and allowed for under the DTTP scheme’s terms and conditions - 



(where the borrower believes that it would be liable to UK withholding tax on interest 
payments). 

  
Where the existing or new lender is a passport holder; a borrower may then submit a DTTP2 
notification in place of a claim form (certified or otherwise) from the lender that would otherwise be 
required. 
  
Lenders should consider all Guidance Notes mentioned above before applying for relief at source 
through the treaty passport route, as compliance with them will still be incumbent to the parties to a 
loan. 
  
So far as changes, extensions and transfers of debt-right are concerned HMRC would expect lenders 
to take particular care to judge whether the material changes involved are potentially of such a nature 
as would prudently merit a fresh claim or passport application (where, for example, the passport 
holder’s name has changed).  
  
This is a matter for the parties to the transaction to weigh up for themselves, having regard to factors 
including (but not limited to) the commercial terms of the new or extended loan relationship, and any 
cross-ownership or community of interest relationship between the parties to a deal. 
  
In regard to the above HMRC reserves power of discretion at all times to ensure that the scheme is 
used appropriately. 
 

DTTP30430 Securitisation of contractual debt 
 

In certain circumstances HMRC will accept the use of the DTTP scheme process by a passport 
holder purchasing or acquiring securitised contractual debt-rights, such as a portfolio of poor-
performing or toxic debts.  The circumstances HMRC is willing to extend the use of the treaty 
passport facility are: 
  

•  the purchase or acquisition of the debt-right by the passport holder is effected in a single 
transaction, and 

•  interest payments are gathered in and paid on under a single asset management 
agreement. 

  
Particular regard should be had as to whether the basic conditions of the DTTP scheme are met, 
especially concerning beneficial ownership considerations (where pertinent to the availability of 
relief), by the parties to these sorts of transactions in judging whether the use of a treaty passport is 
appropriate 
 

DTTP30440 HMRC's right to review passport holder and loan 

information 
 

It is a requirement of the DTTP scheme that passport holders co-operate with HMRC when it 
conducts a review of lender status or any other aspect of the scheme.  This means providing HMRC 
with all information requested in connection with such a review. 
  
That co-operation shall extend to providing HMRC with copies of loan documentation, information 
about any loans entered into using a treaty passport and any other information requested.  
  
The passport holder may be specifically required to provide a schedule of ‘passported’ loans 
contracted by it within a specified period; that schedule identifying the UK borrowers, dates of loans 



and amounts lent. 
 

DTTP30500 Eligibility – borrowers 
 

For loans entered into on or after 06 April 2017 the DTTP scheme may be used to obtain double 
taxation treaty relief on UK loan interest payments made by any UK resident borrower (or any non-
UK resident borrower with UK source income) obliged to withhold income tax under section 874(2) 
Income Tax Act 2007. 
  
For loans entered into between 1 September 2010 and 5 April 2017 only loan interest payments 
made by UK corporate borrowers (or non-UK resident borrowers with UK source income) fell within 
the scheme, subject to the old terms and conditions (see DTTP31000).  
 

DTTP30600 Entering into a passported loan  
 

Simply entering into a loan with a passport holder does not automatically allow the borrower to 

withhold tax at the treaty rate when making interest payments: the borrower must also notify HMRC 

that they have entered into the loan using form DTTP2. 

 

DTTP30610 DTTP2 process 
 

Once in possession of a treaty passport, a passport holder then has the potential to enter into a loan 
agreement that can be dealt with under the DTTP scheme.  
  
The passport holder should in that case provide the borrower with its DTTP scheme reference 
number (verifiable by reference to the online register of passport holders), and specify the rate of 
relief applicable under the relevant double taxation treaty in force, so that the UK borrower (or foreign 
borrower with UK-source interest payments) can enter these details into the DTTP2 notification to 
HMRC. 
  
The DTTP2 form can be accessed via the Gov.uk website.  Borrowers have the option of printing 
the form and posting it, or of submitting it online. 
 
On receipt of their online submission acknowledgement, borrowers who submit the DTTP2 online 
may, if they wish, provisionally withhold at the relevant treaty rate in advance of receiving a formal 
Direction. 
 
If a UK resident borrower (or any non-UK resident borrower with UK source income) applies the 

wrong rate of relief, they will be obliged to make any corrective payments to HMRC. 

 
HMRC reserves the right not to apply the DTTP scheme facility to a particular loan.  In this eventuality 
the lender and borrower should be notified as soon as possible. 
 

DTTP30630 Directions to pay tax under treaty rate 
 

If on receipt of a DTTP2 form HMRC will check if all conditions for relief under the relevant double 
taxation treaty are met, the borrower will be sent a Direction under Regulation 2 SI 1970/488, 



instructing them to either to 
  

● not deduct tax, or; 
● not deduct tax at a higher rate than is specified in the notice, or 
● deduct tax at a rate specified in the notice instead of at the lower or basic rate otherwise 

appropriate 
  
The Direction will specify the period it is valid for.  This will usually be no longer than 5 years.   
 

DTTP30640 Consequences of failure to notify HMRC of entry into a 

passported loan 

If the UK resident borrower (or non-UK borrower with UK source income) does not notify HMRC that 

they have entered into a loan from a passport holder that they consider to be a passported loan, they 

will be required to withhold tax at the basic rate regardless of the passport holder's status. 

 

HMRC reserves the right to request payment of tax and/or interest in such cases.  

If the UK borrower does not send a DTTP2 notification to HMRC before the first interest payment, 

then HMRC can give no assurance that any Direction will be issued in time to be applied to a 

particular interest payment.  

  
The UK borrower may therefore not get a Direction before it has to make interest payments. 
  
If HMRC is unable to issue a Direction before a particular interest payment is made, the borrower 
must fulfil its legal obligation to withhold tax, and the passport holder will need to make a certified 
repayment claim (see DTTP30650). 
 

DTTP30650 Repayments of withholding tax 
 

A claim for repayment of tax shall be made by the passport holder in writing and should include the 

name of the borrower, date(s) of payment, gross amount(s), amount of tax deducted and repayment 

instructions. 

 

DTTP30700 Renewals 
 

When granted, a passport will be valid for 5 calendar years from the date of granting.   

A passport may be renewed on application to HMRC by letter to HM Revenue & Customs, LBS DT 
Treaty Team, Barkley House, Castle Meadow Road, Nottingham, NG2 1BA, not less than 3 
months before the date of expiry.   

If there have been no material changes since the original passport is granted then the passport will 
be renewed for a further 5 year period subject to HMRC conducting necessary checks.  If an 
application for renewal is not received by the expiry date, then passport holder status shall be 
withdrawn.  

Lenders will take full responsibility for ensuring that renewal applications are made timeously.   

 



DTTP30800 Sanctions for misuse 
 

A passport holder found to be in breach of these terms and conditions may, depending on the gravity 
of any breach: 

● receive a formal warning that a further breach may result in the suspension or removal 
of their passport status; or 

● have their passport status suspended for a fixed period, said period being entirely at the 
discretion of HMRC; or 

● have their passport holder status removed, said removal and any conditions which may 
be attached thereon, being entirely at the discretion of HMRC. 

Determination of whether a breach of these terms and conditions has taken place will be entirely at 
the discretion of HMRC. 

 

DTTP30810 Effects of cancellation of a passport on an existing 

Direction 
 

In the event of a lender’s passport holder status being withdrawn, the borrower can rely on a Direction 
in the usual manner unless informed otherwise by HMRC in a notice of cancellation.  The content 
and issuing of a notice of cancellation is entirely at the discretion of HMRC. 

For the avoidance of doubt, the loss of passport holder status by a lender will not of itself be viewed 
as a material change invalidating a Direction. 

In a connected party lending scenario, the borrower may be liable to withhold tax if it knew, or might 
reasonably be expected to know, that the passport holder did not qualify for relief. 

 

DTTP30900 Interaction with other provisions 
 

The DTTP scheme is distinct from Council Directive 2003/49/EC (EU Directive on Interest and 
Royalties) and s.888A ITA 2007 and SI 2015/2002 (Private Placement legislation).   

For the avoidance of doubt the DTTP scheme is an administrative simplification within existing 
legislation covering withholding tax on payments overseas that are relievable under double taxation 
treaties, namely s.874 ITA 2007 (as may be amended or re-enacted) and SI 1970/488.   

Accordingly the DTTP scheme should not be used in relation to withholding tax in respect of the 
legislative provisions such as those mentioned above. 

 

  



DTTP31000 Appendix A – Previous guidance (pre 06/04/2017) 
 

For loans arrangements with a commencement date prior to 6 April 2017 the previous terms and 

conditions below applied to the DTTP scheme. 

1. Introduction and general purpose of scheme 

The scheme is known as The DT Treaty Passport Scheme (or DTTP). Its purpose is to provide a 

swifter and more efficient method of providing for double taxation treaty relief on UK loan interest 

payments made by a UK corporate borrower to those overseas corporate lenders who have gone 

through a process of being recognised by HMRC as residents of countries with which the UK has 

double taxation arrangements able to claim relief under those arrangements. Proof of their 

recognition will be the granting to an overseas lender of the status of being a ‘treaty passport holder’, 

subject to the terms and conditions that follow. 

2. Who administers it? 

The DT Treaty Passport Scheme is administered by HM Revenue & Customs, 

LBS DT Treaty Team, Barkley House, Castle Meadow Road, Nottingham, 

NG2 1BA. 

3. Who is eligible? 

Any overseas corporate entity – or concern treated by its country of residence as a corporation for 

tax purposes – may apply for recognition as a DT treaty passport holder. Eligibility is restricted to 

independent foreign corporate entities and business forms treated in their country of residence as 

such, possessing full corporate personality characteristics that allow HMRC to consider them wholly 

responsible and accountable for their actions. In this context, HMRC is prepared to consider 

applications for passports from US LLCs and S-corporations which are wholly owned by single US 

corporates, and which are treated for US tax purposes as disregarded entities, fiscally 

indistinguishable from their parents. 

The mere liability of an overseas concern to its country of residence’s form of corporation tax – where 

taxed at all – is not of itself sufficient to demonstrate that it falls to be regarded as a “corporate entity” 

for DTTP purposes. 

4. Applying for a treaty passport 

An applicant for passport holder status will be required to apply in such a manner, and in conformity 

with such procedures, as HMRC establishes and publishes from time to time. 

5. Discretion of HMRC to accept a passport application 

The consideration and acceptance of an applicant’s request for passport holder status shall be 

entirely at the discretion of HM Revenue and Customs. 

6. How to apply, and turn-round time 

An application for passport holder status shall be made on a form DTTP1, available for download 

from the HMRC website. Go to www.hmrc.gov.uk and enter DTTP1 in the Search facility. HMRC 

undertakes to deal with any application within 30 working days of it being made. 

7. Formal acceptance procedure and online Register of Passport Holders 

A register of recognised passport holders is kept by HMRC, and is made available to the general 

public as an aid to verifying a passport holder’s status. Each passport holder will have a unique 

identifying reference number to be used in all its DTTP dealings. 



8. DTTP Register data confidentiality waivers 

In participating in the DT Treaty Passport scheme, passport holders agree that HMRC may publish 

their names and DTTP identification details in the manner specified in the previous paragraph. 

9. Entering into a passported loan 

Once in possession of a treaty passport, a passport holder then has the potential to enter into a loan 

relationship that can be dealt with under the DTTP scheme. The passport holder should in that case 

provide the borrower with its DTTP reference number (verifiable by reference to the online Register 

of Passport Holders), and specify to it the rate of relief applicable under the relevant double taxation 

arrangements then in force, so that the UK borrower (or foreign corporate borrower with UK-source 

interest payments) can enter these details into the DTTP2 notification to HMRC. 

10. UK borrower obliged to make a passport loan notification to HMRC 

The passport holder should make any borrower aware that it will need to notify HMRC on a form 

DTTP2 of the making of the passported loan, and of the details of the loan and its main features and 

terms. It will be important for the information given in the form to be both accurate and complete, not 

the least because that information will be used by HMRC as the basis for the subsequent Direction 

under SI 1970/488 that will exempt the interest payments. Any flaws, errors or misrepresentations 

in the borrower’s notification may call into question – if not vitiate – the legal effect of this Direction. 

The borrower should aim to send the form DTTP2 notification at least 30 working days before the 

first interest payment for which exemption is needed. Where this condition is met, HMRC will as soon 

thereafter as is practicable issue the UK borrower with the Direction. 

11. Consequences of a failure by a UK borrower to make any or timely notification 

If the UK borrower does not send the DTTP2 notification to HMRC at least 30 working days before 

the first interest payment, then HMRC can give no assurance that any Direction will be issued in time 

to be applied to a particular interest payment. The UK borrower may therefore not get a Direction 

before it has to make interest payments. 

If late delivery of the DTTP2 notification results in HMRC being unable to issue a Direction before a 

particular interest payment is made, the borrower must fulfil its legal obligation to withhold tax, and 

the passport holder will need to make a certified repayment claim, as outlined in paragraph 12 below. 

12. Repayments 

The DTTP shall apply only to claims for relief at source: any claim for a repayment of tax shall be by 

a full certified claim from the passport holder only. 

13. Use of DTTP only where all conditions for relief are present 

A passport holder will enter into a loan making use of the DTTP only where (to its certain knowledge 

and belief) all conditions for relief under the relevant double taxation arrangements are satisfied. 3 

This will include (but not be restricted to) factors such as: 

• where being subject to tax in the passport holder’s country of residence is required 

• where relief is restricted only to the amount of income remitted to that country of residence (where 

it is not intended to remit the entirety, then the DTTP will not be available or used) 

• where the passport holder cannot reasonably demonstrate that it is the beneficial owner of the 

interest (in the international fiscal meaning of that term), and where this is a requirement for relief. 

14. Discretion of HMRC as regards a particular loan 

HMRC reserves the right not to apply the DT Treaty Passport scheme facility to a particular loan, in 



which eventuality it will notify both lender and borrower as early as possible. 

15. Discretion of HMRC as regards a particular borrower 

HMRC reserves the right not to apply the DT Treaty Passport scheme facility in respect of any loan 

arrangements entered into by a particular borrower, in which eventuality it will notify that borrower of 

its decision. 

16. Material changes affecting a passport holder 

A passport holder will be obliged to notify HMRC if there are any material changes to its form or 

circumstances – such as a change in its business form or country of residence. Failure to do this in 

a timely manner may result in the revocation of passport holder status. 

17. Consequences for breach of Terms and Conditions 

A passport holder found to be in breach of the DTTP Terms and Conditions may, depending on the 

gravity of any breach: 

• receive a formal warning 

• have their passport holder status suspended for a fixed period (3 months, 6 months, and so on) 

• have their passport holder status removed. 

18. Grant and renewal of passport holder status 

HMRC sought to make the initial granting of treaty passport status as far as possible an orderly and 

staggered procedure, to accommodate numerous applications vying with each other for processing 

and approval. This worked well in the main, and this initial stage of the DTTP Scheme went smoothly 

and successfully. 

HMRC would also like to avoid similar strains on the DTTP system at renewal time, and seeks by 

such an approach to ensure a more evenly spread pattern of occurrences at both inception and 

renewal stages. 

More details will be published nearer the time on HMRC’s website www.hmrc.gov.uk. 

When granted, a DT treaty passport will be good for 5 calendar years. It may be renewed on 

application to HMRC by letter, preferably not less than 4 months before that date. 

19. HMRC’s right periodically to review how a passport holder is using its passport holder status 

In applying for – and accepting – the status of a passport holder, that passport holder undertakes to 

co-operate with HMRC should it choose to review how it is using its status, and agrees promptly to 

provide HMRC with any and all information needed in connection with such a review. 

20. Reporting passported loans made by a passport holder 

That co-operation shall extend to providing HMRC, when asked, with copies of loan documentation, 

responses to specific requests for information about any loans entered into using a treaty passport. 

The passport holder specifically agrees to provide – on request by HMRC – a schedule of 

‘passported’ loans contracted by it within a specified period; that schedule identifying the UK 

borrowers, dates of loans and amounts lent. 

Further information about HMRC’s DT Treaty Passport scheme may be found online by going to 

www.hmrc.gov.uk and entering DT Treaty Passport in the Search facility. 

July 2011, updated April 2013  



DTTP31100 Appendix B – Double Taxation Guidance Note 1 
 

“Applications for relief at source on interest payments where both lender and borrower are 

outside the UK 

This Guidance Note explains how HM Revenue & Customs (HMRC) Residency Nottingham handles 

applications for relief at source from UK income tax under a double taxation treaty in respect of 

interest payments where both lender and borrower are outside the UK. 

Under Chapter 3 of Part 15 Income Tax Act 2007 (formerly Section 349(2) of the Income and 

Corporation Taxes Act 1988) there is a general obligation on payers of UK-source interest payments 

to non-residents to deduct and account for tax at a stipulated rate to HMRC. 

The meaning of UK-source in this context will not normally give rise to difficulties. However, where 

the payer of the interest is not situated in the UK, it may be possible that such payments will fall to 

be considered under domestic tax law as having a UK-source. The onus is on the payer to decide 

whether tax is properly to be deducted having regard to settled case law principles and all the facts 

surrounding the loan. In particular, the payer is advised to make reference to the approach and 

criteria endorsed by the House of Lords in the National Bank of Greece case (46TC472). 

The HMRC position in that case is outlined at SAIM9090 onwards. If the payer concludes that the 

interest payments fall to be treated as UK-source, and that it is under an obligation to deduct tax, it 

may be possible that the payee is entitled to make a claim for relief under the double taxation treaty 

the UK has concluded with its own country of residence. If this is the case, the payee may apply to 

HMRC Residency for relief from UK tax to be authorised at source. This means that before any 

interest payments have been made, the payee may be authorised to make those payments gross, 

without deducting withholding tax, or under a reduced rate of withholding tax. HMRC Residency has 

discretion to do this by issuing to the payer a Direction under Regulation 2 of Statutory Instrument 

No. 488 of 1970 (SI 1970/488). Forms on which an application may be made are obtainable from 

HMRC Residency (Opens new window). 

In its consideration of an application for relief at source in such circumstances, HMRC Residency 

must be satisfied that all the elements necessary to give relief are present. In the circumstance where 

the payer of the interest is not situated in the UK, HMRC Residency will need satisfactory evidence 

that the payer has concluded that the payments are to be considered as UK-source and has formed 

the intention of deducting and accounting for tax accordingly. 

HMRC Residency's claim forms ask claimants to attach copies of relevant loan documentation as 

part of the normal process. In cases such as those discussed in the previous paragraph, HMRC 

Residency would also ask claimants to enclose supporting evidence confirming the payers' 

intentions. This could, for example, be copies of pertinent correspondence with the borrower or other 

relevant documentation. 

Without the comfort afforded by such supporting documentation, HMRC Residency may well take 

the view that it should not exercise its discretion under SI 1970/488 to authorise relief at source. 

However, it would then be open to the non-resident payee to make a repayment claim to HMRC 

Residency once the interest payments have commenced and tax has been deducted. HMRC 

Residency will be prepared to keep the application for relief at source open and on file pending this 

eventuality. If the non-resident payee is then able to forward a certificate of tax deducted completed 

by the payer, HMRC Residency may then be able to accept that the UK source categorisation of the 

payments has been established. Assuming that all the other conditions for Double Taxation treaty 

relief are present, HMRC Residency should then be in a better position both to repay the tax 

deducted and consider in a more positive light the appropriateness of issuing a Direction under SI 

1970/488 for future payments.”  
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“Changes of name and business account details during the lifetime of a Double Taxation 

relief at source Direction 

This Guidance Note explains how changes in payer and payee name and business details may affect 

the validity of an existing Direction for UK payers to make payments of interest/royalties to non-UK 

residents which incorporate double taxation treaty relief. It sets out the circumstances in which such 

changes can trigger the need for a fresh application for relief at source from the non-resident. 

Background 

Under Chapter 3 of Part 15 Income Tax Act 2007 (formerly Sections 349(2) and 536(2) of the Income 

and Corporation Taxes Act 1988) there is a general obligation on UK payers of interest and royalties 

to deduct and account for tax at a stipulated rate to HM Revenue & Customs (HMRC). 

HMRC Residency has the discretion to give Double Taxation (DT) treaty relief at source by directing, 

under Regulation 2 of SI 1970 No. 488, a UK payer of relievable income to make subsequent 

payments either without deducting income tax at the statutory rate, or by deducting an amount 

specified by reference to the DT treaty appropriate to the country of residence of the payee. 

In the absence of a Direction, or where it may be reasonably inferred that an existing Direction has 

become invalid by reference to the conditions under which it was issued, the UK payer is bound to 

deduct and account for tax in the normal way. Failure to do so may result in the UK payer being 

assessed for the tax that should have been deducted from the payments in question and being 

charged to interest and penalties. 

Both the UK payer and the non-resident payee are specifically named and identified, using the 

information supplied to HMRC Residency in the application for treaty relief. 

The Direction itself clearly states that it will 'cease to have effect if ... the recipient of the income 

changes...' In strictness this means the Direction would become invalid by any change in the name 

or details, no matter how minor, of the account to which payments are being made by the UK payer. 

Compliance issues  

Whilst HMRC Residency has to fulfil its obligations to protect the UK Exchequer and taxpayer, it 

seeks to keep the compliance and administrative work required from its customers to a minimum. 

Changes in the name and business details of either the UK payer or the non-resident payee may 

signify a more fundamental change to the basis on which DT treaty relief was authorised in the first 

place. And this could mean that relief is either no longer available or that the terms under which the 

Direction was issued must be reconsidered. 

The key issue that HMRC Residency must have regard to is whether there has been any change in 

the underlying beneficial ownership of the income in question, and of the relationship between the 

beneficial owner(s) and the UK payer, that could prejudice the basis on which treaty relief was initially 

authorised. 

The HMRC Residency approach 

HMRC Residency adopts the following broad tests in deciding what further action is appropriate 

where there have been changes in the name and business details of either the UK payer or the non-

resident payee. 

Changes affecting the UK payer 

•If the UK payer changes its name with no change of ownership it will be unable to rely upon the 



cover of the existing Direction, which was issued to it under a different name. But if it advises of the 

change, HMRC Residency is willing to consider issuing a replacement Direction in the new name of 

the payer without a fresh application from the non-resident payee.  

Reasoning: the assumption is that a superficial (and thus non-material) change only has taken place. 

•If beneficial ownership of the UK payer changes or it is the subject of a merger or other restructuring, 

and it notifies of the changes, HMRC Residency will ask the UK payer's tax office whether or not 

there is any objection to the issue of a new Direction, without a fresh application being required. A 

new Direction would, so far as possible, be worded to provide cover for the UK payer from the time 

of any changes.  

Reasoning: the tax office is alerted to any emerging tax consequences for the UK tax base (for 

example transfer pricing) and can in return flag up any prejudicial elements for the basis of the DT 

claim (for example a special relationship question). This should identify at an early stage cases 

where a fresh application for treaty relief is needed, or where the extent or form of the relief must be 

otherwise re-assessed. 

Changes affecting the non-resident payee 

•If the non-resident payee simply changes its name and there is no change of ownership, and 

advises to this effect, HMRC Residency will ask for documentation of the name change and consider 

issuing a fresh Direction with the new payee details. Such a Direction would cover the period from 

the changes in payee details.  

Reasoning: no fresh application is likely to be justified, using the same assumptions as within bullet 

one above. 

•If beneficial ownership of the non-resident payee changes or it is the subject of a merger or business 

restructuring, HMRC Residency will require a fresh application from the payee. It will process this in 

the normal way, and where it is satisfied treaty relief is due will issue a new Direction, subject to the 

normal rules about retrospection: see the article 'Treaty Claims and Loan Interest' in Tax Bulletin 

Number 12 of August 1994 - the principles underlying which are now applied to all forms of UK-

source income, and not just interest.  

Reasoning: the overseas concern that was previously successful in claiming treaty relief has 

changed in a sufficiently substantial and material way as to justify a re-establishment of that 

entitlement. 

Conclusion 

UK payers especially should take careful note of the wording and terms of any SI 1970/488 Direction 

issued to them in order to understand fully their obligations to deduct tax at the appropriate treaty 

rate. 

Prompt notification of changes of name or beneficial ownership etc. will allow HMRC Residency to 

give fresh consideration to the terms of the Direction and enable it to issue a new notice where 

appropriate at the earliest opportunity and so give the UK payer or non-resident payee certainty of 

treatment. 

If you consider that you may be affected by such changes, you should contact HMRC Residency 

caseworkers immediately, quoting the HMRC Residency 'FD…' reference given on the Direction or 

used in correspondence with this office.” 

 


