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The people of the United Kingdom have voted to leave the
European Union. This is an enormously significant decision for
global business and for the island of Ireland and businesses based
here - both North and South. Many of the implications of the result
are very negative and others will evolve over time.

It is important to re-affirm the many positive fundamentals that already exist in the
Irish - UK economic relationship. We are both significant markets for each other’s
goods and services and this will not change. Inevitably and depending on the
outcome of the exit negotiations, there may be some notable alterations to the
terms of this trade.

These negotiations may be protracted and the medium term economic impact of
the referendum result remains highly uncertain. The short term impact is certainly
very negative. It is in everyone's interests that the eventual trading relationship
between the EU and the UK is as business friendly as possible.

The Irish government can and should play an important role in ensuring that
Ireland’s interests are strongly represented and we are very supportive of all
efforts to ensure that outcome. We are also highly supportive of the efforts of
state agencies to promote Ireland’s continued appeal as an excellent location for
business.

\We hope this document is a useful aid in helping consider some of the issues in
relation to Brexit.

M

Shaun Murphy

Managing Partner
KPMG in Ireland
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considerations for reland

Trade & People - Two way trade between the Republic of Ireland and
the UK stands at over €1bn per week. Meanwhile, approximately 400,000
people born in the Republic of Ireland live in the UK and almost 230,000
people born in the UK are resident in the Republic of Ireland.

Exports - The UK is Ireland’s largest export market. According to the Irish
Exporters Association, goods and services exports to the UK totalled €30bn in
2014 - accounting for 17% of total Irish exports in value terms. The UK ranks
as Ireland’s No.1 market for services exports and No.2 for goods exports.

Domestic Business - Irish SMEs are more exposed to the risk of Brexit
as they have a higher proportion of their trade with the UK. Conversely,
larger companies tend to have a more diversified range of export markets.

FDI - It has been suggested that Brexit would make Ireland more attractive
than the UK as a ‘Gateway to the EU". The UK has lowered Corporation Tax
and in 2014 attracted record volumes of FDI. Whilst Ireland’s FDI appeal is
undeniable, competition from the UK for FDI could become more intense as
a result of Brexit.
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Trade Treaties - As a result of Brexit, Ireland’s trading agreements with the
UK will be determined by EU negotiations that would apply to all EU states
and there are several potential post-Brexit scenarios.

Agribusiness - Ireland and the UK are each other’s single biggest export markets
for food and drink. According to Bord Bia, the UK accounts for over 50% of Ireland’s
beef exports and almost one-third of dairy exports. 70% of Irish ingredients and
prepared food are sold to UK customers.

Exchange Rate Volatility - A further weakening of sterling could have
a negative impact for sectors trading heavily with the UK. It has been
suggested that the vote for Brexit could weaken sterling by a further

10 -15%.

Cross-Border Trade - Estimated by the ESRI at €3bn - €1.8bn from
North to South and €1.2bn in the opposite direction. The possibility of
the reintroduction of border controls and associated delays is a potential
inhibitor and additional cost to business.

Northern Ireland - The Northern agribusiness sector is due to receive an
estimated €3bn in EU aid between 2014 and 2020. There is no guarantee
that following Brexit that this loss of funding from Brussels will be replaced
by similar funding from the UK government.

Timing - There is a two year headline timeframe for the negotiation of a
post Brexit trade agreement between the UK and the EU. However, the
duration of trade negotiations between the EU and other states has, in the
past, taken between four and nine years.
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OXL- (e Ceranty or uncertan

. Brexit will fundamentally alter the “Four Freedoms” of
Membership of goods, services, people and capital guaranteed by EU
the EU guarantees membership.

‘Four Freedoms.’ The extent to which Irish business is affected will depend on how much it
benefits from the Four Freedoms and how much the Four Freedoms are
affected by Brexit. For example, a business operating on an all-Ireland basis

. The free movement A .
would face significant uncertainty under all four of the freedoms.

of goods

It has also been suggested that something approaching 40,000 pieces of

. The free movement legislation will have to be considered by both the EU and the UK as a result
of services, and freedom of the UK vote to leave.

of establishment Perhaps the biggest area of uncertainty is how a separation from the EU would

work. According to the rules of the Lisbon Treaty, a ‘leave vote’ would be
followed by up to two years of negotiations.

. The free movement of
persons including the free

movement of workers The eventual outcome — the UK's future legal and trading relationships with the
EU including Ireland — will hinge on these negotiations. There is no absolute
. The free movement guarantee that such negotiations will conclude within a two year time frame
of capital set out under Article 50 of The Lisbon Treaty — adding additional uncertainty for

[rish business.

It is of course possible that the final outcome will leave very few changes. At
the other extreme and however unlikely, a deeper separation could see the UK
fail to reach any agreement with the EU. Thus, we could see a return to World
Trade Organisation rules and trade tariffs on certain goods.

Other possible outcomes includes a new EU relationship for the UK based on
those held by other non-EU states such as Norway, Switzerland or Turkey.

It is of note (particularly for Irish companies with UK subsidiaries for example)
that the EU has negotiated terms of trade with many other countries including
the US, China and Japan. As the UK is leaving the EU it will no longer be party
to these agreements and will have to renegotiate its own trade terms with
each country and with the EU.
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POSLBIEXIt Models for the UK

Post Brexit there are a number of different scenarios that may, subject to
negotiation, define the UK’s relationship with the EU.

The Norwegian/European Economic Area (EAA) model

In effect this is the closest to full EU status but without actual membership. It offers access

to the single European market with the exception of agriculture and fisheries. Under this type
of agreement the UK would still have to accept free movement of labour and abide by single
market rules without having any vote. Furthermore, it would require the UK to make significant
payments to the EU budget.

The Bilateral/Free Trade Agreement (FTA) OR Swiss model

Sometimes known as the “Swiss Model” the UK could negotiate a bilateral agreement with

the EU to cover issues such as reciprocal market access, travel and immigration. One variant
of this option offers significant market access to the EU but does require contributions to the
EU budget as is the case with Switzerland. It's important to note that the EU retains the right
to negotiate FTAs on behalf of all of its members. As a result of Brexit, Ireland and the

UK will not be in a position to agree a bilateral trade agreement with each other.

The Turkish Model (Customs Union)

Under this model, the UK would have partial access to the Single Market, for some goods only
and not for services. It would involve participation in the EU Customs Union which must offer
non-EU countries the same trade terms as agreed with the EU. The UK would be required to
enforce rules equivalent to those in the EU, for instance under competition and State Aid as
well as implementation of EU external tariffs. It would have no role in EU decision-making,
make no contribution to the EU budget and would not benefit from EU or EFTA FTAs.

The World Trade Organisation (WTO) Model

This scenario applies in the context of the greatest break with the EU. It does not

involve any UK obligations in terms of free movement of people, EU budget contributions
or complying with EU rules. By way of background the WTO is a global framework for trade
relations. All EU countries, including Ireland and the UK, are members of the WTO. Such an
agreement implies tariffs on UK goods and services, non-tariff barriers and the possibility of
reciprocal tariffs on EU trade into the UK.
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OXIL - CNECKIIS

Who are our UK customers, suppliers and

outsourcing providers? \What impact will the
‘leave’ vote have on them and our business
interactions with them?

What impact might future political or
economic volatility have on our UK
business? How would the uncertainty
caused by protracted negotiations impact | &% tmmmmmmo
on our business?

What are the cross-border implications?
To what extent are we exposed to additional
time and compliance matters on a cross-border
trade basis?

What impact will Brexit have on our workforce?
Especially if we also have UK operations in terms of
immigration, cross-border working, workforce mobility
and employee availability.
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How might Brexit impact on our current financing
arrangements? \/\Vhat is our exposure to Sterling?
What about other direct financial implications such as
transfer pricing, tax jurisdictional matters and exchange
rate issues?

To what extent does our UK business depend on
EU grants or trade agreements? Following Brexit
might our UK businesses align voluntarily with EU
requirements? What might this cost?

How might energy supplies and the overall energy
market be affected? There is an All-Ireland electricity
market jointly regulated by both states. As a result of Brexit,
! the UK may decide to alter its perspective on how this

responsibility is shared. What are our energy dependencies
and what risks may arise in the event of a change in
regulation?

What are the regulatory implications? lreland and the
UK often adopt similar positions in terms of economic

O 08 regulation. WWhat might the regulatory impact be on our
Irish based business when the UK is outside the EU and
no longer an ally on these matters?
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OXC-NOWMGNTITWOTK:

23 June 2016 /\

UK Referendum vote on whether to leave or remain in the EU takes INor OUT?
e N
. 24 June 2016
(€ )
Referendum Results:
51.9%Lleave | 48.1% Remain
e Autumn 2016 UK votes to leave EU.
L]
Earliest date for the decision to be upheld by the UK parliament.
Triggering of Article 50 of the Lisbon Treaty is the only way the UK
can legally leave the EU. Invoking this as-yet-untested Article would O
o - Latter half of 2016

start a two-year clock on the UK's eventual exit. °

UK formally notifies European Council, invoking Article 50.
The UK would, at the moment Article 50 is triggered, be excluded from EU
. discussions on the nature of the exit negotiations. These would be settled by
First quarter of 2017

4]

o (heremaining EU states.

UK and EU commission undertake negotiations. Before negotiations could begin, the European Commission would need to
. . . . seek a mandate from the European Council (without the UK present).

The UK would not participate in the discussions of the European

Council or in decisions concerning it during this two year period. r’—] Latter half Of 2016

f Lh o
French presidential elections.
o July-December 2017 ’ H

[

UK was due to take on the presidency of the EU. The UK has been

replaced in this role by Estonia.
I ] August-October 2017
German federal elections.

Latter half of 2018 ’ H

It is uncertain that parties will complete negotiations in less than two

years. Whether or not the negotiations are completed before invoking

Article 50.

Any extension to the two year period set out in the Treaty would

require the agreement of all 27 remaining EU Member States, and the 10
agreement of the UK.

End of the two year official negotiation period.
Withdrawal agreement should be finalised and agreed.

Agreement within a 2 year period No Agreement within a 2 year period

UK leaves the European Union. No longer covered by EU treaties and new Agree to extend?
agreements come into effect. YES: Negotiations would continue
o |f the UK wants to re-join the union at a point in the future, it could invoke NO: If any of the 27 other Member States vetoed an extension of this period, this would lead to the
Article 49 of the Lisbon Treaty. UK leaving the EU with no immediate replacement agreed. There is no absolute guarantee that
such negotiations will conclude within a two year timeframe set out under Article 50 of The
Lishon Treaty — adding additional uncertainty to Irish business.
However unlikely, a deeper separation could see the UK fail to reach any agreement with the EU.
Thus, we could see a return to World Trade Organisation (WTO) rules and trade tariffs on certain goods.

« |t would be highly unlikely the UK could replicate its current special status
within the EU.
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Potential issues for UK tax payers

The following pages are designed to help navigate the potential issues for UK
taxpayers and assess the implications of the various exit scenarios

Indirect tax implications
Brexit Direct tax implications

General tax and legal issues
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0msS and excise auty

Issue Explanation
Access to internal e UK will no longer have access to
market the internal market (assuming the

UK does not join the EEA at the
end of the two year negotiation
period)

e Customs duty may apply to EU
imports and exports

Access to EU Free Trade e UK will no longer be able to avail of

‘ ’ EU FTAs with third countries such
Agreements (‘FTAs’) as Mexico, South Africa, Chile,

Switzerland, South Korea (as well
as ones in the pipeline e.g. USA,
Canada, Japan)

Union Customs Code e EU customs legislation becomes
and EU regulations are the redundant in the UK

primary source of

UK customs legislation




Implications

Potential increased cost of goods
imported to UK and for UK goods
sold into EU countries

Increased compliance costs and
bureaucracy

Redesign Enterprise Resource
Planning (‘ERP’) systems

Potential period of EU
trade instability

Brexit in the Boardroom : Issues and implications for Irish Business 11

Post Brexit uncertainties

Unknown if UK will retain rights

to access single market or if it will
enter into negotiations with EU for a
free trade agreement/membership
of EEA/EFTA

Long negotiation process

Who's affected?

e All Multinational Enterprises

('MNESs’) trading goods into/from UK

UK companies selling to or buying
from EU counterparties

Potential barrier to trade as UK
exports and imports may be
subject to significant customs
duties in absence of FTAs

Increased compliance costs and
bureaucracy

Redesign ERP systems

Potential period of international
trade instability

UK will need to negotiate trade
agreements with major trade
partners which can be a long
process (in absence of ascending to
the EEA or EFTA)

Terms may be more, or less
favourable than current conditions

Complete autonomy for UK in
negotiation process and desired
outcomes

All UK MNEs availing of EU FTAs

UK companies selling or buying
from countries outside EU with
FTAs

Increased customs duties

Increased administration costs of
EU/foreign trade

No priority/special treatment in the EU

Invoicing and systems changes
required

Could lose benefit of mutual
agreements, cooperation and
recognition put in place by EU

No referral to the CJEU

Potential period of international
trade instability

New customs regime for the UK
required — no clarity on what that
would look like

MNEs with cross border supply
chains and availing of EU customs
measures
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dectia-
JUSIOMS and excise auty

Customs reliefs and e No access to EU customs reliefs
measures and special measures
Anti-dumping measures e EU anti-dumping legislation no

longer applies in the UK

EU excise duty directive e Excise duty no longer subject to
EU rules and parameters
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- Impllcatlons Post Brexit uncertainties Who's affected?

Increased cost of business as e New customs regime for the UK e MNEs with cross border supply

companies potentially lose benefit
of customs reliefs and measures
e.g. inward processing relief

Increased administration costs of
EU/foreign trade

No priority/special treatment in the
EU

Companies lose out on mutual
recognition of Authorised
Economic Operator (AEQ’) status

required — no clarity on what that
would look like

chains

MNEs availing of customs reliefs
and AEO status

Lose benefit of EU wide
anti-dumping legislation and
investigations

Greater competition and price
pressure from foreign competitors

Potential to introduce UK anti—
dumping measures in favour of UK
corporates

Unknown what measures UK would
introduce to replace EU rules

UK corporates in certain industries
e.g. steel industry, solar panel
industry

Potential to set preferential excise
duties to protect UK industries, for
example wine or beer producers

Potential higher duties levied
against UK companies in EU
markets

Potential period of EU trade
instability

Unknown if UK will retain rights

to access single market or if it will
enter into negotiations with EU for a
free trade agreement

UK suppliers and purchasers of
goods subject to excise duties
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1

e

Issue

VAT is a tax regulated by
consistent EU-wide rules

Explanation

e |ntra—community supplies of

goods and services will now be
treated as imports and exports
between UK and EU Member
States

UK rules and interpretation may
diverge with EU over time

Specific EU VAT schemes no
longer apply

Sector specific EU schemes, such
as Tour Operator Margin Scheme
(‘'TOMS’) and the Mini One Stop
Shop ('MOSS’) potentially no
longer applicable

VAT is governed by EU
legislation and interpretation

UK no longer subject to challenges
by European Commission or to the
jurisdiction of the CJEU




Implications

Transaction—level VAT treatment
and hence invoicing and systems
requirements would need to
change

Potentially some VAT leakage in
certain supply chains

No EU reliefs available e.g.
triangulation relief

Potentially no more statistical
reporting (Intrastat) and associated
compliance

Greater autonomy over VAT rates
and reliefs
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Post Brexit uncertainties

e |t is expected that the current

UK VAT law (legislation and case
law) will remain but it is currently
unknown if the UK will retain its
domestic VAT rules in the same
form and how it will interact with EU
counterparts

Who's affected?

e UK companies selling or buying

goods or services with EU
member states

MNEs selling into/from UK and/or
with UK operations in supply chain

Potential upside for UK as an
‘offshore’ non—-EU location in some
cases

Greater administrative burden
for UK businesses supplying
telecoms, electronic and
broadcasting services to EU
consumers

Unknown if UK will retain, replace
or unwind existing EU rules and
arrangements and how this will
interact with EU VAT law

MNEs in tourism industry and

UK companies providing certain
telecoms, broadcasting and
electronically supplied services to
EU customers

UK corporates no longer afforded
protection under EU VAT principles
or a right to appeal to CJEU

Cannot rely on CJEU and EU
jurisprudence for VAT matters

UK courts decide interpretation of
UK, domestic VAT legislation

Possible that UK would simply

continue to mirror EU interpretations

and take into account EU judgments

UK companies selling or buying
goods or services with EU
member states

MNEs selling into/from UK and/or
with UK operations in supply chain
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JIEC

Withholding Tax ("WHT’) — e EU subsidiary companies no
longer able to remit dividends free
EU Parent/Sub of WHT under the EU parent/sub

Directive directive
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- Impllcatlons Post Brexit uncertainties Who's affected?

Potential WHT costs e Effect will vary depending on the All MNEs

UK potentially less favourable as a
holding company location

WHT wiill apply at the lower of the
domestic rate or the Double Tax
Agreement (‘'DTA) rate

In many instances this should still
result in a 0% rate of WHT

However, in some instances, the
dividends remitted could suffer
WHT (e.g. 10% WHT on dividends
from Greece and Portugal; 5%
WHT on dividends from Austria,
Croatia, Czech Republic, Germany,
Italy, Luxembourg, Romania)

EU resident holding companies
which receive dividends from

UK subsidiaries may also be
affected. Whilst the UK does not
levy WHT on dividends, in certain
jurisdictions the dividend may be
subject to tax in the hands of the
recipient. The parent/sub directive
generally provides an exemption
for dividends received from within
the EU. Once the UK leaves the
EU, this exemption may not be
available

country of the counterparty, DTA
rates of WHT and the form of Brexit
model that is negotiated

Depending on the arrangements
with each jurisdiction, there may be
a change in the administrative and
compliance requirements

Depending on the model adopted
there are various options for the

future of dividend withholding taxes.

EEA membership for example may
mean that the directive still applies

UK holding company structures
Societas Europaea companies

EU holding companies with
material UK subsidiaries
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[eCL X contruea)

WHT — EU Interest and ¢ Intra EU payments of interest and

Royalties Directive royalties will attract WHT in certain
circumstances

State Aid e UK is no longer subject to

EU law which prohibits state
aid (measures which distort
competition or inhibit the
fundamental freedoms)




Possible WHT costs for EU
subsidiary companies

UK potentially less favourable as
an IP holding or financing location

WHT applies at the lower of the
domestic rate or the DTA rate.
In many instances this will still
equate to a 0% WHT rate

However, interest and royalty
payments from the following
countries could suffer WHT (this
list is non exhaustive):

Interest: Belgium, Italy, Portugal
Romania, Malta, Cyprus

Rovyalties: Croatia, Italy,
Luxembourg, Poland, Portugal,
Malta, Romania

BREXIT in the Boardroom ::

Effect will vary depending on the
country of the counterparty, DTA
rates of WHT and the form of Brexit
model that is negotiated

Depending on the arrangements
with each jurisdiction, there may be
a change in the administrative and
compliance requirements

Depending on the model adopted
there are various options for the
future of interest and royalty
withholding taxes. EEA membership
for example may mean that the
directive still applies
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- Impllcatlons Post Brexit uncertainties Who's affected?

e Al MNEs
e UK holding company structures

e EU resident companies receiving

interest and royalty payments from
the UK

Societas Europaea companies
dealing with their UK subsidiaries

UK government may be able to
establish favourable tax regimes
for specific industries

EU countries will be free to
discriminate in certain areas
against UK corporates, and new
market entrants and investors to
the UK may be discouraged

On the other hand where there
are genuine market failures the UK
government may be able to step in

Outcome uncertain as it depends
to what extent the UK faces ‘'moral’
pressure to play by EU state aid
rules, and indeed, the form of Brexit
model that is negotiated

The state aid rules in the EEA
agreement are broadly equivalent to
the state aid rules in the EC treaty
which apply across the EU

In any event the UK is likely to have

some form of state aid rules in place,

whether these have a general scope
or are more targeted

All MNES and domestic corporates
Foreign Direct Investment

New market entrants and start—
ups currently launching their
business
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UIECH 18X contnued

EU reliefs based on mergers * Potential loss of tax relief on
directive certain company mergers,
acquisitions and reorganisations —

making, for example, cross—-border
mergers into a branch structure
more problematic

Discrimination in corporation ¢ UKtax legislation no longer
tax measures required to treat all EU corporates

equally




e Tax cost to UK corporate reorganisations,
acquisitions and mergers

UK potentially less favourable as a
headquarters location

Status of Societas Europaea companies
unknown

Timing of the implementation will be crucial
as deferral of taxes will be possible up to the
point of exit

Increased administration and regulation on EU/
UK mergers if no agreement is reached

The opposite effect of this is that there may
be a decrease of regulation and administration
surrounding non EU/UK mergers

BREXIT in the Boardroom ::

e UK may well retain its own

relatively liberal reorganisation

rules

e There is uncertainty over
whether the UK company

access to the merger directive

be grandfathered. Both the
EU and the UK would need
to reach an agreement on
the length of the transition
process
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- Implications Post Brexit uncertainties Who's affected?

e Al MNEs with UK
companies

e Particularly MNEs
considering M&A activity

e Foreign Direct Investment

UK may discriminate against non—UK corporates
via tax legislation to give a competitive advantage
to the domestic industry and vice versa in Europe

Non—-EU members cannot currently refer
discrimination to CJEU and cannot benefit from
EU arbitration legislation. However, depending on
the form of Brexit model negotiated there may be
a possibility of appealing to the EFTA court (EEA/
EFTA members only) and perhaps the CJEU

Depending on the form of Brexit model
negotiated, cross border loss relief may no longer
be available

We may see smaller UK companies benefiting
from the discrimination and not having to bear
the costs associated with non—discrimination
measures currently in place. This will be the case
especially if a high percentage of exports are
made to non-EU countries

e |mpact depends on UK
political events. Recent tax
history suggests it is unlikely
that the government would
enact anything to make
reorganisations more difficult

e There is a possibility that
some domestic exemptions
could be reintroduced

e |t is unclear how the courts

will move forward in case law

interpretation, especially if
new laws and prior case law
conflict

e All industries but in particular
regulated industries such
as pharmaceuticals and
financial services

e Corporates with a high
percentage of exports to the
EU with subsidiaries in EU
countries will be hit twice
by this type of regulation
and the cost is unlikely to be
offset entirely by the benefits
of discriminatory policy
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[eCL X contruea)

EU direct tax initiatives * UKiis no longer subject to EU
direct tax initiatives such as the

Anti Tax Avoidance Package and
the proposed EU ‘Common
Consolidated Corporation Tax Base

EU Arbitration Convention e UKiis no longer party to binding
arbitration under the EU enhanced

convention
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- Implications Post Brexit uncertainties Who's affected?

e There is a possibility that UK tax
rules become ‘out of sync’ with EU
counterparts although both should still
be within the BEPS framework which
will minimise the differences. The benefit
for the UK is that it will not also have
to comply with the EU interpretation of
BEPS (the ‘ATAD’, or anti—-tax avoidance
directive)

e Some components of the ATAD are
already being adopted by the UK (e.qg.
the anti—hybrids legislation). It is unclear
at what point the UK will stop adopting
new EU legislation

e The financial transaction tax is unlikely to
apply now

e Extent to which UK would come

e All corporates
under moral pressure to mirror
EU changes unknown

e Extent to which the UK is

going to have to continue
implementing new initiatives is
unknown

e Slower resolution of Transfer Pricing
(‘'TP’) disputes, Mutual Agreement
Procedure (‘MAP’) negotiations and
corresponding adjustments

e |ncreased risk of double taxation

e Cash flow cost to businesses who will
not benefit from the three—year timeline
to recover tax wrongfully charged

e Currently EU Member States are able to
benefit from EU MAP OECD MAP and
specific provisions within DTAs. EU MAP
unlikely to still be available to the UK on
EU exit (EU MAP is not available to EEA
countries or other non EU countries).

It would therefore be necessary to rely
on OECD MAP and/or DTAs. Some
countries have not adopted the OECD
model or have not adopted it in full so
this could become more complex

BEPS Action 14 may make e All MNEs
arbitration more straight—forward

for all countries signed up, but

implementation is still some way

off
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eNeral tax and IBgalISSUES

Issue

Migration

Explanation

e Potential restrictions on free

movement of people between the
EU and the UK

Social security

e Depending on nature of exit, EU/

EEA reciprocal social security
arrangements may no longer be
available

Employment law

Many employment laws derive
from European legislation. UK
legislation implementing European
principles will not automatically fall
away

Brexit may see a review of
employment law, including the
Working Time Directive




Implications

e |mpact on global mobility of o
employees in MINEs

e UK businesses employing EU
workers may need to take action
to ensure they still have a right to
work in the UK

e UK potentially less favourable as
headquarters location, with impact
on value chain and international tax
structuring
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Post Brexit uncertainties

The extent of any restrictions,
including whether current non—-EU
quotas would be affected

Who's affected?

e Employers attracting EU workers
to UK

e UK employers sending employees
to EU

e Employers attracting non-EU
workers to the UK

e UK as headquarter location

e |mpact on social security o
contributions payable by and in
respect of individuals moving
within the EU (including to the UK)

UK may or may not negotiate to
remain part of EEA

e UK may or may not negotiate

separate Social Security agreements
with EU member states

e UK Citizens in the EU
e EU workers in the UK

e Employers attracting EU workers
to UK

e UK employers sending employees
to EU

e Changes to UK legislation deriving
from European principles may
arise, particularly in relation to
agency workers' rights, working
time, holiday pay and TUPE

e European legal principles and court
decisions could be disapplied,
meaning further changes in areas
such as the calculation of holiday

pay

Changes to employment laws are
unlikely to be politically expedient or
a priority and may take time

e Changes are likely to be on detailed

points, rather than overarching
principles. The extent of any review
is unknown

e UK employers, workers and
employees (regardless of
nationality)

e Qverseas employers with workers
and employees in the UK
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Issue Explanation

Mutual Assistance, e UK no longer subject to EU

Administrative Cooperation mutual assistance and enhanced
. . administrative cooperation with

and Fiscalis Programme other EU tax authorities

Regulation (tax e UK no longer viable as a EU hub

location for regulatory passporting
of certain goods and services into
the EU

consequences of)

Transitional provisions e Transitional provisions will be
necessary to cover the exit

negotiation period
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Implications Post Brexit uncertainties Who's affected?
e Potential reduction in mutual e |n current political climate it is very e HMRC and EU tax authorities
assistance and coordination of EU possible that HMRC would continue
i - : . . o AllMNEs
multi—territory tax audits to cooperate on multi—territory audits

e HMRC loses access to funding
for mutual cooperation initiatives
under Fiscalis programme such
as communication, audit and IT

projects
e Potential relocation of business e UK may negotiate to remain part of e Financial services industry
functions outside the UK will EEA and preserve passporting rights

attract exit charges ‘ ‘ - Pharmaceutical industry
e A period of instability and
e Permanent Establishment uncertainty is inevitable
('PE’) issues as a result of local
establishment required to provide

regulated services/goods in EU

e Other regulated industries

country

e The extent of any transitional e Some commentators have e All stakeholders
provisions (if any) are at this stage suggested that “full Brexit' could
unknown take up to 10 years. This would

require a raft of transitional
provisions, creating an uncertain
environment for business in the
medium term
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