
1

Document Classification: KPMG Public

© 2016 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity. All rights reserved.

Brexit:
100 days on
—
5 October 2016

A view on tax



2

Document Classification: KPMG Public

© 2016 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity. All rights reserved.

Notes on CPE and polling questions

Continuing Professional 
Education (CPE) Credits Polling Questions Questions Your 

feedback

— When the webcast is 
over, the webcast 
player will automatically 
refresh to display an 
exit survey. Feel free to 
complete the survey, as 
your comments are 
very valuable to us.

North America
— We require that 

participants are 
registered, logged in 
and take part in all 3 of 
the polling questions 
and participate in at 
least 50 of the 60 
minutes to qualify for 
CPE credits for today’s 
webcast. 

Outside North America
— We encourage you to 

participate in the 
questions, as you may 
be eligible for 
continuing education 
credits in your local 
jurisdiction.

— The polling 
questions will 
appear on your 
screen as we 
proceed through the 
presentation.

— You may submit 
questions in the ‘Ask 
a question’ button on 
the left. We will 
answer as many 
questions as we can 
during Q&A. If we are 
unable to answer 
your question, 
someone from 
KPMG may reply via 
phone or email. 

— For technical issues, 
please use the 
Question Mark button 
in the upper-right 
hand corner of the 
media player. 
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With you today

Jane McCormick
Global Head of Tax 
KPMG International

Robin Walduck
Head of International Tax 

KPMG in the UK

Vinod Kalloe
Head of International Tax 

Policy, KPMG Meijburg & Co

Chris Barge
Director, Indirect Tax, 

KPMG in the UK
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Agenda
Understanding Brexit

Brexit and the International Tax landscape

The view from the EU

1

2

3

Wrap up and questions4



Understanding 
Brexit
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Brexit: The background

— Immediate political and economic 
uncertainty and upheaval

— Change in Prime Minister and many senior 
Cabinet members

— Financial markets have stabilised (for now)
— Announcement of the “Great Repeal Bill” to 

end the primacy of EU law in the UK
— Commitment that Article 50 will be invoked 

by the end of March 2017
— But, over 100 days on from the vote, 

details of the Brexit model are still unclear.

The effect of the vote
since 23 June 2016:

Why?
— Immigration
— Cost of EU Membership – £8.5 billion net 

contribution p.a.
— (Perceived) loss of control

*  The election saw a 72% turnout, meaning 37% of the 
electorate voted to leave the EU

The result:  The UK voted                 
to leave the EU by 52%*
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Brexit:  the basics
Brexit was a shock to many, but perhaps shouldn’t have been. Missing the signals of major change 
can be catastrophic in an increasingly Volatile, Uncertain, Complex and Ambiguous (VUCA) world
What is the UK actually exiting from?
‘Brexit’ means – well, Brexit – but more specifically, that the UK intends to leave the European Union. It may still remain in the 
EU Customs Union and European Economic Area, join the European Free Trade Association or indeed, take on elements of 
the Schengen Agreement – or some complex amalgam of the above, and more. 
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The Four Freedoms
Free movement
of goods
This can be thought of in 
two ways: tariff-free access 
to the single market and 
also the elimination of 
non-tariff barriers such as 
product regulation and 
approvals

Free movement 
of people
Although the freedom is 
described as relating to 
workers, practically this 
includes family members 
and those seeking work. It 
is often therefore described 
as free movement of people

Freedom of establishment and 
freedom to provide services
This means that once a company is 
established in one EU country it can sell 
services into other EU countries, without 
needing to establish a branch or 
subsidiary there. This is also known as 
‘passporting’

Free movement of 
capital
This is an important 
component in cross-border 
transactions and 
investments, ensuring no 
restrictions or capital 
controls around moving 
money between member 
states
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The Brexit model

— “WTO Model” or “Canada Lite”

— No access to the Single Market 

— No or minimal free trade agreement with EU 

— No FS Passporting

— Full control over immigration

— Distant relationship with the EU (although possible 
close relationships with European countries)

— Freedom to apply own rules and standards

— No contribution to the EU Budget

— Swift Brexit negotiation

Hard Brexit
— “Norway Model”

— EEA Membership

— Maintain access to the Single Market

— Maintain FS Passporting

— Free movement of People – with minor 
concessions only

— Close relationship with EU over a
variety of policy matters

— Requirement to comply with EU rules
and standards

— Some level of contribution to the
EU Budget

— Drawn out period of Brexit

Soft Brexit

To be determined by the 
Brexit negotiations…

Middle ground

Market access and integration with EU
National Sovereignty
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The road ahead for Brexit — key dates

. . . A host of known-knowns, known-unknowns and unknown-unknowns that 
create the social, political and economic environment for Brexit negotiations . . .

Oct 2016
— Conservative 

Party 
Conference

Dec 2016 
— Austrian 

Presidential 
elections

March 2017
— General 

election in 
the 
Netherlands

— The UK 
triggers 
Article 50

Nov 2016
— US 

Presidential 
elections (8 
Nov)

— Autumn 
Statement 
(23 Nov)

May 2017
— Presidential 

election in 
France 
(May)

Oct 2017
— German 

Federal 
election 

2019
— The UK 

leaves the 
EU (“Phase 
1” of Exit)

2017 – 2019
— Two year Brexit negotiation period (a)

Note: (a) Unless negotiation period extended by unanimous decision of the remaining 27 EU member states

Date unknown
— Renegotiation 

of EU/UK 
trading 
arrangements 
(“Phase 2” of 
Exit)

— Negotiation of 
new trading 
arrangements 
between UK 
and RoW
(“Phase 3” of 
Exit)
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The Brexit sprectrum

The response from business
“A week out I had a strong sense 
from the local community that the 
decision looked more likely to exit. 
and so had done some planning.  As 
a UK centric business, we are not 
overly concerned and the recent rate 
drop has been positive for the 
business.” 

“Very concerned that implications 
and complexity not fully understood 
by government and risk of poor 
implementation. Are assembling a 
30 person strong team from brightest 
and best around the world to consider 
planning.”

“Scale of Brexit risk on 
margins and supply chains
now dwarfing previous 
pressures such as business 
rates and Living Wage.”

“I believe there is a strong 
future for UK business outside 
the EU but I am fearful of 
whether the work ethic today is 
strong enough to capitalize.” 

“Concerned that people focus too 
much on Brexit and take eye off the 
need to continue to sell business and 
address huge challenge that 
persistent low interest rate 
environment continues to present.”

“In the long term very likely to be 
either a mild expansion or 
contraction of the economy.  In the 
short term (6-12 months) will be a 
mild UK recession.” 
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Polling question 1

Yes, we are looking at the impact in 
detail

Yes, but at the moment our work 
has been high level

No, but we intend to when more 
information is available on the 
Brexit model and timetable

No, we don’t plan to consider 

3

4

2

1

Have you started to 
assess the impact 
of Brexit on your 

business?



Brexit and the 
International Tax 
Landscape
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The Four Freedoms revisited
The primary tax impact

Free movement of people Immigration and employment taxes

Free movement of capital Direct taxes, including WHT

Free movement of goods
Indirect taxes and duties

Free movement of services
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Free movement of people

— Immigration 
concerns were 
central to Brexit 
debate

— Citizens of EU and 
dependants:  ‘free 
movement’ rights 
within the EU

— Non-EU citizens:  
Points based 
system (to enter, 
work, study or 
settle in the UK)

— Net migration to 
the UK is currently 
over 300,000.

— Theresa May 
wants the UK to 
be ambitious:  
access to single 
market with 
restrictions on free 
movement of 
labour

— Reducing net 
migration 
continues to be a 
key policy aim and 
cannot be 
underestimated

— PM has 
announced that 
the UK will not be 
moving to an 
Australian points 
based system 

— The UK also 
unlikely to follow 
an established 
model e.g. 
Norway or Swiss 
model

— UK bespoke 
model most likely

— Uncertainty
— No immediate 

guarantees 
around the status 
of EU nationals in 
the UK (and vice 
versa)

Will impact:
— Business planning
— International travel 

by employees
— Increased  

employment 
related costs

— Impact on 
employment 
contracts

The context The ambition The options The impact for 
business
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Free movement of capital (1)
The Direct Tax cost of Brexit:

Potential for increased tax costs on 
repatriation of profits via dividends, interest 
and royalties 

Potential for tax cost in UK corporate 
reorganisations, acquisitions and mergers 

Increased risk of double taxation without 
safety net of EU Arbitration

Potential adverse impact on global mobility 
of directors and employees

Potential for the introduction of tax policy 
incentives to encourage and target 
investment, or, the possibility of further 
lowering of the UK corporation tax rate 
below the proposed 17%. 

Greater flexibility for UK government to 
determine tax measures (no EU state aid 
rules)

But also the potential for opportunity…
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Free movement of capital (2)
Potential alternative (European) Holding company locations:

— Germany
— Ireland
— Netherlands
— Luxembourg
— Spain
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Free movement of goods and services (1)
When the UK leaves the EU
— Customs duties may be imposed on UK exports to EU countries
— UK may impose customs duties on imports from EU countries
— UK businesses will no longer have access to certain EU trade simplifications, such as 

triangulation, call-off stock, MOSS, etc.
— Increased administrative costs of trading – re-imposition of customs formalities
— Delays in customs clearance
— Access to EU’s Free Trade Agreements (‘FTA’s’) with third countries
— Tax implications on supply chain structures –

toll-manufacturing, contractual warehousing etc.
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Free movement of goods and services (2)
Trade of goods between UK and EU exceeds 350 billion EURO (2015):

— EU exports to UK 219.8 billion EURO

— UK exports to EU 133.3 billion EURO

On average 3.6 million trucks use the tunnel or ferries from or to Dover in the UK:

— Transport by rail, vessel or plane or other ports are excluded

— The Netherlands exports 38 billion EURO to UK (2015)

— The UK exports 21 billion EURO to the Netherlands
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Current situation
— Assembly location in UK
— Assembled product duty rate - 10%
— Import components:

- Mexico 
- Korea 
- Japan 

— Markets:
- The Netherlands
- Czech Republic
- Belgium
- France
- USA

— Importation – access to FTAs
— Intra community supply to EU Member States 

/ export to US

Case study exit scenarios

UK

FR

B

CZ

NL

US

EU

Mexico

Japan

Korea
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Post Brexit situation
— Assembly location in UK
— Assembled product duty rate 10%
— Import components:

- Mexico 
- Korea 
- Japan 

— Markets:
- The Netherlands
- Czech Republic
- Belgium
- France
- USA

— Importation – impact of losing FTA access
— Exports to all markets
— Potential to mitigate customs duty costs

Case study exit scenarios

UK

FR

B

CZ

NL

US

EU

Mexico

Japan

Korea
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KPMG’s Tax Intelligence Solution
— Quantification – real numbers 
— Model range e.g. scenarios 
— Ease of access to data 
— Determine key risk areas 
— Focus efforts on key customs duty / VAT issues 
— Visibility and interactive reports 

Indirect Tax Impact Assessment Tool
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Polling question 2

Customs duties and indirect taxes

Direct taxes, including withholding 
taxes

Employment taxes and immigration 
matters

All of the above

None of the above 

We don’t know yet

3

4

2

1

5

6

What area of tax is 
of particular concern 
when you consider 
the impact of Brexit
on your business?



The view from 
the EU



25

Document Classification: KPMG Public

© 2016 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity. All rights reserved.

External Relations

Enlargement

Neighbourhood Policy

Development aid

Humanitarian aid and crisis 
response

Justice (Police and Judicial)

Climate action

Environment

Culture

Home affairs

Regional Policy

Agriculture and Rural 
development

Banking and Financial Services

Internal Market and Services

Trade and Competition

Taxation and Customs

Digital Agenda & 
Communication

Economic and Financial Affairs

Employment and Social Affairs

Energy

Fisheries and maritime policy

Industry and entrepreneurship

Transport and mobility

Health and Consumer policy

Which topics covered by EU law and policy? 
Internal Market Common Policy External
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EU Framework with rest of the world (examples) 

In force

Mexico, Chili

South Africa, 

Armenia, Iraq, 

Central America (6 countries)

Not yet in force: 

Southern African Development 
Community (6 countries), 

Western Africa (16 countries)

In force:

Turkey

Monaco

Andorra

San Marino

Via UK: Jersey, Guernsey, Isle 
of Man

In force: 

South Korea, 

Australia Partnership 
Framework, 

Switzerland, 

Colombia, Peru,

Concluded / Signed: 

Canada, 

Vietnam, Singapore, 

Ecuador

Negotiating: 

United States 

Japan, India

ASEAN countries 

EU Free Trade 
Agreements EU Customs Union EU Partnership and 

Association agreements
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What does the EU Referendum Result mean? 

EU Treaty (TFEU) 

EU Directives

EU FTAs

EU Regulations

EU Jurisprudence

EU 
Recommendations

EU Communications

EU Funding (R&D)

EU Agencies

EU rules European 
Council

European 
Commission

European 
Parliament

Guardian of the EU 
Treaty

Lead BREXIT 
negotiator

Safeguarding EU 
Single Market access 

Legislative Council 
consisting of 28 EU 
Member States

Negotiation mandate 
BREXIT

UK withdrawal 
agreement

New EU – UK 
Agreement

Elections in 
Germany, France 
and the Netherlands 
in 2017

Consent required

Vocal 

Elections mid 2019
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EU tax policy post Brexit

1. Global coordination efforts (G7, G20, OECD BEPS)
2. EU Council without UK? 
3. Germany, France, Italy and Spain favouring more harmonisation?
4. EU Council Code of Conduct coordination
5. EU Anti-Tax Avoidance Directive
6. EU State-Aid cases
7. EU CCCTB proposal 
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Polling question 3

Yes

No

We don’t know yet

We don’t have operations in the EU

3

4

2

1

Are you concerned 
about the impact of 
Brexit on your EU 

(non-UK) 
operations?
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Polling question 4

The Anti Tax Avoidance Directive 
and BEPS implementation across 
the EU

Brexit: Immigration and 
employment tax implications

EU State Aid 

Other: please indicate 

3

4

2

1Based on what you 
have heard today, 

which of the following 
topics would you be 
interested in hearing 

more about?



Wrap up and 
questions



Thank you
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