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About this Presentation

The information contained in this presentation is of a general nature and is not intended to
address the circumstances of any particular individual, entity or body.

Although we endeavour to provide accurate and timely information, there can be no
guarantee that the information contained herein is complete at the date of the original
presentation (on 27 June 2017) or accurately predict Brexit outcomes and implications in
the future.

No one should act on such information without appropriate professional advice after a
thorough examination of the particular situation.
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— Schengen
—  Customs union and shared currency with Switzerland
Source: Financial Times
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prexit imeline

Article UK EU-UK German
50 General g negotiations @ Federal

Effective
deadline to
agree political

Drop dead
Brexit

invoked @ Election Jj begin elections deadline

solution

March June September March September
2017 2017 2017 2018 2018

Summer of Engaging 38 national

Autumn to autumn: the window for

elections and ' . and subnational
discussions

uncertainty parliaments

Time at which those who have not

Perceived likelihood :
planned ahead will react

that Article 50 period
expires with no deal

Opportunity to secure capacity and leading position
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HOW 00 You ke your Brexit?

‘Hard’ Brexit

— Exit customs union and single market

‘Soft’ Brexit

— Stay in customs
union and single
market

— No jurisdiction for ECJ
— Instead, Free Trade Agreement

— Payments into
EU continue

‘Cliff-edge’ Brexit

— No deal, revert to WTO
rules

— Lancaster House: Hard Brexit =
— General election: |
- Hard Brexit politically impossible?
- Increased chance of ‘soft’-er Brexit?
— EFTA? Norway and France interests
— Off-the-shelf solution unlikely: bespoke agreement
— Don’t wait and see: Prepare and monitor
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May v Hammond

Theresa May’s Lancaster House speech,

Philip Hammond’s Mansion House

17 Jan 2017 speech, 20 June 2017

- “No deal is better than a bad deal” - “Brexit for Britain”

- 12 guiding principles - Four step plan

- Exit the Single market and Customs 1. Comprehensive agreement for trade
Union in goods and services

- Bold and ambitious FTA with the EU 2. Mutually beneficial transitional

Sector by sector approach to

immigration 3.
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arrangements (to avoid cliff edges)

Frictionless customs arrangements
to facilitate cross border trade

Taking a pragmatic approach to
financial services



INe Uueens speech, 21 June 201/

Legislative plans for 8 new laws to try to “get Brexit right”:
Repeal Bill

Immigration Bill

Trade BIll

Customs Bill

Agriculture Bill

Fisheries Bill

Nuclear Safeguards Bill

©® N OO s W N

Dl

- A six-day debate on the Queen's Speech will take place in the Commons, concluding
on June 29.

International Sanctions Bill

What happens next:

- Votes on proposed amendments to the speech will be considered on 28 and 29 June.
- The House of Lords will spend 5 days debating the speech but peers rarely vote on it.

m © 2017 KPMG AG is a subsidiary of KPMG Holding AG, which is a member of the KPMG network of independent firms affiliated with KPMG International Cooperative 10
(“KPMG International”), a Swiss legal entity. All rights reserved.



plentidl exit Scenaros

Existing scenarios

EEA Member
(Norway Model)

« Participation in the EU
internal market but no
access to EU FTAs

Member of EFTA
Free movement of

goods, services, people
& capital

Not part of EU VAT area

Certain principles of EU
law apply (e.g. regulation
& employment)

9% reduction in UK
contribution to EU
budget

KPMG

EFTA Member
(Swiss Model)

Participate in EFTA free
trade agreements

Not part of EU VAT area

Negotiate a bilateral
trade agreement with
the EU

55% reduction in UK
contribution to EU
budget

EU concerns about
cherry picking

Customs Union
(Turkish Model)

No tariff barriers with EU
as UK adopts EU
product market
regulations

UK required to
implement EU external
tariffs

Not part of EU VAT area

No contribution to EU
budget

Most likely?

|

Free Trade
Agreements

Negotiate bilateral trade
agreements with EU and
other major trading
partners

Not part of any customs
free trade area or trade

association

Not part of EU VAT area

UK to be excluded from
FTAs agreed by the EU
and the EFTA

No contribution to EU
budget

‘Cliff-edge’ /
‘no deal’

|

Independent
(WTO Member)

Not part of any customs
free trade area or trade
association

Not part of EU VAT area

UK to be excluded from
all FTAs agreed by the

EU and the EFTA

No contribution to EU
budget

Liechtenstein to attach to any bilateral agreement Switzerland

concludes with the UK, via the CH-FL Customs Union?
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Potential 1ax a legal Impications

O° Direct tax implications, e.g.:

EU Parent Subsidiary Directive, Interest & Royalties Directive
EU Cross-Border Mergers

State Aid Rules

Code of Conduct

* Accessto EUs FTAs;
 Customs

e VAT

* EU excise duty directive

o
\ O Indirect tax implications, e.g.:
,.
@

/\ General tax and legal issues, e.g.:

* Mutual Assistance Directive (AEol on tax rulings, CBCR)
* Arbitration Convention;

» Free movement of persons

 Employment law (e.g. work time directive).
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plential ext Scenarios: mpications

Limited or no tariff barriers on trade in goods

Dynamic agreement

Rules of origin requirements avoided

Single set of regulations for exporting firms

Full access to EU Single Market

EU bank passport still available

Influence over EU regulations

Able to adopt own approach to regulation

Ability to negotiate trade agreements
independently

No contribution to the EU budget

Ability to implement own immigration policy

Source: Global Counsel — BREXIT: the impact on the UK and the EU
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-0CUS onindviduals

UK tax headlines

KPMG

45% for earnings > £150,000 (Labour: 45% for
earnings > £80,000, 50% for earnings > £123,000,
Increase capital gains rates)

Non-residents subject to UK Capital Gains Tax on
UK residential property since April 2015

Trust Register for UK trusts / non UK trusts which
receive income from a source in the UK or have UK
assets on which there is a UK tax liability

Labour: would want to publish tax returns for those
earning > £1 million
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Up in the air:

KPMG

- May not be enacted
- May come into effect at a different time

- May be different to the draft rules previousl

noN-aom uies

Draft legislation published on 20 March 2017

Removed from Finance Bill after announcement
of General Election

What now? The rules:

published
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affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss legal entity. All rights reserved.



D10p0Sed new LK non-dom ues \

Key features
— 15/20 rule:

- Deemed domicile for UK non-doms who have
been resident in the UK for 15 out of the past
20 years

- Subject to UK tax on worldwide income and
capital gains as they arise (no longer on
remittance basis)

- Both foreign and UK assets subject to
Inheritance Tax

— Rebasing rule 5 April 2017
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DY0R0Sea new LK noorr uies Iont

Offshore trusts

— ‘Protected’ trust regime for non-UK trusts settled
by individuals before they become deemed
domiciled in the UK:

- Allow income and capital gains to roll up withi
the trust without UK tax, provided the settlor
makes no additions after becoming deemed
domiciled

- Liability for UK tax on benefits or capital
payments received (in the UK)
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UDMISe your position

1. Understand the pressure points
— Do you trade with the UK?
— Do you have UK subsidiaries? UK staff?
— Is your supply chain reliant on the UK?
2. Quantify the ‘worst case’ impact

3. Use the Brexit Navigator to plot out your
action plan and identify key dates

4. Don’t wait and see
— Prepare and monitor
5. Timing is key to maintaining your competitive edge

— Be ready to act when the time is right
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KPMG brexit Navida
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INe road aneac

KPMG

The (known) key dates

17 July: Second round of Brexit talks

Oct — Dec 2017: Divorce principles
agreed

Oct 2018: Barnier’s deadline to agree
deal; start of ratification process

29 March 2019: UK leaves the EU

The unknowns . . .

An extension to Article 50 deadline?
A change in Prime Minister?
Another General Election?

A referendum vote relating to Brexit?

A resurgence in the Scottish nationalist

voice?
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KEEpiNg you Up [0 date

KPMG.com

— Our ‘Managing Brexit’ homepage

— Expert opinion, thought leadership,
Brexit tools and more

https://home.kpmg.com/xx/en/home/camp

Social media

!

— Follow us on Twitter and Linked In

— Receive invites to KPMG Brexit
themed events and webinars

https://home.kpmg.com/uk/en/home/social

aigns/2016/07/brexit.html

.html

The Brexit navigator
— Our two year roadmap

— Helps you to plot out your key
milestones

https://home.kpmg.com/uk/en/home/insigh

»*ty
>
»

ey,

The Brexit column ..

— A fresh perspective on Brexit

— Click to subscribe to our weekly
thought leadership

https://home.kpmg.com/uk/en/home/insigh

ts/2017/04/brexit-navigator-our-two-year-
roadmap.html

ts/2016/10/the-brexit-column.html

KPMG

(“KPMG International”), a Swiss legal entity. All rights reserved.
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