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BREXIT – UPDATE

BREXIT - UPDATE
The European Council and the United Kingdom (UK) have agreed on an extension of
Article 50 until 31 October 2019.
However, if the UK has not ratified the Withdrawal Agreement by 22 May 2019, it will
be obliged to take part in the election to the European Parliament or this new
extension will cease on 31 May 2019.
Stakeholders, national and European Union authorities need to prepare for two
possible outcomes as follows:
✓ If the Withdrawal Agreement is ratified before 22 May 2019 a transition period will
apply. In this case EU law will cease to apply to and in the UK on 1 January 2021.
✓ If the Withdrawal Agreement is not ratified before 22 May 2019, there will be no
transition period. EU law will cease to apply to, and in, the UK from October 31
2019. This is referred to as the ‘No-Deal' or 'cliff-edge' scenario.

BREXIT - UPDATE
CURRENT EXTENSION

May 22nd

October 31st

December 31st 20

Withdrawal Agrement
ratified

✓ UK will not take part in the
election to European Parliament
✓ There will be a transition period
after the withdrawal

Withdrawal Agrement
not ratified

✓ UK will need to take part in the
election to European Parliament
✓ There will be no transition period
after October 31st

BREXIT
End of transition period

Withdrawal Agreement

MAIN AREAS COVERED BY THE WITHDRAWAL AGREEMENT

1. Common provisions: Setting out cross-cutting clauses for the proper
understanding and operation of the Withdrawal Agreement.
2. Citizens' rights: Protecting the life choices of over 3 million EU citizens in
the UK, and over 1 million UK nationals in EU countries, safeguarding
their right to live, work or study in their host country.

3. Separation issues: Ensuring an orderly withdrawal, notably through a
smooth winding-down of ongoing procedures and arrangements
applicable at the end of the transition period.
Transition:
* Providing for a transition period, until the end of 2020.
* Ensuring continued application of EU law in and to the UK during
that period.
* Providing more time for administrations, businesses and citizens
to adapt.

MAIN AREAS COVERED BY THE WITHDRAWAL AGREEMENT

4. Governance: Ensuring the effective management, implementation and
enforcement of the agreement, including an effective dispute settlement
mechanism.
5. Protocol on the Sovereign Base Areas (SBAs) in Cyprus
6. Protocol on Gibraltar
7. Protocol on Ireland and Northern Ireland:
✓ No hard border between Ireland and Northern Ireland.
✓ No diminution of rights set out in the Good Friday (Belfast)
Agreement 1998. North-South cooperation protected.
✓ Continuation of the Common Travel Area arrangements between
Ireland and the UK, and preservation of the Single Electricity
Market.

MAIN AREAS COVERED BY THE WITHDRAWAL AGREEMENT

Single Customs Territory

EU´s customs code will
also continue to apply in
Northern Ireland

Legislation on VAT in
respect of goods.

No tariffs, quotas and
checks on rules of origin
between the EU and UK.
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IN A NO-DEAL SCENARIO

What changes? The agreements and treaties adopted within the framework
of the EU cease to be effective in the operations carried out between both
countries. UK becomes a third country, so the rights of freedom of residence,
trade and movement of persons and goods, as well as all European
agreements and treaties on tax matters, cease to have effect.

What does not change? Bilateral or multilateral agreements already
subscribed or that may be subscribed in the future, between Spain or Ireland
and the UK, with special mention to the Double Taxation Agreement, remain in
force.
Rules to avoid double taxation contained in the domestic legislation of both
countries will also continue to have effect.

IN A NO-DEAL SCENARIO
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IN A NO-DEAL SCENARIO

CUSTOMS
The transit of goods between the UK and UE will, therefore, be subject to the
customs regime applicable to exports and imports both in the European Union
and in the United Kingdom. Will be subject to customs paperwork, for which
the corresponding Customs Declaration will be necessary.
To be able to perform these operations it is compulsory to have an economic
operator identification number (EORI) which can be obtained by registering
with the Tax Authority of the residence country.

IN A NO-DEAL SCENARIO

INDIRECT TAXATION (VAT and TRADE TARIF)

Before Brexit

After Brexit

✓ Transactions between EU and UK
treated as intracomunitary
transactions

✓ Transactions between EU and UK
treated as Imports / Exports
• Exports – exempt form VAT
• Imports – VAT paid at custom

✓ Businesses operate ussing VIES
registration
✓ Simple procedure to claim VAT paid
in other EU countries

✓ EORI registration will be required
✓ More complex procedure to claim
VAT paid in other EU countries

✓ No Trade Tarifs will be aplied
✓ Trade tarifs will be aplied at
destination

IN A NO-DEAL SCENARIO

➢ Example: An Irish tailor sells a container with clothes. He sends this
merchandise by boat to a store at:

EU
•
•
•

Tailor will charge no
VAT on invoice
Store will inform of
transaction in next
VAT return
No trade tarif

UK
•
•

Tailor will charge no
VAT on invoice
Store will pay VAT
and trade tariff at
the custom

NO-DEAL BREXIT
IRISH PERSPECTIVE

NO-DEAL BREXIT – IRISH PERSPECTIVE

On 24 January 2019, the Government of Ireland published the General
Scheme of proposed primary legislative measures required in the event of a
no-deal Brexit.
The Omnibus Bill is made up of 17 Parts prepared by 9 Ministers. The
proposed legislation makes provision for continued access to healthcare,
social security protection, student support, protection of consumers, and to
enable further business supports.

Common Travel Area CTA
Both the Government of Ireland and the UK Government have committed to
maintaining the Common Travel Area (CTA) in all circumstances.

NO-DEAL BREXIT – IRISH PERSPECTIVE

Land bridge
The land bridge is the term used to describe the route to market that
connects Irish importers and exporters to international markets via the UK
road and ports network. Given Ireland’s geographic location work in this area
has focused particularly on the continued effective use of the UK land bridge.
This includes minimizing the impact of additional checks and controls that will
be required on an East-West basis at ports and airports in a no-deal scenario

NO-DEAL BREXIT – IRISH PERSPECTIVE

TAXATION
The purpose is to introduce legislative amendments for Taxation.
Amendments are being proposed for Income Tax, Capital Tax, Corporation
Tax and Stamp Duty legislation in order to ensure continuity for business and
citizens in relation to their current access to certain taxation measures
including reliefs and allowances, and the retention of a number of antiavoidance provisions in the event that the UK is no longer a member of the
EU/EEA.

NO-DEAL BREXIT – IRISH PERSPECTIVE

VAT postponed accounting for imports
If implemented, the Bill would introduce a measure which would allow traders
to operate a postponed method of accounting for VAT on the importation of
goods from the UK and also other third countries, ie outside the EU. If this
measure is introduced, Irish traders would have the opportunity to account for
VAT on the import of goods from the UK in their next VAT return. Currently a
trader is obliged to pay VAT immediately on the importation of the goods, at
the same time as custom duties. This measure helps alleviate the potential
negative cash-flow effect on traders as a result of Brexit.

NO-DEAL BREXIT
SPANISH PERSPECTIVE

NO-DEAL BREXIT – SPANISH PERSPECTIVE
➢ Although EU legislation will no longer aply to UK, Double Taxation
Agreement and bilateral agreements between Spain and UK will still cover
transactions involving bouth countries. Also, domestic legislation will be in
force
➢ Double Taxation Agreement between UK and Spain:
✓ Dividends paid by a company resident in one State to a company resident in
the other State:
•
•

Exempt at the state of the payer if receiver owns, at least the 10% of the
payer
Taxable with a limit of 10% if receiver owns less than 10%

✓ Interests and Royalties will be:

•
•

Levied at the country where the payer is located
Exempt at the country of the receiver except if a PE is involved

✓ Double taxation avoidance: possibility of deducting the tax paid on the basis of
the income obtained in the other State.

IN A NO-DEAL SCENARIO

➢ Example 1: An spanish company receives dividends arising from the
shares they own on a british company
Spanish company owns at least 10% - Dividend will be taxed in Spain but not
in UK

Spanish company owns les than 10% - Dividend will be taxed in Spain
with a limit of 10%.

➢ Example 2: A british company receives an interest coming from the money
lent to a spanish company

✓ Levied in Spain
✓ Exempt in UK

NO-DEAL BREXIT – SPANISH PERSPECTIVE

➢ Domestic legislation in Spain:

✓ Corporation Tax:

•
•

Article 21 of CT Act – Income coming from dividends and transfer of shares
of companies resident in the United Kingdom that are received by Spanish
companies will be exempt.
Articles 31 and 31 of CT Act - Establish in what cases and with what limits
the tax paid abroad can be deducted from the Corporation Tax

✓ Private citizens - Tax on Non-Residents Income (IRNR)
•
•

General tax rate – 19% for EU residents vs 24% for non EU residents
Expenses – can only be deducted by EU residents

IN A NO-DEAL SCENARIO

➢ Example: Dora and Mike have one house in Spain each, which they rent.
✓ Dora lives in Ireland while Mike lives in UK.
✓ They both get a rent of €1,000 per year and must pay €300 of expenses related
to their rented house

Total income - € 1,000
Expenses € 300
Taxabe base - € 700 (1,000 – 300)
Tax rate 19%
Tax payable - €133

Total income - € 1,000
Expenses Non deductable
Taxabe base - € 1,000
Tax rate 24%
Tax payable - €240

CONCLUSIONS

CONCLUSIONS
✓ Brexit poses an unprecedented challenge for Ireland. The ongoing
uncertainty only serves to increase the scale of this challenge, as the Irish
Government is preparing for several possible outcomes.
✓ The potential impact of a no-deal Brexit on Ireland would be severe.
✓ Ireland has insisted that the Withdrawal Agreement cannot be rewritten
and that the backstop arrangement, while intended to be temporary, must
continue to apply unless and until it is replaced by future arrangements
that can achieve the same objective, namely no hard border.

✓ The transition period effectively maintains the status quo up to December
2020. It will allow for the negotiation of an agreement on the future
relationship between the EU and the UK and provide certainty to citizens
and business as they continue their preparations for the new relationship
with the UK outside of the EU.
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