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Global Insight – October 2019 
 

 

Foreign Direct Investment 

• India’s buoyant M&A landscape 
• UK at the FDI crossroads 
• Africa’s growing foreign investment inflow 
• Greater legal clarity around mining needed to help Guatemala attract inward investment  
 
 
Global trade 

• Opportunities open up after free trade deal agreed between EU and Mercosur countries 
• Pan-African free trade agreement will drive economic growth  
 
 
Focus on… Brazil 

• Reforms aim to stimulate Brazilian economy 
 
 
International taxation 

• US states accelerate tax law changes  
• India scraps plans for tax hike on foreign investors 
• UK land and property investment landscape is ever-changing for non-residents 
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Sector insight: financial services 

• The future of finance: is disruption over? 

 
 
News briefs 

• Ride-sharing services – a taxing contradiction 
• Foreign companies reorganise subsidiaries to avoid double-tax issues in Tunisia  
• Malta introduces new patent box regime rules 
• Brazilian firms look for alternative solutions to judicial restructuring  
• American policy change on French taxes 
• New Zealand to launch ‘Amazon tax’ 
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India’s buoyant M&A landscape 
 

 
 

 

India looks set for continued M&A activity after a quieter start to 2019. 
 

2018 was a phenomenal year for the M&A deals in India, with total transactions value exceeding the 
USD100 billion mark.  

Mergers and acquisitions (M&A) alone accounted for USD80b, with the Flipkart-Walmart deal 
contributing 20% of total M&A value and breaking records as the largest transaction in the country’s 
history.  

In line with anticipated investor behaviour, 2019 began on a relatively cautious note, with the M&A 
landscape measuring USD23b in the first eight months, marked by the absence of significant big-
ticket investments.  

Political uncertainty due to elections in the first half of the year has been the major factor tempering 
deal momentum in 2019.  

Exchange rate volatility, global trade wars and current fiscal conditions have also contributed to some 
extent.  

Looking forward, favourable government policies aligned with robust economic conditions have 
created an expectation for investors to continue screening investment opportunities, with execution 
of deals anticipated in the latter half of the year.  

M&A activity is expected to be impacted by the Union Budget 2019 announced by the Modi 
Government 2.0, with measures including: 

• Proposed relaxations to foreign investment in aviation, insurance, and single-brand retail. 
• Relaxation of angel tax assessment for start-ups. 
• A reduction in custom duty rates on raw materials, encouraging foreign companies to set up 

operations in India.  
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Unique advantage 

At the same time, global geopolitical developments have given India a unique advantage as a 
destination for expansion. Several technology-driven M&As are expected to take place going forward 
in sectors such as fintech, data analytics and the automobile industry, with the gradual switch to 
electronic vehicles.  

With initiatives like ‘Make in India’ complementing the current Union Budget, M&A activity is likely to 
gain momentum. 

Despite a modest start to 2019, M&A is expected to gain traction as the year progresses, with the 
economy showing a promising estimated growth rate exceeding 6%. While 2018 witnessed significant 
growth in domestic M&A activity, cross-border transactions are expected to gain impetus in 2019, 
owing to technology and e-commerce opportunities.  

Cross-border transactions have mainly taken place in the information technology, financial, and 
consumer discretionary industries. The financial sector has contributed significantly to inbound deals, 
with leading Indian financial companies such as Reliance Nippon Life Asset Management, Max Financial 
Services Ltd and Paytm being involved in deals aggregating USD1,251 million.  

Wabco India Ltd was acquired by ZF Friedrichshafen AG for USD430m, with the aim of serving OEMs 
and fleets in the automotive and commercial vehicle industry with greater efficiency. Investments are 
flowing primarily from South Asian countries and the US, contributing more than 55% of the inbound 
deal value.  

Outbound deals have been mainly focused on the IT sector, including Oravel Stays acquiring Leisure 
Holdings, and Hexaware Technologies acquiring Mobiquity. In terms of deal volume, the US accounts 
for 35% of outbound deals.  

The government’s initiatives towards long term reform aim to make the Indian market a stable 
investment destination in the long term. At the same time, revisions in fiscal and monetary policy aim 
to stimulate and stabilise consumption, enabling India to weather global economic challenges. 

For more information, contact: 
Manoj Gidwani 
SKP Business Consulting 
T: +91 22 6730 9000 
E: manoj.gidwani@skpgroup.com 
W: www.skpgroup.com 
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UK at the FDI crossroads  
 

 
 

 

Will the UK look to Europe or the US for future FDI? 
 

The UK is at a national crossroads. In one sense things are clear: one group of people want out of the 
EU by 31 October, while the other lot want to stay in. 

Where it gets complicated is when this is shoehorned into the political set up. UK politics is a two-
party system, but not one neatly divided along Brexit lines. Boris Johnson, the Prime Minister, and 
Jeremy Corbyn, the Leader of the Opposition, have far more complex incentives and constituencies 
and, in reality, are hungry for power.  

The EU referendum has presented them both with an unprecedented and confused mess of political 
skulduggery and opportunity that is pushing the UK’s unwritten parliamentary conventions and 
historic bonds of loyalty to their absolute limits. 

For example: Boris Johnson recently said he does not want a general election, but nevertheless tabled 
a motion for a general election. Jeremy Corbyn says he does want a general election but so far hasn’t 
supported the motion for a general election. 
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Confused? You are not alone. It’s impossible to predict what will happen next and this will no doubt be 
leading many to question whether to invest in a country experiencing such fundamental political 
uncertainty. But what does the market and the data say? 

FDI as a bellwether 

The aim of foreign direct investment (FDI) – cross-border investment made by residents and 
businesses from one country into another – is to establish a lasting interest in the country receiving 
investment.  

So, UK inward FDI – net investments made by foreign companies in the UK – ought to be a pretty 
useful bellwether to cut through the political noise. 

However, there are two problems. Firstly, UK Government statistics on FDI are based on historic 
transactions so the latest numbers are only good up to 2017. 

Secondly, when crunching the numbers on FDI, economists don’t seem to have a sensible way of 
distinguishing between foreign takeovers of existing UK companies on the one hand, and foreign 
investment in new plant or setting up new companies or branches and so on. Instead, it’s all lumped 
together. 

In August, CK Asset Holdings, the Hong Kong property investment firm founded by billionaire Li Ka-
shing, agreed to acquire UK pubs group Greene King in a £4.6bn deal.  

This is but the latest in a string of foreign takeovers of British companies since the EU referendum, the 
most significant of which was world-leading software developer ARM, sold to Japanese firm Softbank 
for GBP24 billion. These have all been, essentially, foreign takeovers. 

Looking at M&A enquiries and transactions, the last six months show a higher proportion of UK FDI. 
However, like Greene King and ARM, this is an overwhelmingly ‘takeover’ rather than ‘investment’ FDI. 
For the most part it feels like perfectly legitimate efforts to purchase star UK assets whilst sterling is 
cheap – and the UK is ‘selling the family silver’. 

Choices 

We ought not to be surprised. A deficit on a country’s trading account must be balanced by a surplus of 
equal size on its capital account. Since 1984 the UK has achieved balance by running a surplus on FDI, 
and where the statistics are useful is in showing that the bulk of this comes from firms in EU member 
countries, principally Germany, France and The Netherlands, comprising about GDP260b; and about 
GBP600b from the US. 

The Brexit impasse could be paraphrased as: does the UK look to Uncle Sam or to the Northern 
European states for its FDI? Both present their risks and opportunities. 

It seems the decision must be made and until it is, inbound UK FDI will disproportionately take the form 
of selling the family silver: a clear buying opportunity. 

Once it is decided, the economic path of the UK will be set for decades to come. 

For more information, contact  
Luke Morris  
Scrutton Bland, UK 
T: +44 (0)330 058 6559 
E: luke.morris@scruttonbland.co.uk  
W: www.scruttonbland.co.uk 
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Africa’s growing foreign investment inflows  
 

 
 

 

East Africa remains a top destination for foreign direct investment, with new  data 
showing the region attracted record inflows of USD4bn in 2018. 
 

Africa as a whole escaped the global decline in foreign direct investment (FDI), with cumulative inflows 
to the continent rising to USD46b last year, an increase of 11%. 

These encouraging figures were published in the latest World Investment Report 2019  by the United 
Nations Conference on Trade and Development. The report reveals that Uganda’s inflows reached a 
historic high, up 67% to US$1.3bn, while Kenya posted a 27% growth to USD1.6b and Tanzanian 
inflows rose by 18% to USD1.1b. Overall, flows to sub-Saharan Africa increased by 13% to USD32bn. 

Investment was channelled into a diverse range of industries, with manufacturing, chemicals, 
hospitality and oil and gas being the main attraction for foreign investors. 

Commodities drive growth 

The growth in African FDI was attributed in part to rising demand for commodities that saw their 
prices surge. 
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The new African Continental Free Trade Area agreement (AfCFTA) will support regional co-operation. 
The agreement was adopted and opened for signature on 21 March 2018 in Kigali and came into force 
on 30 May 2019.  

The agreement is expected to boost intra-African trade by more than 50% by 2022 as it requires 
member states to remove tariffs on most goods, liberalise services and tackle other barriers to trade. 

Despite growth in inflows, FDI outflows from African countries in 2018 dropped by 26% to about 
USD10b. 

Incentives 

To further attract FDI and attain sustainable levels of inflows, countries such as Tanzania have 
continued to work on improving the business climate and offering incentives to promote new 
investments, aiming to boost economic growth and employment.  

For example, this year Tanzania endorsed a Blueprint for Regulatory Reforms addressing challenges 
faced by the business community which, once implemented, is expected to improve the business 
environment and attract new investments. 

Investment patterns 

According to the World Investment Report 2019, France continues to be the largest foreign investor in 
Africa, particularly  putting money into major hydrocarbon-producing economies such as Nigeria and 
Angola. The Netherlands holds the second largest foreign investment stock in Africa, with more than 
two-thirds concentrated in just three countries – Egypt, Nigeria and South Africa. China’s FDI on the 
continent increased significantly as it became deeply involved in Africa. 

The report notes that in 2019, the expected acceleration of economic growth on the continent, 
progress towards the implementation of AfCFTA and anticipation of some large, previously 
announced greenfield investments materialising, could result in even higher FDI inflows. 

The elimination of tariffs under AfCFTA should provide further encouragement for foreign investors 

to tap into the African market of 1.2bn people and a combined GDP of more than USD2.2trn. 

For more information, contact: 
Sujata Jaffer 
Nexia SJ, Tanzania 
T: +255 713 444 254 
E: sjaffer@nexiasj.co.tz 
W: nexiasj.co.tz 
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Greater legal clarity around mining needed to help 
Guatemala attract inward investment 
 

 
 

 

Guatemala’s mining industry is key to the country’s economic growth, but lack 
of regulatory clarity can hamper operations. 
 

The Ministry of Energy and Mines of Guatemala indicates that in the past ten years, 20 different metals 
have been mined, including zinc, gold, silver, lead and nickel, making a major contribution to the 
country’s economy and attracting inward investment. 

Current legislation regulating mining exploration and extraction licenses supports implementation of 
Convention 169 of the International Labor Organisation (ILO). 

This recognises the right of surrounding indigenous communities to be consulted on proposed mining 
projects, and requires the prior, free and informed consent of the local communities affected. 

Lack of legal clarity in consultations 

While the processes involved in authorising mining projects and consulting local indigenous 
populations are primarily administrative, many mining companies have been prosecuted and, in some 
cases, faced judicial sentences for non-compliance. This is because there are no specific regulations 
that establish how the people affected by this activity should be consulted. 
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One of the most high-profile cases has been the San Rafael mine in the east of the country, which has 
had its license suspended since 2017, leaving many workers without employment.  

Other judicial cases have ruled that communities be consulted, but mining companies have often been 
allowed to continue operating.  

In practice, there is no legal certainty around consultation, with the authorities often applying different 
criteria to proposed mining operations, using unclear and constantly changing rules. In effect these 
are often political decisions.  

Legal certainty needed 

While Convention 169 is enshrined in Guatemala’s constitution the country still needs to further 
regulate the associated consultation procedure, so that the state, inhabitants and investors can 
develop mining projects that are both sustainable and protect the environment.  

This would provide legal certainty for those who want to invest, encourage freedom of trade and 
generate employment that will help to improve the quality of life of local communities. 

Moreover, avoiding the need for legal proceedings to grant licenses would encourage more foreign 
investment, making a vital contribution to Guatemala’s future development. 

However, it remains to be seen if these changes will happen. 

For more information, please contact: 
Marco Monterroso 
Nexia Guatemala  
T: (502) 2387 6100 Ext 214 
E: mmonterroso@nexiagt.com 
W: www.nexiagt.com 
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Opportunities open up after free trade deal agreed 
between EU and Mercosur countries 
 

 
 

 

The EU and Mercosur economic bloc that includes Brazil, Argentina, Uruguay and 
Paraguay, have agreed to form the world’s largest free trade zone.  
 

Mercosur companies, until now have been operating in fairly closed and protectionist home markets, 
they need to prepare to meet the challenges this will bring in the future. 

After 20 years of negotiation, the EU and Mercosur announced on 28 June 2019 that they had reached 
an agreement on a free trade zone that will contain 780 million consumers and generate 25% of global 
economic output.  

Key elements  

The agreement covers almost all agricultural products, industrial goods and services. Under the 
agreement more than 82% of agricultural products can be traded without any tariffs. For the 
remaining 18%, including beef, poultry and pork exports to the EU, quotas will be put in place.  

Tariffs and trade restrictions for industrial goods will be reduced, although different time schedules 
apply to the EU and Mercosur.  
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The EU will ultimately remove tariffs for all industrial goods, 80% of them as soon as the agreement is 
ratified in 2021/22. Mercosur countries will make 90% of industrial goods tariff-free over a period of 15 
years. Service companies can participate in government purchase and public service tenders.  

Mercosur productivity boost?  

Economic experts think the agreement will lead to a much-needed productivity boost for Mercosur 
companies, especially in Brazil and Argentina. Brazil has one of the most protectionist markets in the 
world, with import duties of up to 35% for cars, clothes and shoes and up to 20% for machinery. The 
agreement should see increased interdependence between industrial supply chains on both sides of 
the Atlantic.  

Mercosur companies will need to be prepared to begin or increase productivity improvements across 
all areas of their business. Given that Mercosur markets have been fairly closed to outside 
competition, this is a significant challenge for companies in the region. Not all will be able to survive the 
upcoming opening up of the market.  

Agribusiness must understand future customers  

Mercosur agribusinesses are seen as clear winners. Some have characterized the agreement as a ‘car 
for cows’ deal, but a favourable agreement with the EU doesn’t automatically translate into market 
success. European consumers and powerful supermarket groups will ultimately decide which food 
products end up on European shelves. Those decisions directly impact livestock feed, a major 
Mercosur product.  

Proper traceability, food safety, use of pesticides and antibiotics, good livestock practices and fast-
growing demand for vegetarian food are among the significantly different challenges that Mercosur 
agribusinesses will face in European markets, compared to those they face in other large export 
markets such as China or the Middle East.  

What’s next?  

Working out the fine details of the agreement could take well into 2020, with a further two years for 
ratification and implementation beginning in 2022. In the meantime, both Mercosur and EU companies 
need to get ready for open markets in South America.  

For more information, contact  
PP&C Auditores Independentes, Brazil  
T: +55 11 3883-1600 
Paul Carvalho/RainerKollgen 
E: pj.carvalho@ppc.com.br/r.kollgen@ppc.com.br  
W: www.ppc.com.br 
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Pan-African free trade agreement will drive 
economic growth  

 

 
 

 

Harnessing new technologies such as artificial intelligence (AI) and robotic process 
automation (RPA) to make business processes more efficient and resilient is 
unavoidable in times of disruption.  
 

The agreement will lead to the creation of a single continental market for goods and services, with free 
movement of business people and investments.  

AfCFTA is intended to create a tariff-free continent that can stimulate local businesses, boost intra-
African trade, encourage industrialisation and create jobs. 

Addressing the G7 and Africa Partnership meeting in France on 25 August 2019, 

South African President Cyril Ramaphosa said: “This free trade area is now the largest on the globe, 
bringing together 1.2 billion people with a combined GDP of USD3 trillion.”  

Countries joining AfCFTA must commit to removing tariffs on at least 90% of the goods they produce 
as well as establishing a customs union with free movement of capital and business travellers. 



 

 
 

  Global Insight October 2019 | 14 
 

Nigeria and Benin had committed to the free trade agreement during the 12th Extraordinary Session of 
the Assembly of the African Union about AfCFTA in Niger in July and of 55 African Union member 
states, only Eritrea has yet to sign the agreement. 

Researcher at the South African Institute of International Affairs, Asmita Parshotam, said the 
agreement is a “massive show of political will, the extent of which has not been seem previously.  

“It is important to see the implementation of the agreement against measures of international 
protectionism and continued uncertainty for global trade. African countries can compete globally, 
integrate into value chains and participate,” she said. 

Benefits 

Trade between African countries is currently fairly insignificant. In fact, while almost two-thirds of 
African countries’ exports go to Europe, only 17% of exports go to other African countries. This is very 
low in comparison to other continents – in Europe trade within the continent is almost 70%, while in 
Asia it’s almost 60%. 

A couple of the poorest African countries, Niger and Malawi, will get ten or even fifteen years to reduce 
their tariffs, to give their producers some protection against cheaper imports. 

Other possible benefits from the agreement include: a planned African passport, which will mean 
holders won’t require visas when they go to another African country; and a new digital payment 
platform for African companies that trade with each other.  

Currently, many businesses are forced to pay each other in dollars or euros because their currencies 
cannot be exchanged. In the future, they may be able to avoid this by using the platform. 

For more information, contact 
Sophocles Kleovoulou 
Nexia SAB&T, South Africa 
T :+27 12 682 8800 
E: sophy@nexia-sabt.co.za or info@nexia-sabt.co.za 
W: www.nexia-sabt.co.za 



 

 
 

  Global Insight October 2019 | 15 
 

Reforms aim to stimulate Brazilian economy 
 

 
 

 

Brazil is showing signs of economic recovery as it strives to emerge from the impact 
of the 2015 financial crisis and corruption investigations into the federal government. 
 
The country has seen a significant reduction in consumer spending, an increase in unemployment, 

economic slowdown and lack of investment from both Brazil’s private sector and overseas investors. 

However, labour reforms introduced in July 2017 have brought significant changes aimed at 

combating unemployment and ending the economic crisis. The changes included measures to address 

issues around everything from vacations, rest and lunch breaks, to working hours, wages and 

employment lawsuits.  

Nevertheless, the country still faces major challenges in restoring both its credibility on the 

international scene and the confidence of Brazilian businesses.  

Necessary reforms 

The country is considering three necessary structural reforms in social security, taxation and politics.  
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Social security reform has already been started by the current Government, elected at the end of 

2018.  

Faced with a rapidly ageing population it has proposed radical and important changes in the social 

security system for government workers, members of the military and private sector employees.  

The government believes that these reforms are necessary because there will soon be more people 

receiving benefits than contributing to social security, making the current system unfeasible and 

jeopardising payment of future benefits. It expects its reform to save about USD250 million over the 

next ten years. 

The proposals were approved by the federal deputies and are now in the hands of the senators. If 

approved, the proposals will return to the President of the Republic who is expected to make the final 

approval by October 2019. 

If  they are passed, the reforms will give encouragement to the Brazilian manufacturing and production 

sector and international investors. 

Tax simplification 

In addition, debates on tax reform have begun after Congress presented a proposal to amend the 

constitution to simplify the tax system, reducing companies’ tax bills in a bid to make the 

manufacturing and consumer sectors more attractive.  

While there is still much discussion to be had, this matter should formally enter  Congress’ agenda in 

early 2020. 

For more information, contact:  
Adriano Thomé 
Nexia Teixeira Auditores, Brazil  
T: +55+55 31 3282 9939 
E: adriano.thome@nexia.com.br 
W: www.nexia-teixeira-auditores.com.br 
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US states accelerate tax law changes  
 

 
 

 

It’s been over a year since the United States Supreme Court’s ruling in the South 
Dakota v. Wayfair case broadened states’ sales tax collection authority to include 
‘remote sellers’ – businesses without an in-state physical presence.  
 

As international tax treaties do not cover sales and use tax obligations, non-US companies can be held 
to the same standards that apply to US domestic organisations. 

States have been incredibly active in codifying this broader authority during the last year by enacting 
receipts-based and transaction-based nexus thresholds, whereby the seller has an obligation to 
collect and remit sales tax when sales exceed USD100,000 or there are more than 200 transactions.  

All but two of the 46 states with a retail sales tax have imposed an economic nexus standard in the year 
since Wayfair. States have already been sending notices to remote sellers enforcing these new rules 
and are not slowing enforcement nor offering any grace periods. So, the time to act is now. 

Considerations before registering with a state 

While sellers can typically look at a state’s threshold and determine if they have economic nexus for 
sales tax purposes, that should just be the first step when deciding how to begin compliance.  
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Businesses should also consider the following related issues so they can evaluate and quantify any 
prior exposure before registering to collect sales tax in a new state: 

• Did the seller previously have physical presence in the state? 
• Does the state impose other non income-based taxes that the seller may have prior period 

exposure to, such as the Washington Business and Occupation tax? 
• Does the state already have economic nexus thresholds for income tax purposes? 
• Has the business attended a trade show in the state? 

Marketplace provider laws 

Marketplace provider collection is another major effect of Wayfair that states have quickly pursued. 
These laws require marketplace providers to collect sales tax on behalf of sellers who use their 
marketplace to facilitate sales.  

They were aimed at large marketplaces like Amazon, eBay, and Etsy, who are not necessarily the 
owners of the products sold on their websites, and may instead merely provide the marketplace and 
web platform through which a retailer sells its product.  

Marketplace provider laws generally relieve retailers of the liability to collect sales tax on sales made 
through the marketplace by shifting the primary collection obligation to the marketplace operator. 
However, for any sales made by a retailer outside a third-party marketplace – via the retailer’s own 
website, for example, the sales tax collection liability remains with the retailer.  

Don’t ignore Wayfair 

The US transaction-based sales tax system may be confusing for many foreign-based companies and 
with individual states imposing their own state sales tax, it can be very complex to operate in the US. 
But the Wayfair decision can’t be ignored, as states are pushing forward sales tax collection activity 
with little to no grace periods. 

For more information, contact: 
Gretchen Whalen 
CLAConnect, USA 
T: +1 813-384-2783 
E: gretchen.whalen@CLAconnect.com 
W: www.claconnect.com 
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India scraps plans for tax hike on foreign investors 
 

 
 

 

A proposed tax rise has been dropped following a hostile reaction from Foreign 
Portfolio Investors (FPIs). 
 

Faced with an urgent need to reinvigorate a slowing economy, the re-elected Modi government had 

proposed a ‘super rich tax’ in the form of an increase on the country’s existing 15% surcharge in its 

budget in July. 

The move was designed to support the government’s ‘Make in India’ policy with the aim of powering an 

economy worth USD5trn within the next few years.  

Under the proposal the surcharge – based on all taxable income, including capital gains – would rise 

from 15% to 25% for those with taxable incomes of INR20 million (USD275,000) to INR50m 

(USD700,000), and to 37% for those with taxable incomes of more than INR50m (USD700,000). This 

would take the maximum effective tax rate from 35.88% to 39% and 42.74%, respectively. 
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Given that inward investment usual comes through offshore funds established and operated as 

Association of Persons (AOP), or trusts taxed at the same rate as individual Indian citizens and deriving 

the majority of their income from capital gain, the surcharge rise would have increased the tax rate for 

most FPIs set up as trusts or AOPs by almost 7%.  

Rattled 

Rattled investors, pulled out more than USD3 billion from Indian stock markets in July and August, the 

highest outflow seen in 2019. There are about 9,400 FPIs registered in India, largely from tax domiciles 

in the US, Mauritius, Ireland, Luxembourg, Singapore and the United Kingdom, who have invested 

nearly USD50b in Indian equity, debt and hybrid instrument markets.  

They would have been hit by this proposal whether investing directly in the Indian market or through 

offshore funds. FPIs normally register them as private trusts, mainly to navigate cumbersome 

disclosure rules and other compliance questions.  

To avoid the surcharge they would have needed to structure as a corporate fund to pay a minimum 

alternate tax of 18.5%. 

The proposed rules would also have hit plans to raise USD10-USD15bn through overseas sovereign 

bonds and its attempts to attract more foreign investment in equities and debt, with many were 

reluctant to invest due to tax rate uncertainties. 

On August 23, in a bid to allay growing concerns of investors and corporate houses, Finance Minister 

Nirmala Sitharaman announced a string of measures to revive a flagging economy and withdraw the 

surcharge both on long and short-term capital gains tax. 

The move has been a big relief for FPI investors and will help allay their fears around a less investment-

friendly environment.  

For more information, contact: 
Prajakta Vaidya  
Chaturvedi & Shah LLP, India  
T: +91 22 3021 8500 
E: prajakta.v@cas.ind.in 
W: www.cas.ind.in 
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UK land and property investment landscape is 
ever-changing for non-residents 
 

 
 

 

Non-residents disposing of UK commercial land and property are now subject to tax 
on their gains, thanks to legislation introduced earlier this year. 
 

Non-Resident Capital Gains Tax (NRCGT) has already been applied to the disposal of UK residential 
property by non-UK resident individuals, trusts and companies since April 2015, with the calculation 
reflecting either a pro-rated proportion of the gain or a deemed acquisition cost based on the April 
2015 market value of the asset.  

Furthermore, ownership of residential property by non-UK structures is also affected by high Stamp 
Duty Land Tax (SDLT) rates on purchase, an annual tax charge on properties held within companies, 
and from April 2017 Inheritance Tax (IHT) on UK residential property held indirectly through non-UK 
companies. 

Since April 2019, gains arising on disposals of UK situs land and commercial property have also been 
chargeable to NRCGT. The new legislation is not retroactive, and only gains attributable to increases in 
value since then are subject to tax.   
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IHT benefits may still be enjoyed in certain cases by holding non-residential UK property through 
overseas companies, but the 2019 changes enable gains arising on an indirect sale of UK land and 
property to be taxed where the vendor has a ‘substantial interest’ in a ‘property rich entity’. 

Property rich entities are broadly companies that derive more than 75% of their gross asset value 
from UK property, whether residential or commercial. A substantial interest in a company is one of 
25% or more, held within the two year period preceding disposal, and including ownership through 
intermediate entities such as partnerships which are treated as transparent for NRCGT purposes. 

The 25% test takes account of voting power, equity on disposal, income on a distribution, or assets on 
winding up. Only one of these tests needs to be met and it will be necessary to take into account the 
provisions of any applicable shareholders’ agreement.  

In summary… 

• Disposals of UK residential property by non-UK tax residents are within the NRCGT regime from 
April 2015. 

• Disposals of all other UK land and property by non-UK tax residents are within the NRCGT regime 
from April 2019. 

• Gains on both UK land and property held directly and that held indirectly through a ‘property rich’ 
entity are now subject to tax. 

• Relief may be available for sales of shares in trading companies, or under the terms of an applicable 
double taxation agreement. 

For more information, contact:  
Lisa Macpherson Fletcher 
Saffery Champness LLP, UK 
T: +44 (0)1463 246300 
E: lisa.macpherson-fletcher@saffery.com 
W: www.saffery.com 
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The future of finance: is disruption over? 
 

 
 

 

The global banking and financial services industries have been subject to significant 
disruption in recent years, but where does fintech go next? 
 

The arrival of challenger banks, new payment systems and ‘robo-advice’ has shaken up sleepy 
incumbents. Has this disruption largely played out or does fintech still have new worlds to conquer?  

Fintechs have certainly built scale and made a real impact, but they still have a relatively small market 
share.  

People are only just recognising that they can trust these new names. With banking, for example, 
some customers use accounts with the challenger banks as an addition to their main banking 
relationships.  

Reports show  consumers are increasingly using multiple platforms for their financial services needs, 
with 36% of Chinese consumers using five or more providers, followed by 26% in the UK and 22% in 
Japan.1  

 
1 * Global FinTech Adoption Index 2019 | EY  
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They may do this because their children use different platforms and it’s easy to transfer money or they 
may use payment apps for holidays. There is certainly room for challenger banks to become the 
preferred provider. 

Owning the whole relationship 

The same is true for business banking. Fintech providers in this area are moving into tax and 
accounting. They have the breadth to own the whole customer relationship, not  just a part, a process 
likely to be accelerated in the UK, for example, by the Government’s Making Tax Digital initiative. 

The attitude of incumbent businesses reflects this potential. After a period of apparent complacency 
they’re now feeling extremely vulnerable to the rise of fintech. Some are striking partnerships, others 
trying to compete.  

They recognise that fintechs are far more agile. Fintechs, for their part, see agility as their greatest 
strength and are increasingly trying to remain independent. 

There are also new parts of the financial services industry that are ripe for disruption. Every part of the 
industry believes it can’t be disrupted, until it is. A decade ago, the banking institutions looked 
untouchable. The global financial crisis blew that away. 

Next big idea 

Equally, it’s not always easy to know what the client wants. Henry Ford said before the rise of the 
motor car: “If I had asked people what they wanted, they would have said faster horses.” 

That said, some areas are harder to disrupt. Capital markets, for example, are more resistant to 
change. However, there is a lot going on behind the scenes across the world, with the brightest minds 
striving to come up with the next big idea. 

Fintech has many more worlds left to conquer. As society changes, financial services needs to change 
with it. This is difficult for businesses with a raft of legacy systems – but fintech will pave the way. 

For more information contact: 
Tom Shave 
Smith & Williamson, London, UK 
T:+44 20 7131 8865 
E: tom.shave@smithandwilliamson.com 
W: www.smithandwilliamson.com 

Disclaimer: By necessity, this briefing can only provide a short overview and it is essential to seek professional 
advice before applying the contents of this article. No responsibility can be taken for any loss arising from action 
taken or refrained from on the basis of this publication. Details correct at time of writing. 
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News briefs 
 

 
 

 

Ride-sharing services – a taxing contradiction 
 

Australian firms that have allowed employees to use ride-sharing services for 
business purposes could be liable for big tax bills.   
 

While Uber and other ride-sharing drivers are considered to be taxi drivers who are required to pay 
goods and services tax (GST), they’re not classed as licensed taxis for the purposes of fringe benefits 
tax (FBT) exemptions, following a recent ruling by the Australian Tax Office (ATO). 

The ATO decision left people feeling the rules weren’t being evenly applied, with Uber drivers being 
told they’re the equivalent to a taxi for the purposes of needing to register for and remit GST, while 
FBT concessions available for certain taxi travel are denied. Although flagging this issue for discussion 
and further consideration in September 2017, ATO only confirmed its position on 2 July.   

The change creates a potential historical exposure for up to six years of FBT returns that ATO can 
challenge and re-assess on the newly-defined position. Businesses need to consider if they should 
deny reimbursement of Uber ride-sharing fares and only cover taxi travel. 

For more information, contact  
Murray Howlett 
Pilot Partners, Australia 
T: +61 7 3023 1300 
E:  mhowlett@pilotpartners.com.au 
W: www.pilotpartners.com.au  
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Foreign companies reorganise subsidiaries to 
avoid double-tax issues in Tunisia  
 
Many French and Italian companies with Tunisian subsidiaries are taking 
action to comply with their countries’ double tax avoidance treaties 
following extensive audits in Europe. 
 

Some firms have made moves to clearly separate their subsidiaries from their main 

European-based businesses. 

These include creating separate senior management teams at the subsidiary and 

changing their Tunisian operations into permanent establishments to clarify the situation 

and avoid the double tax threat. 

For more information, contact:  
Mourad Abdelmoula 
Afinco, Tunisia  
T: + 216 71 35 44 51 
E: mourad@afinco.net 
W: www.afinco.net 
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Malta introduces new patent box regime rules 
 
Maltese law allows for a deduction against income for all qualifying intellectual 
property (IP).  
 

The mechanism for calculating the deduction has been set  out in new rules published in August 2019, 

which precisely state the type of income the deduction can be claimed  against and  the conditions 

that need to be satisfied to qualify for eligibility.  

Broadly, the deduction can be claimed against income from qualifying IP comprising income derived 

from both  trading activities and capital gains. 

For more information about the new Patent Box Regime (Deduction) rules, please follow this link. 

For more information, contact: 
Antoinette Scerri 
Nexia BT, Malta 
T: +356 21637778 
E: Antoinette.scerri@nexiabt.com 
W: www.nexiabt.com
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Brazilian firms look for alternative solutions to 
painful judicial restructuring 

 
Brazil‘s economic crisis, now in its fifth year, has taken a heavy toll on many of the 
country’s companies.  
 

The number of judicial restructuring procedures in Brazil has doubled from an annual average of 750 in 
the period 2005 to 2015 to more than 1,500 a year over the last three years.  

Brazil‘s top five construction companies, for example, all face judicial reorganisation procedures. 
Judicial restructuring in Brazil is often more painful and time consuming than in many other 
jurisdictions, with research showing that less than 10% of companies exit these procedures 
successfully and the debt recovery rate of 16% is low, even for Latin America.  

In response, some companies in distressed situations have pursued an alternative solution in the form 
of an extensive, non-judicial turnaround programme involving a balance sheet and profit and loss 
statement which measures the disposal of non-core assets and debt restructuring with lenders on 
more favourable terms.  

This approach can provide management with more time to get a company back on track.  

For more information, contact:  
Paulo J. de Carvalho/Rainer Koellgen  
PP&C Auditores Independentes, Brazil  
T: +55-11-3883-1600 
E: pj.carvalho@ppc.com.br/r.koellgen@ppc.com.br  
W: www.ppc.com.br 
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American policy change on French taxes 
 
Two French taxes are now eligible for US Foreign Tax Credit (FTC) following a change 
in policy by the US Internal Revenue Service (IRS). 
 

The move follows the decision in the US Tax Court case, Eshel v Commissioner, along with diplomatic 
negotiations between the US and France in 2019, to accept the eligibility of the French Contribution 
Sociale Generalisee (CSG) and Contribution au Remboursement de la Dette Sociate (CRDS) taxes.  

Previously, the IRS policy was to challenge the credibility of both CSG and CRDS. 

For US taxpayers that previously failed to claim CSG and CRDS taxes as FTCs on their US Individual 
Income Tax Return, the IRS has provided guidance indicating that individuals can go as far back as the 
2009 tax year to amend their tax returns for this issue. More details can be found here. 

For more information, contact 
Mishkin Santa, JD, LLM, TEP  
The Wolf Group, USA 
T: 1+703-652-1720 
E: msanta@thewolfgroup.com 
W: www.thewolfgroup.com 

 
Delphine Parigi 
DPZ-Avocats, France 
T: +33 (0) 981 258 987 
E: delphine.parigi@dpz-avocats.com 
W: dpz-avocats.com 
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New Zealand to launch ‘Amazon tax’ 
 

Overseas businesses selling low-value goods in New Zealand will shortly be subject 
to new goods and services tax (GST) rules. 
 

From 1 December 2019, offshore suppliers will have to register for, collect and return GST on low-
value consumer goods sold in New Zealand, with the new rules also applying to marketplaces or 
redelivery services that sell or redeliver such goods to customers.  

GST can apply to the value of the goods as well as any related services such as international transport 
and freight. Overseas suppliers must collect GST if the value of per transaction is NZD1,000 or less 
and their total sales to New Zealand exceed NZD60,000 per annum.  

The change is an extension of the so-called ‘Netflix tax’ where offshore businesses supplying remote 
or digital services are already subject to GST. 

For more information, contact:  
Maggie Jaques 
Nexia New Zealand  
T: +64 3 379 0829 
E: mjaques@nexiachch.co.nz  
W: www.nexia.co.nz 
 
  



 

 
 

  Global Insight October 2019 | 31 
 

 

 

 

If you have any queries or 
require further guidance 
please contact the Nexia 
marketing team. 

 

Nexia marketing team 
Nexia International 
71 Kingsway 
London 
WC2B 6ST 
E: marketing@nexia.com 
T: +44 (0)20 7436 1114 
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