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Brexit: Further information on no-deal
planning
On 12 March 2019 the UK Parliament voted for a second time against the Withdrawal Agreement which
the Government negotiated with the EU to provide an orderly Brexit.

March 2019

T

he UK Parliament also voted against a no-deal Brexit and in favour
of an extension of the departure date if the Withdrawal Agreement
does not pass if put to Parliament again.

There is still a real risk that the UK will leave without a transitional
arrangement in place, which would cause significant disruption to
trade between the UK and the EU.

Republic of Ireland where Irish farmers feel that they now face tariffs
on their products they did not previously have to factor into their
industry.

New tariffs for protection of UK industries

However, if the UK allows entry to its markets tariff-free UK exporters
may not receive the same reciprocal treatment when they export.
This is where a period of concerted negotiation of future trade
agreements is required in the future.

The UK Government has released details of the tariffs to be placed
on goods entering the UK in the event of an exit by the UK with no
transitionary withdrawal agreement in place. It comes after the UK
Government’s guidance on such contingency measures as obtaining
Economic Operator Registration and Identification (EORI) numbers,
streamlining entry and exit procedures for goods, engaging with
international shipping agents and such initiatives as postponed VAT
accounting.
The new UK tariff means that 87% of all the UK’s imports in the
short term will be tariff-free, or in essence free from customs duty
at importation. This policy will be followed whilst alternative trading
agreements quotas and trading arrangements are negotiated or
imposed.
In numbers, the effect means that over 90% of imports from the rest
of the world will be tariff-free, up from 55% at present. Whilst over
80% of imports from the EU will be tariff-free down from 100%.
Certain industries in the UK have been designated as worthy of
protection by the imposition of tariffs, such as imports of meat and
ceramics. This applies to both imports from the EU and the rest
of the world. This has caused concern in the EU especially in the

One further development is the ‘freeing’ of the Irish land boundary
between the Republic of Ireland and Northern Ireland. The UK states
that no tariffs will be imposed on this boundary nor any additional
UK imposed customs checks will take place. This has been heralded
as a ‘smugglers charter’ in certain quarters, as goods can move
from the south to the UK avoiding tariffs. However, with the porous
border between north and south of Ireland, customs control would
be difficult in any circumstances, notwithstanding the huge sociopolitical issues of Irish border controls. Additionally, the UK only
intercepts and examines 1% of all inbound international freight traffic
into the UK on a risk analysis-based system with much customs
compliance work done post arrival and delivery.
The UK Government has had to try to strike a balance in the short
term between protecting vulnerable UK sectors and keeping the
majority of prices down in staple foodstuffs and household items
for consumers. The response from the EU, especially the Republic
of Ireland (with its meat-based agriculture products and their links
with the UK it has, arguably, the most to lose) has been critical, but it
is difficult to see what else the EU could have expected in a no-deal
scenario.
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Requirement for sellers of electronic services to reregister for VAT

■■

In our last Brexit update we reiterated that in a no-deal outcome
the UK would be regarded as a third country from 29 March 2019,
meaning that harmonised EU VAT rules would no longer apply to the
UK. This would mean that certain simplification measures like the
Mini-One-Stop-Shop (MOSS) for sellers of electronic services could
no longer be used.

1. Providing staff with advice about their UK residence status
and options or providing support in applying for settled
status.

The UK tax authority HM Revenue & Customs (HMRC) has been
informing international businesses selling electronic services into
the EU, and currently using the UK’s MOSS VAT return system, that in
case of a no-deal outcome these businesses would have to register
for VAT somewhere else in the EU to file their MOSS VAT returns. In
addition, international businesses selling electronic services to UK
consumers would have to re-register for UK VAT and file VAT returns
in the normal way going forward.
The UK’s MOSS VAT return system would be applicable for sales up
until 29 March 2019 and the last MOSS VAT return would have to be
filed by 20 April 2019.

Employers should review the composition of their workforce
e.g. how many employees in the UK are EU/EEA nationals?
If EU/EEA nationals are a significant part of an employer’s
workforce, what steps can be taken to try and retain these
staff? Options in this regard could include:

2. What steps can you take to ensure that your organisation
remains an ‘employer of choice’ i.e. so that it remains as
attractive as possible to the existing workers and staff
turnover is therefore minimised. Whilst pay or benefits
would be one aspect of this it should not just be about
pay. For example, additional training and development
opportunities may help to retain staff too.
■■

Employer issues in a no-deal outcome
If the UK leaves the EU on 29 March without a transitional
arrangement in place, UK employers could face additional
complications regarding the immigration status of their workforce
and would also need to review the social security arrangements for
staff moving around the EU.

Employers should be aware of potential staff shortages
and an increase in staff costs due to a potential increase in
temporary staff, for example. Employers should therefore
review if they can build more flexibility into its employment
contracts for such factors. It should also be explored if
employers can use non-salary ways to reduce potential staff
cost increases, for example:
1. Is it possible for employers to provide some flexible
benefits (e.g. additional holiday) to make themselves more
attractive to employees?
2. Employers could introduce a salary sacrifice scheme
for pension contributions, which reduces employer
National Insurance Contributions (NIC) and also provides
employees with a NIC saving. Whilst many bigger
employers have done this, smaller companies have often
not yet used this NIC planning opportunity, even though
pensions auto-enrolment will, in many cases, make the
employer NIC saving even more significant than it has
historically been.

To the right we highlight the core issues, next steps and
opportunities that arise for employers in the UK with EU (or EEA)
employees amongst their British workforce:

■■

Employers should also consider whether they have any UK
based employees who spend time overseas, either as formal
assignees or business travelers. It is possible such employees
could become liable to social security in other EU/EEA
jurisdictions in the case of an unorderly Brexit and companies
need to consider both:
1. the budgetary issues that a duplicate social security
liability would mean; and
2. the options that exist to try and avoid duplicate social
security liabilities.

Whilst the uncertainties surrounded by Brexit create additional
pressures for employers, the uncertainty also provides
companies with a real opportunity to ‘differentiate’ themselves
with their existing workforce, to try and ensure that they come
out of the Brexit disruption in as strong a position as possible.
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Setting up local entities as one way of Brexit
contingency planning
While the uncertainty around Brexit for businesses continues, it is
becoming increasingly important to review what additional steps
international companies can take to secure undisrupted UK and EU
market access. One way of securing this is to set up a local entity in
other countries.
If the UK leaves the EU without a transitional arrangement in place
it has become clear that many of the advantages of the EU single
market won’t apply for trade with the UK anymore. The advantages
of the Single Market include free movement of workers, goods,
services and capital. In order to have undisrupted access to these
trading freedoms the setup of a local entity, for UK or EU market
access, might become necessary.

While the uncertainty around Brexit
for businesses continues, it is
becoming increasingly important
to review what additional steps
international companies can take
to secure undisrupted UK and EU
market access.

If you require assistance to review if your business is prepared for
any Brexit outcome, please let us know.
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