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Editorial
Dear Readers,
The Practice Group Real Estate
is proud to present the 6th edition of the FYI Real Estate News.
Never before, have the members
managed to gather such a wealth
of information from around the
world. We hope that there will be
something in it for everyone. It is
recommended to keep previous
editions, because information you
don’t require today may be relevant
tomorrow.
However: What is correct today
can also be obsolete tomorrow. We
were not able to double-check the
content. Furthermore, the articles
in the FYI are only a brief synopsis
of subjects. For further information
please feel free to contact the authors.
In this sense the members of
the Practice Group Real Estate wish
you a pleasant reading.
Yours,
Reinhard Nacke
Editor, Lawyer and
Specialized Lawyer for Tax Law

Dislaimer

The information provided in this
FYI – Real Estate News, a publication of the GGI Practice Group Real
Estate, came from reliable sources
and was prepared from data assumed to be correct; however, prior
to making it basis of a decision, it
must be double checked. Ratings
and assessments reflect the personal opinion of the respective author
only. This publication is for GGI internal use only and intended solely
and exclusively for GGI members.
If you wish to be removed from the
mailing list, please send an email to
info@ggi.com. Let us know what
you think about FYI – GGI Real Estate News. We welcome your feedback.

Required BEA
report filings
under U.S. LAW
By Edward G. Kluiters
The United States Bureau of Economic
Analysis (BEA) requires surveys on U.S.
direct investment abroad and foreign direct investment in the United States. The
term investment includes the ownership
of real estate. The BEA uses these surveys
to produce statistics concerning international transactions and direct investment
positions, activities of multinational enterprises, and new foreign direct investment
in the United States. The data collected is
held confidentially, and the BEA conducts
rigorous nondisclosure analysis to ensure
that an individual reporter is not identifiable. Furthermore, the data cannot be used
for tax, investigatory or regulatory purposes. Using the surveys, the BEA is able to
produce a report that paints a picture of
the scale of global business activity and its
impact on the U.S. enterprises and foreign
host economies, as well as the amount of
foreign-controlled business activity in the
United States and its impact on the economy. The report can be found on the BEA
website, www.bea.gov, and in the September issue of the BEA’s monthly electronic
journal, The Survey of Current Business.

Foreign Direct
Investment in the U.S.
All U.S. business entities in which a
foreign person owns 10 per cent or more
of the voting securities of an U.S. business enterprise (such entities are deemed
“U.S. affiliates”) are required to report
foreign direct investment in the United
States. This reporting requirement includes the foreign ownership of real es-

tate, improved and unimproved. However, an exception does exist for foreign
ownership of residential real estate held
exclusively for personal use and not for
profit-making purposes.
The survey of new foreign direct investment in the United States is Form BE-13
and its purpose is to capture new investment transactions when foreign investment is created or expanded in the United
States. Responses are required by all entities subject to the requirements within
45 days after the investment transaction
occurred. The reporting threshold is USD
3 million and certain investments with a
total cost of less than US$ 3 million can
qualify for an exemption. In addition to
the BE-13 survey, there are also quarterly,
annual, and benchmark surveys for foreign investment in the United States. The
quarterly survey is found in Form BE-605
and it reports positions and transactions
between a U.S. affiliate and its foreign
parent. It is required for any U.S. affiliate
that was established, acquired, liquidated,
sold or became inactive during the reporting period. Entities required to report will
be contacted by the BEA and must file
within 30 days after the close of a calendar
year or fiscal quarter, or 45 days after the
close of the financial year. The annual survey is Form BE-15, and entities required to
report will be contacted by the BEA concerning their financial and operating data.
The most comprehensive benchmark
survey of foreign direct investment in the
United States is found in Form BE-12 and
is conducted once every five years in lieu
of the annual survey, the most recent of
which occurred after the 2012 fiscal year. A
response for this survey is required of all
entities, whether or not they are contacted
by the BEA. For each survey, there are dif-

ferent available forms, and the reporting
entity selects the one that matches their
business. More information on the surveys and correct forms can be found at
www.bea.gov/surveys/fdiusurv.htm.

U.S. Direct
Investment Abroad
Reports concerning U.S. direct investment abroad are required from all U.S.
persons (including corporations, trusts,
or other organisations) that own 10 per
cent or more of the voting securities of
an incorporated or unincorporated foreign business enterprise (these entities
are deemed “U.S. reporters”). This includes both U.S. persons and affiliates
located outside the United States where
a U.S. person holds the necessary voting
interest.
The BEA’s most comprehensive survey
of U.S. investment abroad is the BE-10
benchmark survey that is conducted once
every five years, the most recent one of
which occurred following the 2014 fiscal
year. All entities subject to the reporting
requirements are required to submit a
response without being contacted by the
BEA. Annual surveys, Form BE-11, are required in years where no BE-10 survey is
taken in order to report annual financial
and operating data of the U.S. reporter
and its foreign affiliates. If an entity is
required to report this annual survey of
direct investment abroad, it will be con-

GGI member firm
Haynsworth Sinkler Boyd, P.A.
Law Firm
South Carolina, USA
T: +1 803.540.7955
Edward G. Kluiters
E: ekluiters@hsblawfirm.com
W: www.hsblawfirm.com
Edward Kluiters is a shareholder in the
Columbia, South Carolina, U.S.A. office of
Haynsworth Sinkler Boyd, P.A. His practice focuses primarily on assisting U.S. and
foreign-owned businesses with locating,
expanding and operating in South Carolina. Since the early 1990s, he has worked
closely with State and local development authorities and governments in advising businesses and industries on various
economic incentives, site acquisition, tax-exempt and conventional financing, and addressing

tacted by the BEA. In addition to the BE10 and BE-11 surveys, the BEA conducts
a quarterly survey to report positions and
transactions between a U.S. reporter and
its foreign affiliates. This BE-577 Form
must be filed within 30 days after the close
of the entity’s calendar or fiscal quarter, or
within 45 days if it is the final quarter in a
fiscal year. As with the BE-11, the BEA will
individually contact those entities that are
required to report Form BE-577. Similar to
the surveys regarding foreign investment

Edward G. Kluiters
business, contract, and other issues as they
arise. Mr. Kluiters also regularly represents
lenders and borrowers in financing transactions and real estate matters. The author
gratefully acknowledges the assistance of
Ms. Clara Elizabeth Weston in preparing
this article.

in the U.S., for each survey, there are multiple forms, and an entity should submit
that one which is most applicable. More
information on the surveys and correct
forms can be found at www.bea.gov/surveys/diasurv.htm.
Companies can submit their surveys
via fax, mail, or electronic filing at the
BEA website. Failure to submit required
surveys can result in civil fines up to
USD 25,000 or criminal penalties of USD
10,000 and up to one year imprisonment.

Recovering property
market in Hungary
By Dr. Beáta Szegi
Property prices have risen over the past
year, with the 2014 increase being the first
significant rise since 2008. The national

house price index rose by 6.68 per cent
(7.42 per cent inflation-adjusted) during
2014, according to the Hungarian Central
Statistical Office (KSH). House prices in
Budapest superseded the national index,

increasing by 6.88 per cent (7.63 per cent
inflation-adjusted), although prices remain well below their pre-crisis peak.
Hungary House Price Index increased

...next page
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to 100.80 index points in the first quarter of 2015 from 97.22 index points in
the fourth quarter of 2014. The index is
reported by the Eurostat which was last
updated on 13 July 2015.
Housing transactions were up 17 per
cent in 2014, more building permits were
issued and there was increased demand
for credit, especially for second-hand
sales. The recovery is expected to continue during 2015, with 2.7 per cent growth
in GDP, coupled with a new state funding

GGI member firm
Kovács Réti Szegheõ Attorneys at Law
Law Firm, Tax
Budapest, Hungary
Dr. Beáta Szegi
E: szegi.beata@krs.hu
T: +361 275 27 85
W: www.krs.hu
Kovács Réti Szegheő Attorneys at Law, established in 1992, is one of the oldest independent Hungarian law firms. It is active
in Hungarian, English, German and Italian
and operates over a wide spectrum within
the fields of civil and business law, for both
domestic and international clients. Kovács
Réti Szegheő Attorneys at Law has gained

programme that was announced by the
Hungarian Government with effect from
1 July 2015. The aim of the programme is

to disburse non-refundable state funding
for families with children to purchase a
home. The main development of the new
state funding programme is that no distinction is made between new and used
properties, and the allowance may also
be used for the renovation or expansion
of the applicant’s home or house.
The requirements of energy certification rating (A, A+) may positively stimulate the demand side on the new property
investment market too.

Dr. Beáta
Szegi

immersive experience in the fields of corporate law, mergers and acquisitions, construction law, real estate law, securities law,
bankruptcy law, labour and employment,
competition law and intellectual property
law.
Attorney-at-law and senior lawyer, Beáta
Szegi has more than 15 years’ experience

in the property market in Hungary and has
recently handled a number of successful
investment projects in real estate and construction, mergers and acquisitions (M&A)
and project finance. She became a legal
expert in European Business Law, in the
framework of the ELTE Institute of Postgraduate programme in 2013.

The Housing Market in Berlin

Recent developments,
legal framework and
investment opportunities
By Tilo Drebes
Since the fall of the Berlin Wall in 1989,
the city and its housing market have experienced quite a volatile development.

The years up to the middle of the 1990s
were euphoric, followed by a slump and
stagnation until around 2010. Since then,
prices have gone up again due to low
interest rates, money inflow from other

countries and the increased attractiveness of Berlin in general. Berlin currently
has 3.5 million inhabitants. Projections
of the population in the year 2030 vary
between 3.6 million and 3.9 million.

Demand for housing was much higher in recent years, which has driven prices up. New apartments vary between
EUR 3,600 to EUR 5,700 per m2 in price,
an increase of 57.8 per cent compared
with 2007. Prices of used apartments
even increased by 79.0 per cent in the
same period. Rents for used apartments
have increased by 46.6 per cent since
2007. According to the last rent survey
dated September 2014, they lie between
EUR 4.54 and EUR 10.88 per m2.
Legislation in Berlin is rather tenant friendly. As a landlord, you are not
allowed to increase the rent by more
than 15 per cent over three years. Moreover, rental agreements concluded after
31st May 2015 may only contain a rent
increase of a maximum of 10 per cent
in comparison with the rent according
to the survey. For example, if the comparable rent is EUR 6.00 per m2, the
maximum rent may not exceed EUR
6.60 per m2. This rule does not apply
for new apartments (as to this topic also
see page 7 of this edition). Investors are
therefore facing increased prices with
limitations to potential rent increases.
However, it should be noted that there
still seems to be potential for both prices
and rents in the future. In other German
cities such as Hamburg, Frankfurt and
Munich, both prices and rents are even
higher, not to mention the metropolitan
areas of London and Paris.

GGI member firm
AIOS GmbH
Wirtschaftsprüfungsgesellschaft
Steuerberatungsgesellschaft
Audit, Tax Accountancy
Berlin, Germany
T: +49 30 2849 87 214
Tilo Drebes
E: tilo.drebes@aios.de
W: www.aios.de
Tilo Drebes is a partner in the Berlin Office where he works. His focus is on audit
as well as technical and financial
due diligence services for real estate investors.
AIOS provides audit and auditrelated services as well as tax, IT

Tilo Drebes

and real estate consultancy services. AIOS
has around 40 employees.

Thomson Snell & Passmore LLP:

Challenging Relocation project
By Alex Lewsley

GGI member law firm Thomson
Snell & Passmore LLP advised Designplan Lighting Limited on its relocation
of its UK HQ facility within Kimpton
Industrial Estate, Sutton. The relocation was part of a major company expansion being executed by its Swedish
owners, Fagurhult Belysning AB, and

the new facility was one of the UK’s
first buildings to be awarded a BREEAM Excellent rating.
Commercial property legal advice
was provided by Senior Associate Alex
Lewsley, and construction legal advice
was provided by Consultant and Head
of Construction & Engineering Chris
Whittington.
Senior Associate Alex Lewsley said:

“Designplan’s relocation involved exiting an ageing mini-campus facility
which had been home for decades and
where its industrial and administrative
processes where split between different buildings and acquiring off-plan a
single 70,000sq ft purpose-built facility. Aside from resulting in a doubling
of its working factory space, enabling

...next page
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the streamlining of its business processes, the proximity to its former
home enabled Designplan to keep hold
of its highly skilled workforce. Indeed,
the highly skilled nature of its workforce had meant that the relocation
search parameter was limited to no
more than a one mile radius!
Involving a conditional development
agreement/agreement for lease, long
lease and associated property management and construction contract and
warranties documentation package for
the new site, and a mixed surrender
and limited-term lease extension documentation package for its old site, this
high value transaction demonstrates
Thomson Snell & Passmore’s breadth
of service offering.
Thomson Snell & Passmore is very
pleased to have played its part in securing this important once-in-a-generation move for our client”.

GGI member firm
Thomson Snell & Passmore
Law Firm
Kent, United Kingdom
T: +44 1892 510 000
Alex Lewsley
E: alex.lewsley@ts-p.co.uk
W: www.ts-p.co.uk
Alex Lewsley is a Senior Associate specialising in acquisitions and disposals of
commercial property, including portfolios,
for investment, development and/or owner-occupation; commercial landlord and
tenant work; commercial property aspects
of corporate acquisitions, sales, restructurings and refinancings; and property finance. The commercial property team has

Alex Lewsley

extensive experience advising institutional
investors, operating businesses and private individuals in such matters.
Thomson Snell & Passmore LLP is one of
the leading full service law firms in South
East England. The firm has over 100 lawyers, many of whom are recognised as
leading individuals by independent guides
to UK law firms.

NSW Strata Reforms –
Australia’s largest overhaul
By Marcus Andrews
& Erin Turner Manners
Property developers are set to benefit from moves by the New South
Wales (NSW) Government’s proposal
to reform strata laws, which will lower
the percentage required for collective
strata sales to 75 per cent, in line with
similar “collective sale” regulations
overseas.
Unlike in countries such as New
Zealand, Singapore, the United Kingdom and North America, Australian
states currently require 100 per cent
of owners to agree to the demolition
and redevelopment of their properties. These “collective sale” regulations have prevented urban renewal of
thousands of run down strata blocks

including undercapitalised, low-rise
buildings located within “best use”
high-rise zoning.
A number of other proposed reforms include flexible by-laws providing owners with more rights against
the misuse of visitor parking, fines
for repeat breaches of by-laws and
short-term letting. One of the most
significant reforms is the introduction
of a builder’s security bond for the
construction of high-rise strata buildings equal to 2 per cent of the contract
price of the building as a form of security to fix any defective work.
Development plans will be referred
to the NSW Land and Environment
Court for final determination. Complying developments will be approved if
the plan has been developed in good
faith, the terms of settlement are just
and equitable and owners have been
compensated for at least the market
value of their lot. The compensation
entitlements will be similar to the current compensation entitlements for
compulsory acquisition by government authorities.
If adopted, these reforms will provide a favourable development landscape for property developers and

GGI member firm
McCabes Lawyers,
Law Firm
Sydney, Australia
T: +61 2 9265 3230
Marcus Andrews
E: m.andrews@mccabes.com.au
Erin Turner Manners
E: e.turnermanners@mccabes.com.au
W: www.mccabes.com.au

Marcus Andrews

Marcus Andrews is the Principal of the McCabes property group. He has specialised
in all aspects of commercial property for
over 15 years, with a solid background in
strata law.
McCabes is a multi-disciplinary
law firm with significant experience in acting for international
clients and in cross-border transactions. With a focus on technical excellence, McCabes provides
astute and commercial legal solutions for its clients.

stimulate the current limited housing
supply. An increased availability of
highly sought after real estate in Syd-

Erin
Turner Manners

ney is also likely to attract further foreign investment.

Mr Lehmann goes to town
By Dr. Reinhard Nacke
Practice Group member Per Hansen
explained in the 4th issue of FYI Real
Estate, in an article headed “Mr Jensen goes to town“, how a sort of rural
exodus into the cities is taking place in
Denmark and other countries.
As a consequence, rents and purchasing prices for apartments in the
cities are rising dramatically. We therefore discussed how the different states
were dealing with this situation at the
Practice Group meeting in Cancun,
Mexico (on this topic, also see the
article of Martin Daesch and Olivia

Lamoureux in FYI, issue No. 5, as
to Berlin see page 4). The conclusion of the discussions in Cancun
and of the quoted article is that
countries like the United States
do not have any rent control at
all, whereas in other countries it
is nearly impossible to raise rents
during an ongoing tenancy. In Germany, raising rent during an ongoing tenancy is possible only up to
the local customary comparative
rent and limited to 20 per cent in
three years and in many big cities
it is limited to 15 per cent in three
years.
...next page

GGI Real Estate Newsletter | No. 06 | Autumn 2015

7

8
Since 6 January 2015, the Bundesländer (Federal States within Germany)
can limit the rental prices in certain cities, even where this concerns the start
of a new tenancy. In these cities, rents
stipulated in newly drawn-up rental
contracts must not exceed the local
customary comparative rent by 10 per
cent. The local customary comparative
rent is regularly determined by the cities in cooperation with the landlords
and tenants’ associations.
The new regulation does not apply
to apartments which were rented for
the first time after 10 January 2014,
which therefore includes newly constructed or still-to-be-built-apartments.
Several Bundesländer have already
applied the new regulation. When buying investment properties in these cities for rental purposes, it is necessary
to familiarise oneself with the local
customary comparative rent.

GGI member firm
FPS
Law Firm
Dusseldorf, Frankfurt, Berlin,
Hamburg, Germany
T: +49 211 302 01 50
Dr. Reinhard Nacke
E: nacke@fps-law.de
W: www.fps-law.de
FPS is one of the largest fully independent
German law firms with offices in Berlin,
Dusseldorf, Frankfurt/Main and Hamburg.
FPS currently employs over 110 lawyers and
notaries. One of the firm’s core areas of expertise is the entire range of
real estate law.
Dr. Reinhard Nacke was global
Chairman of the GGI Real Estate Practice Group and currently works as a partner at

Dr. Reinhard
Nacke
FPS in Dusseldorf. His areas of expertise
are mainly corporate, M&A, real estate and
tax law, very often in an international context. Among his clients are several global
players from different continents.

Current UK tax issues
for UK real estate
By Naomi Lawton
GGI member firm
Memery Crystal LLP
Law Firm
London, United Kingdom
T: +44 20 7242 59 05
Naomi Lawton
E: NLawton@memerycrystal.com
W: www.memerycrystal.com
Naomi Lawton is a senior associate in Memery Crystal’s tax department. She advises
businesses and individuals on a wide range
of direct and indirect tax issues, both in the
UK and internationally. She has advised on
business structures, corporate acquisitions, disposals
and reconstructions, real
estate and employment is-

Naomi Lawton
sues. Naomi also has particular expertise in
dealing with cross-border tax matters. These
include double tax treaty planning, holding
company structures, relocations and questions of residence and domicile.

The UK has seen considerable development over recent years in its tax
regime on UK property, particularly residential property held by non-UK residents and non-UK domiciliaries.
First, the rates for stamp duty land tax
(SDLT), which is payable by the buyer on
the purchase price of UK property, have
steadily increased over recent years for
residential property (now up to 15 per
cent). This is in contrast to commercial
property rates of SDLT which have stayed
at a maximum of 4 per cent. There was
another significant rise in the SDLT rates
for high-value UK residential property in
December 2014, and it is already having
an effect on the number of such transactions taking place.

Second, in 2013 the UK introduced
the “annual tax on enveloped dwellings”
(ATED) which is an yearly tax levied on
residential property held in a corporate
vehicle. The rates payable have recently
gone up. There are exceptions, but these
are not always straightforward.
Third, the new UK government announced this summer that, with effect
from 2017, any offshore company deriving its value from UK residential property
will now be subject to UK inheritance tax
(IHT) charges for non-domiciliaries. This
is a significant change in the law.
Fourth, there have been several
changes to the way in which non-resident
companies and individuals are taxed on

gains realised on the sale of UK residential property. The aim is to capture such
gains and tax them in the UK.
The significant inheritance tax change
does not come into effect until 2017. It is
hoped that that this unusual prospective
approach means that a period of stability
is to follow. There is therefore now time
to restructure.
It is also important to recognise that
non-tax benefits remain relating to the
holding of property through companies
or other entities. Privacy and separate legal personality is very valuable to some
investors. The administrative burden
and cost of dismantling existing structures will also be relevant.

Federal law prohibits
the possession of any
amount of cannabis (MJ)
By Richard Mario
Twenty-three states and the nation’s
capital, (DC), have legalised medical
MJ. Four states and DC have legalised
MJ for recreational use.
The federal government’s rules allow
banks to do business with MJ operations. The regulations require that the
banks acquire significant information
about the customers, vendors, staff and
business practices of MJ organisations.
Banks have declined. Consequently,
MJ operations have no banking relationships. Lenders will not loan to a
business whose income is from MJ operations. Neither the crop nor the inventory is acceptable collateral. Lenders will
not make a loan to purchase a building
that will be used for MJ operations.
Currently, the purchase can only be

...next page
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Richard Mario’s practice at Buckley Law
includes business, estate planning, and
real estate litigation. His practice focuses
on representing companies in all aspects
of real estate disputes, and he handles
all cases from simple to complex litigation with the focus
on the clients’ needs. Richard
has been the lead counsel on
several multi-million dollar
construction and development

Richard Mario
disputes and he engages in frequent land
use, road right of way, and title dispute litigation. Richard is a certified ski instructor.
He and his family enjoy skiing, mountain
bike riding, and camping.
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transacted with cash. Owners who rent
warehouse or retail space to MJ operations are taking extra risks, as the MJ trade
is still a federal crime. The federal government has taken the position that, if they
find MJ is going to the black market, they

may seize the buildings. Rent will be paid
in cash. Retail spaces also need expensive
added security.
It is common for other business
groups to lobby their local governments
to deny licences to MJ operations. They

want neither the business nor the customers in their neighbourhood. The common
expectation is that the stigma and federal impediments to the MJ business will
abate in the next five years. MJ operations
are continuing to start up and thrive.

“ACE”: Tax allowance for
equity financed investments
By Lodovico Comploj
In order to promote equity instead
of debt financing, the Italian government introduced a tax allowance in 2011
which, although applicable without any
sector restrictions, deeply affected the
Italian real estate sector. The allowance
is calculated as percentage of the lower
amount between the accumulated equity increase achieved by the company
since 31 October 2010 (or its first fiscal
year, had the company been incorporated after 2010), and the net equity at the
end of the current fiscal year. The per-
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Lodovico Comploj and Mattia Prevedello,
Certified Chartered Accountants, advise both
local and foreign real estate investors and
have broad experience in assisting foreign investment funds investing in Italy.
They are both fluent in German
and English.

centage varies from year to year: it was
3 per cent from 2011 to 2013, 4 per cent
in 2014 and will amount to 4.5 per cent
in 2015 and 4.75 per cent in 2016.
The allowance calculated for each
fiscal year can be deducted from the
taxable income, implying an implicit
tax discount of 27.5 per cent of the allowance itself. Should in one year the
allowance be higher than the taxable
income, then the excess allowance can
be brought forward and used in the following fiscal years.
The calculation of the allowance is
slightly different in the case of partner-

Lodovico Comploj

For over 30 years, Pichler Dejori Comploj &
Partner has been providing reliable and competent consultation on tax issues, business
management and corporate law for national
and international clients operating in several

ships (Italian “società di persone”).For
such companies the allowance is simply
calculated on the net equity at the end
of each year.
It is clear how this allowance can
positively impact tax expenditures of
real estate investors, increasing the attractiveness of the Italian real estate
market. After all, real estate companies,
above all investment vehicles, have implemented best practice strategies for
the funding of their projects with around
50 per cent of equity, and the real estate
sector is one of the most capital intensive within the Italian economy.

Mattia Prevedello

disciplines and with different legal forms.
Based in Bolzano, South Tyrol, Italy, the firm
is ideally located at the interface between Italian and German economic, legal and linguistic regions.

Property in Thailand:
a sound place to invest?
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With its year-round summer climate,
friendly people and a relatively low cost
of living, Thailand has become a soughtafter place to live.
Despite increased supply, average
condominium prices have gone up by
over 50 per cent since 2009.1 Yet, at
an average of around USD 3,500 per
m2 (about EUR 3,200) for a city-centre
apartment, Bangkok still represents relatively good value (see chart).2
Rental prices are also up: annual yields
for Bangkok apartments range from 4.9
per cent to 8.5 per cent,3 with the smaller
units bringing the greater returns.
Foreigners are currently finding Thai
property to be cheaper, as the Baht has
lost around 7 per cent of its value against
the U.S. dollar, euro and Swiss franc since

20‘000

Ba

By Paul Gambles

Average Prices per Square Metre for City-Centre Apartments as of June 2015 (USD)

March this year. However a prolonged
weak Baht may eventually cause greater
private debt and a property bubble.
That said, since the 1997 Asian fi-
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Paul Gambles is Co-founder and Managing Partner of
the MBMG Group and Director of MBMG Investment
Advisory. He has completed CFA Level 1 and he is licenced by the SEC as both a Securities Fundamental
Investment Analyst and an Investment Planner. He is
a member of Advisory Board of IDEA Economics.
MBMG Group was established in 1996 as a diversified
professional services practice and employs almost 50
specialists in advisory services, accounting and audit
services, insurance services, legal services, property
solutions and estate planning for clients in Thailand,
Singapore and throughout Asia.

Paul Gambles

nancial crisis, Thailand has become a
well-regulated, stable place to invest,4
especially in terms of inflation stability, strength of investor protection and
macroeconomic environment.5
Calculating the overall cost of buying property can be complicated: stamp
duty and specific business tax are based
on either the assessed or declared value;
whichever is higher. Added to that, the
buyer and seller each pay for their own
lawyer to handle the transaction.
Landlords pay an annual property
tax of 12.5 per cent of the assessed annual rental value. Money made from
rent is subject to a 5 per cent withholding tax, which can be credited to the actual income tax due. On sale, any gains
will be taxed at income tax rates.
Thailand therefore represents overall
good value for a place in the sun… for
now!
Bank of Thailand statistics
Figures from Numbeo.com
3
ibid
4
Recovery from the Asian Crisis and the
Role of the IMF, IMF 2000.
5
World Economic Forum’s 2014-2015
Global Competitiveness Report
1

2
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Renewable energies:
new legislation in Germany
concerning the EEG
By Dr. Carolin Klein
The amendment to the promotion
of renewable energy characterised the
year 2014 to a great degree. The Renewable Energy Act (EEG 2014) which
came into force on 1 August 2014 initiated the changeover to a new system for the promotion of renewable
energy. Unless the facility operators
are subject to specific exemptions,
operators of new plants are generally
required by EEG 2014 to sell their generated electricity through the electricity market.
The promotion is to compensate
eventual differences between possible
low market prices and standard remuneration rates via what is known as a
market premium or to establish incentives to receive additional revenues
even above the basic remuneration
granted by the promotion.
With respect to the fact that nonmarket mechanisms have a certain
impact on the market premium system, the 2014 amendment sowed the
seeds for a major EEG reform. From
2017 at the latest, a complete changeover to a tendering system, in respect
of the promotion of renewable energies, will take place.
The purpose of the tendering system is to create more flexibility and
competition in contrast to fixed remuneration rates. The aim is to determine the level of promotion through
a bidding process. In preparation for
the establishment of a tendering system for all regenerative energies on
a long-term basis, the legislator has
already initiated a pilot process for
open space photovoltaic units.
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What do wind power stations & golf courses have in common?

Undiscovered risks of long
lasting rental agreements
By Dr. Angelika Baumhof
& Christian Pflaeger
Estate operators often conclude
long-term rental contracts, which easily can exceed 30 years, to build wind
farms or golf courses. Risks under German law are often overlooked. How
can this be avoided?
Any rental contract grants a landlord
a statutory right after a 30-year period
to give ordinary notice which cannot
be waived. The agreed fixed term from
the point of the transfer of possession,
unilateral prolongation options and
automatic prolongations, for all applies the 30-year period. An appendix
can be drawn up to reach an agreement
on starting the 30-year period afresh.
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However, concessions may be required
to achieve this, if indeed agreement is
possible at all.

Further, rental contracts lasting
more than one year and any appendix
to it has to fulfil the strict written form
under German law. An obligation to
fulfil should be included in the rental
agreement, but is not binding for a new
owner of the estate.
Strategies to avoid these risks include a leasehold (although the notarial
deed required is very costly), usufructary rights (exclusive use of the estate
for golf courses) or limited personal
encumbrance (partial use of the estate
e. g. for wind farms). These rights can
be agreed upon for an unlimited period
and are not subject to the strict written
form under German law. If these rights
are first ranking in the land register
they are even insolvency-proof.
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and commercial law and contractual civil law.
She started her career as a judge at the District Court of Munich and as a prosecutor in
Munich. Since 1996 she has been a partner
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Expensive to ignore VAT
in real estate transactions?
By Steve McCrindle
Oligarchs may be able to ignore EU
VAT charges when buying real estate
property, but who else can?
If a business, a not-for-profit organisation or private individual, purchases
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or sells real estate property there is
usually a VAT implication, i.e. will the
buyer be charged VAT and is it right that
VAT is charged? If so, can the buyer recover it? If recovery is not possbile, can
something be done by the seller/buyer
to eradicate VAT from the transaction

Steve McCrindle
commercial focus and practical approach
ensures we help our clients build profitable
businesses and realise their ambitions. Visit
us at www.hwca.com

or reduce the amount chargeable?
In the UK, irrecoverable VAT can increase the cost of real estate property
by 20 per cent, increase the quantum
of stamp duty land tax charged and become a deal breaker for an otherwise
commercially acceptable deal.
A myriad of factors need to be taken
into account to determine the correct
VAT liability applicable to a transaction
and also, from the buyer’s perspective, if the VAT incurred can be recovered from HM Revenue & Customs
(HMRC). Getting it wrong can be expensive as HMRC can impose penalties in addition to recovering the VAT
in question.
There are zero-rate and reduced-rate
(currently 5 per cent) ‘reliefs’ available
in the UK for some real estate property
or construction transactions. In addition, streamlined structures may aid
VAT cash flow and funding requirements for businesses that cannot ordinarily reclaim VAT incurred on costs.
Whether this is possible or not will be
subject to the buyers own VAT status
and also the intended use of the real
estate property after purchase.
In conclusion, ignoring the VAT implications of real estate transactions
could be a costly business.

Real estate taxation: the
current situation and future
developments in Italy
By Claudio Ceradini
Real estate (RE) taxation in Italy is
probably one of the most complex in
the global fiscal system. However, the
key points are not so different from the
rest of Europe., We have VAT/register
tax rules for RE assets on sale/purchase, RE profit taxation rules for companies and individuals and RE property
taxation.
Depending on many different circumstances, VAT of 0 per cent all the way to
22 per cent may apply.. Profit taxation is
completely different for companies and
individuals. At the moment, corporate
taxes of 27.5 per cent IRES plus 3.9 per
cent IRAP are levied against the prof-
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its of RE companies . Individuals, both
resident or not in domestic buildings,
pay personal taxes dependant on their
global revenues (article 67 of the Italian Fiscal Code). Only sales of residential buildings owned for more than five
years are tax free. Finally,an RE property
and service tax applies to RE. This runs
from 0.7 per cent to 1.4 per cent of a
building’s value, depending on the specific local administration’s decision.
However, in Italy more than in other
countries, real estate is typically the concern of individuals rather than companies. Italians usually prefer to own their
property rather than rent. This is due to
RE valuations and transactions applied
from 2000 (Italy has experienced two

similar, albeit not quite as severe, situations in the 1970’s and in the 1990’s)
which had grown by 2008, when the
marketcollapsed rapidly, deeply affecting both market prices and the financial
situation of RE companies.
The Italian government is therefore
planning to remove a large part of property taxes by the end of the year, especially those related to private houses,
by the end of this year in order to help
the RE sector. This policy should help to
restart the residential RE market, with
prices expected to rise over the next 24
months.
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Purchasing farmland
in Paraguay
By M. Yolanda Pereira Z.
& Antonio Villa Berkemeyer
Paraguay has excellent land for agriculture, forestry and cattle rearing at
relatively lower prices in comparison
with neighbouring countries. This has
attracted many investors. The acquisition of land is open to foreigners except for the restriction that the border
security law imposes on nationals or
companies from neighboring countries, Argentina, Bolivia, Brazil. It prohibits ownership of land within fifty kilometers of the border. The restriction
may be waived by decree on public interest grounds.
Transfer of ownership must be effected by notarial deed and recorded
with the Public Registry of Property. Ti-
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tle clearance and tax certificates must
have been obtained prior to drafting
the deed. In addition to these formal
requirements, conducting due dili-
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clude the general law practice areas of
M&A, commercial transactions, corporate
finance, joint ventures, employment, energy & telecommunication, IT law, immigration, environment, franchising, licencing,
agency and distribution law. Furthermore
the firm has been recognised over the
years for its excellence
in the area of Intellectual Property such as,
inter alia, registration
of trademarks, domain

gence of the documentation is key to
ensure that there are no flaws in the
history of the title or restrictions on
land use.
Unless agreed otherwise, notarial
fees and transfer costs will be divided
equally between buyer and seller. On
transfer, VAT and income tax will apply. Land tax is assessed on the fiscal
valuation per hectare, the general rate
being 1 per cent. An additional rate according to a sliding scale up to 1 per
cent applies to large properties.
By far the busiest market is urban development, followed closely by
deals for agricultural and cattle rearing
farmlands. Real estate has performed
impressively over the past few years,
exceeding the returns of many other
investments.

Antonio
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names, patents and designs, copyrights
and copyright procurement, licencing,
franchising, technology and biotechnology
agreements, as well as enforcement and
litigation before administrative, civil and
criminal courts, and coordinating steps nationally and internationally.

Changes to Australia’s
foreign investment landscape
By Elizabeth McDonald
Foreign investors in Australian real
estate will need to ensure they comply
with a raft of changes to Australia’s
foreign investment framework, while
the signing of the China and Australia Free Trade Agreement expands opportunities for Chinese investment in
Australian property.
The Australian Government has introduced significant reforms to its foreign investment framework, including
changes to the regulation of Australian real estate ownership.
Foreign private investors now need
approval to acquire rural land valued
at over AUD 15 million, a significant
drop from the previous threshold of
AUD 252 million. This applies to the
cumulative value of rural landhold-
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ings, meaning even small investments
could still be scrutinised. Higher
thresholds exist for certain free trade
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firm with significant experience in acting
for international clients and in cross-border
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partner countries.
In addition, foreign investors must
now register all Australian agricultural
landholdings with the Australian Taxation Office.
The Government has increased its
focus on enforcement and has forced
some foreign investors to sell residential properties. An “amnesty” period,
ending on 30 November, has been established to encourage the voluntary
disclosure of inadvertent residential
real estate investment breaches.
Despite the changes, the Treasurer
has announced that Australia is still
“open for business”.
Another development has been
the signing of the China and Australia Free Trade Agreement in July 2015.
This coincides with China becoming
the largest country for approved investment in Australia last financial
year. Australia has retained the right
to impose the AUD 15 million threshold on private Chinese investment in
agricultural land, while the threshold
for direct investment in developed
non-residential commercial real estate will be AUD 1,094 million.
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