
B U S I N E S S
MONDAY, JANUARY 4, 2016

LONDON: Two more investment banks
have reported paying zero tax in Britain in
2014, prompting the opposition Labor
party to urge the government to reverse a
tax change it made for banks last year.
Citigroup and Credit Suisse disclosed in
the past fortnight that their main UK sub-
sidiaries paid no corporate income tax in
2014, the most recent year for which fig-
ures are available. This means seven of the
10 biggest foreign investment and com-
mercial banks operating in Europe’s main
investment banking centre have said their
main British arms paid no tax in that year.

In total the 10 banking groups gener-
ated over $40 billion in fees in Britain in
2014, reported $6.5 billion in profit and
employed almost 50,000 people. But
they contributed just $205 million in cor-
porate income tax. “These are damning
findings that make a real mockery of the
government’s approach to taxation of
the financial sector,” said John McDonnell
MP, the opposition Labor party’s shadow
finance minister.

The other five banks, as reported by
Reuters last month, are JP Morgan Chase
& Co, Nomura Holdings Inc, Deutsche
Bank AG, Bank of America Merrill Lynch
and Morgan Stanley . All declined to
comment. There is no evidence that they
broke any tax rules.

Most companies engage in tax plan-
ning to manage their bills, and banking
lobby groups say corporate income tax is
just one of many taxes the investment
banks pay - Britain benefits richly from
income taxes on bankers’ bonuses. “The
government believes it is crucial that the
banks make a fair contribution to restor-
ing stability to the public finances and
has taken important steps to ensure they
do this,” a spokesman for the finance min-
istry said. The tax authority said it ensures
that all businesses pay tax due under
British law, but declined to comment on
the banks.

BANK LEVY
In July, following pressure from banks

which threatened to move operations
from London, Finance Minister George
Osborne said he would halve a levy
banks must pay as a percentage of their
assets, and he would restrict the base on

which it is calculated.
At the same time he increased the tax

rate banks must pay on corporate
income, to 8 percentage points above
the standard rate. Tax experts say corpo-
ration tax is easier to avoid than the bank
levy.

McDonnell said the figures showed
Osborne was already pursuing a “soft
touch” approach. “This report should be
setting off alarm bells at the Treasury and
he should be reversing his decision on
the bank levy immediately,” he said. Tax
avoidance has become a hot political
topic in Britain after revelations in recent
years of profit shifting by big groups
including Apple Inc. and Amazon.com.
Last year, banks were required to disclose
how much tax they have paid on profits
generated country-by-country. On Dec.
31, Citigroup said that its two main UK
subsidiaries had a combined profit of
$308 million, but losses from the past
reduced the tax it actually had to pay to
zero.

Credit Suisse did not have a tax bill
because it reported a loss in Britain for
2014. The bank reports most of its
European profits in Switzerland, where
effective tax rates can be much lower
than in Britain. Of the 10 biggest foreign
investment banks measured by fee
income, only three paid corporate
income tax in 2014. Goldman Sachs
Group Inc paid $27 million in tax on $2
billion of profit generated by its London
arm, while Switzerland’s UBS Group AG
paid $4 million on $140 million in UK
profits. Both declined to comment. The
biggest taxpayer of the 10 was Paris-
based BNP Paribas, which paid $174 mil-
lion on $954 million profit generated by
its UK unit, which focuses on investment
and commercial banking.

“BNP Paribas is determined to do its
civic duty in the field of taxation,” the
bank said in a statement. It is not possible
to compare the contributions of British
banks including Barclays and HSBC,
because even though they have large
investment banking businesses, their
country-by-country reports also include
taxes paid on retail operations. Barclays
declined to comment and no-one from
HSBC was available. — Reuters
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NEW YORK: Companies around the
world spent a record $5.04 trillion on
acquisitions in 2015, according to
Dealogic, as slow worldwide economic
growth and low interest rates pushed
companies to combine forces.

Dealogic, a financial data provider,
says the value of global deals soared 37
percent in 2015. The highest price tag
came in November, when Pfizer and
Allergan announced the biggest phar-
maceutical deal in history.

Low interest rates since the Great
Recession have made it cheaper for com-
panies to borrow money to pay for
acquisitions, and because the global
economy only grew slowly this year,
companies decided it made more sense
to buy their competitors instead of try-
ing to boost their sales on their own.

Here are the 10 largest acquisitions
announced during the year:

Pfizer and Allergan
Pfizer, the maker of cholesterol fighter

Lipitor, impotence treatment Viagra and
fibromyalgia drug Lyrica, agreed to buy
Allergan in November. The $148.57 billion
deal would be the second-largest corpo-
rate merger ever. It would give Pfizer con-
trol of Botox and move the company’s
headquarters to Ireland, cutting its taxes.
Pfizer would also become the world’s
largest drugmaker in terms of sales.

AB InBev and SABMiller
The biggest beer maker in the world

wants to get even larger. The company
behind Budweiser, Corona and Stella
Artois agreed to buy the maker of Miller
Genuine Draft and Peroni for $105.56 bil-
lion in October. The move would expand
AB InBev’s business in Africa, Asia and
other key developing markets. As part of
the deal, SABMiller agreed to sell the
Miller brand to Molson Coors.

Royal Dutch Shell and BG Group
When Royal Dutch Shell agreed to

buy BG Group in April, oil prices had tak-
en a steep fall from their 2014 highs. But
they were going to get a lot worse. Oil
and gas company Shell agreed to buy
BG Group for $69.83 billion to expand its
liquid natural gas business. Natural gas
prices have tumbled since then, and in
December they reached their lowest lev-
els in 16 years.

Dell and EMC
In October PC maker Dell agreed to

pay $65.97 billion for EMC, which makes
data storage hardware and sells cloud
storage and security products. Dell’s per-
sonal computer sales have been weak
for years, but the company has been
expanding its software and service busi-
nesses. Dell was taken private in 2013 by
founder and CEO Michael Dell.

Dow Chemical and DuPont
Dow Chemical agreed to buy com-

petitor DuPont in a deal that will com-
bine two chemicals companies that
were founded in the 19th century. Both
Dow and DuPont were pushed by
activist investors to break up or find oth-
er ways to revitalize their businesses.
When the $62.38 billion deal closes,
Dow DuPont will make products includ-
ing Styrofoam insulation, Teflon coatings
and Nylon and Kevlar fibers. Dow
DuPont will then break into three sepa-
rate companies with more specific
focuses.

Charter Communications and Time
Warner Cable

Charter Communications agreed to
buy Time Warner Cable for $56.80 billion
in May, and it will also spend about $10
billion to buy Bright House Networks.
That will make Charter one of the largest
providers of TV and internet services in
the U.S. Cable provider Comcast tried to
buy Time Warner in 2014, but the US
government opposed that deal.

Heinz and Kraft Foods
One of the largest food companies in

the world was formed when H.J. Heinz
bought Kraft Foods for $53.83 billion.
The purchase, which was announced in
March and closed in July, brought
together brands including Oscar Meyer,
Capri Sun, Ore-Ida, Maxwell House, Kool-
Aid and Heinz ketchup. The tie-up was
engineered by Warren Buffett’s conglom-
erate Berkshire Hathaway and Brazilian
investment firm 3G Capital.

Anthem buys Cigna
A wave of health insurance combina-

tions swept the market in July as Anthem
announced it would buy Cigna for
$51.93 billion just after Aetna said it
would buy Humana for $35.04 billion.
Anthem is the second-largest US insur-
ance company in terms of enrollment,
and Cigna is fourth. The combined com-
pany would cover almost 50 million peo-
ple. Anthem sells health coverage to
individuals and employees of small busi-
nesses and serves Medicare, Medicaid

and federal employees. Cigna sells group
disability and life insurance in the US and
has an international business.

EBay spins off PayPal
Online commerce giant EBay spun off

its payments system unit PayPal for
$49.16 billion in July. That was almost a
year after eBay announced PayPal would
become a separate company. Investors
value PayPal more highly than its former
parent, as PayPal has a market capitaliza-
tion of about $45 billion compared to
eBay’s $33 billion.

Teva buying Allergan Generics
Teva, an Israeli  company that is

already the world’s largest manufactur-
er of generic drugs, will get even bigger
by buying the generic drugs business of
Botox maker Allergan. Teva had been
looking to expand, as earlier in the year
it pushed to buy generic drugmaker
Mylan. It dropped that bid after agree-
ing to its $40.5 bil l ion deal with
Allergan. — AP

MIAMI: A Bank of America branch in downtown Miami. Bank and other
financial stocks ended 2015 modestly lower.  — AP

Venezuela cuts gas

export to neighboring

Colombia 

BOGOTA: Venezuela’s state oil company is temporari-
ly halting gas exports across the border to Colombia,
citing climate factors and the need to generate elec-
tricity, the Colombian Mining Ministry reported. The
ministry said that PDVSA notified it that supplies
would be suspended as of Friday because of “the
behavior of electrical energy generation due to cli-
matic variability.”)

A drought has been affecting the region, though it
did not specifically mention that.

An agreement between the two countries calls for
Venezuela to send 39 million cubic feet of gas per day
to Colombia, about 3 percent of Colombia’s supply.

The US Energy Information Administration says
that while Venezuela has enormous natural gas
reserves, second only to those of the United States in
the Americas, it’s been consuming more than it pro-
duces in recent years and has been trying to upgrade
its infrastructure.

The EIA said part of the gas is used to generate
power and 35 percent is used by the petroleum
industry, much of it to help production from mature
fields. Colombia in recent years has been a key suppli-
er of gas to Venezuela. — AP

HAVERHILL: Pepsi bottles are on display at a supermarket in Haverhill,
Massachusetts. Consumer staples stocks were up solidly in 2015. —AP

TORRANCE: The sign for the ExxonMobil Torerance Refinery in Torrance,
California. Energy stocks fell far more than the rest of the market in 2015 as the
price of crude oil plunged. — AP

ATHENS: Greece’s prime minister yesterday said
his government will not give in to “unreason-
able” demands as the debt-ridden country
braces for critical negotiations with international
creditors on the thorny issue of pension reform.
The warning came just days after Athens got
one billion euros under the terms of its third
bailout program.  

The creditors-the European Commission, the
European Central Bank, the International
Monetary Fund and the ESM-finalized a third
Greek debt rescue program in August worth 86
billion euros ($94 billion) after Greece looked to
be on the brink of crashing out of the eurozone.

“The creditors have to know that we are
going to respect the agreement to the letter, but
that doesn’t mean we are going to succumb to
unreasonable and undeserved demands,” Alexis
Tsipras told Real News newspaper.  

“We have no commitment to find the money
exclusively from pension cuts. On the contrary,
the agreement provides the option of equiva-
lent measures, which we have already
processed,” he said.  

He admitted though that the pension system
which is “on the brink of collapse” needs to be
overhauled.  The labor ministry is working on a
new social security system under which state-
guaranteed pensions will be reportedly cut by
half-to a minimum of 384 euros-and the rest will
depend on a person’s income and years of social
security payments.

“If we don’t face the problem of the social
security system today, in a year we won’t be able
to pay pensions,” the labor ministry’s seniormost
official, Andreas Nefeloudis, told Mega channel
TV yesterday. Tsipras’ leftist government was
forced in July to back down from its anti-austeri-
ty electoral pledges and accept a three-year res-
cue package from its eurozone partners.

The government has since July pushed
through parliament a number of unpopular
bailout reforms, losing in the process part of its
majority in the chamber due to defections.

In December, the government said it had

established a privatisation fund and planned to
sell a major stake in electricity distributor Admie,
the latest reforms sought by creditors.

‘Greece’s comeback’ 
Tsipras appeared optimistic for 2016 saying it

“will be the year of Greece’s comeback after six
year in crisis.” “We will return to growth, we will
put an end to the capital controls, we will reduce
the debt and we will return to the markets”, he
said.  Greeks however do not seem to share his
optimism.

According to a poll by Kappa Research for
Vima newspaper yesterday, 55.1 percent of
respondents said they believed things would

get worse in 2016 while 61.1 percent said a
Grexit scenario would resurface.  Bank of Greece
governor Yannis Stournaras meanwhile warned
of the huge risks involved in case Greece fails to
reach an agreement with its creditors. 

“A potential failure in the conclusion of the
assessment of the new bailout program will
bring back memories of the negative experience
of the first half of 2015,” he said in an article pub-
lished in Kathimerini newspaper yesterday. “For
a number of reasons the European Union is now
more vulnerable and less capable of facing a
new Greek  crisis,” he added.  Tsipras said the
government aimed to conclude with the negoti-
ations before the end of February. — AFP

Greece defiant on pension 
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BRUSSELS: Greek Prime Minister Alexis Tsipras speaks with the media after a meeting of euro-
zone heads of state at the EU Council building in Brussels.  —AP

ATHENS: Greece’s privatization agency
said yesterday it signed a 400 million
euro ($434.3 million) deal with Jermyn
Street Real Estate Fund to sell Astir
Palace, a luxury seaside resort outside
Athens.

Greece’s top administrative court had
blocked the sale of the Astir Palace
hotel complex in March, saying the
town planning scheme that Greece sub-
mitted violated Greek law as the con-
struction of a large number of residen-
tial buildings would harm the natural
and urban environment.

“Jermyn Street Real Estate Fund has
signed the new agreement to submit
the amended special zoning and spatial
plan for the development of Astir
Palace,” the Hellenic Republic Asset
Development Fund (HRADF) said. The
fund represents investors from Turkey,
Abu Dhabi, Dubai, Kuwait and other

Emirates.
The agency said the agreement

ensured that the fund’s development
plan for the resort was adjusted to the
court’s opinion. “The whole process is
expected to be completed within the
first half  of 2016,” HRADF said.  The
agency is expected to cash in about 100
million euros from the deal. The rest of
the proceeds will go to National Bank ,
Greece’s largest lender, which owns
about 85 percent of the resor t.
Privatizations have been a key condi-
tion of Greece’s international bailouts
since 2010 but its state asset sales
scheme has produced poor revenues
due to bureaucratic delays and lack of
political will.

So far, Athens has raised only about
3.5 billion euros from state asset sales
versus an original target of 50 billion
euros. — Reuters
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