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There have been some dramatic
changes in the economy since the
last edition of our Privately Held
Business (PHB) ezine “Foinse
Feasa” or “Fountain of
Knowledge”. In this Summer issue
we focus on the impact of some of
those changes as they impact on
you in the running of your business.

From an Irish PHB perspective the
fact that world stock markets rose
by 12% in April 2009 and a further
6.1% in May 2009 has little impact
on the real economy. Latest
indications forecast that economic

growth will not return until 2011 at

a modest rate of 1% and this
growth will be export led.

For those companies that are
strategic and aggressive, economic
malaise can present a golden
opportunity to cement long-term
advantage over competitors with
weaker corporate practices and
strategic ambitions.

We are whete we are. The
challenge now is to focus on where
we want to be and how to get

there.

“You never want a serious crisis to go to waste. And what I

mean by that is an opportunity to do things you could not do

before.”

Rahm Emanuel

With proper business planning,
growth strategies and productivity
gains achieved now should drop
directly to the bottom line when

the recession is over.

Should you wish to discuss any of
the matters addressed, or any other
financial matters, please do not
hesitate to contact any of the
contacts listed or your primary
Grant Thornton contact.

Patrick Burke
Partner
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Business planning

In our previous edition we noted
the importance of business
planning and ensuring that the
business strategy chosen was
appropriate to the business. The
International Business Report
(IBR), carried out by Grant
Thornton, revealed that product
innovation is seen as the most
successful initiative for boosting
profitability by the world's
privately held businesses.

With the above in mind there are
a number of matters that should
be carefully considered by you
regarding your business for the

coming years.

Grant Thornton has the following
advice for businesses wanting to

plan ahead:

* stress test your plan by trying out
different scenarios to assess the
potential impact of changing
market conditions on your

business;

analyse worst case scenatios by
modelling potential impacts on
profit and loss, balance sheets

and cash flows;

develop contingency plans to
enable flexibility if circumstances
change;

examine competitors strengths
and think carefully about how to
exploit weaknesses; and

communicate the plan and tie in
employee remuneration and
incentives to successfully achieve

your objectives.

Whilst product innovation was
noted in the IBR as the initiative
that helped profitability most,
cost cutting and pricing strategy
were the next most popular. Itis
quite easy for you, as a business
ownet, to cut back on
innovation/research and
development spend in times of
economic distress as the merits of
such expenditure will not become
apparent for, possibly, an
extended period of time.

Director risks

Therefore in times of economic
difficulty, such as we now face,
business owners should strongly

consider:

* secking new opportunities
created by the effects of the

economic crisis

ring fencing resources for
innovation/research and
development

tailoring existing products and
services to current marketing
conditions

* being open to ideas.

Retention of title

Pensions Contacts

“Sun comes up on
another day but things
are not the same as
yesterday....through the
darkness I see the light
Life is not what it used
to be. We stand united to

face our destiny."

Bruce Springsteen
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Income levy increases received
the most media attention
following the recent
supplementary budget. However,
from a tax planning perspective it
is those matters that were left
relatively unchanged that should
be given greater attention prior to
the next budget.

The Budget speech gave clear
indications that future tax
increases and the removal or
reduction of various tax reliefs are
imminent. These changes can be
expected to commence in Budget
2010 which will be presented in
December 2009, by which time
the Commission on Taxation will
have reported. In view of the
proposed changes, and in
particular the signalling of a
future focus on taxing capital
assets, taxpayers would be well

advised to avail of the tax reliefs

on capital assets before they are
withdrawn or diminished.

What do I do?

* if you are considering passing on
your business to the next
generation in the next few years
it may be appropriate to consider
accelerating the process to 2009
and having this effected prior to
the budget. In this way the
benefit of any capital reliefs still
available can be utilised.

where you have personal assets
that will eventually be passed on
to your children you should
consider doing so now and,
where relevant, receive the
benefit of the Capital
Acquisitions Tax off-set against
Capital Gains Tax.

while the rate for Capital Gains
Tax increased to 25% in the
budget you might still consider
cash extraction opportunities, (if

you are in the lucky position to

Director risks

Retention of title

have cash in a company) before
the end of 20009.

As with all tax related matters, the
sooner the plan is commenced the
better. The level of cash-flow
available to carry through the
above transaction(s) may be a key
determinant in some cases but it is
certainly prudent to review matters
as early as possible in conjunction
with your advisors.

Pensions Contacts

“We need to broaden our
tax base so that everyone
makes a contribution.
We will remove
unjustified reliefs and we
will ensure that capital is

taxed in a fair manner

»
.o

Brian Lenihan
Minister for Finance
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Being a director — the risks

As can be seen from the statistics
outlined in the table below there
has been a dramatic increase in
both 2008 and the first 4 months
of 2009 on the number of
companies becoming insolvent or
seeking court protection from
creditors.

I am a director or a company.
How do I protect myself?

A director is an officer of the
company and has duties to the
company under both common
law and statute, specifically the
Companies Acts. A director must
always discharge his or her
powers in good faith and in the
best interests of the company.

In circumstances where the
finances of the company are
precatious, it is important that full
and detailed financial information
is available to enable all of the
directors to take appropriate

decisions in relation to the
continuing viability of the

company.

It is a common mistake for
directors, in a situation where they
are facing liquidation, to prolong
the agony by continuing to trade in
the hope that the fortunes of the
company will turn around.
Directors need to be very careful
that, by continuing to trade, they
do not increase the level of
indebtedness of the company.

If they do and the company does
go into liquidation, there is a
danger that the directors could be
made personally liable for these
losses. If you feel thete is a risk of
this happening, decide whether or
not you want to remain on as a

director.

The following steps should be
taken immediately:

* ensure the books of account are
maintained and up to date;

ensure that directors’ meetings
are convened as regularly as
necessary, given the financial
position, and that all financial
information is available;

* if you have concerns which you
feel are not being shared or taken
seriously by the other directors,
voice these concerns and make

sure that they are minuted; and

if you feel that by remaining on
as a director of the company,
your own reputation and
credibility is likely to be
compromised, you will have to
consider whether to resign as a

director.

5 months to
May 2009
Insolvencies 589
Examinerships 28
Receiverships 65
Creditor 448

Liquidations

Pensions Contacts

“The error of optimism
dies in the crisis but in
dying it gives birth to an

error of pessimism."

A.C. Pigou
Year 2008 Year 2007
773 363
62 30
57 11
568 286
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What is it?

Retention of title is where a
supplier retains the contractual
right to take back the goods
they supply to protect from a
putchaset's insolvency. It is
done by means of a clause
inserted in many commercial
contracts. Under the clause, if
propetly drafted, the

supplier retains title to the goods
in question until paid, which
means the goods are not
propetly owned by the
purchaser. If the supplier is not
paid, he has the right to take
back his goods.

Why is retention of title
important?

Retention of title is important in
that it allows a supplier to take
back goods if the company they
have supplied becomes
insolvent. If there is not a
retention of title clause in the
contract then the supplier

becomes a creditor of the
insolvent company and ranks
alongside all other creditors for
payment.

How do I go about getting
my goods back?

Normally a retention of title
claim will only be exetcised
when it is clear that the
company is insolvent. This
means that the supplier, relying
on the retention of title clause,
will inform the liquidator or
receiver of his right and provide
the liquidator with the backup
information to support the
claim.

Once you are aware that the
company is in difficulty you
should seek assurances that they
have retained the goods and
have secured them.

Director risks

How do I know if the
purchaser is in difficulty?
Obviously if they don't pay their
bills on time this is an indication
that there may be difficulty.
However, usually the first
confirmation that a trader gets is
when they receive notice of a
creditors meeting. When that
happens it is important that you
write to the liquidator or
receiver immediately or call to
see them looking to enforce

your retention of title claim.

In summary

Given the difficulties many
companies are facing at present,
particularly with cash-flow, it is
important to ensure there is a
written retention of title clause
in place which your customer
has signed up to. If you do not
have such clauses in place for
your business, consideration

should be given to implementing

Retention of title
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such a clause with immediate
effect.

"If you think nobody
cares if you're alive, try
missing a couple of car

payments."

Earl Wilson
American Athlete
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Privately Held Business
Patrick Burke

T +353 (0)1 6805 650
E patrick.butke@grantthornton.ie

Bernard Doherty

T +353 (0)1 6805 611
E bernard.doherty@grantthornton.ie

Colin Feely

T +353 (0)1 6805 616
E colin.feely@grantthornton.ie

Brendan Foster

T +353 (0)1 6805 945
E brendan.foster@grantthornton.ie

Turlough Mullen

T +353 (0)1 6805 605
E tutlough.mullen@gtantthornton.ie
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Frank Walsh
T +353 (0)1 6805 607

E frank walsh@grantthornton.ie

Grant Thornton Financial Counselling Limited

Oliver O'Connor

T +353 (0)1 6805 679
E oliver.oconnor(@grantthornton.ie

Conail Flynn

T +353 (0)1 6805 742
E conail flynn@grantthornton.ie

Grant Thornton Financial Counselling Limited is regulated by
the Financial Regulator.
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Dublin - 24-26 City Quay, Dublin 2.

T +353 (0)1 6805 805 F +353 (0)1 6805 806 E info@grantthornton.ie
Limerick - Mill House, Henry Street, Limerick.

T +353 (0)61 312 744 F +353 (0)61 317 691 E info@grantthornton.ie
Newbridge - Suites 3&4, Courtyard House, Newbridge, Co Kildare.

T +353 (0)45 449 322 F +353 (0)45 449324 E info@grantthornton.ie

This briefing is provided for general information purposes only and is not
a comprehensive or complete statement of the issues to which it relates.
It should not be used as a substitute for advice on individual cases.
Before acting or refraining from acting in particular circumstances,
specialists advice should be obtained. No liability can be accepted by
Grant Thornton for any loss occasioned to any person acting or refraining
from acting as a result of any material in this briefing. Grant Thornton,
Irish member of Grant Thornton International, is authorised by the
Institute of Chartered Accountants in Ireland to carry on investment
business. www.grantthornton.ie. © Grant Thornton 2009. All rights
reserved.

Visit our website Exit
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