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Recessioné
The Seven Cs of Business Recovery

‘r Managing Partner, Neil Hughes, previews his new book, to be

1. Counsel

At an early stage, it is very impor-
tant to be able to seek counsel and
take advice. A director, owner or
manager at the helm of an insolvent
business is in a pressure cooker
environment. When the wolves are
at the door it is nearly impossible to
make correct decisions. It is vital
that somebody with fresh eyes
looks at the business from an
independent and dispassionate
perspective.

2. Communication

In essence, the business owner
or manager struggling to meet
financial commitments must
endeavour to deal with their lenders
and creditors as openly and
honestly as possible. You will be
amazed at the goodwill that such a
policy can generate. The ability to
effectively communicate your
current and projected financial
position is vital in gaining the time
necessary to bring about the
recovery of your business. When
you cannot give your creditors pay-
ment within terms, give them the
courtesy of the truth.

3. Cooperation

Any recovery plan that does not
have all staff members completely
behind it is doomed to fail before it
starts. The forthright communication
required for your bank, the Revenue
Commissioners, and your other
creditors is even more important
when dealing with your staff and
co-workers. Unless the business
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and all its stakeholders pulls
together, there is little chance of
recovery. Adopting a positive
attitude is one of the primary duties
of owners and managers, as the
tone for everything the business
does is set from the top down.
Generally, | have found that if
workers are brought into the
confidence of the management and
given the truth of how serious the
problems really are, they will rally
around the ‘company flag’. In my
experience this can make or break
the prospects of recovery.
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4. Clarity of Purpose

Clarity of Purpose is all about
tearing up your old business plan,
which is unlikely to have taken
account of or made provision
for recession. Re-imagine your
business. Correct course, strike a
new position, and recapture your
entrepreneurial spirit. Any business

that does not continually innovate is
doomed to fail. Do things better: by
doing them differently.

5. Costs

Cost control is the fifth key require-
ment for business recovery. Be
aware of the effectiveness of cost
cutting measures for a business
trying to survive in an environment
of diminishing sales, reduced
access to credit and tightening
margins.

6. Cash

The new reality is that cash control
and credit controllers are now the
key to businesses trying to keep
their doors open. During a boom
period it is the sales people that are
often the heroes of the organization,
but the heroes in a recession are
the credit controllers who quietly
work in the back offices bringing in
the money. It is a lack of cash that
causes many businesses to fail in a
recession, not a lack of profits.

7. Customers

The golden rule of trading through a
recession is looking after your
customers. If you don'’t, then some-
body else will, and probably at a
cheaper price. The business owner
or manager must continually ask if
there is anything else they can do
for their customers or clients. When
you receive a complaint you should
treat it as a gift: it is free advice on
how to make their business better.
When a competitor tries to undercut
you, it is your relationship with that
customer that is your safety net.
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European Growth Account
A bespoke investment for clients of Hughes Blake

Conor Hughes, Director, Private Client Wealth Management

Deposit rates are coming down rapidly. In 2009 many clients enjoyed rates
of up to 5.25% for 1 year. With the economy actually deflating during that time
this represented a real return of over 9% with full capital security.

However, these unusual circumstances are now coming
to an end. The best rate available for 1 year at the
moment is 3.6%. Rates for longer terms than this are
lower still, suggesting that deposit rates are likely to drop
further. Investors who require 100% capital protection
will have to look beyond term deposit accounts in an
attempt to achieve returns likely to beat inflation.

With this in mind Hughes Blake has sourced an invest-
ment tailored specifically for Hughes Blake clients who
require full capital protection. Investors will receive 100%
in any rise in the Dow Jones Eurostoxx 50 Index over 5
years and there is no limit to the potential return that can
be achieved. This investment is the only investment
presently available on the market that offers 100%
unlimited participation in one underlying asset while
providing 100% capital security at maturity.

The Eurostoxx 50 Index captures the performance of 50
blue-chip sector-leading companies in the Euro-zone.
The Index is quoted daily in national newspapers so
investors can easily monitor progress of the Index over
the term of the investment. For example, the price move-
ments of the 50 companies are listed regularly in the
Markets section of the Irish Times. The index is
re-balanced daily and a clear methodology is used to
review company selection annually.

At time of print the index is 2,631.64. Although stock
markets have made a strong recovery since the lows
reached in March 2009 the index is still significantly
below its recent peak of over 4,500 in January 2008. The
50 companies that comprise the index make up over
60% of the total Euro-zone stock market. The index was
chosen because European stock markets have the po-
tential to perform strongly as the Euro-zone emerges

from recession. In addition to this, the companies are
among the largest in the world with exposure to potential
growth in emerging markets, particularly in Asia.

100%

capital protected at maturity

100%

participation in any rise in the
Dow Jones EURO STOXX 50 Index

6 year term

with no limit on the potential
retum that may be achieved

Offer ends:

5 March 2010

May close early if fully subscribed

The closing date for applications is March 5" unless fully
subscribed before then. The investment commences on
March 12th. A 3% deposit rate is available from the date
funds are invested until March 12". The minimum invest-
ment is €20,000.

For further information please contact Conor Hughes at
01 669 9999 or 086 827 4001.
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Recent Tax Developments

Tax Director

New legislation, referred to as the VAT Package, has been agreed between EU
Member States resulting in significant changes to VAT rules as from 1 January

2010.

Significant Changes to VAT from 1
January 2010

The main changes which came into operation on
1 January 2010 include the following:

(1) changes to the place of supply rules on cross border
services;

(2) changes to cross border refund procedures, and;

(3) new compliance requirements (VIES statements for
intra-Community supplies of services and the
requirement for monthly VIES statements for goods).

Revenue

Irish Tax & Customs

(1) Change to place of supply rules

Prior to 1 January 2010, the supply of a service to an
EU business customer (B2B) was subject to VAT in the
country in which the supplier was established. This was
subject to some exceptions for example the supply of
Fourth Schedule services such as accounting and legal
were taxed where the customer was established
(reverse charge).

With effect from 1 January 2010 the place of supply for
VAT purposes will depend on whether the customer is
a business customer (B2B) or other consumer (B2C).

Supplies to business customers (B2B) will be taxed
where the customer is established. In such a case the
customer should account for local VAT under a reverse
charge basis. For supplies to other consumers (B2C),
the place of supply is where the supplier is established.
Please note that there are a number of exceptions to
these rules e.g services connected to property.

We recommend that you review how you are now
accounting for VAT on both the supply and purchase of
services from abroad to ensure that the correct VAT
treatment is being applied as from 1 January 2010.
Please note that these changes also impose certain
obligations on you with regard to collection and retention
of certain information about your customer. Should you

require advice on this matter, please do not hesitate to
contact us.

(2) Change to cross border refund
procedures

Prior to 1 January, the procedure for claiming VAT
incurred in other EU Member States was provided for
under the EU 8" Directive. This procedure was slow,
costly and cumbersome as it involved making a refund
claim to the relevant tax authorities of the country in
which the VAT was suffered. It would generally take up
to 6 months or longer to obtain VAT refunds.

With effect from 1 January 2010 a new system is in
operation. Businesses are no longer required to file
individual VAT refund claims in each Member State in
which they incur VAT. Instead, an Irish business will file
a single foreign VAT refund claim with Revenue
(separate from their normal VAT return) and the refund
claims will then be exchanged between the relevant EU
Member States.

These changes are very welcome for businesses.
Should you require help with any refund claim or require
further advice on this, please contact us.

3) New Compliance Requirements

With effect from 1 January 2010 Irish suppliers who
supply services to business customers in other EU
Member States will be required to submit a quarterly
VIES return detailing the value of the services provided
and the name and the VAT registration number of the
customer. Prior to 1 January only suppliers of goods to
other EU Member states were required to file such a
return.

The information included on these returns is shared
between the EU Member States’ tax authorities in order
to mitigate fraud.

This new requirement will create an additional compli-
ance obligation on traders who previously were not re-
quired to return such statements e.g. accounting, legal
and consultancy firms. It will also impact companies
who make inter group charges to group companies out-
side of Ireland e.g. management charges.
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You should ensure that any system changes necessary
to enable the recording and listing of supplies made to
VAT registered customers in other EU Member States
are now in place.

Furthermore, under the VAT package rules, a VIES
return is now required on a monthly basis for goods
unless the value of the goods is less than €100,000
per quarter (falling to €50,000 per quarter with effect
from 2012).

Electronic filing and payment of taxes
for certain companies becomes
mandatory

In 2008 the Revenue Commissioners made regulations
to provide for the mandatory electronic filing and paying
of taxes for companies over a period of time.

With effect from 1 January 2010, any company which
was required under any provision of the Companies Act
to append audited accounts to its annual return would
be caught by the mandatory e-filing provisions under
Section 917EA TCA 1997.

The wording of the regulations was such as could im-
pose mandatory e-filing requirement on companies
which you may originally think would be excluded. For
example, a late return made to CRO disqualifies the
company from claiming the audit exemption in respect of
the accounts attached to the particular return as well as
the following year’s annual return, even if the company
meets the other qualifying criteria for the audit
exemption.

As a result of the difficulties in identifying the companies
which did not qualify for the CRO audit exemption and
satisfied the larger companies criteria, Revenue decided
to relax its rules on this matter. On Friday 22 January
2010, Revenue issued an E-brief stating that mandatory
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filing now applies to the following companies with effect
from 1 January 2010:

. turnover greater than €7.3M; and
. number of employees greater than 50.

Revenue has clarified that companies required to submit
audited accounts to the CRO without meeting the
turnover and employee number criteria will not be
required to file and pay electronically under the
Regulations.

Taxes covered

This obligation to file and pay electronically applies to all
returns and taxes for which ROS regime operates
including VAT and PAYE. The first return due for any
company affected by these Erovisions will be the P30
which is due to be filed by 14! January.

Failure to pay and file electronically will result in a
penalty of €1,520 per failure.

High Income earners i minimum
effective tax rate 30%

Certain restrictions are in place since 2007 which limit
the use of specified tax reliefs by high earners. The
provisions required that those earning in excess of

U500, 000 must pay an effecti

on their income. Individuals earning between €250,000
and €500,000 were affected on a graduated basis.

Budget 2010 announced changes to these provisions
which will result in an increase in the effective tax rate
from 20% to 30%. In addition the entry point to which
the restriction will apply will be reduced from €250,000
to €125,000 with the full restriction applying to those
earning in excess of €400,000 per annum.
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