YESTERDAY: Fine Gael communications spokesman Leo

Varadkar rejected calls for a new tax on mobile phone text

messages

http://breaking.tcm.ie/business

Business

XX1-V1

TODAY: Launch of Marketing Institute Commentary, Ireland’s

Innovation Strategy: Time to Make It Happen

Friday 08.10.2010

Business Desk: T: 021-4802259, 4802387 F: 021-4275477 e: business@examiner.ie

arish Examiner

Business Editor: Conor Keane

&

Goodbody

S TOCKIEROIKERS

Market falls as interest rates static

THE ISEQ index dropped

19.95 points to 2,719.77

yesterday. The ECB held rates at their record low level
at its regular monthly meeting yesterday. In the US,

new claims for unemployment benefits fell
near three-month low last week, pointing to
improvement in the struggling labour market.
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In the financial sector, AIB declined 3.8c to 40.7c. Bank
of Ireland added 0.3c to 68c. Irish Life & Permanent Group
progressed 7c¢ to €1.56, while FBD Holdings tacked on

10.1c to €6.59.

In the construction sector, CRH gave up 33.5c to €12.40.
Kingspan fell back 8.5¢c to €5.96, while Grafton Group

followed suit with a loss of 0.6¢ to €3.18.

In other news, Paddy Power said it sees multiple growth
opportunities in its British and Australian businesses. The

share price jumped 75.5¢ to end the session at €26.

64.

Corporation tax ‘may hit 17.5%’

by Brian 0’Mahony

IRELAND could yet be
forced to relinquish its
12.5% corporation tax rate
if it has to go to Europe for
financial assistance to deal
with the current debt crisis.

In that scenario “the
decision about retaining
the 12.5% corporation tax
may be taken out of Ireland’s
hands,” Bloxham Stockbro-
kers said in a note yesterday.

Within four years the bro-

kers said we cold be faced
with a figure of 17.5% if our
funding problems intensify.

That view is shared 1n-
creasingly among leading
EU ofticials.

“It’s a fact of life that after
what has happened, Ireland
will not continue as a
low-tax country but it will
rather be a normal tax
country in the European
context,” said EU Economic
and Monetary Affairs Com-
missioner Olli Rehn last

week. He made his remarks
after the Government dis-
closed that the bailout of the
banks would cost a massive
€50 billion.

However, Finance Minis-
ter Brian Lenihan promptly
rejected the commissioner’s
comments.

Mr Lenihan made it clear
that the corporation tax rate
will remain at 12.5%, adding
that it was a “cornerstone of
the Irish industrial policy”.

“Although Ireland may

try to resist the outside calls
to raise its corporation tax
rate for as long as possible,
we wouldn’t be surprised to
see the rate pushed up to
around 17.5% at some stage
over the next four years as
part of the fiscal consolida-
tion plan,” Bloxham said.

At this stage Ireland has
the lowest CPT in the
European Union except for
Bulgaria and Cyprus, which
apply a 10% rate of tax on
business profits.

From an Irish perspective
any moves to force a change
in the tax rate for business
would be seen by the Gov-
ernment as a breach of the
promises given at the time
of the Lisbon Treaty.

At that critical time for
Europe Ireland was given a
commitment that if it voted
Yes to Lisbon it would be
allowed to retain its highly
competitive CPT rate at
12.5%, despite the moves
to create a harmonised rate

across the EU in the interest
of fair competition for over-
seas investment.

The IDA annual report
said  foreign  companies
accounted for €110bn or
70% of total exports in
2009.

It accounted for 300,000
jobs and a further 100,000
indirect jobs. International
statistics show the Irish
economy is more heavily
reliant on FDI than any
other European economy.
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of Europe with 92% of
German companies hiring
and 64% in France.

More than half of Irish
respondents now think
that the global downturn
is over the worst or that
the end is less than nine
months away.

In Ireland just 2% think
the economic downturn is
over compared with 16%
in Germany.

The majority of Irish
respondents are not ex-
pecting pay increases over
the next year with three
out of five expecting that
pay will stay the same or
fall.

A third said that their
companies are performing
better than 12 months ago.
“Local, international and
multinational ~ employers
must be encouraged by the
fact that 59% of respon-
dents in Ireland are
expecting no change in
their salary or a pay cut in
2011,” said Mr Brosnan.

Fergal Brosnan: Some 59%
expect no pay cut in 2011.

WORLD’S YOUR OYSTER

Minister for Communications, Energy and Natural Resources Eamon Ryan at the launch of Globe Forum 2010. The
flagship conference where innovators and investors can connect, takes place in Dublin on November 17-18.

Firms get paid for using electricity as
wholesale prices in negative territory

by Geoff Percival

A NUMBER of companies
were effectively paid for
using electricity last month,
when for the first time
wholesale electricity prices
fell into negative territory.
Since the creation of the
all-island  single electricity
market in 2007, wholesale
market prices for electricity
have been set on a
half-hourly basis. One of
those half-hour periods —
on the night of September
21 — saw a once-off drop
into negative territory in

prices; with the wholesale
costs being measured,
briefly, at minus €88 per
MWh (megawatt hours).
This meant that certain
commercial electricity users
benefited from a payout,
depending on their energy
usage at the specific time.
The benefit would also
have only been seen by
customers of independent
business-to-business energy
supplier VAYU — as it is
the only supplier to include
the prospect of negative
wholesale price movements
into its customer price plan.

That price plan option,
according  to  VAYU'’
head of regulation Bryan
Hennessy, “was precisely to
exploit low and, in this case,
negative wholesale market
prices”.

While the negative price
shift will have a nominal
effect on customers (pay-
ments in the hundreds of
euro rather than anything
higher), it is the first time
negative pricing has oc-
curred and it could happen
more often; which will put
greater emphasis on how
well businesses manage their

energy consumption. Ener-
gy costs, for business, have
been consistently identified
as a critical issue for Irish
competitiveness.

However, suppliers
including the ESB, Energia,
Northern Ireland Electricity
and Airtricity — also bene-
fited from the price erosion
last month.

Last month’s price drop
is thought to have been
down to a combination of
lower-than-anticipated cus-
tomer demand and a higher
than normal wind energy
generation at the time.

LIT to create first
franchise centre

by Kerrie Kennedy

EUROPE’S first third-level
centre for franchise develop-
ment is to be established at
the Limerick Institute of
Technology (LIT).

The National Franchise
Centre will offer specifically
tailored  training  pro-
grammes to persons inter-
ested in taking up franchise
opportunities in Ireland and
abroad.

The centre, which will
initially support 10 jobs, has
secured up to €1 million in
funding from the European
Globalisation Fund to cater
for up to 100 former Dell
employees in the first pro-
gramme in January.

However, the programme
will not be exclusive to
former Dell employees and
expects to offer up to 100
places in two annual pro-
grammes, starting in January
and July each year.

The Franchise Accelera-
tion  Start-up  Training
(FAST) programme due to
run at the centre will pro-
vide business training on
all aspects of running or
managing a successful busi-
ness with a particular focus
on franchises.

LIT president Dr Maria
Hinfelaar described the es-
tablishment of the National
Franchise Centre as a huge
opportunity for people to
gain experience in manag-
ing a franchise.

“We are extremely excited

about the prospects for the
National Franchise Centre.

Typically, a franchise will
employ, on average, eight
people so with the level
franchise opportunities there
is real job creation potential
here as well.

“There is a significant in-
vestment in time and money
in franchises and many peo-
ple are unprepared for this
and the centre will reduce
the risk significantly. We
expect the programme to
have a very high success rate
and we see great potential
for this to be a franchise
learning hub not just for
Ireland but for Europe.”

Limerick Chamber of
Commerce president Kieran
MacSweeney  said  they
were delighted to support
the centre.

“Franchises represent real
opportunity, not least in the
current climate with many
people recently made re-
dundant looking for a fresh
start. The reality is that
80% of franchise companies
succeed in the first five years
whereas  80% of high
potential start-up companies
fail in the first five years,”
Mr MacSweeney.

“The choice of franchise
opportunities is endless and

not just based on retail
options. 7
The National Franchise

Centre FAST programme
will open for applications
for the programme in
November.

€40m Innovation
Fund aid for firms

by Geoff Percival

UP to €40 million in
venture capital funding is
poised to be pumped into
Irish businesses through a
number of funds.

Yesterday, Taoiseach
Brian Cowen announced
a significant expansion to
the Government’s Innova-
tion Fund programme that
will see the pan-European
venture capital company
DFJ Esprit invest €30m
here and establish a new
Dublin office — with the
money coming from the
National Pensions Reserve
Fund, as an incentive to
the company.

The fund was established
earlier this year as a way of
positioning Ireland as a
global innovation hub, by
attracting leading venture
capital firms to open
operations in Ireland and
provide fresh funding for
firms.

“These investments will
form part of our private
equity and venture capital

allocation. =~ They  not
only represent a strong
commercial  opportunity

for the fund, but also form
a robust first step for
Innovation Fund Ireland
in attracting high quality
venture capital managers

to Ireland,” commented
NPRF chairman  Paul
Carty.

DEJ’s chief executive

Simon Cook said that

the company has already
had success in the Irish
market and has identified
“the huge potential of
the country’s technology
companies”.

Meanwhile, the Enter-
prise  Ireland/InterTrade
Ireland venture capital
joint  venture, HBAN
Investor Syndicates (Halo
Business Angel Network),
has said that it has — via
four of its member investor
groups — up to €10m to
invest in promising new
businesses over the next
three years. HBAN added
that, over the course of the
last three months, it has
invested more than €1m in

various emerging Irish
companies.

“Private investor
syndicates are  playing

a critically important and
effective role in boosting
indigenous enterprise
developments; particularly
as other avenues of invest-
ment are more difficult
to access due to economic
conditions,” remarked
HBAN national director,
Diane Roberts.

She added: “The down-
turn has created significant
opportunities for private
investors, = where they
come together as syndi-
cates to invest in emerging
companies. These are
emerging  firms  with
intellectual property ready
to be commercialised or
already on the market.”
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No losses for
senior debt holders

Dublin: Finance Minister
Brian Lenihan has
reiterated that the
Government does not

plan to impose losses on
holders of senior debt at
any of the country’s credit
institutions, the country’s
debt agency said
yesterday. Mr Lenihan also
said any reorganisation of
subordinated debt would
apply only to institutions
which are not listed on

a recognised stock
exchange, are in 100%
state control and could not
survive in the absence of
total state support.

“There has been some
uncertainty among market
observers and participants
about the intended
treatment of subordinated
debt in issue from Irish
banks,” the National
Treasury Management
Agency said in a
statement. Ireland’s
financial regulator warned
against imposing losses on
senior bond holders hit by
the collapse of Irish banks,
but said that did not rule
out talks aimed at agreeing
a deal.

McNicholas joins
NTR board

Dublin: Renewable energy
group NTR has appointed
Michael McNicholas — the
group’s chief operating
officer — to its board, as
an executive director.

Mr McNicholas has been
in his current roles since
last February (he was
formerly a director at ESB
Energy International) and
has a particular focus on
NTR'’s solar, wind and
bio-ethanol interests.

Sisk works on

€300m contracts

Dublin: John Sisk & Son,
the construction arm of
the Sisk Group, has begun
work on high profile
contracts worth in excess
of €300 million in Britain
in the past nine months.

Sisk Group’s CEO Liam
Nagle said: “This market is
very important to SISK
Group and one in which
John Sisk & Son is doing
very well. We have had a
significant number of
recent project wins across
Britain and we have
redeployed 40 of our Irish
employees to support
them with the increased
workload.”

Blackrock wins

resolutions backing

Dublin: Blackrock
International Land said
that each of the
resolutions proposed at
its extraordinary general
meeting in Dublin
yesterday were approved
by its shareholders.

The resolutions related
to the company’s proposal
to change its name to
Balmoral International
Land plc.

Aer Lingus load
factor improves

Collinstown: Aer Lingus's
load factor in September
2010 improved by 3.5
points on September 2009
to 81.0%. Long haul load
factor was 81.8%, up 10.2
points on September 2009,
with capacity decreasing
by 15.5%. Short haul load
factor was 80.6%, down 0.2
points on September 2009,
with capacity decreasing
by 3.3%.

Aer Lingus's passenger
numbers in September
2010 were 927,000, down
3.4% on September 2009.



