Brexit, Business and Banking Are you Ready?

Introduction
We are now into the final stretch of the Brexit transition period which
ends on 31st December 2020 and Brexit will finally become a reality
from that point on.
Irrespective of the outcome of the Brexit negotiations, from the 1st
January 2021, the UK will no longer be part of the EU’s Single Market
and Customs Union, and this will have serious implications for SMEs
moving goods to, from or through the UK.
Even if there is some form of limited Free Trade Agreement concluded,
it will not change the fact that a new way of doing business with the UK
begins from 1st January 2021. Any Trade Agreement will only impact
on the customs duties/tariffs payable – it will not change the fact that
the new customs obligations to create and submit import and export
declarations come into effect from 1st January 2021 and will be a
permanent feature thereafter.
There are known implications that businesses need to consider to
reduce the risk of disruption to business. There is still time to take
decisive action if needed, but time is running out.
This guide highlights some of the key banking related issues that
businesses may need to consider in order to be as prepared as they
can be for the changes that Brexit will bring.
It is recommended that businesses should engage early with their
finance providers if they need advice or support in relation to any
additional credit facilities that may be required.
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Imports/Exports – Custom
Guarantees are Vitally Important
Brexit means that the UK will become a 3rd Country for customs purposes meaning
that for SMEs that are moving goods to, from or through the UK will be subject to new
customs obligations and will need to register with Revenue for an Economic Operators
Registration and Identification (EORI) number. Revenue has excellent information
available on its website and obtaining an EORI number can be done through their
website using the Revenue Online Service (ROS). All customs declarations require an
EORI number and without it, goods will not be cleared at customs.
Businesses can avail of the Customs Transit Procedure for moving goods through the UK
land-bridge to another EU Member State which removes the requirement to complete
customs declarations and pay duties. In order to use this transit procedure, a business
needs to have a Revenue authorised Transit/Comprehensive Guarantee in place,
covering transit through the UK. Revenue will require a Financial Guarantee to be
provided by a bank to cover actual and potential duties and taxes.
Importing goods from the UK will attract import taxes which are payable before the
release of goods. From a cashflow perspective SMEs may wish to consider the option to
apply to Revenue for a deferred payment facility which allows for the deferral of the
duty for a period of time. Before applying for a deferred payment facility, businesses
should already be approved for a Comprehensive Guarantee. Again, Revenue will require
a Financial Guarantee to be provided by a Bank. Arranging a Transit/Comprehensive
Guarantee or a Deferred Payment facility can take a bit of time so it is important
to engage early with Revenue to arrange for these facilities to be put in place
and likewise it is important to engage early with banks to discuss the Financial
Guarantee that the bank will need to provide to Revenue on behalf of SMEs.
It is important for businesses to understand the customs procedures and regulations for
trading with the UK that will apply from 1st January 2021. Even if a Trade Agreement
with the UK is agreed, customs obligations to create and submit import and export
declarations will commence from 1st January and will be a permanent feature.
A Trade Agreement will only impact on the customs duties/tariffs payable.
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For many businesses that have not previously traded outside the EU this will be a
significant new burden involving accurate and timely completion of documentation,
without which goods will not travel across borders.
Even if trading within the EU, where the goods are moved across the UK landbridge,
there are obligations to be complied with - exporters, hauliers and freight forwarders all
need to be clear about who is responsible for the different aspects of the process so that
there is no confusion about who has responsibility for the customs obligations.
If they have not already done so, businesses need to consider whether they will
use an in-house customs management system, which will involve training staff and
implementing the necessary in-house systems to interact with the Revenue’s customs
systems. Alternatively, businesses may consider partially or fully outsourcing it to a
customs agent/freight forwarder. Whichever solution is chosen, it would need to be
prioritised given that we are now only weeks away from the new UK trading regime.
If you are outsourcing, it is essential to check that the customs agent/freight
forwarder has the relevant permits and registrations.
The Department of Enterprise, Trade and Employment (DETE) is an excellent source
of information and provides signposting to the key sources of relevant information
available from Government agencies such as Local Enterprise Offices, Enterprise Ireland,
Skillnet Ireland and InterTradeIreland among many others. Some links you may find
useful are below:
DETE
https://enterprise.gov.ie/en/What-We-Do/EU-Internal-Market/Brexit/Getting-Brexit-Ready/#
Revenue
https://www.revenue.ie/en/customs-traders-and-agents/brexit/index.aspx
Local Enterprise Offices
https://www.localenterprise.ie/Discover-Business-Supports/Brexit/
Enterprise Ireland
https://www.prepareforbrexit.com
Skillnet Ireland
https://www.skillnetireland.ie/clear-customs/
InterTradeIreland
https://intertradeireland.com/brexit
Irish Exporters Association
https://irishexporters.ie/?s=brexit
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Sterling/Euro Volatility – Foreign
Exchange Spot/Forward Limits
Sterling v Euro volatility has long been a feature in trading with the UK and Brexit is likely
to bring additional uncertainty which may impact on Sterling/Euro volatility. Adverse
currency impacts directly affect profitability so it is very important for SMEs to review
potential foreign currency exposures and the ways in which they can reduce the impact
using various hedging strategies, including natural hedging by matching Sterling costs
and revenues or getting UK customers to pay them in Euro wherever possible.
SMEs should also ensure that any changes that have been made to supply chains that
will result in changes to foreign exchange exposure are considered. For example, an SME
exporting to the UK and has Sterling receivables, may previously have been buying raw
materials from the UK and had UK payables which would have partially offset the Stg/
Euro exchange risk. They may now be sourcing the raw materials from the EU in which
case they will have Euro payables and an increased exposure in respect of their Sterling
receivables.
Where SMEs identify new or additional Brexit related foreign currency exposures,
they should engage with their bank who can advise them on the range of options
available to help mitigate these foreign currency risks. Below are links to the Brexit
hubs on the main retail bank websites which provide guidance, support materials and
frequently asked questions for businesses.
Bank of Ireland
https://corporate.bankofireland.com/brexit/
AIB
https://business.aib.ie/my-business-is/brexit-support
Ulster Bank
https://digital.ulsterbank.ie/business/support/brexit-hub.html
Permanent tsb
https://www.permanenttsb.ie/business-banking/brexit-and-your-business/
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Cashflow Management – Credit
Facilities/Government Funding
Brexit may result in additional supply chain costs, thereby affecting cashflow, so it is
important to review potential changes to working capital needs such as additional
costs arising from customs charges, increased stock levels, up-front payment with new
suppliers etc.
It may be worth considering having a buffer in place in the short term in case of
unforeseen impacts on cashflow. There are a range of working capital options available
(e.g. overdrafts/invoice financing) and finance providers will be happy to talk through
these with SMEs to identify the most appropriate type of finance for the business.
In addition, there is a range of Government funding supports available as outlined below.
SBCI Brexit
Loan Scheme

• Available to SMEs that meet the eligibility criteria.
• Loan purpose is to fund future working capital requirements
or to fund innovation or changes to the business to mitigate
the impact of Brexit.
• Loan amounts of between €25,000 to €1.5m are available for
terms ranging from one to three years, subject to eligibility
criteria and normal bank credit assessment.
• Maximum interest rate of 4%.
• SMEs must first complete the SBCI Eligibility Application
Form to check if they are eligible to apply to the participating
financial institutions for a loan under the Scheme. If eligible,
they will receive a letter of eligibility confirmation from
the SBCI which they then provide to the relevant financial
institution as part of the credit application process.
• The scheme is available until March 2021 or until it has been
fully subscribed.
• SMEs can apply at:
https://sbci.gov.ie/products/brexit-loan-scheme
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SBCI
Future Growth
Loan Scheme

• Available to SMEs that meet the eligibility criteria.
• Scheme has been expanded to make up to €800m in funding
available to support long-term investment.
• The scheme offers longer-term loans from €25,000 to
€3,000,000 at competitive rates to eligible businesses.
• Terms ranging from 7-10 years with loans up to €500,000
available unsecured.
• Initial maximum loan interest rate of 4.5% for loans
< €250,000 and 3.5% for loans >= €250,000. Variable interest
rates are subject to change.
• SMEs must first complete the SBCI Eligibility Application
Form to check if they are eligible to apply to the participating
financial institutions for a loan under the Scheme. If eligible,
they will receive a letter of eligibility confirmation from
the SBCI which they then provide to the relevant financial
institution as part of the credit application process.
https://dbei.gov.ie/en/What-We-Do/Supports-for-SMEs/
Access-to-Finance/Future-Growth-Loan-Scheme/
https://sbci.gov.ie/products/future-growth-loan-scheme

Microfinance
Ireland

• For Microenterprises employing less than 10 people and
with turnover of less than €2 million p.a., loans of up to
€25,000 are available from Microfinance Ireland.
• Loan terms typically of up to 3 years and no security is
required.
• Application is through the Local Enterprise Offices (LEO
network), or directly through www.microfinanceireland.ie
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Payment Services
From 1st January 2021, payments to and from the UK will be treated as payments to
and from a third country for the purposes of Regulation 2015/847/EU also known as the
Funds Transfer Regulations (FTR). This means that additional information, including the
payer address, will be required for fund transfers between Ireland and the UK.
The UK will at that point maintain participation in the Single Euro Payments Area (SEPA)
geographic scope, however, this important change will make the Credit Transfer & Direct
Debit rules applicable to transactions from/to non-European Economic Area jurisdictions
also applicable to transactions with the UK.
Therefore, to protect against risk of disruption, from 1 January 2021 SEPA transactions
involving a UK-based payment scheme participant must contain the full address of
the originator/debtor. The absence of this information will leave Irish banks with no
alternative but to reject the payment, so it is essential that companies ensure they
are ready to provide all the relevant information required to avoid disruption to
businesses and consumers.
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Other Government Brexit Supports
Government Brexit Readiness Action Plan
The Government Brexit Readiness Action Plan published in September 2020 is a
comprehensive document about preparing for the end of the transition period and the
realities and risks that will face Government, businesses and citizens. It outlines the
stakeholder engagement underway, the business supports available, infrastructure
changes, legislative changes, customs processes, changes for Agri-food/Fisheries/Retail/
Services sectors and connectivity between Ireland, EU and UK. It is a very useful reference
point for businesses which can be found at the link below. No matter what the size of
your business you should ensure that you are availing of all the financial, upskilling and
advisory supports that are available.
https://www.gov.ie/en/publication/849b3-the-brexit-readiness-action-plan/
https://www.gov.ie/en/campaigns/b2c18-getting-ireland-brexit-ready/

Government Outreach Programme
Both government and Revenue have been pro-active in reaching out to businesses
to encourage them to get ready for the new customs processes with the UK from 1st
January 2021. The Tánaiste wrote to over 200,000 businesses in October through the
Companies Registration Office highlighting a revised DETE Brexit Checklist.
Revenue has also written to over 100,000 businesses as part of its Brexit trade
engagement programme. While customs registrations have been increasing, there is a
concern that some businesses are not prepared for Brexit and that they underestimate
the impact Brexit will have on their businesses. The need for businesses to carry out a
Brexit impact assessment cannot be overstated – as the Benjamin Franklin quote goes
“If you fail to plan, you are planning to fail”.
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Government Supports
The range of measures in place to assist businesses include the following:
DETE Brexit Readiness Checklist highlights some of the key actions businesses might
take to get ready for Brexit.
https://enterprise.gov.ie/en/Publications/Publication-files/Brexit-Readiness-Checklist.pdf
Enterprise Ireland offers a range of supports to help businesses manage their Brexit
preparations. €20 million ‘Ready for Customs’ grant scheme available through Enterprise
Ireland, which provides a new “Ready for Customs” grant through which businesses
can claim grants of up to €9,000 per eligible employee hired, or redeployed within the
business to a dedicated customs role.
https://www.enterprise-ireland.com/en/funding-supports/Brexit/Ready-for-Customs/
Overview.html
The on-line Customs Insights course from Enterprise Ireland helps businesses
understand the key customs concepts, documentation and processes required to move
goods from, to and through the UK.
https://www.prepareforbrexit.com/customs-insights-course/
Local Enterprise Offices (LEOs) offer a range of supports to help businesses to prepare
for Brexit, including advice, consultancy, mentoring, customs training, grants, Trading
On-line Vouchers and other supports. LEOs also offer Technical Assistance for MicroExporters (TAME). This provides financial assistance to support market diversification in
qualifying businesses to develop new and export market opportunities.
https://www.localenterprise.ie/Discover-Business-Supports/Brexit/2020-LEO-BrexitServices-Booklet-Oct-Interactive-pdf.pdf
Skillnet Ireland provides an online customs training programme, ‘Clear Customs Online
20’ for businesses and customs intermediaries importing/exporting to, from, or through
the UK.
https://www.skillnetireland.ie/clear-customs/
InterTradeIreland provides businesses with practical advice, support and information
on Brexit related issues, It also provides a Brexit Planning Voucher to enable SMEs to get
professional advice on Brexit, including likely tariffs, currency management, regulatory
and customs issues and movement of labour, goods and services.
https://intertradeireland.com/managebrexit
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