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Taxing business of transferring companies
My job:
Catherine
McGovern

Catherine McGovern, partner PKF O’Connor, Leddy & Holmes Limited

Occupation: Partner PKF O’Connor, Leddy &
Holmes Limited
Background: Provides advice to a range of clients
across owner-managed businesses, with particular
expertise in family succession planning and the tax
considerations of transferring a business.

In conversation with

John Daly

E

nsuring that a family business
which has been built up over
many years, passes on to good
ownership, either within or
outside of the family, is a real concern
for many small businesses. It is a complex consideration, and one where a
specialist mentor can help business
owners assess the options.
“There are communications issues
and, ideally, a need for honest and open
dialogue among stakeholders as to what
is best,” explains Catherine McGovern,
tax partner with PKF O’Connor Leddy
and Holmes, on the process.
“Obviously, the owners’ considerations are significant. But, in general,
businesses seek to protect employment,
ensure local service provision and, essentially, to look for the continuation of
a business ethos and standards, sometimes established over generations.”
She points to the inevitability that all
business owners reach a point when
they need to review whether to pass on
the business to the next generation, or
to sell it to a third party.
“There are a lot of commercial and
tax considerations on the transfer of a
business, especially to a family
member,” she says. “These should be
anticipated and evaluated well ahead of
the actual planned transfer window, as
the financial implications of succession
can sometimes decide the actual move,
ahead of any other factor.”
Apart from considering which family
members a business should transfer to,
and the timing, other factors come into
play. “The business may have investment assets and excess cash, which can
cause issues in claiming tax reliefs. Or
owners may wish to retain these assets.” Other considerations may include whether they wish to retain the
trading property, and the level of pension fund for future income requirements.
“Your company may have developed

a number of different businesses, and
you may be considering whether to
segregate them into different companies, with a view to transferring
some to family members, and selling
others at different times.” There are a
number of tax considerations and liabilities that arise on a business
transfer, she says, but there are also
valuable tax reliefs for business
transfers, which can exempt or reduce
tax liabilities arising for the owner and
recipient.
“These tax reliefs have detailed rules
including time related conditions regarding ownership and working time.
Therefore, even if owners do not intend
to exit the business for a number of
years, it is never too early to get tax advice on decisions regarding an exit, the

business transfer, and its future management.”
The tax liabilities on a transfer between connected parties are based on
market value, even if no cash consideration is passing, underlining the importance of having a professional valuation of the business and assets in advance to determine tax liability.
“There are tax implications for both
the individual transferring the business, and for the recipient,” Catherine
says.
If an individual transfers the business during their lifetime, they are liable for Capital Gains Tax, currently at
33%. The recipient is liable for Capital
Acquisition Tax, whether the transfer
is a gift or an inheritance, even if no
cash is involved. CAT is charged on any

When in doubt, let data
be your guide in business
We have all heard phrases
like “Data is the new oil”,
“Use analytics to get ahead of
the competition” or, my favourite, “In God we trust; all
others bring data”, bandied
about in the media, at conferences and elsewhere.
While these make for nice
headlines, it can sometimes
be difficult to understand
how they translate to your
organisation or, more importantly, how your organisation can embrace this new
way of working. It’s time to
demystify some of the rhetoric.
Let’s start with what it
really means to have a datadriven organisation. In my
experience, there are five
common features that organisations who embrace a
culture of data-driven innovation possess:
1. There is a business strategy that incorporates, and is
often guided by, data-driven
insights
2. Everyone, from C-level
executives to HR, Finance
and beyond, is tuned in to the
strategy and are data literate
3.Data-driven insights are
knitted into decision-making
processes across the organisation
4. There is a culture of
d a t a - d r i ve n i n n o va t i o n
throughout the organisation
5. The decision processes
w i t h i n t h e o r g a n i s at i o n
move from being reactionary
to being proactive
To embed a culture of datadriven decision-making, organisations need to go
beyond just having good data
and the systems to process
and analyse that data. It is
about really understanding
h o w d e c i s i o n s a re m a d e
within your organisation
and using data to improve
these decisions.
Decisions are made by a
mixture of people, systems,
processes, and data - what I
call the “decision space”. In
an organisation that embraces a culture of datadriven decision-making,
understanding and improving decision processes, and
the data that drives them, is
critical.
Cur rent business outcomes are examined using
data, these outcomes are improved by tweaking the right
p a r t o f t h e p ro c e s s , a n d
you’re given the option of
making decisions using the
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The right metrics can be
a decisive differentiator
for your business, writes
Aoife D’Arcy

IMI business analysis

Organisations need to embrace a culture of data-driven innovation
processes.
combined power of people,
experience, and evidence.
To get there involves assessing and understanding
the mix of data, systems,
people, and processes currently used to make decisions, followed by constant
examination, questioning
a n d i m p r o ve m e n t f o r a
better business outcome.
Becoming an organisation
that has data-driven decision-making at its core is not
easy and takes time, so what
are the tangible benefits?

A culture of measurement
Once you embrace a datadriven culture, you cannot
avoid measuring things. This
could be as simple as
measuring the number of
sales that resulted from a
particular campaign and
how that compared to the
last campaign.
Once you start measuring
in a consistent way and pres-

enting the resulting insight,
you start to understand how
particular decisions impact
business performance. You
can then measure the effectiveness of decisions and
evaluate the impact of those
decisions on the organisation.

A culture of continuous improvement
Once you start measuring
things consistently, the next
step is to use these measurements to improve things.
For instance, a customer
retention dashboard that
captures key KPIs for the retention process and displays
how these values are changing over time is a great basic
measurement tool.
The next step is to look at
ways that you can use this
information to increase retention, for example by giving extra incentives for customers to stay.

The important thing is
that once you have basic
measurements in place, you
can then start tracking the
effectiveness of decisions
made to improve the outcome of the retention process. At this point you might
also introduce some machine
learning or AI into the mix.

A culture of innovation
The key to embracing a culture of innovation is to accept that to be innovative,
you need to try new things and sometimes you will fail.
But in our new world of constant measurement, the key
is that it is measured failure.
Data-driven decisions are
measured, and their results
are fed back so that the process can be improved.
While it is acceptable to
take a decision that results in
a negative outcome, that
measured failure should always result in rethinking the
decision to ensure an improved outcome the next
time.
It is this journey of gathering insight and understanding through testing and trying new things that leads to a
successful outcome and embodies with it a culture of innovation.

A true understanding of the
decision space
Once you start layering up
the various elements of becoming a data-driven organisation, the understanding of
how decisions are made increases.
These elements may include an improved dashboard for a particular area, a
predictive model, improved
data quality processes, or a
new system — and everything in between.
As you start adding new
layers and elements, your
understanding of the decision space increases. So, you
are continually improving
your understanding of how
people, processes, systems,
and data combine to improve
business performance.
■ Aoife D’Arcy is an IMI Associate faculty member and CEO of
Krisolis. An expert in analytics
strategy, customer insight,
fraud, and risk analytics, she
has worked in Ireland and
abroad with some of the biggest names in banking, finance, insurance, gaming and
manufacturing.

gift or inheritance from a parent, at
33%, once the lifetime CAT-free threshold of €335,000 has been allowed. Working with a tax advisor, business owners
should examine Retirement Relief,
Entrepreneurs Relief, Holding Company Exemption and Pension Deductions. These will vary according to
whether the business transfer is to a
family member or to another party.
“The CGT liability arising for parents
on the transfer may be exempt by claiming Retirement Relief, which has 10year qualifying conditions,” she explains.
“To claim Retirement Relief, the
transfer should be completed between
55 and 65 years of age. Otherwise, on
turning 66, Retirement Relief on the
transfer to your children is capped at €3
million market value, and at €500k sales
proceeds if transferring to a third party,
including to your own company.”
The CAT liability on the transfer for
the recipient may be reduced by Business Property Relief — which allows a
reduction of 90% in the taxable value of
the business, subject to satisfying certain conditions. “If, for example, a business was valued at €3m and is being
transferred to one child, this relief
could reduce the taxable value from
€3m to €300k. If the child has not received any prior gifts or inheritances, they
may have no CAT to pay at all, as the
taxable value would be less than €335k.
However, Business Property Relief
will not apply to the value of the company relating to investment assets or
excess cash.” Catherine highlights that
there are claw-back provisions if the
children sell the business within 6 years
— this includes both the Retirement Relief claimed by the parents and any
Business Property Relief claimed by the
children on the transfer. “It is also possible to give different types of shares to
family members during the business

lifecycle. For example, the issue of
Growth Shares to a child or senior employee may allow them participate in
the future growth of the company without an immediate significant tax cost
arising.”
If family do not wish to take over a
business, consideration can be given to
a Management Buyout or a third-party
sale. Retirement Relief or Entrepreneur’s Relief can reduce the CGT liability arising on the sale. Entrepreneur’s
relief reduces the CGT liability from
33% to 10% on the first €1m of chargeable gains. “It can be a more favourable
relief, as there is no age criteria and the
conditions are based on a 3-year ownership period, rather than a 10-year period for Retirement Relief.
Other good advice is to review the
company structure periodically.”
For instance, commercially, should
different businesses be separated into
different companies? “A holding company structure can provide an opportunity to dispose of a qualifying trading
subsidiary, without giving rise to a
Capital Gains Tax exposure. Similarly,
a timely tax review of a business
owner’s personal position, and of the
company structure, should be completed,” she suggests.
This will ensure the company is
structured as efficiently as possible,
through growth right to the owner’s
exit. “It can help secure the relevant tax
relief on the business transfer, for the
owner and their family, within the appropriate time frame, and can optimise
the financial and tax position where a
management buyout or third-party sale
is anticipated.” In overall summary, Catherine McGovern repeats that well
worn commercial wisdom: “Benjamin
Franklin’s wry observation that nothing is certain, except death and taxes,
may be true — but some forward planning can certainly help ease the pain.”

JOB
of the
WEEK
Job: It’s a retail job but with an opportunity to make a difference. The Society of St Vincent de Paul wants to
hire an experienced shop manager to
join its retail division as a relief manager for the southwest region — an
area within a 30-mile radius of Cork
city — to provide short-term management cover in any of its shops experiencing staff shortages through annual
leave or training.
Duties: Carry out routine checks on all
SVP’s stores to maximise sales. You
will be expected to ensure compliance
with the society’s retail standards and
current relevant legislation. Leading
and motivating the team of shop volunteers is also part of the role.
Qualifications: Solid retail experience
and a proven track record in achieving
targets. Knowledge of the needs and
issues of the poor and disadvantaged
with the ability to display empathy and
patience are also vital. A clean driver’s
licence and access to a car is
required.
Applications: Details on the job, and
on how to apply, are available in the
‘jobs’ section of www.svp.ie. The closing date is 4pm on June 15.

Avail of grants up to 80%
for home energy upgrades
In the midst of inflation and the increased cost of living, John Hearne
outlines the process of retrofitting your home to save money

T

he spiralling cost of
energy has put
energy retrofits
back on the agenda.
At the same time, the expanded range of subsidies
available to homeowners
means that that if you’re
thinking of making your
home more comfortable and
cheaper to run, this is a good
time to get the ball rolling.
According to Susan Andrews of the Sustainable
Energy Authority of Ireland
(SEAI), improving your
home energy offers a longterm return on investment
and is more affordable.
“You can now get increased grants from SEAI
covering up to 50% of the cost
of works, and up to 80% for
attic and cavity wall insulation,” says Ms Andrews.
“Research shows that home
energy upgrades can increase the value of a home by
1% for each step of improvement on the BER scale.
Homeowners will experience
a range of benefits including
increased comfort and a
warmer, healthier home,
while saving on their
monthly energy bills.”
In addition to the range of
individual measures that
you can take to improve the
energy profile of your house,
the SEAI is now providing
what they call a ‘One Stop
Shop’ service. One Stop
Shops offer homeowners all
the services required for a
complete home energy upgrade. These are registered
private operators who manage the entire process, from
the initial assessment of
your home through to applying for the grant, carrying
out the works, and completing a final BER assessment.
“For homeowners looking
to carry out multiple upgrades in one go, they should
consider the One Stop
Shop…The benefit for the
homeowner is that they will
have one point of contact managing their entire project,
making it hassle free. They
will also get the grant value
upfront and will only have to
fund the cost of works minus
the grant.”
Ms Andrews points out

SEAI recommends a three-step approach to planning a deep home
energy upgrade.
Picture: PA

Consumer interests
that currently, an estimated
50% of Irish homes languish
at a BER rating of D or lower,
which means that they are
hard to heat and have poor
comfort levels. Moreover,
draughty, hard-to-heat
homes are a significant contributor to greenhouse gas
emissions.
The SEAI recommends a
three-step approach to planning a home energy upgrade.
First, assess. Get a Building Energy Rating or BER assessment carried out by an
SEAI registered assessor. As
part of this process, they will
prepare a personalised advisory report which sets out
the measures needed to
bring the house up to modern efficiency and comfort
standards.
Next, insulate. Once
you’ve completed your BER
assessment and are ready to
start your home energy upgrade, you don’t begin by installing a heat pump or solar
panels. The least expensive,
most sustainable solutions
take what’s called a ‘fabric
first’ approach. In other
words, insulate and get rid of

drafts. Once that’s done, you
look at replacing old
windows and doors.
The third step is to add renewable technologies like
heat pumps and solar PV,
which help to defray the
costs of the electricity
needed to power the heat
pump by generating free
electricity.
The One Stop Shop service
is designed for homeowners
who have a BER of B3 or
lower, and who have the
budget to carry out multiple
energy upgrades simultaneously, with the aim of improving the energy profile of
the house to a B2 or better. In
addition to providing the initial assessment, grant application, project management,
the building works, and the
follow up BER, some One
Stop Shops also offer financing options to help pay the
costs not covered by the
grant.
You’ll find a full list of all
of the One Stop Shops in
your area on the SEAI.ie site.
Typically, these projects
replace your oil or gas fired
boiler with an air-source

heat pump, which draws
solar heat from the air and
then boosts its temperature
using electricity. Because
the temperatures generated
by these pumps are typically
lower than those generated
by fossil fuel boilers, you’ll
often need slightly larger
radiators to disperse the
heat, and there are grants
available for these too.
Check out the grid below
for full details.
For homeowners who
don’t want a whole-house upgrade, or don’t have the resources for that right now,
it’s possible to opt for one or
a number of individual upgrade measures, things like
attic or wall insulation.
You’ll find the full list of
possibilities, and the grants
available, below.
In this case, the
homeowner manages the
project themselves. They select a registered SEAI contractor, apply for the grant
and claim it back from SEAI
on completion of the works.
There isn’t any requirement
to have a minimum BER rating for one of these individual energy upgrades.
All of these measures seek
first to improve the building
fabric so that the house
needs as little energy as possible to stay warm. Any energy needed is then generated
by sustainable technologies.
It’s important to point out
however, that heat pumps
use electricity, and because
electricity has become so expensive, the savings as a result of an upgrade are not as
good as they once were.
However, it’s also worth
pointing out that a whole
house energy upgrade transforms the comfort of a house.
If you live in a draughty,
poorly insulated home that
relies on an oil boiler, you’ll
be used to going from freezing cold to boiling hot very
quickly, or having pockets of
the house that never warm
up and others that never cool
down. An energy upgrade
gives stable temperatures
and great air quality
throughout the house. So
while savings are important,
they’re not the full story.

