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The ecosystem

* Business expenditure on R&D

« SME absorption capability

« Brexit uncertainty — business planning impact

» R&D tax credits

* Horizon Europe
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Irish food and drink trade flows

Irish Exports €12.6bn (2017)
EU 27 / UK food
Export Destination UK 35% (€4.5bn) and drink trade
EU26  33% (€4.1bn) flows - €45bn

Non-EU 32% (€4bn)
UK Exports to Ireland - £3.4bn (2016)

Route to market - 850,000 trucks travel by ferry _ |-
between Ireland and Britain (45 % are perishable | > '

- a
food and drink)

Sources: Bord Bia, FDF, Chamber of Shipping



Key Issues for Agri-food

Sterling: impact of Brexit already being felt by businesses (-15% / increased volatility)
Tariffs: imposition of tariffs would completely undermine trade for many food products

Customs & Veterinary Controls: more costs, more details, threat to fresh food trade and
just-in-time delivery

Regulatory Divergence: increased costs of processing, increased control checks, UK
opening up to low-priced competitors

And wider Business Issues: supply chains, contracts, IT & data, workforce



Exchange rate impacts on demand —the
Irish example

Previous exchange rates — 2009 example
» €/£ exchange rate climbed by 15%
« Monthly Irish agri-food exports fell by 25%

s | rizh 3gri-food exportsto the UK [ 3mma) s EurgyfSterling exchange rate
+ UK food retail sales fell by only 2.6% 20
e /’j—t
Shock effect - _,-r’/
« 1993, 2009, 2016/17 . _""E:-,-\‘;\
90
: . AN
Analysis of the historical exchange rate and i SN
agri-food export relationship shows 7 e e
70

¢ The tlpplng pOInt for agrl-fOOd exports IS 88p SEP.ZG:’E. f:h:nr. EG}:E Jan. EG}EII I':.-'Iar.EGD:EI I':-'Ia'g,r. zmla IJul. 2'3!}'5;

« Every 1% weakening in Sterling results in a
0.7% drop in Irish exports to the UK

Source: FDI analysis utilising CSO data



Trade / tariff impact - snapshot

WTO MEFN tariffs could increase EU food and
drink export prices to the UK significantly

mln

Ireland - Ireland - Ireland - Italy - Pasta Netherlands Germany - Italy - Wine Belgium - France -
Cheese Cheese Beef Other meat -Vegetables Bread, etc. Chocolate Wine

Source: FTI for FoodDrinkEurope utilising EC
commissioned research into ‘trade price elasticities’

Higher trade prices will therefore cause export
volumes from the EU to the UK to drop

Ireland -

Beef

Ireland - Netherlands Germany - Belgium - France
Other meat Italy - Pasta - Vegetables Bread, etc. Italy - Wine Chocolate

significantly
France - Ireland -
Cheese Cheese
-89% -89%

-88%

jj



Trade and
Customs

Currently the UK:

* is a member of the single market
* is a member of the customs union

« applies the EU common external tariff and
trade policy

If any, or all, of these things change there will be
an impact on trade and customs

No 3" country has a customs-free border with
the EU

Food products, particularly those of animal origin
face additional veterinary checks, as well as
customs controls



Regulatory divergence- challenges and
solutions #1

THE BIG PICTURE
™

mbor of kaws affoctod by Broxit, by policy area

Over |

2,000
(EV)
laws
affecting
agri-
food!

Numoor of acts.

Total number of laws affected by Brexit
SOURCE: 1 unopeomn Purument

EU Law

+  Common Agricultural Policy (CAP)

* EU quality certification schemes (PDO, PGI, TSG, organic, etc.)

* General Food Law, incl. secondary legislation

+ Official food and feed controls

* RASFF

« EFSA

«  Applications (e.g. novel foods, health claims, food improvement agents)
+  Consumer information

‘Soft’ policy (mixed competence)

*  Nutrition and public health policy

* Audio-visual Media Services Directive (AVMSD)
*  Unfair Commercial Practices (UCP) Directive

‘Emerging’ EU policy/regulatory fields
«  Sustainability (food waste, packaging, animal welfare)



Regulatory divergence snapshot

7x increase
in labelling
budget to
implement
FIC
Regulation

Higher
changeover
cost impact
on private
label
producers

.......
IRELAND

Food and
drink labelling:
a practical guide

for industry

Three current examples of potential legislative change

* Renewable Energy Directive Il — feedstock
classification

+ Packaging and Packaging Waste Directive —
suggested change in the legal basis from internal
market to environmental protection

* Fipronil — possible creation of a ‘food safety officer’ in
each member state

And many many more ...........

More than 700 new EU laws have been introduced into the U.K. since
the Brexit referendum, adding to the estimated 19,000 EU regulations,
directives and other rules that are already part of U.K. law. If that rate
continues, a further 1,260 European laws will have become applicable
in the U.K. by the end of March 2019, when the U.K. leaves the EU.
Politico Brexit Files, 25th June 2017



Ibec Brexit survey — key findings for food
and drink businesses

* 50% of food and drink companies said * 59% of food and drink companies had

Brexit would have a negative impact a hedging or pricing arrangement in
on the value of export sales (an place (an increase from 51.5% in
increase from 42% in summer 2016) summer 2016 when the previous Ibec
compared with 28% of businesses Brexit survey was published)
generally compared with 35% of businesses

- In relation to island of Ireland impact, generally
89% expressed concern about « Customs procedures is seen by 66%
increased custom and certification of companies as the area where the
procedures (60% for all businesses) greatest skills shortages are likely to
and 72% highlighted the risk to all- occur. Logistics, distribution and supply
island supply chains, including rules of chain management skills are the next
origin (43% for all businesses) most frequently cited areas

Food and drink responses to Ibec Brexit survey 2018



bec survey - the biggest impacts that the UK
eaving the EU would have on food and drink
pusinesses

« Cost of customs compliance with procedures with NI/GB (83% for food and drink
compared with 45% for all business)

« Exchange rate movements (67% for food and drink compared with 47% for all
business)

« Value of export sales (56% for food and drink compared with 29% for all
business)

* Volume of export sales (50% for food and drink compared with 27% for all
business)

Food and drink responses to Ibec Brexit survey 2018



Ibec survey - the most common elements of
contingency plans for food and drink
companies

* Focus on new geographical markets outside the UK (50% compared with 32%
for all business)

« Diversification of business into new products (33% compared with 25% for all
business)

« Alternatives to transit of goods through the UK (28% compared with 25% for
all business)

« Sourcing strategies for materials (22% compared with 21% for all business)

Food and drink responses to Ibec Brexit survey 2018



Brexit challenges -> innovation drivers

15% currency impact on competitiveness Product innovation — to support a focus

No deal — tariffs and market disturbance on new markets, regulatory divergence,
Customs procedures longer s_upply chains, rules of origin
: : constraints
Land-bridge / sea-bridge . :
Reaulatory di * Process innovation — to support cost
eguiatory divergence competitiveness, enabling technologies,

Contingency #1 — new markets state aid rules

Contingency #2 — new products « Skills — technical functions, innovation
Continency #3 — transit alternatives management

Contingency #4 — sourcing strategies * Business process innovation

« Supply chain innovation



Brexit — Key Asks for Agri-food

Transition Period

Will take time to agree a future trading relationship

Companies need time to adapt to new arrangements

Certainty is needed — transition period which maintains as close to status-quo as possible
Future Trading Relationship

Keep current arrangements in so far as is possible

Important considerations: Tariffs, Customs, Veterinary checks

Regulatory Convergence

UK leaving Single Market = potential difference in standards
Need an equivalence agreement to ensure standards consistent (and avoid veterinary checks)
Other Support Measures

Exceptional State Aid support, market access, investment in port facilities, simplified transit
system and approved consignor/ consignee status

16
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http://www.fooddrinkireland.ie/
http://www.fooddrinkireland.ie/
http://www.fooddrinkireland.ie/
http://www.fooddrinkireland.ie/Sectors/FDI/FDI.nsf/vPages/Key_pillars~brexit!OpenDocument

ANNEX

Brexit —a guide for your
(food) business (operator)



Brexit and your business: potential impacts

C

CURRENCY
Currency volatility
and exchange
rate uncertainty

TECHNOLOGY

Updates and
adaptations
required

IA\
N
SUPPLY CHAIN

Trade barriers and
border controls

REGULATION

Divergent
standards and
deregulation

e &

@

FINANCE AND

CONTRACTS FUNDING WORKFORCE
Legal Harder to access Disrupting
uncertainties in finance and freedom of
the UK capital movement
TAX MARKET OPERATING
STRUCTURE

Current operating
structures may no
longer be viable

Complexity of taxes Ease of market

relating to UK trade  gccess and customer
may Increase behaviours may
change



“No regret” actions to manage Brexit

1. Give Brexit Senior
Leadership
Attention

2. Start the
discussion across
your organisation

3. Communicate
widely and often

4. Build support
networks

AsSsess

. Assess the Impact of

Brexit on your
business

. Sharpen your

strategies

7. Find opportunities
8. Seek advice
9. Stay informed

10. Establish your
position

11. Establish
channels

Ibec

For Irish Business

Take Action

12. Build contingency
plans

13. Monitor and
prepare to act

14. Accelerate strategy



Assessing impact and
planning your response
— currency

Brexit:
a guide

for your
business

Checklist
PLAN AND BE READY
EH T

Do you buy or
sall goods or
sarvices with
the UK?

First, undarstand your level of axposure and

protect yourself from shori-tenm wolatility:

W ldentify areas of exposure. Do you have
araas of significant exposure to curmency
exchanga? Look at your cost base and
revanue streams.

B Stress test. Al what axchange rate doas
business bacome umviable? Aun scananos on
differant auro/staring X rates to identify wherna
your threshold lies,

B Check your confracts. Do thay aliow for
curmancy-linked price adjustments? How might
this impact your exposurg?

B Hedging options. What is your appetita for
rizk? Do you hedge to manage short-tem
currancy risk? If you don't, then start talking to
your financial advisor about options.

Identify your options for managing prolonged

pariod of volatility:

B Explore natural hedging options. Coukd you
move oparations in to the UK {o sanvice your
UK customear basa? Do you have UK-based
suppliers sanicing your UK customers that
you could pay in sterfing? Could you use UK
sources for raw materials to countar-balance
prico pressurg?

B Look to new markets. Are you over-exposed
to the UK market? Do you need to look for
nesv markets to reduce your exposura?

B Innovate your cost base. Are thare
innowvations that you can maka to reduce your
cost base? For example, new digital channals
to market, product re-angineering, atc.



Assessing impact and
planning your response
— supply chain

Brexit:
a guide

for your
business

Checklist
question

Do you import
or export
goods and
sarvices to or
from the UK?
Doas your
supply chain/
production
flow across
the border?
Do you
opearate on
an all-lredand
basis?

Do you
transit goods
through the
UK?

Do you use
the UK as a
land-fink to
the rest of
Europa?

Understand how duties and bordar controls
could affect your supply chain and ovaral
competitiveness:

B Map goods: ldantify your flow of goods inand
out of the UK today to undarstand the scala
of your UK trade and the possible challenge
point= in your supply chains whare now costs
and processes may be reguired.

B Processing costs: How would additional
administrative burden impact costs? How
would bordar controls impact lead times?

B Sensitivity: How would irade barriers
impact prica and costs? How sansitive aro
your custormars to price? How tight ans your
margins? Can you absorb some of the cost?
How will tima-sansitive delivarias be impactod?

PLAN AND BE READY

Explora options for optimising your supply

network: for dutics and bordar controks:

m Supply chain reconfiguration: Could
production capacity be movad to awoid
customs? Ans thare altarmative sources for
raw materals? What aternative transport
routes ara available for goods curmantly
baing transporied via the UK?

Implemant initiatvwas to mMprove logestics and
ncrease fleedbility (2.9, managed sarvice,
ra-latting chant's 3PL contracts to maat new
nethwork: requiremants)

B Asseoss network risk: Assoss your customar

and supplier basa. How is cumency volatility
impacting their business? Are they looking for
of rasisting price increases? Aro they at risk
and what doas this mean for you?

H Plan for borders: ldentify what additional

capability your business would nead to put

in placa to support customs and start

planning now:

+ Do you have in-house trade expartise
neaded to support cross-border trada? Are
youl Tamiliar with importfesgport declarations
If nat, then plan now to plug this gap.

+ Do you have a customs clearance
agency authorised to ceartify and manage
conzignment across countrias? If not, than
plan the SoURCINg process oW,

+ Do you hawe an altermative route to
mainiand Europe if thare are transit
barmiers in tha LIK?

Arg your systems ready for bordar controls?

How easily can they be reconfigured? How
long will this taka?




Assessing impact and

Planning your respon s e g

i C O n t r aC t S Do you have | B Conduct contract audit: Feview commercial | B Mitigate Brexit risk: identify siratagies to
commercial contracts, parficulary thosa that run after 20189 mitigate risk on future contracts, such as
contracts with and assass risk, for exampla: strengthening terms and conditions.

UK countar- « Do contracts assumethe UK s a B Alternative jurisdiction: Explore options
. parties or membsr of the EU? for aitermative contract jurisdictions for
Ibec I”" dfr UK + Doss thair abilty to meat obiigations conracts cuently undar UK law with
aw’ FEUMa fTGE: movameant |:|f gml I'IIIIr'I-UH. IZ:DLJI'HBI'I:EI'IIBS
pecple, atc.?
Brexit: * [0 confracts assume common
= requlatony regimes?
a gl'"de + [0 contracts aliow for price increasas
fOI‘ your in tha event of tarifis?

business




Assessing impact and
planning your response
IT & data

Brexit:
a guide

for your
business

transfe.r
personal data
betweean the
EU and UK?
Doas your
businass have
data centras
in the UK?
Are your
systems
flexible to
raspond fo
trade barriers,
etc.?

B Audit systems: Conduct a high-laval
evaluation of your system readinass in light
of Brexit scenarios. Are your systems flexible
enough to meeat changes in border controls,
fraval restrictions, tax, logal entity, stc.? How
significant an investment would you nead to
reconfigure or upgrade your systems?

B Assess data risk: Look at whera you haost
and uso parsonal data. What implcations
would resirictions on transfers of data to
and from tha UK have on your ability to do
business? What doas this mean for your
data infrastructura?

W Refresh investment plans: Refresh your

IT imsestment plans. Ara there projacts that
should be delayed — or even expadited — while
the outcomsa of a UK exit remains unclesr?
Wheat are the lead times on critical system
changes that may be needed? Do you have
budgetz in place or approved in principle?

Arg thera changes that you can't afford to
“wait and sea” on?

Update your IT Strategy: Organisations with
robust, fleedbds T systems and infrastructure
will, by definition, be quickar and batter
anabled to respond to Braxit impacts and
wider digital disruption. s now the time to
mowe your business to the cloud, or restructune
your [T functions to ba more agile?



Assessing impact and IEDI I

planning your
response —workforce

e
Ibec

Brexit:
a guide

for your
business

Do you have
workforceo in
the UK?

Iz your
businass
modeal
dependent
upaon flaxible
altocation of
resources
across
bordars?

B Assess impact: Azsess the impact of

restrictions on the movement of people on your

operations and workione:

+ [o you have staff in the UK that could be
impacted by visa resirictions? Engage
your suppliers to audit the current state
of your contingant workforce.

+ How would restrictions on allocating
resources across borders impact
your business model and ability
to deliver sanice?

+ How would restrictions on immigration and
longar kead times on sourcing talent impact
operations in the UK?

+ Should recruitment plans ba delayed or
changed dus to the uncartainty caused
by Braxit plans?

B Communicate with employees: Star fo
communicate with staff and management.
Giva reassurance that you are on the front
foot with Brexdt,

PLAN AND BE READY

B Reduce your exposure: For UK operations,
review your long-tarm workforce planning
and assess depandancy on non-LUK workars.
Explore outsourcing opportunities or
tabour arbitrage.

B Plan for movement restrictions: If your
business dapends on flexible allocation of
resources actoss borders, then evalusate
alternate opticns for sanice delivery.

W Plan to fill skills gaps: Are you mizsing skills
in areas that may be required post-exit, 2.0,
customs and trade expertise’? Whare might
thera be future over-demand for scarcs talant
as a resultt of Bresit? Plan how you are going
to fill critical gaps.

B Opportunistically attract talent: Does
the uncertainty caused by Brexit provide an
opporiunity to attract non-UK nationals to
addresz the skills gaps that you have today?

B Communicate frequently: Monitor
implications for employees azs information
amarges. Keap staff informed; maintain a
two-way flow of communication.



