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Road to riches
April 2001: Mobile phone
network provider Digicel is
founded by Irish entrepreneur
Denis O’Brien in Jamaica.
2003-2004: Digicel launches
in St Lucia, St Vincent, the
Grenadines, Aruba, Grenada,
Barbados and the Cayman

As chairman of Esat Digifone in March 1997
Tony O’Shea


O’Brien
through
the years

Islands.
March 2005: Digicel acquires
100 per cent of the share capital of Curaçao Telecom NV.

and Bonaire. It acquires Digicel
Holdings in El Salvador, and
moves into the Pacific region
through a 90 per cent stake in
Telecom Samoa Cellular.

2006: Digicel launches in Trinidad and Tobago, Haiti, French
Guiana, Guyana, Turks, Caicos

July 2007: Digicel issues a
claim in the English High Court
for hundreds of millions of

pounds of damages against
Cable and Wireless, alleging
that C&W was engaged in
illegal behaviour by impeding
and delaying Digicel’s entry
into various telecoms markets
in the Caribbean region. The
companies have been battling
each other ever since.

2008: O’Brien takes $800
million from the company
following refinancing and
restructuring. Digicel launches
in Fiji, Honduras, the British
Virgin Islands and Panama.

nica, a subsidiary of France
Telecom.

September 2009: Digicel completes the acquisition of
a competitor, Orange Domi-

January 2010: After an earth
quake strikes Haiti, Digicel’s
biggest single market, the

December 2009: Digicel
completes a $500 million
corporate bond fundraising.
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Launching
Digicel on
the New York
Stock Exchange
could see Denis
O’Brien’s telco
valued at up to
$10 billion

With Fine Gael minister Michael Lowry at the launch
of Esat Digifone the same month
Photocall

Ian Guider
Markets Editor

H

e is already Ireland’s
richest man. By far. Yet
by the end of the year
Denis O’Brien’s fortune
may swell even further
following the listing of
his Caribbean mobile
phone empire Digicel
on the New York Stock Exchange.
Last Friday, Digicel began the long march towards the flotation of the 15-year-old company
with the registration of a 296-page document
with the US market regulator, the Securities &
Exchange Commission (SEC). For the purposes
of purely starting the process, Digicel says it
will raise $200 million (€179 million) from
new investors. In truth, it will raise a multiple
of that sum and, depending on how investors
view the company’s prospects, it could be
worth as much $10 billion – a staggering sum
of money for O’Brien, who owns virtually all
of the company.
The numerous and ongoing controversies
surrounding O’Brien’s business dealings in
Ireland overshadow what is an incredible story
about how an Irish company conquered the
Caribbean and South Pacific. But make no
mistake, this is a massive Irish corporate move.

Making a splash in a wetsuit in October 1996

Tony O’Shea

Striking a combative pose as Newstalk owner in the
late 1990s

A $47 million punt
Fresh from banking a monstrous cheque following the sale of Esat Telecom to BT for $2.8
billion in 2000, O’Brien decided to take a punt
on Jamaica as the island was opening up its
phone market to competition for the first time.
Two new licences would be created allowing a
rival to take on Cable & Wireless, the incumbent who controlled everything.
The geography may have been different but
it was a story that was familiar O’Brien. The
idea had been floating around in his head for a
while after an Esat colleague, Frank O’Carroll,
spotted an ad in the Financial Times seeking
bidders for the licence. It would be a costly
auction to win, with $47 million required to
net the licence. However, O’Brien had proven
he could take on Telecom Eireann and win so
it would be no different from Ireland.
“We bid from a bar in Dublin drinking
rum. Frank O’Carroll was in Kingston and
was representing us at the auction, and we
were constantly on the phone. I had risked a

Denis O’Brien in Haiti, in the wake
of the 2010 earthquake that
devastated the Caribbean island

substantial amount of my winnings behind the
Jamaican licence from a bar on a Friday night,”
O’Brien told the Jamaica Observer newspaper
in an interview in 2010 marking Digicel’s 10th
anniversary.
It would be the beginning of a remarkable
journey. Setting up a mobile network in Jamaica
would not be as easy as it was in Ireland. But
through slick branding and marketing, the
upstart quickly dominated the mobile market,
with more than 70 per cent of the country
using its network.
With cash rolling in from Jamaica, Digicel
was able to expand across the Caribbean and
beyond, with footholds in the island nations
spread across the South Pacific, and acquisitions adding to its growing customer base.
As customer numbers rose, so too did revenues and earnings. Digicel was able to use
the money being thrown off in the heady days
of the noughties to tap the bond markets to
raise cash for its expansion and pay chunky
dividends to O’Brien.
There have been setbacks. The devastating
earthquake that hit Haiti in 2010 resulted in the
tragic deaths of Digicel workers. The ravaged
island is hugely important to the company,

I had risked a
substantial amount
of my winnings
behind the Jamaican
licence from a bar
on a Friday night
accounting for a third of its 13.6 million customers. O’Brien has devoted huge amounts of
his time and money to rebuilding Haiti, along
with his long-time associate Leslie Buckley
who regularly travels there with his housebuilding charity Haven.
Digicel was also one of the losing bidders for
one of the licences in Burma, where only a tiny

fraction of the country’s 60 million population
have mobile phones.
Whatever money is raised will allow Digicel to continue the investment in its network
across the 31 countries where it operates, but
also to pay down some of the huge borrowings
it has accumulated – the company’s net debt
stood at $6.5 billion at the end of March, an
increase of more than $400 million on the
previous year.
The extensive document lodged with the SEC
reveals a huge amount of new details about the
finances of Digicel, its plans for the future and
its operations. Like mobile operators worldwide Digicel is facing a challenge of trying
to grow its revenues in the face of demands
from customers for cheaper prices and ever
greater data usage.
For the year to the end of March, revenue
came in at $2.79 billion, barely changed on
the previous two years. Operating profits may
have come in at $707 million, but were down
sharply on the prior year. And when the near
$600 million interest costs to service its debts
are added in, the company posted a net loss of
$157.8 million – its second loss in the last three
years. It also incurred a charge as it reduced

The who’s who of Digicel
Speaking to the press after appearing at the Moriarty
Tribunal in June 2007
Tony O’Shea

With Michael Smurfit and Dermot Desmond at the
launch of Smurfit’s autobiography Robbie Reynolds

Denis O’Brien

Leslie Buckley

Lucy Gaffney

PJ Mara

Sean Corkery

Colm Delves

Denis O’Brien

deputy governor of the Bank
of Ireland.

tablishment of telecommunications company Esat Digifone
in 1997. Buckley is chairman
of Independent News & Media,
of which O’Brien owns a large
stake. He also sits on the
board of Siteserv, the utility
support services group owned
by O’Brien.

Lucy Gaffney

ty-handed, walking away with
about $9.4 million after selling
her shares. She is currently
chairperson of Communicorp
Group Limited, a radio group
owned by O’Brien, and sits on
the INM board.

PJ Mara

One of the 200 richest people
in the world and Ireland’s
richest native-born citizen.
Chairman of the Digicel
board, he has significant
interests in media, healthcare, retail, utilities, petrol
and property, and is a former

Leslie Buckley
O’Brien’s long-time advisor,
and vice-chairman of the Digicel board. Their decades-old
relationship included the es-

Founding director of Digicel,
and also worked with O’Brien
in the Esat Telecom days. In
2000, she left her role as chief
operations officer at Esat to
look after her daughters, who
were seven and three at the
time. She did not leave emp-

The public affairs consultant
and former senator also has
a seat at the Digicel table. He
ran Fianna Fáil’s successful
national election campaigns
in 1997, 2002 and 2007.
In 2008, he was appointed
Jamaica’s honorary consul to
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company redoubles efforts on
a school-building programme
it already had under way.
February 2010: O’Brien nets
€510 million in cash from the
sale of Digicel Pacific to its
larger parent, Digicel Group.
December 2011: Digicel

reports a $25 million loss for
the six months to the end of
September.
March 2011: Digicel sells its
operations in Honduras and El
Salvador to Mexican telecom.
giant América Móvil, which
is owned by Carlos Slim. In
turn, América Móvil sells all

of its operations in Jamaica to
Digicel.

a special dividend of $300
million.

November 2011: Digicel
announces it is no longer
interested in acquiring Eircom.
At this point, Digicel is valued
at $3.7 billion.

September 2012: Digicel’s
earnings rise 10 per cent to
$577 million in the six months
to the end of September.

June 2013: Digicel fails in its
bid to win a mobile phone
licence in Burma.

February 2013: O’Brien
receives about $611 million

June 26, 2015: Digicel files for
IPO.
Colette Sexton

June 2012: O’Brien receives

otation:
terstroke?

Can O’Brien
break America?

DIGICEL IN NUMBERS

13.6m
31
$2.79bn
$707m
6,356
$6.5bn
Number of customers

Number of countries it operates in

Annual revenues

Operating profits

Number of employees

Total debts

staff numbers as part of “ongoing efforts to
streamline operations and realign its resources
to reflect its focus on evolving to a total communications and entertainment provider”.
Becoming more than just a mobile phone
network is vital to Digicel if it is to avoid stagnant earnings. O’Brien has in the past railed
against apps like Facebook and Viber, all of
which require enormous amounts of data but
add nothing to the bottom line of a telecoms
company.
“Mark Zuckerberg is like the guy who comes
to your party and drinks your champagne, and
kisses your girls, and doesn’t bring anything,”
O’Brien told the Wall Street Journal this year,
adding that Google makes “billions of dollars
on advertising, and they don’t pay a penny.
I think it’s the most extraordinary business
model in modern history”.
To counter Facebook, Google and the ever
growing number of social media companies
that now have dominance in the mobile industry Digicel’s plan is to move into the content
business.
“Digicel has developed a strategy around
proprietary content, which includes SportsMax, with exclusive sports content options

tailored to individual markets; Loop, a local
news and content app that is currently the
most downloaded news app in the Caribbean
with 450,000 mobile downloads as of June 9,
2015; and mobile financial services through
Digicel Mobile Money, Boom and Bima, which
provide mobile banking and micro insurance
services in various markets,” it said in the SEC
statement.
Is it enough to kickstart its faltering growth?
“Digicel aren’t having it quite their own way
like they once did. In that climate of not having
so much natural growth, you’ve got to invest to
keep your customers and that’s an expensive
hobby. There comes a point where it’s worth
raising that bit more capital to stay in the game
and keep on expanding,” Steven Hartley, an
analyst in London with research firm Ovum,
told the Bloomberg newswire.
According to Digicel the total number of
new subscribers has risen by just 100,000
over the 12 months to the end of March, and
the average revenue per customer fell to $15.30
a month from $16.
Reversing that will take time, though it
should be helped as smartphone penetration
increases (it more than doubled to 33 per cent

of its customer base as the end of March from
14 per cent in 2013.)
Will O’Brien be happy as chairman of a publicly-quoted company, answerable to outside
shareholders? While the company will welcome on board new investors, O’Brien won’t
be ceding control any time soon.
The flotation will see O’Brien’s direct holding in Digicel reduce as he cashes in, but his
influence on the company won’t diminish. As
part of the float Digicel will issue ‘A’ and ‘B’
shares, the latter holding ten times the voting
power of ‘A’ shares.
With him controlling most of the ‘B’ shares,
the document says he has “the ability to control the outcome of most matters submitted
to our shareholders for approval, including
the election of our directors”. There will be
no loosening of his grip on Digicel.
The flotation process will take a number of
months and many of the details, such as how
much will be raised and how much O’Brien
will sell have yet to be worked out. The company has been clear that the proceeds will
be used to pay down debt and invest in the
business and not go out the door in dividends.
The structure allows O’Brien, 57, to remain
in control so long as he wishes to do so. The
controversies around his takeover of Siteserv
and his loan arrangements with the IBRC will
linger in the public mind for some time. But
there is no doubting that Digicel has been a
success.
Will it be his crowning business achievement, or is there one more deal in Denis?

financial officer at Digicel. The
following year, he took on his
current role.

Greg Sparks

Greg Sparks

Seamus Lynch

Julian Horn-Smith

Ireland.
Mara is a long-time admirer
of O’Brien and his companies,
as well as a former press secretary to the disgraced former
taoiseach Charles Haughey.

Sean Corkery

Colm Delves

Chairman and chief executive
of SiteServ. Also worked at
Esat Telecom, and previously
held prominent positions at
Dell and Apple.

Currently chief executive of
Digicel after joining in May
2004 as chief financial officer.
For ten years to 2003, he
was chief financial officer for
Nasdaq-quoted manufacturing
company Hibernia Foods. In
2004, he was appointed chief

Sparks was previously the Labour Party’s chief programme
manager and founding partner
of accountancy firm RSM
Farrell Grant Sparks.
He is also a member of the
Digicel board.

D

enis O’Brien’s dream of a US
stock market fundraising has
long been rumoured but, last
Friday, it finally came to fruition. As far back as November 2006, it was suggested by
Time magazine that O’Brien might raise up
to $2.5 billion in a flotation of his Caribbean
telco in the US.

“I’ve launched a Tet offensive,” he told
Time in a reference to the bloody 1968 push
by the communist Viet Cong against their
US opponents in Vietnam.
O’Brien would not rule out a float in the
US when talking to Time, but said he was
hiring staff in the US to take on one of the
world’s most competitive mobile phone
markets.
“We are going to completely change how
Americans view cellphones,” O’Brien predicated.
He declined to say what he planned to do,
other than to say it was “the kind of thing
that if I told you, I’d have to kill you”.
Despite his predictions, O’Brien did not –
at that time – make a dent in the US.
It is not clear why the businessman did
not go ahead with his plans to break America back then.
What he achieved instead was to create a
vast business with an exposure to emerging
markets in 31 countries.
Digicel had three million customers in
2006, versus 13.6 million today. It is one of
the outstanding Irish-led business success
stories of the last decade.
It has been the key business that has
allowed O’Brien to weather his disastrous
stock market investment in Independent
News & Media, which saw him lose an estimated €500 million.
O’Brien’s decision to revisit a US stock
market IPO, nine years on, reveals much
about his vast overseas empire.
In 2013, Bloomberg Markets Magazine
described him as “Ireland’s would-be Carlos Slim”, in reference to one of the world’s
richest men.
The form F1 document filed by O’Brien
with the US’s Securities and Exchange
Commission provides a unique insight into
why the Cork-born businessman was described in this way.
Below are a selection of nuggets drawn
from its 296-page filing, covering everything
from the big financial picture for Digicel to
spending by the company on a private jet
owned by the billionaire.

Revenue

Revenue grew by just 0.6 per cent over
the two years to $2.79 billion to March 2015
from $2.77 billion in 2014. Mobile revenue
has declined from $2.58 billion in 2013 to
$2.44 billion in 2015. Other non-core areas
like business solutions, cable TV and broadband as well as other services are all growing much faster however.

Geographic markets

at the same time was appointed non-executive director.

Julian HornSmith
The only knight on the board.
He was one of the founding
members of Vodafone. Knighted for services to international
telecommunications in 2004.
Two years later, he was
appointed to the board of
Digicel.

Seamus Lynch
Lynch joined Digicel as chief
executive when it was established. He stepped down as
chief executive in 2005, and

Tom Lyons
Digicel is one of
the outstanding
Irish-led business
success stories of
the last decade

in a special dividend, bringing
his Digicel income to €1.297
billion since 2008.

Compiled by
Colette Sexton

Papua New Guinea is Digicel’s biggest
market, with annual revenues of $500.6
million in 2015, up 0.1 per cent on the previous year.
Revenues in its next two biggest markets
are declining, with Haiti at $478 million
(down 3.8 per cent) and Jamaica at $421
million (down 3.1 per cent). Other key markets like Trinidad and Tobago and Guyana
are growing by 3.3 per cent and 9.6 per cent
respectively while French West Indies and
El Salvador are down by 7.2 per cent and 10
per cent respectively.

Users up, revenue per user down

Total mobile subscribers are up from 12.89
million people in 2013 to 13.59 million in
2015. Average revenue per user is down 6
per cent, however, from $16.20 to $15.30 in
the same period.

Profits

Digicel made a net loss of $157.6 million
in 2015 versus a net profit of $43.5 million in
2014 and a net loss of $198.5 million in 2013.
Selling and distribution costs, general and
administrative expenses and other operating
costs all rose from 2014 to 2015.

Big dividends

Digicel has paid out $1.07 billion in dividends in just three years. Its documents

state: “For the years ended March 31, 2015,
2014 and 2013, the company made total
dividend payments of $40 million, $690.0
million and $340.0 million.”

Debt up

Debt (net of cash) has risen from $4.8 billion in 2013 to $6.0 billion in 2015. This is an
increase of 25 per cent in two years.

Private jet use of $25 million in
three years

Digicel states it has a “passenger services
agreement” with a company which operates
an airplane owned by O’Brien, whereby it
has agreed to purchase on a monthly basis
an agreed number of flight hours.
“Rental charges were paid to this company of $8.7 million, $8.6 million and $9.2
million in fiscal 2015, 2014 and 2013.”

Trouble in Panama

At March 31, 2015, Digicel says it is owed
$306 million by Digicel Holdings Central
America Limited (DHCAL) as a result of
loans provided to its operations in Panama.
“We have recognised impairment charges
totaling $279.5 million and recorded $20
million as our share of losses against the
carrying value of the loans,” the filing states.
Digicel said it was in a dispute with a minority shareholder in its Panama business.
“DHCAL may not be able to obtain future equity or debt financing on favourable
terms, if at all,” the filing notes.

In 2013, Bloomberg
Markets Magazine
described O’Brien
as ‘Ireland’s wouldbe Carlos Slim’
Risk of employee corruption

“Digicel is subject to various anti-corruption laws and regulations that prohibit
improper payments or offers of payments to
foreign governments and their officials for
the purpose of obtaining or retaining business,” it states.
Its markets are less developed and are
“potentially more corrupt business environments”. Digicel said it had internal policies
and procedures to prevent this but they
“may not be adequate”.

Senior management incentives

Bonus payments are paid on results with
a range of payments “from 50 per cent for
underachievement to 125 per cent for over
achievement”. There is also share option
schemes for staff, directors and consultants.

Siteserv

“The Group has engaged Sierra Support
Services (St Lucia) Limited to install a fiber
optic network and to maintain other network facilities operated by the Group. Sierra
is affiliated with Mr O’Brien. The contract
with Sierra is on “a cost plus basis”. The
Group was charged $41.6 million during
the year.” Sierra is a subsidiary of Siteserv, a
company majority-owned by O’Brien.

The future

“Digicel is in the process of evolving from
a pure mobile telecommunications company into a leading total communications and
entertainment provider.” This is the biggest
challenge for all telecommunications globally. It will be the key to Digicel’s future.
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Rachel Ray Clerys was a
department store stuck in
a timewarp with no brand
and no identity: its failure to
innovate was its downfall

Clerys on O’Connell Street, Dublin:
closed suddenly on June 12, 2015
Picture: Feargal Ward

Stagnant Clerys
failed its own staff

Clerys workers protest outside the closed store: Eamon Toomey, worked in the store for 35 years;
Tony Durkin, retired after 30 years’ service; Eileen O'Reilly, worked in luggage for 15 years; Pauline
Konopka, worked in luggage for 15 years; and Helen Doyle, a former employee 
Maura Hickey

Clerys – blood
on the streets

M

There is growing outrage over the handling of
the Clerys sale, not only from workers, but from
politicians and the wider business community. Colette
Sexton, Jack Horgan-Jones and Tom Lyons report

T

he inside of Clerys
department store on
O’Connell Street in
Dublin stood silent last
Wednesday. Outside,
former employees of
the store, many of whom
had worked there for
decades, were asking people to sign
petitions in support of them.

CommerCial proFile:

It had been five days since the store
was sold at 2.30am by Gordon Brothers
to Natrium Ltd, a company founded by
boom-time property investors D2 Private
in Dublin and Cheyne Capital Management in London.
D2 is led by accountant Deirdre Foley,
while Graham Emmett, a former senior
figure in the National Asset Management
Agency (Nama), worked on the deal for

Cheyne. Funding supplied by Quadrant
Real Estate in Atlanta rounded off a well
worked-out plan to take control.
For ordinary staff, who were totally unaware of the boardroom manoeuvrings,
chaos ensued. About 130 workers in Clerys were instantly redundant, and likely
only to be paid statutory redundancy
packages from the state.
The store’s 50 concession holders

Storm Technology

l-r: Joaquim Lavos Storm, Sharon Butler Topaz and Craig Ellis
Storm

Karl Flannery, chief executive of Storm Technology

Focusing on what’s core
sees tech firm storm ahead
Karl Flannery,
chief executive
of Storm
Technology
says focusing
on what’s
core drives
sustainable
business success

F

or the past three
years, Storm Technology has grown
by 20 per cent yearon-year, and now
has an annual turnover of
€8 million, employs more
than 90 people and delivers
Microsoft-based business
solutions to an impressive
portfolio of approximately
100 clients including Topaz,
Calor, CIE, Croke Park and
BuyandSell,ie.
Just last week the company’s exceptional work was
recognised at the Irish Sales
Champion Awards, where
Topaz won the national
award for the best implementation of sales technology for its company-wide
CRM solution designed, built
and implemented by Storm
using Microsoft Dynamics
CRM.
Karl Flannery chief executive and founder of the
business says having a sin-

gle-minded focus on what’s
core to success and growth
helps the company storm
ahead.
“There are three things
that are core to us at Storm
– customers, employees and
innovation. We have a relentless focus on all three and
that has been key to helping
us grow,” he said.
Where customers are
concerned, Flannery said
keeping their business needs
front-and-centre of any engagement is rule number
one. For Storm, key questions and considerations are
always around “if we do this,
will the customer’s business
be positively impacted and
will the people who work
there be more engaged and
effective?”
“It’s easy for people to be
carried away with what solution or technology they want
and lose track of why they
want it or what it is they are
trying to fix or improve. So,
if a client says to us we want
a CRM solution, or a knowledge management solution
our first questions are always
why, what are you trying to
make better for the business,
what is it that you want to
fix or improve? After we
determine that we can start
to help design the solution”
said Flannery.
Storm’s people are passionate about the success of
its customers and Storm is
passionate about the success
of its people. For Flannery

attracting and keeping top
talent for the business is a
top priority. In his view this is
all about making sure people
are getting what they need
in regard to their own career
aspirations.
“Everyone is different and
every person that works for
us has different needs when
it comes to their careers – for
some it is all about working
on interesting and challenging projects or working with
latest technology, for others
it is about career progression
and for some job flexibility is
at the top of the list,” he said
According to Flannery,
there is no-one size fits all
approach to attracting and
keeping great people, but the
trick is to understand what
makes different people tick
and do your upmost as a
business to give them that.
“For some of our overseas
employees flexibility is of
paramount importance. So
we do our best to accommodate letting people work
from their home country if
they are not needed on customer site.”
For other people career
progression is what they
want, so Storm provide
staff with ongoing education and practical exposure
to leading-edge customer
projects to help them progress. As an example of this,
Flannery pointed to Microsoft’s appointment in recent
months of Deepesh Somani,
from Storm, to the position of

Ireland’s first and only most
valuable professional for Microsoft Dynamics CRM.
In the opinion of Flannery,
innovation is the third pillar of focus for the business.
From the outset the company has had a single-minded focus on the Microsoft
technology platform. This
single-mindedness has enabled it to develop over time
unique intellectual property
which both minimises the
risks associated with technology projects and increases the effectiveness of the
solutions delivered.
“My belief is that innovation is underpinned by depth
of knowledge and expertise
and a willingness to explore
novel ways to improve on
what is currently possible.
Our single-minded focus on
living and breathing the Microsoft technology platform
gives us that depth that fuels
the innovative and impactful solutions we designs and
build for clients” he said.
Storm Technology is a leading Microsoft focused business
consultancy. More information
about their work can be found
at www.storm.ie

scrambled to redeploy 330 staff. At the
same time, they had to chase between €2
million and €3 million in money owed to
them, as well as trying to regain control
of their stock.
Michael Moore, who worked at Clerys
as a general operative, had a long history
with the store that extended much further back than his 18-year employment
there. His parents met under Clerys clock,
and he said he remembered buying his
Communion and Confirmation suits in
the store. “We couldn’t believe that the
place was closed. I thought someone was
winding me up,” he said.
He said that the way the workers were
informed their jobs were gone, on a Friday
evening when many of them had already
left work for the day, was “sneaky and
slimy”.
Workers were not allowed to gather
their personal belongings from their lockers, and instead had to leave the building
immediately.
Moore said that some of his belongings,
including his glasses, were still inside.
“It’s totally degrading. What they did to
us was very wrong, and I hope they pay
for it, I really do,” he said.
Gerry Markey, one of the shop stewards
at the department store, had worked there
for over 30 years. Markey, who said he
can tell a man’s suit size just by looking at
him, said that a large part of his first job at
Clerys was making soutanes for priests.
“We made a lot of soutanes for when
the Pope was here, John Paul. The priests
wanted to dress up in their gladrags, as the
saying goes. Then he was going to Britain,
so a lot of people came here from there
because you couldn’t get them made in
Britain,” he said.
“They used to come over here, get measured, fly back and then we’d post it to
them when it was done. That was the
kind of service we provided.”
The demand for priests’ clothing had
decreased over the years, but Markey
said he thought the store was very busy
recently, and he could not understand
how Clerys was not making money.
“It’s a crying shame. There’s more security in there now than we had when we
were open and the store is empty. That’s
crazy. Who’s paying for their wages?”
he said.
“They cannot be allowed to get away
with what she did. The law has to be
changed to protect people in the future.”
He said that workers had attempted to
call the new owners of Clerys, but they
were hung up on.
“We want someone to meet us on the
other side of the table and tell us how
they can buy a building at 1pm in the
day, and have everything in train ready
to close the store that evening by going
to the judge and saying the place can’t
make money,” he said.
Peter Woods, who worked at Clerys
for 41 years, said what happened was
horrendous and he wanted justice.
Woods said that he finished work at
4pm on Friday, and he would have stayed
in the store if he had known what was
coming.
“I thought that they [Gordon Brothers] were okay, but there was something
not fully right there. They weren’t letting
us know anything. Towards the end, I
thought there was something not right.
They weren’t meeting with the staff,”
Woods said.
He said he wanted to ensure that the
workers got a good redundancy package, adding: “We’ll keep at it until we
get recognition.”
Paula Nangan worked in catering for
Clerys for more than 16 years, and served
representatives of Gordon Brothers lunch
that very Friday. “We’re all devastated

and hurt. We met a lot of friends there,
and we’re all upset that we’ve to go on
social welfare. We went through that
before, when the roof fell in,” she said.
“Nobody was expecting it. It was all done
behind closed doors. No one knew about
anything.”
Nangan said that her next move was
to hand out CVs for a new job, adding:
“That’s all I can do.”
For the losers, ordinary workers and
concession holders, there has been uncertainty and fear.
But what about the winners? For them,
things are rather different.

T
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he seeds of Clerys’ failure as a
department store were sown
years ago by ill-fated forays into
the property market, according
to Eoin McGettigan, the troubleshooter
brought in by Clerys in 2011 to help save
the company.
“When I came in as chairman, the
company was in a lot of trouble. We’d
borrowed money to buy an adjoining
company in 2006, so we paid peak Dublin
prices. The plan was to extend the shop
into that space,” he said. “We owed Bank
of Ireland a lot more money than we
could ever foresee being able to pay.”
In March 2011, Bank of Ireland agreed
a €20 million-plus refinancing, but only
for another 12 months. Trading was bad,
with the department store turning in a
loss of €1.9 million the previous year,
and sales slumping by 26 per cent to less
than €52 million.
This was despite the company freezing

Gordon Brothers
maintained
publicly that it
was a white knight
willing to keep
Clerys going. In
the background,
however, things
were moving to
ensure it would
one day hit paydirt
bonuses, stopping dividends and reducing working hours to avoid compulsory
redundancies.
The Javelin Group, a European retail
specialist, was called in to carry out a
review of the business. Its advice was
grim – the company needed to find more
money to reinvent itself.
PJ Timmins, the chief executive, tried to
remain upbeat. “Clerys has always adapted – we have been around a long time.”
McGettigan said that attempts to refinance the loans with AIB were unsuccessful – nobody was willing to take on
the Clerys borrowings. The banks were
in charge of the business and their message was clear: sell the store or find new
investment.
There was no shortage of interest. Even

at the bottom of the market, investors
were sniffing around for cut-price deals,
but they didn’t want the baggage associated with the company. Deeply entrenched
work practices and long-serving staff
turned buyers off.
Except for Gordon Brothers. The Boston-based business, which was founded
in 1903, describes itself as dedicated to
help “growing, mature or distressed businesses manage through strategic change”.
In Britain, it has made millions turning
around distressed retail businesses by
closing stores, firing staff and selling excess stock. It has no qualms about making
hard-nosed decisions.
For example, in 2007, it closed 39 unprofitable branches of Jessops, a camera
retailer founded in 1935, leading to hundreds losing their jobs. This gave Jessops
time, but six years later it went into administration, leading to yet more major
job losses.
Gordon Brothers is also prepared to be
an out-and-out undertaker for businesses, not merely a surgeon.
The year before it bought Clerys, it led
the closure of Focus DIY, shutting 178
stores in eight weeks. About 3,000 people
worked in the business at the time. Afterwards, Gordon Brothers described this
deal on its website as having “delivered
against every campaign expectation”.
Gordon Brothers maintained publicly
that it was a white knight willing to keep
Clerys going. In the background, however, things were moving to ensure that it
would one day hit paydirt.
Grant Thornton was appointed to carry
out a “pre-pack” receivership of the business, which ousted the Guiney family as
owners. Bank of Ireland, which is partly
state-owned, wrote off €10 million of its
€26 million debt to ensure that Gordon
Brothers could gain control.
Gordon Brothers initially put up only
between €1 million and €2 million to
buy the historic business, with Bank of
Ireland lending it the rest.
The company was then restructured by
its legal advisers who split it into separate operating and property companies.
This corporate restructuring was essential
to Gordon Brothers’ later plans for the
business, which saw it split up and sold
overnight leaving its staff bereft.
The Clerys restructuring was overseen
by some of its most senior staff, including
Malcolm MacLennan Macaulay. On its
website, Gordon Brothers describes the
veteran businessman’s skills as “creating
value . . . both culturally and financially”.
“We could’ve got more money when
we were doing it from other [bidders],
but they wouldn’t have kept the shop
open,” McGettigan said.

A
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fter the Gordon Brothers deal,
it seemed that Clerys was safe,
for the time being at least.
The new owners spoke of
“business as usual”, and of “respecting
traditions and heritage”. It was, however,
already receiving approaches from major
retail brands sounding it out about taking
over the building.
In July 2013, a flood destroyed the interiors of Clerys. Paddy McKillen, one
of Ireland’s most experienced property
developers, offered at that time to take
it over. He had an ambitious plan for the
store which would have seen Blarney
Woollen Mills, the owners of Meadows
& Byrne, open a flagship tourist-friendly
homewares store on the site. McKillen’s
plan would have closed Clerys, but it
would have been done in a responsible
and staged manner.
The plan was rejected by Gordon Broth-

ers. An insurance claim paid out an estimated €14 million after the flood, so
it could afford to wait. Gordon Brothers
could see the Irish economy was beginning to rebound as it reinvested its
insurance money in the business.
“The Old Lady has been given a complete facelift and is a young girl again,”
Simon Smith, commercial director of
Clerys, said when the store reopened
in 2014.
It was clear, however, that Gordon
Brothers did not want to be the long-term
owner of the business, despite a heavy
public relations campaign in support of
its reopening.
McGettigan organised a consortium of
backers who wanted to continue running
Clerys as a retailer, but said he “never got
past Go” with his efforts, which began
around last Christmas.
“They said their expectations were
north of €23 million or €24 million, and I
said there’s no way the business is worth
that as a trading entity,” he said.
“As a trading entity it was worth, at
the most, about €20 million. They were
never interested in enlisting a trade bid.
“I was approaching them to make a
bid, but I never got past Go, and there was
no way I was going to, because [given]
the price expectations they set, only a
property player would work. The sums
would never work if you took on trading,
staff and concessionaires.”
Sources involved in other bids have
told The Sunday Business Post that the €29
million which D2 paid left them with
less room to “act fairly”.
Gordon Brothers was concerned
enough about its reputation to hire Drury
Porter Novelli (formerly Drury Commu-

nications), a high-profile PR firm which
previously acted for Anglo Irish Bank, to
handle media queries. D2 has refused to
return calls.
Nobody involved in the successful
transaction was prepared to take less
money in order to ensure a better deal
for the hundreds of people working in
the store.
None of the underbidders envisaged
Clerys continuing in its current form, but
one person involved with the process for
one of the unsuccessful bids said that the
wind-down would have played out over
a “transitional period” of 12 to 24 months.
Staff and concessionaires would have
been involved in the process, and there
was no intention of relying on statutory
redundancy.
Bank of Ireland has also come in for
criticism. McGettigan said: “As soon as
the ink was dry on that document, the
operating company was bust. I’m just
surprised that the bank who were supportive of us before would have been part
of something so callous.”
Other retailers say that what has happened at Clerys has left a sour taste in
the mouth.
Nigel Blow, chairman of its near neighbour Arnotts, was damning in his assessment of the new owners’ actions.
“There’s a way of going about your
business, and it was not only completely
disrespectful of the employees, but obviously the concession partners have taken
a big old hit as well. It’s not the way to
do business, is it?” he said. “If you can
do business that way and sleep at night,
that’s fine, but I can’t.”
Sharen McCabe, managing director
of McCabe’s pharmacy chain, owned a

concession in Clerys. In terms of the scale
of her business, the concession is small
and it plans to redeploy its staff, but the
manner in which it was closed shocked
the experienced businesswoman.
“We are totally taken aback,” she said.
“We are all businesspeople. But I have
never seen something so unfair, ever, in
my business career. There was enough
to go around. There was no need for this
type of corporate behaviour.”
To offload the responsibility of Clerys’
trading business, Natrium sold it on to
Logan Capital, a new company set up
by Jim Brydie, the former head of Anglo
Irish Bank’s operations in Britain, for €1.
Brydie, who was paid €500,000 a year
while at Anglo, then had his company
petition the High Court to have KPMG
appointed as provisional liquidators to
the business.
In just 24 hours, a carefully orchestrated plan, which had its origins in a
corporate restructuring years earlier, had
left Clerys staff on the street.
A cheque of up to €29 million was paid
to Gordon Brothers. The deal was done.
All that remained was the press release.
Last Friday, Natrium issued a statement
that said it planned to “significantly invest” in the store and eventually create
1,700 new jobs.
Academic Antoin Murphy, co-author
of The Fall of the Celtic Tiger, took a different view. Historically, he said, Dublin
had seen iconic business names close,
but the handling of Clerys was among
the worst the city had ever witnessed.
“This is not capitalism. It is outrageous,”
he said. “Whatever the new owners want
to do next will require the support of the
city. They should remember that.”

Clerys buyer
has Nama
to thank for
her survival

As mere university students, we
hadn’t the acumen to swap an accessory around. There were professionals
for that.
It’s not that we were trying to be
unproductive, it’s just that potential
customers rarely crossed into our
sacred square of sales territory. And
when they did, it was more likely to
be to share long tales of family troubles, dicky hips, grandkids’ birthdays
and weekend rituals, rather than a
purchase.
You get an awful lot of that in retail. The real reason it’s called retail
therapy has, I think, nothing to do
with buying stuff. Sometimes they’d
squeeze your hand and call you a
lovely girl. I loved that. It was just a
shame it meant nothing to the sales
report at the end of the day.
Summer came, and a J1 called. The
only visits to Clerys over the years
that followed were in last-minute
moments of desperation.
You see, the problem with Clerys
was that there was nothing special
about it. The café was void of character. The make-up was much the
same as on Henry Street, only less
glamorously presented. The windows
were no talking point. The was no
clear identity, no brand, unless you
count the heady nostalgia we all have
for something that was nothing to do
with actually stepping into the store
– the Clerys clock and the beautiful
architecture.
It was, in essence, all fur coat and
no knickers, and it generated very little in the way of sales of either.
When you cater for everyone –

when you put Radley next to River Island and iPhones next to ladies midrange scarves – you cater for no one.
The very last visit I had to Clerys
was the week of its relaunch. The
clean slate. Time to take the risk. I
was enthusiastic to see what the new
marketing strategy was. It would
require a new positioning, quality
storytelling.
What my mother and I got instead
was an impossible game of spot the
difference (the escalator was changed
. . . maybe?). That was the revolutionary new Clerys?
The management of Clerys have not
just done their staff a disservice in the
last week. They have been doing them
an abominable disservice for the last
ten years.
They had a responsibility to innovate, to question, to move forward.
They did nothing. They had a responsibility, to be brave. To stand for
something. They did not.
In-store experience needs to offer
far more, or at the very least needs to
know who it is, what it sells, and who
the bloody hell it sells to.
And so, another wonderful landmark in Irish life bites the dust. And
brands wonder why the ‘Hey, we’re
Irish if you look back far enough’
messaging isn’t working for consumers any more, when foreign retailers
take better care of their staff and
community than many home-grown
businesses.
What a shame.
Rachel Ray is a strategic advertising planner who blogs at furcoatsnoknickers.com
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By Tom Lyons
Deirdre Foley, the co-founder of
property investment firm D2, knows
better than most what it is like to
face financial meltdown.
While she appears to display little
sympathy towards Clerys workers,
she would not be in a position to help
fire them if the state had not bailed
her out in her own time of need.
Back then, the fortysomething
Porsche-driving accountant was
in the National Asset Management
Agency (Nama). She was struggling
to cope with company debts estimated at €450 million. One of her early
survival decisions had been to ditch
her D2 co-founder, businessman David Arnold.
Two separate business plans were
submitted to Nama which left Foley
in control of its commercial property portfolio in London and Dublin.
Arnold had to manage separate development land deals which in the
crash were often heavily underwater.
In July 2011, Bank of Scotland (Ireland) appointed Grant Thornton as a
receiver to parts of D2. This threatened D2’s survival, but luckily Nama
intervened to broker a solution.
Nama’s motivations in bailing D2
out were pragmatic. It could see the
company still had good assets to sell

y very first
‘real’ job was
in Clerys. It
was in Principles on the
first floor,
where fashion
went to die. I
remember laughing at the weirdness
of it all. It was like stepping through
a time warp – a sort of purgatory
of oversized knickers and brightly
coloured but ‘practical’ last-minute
grandmother-of-the-bride wedding
garments, complete with your standard elevator music to soothe away
any sudden inclinations for energy or
excitement.
The oily smell of cheese toasties and
stale milk wafted – from the café –
obtrusively around every corner, and
made you think of wet Tuesdays and
head colds.
We loved it. The floor and stock
staff were fantastic. There was a sense
of walking into a little village – a second home – when you came to work.
We were people from all walks of
Dublin life who shared the same bubbly enthusiasm, empathy, energy and
community.
Clerys was not a team for those ‘on
the ground’, it was a family. Myself
and my friend happily whiled away
the hours there chatting about the
weekend, college exams, the lads . . .
If you wanted to be really proactive,
you could always check the spacing
between the untouched hangers (one
finger width apiece), although the
display merchandise had to remain
strictly untouched.

16 days from only €3,029 per person
Selected departures from January to May 2016
A fascinating tour visiting all the major sights of Vietnam and Cambodia, the very
essence of Indochina, experiencing their captivating blend of French colonial history,
local cultures and beautiful rural scenery.
Deirdre Foley’s D2 had debts estimated at €450 million when it entered Nama

Tony O'Shea

so it could not let BoSI sink the business. Foley, who is described on D2’s
website as “one of Ireland’s most
successful financiers”, owes her
business’s survival to Nama and by
extension the Irish state.
Crisis averted, Foley then began to
sell off the company’s various assets
under Nama’s orders. Sometimes,
this meant that the Irish taxpayer
took a bath.
Brooklawn House in Dublin 4,
for example, was bought by D2 on
behalf of its clients for €47 million,
but was sold for just €15 million in
2012. Investors were wiped out and
the taxpayer lost €30 million on this
deal alone.
Other transactions also went south
for investors and the taxpayer, but
that didn’t impact on Foley.
Luckily for her, the properties

where she mainly personally invested, prime office blocks in London,
were all sold for a profit. As a result,
she cleared her personal debts to
Nama and exited the state agency
with several million in her pocket.
In May 2013, Arnold resigned as a
director of D2, and he later took legal
action against his former partner.
Foley, meanwhile, took 100 per cent
control of D2. She hired Mark Redmond, a former banker in Anglo.
Redmond knew D2 well, as he had
previously invested in some of its
deals while with Anglo. D2 was free
to go back on the hunt. It now plans
to turn Clerys into a hotel with retail
units on its ground floor. This will
take time, making it likely that the
view from the GPO on the 100th anniversary of Easter 1916 will be that
of a boarded-up Clerys.

Highlights include:
• Return scheduled ﬂights from Dublin via
London Heathrow
• Four and ﬁve-star hotel accommodation with
breakfast, plus ﬁve meals
• Stay and tour Phnom Penh, ‘Pearl of Asia’
and considered the most beautiful of Indo
china’s French colonial cities
• Visit the vast ancient city and temples of
Cambodia’s Angkor, one of the world’s
greatest ancient sites, comparable to ancient
Rome or the Pyramids
• Tour of Vietnam’s beautiful capital Hanoi
by cycle rickshaw, including the Temple of
Literature, its wide tree-lined avenues,
colonial belle-époque villas and Ho Chi Minh’s
thought-provoking mausoleum

• Take a leisurely cruise aboard a converted
Chinese junk in Halong Bay’s outstandingly
beautiful limestone archipelago
• Visit the awe-inspiring Citadel and Forbidden City
in Hue, Vietnam’s former imperial capital
• Stay in the heart of exciting Saigon visiting
the fascinating Cu-Chi tunnels, a poignant
reminder of the US-Vietnam conﬂict
• Be inspired by the hauntingly beautiful
countryside, with shimmering rice-paddies
studded with gentle buffalo tended by conical
hat adorned farmers
• Enjoy a full day cruising the mighty Mekong River
delta, the world’s 10th largest river system viewing
unchanged river-side life and enchanting villages
• Escorted by an experienced tour manager

For more information or to request a brochure:
Call: 01 905 6313 or Visit: www.sbpriviera.ie
Holidays organised & operated by Riviera Travel, Chase House, City Junction Business Park, Malahide Road, Northern Cross, DUBLIN 17 (T.O. 257),
a company independent of The Sunday Business Post, whose booking conditions apply. Prices are per person, based on two sharing and
subject to finite availability. Prices are based on two sharing a twin room subject to availability. Single rooms and optional insurance
available at a supplement. Additional entrance costs may apply. Images used in conjunction with Riviera Travel.

