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Structure
of SBCI
Funding
€250 million
from the National
Treasury Management
I, €240 million
from Ireland
Strategic
~ Investment Fund

€150 million
from Kfw Group

TOTAL
FUNDING:
€1.24 billion

€200 million
from the Council of
| European Development
Bank

€400 million
from the European
| Investment Bank

This Act was introduced to create additional
credit facilities for Irish SME's within the State
in a prudent manner.

It was to promote competition and to increase
the number of suitable providers of finance to
borrowers within the State.

The Act set up the Strategic Banking Corporation
of Ireland (SBCI). This bank was to seek a positive
financial return for the State after achieving the
functions it was established for.

The taxpayers” interests were to be protected.

Initial €10 million equity investment topped up
by a further €25 million investment in February
2017, bringing the total Irish taxpayers exposure
to €691 million at that date.




Strategic Banking Corporation
of Ireland Act July 2014

Purposes of the Act

‘Economic well being of the State’ (25% of those funded were UK entities)
‘To Protect the interests of the taxpayer’ No SPV's, No Matching Equity, No Security, consistently
loss making entities funded.

Functions of the Act

To provide additional credit in a prudent manner' Majority of funds used to replace existing
borrowings with very little evidence of new borrowing, to facilitate Ex Bankers to set up their own

new business's.

To promote competition in markets for the provision of credit to borrowers in particular SMES'

The vast majority of money went to the three pillar banks, 91.62% by the end of December 2016,
resulting in cheap funding and killing competition and strengthening the Bank Cartel and improving
the liquidity position of the banks.

‘Seek to return a positive financial return for the State’ Large sums of unidentified non transparent
overheads, €5.3 million loss in the first 28 months of trading, no penalties on undrawn unused funding,
40% funding approved December 2016 was not put out to the market. Only 11% of funding went to
working capital, the rest went to leasing and property replacement loans.

Strategic Banking Corporation of Ireland The SBCI has no staff, no physical building, its very existence
is non transparent, no independence from the NTMA, it's one and the same, all falling under the control
of Conor O'Kelly who is CEQ of one and Chairman of the other.

CEO of the SBCI Mr. Nick Ashmore (€250,000 basic salary), was formerly employed by the NTMA for

ten years, was this job advertised?

Plenty of candidates experienced in the area of SME Finance would have operated this fund efficiently.

Overleaf we outline how the SBCI Fund operated




» By December 2015 approvals

granted by the SBCI totalled to
€675 million and all of this
tranche was directed to Allied
Irish Bank (AIB), Bank of
Ireland (BOI) and Ulster Bank;
the three pillar banks in
Ireland. (Allied Irish Bank and
Bank of Ireland were rescued
by the Irish State in 2008, €21
billion for AIB and €4.8 billion
for Bank of Ireland.)

» At December 2015, €63 million

had been allocated and drawn
down by the applicants to the
SBCI fund but not deployed
back out into the Irish market.
On closer scrutiny, this money
seems to have been retained to
strengthen the liquidity of the
various applicants’ balance
sheet. This had grown to €112
million by December 2016.

When we sought the Freedom of
Information (Freedom of
Information Act 2014) answers to
our questions regarding the
successful applicants we were
told in writing that the banks who
secured SBCI funding, did not
utilise the SPY process in order to
fulfil the criteria as laid down to
other applicants. SPV's are a
mechanism used within funding
strategies to streamline, and
delineate transparent accounting
data and records. SPY's maintain
and preserve the workings of
individually funded entities by
ensuring integrity and
transparency.

The SBCI itself, required a
Government equity injection of
€25 million in February 2017.
This is on top of the initial €10
million Government equity
injection at the outset (2014).

The SBCI, (Annual Report 2016)
stated that the bank did not
apply bad debt provisions in
their 2015 and 2016 accounts.
The SBCI had losses of €5.3
million in the first 28 months
of trading. The application of
standard accounting rules
regarding bad debt to both
years accounts would have
resulted in a provision of €31
million. If this had been
implemented the SBCI would
have been insolvent as at 31st
December 2076.

The SBCI at the end of 2016,
stated in the Report, that €601
million of loaned funding was
unsecured with the remaining
€55 million secured via
debentures. A number of these
debentures appear not to give a
first call/preference to the SBCI.

Despite the ethos of the Act being
to encourage an increase in
working capital lending, the

report outlined that at the end of
2016, of the €1.24 billion approved,
€656 million was drawn by the on
lenders; €544 million of this was
put out to the market. The
remainder €112 million was
‘hoarded'. Out of the €544 million,
€60 million funded working capital,
€457 million for investment
purposes and €27 million was made
available to eligible SME vehicle
loan facilities originating with a
bank which was exiting or had
exited the Irish market (ACC, Danske
& Lloyds Bank Of Scotland, Anglo
Irish Bank and Irish Nationwide).
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Mr Conor O'Kelly is an English registered

is chief executive of company Set up in June
NTMA and Ireland 2004 with total losses in

- . - €172 million at
SBCl and announce €51m in Strategic nvestment 23 December aiit

Fund while also acting

new funding for Irish SMEs &

No €10 million
equity

_— investment
NSt and Youn - i &
are auditors fo§J Finance Ireland Limited

P~ Financalieiant had the use of €81 million of

{ well as being on :
buS[a L ol pan@el o Tax Payers money at a maximum

the SBCI The SECLAME A of €150,000 in interest repayments

€51 million to Finance  \WIANL
Ireland Limited in
October 2015 of which €15
million was forwarded
to their subsidiary,
FICS Holdings
One DAC.

A further €30 million
was then approved by
the Ireland Strategic

The Chief Executive _Investment Fund for
of FICS Holdings One Finance Ireland Limited in

DAC is Mr. Billy Kane. He is 2016 which earned no return

the former Chief Executive for the Irish Taxpayer
= of Permanent TSB, an Irish in 2016.
“\ Bank which received a
Government bailout in
2011 of €217 billion.
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First Citizen Agri gl
_ | Finance DAC, received '
SBCI| and (. | - announce €50m A segment of the Permanent TSB loan €40 million from | First Citizen Finance

book came under the control and thes6Cl 4 NN and its two subsidiaries
. : e . . - had pre-tax losses of

ownership of First Citizen Finance. This 4’ v €1.097 million in

company was incorporated sept 202- [} & No ?qOUintw;lhon y 2016

a new startup- was this disposal put out . el W

in lower-cost fundihg for Irish agri-business SMEs

-—
to public tender? Top level staff of < \ :
" e I‘ ‘ ‘ ' ,‘ ~
Permanent TSB moved to First Citizen ) &
Finance also. This was all prior to Ca ‘ N First Citizen Agri

First Citizen Finance securing First Citizen Finance are F inﬁgfﬁr?{j\gaaprﬁa?ot
: _ KPMG; they are also internal :
SBC! funding. auditors for the SBCI and RIGRHCTS
they are also the auditors for ‘
Permanent TSB
in 2012.

i FirstCitizen Agri. ™ g™
\\\‘v Finance DAC drew down g
i  12.5% of their approved

funding. As per Freedom of
@ The parent company First Citizen Finance DAC were owed € 1,856,963 Information, there exists

as at 31st December 20016 as it is shown in accounts as amount owed to
related party instead of equity capital which was one of the requirements of the SBCI.

@ First Citizen Agri Finance DAC (the SPV set up and owned
by First Citizen Finance) drew down €5 million, was this paid back to the
parent company due to a low level of income reported in the accounts?

no penalty on undrawn
funds of €35 million.

@ You will note that above, we refer to two
different figures (€40 million and €50 million); as well as two different entities
(First Citizen Finance and First Citizen Agri Finance DAC). These inconsistencies
were reported as above in the SBCI press release as well as the SBCI's annual
report, and Freedom of Information questions.

@ KPMG were paid €160,680 over 2 years by the SBCI to carry out internal audits; yet

these inconsistencies in the funding figures remained reported. g




The auditors of Bibby
Financial Services (Ireland
Ltd) is Deloitte LLP - Is
there a commonality between
the auditors (Deloitte LLP)
and SBCI panel members
(Deloitte and Touche)?

THE : THE
 STORY . REALITY The 2014 comparative figures Bibby Financial Services
' | of the 2015 audited accounts Ireland Ltd annual CRO
show the debtors and creditors Return are
reduced by €27.7 million when they are PricewaterhouseCoopers
compared to the 2014 audited accounts who also on SBC
with no apparent notes made in the Selection Panel

The filing agents of

- Bibby Financial Servic

launch €45m invoice financing

fund fbr..l.rish SMEs

accounts to reflect reasons for

this substantial change. Does this

stiggest that the Irish entity
nas lost €27.7 million?

@ Bibby Financial Services Ireland Limited is a wholly owned
subsidiary of the Bibby Line Group (a British shipping
Company). The Bibby Line Group lost €14 million from
normal trading (after interest, before tax) in 2015 and lost
€84 million in 2016.

@ This company was provided with subsidised (by parent
company, as per accounts) working capital from inception
right up to 2014.

@ The Bibby Group put in an ‘investment proposition paper'
to the SBCI in October 2014 (Freedom of Information 15th
March 2017). Bibby Financial Services Ireland were then
funded in June 2016.

@ Bibby now directly competes in the Irish market to the
disadvantage of other independent operators, as they have
funding from the SBCI at 1%.

@ The following evidence would seem to indicate a level of
financial engineering carried out by Bibby Financial Services
(Ireland) Ltd in order to obtain SBCI funds at a detrimental
financial cost to the Irish Taxpayer:

No SPV.
No Business Plan.
No €10 million
investment.

A summary of this is as follows:
@ At 31 December 2013 Bibby Ireland owed its parent € 21.6 m

@ July 2015, it entered into 3 year back to back confidential
invoice discounting agreement with Barclays PLC. At the end
of 2015 the loan due to parent was €175 m therefore monies
raised here went to reduce the inter-company loan

@ 8 July 2016 this Barclays facility was cleared by SBCI
monies and a floating charge put in place

@ On the same day they put a fixed and floating charge in
place for HSBC PLC

@ Adirector of Bibby Financial Services (Ireland) Ltd, Richard
Carter, whose signature appears on undisclosed altered
accounts for 2015 comparatives was a director of a HSBC
PLC subsidiary at the same time as his directorship in Bibby
Financial Services (Ireland) Ltd. )
HSBC plc hold a fixed and floating charge over Bibby Financial
Services(Ireland Ltd) which provides first call as distinct from
a weaker security held by the SBCI (floating charge) to protect
the Irish Taxpayer.

Both of these charges were created on the same date.

The SBCI being the biggest funder of Bibby Financial Services
(Irefand) Ltd should have held more robust security in order to
protect Irish Taxpayers interests.

Two of the former MD's of Bibby Financial Services Ireland are former Bank of
Scotfand and Certus senior management. Were portions of the Certus/Bank of
Scotfand loan book sold across to Bibby Financial Services Ireland ?
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SBCl and . announce new €25m
fleet finance fund for Irish SMEs

Through the Merrion
Fleet Finance DAC
operation there is evidence
of hoarding of up to €4.8
million out of a €10 million
drawdown, out of €25
million approved as
at December 2016.

Only 40%
of funding
CIIATER
drawn down

They were approved
in October 2015; drew
down €10 million by end
of 2016, and had
refunded the
€10 million by
July 2017.

Grant Thornton are
auditors of Merrion Fleet
Finance Ltd and they
are on the SBCI
Selection panel
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REALITY

- FEXCOAsset | announce €70
million in specialist leasing finance for Irish SMEs

are the
company
auditors and
they are also
on the SBCI

Selection

committee

how much was
not drawn down

- Fexco received the largest allocation of
SBCI funds of €70 million. Fexco are not
operating in the working capital market

There is no evidence
ofany penalty — @
clauses charged

for the year end
December 2016 on
undrawn funds

as per Freedom

of Information

There is no transparency as to
how they are using Irish
taxpayer's monies

No SPVsetup —e

No business plan

No € 10 million equity -
Fexco Asset Finance Unlimited- due to this company being an unlimited company it is
impossible to get a true established picture of their net financial worth and trading
history.

15
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STORY

SBCI allocates additional €400m to for
low-cost funding for Irish SMEs

N
ness plan
' was submitted; "\\
~ therefore, no

ouche are the
mpany auditors
theyarealsoon

17




THE
STORY

SBCI provides €200m to
in new lower-cost funding

®—— No SPV was set up, no business plan submitted;
therefore, no transparency as to the use
of this money.

Pricewaterhousecoopers

are the company auditors
and they are also on SBC
g, selection committee

No security '
provided as per ~ No €10 million——=®

SBCI Accounts  Equity provided

Bank of Ireland Plc- this bank refunded Government bailout money of
over €6 billion in 2015-2016. They went to the SBCI and got approval for
€200 million (at an interest rate of 1%).

19
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STORY e\ | | |
SBCI I | I No SPV was set up, | "
teams up with to provide €75m il |

_ : submitted, therefore no r |

in new lower-cost funding to Irish SMEs

transparency as to the | I
use of this money L

V Ernst and Young a?\‘

the company auditors —
and they are also :

of 1% after its parent
company received on SBCI selection !
substantial committee :
bailout monies. I
4

They were approved
€ 75 million of SBCI monies
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Table of Reference Points re Review of SBCI Sucessful Non Bank on Lenders To 31 December 2016

Number Description Bibby Financial Services Fexco Finance First Citizen
Ireland Limited Unlimited Agri Finance DAC
1 SPV Done as per FOI NO NO YES
2 Equity NO Not available NO
3 Business Plan done as per FOI NO Not available YES
4 Working Capital network and experience  YES NO NO
B Amount Approved €45,000,000 €70,000,000 €40,000,000
6 Amount Drawndown €2516,000 Information not available as Unitd ~ €5,000,000
7 Amount undrawn in monies and % terms  €19,884,000 Information not available as Unltd ~ €35,000,000
44.19% 87.50%
8 Amount Drawndown and not put to market ~ €17,669,632 Information not available as Unitd  €3,008,346
in monies and % terms 70.35% 60.17%
9 Amount drawn Down and paid back to €20,000,000/€25,000,000 N/A N/A
Parent Company
10 Security Floating Charge Mortgage Debenture First Fixed Charge over property
1 Evidence of Accounts Engineering 2014 figures adjusted in debtors ~ No SPV Set up Put €1.8 m of funds into First Agric
and creditors by 27.7m. Subsidised  No accounts available for CRO as loan instead of equity
funding from parent co. from
2006 to 2014 Benefit approx
€8m. Floating Charge. No SPV.
No Interco transactions
shown in accounts
12 Name of legal entity on Debenture Bibby Financial Services Fexco Finance Unlimited First Citizen Agri Finance DAC
versus SBCI Ireland Ltd
13 Name of Auditors Deloitte LLP England Ernst and Young KPMG
14 Auditor Rotation 9yrs 10 Yrs 4 yrs as set up October 12

(2008 to 2010 Deloitte Ireland)
(201 to date Deloitte LLP)

ie How long auditor involved with on lender
to December 16

15 Date of Sign off of on lender audit 3/5/11
accounts versus SBCI SIGN OFF

31/8/16 (Accounts to 27/ 12/ 2015)  28/6/17
Awaiting FOI Reply from SBCI Awaiting FOI Reply from SBCI

16 Penalties for non draw down of monies No penalty charge as per FOI No penalty charge as per FOI No penalty charge as per FOI
17 Potential for a conflict of interest Deloitte LLP. Perhaps a commonality ~ Ernst & Young - who also sit on Same Auditors as internal auditors of SBCI
between the Auditors (Deloitte LLP)  the Panel within the SBCI -
and panel member (Deloitte & Touche) is this a conflict?
22

A panel within the SBCI was set up to conduct reviews as to potential on lenders. As per Freedom of Information (from NTMA) 15th December 2016, the panel consists of Ernst & Young,
Deloitte & Touche, Grant Thornton Corporate Finance Limited, Mazars, and PricewaterhouseCoopers.

Finance Ireland Ltd

YES

NO

YES

NO
€51,000,000
€15,000,000

€136,000,000
70.59%

€6.600,000
56%

N/A

Share mortgage over entire issued share
capital of FICS (Holdings) One DAC.

Monies raised by Finance Ireland

and pass down to FICS Holdings One DAC.
They raised €25m Convertible pref shares

to fund SPV instead of using its owned
retained earnings

Finance Ireland Ltd

Ernst and Young

byrs

30/03/2017

No penalty charge as per FOI

Major shareholder is NTMA who run SBCI.

Auditors are Ernst and Young who also sit on

the Panel within SBCI. Is this a conflict?

FICS Holdings (One) DAC

YES
NO

Awaiting FOI REPLY

NO

€36,000,000
70.59%

€6.600,000
56%

N/A

Mortgage Debenture

Monies raised by Finance Ireland and
pass down to FICS Holdings One DAC.
They raised €25m Convertible pref
shares to fund SPV instead of using
its owned retained earnings

FICS Holding (One) Ltd

Ernst and Young

2Yrs

29/05/2017

No penalty charge as per FOI

Who has SBCI Debentures secured on?
Major Shareholder is NTMA who run
the SBCI

Merrion Fleet Finance Ltd

YES

YES

YES

NO
€25,000,000
€10,000,000

€15,000,000
60.00%

€5,221597
52.22%

N/A

Mortgage Debenture

Sold company July 17

so used monies to tidy accounts
for sale

Hoarded €5.2m

Merrion Fleet Finance Ltd

Grant Thornton

2Yrs

(set up Sept 15)

Parent Co with GT Since 2009 ie 8 yrs

25/04/2017

No penalty charge as per FOI

The Auditors here are Grant Thornton.
Grant Thornton sit on the Panel within
the SBCI. Is this a potential conflict?

SBCI

YES
Initial €10m topped up by €25m Feb 17

Awaiting FOI Reply

NO

€124 Billion
€656,444 m
€583,560 m
47%

N/A

N/A

Irish Taxpayer

No Bad Debt provision in 2015
or 2016 accounts

£€25m equity brought in before
2016 accounts approved

N/A

KPMG (Internal Auditors)/C&AG

2 Years

13/04/2017

No penalty charge as per FOI

Major Shareholder in Finance Ireland
Ltd through NTMA. NTMA run SBCI

A panel within the SBCI was set up to conduct reviews as to potential on lenders. As per Freedom of Information (from NTMA) 15th December 2016, the panel consists of Ernst & Young,

Deloitte & Touche, Grant Thornton Corporate Finance Limited, Mazars, and PricewaterhouseCoopers.
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Table of Reference Points re Review of SBCI Sucessful Bank on Lenders To 31 December 2016

1 SPV Done as per FOI

Business Plan done as per FOI

king Capital network and experience

5 Amount Approved

Jrawnaown

Amount undrawn in monies and % terms

Amount drawn Down and paid back to
Parent Company

Evidence of Accounts Engineering CNA N No bad debt provision in either 2015
N or 2016 accounts.
£25m equity brought in before
2016 accounts approved

Name of Auditors  Deloitte and To i KPMG (Internal Auditors)/CSAG

Date of Sign off of on lender audit
accounts versus SBCI SIGN OFF

Potential for a conflict of interest -~ PricewaterhouseCoopers : Major Shareholder in Finance Ireland
 are the auditors ~ Ltd through NTMA. NTMA run SBCI

A panel within the SBCI was set up to conduct reviews as to potential on lenders. As per Freedom of Information (from NTMA) 15th December 2016, the panel consists of Ernst & Young,

Deloitte & Touche, Grant Thornton Corporate Finance Limited, Mazars, and PricewaterhouseCoapers.




