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D R A F T

IR ISH  L IF E &  P E R M A N E N T  PLC ("TH E C O M P A N Y ")

M IN U T E S O F M E E T IN G  O F TH E B O A R D  O F D IR E C T O R S

H E L D  ON T U E SD A Y  20 A PR IL 2004 at 8.15 a.m .

IN IR ISH  L IFE C E N T R E

P resent: R . D ouglas (in the C hair)

D. W ent

G. B ow ler

D. C asey

P. Fitzpatrick

E. H effem an

P. L ynch

B. M cC onnell

K. M cG ow an

K. M urphy

F. Sheehan

In A ttendance: S.A . R yan (G roup Secretary)

C . L ong

D. G antly (37-IL P-4 &  38-IL P-04)

D onal C asey (39-IL P-04)

33-IL P -04 T he m inutes of the B oard m eetings held on T uesday 2 M arch 2004 and

T uesday 23 M arch 2004 w ere approved and signed. A rising from  m inute

22-IL P-04, D enis C asey confirm ed that the actual cover level set out in

the incorrect L ife O ptions brochure w as being granted to those custom ers

affected by the error.

34-IL P -04 T he m inutes of the A udit C om m ittee m eeting held on T uesday 23 M arch

2004 w ere noted.

35-IL P -04 T he m inutes of the N om ination C om m ittee m eeting held on M onday 19

A pril 2004 w ere circulated at the m eeting and these w ere noted. T he

C hairm an pointed out that all non-executive D irectors had been invited to

the m eeting and thus it had been constituted as a m eeting of all non-

executive D irectors. H e also confirm ed that a copy of the R eport on the

E valuation of C ollective B oard Perform ance, prepared by the extem al

consultant, John B arnard, had been circulated to all D irectors.

T he B oard discussed the R eport at som e length and, w hile recognising

that it w as largely a self-assessm ent process, w as pleased w ith the overall

outcom e.

T he G roup C hief E xecutive indicated that he w ould bring forw ard

proposals to progress the specific actions identified by the N om ination

C om m ittee to further im prove B oard effectiveness.

T he B oard agreed that a professional search agency be engaged to assist

in the appointm ent of a further non-executive director who w ould have

particular skills in the area of consum er distribution and m arketing. A s

part of the search process it w as anticipated that each D irector w ill be

asked by the search agency to subm it nam es of potential candidates.

PTSB00252-001
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T he C hairm an also indicated that he w ould be discussing w ith E xecutive

D irectors how  the B oard m ight add m ore value to their business

operations and w ould also shortly be carrying out a review  of individual

D irectors' perform ance.

36-IL P-04 T he G roup C hief E xecutive's R eport to M arch 2004 had been circulated

and this w as review ed. M atters arising from  a discussion of the R eport

w ere as follow s:

Profit before tax and exceptional item s for the first three m onths w as

about €24m  and w as on target to achieve budgeted num bers for the

year-end. (Figures for G roup Sales and ptsb's P &  L  for the first

three m onths of2004 w ere circulated to D irectors after the m eeting.)

T he e-channel (including telephone) activity in the bank w as sm all

but grow ing and a visit of D irectors to the e-B usiness cenfre in

B lackrock w as suggested.

Peter Fitzpatrick provided an update at the m eeting on recent

corporate activity in bothfrelandand the U K .

37-IL P-04 D avid G antly m ade a presentation on Liquidity Policy in B anking

O perations and highlighted the im portance of this policy for R ating

A gencies and R egulators. T he relative costs of 7 day versus 30 day

liquidity arrangem ents w ere discussed, as w as the need to m onitor

counterparty arrangem ents. T he B oard approved the sfrategy outlined in

the docum ent w hich had been circulated, including the policies related to

the m anagem ent of liquidity. It w as agreed to carry out an annual review

of the strategy.

38-IL P-04 Peter Fitzpatrick sum m arised the key features in the list of approved

credit lim its for G roup T reasury that had been cfrculated for the m eeting.

It w as noted that the lim its com ply w ith M oody's ratings and w ith

regulatory and intem al restrictions.

39-IL P-04 

Non IL

PTSB00252-002
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40-IL P-04 Peter Fitzpatrick m ade a presentation on the recent Investor R elations

program m e w hich incorporated over 80 one-on-one m eetings since M arch

2004 covering all m ajor investm ent centres and also included three m ajor

broker conferences. The launch of the G roup's now  revam ped w eb site

w as also highlighted.

A  m arket research project w ith analysts and investors w ill shortly be

carried out and a presentation of the results w ill be m ade at the June

B oard m eeting.

41-IL P-04 The previously circulated C om pliance U pdate w as review ed by the

B oard.

42- IL P-04 The B oard noted, based on a previously circulated m em orandum  from

D avid M cC arthy, the proposed capital spend to adopt an Intem al R atings

B ased ("IR B ") approach to credit risk w ithin the B ank's retail portfolio as

part ofthe im plem entation of B asel II as required by IFSR A .

43-IL P-04 The B oard noted, based on a previously circulated m em orandum  from

Frank M cG ow an, the developm ent finance proposal for Lam bay

D evelopm ent &  C onstm ction Ltd. that w as approved by the C redit

C om m ittee.

44-IL P-04 The B oard noted, based on a previously circulated m em orandum  from

Peter M cC abe, the approval by the C redit C om m ittee of an increase in the

BNP Paribas D erivatives lim it, accom m odated by an equivalent reduction

in the cash lim it.

45-IL P-04 The B oard noted the approval by the C redit C om m ittee of an increase in

the derivative exposure to U B S above the previously approved lim it due

directly to currency m ovem ent.

46-IL P-04 

47-IL P-04 The B oard approved the proposal to appoint new  pension schem e tm stees

as follow s:

(a) C iaran L ong as a director of TSB B ank Pension T m st Ltd.

(b) C iaran L ong and M ichael C onlon as m anagem ent nom inees to the

board of tm stees of the Irish Perm anent Staff Pension Schem e, and

(c) C iaran L ong as a m anagem ent nom inee the board of tm stees of the

Irish Progressive Pension Plan.

48-IL P-04 The B oard approved the use of the C om pany Seal for the period 27

Febm ary 2004 to 8 A pril 2004 as set out in the Secretary's R eport.

Non IL

PTSB00252-003
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49-IL P-04 T he A nnual G eneral M eeting of the C om pany w ill take place on Friday

21 M ay 2004 at 11.30 a.m . in Jurys H otel, D ublin 4. It w as agreed that a

m eeting of the B oard w ill be held at 10.30 a.m . on that day in Jurys H otel.

T he next follow ing B oard m eeting w ill take place on T uesday 22 June

2004 in the R adisson SAS H otel, G alw ay.

C hairm an

D ate

49-ILP-04 The Annual General Meeting of the Company will take place on Friday 
21 May 2004 at 11.30 a.m. in Jurys Hotel, Dublin 4. It was agreed that a 
meeting of the Board will be held at 10.30 a.m. on that day in Jurys Hotel. 

The next following Board meeting will take place on Tuesday 22 June 
2004 in the Radisson SAS Hotel, Galway. 

Chairman ...................................... . 

Date ............................................. . 

PTSB00252-004
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Group Treasury 

Liquidity Reporting Requirements

INTERNAL AUDIT REPORT

Report Issued to: David Gantly Group Treasurer
  
  
Audit Team: Stuart Heffernan Senior Auditor, Internal Audit
  
  
Approved By: Hilary Flood  Chief Risk Officier 
  
  

Audit Code
Issue date:
Report Number

 GFGT02 
 23 February 2007

07 N 01
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Group Treasury – Liquidity reporting requirements

   1 

1. MANAGEMENT SUMMARY

Objective To review the controls in place to implement the new Financial

Regulator requirements for the Management of Liquidity Risk and

the resulting reporting output prior to going live.  

 
Scope Financial Regulator requirements for the Management of Liquidity


Risk.
 
Main Findings Internal Audit tested a sample of the figures included in the liquidity


reports produced for 31 December 2006 and reviewed

documentation, including the liquidity policy, prepared by Group

Treasury. Overall, Internal Audit is satisfied that Group Treasury

have in place a revised Liquidity Policy document and are satisfied

with the accuracy of the data, as tested, being reported in line with

the Requirements.  

There are a number of actions which Group Treasury will have to

complete immediately after going live in order to ensure accurate

reporting going forward.  As they stand currently, these points will

not impact on the ability of Group Treasury to commence reporting

under the new requirements, however, they must be addressed to

ensure full compliance on an ongoing basis.  Due to the nature of

this review, these points have not been graded but are included in

Internal Audit’s overall assessment of Group Treasury’s

implementation of the Requirements.  The points are documented in
Section 2 of this report.  Internal Audit have set out the current

status of the items and have agreed appropriate courses of action

with Group Treasury.  In addition, Internal Audit have agreed to

complete a spot check in Q2 to ensure adherence to the actions.  

Group Treasury are aware that there are some very minor rounding

differences on the face of the liquidity reports.  The underlying data

is not affected. These do not have a material impact on the

percentages or ratios reported.  Group Treasury are currently

working with the system developers to resolve the issue.

It should be noted that Internal Audit’s review was limited to

cashflows from Group Treasury and permanent tsb, which make up

the majority of the cashflows included in the Liquidity Report

submitted to the Financial Regulator. The cashflows from the

subsidiary companies of Irish Permanent International (IOM),

permanent tsb Finance Ltd and Capital Home Loans Ltd (UK) have

not been reviewed by Internal Audit. 

PTSB02140-003
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I" L·.c p t ~~~~ 11e & ermanen pic 
:arlr.:i 

Lov.-er /\bbey Street 
Dublin 1 

Tel: (353 1) 704 2000 
Fax: (353 1) 704 1908 

Strictly Private & Confidential 
Addressee only 

Ms Mary Burke 
Head of Banking Supervision 
Financial Regulator 
Central Bank 
Dame Street 
DUBLIN 2 

20 November 2008 

Dear Mary 

Irish Life & Permanent pic 

On behalf of Irish Life & Permanent pic I submit the attached business plan. 

This plan illustrates how the Group proposes to strengthen and maintain its financial 
strength during the challenging period ahead. 

In particular, it highlights the following: 

• The Group's capital strength is such that it does not face any need to add to 
its core equity from external sources over the period to the end of 2011. 

• Across the Group we have consistently adopted a low risk approach to the 
business. Within the bank, we have concentrated upon retail lending and 
impairments within our loan books are expected to be significantly less than 
those for banks with more diversified portfolios. 

• We expect that post tax profits for the Group will rise from an anticipated 
€302m in 2009 to €474m in 2011. 

• The capital strength of the Group is such that we can withstand further 
significant shocks regarding loan impairments and adverse impacts on the 
profitability of the Group outside of the base case assumptions contained 
within the plan. 

• We are confident that we can restructure our funding base over the course of 
the next three years. Central to this is consideration of the maturity of the 
Government Guarantee in 2010 and the need for this issue to be addressed 

!:1• h 1.1fi: 1\ f ,.:.;:i;:~r-l'~:·~t t11c ((lit•.;,!:!) o:L, perrr:1.men1 is D);:. r·r~t.j 1 ~l\i··r! :,,_, li'·: r·,r,,it1' 1:11 Fo-~::~':Ji.·l 

Directors: Gillian Bowler (Chairman), Denis Casey (Group Chief Executive), BreHni Byrne, David Byrnc1 Peter Fitzpatr1ck, DMuta Gray (UK), Eamonn Heffernan, Roy Keenan, 

Kieran McGowan, Kevin Murphy, Finbar Sheehan Part No: iLA0487 
Rev 2007/05 
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before then if there continues to be a high degree of dislocation in the credit 
markets. 

• We have a number of ambitions on the slrategic front including EBS Building 
Society (well progressed) and Irish Nationwide Building Society (very early 
stages). We look forward to discussing these opportunities with you. 

I loo~k· f~rward to having the opportunity to discuss this report with you at your earliest 
conv 1ence. 

I 

Y]Jor ·. incerely"' 

,' P< 
Nl~ CASE 

rou Chief Executive 

PTSB02524-002
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Life & Permanent pit 

Lower Abbey Street 
Dublin 1 

Mr Bernard Sheridan 
Tel: (353 1) 704 2000 
Fax: (353 1) 704 1908 

Banking Supervision Department 
Financial Regulator 
PO Box 9138 
College Green 
Dublin 2 

23 December 2008 

Dear Bernard 

I refer to your letter of 9 December in relation to our Business Plan. As requested, 
we have now updated our Assumptions underlying the initial Plan and obtained the 
agreement of the Board for these revisions. The Board met on 16 December and 
engaged in a detailed consideration of the Plan and recommended certain 
adjustments which have now been incorporated in the updated version which is 
attached. 

Schedule 1 of your letter deals with a number of other issues in relation to the Plan. 
enclose a reply to all seven issues and look forward to having the opportunity of 
discussing these issues further with you. 

Yours sincerely 

It •Lti t.P··r,, _•l·.!~c.(tPC•r] .s permanent tsb) r."Jt"l j , th :-.n 1 .. ,•-,..g, <ik ' 

D>rect >rs: Gil Han Bowler (Chairmon), Denis Casey (Group Chief &ecubve), Breffni 81rne, Da'lid B1rne. Peter fitzpatrick. Danuta Gr8} (UK~ Eamonn Heffernan, Roy Keen1n, 
Kietan McGowan, Ketln Murphy, Finbar Sheehan 
Rt.ll ·j . '.:: h .. Lt'.·r.'l'·.- Lrv.:- ·:.:.Y: ::'•L•''.lt:b~on l.lt'J"~ r : .. ·f J,n(\ .. ·ut'=\• ·tS~'-·l·jf'o .... :l'=''= .... i· tvjlr u• v~f...-:• •fc•'·• Lt• . .. u .. o· .-p -

Part No: ILA0487 

Rev 2001/05 
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. ·, ' 

Revised Plan for FR 

Economic Assumptions 
2007 2008 2009 2010 201 1 

ROt 
House Prices -7% -13% -11% -3% -1% 
GOP 4.10% -1.70% -4.00% 0.50% 1.50% 
Unemployment 4.60% 7.40% 10.20% 11.00% 10.20% 
Interest Rates 4.00% 2.50% 1.50% 1.50% 2.00% 

UK 
House Prices 5% -14% -10% -3% 3% 
GOP 3.10% 0.90% -0.90% 1.70% 2.60% 
Unemployment 5.20% 6.00% 8.40% 8.40% 7.50% 
Interest Rates 5.50% 2.00% 1.00% 1.00% 1.50% 

There are no changes to any other assumptions including book growth and cost of funds and life earnings. 

Summary Financial Outputs 

2008 2009 2010 2011 Total 
€m €m €m €m €m 

Banking profits 
Operating profit 100 61 91 153 
Guarantee costs -7 -34 -26 0 

93 27 65 153 

Group profits 
Profit before tax 409 290 356 478 
Tax -43 -24 -34 -47 
Profit after tax 366 266 322 431 

Impairment provision (excluding Icelandic banks) 
profit and loss charge 44 146 128 103 422 
bp 11 36 32 25 104 

Capital Surplus 16 82 387 674 

PTSB02615-002
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Capital 
2008 2009 2010 2011 

€m €m €m €m 

RWA 20,900 21,290 20,225 19,710 

Available capital 

Tier I 4,559 4,293 4,588 5,002 
Tier 2 

Debt 1,210 1,109 786 729 
Other 106 94 99 99 

5,875 5,496 5,473 5,830 
Deductions -3,802 -3,455 -3,225 -3,343 

2,073 2,041 2,248 2,487 

Required capital 
Required (8% ratio) 1,672 1,703 1,618 1,577 
Pillar 2- ICAAP add-on 385 255 243 237 

2,057 1,959 1,861 1,813 

Surplus 16 82 387 674 

RAR 9.9% 9.6% 11.1% 12.6% 

Change from original plan 

Available capital 
profit before tax -44 -92 -144 
taxation 8 14 22 

-37 -78 -122 
Tier 2 provision 1 2 1 
EL -28 -7 15 

-63 -83 -106 

Required capital 
Required 8% 45 27 21 
ICAAP Add-on 7 4 3 

52 31 24 

Change in surplus -115 -114 -130 

Original Surplus 198 501 803 

Revised surplus 82 387 673 

PTSB02615-003
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Response to schedule 1 

Business Plan Approval 
The Board of Directors met on Tuesday 16 December and considered the business 
plan which had previously been submitted to the Financial Regulator. In particular, it 
considered the original economic assumptions and recommended that a number of 
these be further updated to reflect the current consensus view of the market. That 
process has now been completed and the revised assumptions and financial output 
is attached. These outputs have been communicated to the Board. 

Stress Scenarios 
The stressed case scenario and relevant sensitivities have previously been 
presented to the Financial Regulator through Dwayne Price. 

Liquidity and Funding 
The aspect of resourcing within our Group Treasury was raised with the Board at its 
meeting on 16 December. In that regard it was noted that the matter had been 
previously raised in a post inspection letter and a response had been sent to Dermot 
Finneran on 3 December 2008. The Board noted the content of the reply and, for 
the sake of completeness, we attach a copy of this letter in which Section H6 refers 
to the resourcing issues. 

With regards to contingent funding and liquidity arrangements, effectively the Group 
has invoked its contingency funding plan with effect from late 2007. This involved 
the use of ECB funding, supplemented by intra Group borrowings and intra market 
support where available. 

In the period since the end of 2007, the Group has continued to create pools of 
assets capable of being used as collateral to support continuing Repo transactions in 
the market. In excess of €3bn of such collateral was used to support term funding to 
refinance maturing long term debt and these transactions were completed in the third 
quarter of this year, prior to the introduction of the Government Guarantee Scheme. 

Going forward, we will continue to depend upon the availability of Repos, either from 
the ECB or market generally. At the Alco meeting of 18 December, it was reported 
that we had approximately €5bn of unpledged collateral within the various mortgage 
pools and a further €1 Obn of assets capable of being collateralised with in the region 
of half of this level capable of being accessed quickly in a distressed situation. The 
Group is committed to continuing to build up pools of collateral assets. 

Longer term funding solutions which were briefly discussed at our meeting with the 
Financial Regulator on 2 December, continue to be researched by ourselves. We 
have engaged with Goldman Sachs on this matter and hope to revert to you again in 
January. We remain enthusiastic about the opportunity of engaging with other Irish 
Institutions through a forum which could be facilitated by the Financial Regulator. 

Deposits 
The Group remains committed to growing the level of retail and corporate deposits. 
An application to the FSA in the UK has now been submitted and a reply expected by 
mid January which, if successful, will permit the Group to commence retail deposit 
taking in the UK, where it does not currently have a presence. 

We expect that the commercial/corporate deposit market will remain difficult over the 
year end as liquidity is tight in the market generally. However, we are hopeful that 
the first quarter of 2009 may see some easing of the market. 

PTSB02615-004
   PTSB01B01 14



Whilst being committed to improving the Group's loan to deposit ratio, we again 
repeat the matter raised in the business plan and raised at our meeting on 2 
December, namely that we feel the most appropriate measure of funding is the ratio 
of deposit and term funding combined as a percentage of total funding. This more 
appropriately addresses the funding risk presented by the duration of the assets on 
our Group balance sheet. Accordingly, where a shortfall may present itself over the 
three years of the plan in deposits/customer accounts, we feel that this shortfall will 
be rebalanced by drawing higher levels of term funding. Our current plan assumes 
that term funding stays at 30% of the total and, where a term funding solution as 
discussed above is found, this assumption will be unduly conservative. 

Current Accounts and Tracker Mortgages 
The information requested has already been presented to the Financial Regulator 
through Dwayne Price. 

Quarterly Projections 
Whilst we have updated all projections within the business plan and completed this 
exercise last Friday, we still have some outstanding work in respect of the quarterly 
projections which were requested. We anticipate having this information with the 
Financial Regulator in early January. 

PTSB02615-005
   PTSB01B01
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B o ard M eetin g  of Irish  L ife &  P erm an en t p lc

to be h eld  o n  T u esd ay 1  F eb ru ary 2005 at 9.00 a.m .

in T h e M arrio tt H otel, D ru id s G len

S p ecial B u sin ess - 3 Y ear B u sin ess P lan

Introduction to P lan

T he M arket V iew  of IL& P  (G oldm an S achs) (nof attached)

p erm an en t tsb

R etail Life

C orporate B usiness

Irish Life Investm ent M anagers

S W O T A nalysis Including Financial Im pacts of P lan

C orporate A ctivity

O pen Forum  on Future S trategy
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X

C O R P O R A TE P LA N  2004 - 2006

U P D A TE

IN TR O D U C TIO N

February 2005

S trateg y R em ain s U n ch an g ed

'Leading Provider of Personal Financial Services In Ireland"

Focus on O rganic G row th

C ost M anagem ent

C ontribution EPS grow th in excess of 30%

r
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X

M ajor Initiatives

M ortgages

· Strong G row th in Intensely C om petitive M arket g ^^p r^

D efending M arl<et Share Through:

V  Launch of Tracker M ortgage

> M ore aggressive selling of O ne P lan

·>· S tronger Focus on R IP s

> P roduct E nhancem ents for FTB s

R educe Early R edem ptions/C ustom er D efections

> P roactive S ervice C alls

> E xtension of Tracker to E xisting C ustom ers

perm anent tsb

2.000

ptsb m ortgage balance analysis (· m )

-t:2«-

0.25

D ec 01 D ac 02 M ar 03 Jun 03 S ep 03 D ec 03 M ar 04 Jun 04 S ap 04 D ec 04

- R es - F ixed S id — fif-R es · F ixed D isc —  R  e s · V ar S td -H S i-R es - V ar D isc — .—  Traclter

10

).35

3.81

p e rm a n e n t ts b
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G R O U P  C H IE F E X E C U TIV E 'S  R E P O R T

# E B R U A R Y 2007

1. F IN A N C IA L S

The full year results are dealt w ith as a separate agenda item  - P eter and I w ill

take you through our planned presentation. S uffice to say the figures are really

very good, throughout the business, and w e are probably 4-5%  ahead of

consensus.

S A L E S

T he various business units dealt w ith 2006 sales at the last B oard. W hile its

early days January w as pretty good everyw here. Irish m ortgage sales in the

B ank are under pressure due to m arket and com petition but D enis can deal

w ith that in m ore detail.

IR IS H  LIFE R E T A IL

C hief Exec R eport Feb. 2007
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4. p erm an en t tsb

R ESID EN TIA L LEN D IN G  (IN C LU D IN G  A LL R IPS)

W e are finding the going pretty challenging in the residential m ortgage m arket.

O verall activity levels are low er than 2006 w ith estate agents reporting

som ething of a M exican stand off betw een potential buyers and sellers. W hile

view ing activity is reasonably steady, offers are slow  to m aterialise w ith buyers

holding back in the expectation that sellers w ill reduce asking prices to secure

a sale. C ontinuing pre election posturing in relation to stam p duty changes w ill

do nothing to stim ulate dem and over the next few  m onths.

dit

ck

are

ive

ion

nt

ed

ply

W e have also seen som e significant pricing m oves in the m arket w ith U lster

bank and A IB  m oving to m im ic the N IB  LTV  tracker pricing. Tracker pricing

from  these three com petitors now  sits in a 50 basis points to 100 basis points

range. O ur tracker pricing range is 90 basis points to 135 basis points. This gap

is not sustainable and w e are in the process of review ing our tracker product

pricing to m ove back into line w ith the m arket. This further cut in m argins

m eans current broker rem uneration term s are no longer affordable. W e are

developing parallel proposals to begin a process of reducing broker

com m issions.

A t w eek 5 (w eek ending 6 February) overall residential approvals am ounted to

€901 m illion, dow n 27%  on previous year. R esidential draw dow ns totalled €709

m illion - 5%  behind 2006.

C hief Exec R eport Feb. 2007
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Theme: B2
effectiveness of banks’ credit strategies and 
risk management

Line of inquiry: B2a
Appropriateness of property-related lending 
strategies and risk appetite

22



P resented by: Jim  A ylm er

p erm an en t tsb

2004 C red it U p d ate

B o ard  P resen tatio n

H ead of U nderw riting

M ar-2005

perm anent tsb

C redit U pdate

IV Iain F eatures

31 D ecem ber 2004

perm anent tsb

Issued A m o unt Increase

€'m  

%

R esidential M ortgages 

4,120 23

E quity R elease / O ne plan 550 

12

R ip's 920 

70

C om m ercial M ortgages 370 

85

T erm  Loans 

^ 169 

1

B alance

O verdrafts: 92 

-10

V isa: 

63 

7
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C red it U pdate 

M ain Features

31 D ecem ber 2004 

perm anenttsb

Issu ed A m o u n t 

In crease

'm  

%

C ap ital H o m e L o an s 

£1,260 

46

lO M  

£50.8 

53

p erm an en t tsb F in an ce 

€566 

11

R O I - R esidential M ortgages

perm anenttsb

Issued V alue (€m )

B ranch 

A gency/D S F E lectronic B roker

2002 1,064(41% ) 269(10% ) 

61 (2% ) 1,217(47% )

2003 1,356 (41% ) 

337(10% ) 103 (3% ) 1,557 (46% )

2004 1,654(40% ) 347 ( 8% ) 

163 (4% ) 

1,959 (48% )

A vQ  Loan A m ount (€)

2002 113,000 117,000 137,000 

138,000

2003 

137,000 132,000 163,000 

154,000

2004 162,000 149,000 187,000 

178,000

PTSB00396-002
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C redit U pdate

R O I - R esidential M ortgages

E quity R elease &  O ne P lan 

perm anenttsb

Issued V alue (€ m )

B ranch 

A gency/D S F 

E lectronic 

B roker

2002 

169 (70% ) 

1 6 (7 % ) 12 (5 % ) 

45(18% )

2003 

391 (80% ) 

21 (4 % ) 

26 (5 % ) 

54(11% )

2004 446 (81% ) 

20 (4 % ) 

23 (4 % ) 

62(11% )

A va Loan A m ount (€ )

2002 

46,000 

39,000 

41,000 48,000

2003 

55,000 

40,000 

45,000 46,000

2004 73,000 

45,000 56,000 

48,000

C redit U pdate 

R O I - R esidential H om e Loan

LTV R anges (values) perm anent tsb

2002  2003  2004

%  

%  

%

<50%  

16 

16 

16

50-75%  

32 33 32

76-89%  17 15 

16

90-92%  

35 

36 

36

PTSB00396-003
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C i edit U pdate 

R O I-R ip's 

· S J .

perm anenttsb

Issued V alue (€ m )

B ranch 

A gency/D S F C om m ercial 

B roker

2002 128(36% ) 

20(6% ) 96 (27% ) 111 (31% )

2003 

177 (33% ) 

30(6% ) 113(20% ) 

223 (41% )

2004 

319(35% ) 

42(4% ) 176(19% ) 

385 (42% )

A va Loan A m ount (€ )

2002 

138,000 

135,000 228,000 

153,000

2003 

151,000 

143,000 257,000 

181,000

2004 

188,000 179,000 401,000 

210,000

C redit U pdate

R O I - R ip's

LTV  R anges (values)

perm anenttsb

2002 2003 2004

%  %  

%

<50%  

20 24 

23

50-75%  

29 34 

35

76-89%  44 30 

26

90%  

7 12 

16
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C redit U pdate 

R O I - A verage LTV

(V alues)

perm anenttsb

2002 2003 

2004

%  

%  %

H om e Loan 

65 

67 68

E quity R elease/O ne P lan 

48 

48 

49

R ip's 

66 

64 65

C redit U pdate

R O I H om e Loan

2002 2003 2004

%  %  

%

F irst Tim e B uyers 

79 

81 81

S econd Tim e B uyers 56 58 

60

O verall R esidential 65 67 

68

PTSB00396-005
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C entral C redit - R eview  of R esidentT al/R IP  C redit P olicym /1 

perm anent l5b

C redit C om m ittee - Proposed C redit P olicy C hanges

1. R IP Interest O nly M ortgages 

Increase M ax L T V  from  85%  to 90%  (C ustom ers w ith m ore than 1  R IP)

Increase M ax L T V  from  80%  to 90%  (F irst tim e Investors)

Increase R eview  period from  3 Y ears to 5 Y ears

2. O ne P lan / R e-F inance M ortgages Increase M ax L T V  from  85%  to 92%

3. SSIA  Savers 

M oratorium  on m ortgage paym ents - up to 6 m onths

M oratorium  on term  loan repaym ents - up to 6 m onths

4. L etter of Serviceability 

F or noting - M in. incom e level increased to €50k

C redit policy changes w ill require the approval of the B onders, B oard ratification and notification to IF SR A .

(L etter of Serviceability does not require B onders approval)

6* D ec 05

PTSB00533-001
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C entral C redit - R eview  of R esidential/R IP C redit Policy

pennanent tsb

1. R IP Interest O nly M ortgages 

Increase M ax L T V  from  85%  to 90%  (C ustom ers w ith m ore than 1 R IP )

Increase M ax L T V  from  80%  to 90%  (F irst tim e Investors)

BACKGROUND:

The reintroduction of interest relief on residential investm ent properties in 2002's budget significantly increased the dem and for residential

investm ent loans and w ith continued levels of house price grow th albeit m oderating, the dem and for interest only repaym ent options also

increased. In order to m eet this dem and, the B ank first developed a suite of interest only residential investm ent products in Jim e 2002 and now

59%  of REP business is issued on an interest only basis. The m arket for investm ent properties rem ains strong, despite a fall off in yields (now  at

circa. 3-4% ) in recent years. B reakdow n of interest only business is outlined below :

Interest O nly 

A nnuity

C om m ercial 84%  

16%

R etail 39%  

61%

Interm ediaries 

60%  

40%

T otal R IP* 

59%  

41%

T otal H om e L oan** 

2%  

98%

(·Source: C entral C redit D ept. U p to end Q 3; **Source: M anagem ent A ccounts. U p to 18/11/05)

From  an investors perspective, availing of interest only options clearly m akes sense:

· It m axim ises the tax advantage of offsetting interest relief.

· It reduces overheads in an environm ent w here rental yields are low  and this in tum  facilitates expanding current portfolios. Typical

repaym ents on €200k over 25 years reducesfrom €1006 on a capital and interest basis to €592 on an interest only basis.

PR O PO SA L :

· Increase the LTV  to 90%  for bothfirstand second tim e investors from  80%  and 85%  respectively.

· N o change to nets calculations.

· Extend review  period to 5 yearsfrom 3 years.

PTSB00533-002
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C entral C redit - R eview  of R esidential/R IP C redit Policy

perm anent tsb

R ationale is as follow s:

A rrears levels for R IPS rem ain very low

E nsures that w e rem ain com petitive (see com petitor analysis overleaf)

Sim plifies the credit policy for interest only - clearer for channels.

R isk M itigants:

· From  an underw riting perspective m onthly repaym ents w ill continue to be calculated on a C & I basis at the standard variable rate over a m ax

of 25 years.

· W here the R IP proposal is not self-financing on a standalone basis (1.2 tim es R C R  for high-incom e eam ers and 1.5 tim es for low er incom e

eam ers) applicant's net disposable incom e is assessed to establish if the deal is affordable.

· E xisting policy requirem ents continue to apply as follow s:

· M in. surplus of 6 m onths m ortgage repaym ents (capital &  interest / interest only as appropriate) available after all associated costs are

paid for first tim e investors.

· For all borrow ers w here it is proposed to cross charge another property the LTV  cannot exceed 85% .

· N ew  policy requirem ents regarding incom e for first tim e investors

· M in incom e level of €40k (single applicants) and €60k (joint applicants) for first tim e investors (previous m in incom e level of €50k for

either single or joint applicants)

M A R K E T O U T L O O K :

· G row th in the housing m arket rem ains sfrong and is likely to continue in 2006 &  2007. E nd of year grow th is forecasted at approx. 8-10% )

for 2005 and this level of grow th is expected for 2006 w ith som e slow dow n in 2007.

· D em and for rental properties is set to continue, buoyed by a steady influx of non-nationals.

· A s per the consum er price index rents had softened betw een 2002 and 2004.

· R ecent surveys for the rental m arket indicate a m odest increase in rent during 2005.

· Interest rates are at an all tim e low , though w e are at the start of an upw ard cycle w hich is expected to see rates increase by 0.25%  to 0.50% .

W e believe that the m arket is strong enough to absorb these interest rate rises.

C O M P E T IT O R  A N A L Y SIS:

A t present w e fall a little short of tw o com petitors for interest only w ith our m axim im i LTV  of 85% ). IIB and EB S both go to 90% ) LTV . R eview

periods vary from  3 years (ptsb, IIB ) to 10 years (B O I, IC S).

PTSB00533-003
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C entral C redit - R eview  of R esidential/R IP C redit Policy 

perm anenttsb

IN T E R E ST O N L Y  C O M PA R ISO N

R IPS (E xcludes PT SB and B O S rental cover proposition for experience investors)

L T V First T im er 

L T V E xperienced 

R eview  Period

IIB * 

90%  

80% , 

5 Y ears

EES** 

90%  

90%

First A ctive 

85%  

85%

U lster B ank 

85%  

85%

A IB  

85%  

85%

B O I 

85%  

85%

IC S 

70%  80%  

3 Y ears

E xisting ptsb 

80%  85%  

3 Y ears

Proposed ptsb 

90%  

90%  

5 Y ears

*W ith IIB , m inim um  incom e of €50k for first tim ers and LTV  on hom e loan m ust be < 70% .

** W ith E B S, LTV  reduces to 75%  on total if cross charging.
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C entral C redit - R eview  of R esiden^l/R IP C redit Policy

pem fianent tsb

2. O ne Plan / R e-Finance M ortgages Increase M ax L T V from  85%  to 92%

B ackground

The B ank's redem ption's unit has advised that w e have been losing existing m ortgage business to IIB w ho offer up to 90%  LTV  on refinance

deals. U nder our current policy the m ax LTV  allow ed for O neplans and re-finance cases is 85% .

For the purposes of this paper w e have categorised re-finance cases as follow s:

· Sfraight re-finance - re-financing existing m ortgage plus additional fiinds for hom e im provem ents etc.

· R e-financing existing m ortgage plus additional short term  debt w hich is considered to be a riskier proposition

Proposal:

· Increase m ax LTV  on O neplan (existing custom ers) from  85%  to 92%

· Increase m ax LTV  for straight re-finance cases from  2,5%  to 92%

· Increase m ax LTV for re-financing short-term  debtfrom 85%  to 92%  w ith a cap of €20k for short-term  debt above 85%  LTV .

R ationale:

· B rings us in line w ith m ost of our com petitors

· R educes the potential for losing business to IIB

· Positive m arket outlook

R isk M itigants

· E xisting nets criteria continues to apply

· R etain existing audit trail for debts that are being re-financed

· C ap of €20k for short term  debt being re-financed above 85%  LTV
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C entral C redit - R eview  of R esidenim l/R IP C redit Policy

H om e Loan R efinancing - C om petitor A nalysis

perm anent tsb

M axim um  LTV  

M axim um  Loan A m ount

M axim um

Term

M axim um  Am ount for Short Term

D ebts

perm anent tsb 

85%  

N o m onetary value stated in

C redit Policy.

40 years'" 

Investing in a business. N o

refinancing of recently dravra

dow n loans - m in 12 m onths

loan history.

N o restrictions apartfi-om those in

loan purpose exclusions

First A ctive / U lster

B ank

92%  - Straight 

refinance

80% -If short

term  debts

included

A s per C redit Policy, no

m axim um  lim its apply.

40 years Stock M arket. G am bling.

C onversion of short term

stressed debt.

€40,000

im  

90%  

U p to €500,000 - 90% LTV  

€500,000 - €750,000 - 80%  L T V

O ver €750,000 - 75%  L T V

30 years 

Investing in a business. 

N o restrictions

B ank of Ireland /

IC S

90%  

€550,000 

30 years 

H abitual borrow ers/regular

refinancers. C ustom ers w ho

are overborrow ed. Speculative

or high risk purposes.

N o restrictions apart from  those in

loan purpose exclusions

A IB  

92%  N o details available. 35 years 

N o details available. 

N o details available.

B ank of Scotland 

85%  

A ll loans up to €1.5m  - 85%  L T V  

A ll loans up to €3m  - 75%  L T V  

A ll loans up to €7.5m  - 60%  L T V

40 years 

N o restrictions appear to 

apply.

N o restrictions appear to apply.

* M ax term  per credit policy is 40 years and 35 years per TA B S. IT w ork is required to im plem ent the term  of 40 years
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C entral C redit - R eview  of R esiden^U R IP C redit Policy

pennanent tsb

3. SSIA  Saver M oratorium  on m ortgage and term  loan paym ents - up to 6 m onths

B ackground:

SSIA  m aturities represent a significant business developm ent opportunity for perm anent tsb. In order to tap into tliis opportunity for borrow ers it

is proposed to offer approval in principle for SSIA  savers for m ortgage and term  loans.

Proposal:

· M oratorium  on hom e loan m ortgage repaym ents up to 6 m onths

· M oratorium  on term  loan repaym ents up to 6 m onths

Im pact of 6 m onths m oratorium  m ortgages:

· T erm  rem ains the sam e

· Exam ple €100k over 30 and 35 years at SV R  (3.80% )) B alance after 6 m onths = €101,900

· T akes 12 m onths to bring balance back to €100k over 30 years and 16 m onths to bring balance back to €100k over 35 years.

· R epaym ents increase by circa 3%  on a 30-year term .

Im pact of 6 m onths m oratorium  term  loans:

· T erm  extended by 6 m onths

· R epaym ents increase by circa 3%

R ationale:

· A llow s flexibility to custom ers w ith established savings record

R isk M itigants:

· FT B  - M ax LTV  at application - 98%

· STB  - M ax LTV  at application - 90%

· A pproval in principle is subject to norm al lending criteria, w ith B asel 2 loan rating requirem ents i.e. all loans need to be rated prior to full

approval.
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C entral C redit - R eview  of R esiden^l/R IP C redit Policy

perm anent tsb

4. L etter of Serviceability Increase m in incom e L evel to €50k

B ackground / Proposal:

A  query arose at C redit C onim ittee regarding the decision to extend the L etter of Serviceability to all applicants w here the L T V  w as less than

75% . It is now  proposed to include an additional condition that a m in. incom e level o f €50k per aim um  is required.

R ationale:

· L etter of Serviceability introduced as a com petitive response to B ank of Scotland's initiative. B ank of Scotland offer the option of a letter of

serviceability for self-em ployed clients up to 10%  L T V .

R isk M itigants:

· M ax L T V  15%  (previously approved up to 92%  L T V  for H igh Incom e E am ers)

· 3 m onths business bank statem ents (in addition to 3 m onths personal bank statem ents). B ank statem ents to be consistent w ith the level of

incom e declared in the L etter of Serviceability.

· In addition to historical incom e - projected D irectors R em uneration / D raw ings required

· E xisting nets criteria continues to apply

· R evised L etter of Serviceability m eets the requirem ents of B asel 2.
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G R O U P  C H IE F E X E C U TIV E 'S  R E P O R T

JA N U A R Y  2006

1. FIN A N C IA LS

W ork has com m enced on the G roup num bers for 2005 and it w ill be som e

w eeks before w e have final figures (results w ill be announced M arch 8). A n

unaudited P & L for the B ank is attached - nothing special to note against the

reforecast w e saw  in D ecem ber but a sm all bit better. 

2. S A LE S


S ales figures for the G roup for 2005 are attached - each D ivision deals w ith

their ow n num bers but w e really had a cracking good six m onths everyw here -

bank and insurance - and m om entum  increased rather than reduced in the last

couple of m onths. T he outturn is quite a bit better than our preclose sales

inform ation so they should be w ell received. 

 the B ank certainly shot out the lights in the

second half, right across the business.

C hief Exec R eport Jan. 2Q 06

Non IL

Non IL
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Chief Exec Report Jan. 2006

Non IL
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4. perm anent tsb

R E S ID E N TIA L LE N D IN G  (including al! R IP s)

D ecem ber w as a spectacular m onth for m ortgage lending w ith residential

draw dow ns of €934m , 87%  ahead of budget and 93%  up on D ecem ber last

year bringing draw dow ns for the full year to €6.3bn, 28%  up on last year and

14%  ahead of budget.

M ortgage approvals for the second half of 2005 w ere 70%  ahead of the sam e

period last year w ith draw dow ns up 44%  over the six m onths. This has resulted

in a record w ork in progress pipeline going into 2006 w hich should ensure w e

achieve a very strong start to the new  year.

W e are confident that w e have significantly outperform ed the overall m arket

over the second six m onths of 2005 and w e are hopeful that our strong

show ing w ill have enabled us to recover the ground lost in the first six m onths.

C om petition in the m ortgage m arket continues to intensify w ith an

announcem ent in recent days by D anske/N IB  of a suite of tw o, three and five

year fixed rate products priced at circa 50 basis points below  w here the m arket

is currently clustered. For exam ple the tw o-year product is priced at 3.29%

(versus a cost of funds of 3.06% ). The m arket had been pricing this product at

circa 3.7% . D anske are also giving the custom er a €1,000 paym ent to cover

sw itching costs. This is a pretty racy offer and hopefully not a sign of the price

positioning they plan to adopt going fonw ard.

R E S ID E N TIA L M O R TG A G E  R E D E M P TIO N S

The value of redem ptions in D ecem ber w as €264m , up €49m  on the previous

m onth. This reflects the traditional seasonal increase in redem ptions. The total

value of redem ptions for 2005 w as €2.38bn, representing 16.36%  of the 2005

opening m ortgage book. This com pares to a forecast of 16.30%  and an

equivalent figure of 14.88%  in 2004. W e w ill be launching our tracker suite in

Q l 2006 w hich w ill begin to tackle the underiying cause of eariy redem ptions.

Chief Exec Report Jan. 2006

Non IL
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M inutes of a m eeting  of a C o m m ittee of the B o ard  of D irecto rs of

Irish L ife &  P erm an en t p lc

(th eC o m p an y)

h eld at 56/59 S t.S tep h en 's G reen, D u b lin , 2.

on

T u esd ay the 16th  Jan u ary 2007 at 11.00 a.m .

P R E S E N T : P eter Fitzpatrick (in the C Inair)

D enis C asey (D irector)

IN  A T T E N D A N C E : C iaran Long (C om pany S ecretary)

C atlial IV IacC arthy (G roup C hief Legal O fficer).

1. The C hairm an noted that this w as a m eeting of the C om m ittee established by

resolution of the B oard of D irectors on 30 A ugust 2006 (M inute 113 - ILP  - 06)

pursuant to A rticle 83 of the A rticles of A ssociation of the C om pany to enable

approval of "norm al course of business" issues to be granted on behalf of the

B oard betw een B oard m eetings in accordance w ith B oard procedures.

2. The C hairm an rem inded the C om m ittee that;

(a) at its m eeting on 20 June 2006 the B oard approved the proposal to enter the

specialist (sub-prim e) m ortgage lending m arket as part of a joint venture

arrangem ent w ith M errill Lynch on the basis outlined in a m em orandum

circulated for that m eeting.

(b) T he Joint V enture entailed the C om pany investing €1 m illion as equity capital

in the H olding C om pany for the Joint V enture and m aking a W orking C apital

loan facility available to the O perating C om pany of €7.5 m illion on a 50/50

basis w ith M errill Lynch. T his investm ent and loan facility had been approved

by a m eeting of the C om m ittee on 6 N ovem ber 2006.

(c) T he C om m ittee at its m eeting on 18"̂  D ecem ber 2006 had;

(i) approved the term s of the Joint V enture A greem ent;

(ii) resolved that it w as in the best interest of the C om pany that the

W orking C apital Facility be entered into; and

(iii) resolved that it w as in the best interest of the C om pany that the

D eed of C harge w hich reflected the security that w ould be given

by S pringboard M ortgages Lim ited and Joint M ortgage H oldings

N o.1 Lim ited be entered into.

3. The G roup C hief Legal O fficer inform ed the m eeting that on the 19*̂  of

D ecem ber 2006 the Joint V enture A greem ent, the W orking C apital Facility and

the D eed of C harge w ere executed by all the relevant parties and the equity

investm ent had been m ade.

4. The C hairm an inform ed the m eeting that the rem aining steps to be taken in

relation to the Joint V enture A greem ent w ere the funding of the purchase on an

ongoing basis ofthe m ortgage loans by Springboard Funding N o.1 Lim ited

from  S pringboard M ortgages Lim ited w hich w as the originator o fth e loans. T he

PTSB00657-001
   PTSB01B01 39



C hairm an rem inded the m eeting that it had been agreed in principle betw een

 and the C om pany that the am ount  w ould be

m ade available on a 50/50 basis and in three separate tranches by the

C om pany and  to S pringboard Funding N o.l Lim ited on the term s

as set out in the W arehouse Facility A greem ent ("the B orrow ings").

S pringboard Funding N o.l Lim ited w ould provide a D eed of C harge over all its

assets including all the m ortgages that it w ould purchase utilising the

borrow ings from  S pringboard M ortgages Lim ited.

5. There w as placed before the m eeting the latest versions of the follow ing

docum ents;

(i) W arehouse Facility A greem ent;

(ii) S ale &  P urchase A greem ent;

(iii) B ank A ccount A greem ent;

(iv) M anagem ent S ervices A greem ent;

(v) D eed of C harge.

6. It w as noted that in a num ber of these docum ents the C om pany w ere entering

into them  purely in its capacity as the S ecurity Trustee.

7. The C om m ittee having considered the contents of the various docum ents and

having heard from  the G roup C hief Legal O fficer that he w as satisfied w ith the

security being given to the C om pany and M errill Lynch for the borrow ings and

that D avid G antly had review ed the m argins being obtained by the C om pany and

M errill Lynch on the three tranches ofthe borrow ings and w as satisfied w ith sam e

it resolved that it w as in the best interest of the C om pany that it enter into the

docum entation and that w here appropriate the C om pany S eal be affixed to any of

the docum ents and sam e be signed by tw o D irectors or the S ecretary and one

D irector. It w as further resolved if any changes had to be m ade to the drafts

before execution and/or signing any one of the D irectors, the S ecretary, D avid

M cC arthy, H ilary Flood and C athal M acC arthy to be authorised to negotiate and

, -agree such changes.

8. It w as envisaged that there w ould be som e other docum ents that w ould have to

be signed in the course of the com ing days and w eeks to com plete the Joint

V enture A rrangem ents and the Financing of sam e and it w as resolved that any

D irector, the S ecretary, D avid M cC arthy, H ilary Flood or C athal M acC arthy be

authorised to negotiate the term s and conditions of any such docum entation and

sign them  on behalf of the C om pany. It w as further resolved that if any of the

further docum ents required the affixing of the C om pany S eal that sam e w as

thereby approved and such docum ents be sealed and executed in the norm al

m anner.

9. The draft m inutes being before the m eeting w ere considered and agreed and it

w as resolved that the C hairm an be authorised to sign these m inutes w hen

available. There being no further business, the m eeting then term inated.

C hairm an:

D ate: \b day o f̂ ^^ '̂ v K s^t.̂  2007.
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irisii Life &  P erm anent / M errill Lynch Joint

V enture to  targ et specialist m ortgage m arket

S

pringboard IVIortgages - the joint venture

m ortgage lender established by Irish Life

&  P erm anent plc and M errill Lynch - has

com m enced operations and has begun the

process of offering its products and services

to selected m ortgage brokers across the

country.

S pringboard M ortgages is an independent

com pany specifically set up to service the

specialist m ortgage m arket in Ireland. S hane

O 'S ullivan has been appointed as C hief

E xecutive of S pringboard. P rior to his

appointm ent O 'S ullivan held a num ber of

senior m arketing and business developm ent

positions w ith perm anent tsb, B ank of Ireland 

G roup and U lster B ank G roup.

S peaking recently, O 'S ullivan said that the

new  business w ould focus exclusively on the

specialist m ortgage lending m arket; "T he

specialist m ortgage m arket is a grow ing 

segm ent of the m arket in Ireland and a 

significant feature of m ature m ortgage m arkets 

in other countries. C urrent expectations are 

that specialist lending w ill account for up to 

euro 4 billion in loans w ithin the next four to 

five years - a fourfold increase on its current

value. O ur intention is to roll out a series of

products designed specifically for that m arket

and establish a leading position in this sector" 

The specialist m ortgage m arket caters for 

a grow ing num ber of individuals w ho are 

experiencing difficulty in securing lending 

from  traditional banks and building societies. 

They m ay be encountering problem s because 

they have irregular incom e sources, they need 

to "self-certify" their incom e or because they

m ay have had difficulty repaying loans in the

past. S pringboard w ill offer m ortgage products

to address the needs of such borrow ers

providing borrow ers and m ortgage brokers w ith

a com pelling choice in this im portant section

of the m arket.

A ccording to O 'S ullivan the specialist

m arket in Ireland is underdeveloped because

so tew  com panies have focused on it; 'T here's

no doubt that consum ers have suffered from

a lack of co m p e titio n and a la ck of

sophistication in this m arket to date. W e're

confident w e can offer additional opportunities

for m ortgage borrow ers through our offering.

I believe our product range w ill be m uch m ore

consum er friendly than those of our com petitors

and w e w ill be priced com petitively."

O 'S ullivan said that S pringboard had a

range of products designed to take account

of different custom er needs; "W e don't believe

you can take a black and w hite approach to

a borrow er's position in this m arket. It's not

a case of a borrow er sim ply being either

standard or non-standard. O ur products w ill 

recognise the m any different positions of 

borrow ers w ithin this m arket w ith low er interest

rates for those w hose profile is closer to a

standard borrow er. A nd our 'B ounceback'

product is even designed to rew ard borrow ers

by low ering interest rates over tim e as a

borrow er's credit record w ith us im proves. This

is a real innovation and the first of its kind in

the specialist m ortgage m arket."

O 'S ullivan said that S pringboard M ortgages

w ould offer interest only repaym ents to all

custom ers, The com pany also has products

designed for the non standard investor m arket

and offers tracker and fixed rate m ortgage

options. K ey interest rates range form  5.5%

to 9.5%  w ith a bias expected tow ards low er

rate borrow ing.

S hane O 'S ullivan,

C hief E xe cu tive ,

S pringboard.

o

S pringboard

II1 1

1

T he S pringboard T eam , from  left: P hilip O 'N eill, C hief F inancial O fficer, S hane

O 'S ullivan, C hief E xecutive O fficer and K evin C urley, C hief C om m ercial O fficer.

56 I M arch 2007
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IR ISH  L IF E &  PE R M A N E N T  PL C  ("T H E C O M PA N Y ")

M IN U T E S O F M E E T IN G  O F T H E B O A R D  O F D IR E C T O R S

H E L D  O N  T U E SD A Y  29 JA N U A R Y  2008 A T  8.00 a.m .

IN  T H E PE N N Y H IL L  P A R K  H O T E L , B A G SH O T , SU R R E Y , U K

P resent: G . B ow ler (in the C hair) E . H effem an

B. B yrne 

R . K eenan

D . B yrne K . M cG ow an

D . C asey 

K . M urphy

P. Fitzpatrick F. Sheehan

D . G ray

In A ttendance: C . 

L ong (G roup Secretary)

D . G antly (5-IL P-08 to 8-IL P-08)

D . M cC arthy (5-IL P-08 to 6-IL P-08)

m

J. Ferguson (I3-IL P-08)

D . G uinane(13-IL P-08)

B . Y oung, L. K rause, G . H ickey )

M . L ane, T . C hild, J. V erm eulen ) (13-IL P-08)

S. A llibone, M . H ealy, K . M urrell )

1-IL P-08 · T he m inutes of the B oard m eeting held on T uesday 13 D ecem ber 2007 w ere

approved and signed.

A rising from  m inute 129-IL P-07, D enis C asey confirm ed that he w ould

shortly be m eeting w ith G erard O 'T oole to review  his future business plans.

2-IL P-08 T he m inutes of the R em uneration &  C om pensation C om m ittee m eeting held

on T uesday 13 D ecem ber 2007 w ere noted.

3-IL P -08 T he m inutes of the Irish L ife &  Perm anent plc B oard C om m ittee m eetings

held on Friday 14 D ecem ber 2007, W ednesday 19 D ecem ber 2007 (x 2) and

Friday 21 D ecem ber 2007 w ere noted.

4-IL P-08 T he G roup C hief E xecufive's R eport to January 2008 had been circulated and

this w as review ed. M atters arising from  the R eport w ere as follow s:

T he very low  level of m ortgage arrears at the year end w as noted and the

favourable im pact that the stress tesfing process had w as com m ented

upon.

T he response to date and possible actions in the future from  B rokers to

the proposed low er rate of com m ission for m ortgage introductions w as

review ed.
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The discussions w ith M errill Lynch relating to the cessation of their

econom ic interest in Springboard w ere approved.

T opics and issues discussed at recent m eetings w ith R ating A gencies and

the Financial R egulator w ere review ed.

The proposed acquisition of D olm en Securifies w as discussed follow ing

w hich the B oard approved the proposal to proceed w ith due diligence

w ith a view  to com pleting the transacfion on the basis outlined in the

B oard papers.

5-IL P-08 D avid G antly m ade a presentation on recent credit m arket activities, including

interest rate trends and current m arket outlook both short and long term . H e

also review ed the current fianding profile and the liquidity rafio relative to

regulatory requirem ents. A  range of possible fiiture funding scenarios based

on different levels of fund outflow s w ere outlined together w ith the likely

im plications of such scenarios.

Follow ing a full review  of the issues presented it w as agreed that further

details on the relative m ovem entfi*om long term  to short term  debt be brought

to the next m eeting of the B oard.

6-IL P-08 D avid M cC arthy m ade a presentation on capital requirem ents w ithin the

C om pany w ith particular focus on 2008 and the range of options available.

The im plications of different approaches in term s of rating agencies, equity

m arkets and debt m arkets w ere review ed and how  the overall approach m ight

be affected by the differing capital requirem ents in different product lines.

The presentation also idenfified the longer term  capital issues that w ould be

addressed in a revised Three Y ear C apital Plan to be brought to the June

m eeting of the B oard.

7-IL P-08 The previously circulated T reasury Policy docum ent w as review ed and D avid

G antly outlined the key changes from  the previously approved policy. In

particular it w as noted that the changes arise fi-om  revisions to the regulatory

liquidity requirem ents w hich cam e into effect on 1 July 2007.

It w as noted that the V A R lim it w ithin the policy rem ains at €5 m illion on a

99%  confidence level based on a ten day tim e horizon. H ow ever, due to the

current m arket volaU Iity, the B oard had approved a tem porary increase in this

lim it from  €5m illion to €7 m illion at its last B oard m eeting. A n extension of a

further m onth w as now  approved in this tem porary increased facility.

Follow ing a full discussion and review  the B oard approved the T reasury

Policy as presented.

The separate m em orandum  fi"om  K aren Scott outlining the breaches in V A R

lim its during the m onths of N ovem ber and D ecem ber w as also noted.
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G R O U P  C H IE F E X E C U TIV E 'S  R E P O R T

JU N E /JU LY  2005

1. FIN A N C B A LS

A t the tim e of w riting w e do not have num bers for the G roup for the half year -

w e anticipate that w e w ill have the results in tim e for the B oard m eeting but the

m ain review /analysis session w ill be at the A udit C om m ittee a w eek later. A t

this stage w e have review ed the bank num bers (seven m onth P & L attached) -

these are very m uch as anticipated at the tim e of our preclose statem ent w ith

disappointing T reasury results. In the insurance business w e now  expect

better figures than at the tim e of the preclose - volum es, especially in R etail,

and m argins w ere strong and signs for thie second half are good. 

 S o overall w e anticipate a reasonable outcom e, although

the bank num bers m ay be regarded as disappointing and w ill require careful

presentation.

S A L E S

S even m onths sales figures for the G roup are attached - each business deals

w ith its ow n results in som e detail. O n the m ortgage front w e w ere lagging the

m arket som ew hat, although w e have picked up real m om entum  in July/A ugust.

3. p erm an en t tsb

R E S ID E N T IA L L E N D IN G  (including all R IP s)

July w as a m ixed m onth for m ortgages. R esidential draw dow ns w ere €595m ,

3%  up on last year but 13%  behind budget for the m onth. D raw dow ns for the

year to date w ere just over €3bn, w hich is 10%  up on last year though 3%

behind budget.

The m ortgage pipeline started to strengthen in July w ith applications and

approvals in value term s up 21%  and 6%  respectively on last year. This pickup

in m om entum  has accelerated during A ugust w ith m onth to date applications

68%  ahead o fth e previous year. The 100%  First T im e B uyer m ortgage has

been w ell received in both the retail netw ork and the broker channel and is

C hief Exec R eport June/July 2005
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helping to stim ulate sales activity. W e plan to launch a N ational M ortgage

W eek on 29 A ugust w hich should help sustain the excellent m om entum .

M ortgage arrears rem ain at historically low  levels and Frank M cG ow an w ill

present a C redit update at the board m eeting.

M O R T G A G E  M A R K E T S H A R E

W e have received the Irish M ortgage C ouncil Q tr 1 2005 m ortgage m arket

share num bers w hich point to a loss of m arket share during the period. The

overall num bers show  that our m arket share fell to 16.6%  in the first quarter

dow n from  17.7%  in 0 1 2004 (full year 2004 18.7% ).

The B ranch share fell to 12.3%  from  14.3% . W e fared better.in the B roker

m arket w here our share in that m arket w as 22.2%  up from  22.0%  for the sam e

period last year. The branch num bers are clearly disappointing and w e have

w ork to do to ensure the branch sales engine is properly tuned and operating to

its full potential.

R E S ID E N T IA L M O R T G A G E  R E D E M P T IO N S

The value of residential redem ptions in July w as €234m , of w hich

approxim ately 50%  m oved to a com petitor. Y ear to date, redem ptions total

€1.25 billion w hich equates to 14.70%  of the opening m ortgage book (on an

annualised basis). This com pares to an equivalent figure of 13.12%  (€0.9

billion) at July 2004.

R esearch am ong custom ers transferring to a com petitor indicates that 60%  are

leaving to get a better rate. O ur standard variable rate of 3.55%  is clearly

uncom petitive w hen com pared w ith tracker rates as low  as 2.95%  available in

the m arket and increasing num bers of custom ers are figuring this out and

m oving their business aw ay from  us. W e are preparing a set of proposals on

how  w e should respond to this situation and w e w ill present these to the B oard

at the O ctober m eeting.

C O M M E R C IA L M O R T G A G E S  (in clu d in g C o m m . R IP s)

W e are presently rebuilding the C om m ercial M ortgage area after losing m ost of

the com m ercial team  during the first half of the year. C om m ercial lending to the

end of July totalled €272m  unchanged on the previous year and 16%  behind

budget. The bank has been boxing w ell below  its w eight in the com m ercial

m ortgage m arket and strengthening our position in this area w ill be a priority for

us.

C U R R E N T A C C O U N T S

The strong m om entum  in new  current account openings is continuing. There

w ere 3,554 new  accounts opened in the m onth, 57%  m ore than w ere opened

in July 2004. This brings us to 26,069 new  accounts opened year to date, 3%

ahead of the seasonalised target. W e w ill launch a N ational S w itch W eek in

S eptem ber to boost activity.

Y ear to date C urrent A ccount balances have grow n by €227m  versus €167m  in

2004 and are €30m  ahead of budgeted book balances at the end of July.

Chief Exec Report June/July 2005
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FILE N O TE

S u b ject: IF S R A /100%  m o rtg ag es

A fter an Irish Tim es B oard m eeting yesterday B rian P atterson, C hairm an of IFSFiA,

asked m e about the 100%  m ortgage situation. H e w as aw are that I had spoken to

P at N eary and expressed reservations about the introduction of this product to the

m arket, bringing w ith it as it did a no m oral hazzard m ortgage as w ell as introducing

the concept w hich had not previously been seen in the m arket of significant potential

com petition around credit standards. Pat had told m e that they w ere" a principles

based regulator" and therefore that they had reacted as w e had seen. I told him  that

I thought that in som e w ay it w as a pity that som ebody from  the R egulator had not

m ade it perhaps clearer in private to First A ctive that they w ould not w elcom e this

developm ent and that in the circum stances as one of the leading residential

m ortgage providers w e w ere left w ith no option but to introduce a sim ilar product. I

also told him  that I hoped that the principles based regulation theory w ould apply in

the consum er area.

B rian w as aw are of this conversation but told m e that at the press conference

follow ing the publication of IFS R A 's A nnual R eport there w as a very significant

am ount of discussion on this topic. I told him  that at this stage it seem ed to m e that

the horse had bolted and that it w as a pity that the R egulator had not m ade any

negative view s know n at the tim e that the product w as first being discussed. W hile

clearly the R egulator has no legal pow ers to prohibit particular products, they do

have general prudential pow ers, including the threat of the im position of increm ental

capital, and I said that I thought that m ost institutions w ould think long and hard

before introducing som ething about w hich the R egulator had indicated a fundam ental

unhappiness. I said that I thought that it w as now  pretty late in the day and w hat

IFSR A  needed to do w as to have the courage of their convictions on any particular

issue.

B rian said that he fully understood our position.

C L

C opy: N on E xecutive D irectors, D enis C asey, Frank M cG ow an, P eter Fitzpatrick
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G R O U P  C H IE F E X E C U TIV E 'S  R E P O R T

N O V E M B E R /D E C E M B E R  2005

1. FIN A N C IA LS

The final forecast for 2005 is attached as a separate agenda item  w ith w hich

P eter Fitzpatrick w ill deal in som e detail. It confirm s the progress of the G roup

that w e saw  in the 3"̂  Q uarter num bers, circulated previously to the B oard. The

latest available P&L for the Bank (O ctober) is attached. O verall the reforecast

is a bit better than w e w ould have expected tw o/three m onths ago as sales

have been strong in all areas ofthe business,  banking, w ith

m argins at expected levels. 

O verall w e believe w e w ill m eet

m arket expectations.

2. S A LE S


N ovem ber sales figures for the G roup are attached. E ach D ivision deals w ith

its forecast sales for the year in the individual reports - suffice to say w e have

had a very good second half year on the sales front and w ill exceed budget

com fortably across the board. 2005 has been a pretty good sales year all

round and w e are w ell placed for 2006, w here an obvious challenge is to

m axim ise the S S IA  m aturity opportunity.

IR IS H  LIFE R E TA IL

C hief Exec R eport N ov/D ec 2005
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4. perm anent tsb

R ESID EN TIAL LEN D IN G  (including all R IPs)

R esidential m ortgage lending continues to storm  ahead. Applications in

N ovem ber w ere 95%  ahead of the previous year and approvals w ere 119%  up.

Thie strong application and approval flow s of recent m onths are beginning to

m anifest them selves in the funded num bers w ith N ovem ber draw dow ns

C hief Exec R eport N ov/D ec 2005

Non IL

PTSB00538-003
   PTSB01B01 50



totalling €676m , 39%  ahead of budget and 57%  up on N ovem ber last year.

D raw dow ns for the year to date are over €5.4bn, w hich is 21%  up on last year

and 6.5%  ahead of budget. W e are on course to exceed residential draw dow ns

of €6 billion for the year. The new  H N W  tracker launched in O ctober has been

a big success. W e have already received 109 applications w orth €156m  and

108 loans are at approval stage w ith a value of €155m .

R E S ID E N TIA L M O R TG A G E  R E D E M P TIO N S

The value of redem ptions in N ovem ber w as €215m , up €19m  on the previous

m onth. The value of redem ptions has stabilised over the past 3 m onths and

year to date redem pfions represent 15.87%  of the opening m ortgage book (on

an annualised basis), com pared to an equivalent figure of 14.39%  at N ovem ber

2004. The 2005 forecast for residenfial m ortgage redem ptions is 16.30% .

C O M M E R C IA L M O R TG A G E S  (including C om m . R IP s)

W e are beginning to see a good lift in com m ercial lending acfivity. The strong

flow  of applications and approvals has seen the approved pipeline increase to

€490m  at end N ovem ber up from  €294m  in S eptem ber. C om m ercial

draw dow ns in N ovem ber w ere €95m , up from  €52m  in O ctober and 38%  ahead

of target for the m onth. The year to date shortfall is now  16%  behind budget

w hile 10%  ahead of sam e period last year.

C U R R E N T A C C O U N TS

N um bers of new  C urrent A ccounts opened w ere very strong in N ovem ber at

4,995, 169%  m ore than N ovem ber 2004 and 29%  ahead of budget. This w as

driven by strong advertising and outbound activity from  the sw itcher team . This

brings to 46,136 the total num ber of new  accounts opened year to date, 12%

ahead of the year to date target.

S w itch C urrent A ccount balances (excluding A TM  account) increased by €21 m

in N ovem ber, bringing total balances to €299m  since launch in the beginning of

February this year. The grow ing current account portfolio is beginning to

m anifest itself in transacfion volum es: for the first tim e w e exceeded 1.25m

Laser transactions in a m onth (N ovem ber 05). This is an increase of over 30%

on last N ovem ber.

B ranch Term  Lending

B ranch term  lending had a very good m onth w ith advances of €27.7m  in

N ovem ber, up 52%  on budget for the m onth and up 72%  com pared to

N ovem ber 2004 (figures exclude last year's tracker loans). O verall year to date

€281.1m  has been advanced, 3%  ahead of budget.

P E R M A N E N T TS B  FIN A N C E

perm anent tsb Finance advanced €37m  for N ovem ber against €30.1m  in 2004,

an increase of 24.1% . Y ear to date, €726m  has been advanced an increase of

32.8%  over 2004. B usiness w ith our non-core dealers is up 35%  at €124.7m

year on year.

C H L LE N D IN G

B usiness issued in N ovem ber w as S tg £124m , up by 2%  on N ovem ber 2004

though slightly behind budget for the year to date. A pplications reflect the

difficult trading conditions and are dow n slightly on N ovem ber last year.

A pprovals are 5%  ahead of last year. The pipeline stands at a record level and

both approvals and com pletions are expected to reflect this over the next few
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m onths. C H L continues to outperform  the m arket w ith business issued w hilst

retaining an arrears profile below  the m arket norm .

R edem ptions for N ovem ber w ere Stg £44m  and at Stg £404m  for the year to

date are better than budget and below  the m arket norm  in the U K. Arrears by

value rem ain at a very low  level of 0.03% . The average interest cover for R IP

new  business has im proved slightly and stands at 152%  in N ovem ber from

148%  in O ctober. Average loan to value on com pleted loans m oved slightly to

78%  from  80%  in O ctober.

D EPO SITS

Total deposit balances grew  by €27m  in N ovem ber w ith N otice balances

experiencing strong grow th w hile the D em and and Term  (excluding SSIA)

balances both fell. Total deposit (including SSIA) balances are now  at

€4,397m , €206m  ahead of budget.

BANCASSURANCE

Bancassurance continues to perform  strongly. Total issued M argin in

N ovem ber w as €5.8m , 53%  ahead of last year. At w eek 47, total m argins w ere

31%  ahead of last year. Total APE  w as €56.4m  year to date, 20%  ahead of

2004. In N ovem ber, Savings and Investm ents W eek w as the focal point for

sales activity. R ecord levels of Bond sales w ere registered, w ith very strong

dem and for the Irish Property fund in particular. Pension volum es rem ain

strong since the tax deadline passed. Protection sales continue to benefit from

the surge in m ortgage business. O n a full year basis the forecast is that w e w ill

finish circa 10%  ahead of budget in M argin term s (24%  ahead of 2004).

SER VIC E A W A R D S

perm anent tsb w on tw o service aw ards during O ctober. The Professional

Insurance Brokers Association (PIBA) voted perm anent tsb best residential

m ortgage lender for the third year in a row , a fantastic achievem ent. The bank

also w on the Irish M ortgage Advisers Federation (IM AF) best com m ercial

lender aw ard.

FR A U D
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IR ISH  L IFE &  PE R M A N E N T  PLC ("TH E C O M PA N Y ")

M IN U T E S O F M E E T IN G  O F TH E B O A R D  O F D IR E C T O R S

H E L D  ON T U E SD A Y  24 O C T O B E R  2006 at 8.15 a.m .

IN IR ISH  LIFE C E N T R E

P resent: G . B ow ler Cin the C hair) D. G ray

D. W ent E. H effem an

B. B ym e 

R K eenan

D. B ym e K. M cG ow an

D. C asey 

K . M urphy

P. Fitzpatrick F. Sheehan

In A ttendance: C . L ona (G rouD  Secretary)

B. W alsh (138, 139 & 140-IL P-06)

G. L oughrey (140-IL P-06)

N . Saul &  C. M aguire (143-IL P-06)

131- IL P -06 T he C hairm an opened the m eeting by w elcom ing R oy K eenan to his first

form al B oard m eeting follow ing w hich the m inutes ofthe B oard m eefings

held on W ednesday 30 A ugust 2004 and T hursday 21 Septem ber w ere

approved and signed.

A rising from  m inute 118-1L P-06 the C hahm an confirm ed that the revised

schedule of m eetings for 2007 had been circulated follow ing the last board

m eeting but further copies of the schedule w ere available at the m eeting.

132-IL P-06 T he m inutes of a m eefing of a C om m ittee of the B oard held on M onday 4

Septem ber 2006 to approve the Interim  Financial Statem ents for 2006 w ere

noted.

133-IL P -06 T he m inutes of the US Shareholders C om m ittee m eefing held on M onday 4

Septem ber 2006 w ere noted. It w as noted that there had been very little

response to date arising from  the notices issued to R elevant U S  Shareholders.

134-IL P -06 T he m inutes of the A udit C om m ittee m eefing held on T uesday 29 A ugust

2006 w ere noted.

135-IL P -06 T he m inutes of the R em unerafion &  C om pensafion C om m ittee m eetings held

on W ednesday 30 A ugust 2006 and T hursday 7 Septem ber 2006 w ere noted.

E am onn H effernan reported on a further m eeting of the C om m ittee w hich had

been held on Friday 20 O ctober at w hich W atson W yatt, the consultants

engaged by the C om m ittee to advise on the review  of Senior E xecufive

rem unerafion, attended. E am onn explained that it w as planned to hold a

further m eefing of the C om m ittee tow ards the year end to progress the review .

136-IL P -06 
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137-IL P-06 The G roup C hief E xecutive's R eport to Septem ber 2006 had been circulated

and this w as review ed. M atters arising from  a discussion of the R eport w ere

as follow s:

the G roup's strong posifion in the pensions m arket has given it a high

profile role in relafion to m edia com m ent on the G ovem m ent's plans

on future pensions strategy

- the recent com pefitor acfivity in the m ortgage m arket and the m argin

im pact of possible pricing changes in different product categories both

short and long term  w ere noted as w ere the ongoing level of

redem ptions and the very healthy arrears posifion. A rising from  the

discussion it w as agreed that a paper on thefinancialim plicafions of

various pricing strategies should be prepared for review  by the B oard

at its strategy review  session at the end of January

- the success in attracting new  current accounts w as noted as w as the

barrier created by the stam p duty levy to the developm ent of new  V isa

accounts

- arising from  the experience to date on developing business from  SSIA

m aturities it w as agreed that a paper com paring activity to date w ith

the original projected activity should be prepared for review  by the

B oard at its strategy review  session at the end of January

- recent security related acfivity and the acfions being taken to

strengthen security in the future w as review ed but it w as recognised

that keeping ahead of developm ents, particularly technology related

ones, w as a form idable challenge.

138-IL P-06 B arry W alsh, G eneral M anager Investor R elafions, m ade a presentafion on the

Investor R elafions activity since the publicafion of the 2006 Interim  R esults. A

com prehensive report from  Investor R elations on feedback from  the m arket to

those results had previously been circulated to D irectors. K ey issues noted as

having been raised at the investor presentafions w ere the levels ofcapital

available to fund future grow th, the net interest m argin in the bank, the im pact

of SSIA  m aturifies and potenfial changes in property m arket valuafions.

O verall it w as noted that there w as a strong positive m arket reacfion to the

Interim  R esults.

139-IL P-06 B arry W alsh m ade a presentafion on the results of a recent independent

M arket Perception Survey of shareholders and thefinancialcom m unity, a

copy of the resuhs of w hich had previously been circulated to D irectors. B arry

explained that the objective of the R eport, the last one of w hich had been

prepared in June 2004, w as to provide independent feedback for the B oard on

the m arket's view  of the G roup and to idenfify im portant issues and any

concem s. It w as noted that the key m essages com ing from  the R eport w ere the

support for the G roup strategy, the recognifion of therisk sinvolved in that

strategy, the view  that investm ent in the G roup is a grow th investm ent and the

level of com fort in the m anagem ent ofthe business. K ey plans for investor

relafions activity for 2007 w ere also discussed.

140-IL P-06 G erry Loughrey and B arry W alsh attended to m ake a presentafion on fiie

current status of C orporate Social R esponsibility (C SR ) related activity w ifiiin

the G roup. The presentation focussed on the progress being m ade in

im plem enfing the C SR  policy agreed in 2005 under the four C SR  Pillars -

W orkplace, M arketplace, E nvironm ent &  C om m unity. In particular the
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achievem ents in the areas of environm ental im pacts, disability policy and

pracfices and custom er satisfacfion program m es w ere noted as w ere the key

initiafives under the com m unity involvem ent program m e i.e.

- 

- Foroige Y outh C ifizenship A w ards by ptsb

E thnic Entreprenuer of the Y ear A w ards by ptsb

- Support for Staff C harifies &  other com m unity/charity/arts sponsorship

requests by the G roup.

The B oard expressed its safisfaction w ith the inifiafives taken and planned and

congratulated m anagem ent on the progress m ade in the C SR  area over the past

year.

141-1L P-06 D avid G anfiy, G roup Treasurer attended to present the draft T reasury T rading

B ook Policy Statem ent (TB PS) w hich had been circulated w ith the B oard

papers. It w as noted that the TB PS had been drafted in accordance w ith the

guidelines issued by the Financial R egulator w ho had also approved the draft

as presented. It w as also noted that the extem al auditors, K PM G , had review ed

the Statem ent and had confirm ed;

1. T hat the criteria used in the allocafion of posifions is reasonable and in

accordance w ith accounfing policies.

2. T hat the policy w ith regard to hedging com plies w ith the C A D

im plem entation nofice, and

3. T hat the policy for the valuafion of posifions is acceptable and in

accordance w ith best accounting pracfice.

The B oard, after due considerafion, approved the draft TB PS as presented and

noted that it w ill now , together w ith the audit confirm ation, be re-subm itted to

the Financial R egulator for form al approval.

142-1L P-06 The previously circulated C om pliance U pdate w as review ed by the B oard. It

w as noted that no issues of concem  had arisen for the G roup arising from

recent circulars to institutionsfro m the Financial R egulator relafing to Sales

Process, the handling of SSIA  m aturities or C onsum er Protection C odes and

M inim um  C om petency requirem ents.

143-1L P-06 N iall Saul and C onor M aguire m ade a presentafion on the G roup Leadership

D evelopm ent and Succession Planning Program m e w ithin the G roup. It w as

noted that the process used w as very com prehensive but retained a

considerable level of flexibility. It w as also noted that m ost of the key

vacancies in the organisafion had been filled intem ally w ith som e extem al

recm itm ent particularly in relafion to specialists. The strong level of funcfional

expertise w as discussed as w as the challenge of developing m ore rounded

business people, particularly through greater cross funcfional m ovem ent. The

B oard expressed its safisfacfion w ith the m anagem ent of the Program m e as

outlined.

144-IL P-06 A  previously circulated m em orandum  relafing to variafions to the term s of a

previously approved proposal (M inute 37-ILP-06) to exchange H um e H ouse,

B allsbridge for R iverside 4 B lock A , Sir John R ogerson's Q uay w as approved.

145-IL P-06 A rising from  a previously circulated m em orandum  from  Peter M cC abe the

C hairm an noted that the B ank's U S C om m ercial Paper Program m e is

Non IL
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currenfiy supported by a U SD  300 m illion facility (the B ackstop Facility)

m ade up of a U SD  200 m illion 5 year facility provided by D anske B ank A /S

(D anske) m aturing in D ecem ber 2007 and a U SD  100 m illion 364-day facility

provided by a group of 6 banks led by D anske and C alyon. The C hairm an

noted that it w as proposed to replace the exisfing B ackstop Facility w ith a

single U SD  300 m illion R evolving C redit Facility (incorporafing a Sw ingline

Facility) to be arranged by C alyon and D anske B ank A /S (the Proposal).

It w as further noted that the B ank w ould be required to enter into certain

docum entation in connecfion w ith the Proposal.

T he D irectors considered the Proposal and IT W A S R ESO LV ED :

- that the Proposal be approved in principle;

- that a C om m ittee of the B oard of D irectors consisfing of M s. G illian

B ow ler, M r. D avid W ent and M r. Peter Fitzpatrick be established

pursuant to A rticle 83 of the A rticles of A ssociafion of the B ank (the

C om m ittee) tofinalisethe term s of the Proposal and bring the Proposal

to com pletion;

- that the C om m ittee have all pow ers required to take the Proposal to

com plefion, including pow er to negotiate and execute all

docum entation required on behalf of the B ank; and

that the quorum  for m eetings of the C om m ittee shall be tw o.

146-IL P-06 A rising from  a previously circulated m em orandum  the B oard noted the

analysis of m ortgages not w ithin standard criteria.

147-IL P-06 T he B oard approved the use of the C om pany Seal for the period 23 A ugust

2005 to 16 O ctober 2006 as set out in the Secretary's R eport.

148-IL P-06 T he next B oard m eefing w ill take place on Tuesday 19 D ecem ber 2006 in

Irish L ife C entre follow ed by lunch in C hapter O ne R estaurant, Pam ell

Square.

C hairm an<<..V .

Date '.̂ ..-..'.̂ f.O fe
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G R O U P  C H IE F E X E C U T IV E 'S  R E P O R T

1. F IN A N C IA L S

T he process of pulling together the H 1 financial results has gone pretty

sm oothly. 

. W e are generally a little ahead ofthe pre close

forecast in m ost areas. W e w ill take the B oard through the results and P eter

and 1 w ill use the opportunity to road test our I.R . scripts and presentations.

W e have an extensive roadshow  planned for S eptem ber and O ctober to

reassure investors that the business is in great shape notw ithstanding credit

m arket turm oil and general negative sentim ent about the Irish housing m arket.

It is likely to be a tough sell but it really is essential to get out and m ake

ourselves available to investors given the jittery state m arkets are in.

C hief Exec R eport Juiy 2007
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E S R I /P T S B  H O U S E  P R IC E IN D E X

W e issued the half year H ouse P rice Index update on 10 A ugust w hich show ed

house prices nationw ide dow n 2.6%  for the six m onths. A  num bef of journalists

-had-reeently-taken-a-poke-at-the-reliability-of-the index-so-w e-used4he-half-year_

update to get D avid D uffy of the E S R I to explain the integrity of the

m ethodology used.

W ith continuing negative num bers being reported w e w ere anxious not to fan

the flam es of an already excitable m edia on the subject of house jprices. N iall O

G rady did an excellent job com m unicating the update and dealing w ith the

follow  on queries/interview s.

R E S ID E N T IA L R E D E M P T IO N S

W e are continuing to do w ell on the residential redem ptions front iproactively

engaging w ith custom ers w ho dem onstrate any sign of m oving their m ortgage.

R edem ptions in July totalled €269 m illion com pared to a budget for the m onth

of €358 m illion. Y earto date redem ptions are now  running som e€215 m illion

below  budget. The year to date redem ption rate is 12.3%  com pared to 13.9%

2006 ytd. In case num ber term s 5%  few er custom ers have redeem ed their

m ortgage this year com pared w ith the sam e period last year.

W e have set a new  stretch target for the R edem ptions team  w ith |the aim  of

finishing the year €400 m illion below  budget.

W e are also rolling out a new  A nnual M ortgage R eview  process across the

netw ork w hich should help to cem ent our relationship w ith our m ortgage

custom ers.

W e need to stay at the top of our gam e in this area. A s new  business

opportunities becom e m ore lim ited across the m arket it is inevitable that

m ortgage brokers w ili begin to look to churn opportunities in theiii custom er

base to generate incom e.

C O M M E R C IA L L E N D IN G  (IN C L U D IN G  C O M M . R IP S )

There is lots of com petitive pressure in the C om m ercial lending hiarket as

banks seek to m ake up the shortfall in residential lending on com m ercial deals.

W e are battling aw ay and although funded num bers €824 m illioni versus a

budget of €1,058 m illion look sluggish w e have a strong approved pipeline

(€519 m illion).

W e have had a good m onth in July w ith recruitm ent and w e have strengthened

the B ranch netw ork support team . O ur branches are generally w eak in the

com m ercial lending arena and these additional resources w ill enable us to

increase our training and support and get m ore of them  actively pursuing this

business.

P E R M A N E N T T S B  F IN A N C E  A N D  T E R M  L E N D IN G

perm anent tsb Finance has advanced €802 m illion year to date! dow n 3%  on

budget and 14%  ahead of 2006. The car m arket has not enjoyed any obvious

boost from  S S IA s w ith grow th at end July of just 5.96%  up from  |l 56,960 to

166,322 units. O ur core distributors had an increase of 6.7%  in units registered

for the year w ith O pel, B M W  and Kia having increases ahead of ithe m arket

average.

C hief Exec R eport July 2007
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Ms Mary Burke
Head of Banking Supervision
Irish Financial Services Regulatory Authority
Central Bank 
Dame Street
DUBLIN 2

10 October 2008

Dear Mary

Further to our telephone conversation of yesterday, I write to confirm that the book

value of our exposure to the Icelandic banks as at 9 October 2008 was €92.4m.

As I mentioned in our conversation a particular issue which is causing us, and all

other banks, considerable difficulty at present is our inability to obtain market prices

in marking our available for sale (“AFS”) portfolio to market due to the extreme lack of

liquidity in the markets at present.  While in normal circumstances marking to model
provides a good proxy for market values, in the absence of two way market pricing,
the extreme volatility in the market currently has rendered the yield curves/spreads

used in these models at best unstable and at worst intuitively wrong.   By way of

example early last week Irish bank senior debt with a duration of less than two years

(and therefore covered by the Government guarantee) was trading at 3.50 – 4.00%

over Euribor at a time when 3 month US Treasuries were trading at a gross yield of

0.1%.

In order to reduce the risk to our regulatory capital ratios arising from these valuation

difficulties we propose that in computing the mark to market adjustment to reserves,

in addition to the AFS portfolio, we will also mark to market our debt securities in

issue.  This will provide a partial hedge against market movements in the AFS

portfolio in that price movements will be in the same direction.   We believe that this

approach, which has been adopted by Barclays Bank and others in the UK, is in

keeping with the mark to market principles and spirit of the CRD and reflects the fact

that the cost of redeeming the securities debt today would be market value, and not

par value given that we could buy these securities in the market and cancel the

liabilities.   The proviso that I would add to this proposal is that any positive mark to

market adjustment in respect of liabilities should not be incremental to reserves but

should be limited to the extent of any negative adjustment in respect of the available

for sale portfolio.

I should welcome your initial views on the above proposal.

Yours sincerely

PETER FITZPATRICK
Group Finance Director
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IR ISH  L IFE &  PE R M A N E N T  PLC ("TH E C O M PA N Y ")

M IN U T E S O F M E E T IN G  O F TH E B O A R D  O F D IR E C T O R S

H E L D  ON T U E SD A Y  2 M A R C H  2004 at 8.15 a.in.

IN IR ISH  L IFE C E N T R E

P resent; R . D ouglas (in the C hair)

D. W ent

D. C asey

P. Fitzpatrick

E. H effem an

B. M cC onnell

K. M cG ow an

K. M urphy

F. Sheehan

A pologies: 

In A ttendance; 

G. B ow ler

P. L ynch

S.A . R yan (G roup Secretary)

D. M cC arthy, B. M axw ell (14-IL P-04 tol9-IL P-04)

F. M cG ow an (20-IL P-04)

F. O 'Sullivan (21-IL P-04 &  22-IL P-04)

9-IL P-04 T he m inutes of the B oard m eeting held on T uesday 3 Febm ary 2004 w ere

approved and signed. A rising from  m inute l-IL P-04, B rian M cC onnell

reported that the proposal for the new  m ortgage system  is still being

w orked on - an update, if not the fiill proposal, w ill be brought to the

A pril B oard m eeting.

lG -IL P-04 T he m inutes of the A udit C om m ittee m eetings held on W ednesday 11

February 2004 and T hursday 26 February 2004 w ere noted.

ll-IL P -04 T he m inutes of the R em uneration &  C om pensation C om m ittee m eeting

held on M onday 1 M arch 2004 w ere circulated at the m eeting and these

w ere noted.

12- IL P -04 T he C hairm an reported that the C om m ittee w ith delegated responsibility

for determ ining non-executive directors' rem uneration had agreed that

non-executive directors' fees be increased to €57,500 per annum  w ith

effect from  1 January 2004. T he additional fee paid to the C hairm an of


the A udit C om m ittee w ill be increased to €15,700.

13- IL P -04 T he G roup C hief E xecutive's R eport to February 2004 had been

circulated and this w as review ed. M atters arising from  a discussion of the

R eport w ere as follow s:

E arly 2004 sales figures for the various businesses are encouraging.

T he M organ Stanley R esearch N ote on Irish B anks w ill be circulated

to D irectors.
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A  note from  C athal M acC arthy on the R evenue Investigation of Isle

of M an operations w as circulated at the m eeting and this w as

discussed. The B oard noted that no quantification of a potential

liability had been m ade since no such liability is foreseen at this

point and that no disclosure requirem ents arise.

14-IL P-04 Peter Fitzpatrick, B ruce M axw ell and D avid M cC arthy presented the

G roup R esults for 2003. The total contribution w as €365.2 m illion, up

3%  on 2002 w hile the total profit after tax w as €261.8 m illion, dow n 10%

on 2002. T otal EPS w as 97.2 cents.

D etailed analyses of profit and sales in the G roup w ere presented together

w ith key ratios for the business.

15-IL P-04 

16-IL P-04 The 2003 Prelim inary Financial Statem ents w ere review ed and w ere

form ally approved by the B oard. In approving thefinancialstatem ents

the B oard also agreed to recom m end to shareholders a final dividend of

36 cents per ordinary share for the year ended 31 D ecem ber 2003.

17-IL P-04 The D raft O perating and Financial R eview  w as discussed. T w o m inor

changes w ere agreed.

18-IL P-04 Peter Fitzpatrick inform ed the B oard that D enis O 'C orm or's term  as

K PM G  A udit Partner for Irish Life &  Perm anent plc w ill cease after the

A G M  in M ay 2004.

19-IL P-04 The B oard com plim ented m anagem ent in both thefinancialand actuarial

areas for the very satisfactory m anner in w hich the year-endfigureshad

been produced and presented.

20-IL P-04 Frank M cG ow an presented the half-year C redit R eview  to 31 D ecem ber

2003. T his show ed both retail and interm ediary m ortgages rem aining

strong w ith a recent reduction in arrears. A  slow dow n in dem and for

Term  Loans/O verdraftsA '̂isa w as noted, ptsb Finance show ed an

increase in business levels despite the slow dow n in the car m arket.

The B oard noted the schedule of exposures greater than €6.35 m illion

approved by the C redit C om m ittee from  O ctober 2003 to February 2004.

The B oard also noted three credit proposals, details of w hich w ere

circulated, approved by the C redit C om m ittee w here elem ents of the cases

w ere outside perm anent tsb's C om m ercial D ivision Lending Policy.
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1. Introduction 

This report has been prepared by permanent tsb plc in response to a Direction made by the 

Joint Committee of Inquiry into the Banking Crisis, dated 15 January 2015, (“the Direction” 

and “the Committee” respectively) and in particular in relation to category 3 of the Direction 

in which the Committee requested “Board Minutes, or any other narrative report, for the 

period 2008 to 2013 relating to the banking crisis, lessons learned and corrective actions. If 

such information is not readily available, please create a document setting out any significant 

changes to the management of property-related credit risk and funding & liquidity risk which 

have been implemented since 2008, together with the reasons for those changes”. In 

circumstances where “Board minutes, or any other narrative report” were not “readily 

available”, ptsb has prepared this report. As such, this report has been prepared solely for the 

purposes of responding to the Direction. In this report, we have set out an overview of 

significant changes to risk management and oversight between 2008 and 2013, as well as 

setting out significant changes to funding and liquidity risk and property related credit risk 

over that period. 

 

2. Corporate history 

2.1. This report relates to permanent tsb plc (“ptsb”), a bank formerly named Irish Life & 

Permanent plc (IL&P).  

2.2. IL&P changed its registered name to ptsb after the sale of its subsidiary, Irish Life Limited 

(“Irish Life”), in 2012.  

2.3. Prior to the sale of Irish Life, the companies within the IL&P group operated their businesses in 

a federated structure which shared a number of common functions, including Group Risk, as 

will be shown below.   

 

3. Risk management and oversight prior to 2009 

3.1. Up to 2006, responsibility for risk management in IL&P had been by risk type, managed within 

business function and overseen by executive management and the board of directors (“the 

Board”). Board governance of risk was conducted through the Group Audit & Risk committee.  

3.2. A report was commissioned from Oliver Wyman in 2006 which recommended a risk 

restructure. The key recommendation was the formation of a group level committee with a 

risk and capital mandate. The individual risk functions within the business were to have a 

dotted reporting line to the committee. The recommended restructure was largely 

implemented and remained in place until 2009.   
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3.3. Therefore, in 2008, the management of risk in the banking business of IL&P continued to be 

represented to a large degree within the individual credit, funding and operational risk 

functions. These business risk functions were run largely as silos reporting directly to their 

respective business management, who represented their functions’ area of risk at executive 

committees. The business risk functions of credit, treasury and operations had secondary 

reporting lines to Group Risk. Therefore, oversight by Group Risk in 2008 was significantly 

different to what it was from late 2009 onwards as will be shown below. In 2008, Group Risk 

was a much smaller unit than it is today in the banking business alone. 

3.4. The Group Risk Committee was an executive committee to which five executive committees 

had reporting lines as shown below. In turn, it reported to the board Audit & Risk committee. 

 

Fig.: Pre 2009 risk governance framework 

 

4. Reports by Oliver Wyman, 2009 

4.1. In February 2009 international consultants Oliver Wyman were engaged by the IL&P board to 

conduct a review of IL&P’s corporate governance framework and a separate review of its 

Treasury function. This resulted from certain transactions in 2008 involving Anglo Irish Bank 

Corporation plc which had been unknown to the Board and caused it extreme concern. 

4.2. Oliver Wyman reported to the board in May, 2009.  

4.3. The review of governance concentrated on identifying and recommending emerging best 

practice.   
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5. Resulting Changes (Late 2009) 

5.1. The effect of the Oliver Wyman report on ptsb’s risk management was to accelerate and 

address emerging regulatory risk management trends.  

5.2. In line with the Oliver Wyman recommendation, a new non-executive director was appointed 

to the board, with a high level of skill and experience in risk governance and management. He 

was also appointed as Chairman of a newly formed Board Risk & Compliance Committee. 

5.3. The report introduced the three lines of defence model of risk governance. 

5.4. In September 2009, a new Group Head of Risk & Compliance (“GHR&C”) (subsequently 

renamed Chief Risk Officer) was appointed and work was immediately carried out on 

improving risk identification and resetting the risk appetite through the auspices of a 

strengthened ICAAP
1
 process.  The ICAAP process implemented Basel II

2
 and brought a 

formality and rigour of approach and methodology to risk management process. Moves were 

commenced to integrate Planning, the production of the Financial Plan and the ICAAP process 

and this was fully delivered in the work carried out for the 2012 ICAAP and subsequently. 

5.5. The scope of the new GHR&C was significantly extended in 2009. The GHR&C was appointed a 

member of the ExCo with an independent reporting line to the Chair of the new BRCC, 

whereas formerly the CRO had reported to the Finance Director. The new GHR&C had 

oversight across the Group and the reporting line for each business’ risk and compliance 

function was changed to show direct reporting to Group Risk with a dotted line to the 

business. Formerly, the opposite had prevailed.  A federal structure was, therefore, employed 

with the frontline risk functions remaining with the business but reporting centrally to Group 

Risk via an independent line. The new GHR&C had the right to attend all management 

committee meetings, even where not a member, had the right of veto over any committee 

decision and had direct access to the Chair of the BRCC. 

5.6. By early 2010, a Board Risk and Compliance Committee (“BRCC”), separate from the Audit 

Committee, was introduced with six executive committees including separated banking and 

insurance ALCOs, Group Credit Committee, Group Operational Risk Committee, Group 

Counterparty Credit & Market Risk Committee and Group Compliance Committee reporting 

into it. Creating a separate BRCC Committee was a recommendation of the UK “Walker 

Review”
3
 which reported at that time and has since been incorporated in the Central Bank’s 

Corporate Governance Code for banks and insurance companies.
4
  One benefit of this was 

that the risk agenda was addressed in a forum dedicated exclusively to risk matters.  

 

 

                                                           
1
 Internal Capital Adequacy Assessment Process is required of banks pursuant to Basel II, Pilar 2.  

2
 Basel II came into effect in the EU on the 1

st
 January 2007 under the Capital Requirements Directive. It is an international business 

standard that requires financial institutions to maintain sufficient cash reserves to cover risks incurred by operations. 
3
 In 2009, as a result of the sub-prime mortgage crisis in 2007, Prime Minister Gordon Browne commissioned Sir David Walker to carry out 

an independent review of corporate governance in UK banks and other financial institutions  
4
 Corporate Governance Code for Credit Institutions and Insurance Undertakings 2013 
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Risk governance structure since 2009 

5.7. Whereas these changes in Risk governance and management in 2009 were significant, it might 

be said that subsequent changes in Risk governance were evolutionary, with significant 

increasing professionalisation of the Risk function in the years to 2013, for example:- 

5.7.1. The Bank had been accredited for use of Internal Ratings Based (“IRB”) credit models 

in 2007 and these were developed further over the period to 2013, with their 

associated ‘scorecards’ providing a means of measuring lending discipline that was 

more scientific than would have existed previously. The main portfolios exposed to 

this methodology are Home Loans and Buy-to-Let.  

5.7.2. The role of General Manager Credit was expanded in 2010 to General Manager 

Credit and Financial Risk and an individual appointed with strong mathematical and 

statistical skills. The Credit Function (including its analytics unit) and Treasury Risk 

reported to this GM, who himself had a direct reporting line to the CRO. The Credit 

Committee continued to report to ExCo, as previously.  

5.7.3. Also in 2010, the Irish Life Chief Actuary became Head of Risk Strategy for the Group. 

The IL&P Group Risk function remained small, with eight persons, until 2012. 

 

6. New Management (2012) 

6.1. In 2012, in the context of separation from Irish Life, the IL&P board appointed a new top 

management team to ptsb. All of the external hires were familiar from first-hand experience 

with what a first rate retail bank should look like.  
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6.2. Standards of reporting and governance were immediately tightened and consultants 

employed to expedite the identification of gaps and the actions needed to enhance standards 

of risk governance and management. For example the governance around the strategic 

development, production and implementation of new financial products has been 

substantially strengthened. 

6.3. In 2012, at the behest of the Central Bank which was monitoring the changes which would 

ensue in ptsb upon its separation from Irish Life and the consequent dismantling of the shared 

organisational functions including Group Risk, the IL&P CRO commissioned Oliver Wyman to 

develop target operating models for the staffing of Group Risk in ptsb to implement a new 

coherent three lines of defence model to address risk management, monitoring and analysis 

in ptsb.  This initiative was strongly supported by the new Chief Executive Officer. Most group 

risk staff after separation remained with Irish Life. Oliver Wyman identified the risk resources 

required for a stand-alone bank. By the end of 2013, ptsb had a risk function employing 35 

people. 

6.4. In 2012, the new ptsb management team identified the need to upskill those members of staff 

dealing with customers experiencing difficulties with repayment. It moved to restructure the 

Bank’s core operations with the goal of developing a well-governed and strategically and 

financially attractive retail banking entity. A separate Asset Management Unit (“AMU”) – 

subsequently split into Core and Non-Core - was formed and cutting edge processing and IT 

systems employed to address arrears. Feeding into this from the Customer Credit division was 

an in-house developed ‘Decisioning Tool’ which created advice for the AMU teams identifying 

the most suitable treatment to be offered to each customer in arrears. The Compliance and 

Operational Risk units of the Group Risk team monitor the work of the AMU from a second 

line perspective. 
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Banking Inquiry – Significant Changes to the Management of Liquidity Risk 2008-2013 

The management of liquidity risk within the ptsb, and the wider ptsb Group underwent fundamental 

change between 2008 and 2013. The Group now has a stronger governance regime around liquidity 

risk management and this is reflected in the organisational structure and funding model together 

with the monitoring and reporting in place.  

 

7. Organisation and Governance 

7.1. As set out above, IL&P introduced significant change to risk management and governance 

following the Oilver Wyman report of 2009. 

7.2. With regard to funding, ptsb has a liquidity policy which is set out by the Group’s Asset and 

Liability Committee (“ALCO”) and is now approved at least annually by the Board Risk and 

Compliance Committee (“BRCC”) on behalf of the Board to ensure that it is consistent with the 

risk appetite and business plan of the Group. Any changes to the liquidity policy are reviewed 

and approved by the ALCO. Subsequent review and approval by BRCC is sought where these 

changes are of substance. This ensures that the management have a clear framework under 

which liquidity must be managed and which is consistent with the overall objectives of the 

Group. 

7.3. Day to day management of liquidity risk is the responsibility of Group Treasury.   

7.3.1. In 2008 the Group Treasury function of Irish Life and Permanent plc sat outside the 

Group’s Banking Operations and reported to the Group Finance Director.  Group 

Treasury is now integrated into the Bank’s structure. The Group Treasurer is a 

member of the Bank’s Executive Committee ensuring that from a liquidity 

perspective the Group Treasurer can input into all key executive decisions.  Prior to 

this change, there was a reliance on individual executives discussing issues with the 

Group Treasurer and/or issues being brought to ALCO by the CEO or Finance 

Director. 

7.3.2. Treasury controls and processes have changed significantly as a result of the:  

7.3.2.1. regulatory changes contained in Basel III and other regulatory 

developments which have increased the frequency and level of reporting 

on liquidity. 

7.3.2.2. internal changes following a detailed Treasury review by external experts 

Oliver Wyman in 2009  

7.4. The membership of ALCO was reviewed and expanded to include the Bank’s Consumer Credit 

Director. This ensures that lending decisions and the management of the mortgage back book 

are also factored in when ALCO is considering liquidity risk.  

7.5. The role of Group Risk, which operates independently to Group Treasury, has expanded. 

Group Risk now has a defined role in the management of liquidity risk providing oversight and 
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monitoring compliance with liquidity target limits, checking key inputs into liquidity and 

approval of credit limits for counterparties. Previously Group Financial Risk monitored 

compliance with liquidity target limits and reasons for daily moves, particularly if adverse 

trends emerged. It was also responsible, from March 2009, for developing and recommending 

counterparty limits to the ALCO for its approval. 

7.6. The mandate for Group Treasury was reviewed and as a consequence of this the Group ceased 

proprietary trading while the investment policy was tightened to ensure that all assets meet 

the new liquidity standards i.e. high quality liquidity assets. 

7.7. As at 31 December 2013 the Group was in the process on putting in place a contingency 

funding plan which sets out how the Group would manage a liquidity crisis. This includes the 

establishment of a Committee consisting of senior management from all of the key business 

functions.  The plan which sets out a range of options available to the Group plan is reviewed 

by ALCO and approved by the BRCC at least annually. While it is outside the scope of the 

timeframe for this report, it is worth noting that in late 2014, there was a simulated exercise 

run against the Contingency Funding Plan, involving its committee, the learnings from which 

are in the process of being implemented. 

 

8. Funding Model 

8.1. The Group’s lending book grew aggressively from €12.9bln in 2001 to €39.2bln in 2007. This 

growth was largely funded through the wholesale markets – customer accounts only grew 

from €9.5bln to €13.6bln in the same period. The Group became an active participant in short 

term wholesale markets. At 31 December 2006 20% of the Group’s funding was short term 

commercial paper and a further 10% was other short term unsecured lending facilities.   The 

Group’s position was highly precarious in 2008 due to its high level of short term funding and 

therefore its high loan to deposit ratio. The Group was fortunate to have residential mortgage 

assets which enable it to access European Central Bank (“ECB”) funding but it was also 

necessary to access Emergency Liquidity Assistance (“ELA”). 

8.2. From 2007 as wholesale markets became more difficult to access the Group became more 

reliant on funding secured on both its ROI and UK residential mortgage books. This funding 

was largely accessed through system funding with limited market access. As both the amount 

required increased and the advance rates declined due to declining credit quality the Group 

also accessed ELA funding for a period between 2011 and  2012. 

8.3. Significant changes in the funding model included: 

8.3.1. The Group has formal funding plans in place which incorporate liquidity measures. 

These are integrated into the Group’s planning cycle and are agreed with all the 

relevant stakeholders and presented to the Board as part of the approval of annual 

budgets and the medium term plans. In the past this was not the case and the 

significance of this change is the Board when approving business plans has visibility 

on the liquidity consequences. The loan to deposit ratio has changed significantly 
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from 2008 when it was 271%, to 151% at 31 December 2013.Customer accounts 

grew to €19.5bln by 31 December 2013 which represents 56% of the Group’s 

funding base.  Retail deposits are now a key component of the funding model. The 

Group has developed customer behavioural analysis which monitors the behaviour 

of retail deposit customers. This behaviour analysis is produced independently from 

Group Treasury is reviewed regularly by ALCO and forms a key input into the liquidity 

and funding model.  In addition all changes to deposit pricing must be approved by 

ALCO. 

8.3.2. The Group has not availed of ELA since April 2012.  The funding model in 2013 is 

focused on deposits and secured funding.   

8.3.3. The Group has put in place secured market funding on its UK residential book and in 

November 2013 raised market funding secured on it Republic of Ireland residential 

book.  

8.3.4.  The Group’s mortgage books are the main source of secured funding for the Group. 

In the past, there was much reliance on short term unsecured funding. The Group 

invested Operations and IT resources into maximising the availability of this funding 

using cross-functional project groups to identify mortgages which qualify and 

ensuring all of the necessary data is available to meet the ECB eligibility criteria. The 

effect of this has been to build up the Group’s liquidity buffer to enable the Group to 

withstand liquidity stresses. 

8.3.5. This new funding model takes into the consideration the new Basel III liquidity 

measures which will come on stream from 2015. These new liquidity measures 

include the Liquidity Coverage Ratio (“LCR”) which requires the Group to have 

sufficient liquidity assets to cover 30 days of outflows under a moderate stress.   

8.3.6. The Group has implemented revised pricing models for new lending products. These 

models focus on economic value and include pricing for cost of funds. This cost of 

funds builds recognises the liquidity risk by building in measures such as re-finance 

multiples and the need to fund new business from stable sources of funds . These 

models will continue to evolve as further new liquidity measures such as the Net 

Stable Funding Risk come on stream. Previous models were focused on profit 

measures only. 

 

 

9. Significant changes in Liquidity Monitoring and Reporting 

9.1. All of the Bank’s internal liquidity reporting has been redesigned since 2008 and is reviewed 

on a regular basis to ensure that the information is clearly presented and remains relevant 

and appropriate.  Reporting is in place for all of the areas which are responsible for 

management of liquidity risk including Group Treasury and Risk, ALCO, BRCC and the Board. 
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The rationale for this change is to ensure all areas which have a role in liquidity management 

are getting appropriate reporting. 

9.2. There has been an expansion of the formal monthly reports to ALCO to include not just 

liquidity ratios but also the macro-economic environment, liquidity concerns and mitigating 

actions as well as emerging opportunities. The ALCO reporting covers all the key aspects of the 

funding model including deposit trends and collateral availability and new liquidity measures 

being introduced. The rationale for this change is to ensure that ALCO receives a full overview 

and facilitates discussion of not only the numbers but the qualitative aspects ensuring that the 

key executives understand the liquidity position and risks. 

9.3. The Board receives regular updates on liquidity both directly and through the BRCC – these 

updates include formal reports while the Group Treasurer also attends BRCC and Board 

meetings regularly. The rationale for this is to ensure the Board gets the opportunity to 

discuss with key Executive Management the liquidity position and likely developments. The 

Group has developed liquidity early warning indicators. These are both qualitative and 

quantitative and include general market activity and ptsb specific factors.  Early Warning 

Indicators are monitored on an on-going basis by Group Treasury and reviewed monthly by 

ALCO. The rationale for this change is to highlight any emerging issues which might have 

negative liquidity consequences as soon as possible to allow management to put plans in 

place. 

9.4. During 2013 the Group had a number of on-going projects which completed during 2014 these 

including the implementation of daily survival horizon reporting and stress testing which 

examines the impact of possible liquidity events on the survival horizon. The output from the 

stress testing is reviewed by ALCO and BRCC as well as senior Treasury and Risk Management.  

It also feeds into both management and Board considerations when reviewing liquidity risk. 
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Significant changes to the management of property-related credit risk in ptsb, 2008-2013 

 

 

10. Introduction  

10.1. The context of the significant changes in the management of property-related credit risk in 

ptsb during the years 2008 to 2013 is: 

10.1.1. The recession which followed the financial crises of 2007-2008  

10.1.2. The consequent low new lending levels  

10.1.3. The fundamental change in Group Risk following the Oliver Wyman report in 2009 

10.1.4. The new ptsb management team appointed from 2012 and consequent 

management changes, including management of credit risk in ptsb’s anticipated 

future lending market.  

10.1.5. The focus on managing the loans previously written through the Asset Management 

Unit (“AMU”) established in 2012, which is detailed further below in section 19 

below. 

 

11. Significant tightening of credit criteria from 2008 onwards: 

11.1. Whilst ceasing certain types of new property lending, and generally reducing lending 

significantly during the 2008-2013 period, ptsb continued to review and revise its credit 

policies in this period to reflect its property-related credit risk appetite and, in particular, to 

strengthen its affordability criteria, as follows: 

11.1.1. The Loan to Value (“LTV”) ratio was reduced on all loans types 

11.1.2. Maximum loan terms were reduced 

11.1.3. Interest only mortgages were ceased 

11.1.4. Affordability testing evolved to a detailed affordability assessment 

11.1.5. Branch credit decision discretions were removed and centralised in Credit Risk 

11.1.6. Buy-to-Let lending was suspended and reintroduced on tighter lending criteria 

11.1.7. Commercial property lending ceased 

11.1.8. Tracker lending ceased 
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12. Strategic Review 2012 

12.1. The most significant changes in risk management in credit took place following the 

appointment in 2012 of a new executive management team which was then tasked with 

restructuring the ptsb’s core operations with the ultimate goal of developing a well-governed 

and strategically and financially sound retail banking entity. 

12.2. The 2012 strategic review, which underpinned the restructure of the company, identified the 

need for a more clearly defined Credit Risk Appetite in terms of the Board of Directors’ 

tolerance for risk and willingness to grant. 

12.3. The strategic review also highlighted that the Credit Risk Management function required 

significant investment and enhancement to ensure the effective delivery of the Risk Appetite. 

This was to be achieved by redesigning and implementing the correct Credit Risk Structure, 

Oversight and Analytical capability to control and realign the inherited Credit Risk Function 

and manage the future credit risk scenarios. 

13. Significant credit risk management changes 2012 and 2013.  

13.1. As a result of the 2012 review, ptsb has developed 

13.1.1. A Compendium of Credit policies to cover full loan life cycle risks 

13.1.2.  A robust credit risk governance regime  

13.1.3.  Portfolio Concentration limits 

13.1.4.  Effective Collections strategies, managed by the AMU (see section 19 below) 

13.1.5.  High quality management information for all key/relevant stakeholders 

13.2. This was achieved through the strengthening of the Group Risk function generally and by 

restructuring the Credit Function. 

14. Governance - Defining the Credit Risk Appetite  

14.1. Prior to 2012/2013 the Bank’s Credit Risk appetite lacked a level of clarity and important 

credit / product decisions were informed as much by the requirement to respond to 

competitor offers; as by the Bank’s own internal appetite for credit risk. Prime examples of 

important decisions impacted by this issue were the introduction of 100% Home Loans and 

the introduction of an asset-based assessed for Experienced BTL Investors in 2005. 

14.2. Since 2012 ptsb has a more more clearly defined its Credit Risk Appetite in terms of its 

independent tolerance for risk and willingness to grant credit based on product type, 

customer type, collateral concerns and various other risk factors. 

14.3. The Risk Appetite has now been embedded as a fundamental pillar of the Bank’s credit 

strategy design and is underpinned by the following primary goals: 
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14.3.1. To meet targeted Economic Profit / Loss criteria 

14.3.2. To operate within predefined organic net balance sheet annual lending growth rate 

rates  

14.3.3. To meet forecasted performance levels for (i) Default Rate and (ii) Provision Stock 

Rate 

14.3.4. To ensure that the mix and quality of new business is within targeted levels 

14.3.5. To ensure that the mix of new business is within the agreed concentration limits 

14.3.6. To ensure that high levels of Customer and Asset quality are maintained 

14.3.7. To ensure that the optimum level of portfolio monitoring is maintained (with 

appropriate triggers & actions). 

14.3.8. To monitor ongoing realised credit losses against projected base and stressed case 

forecasts. 

14.4. A robust governance regime has been implemented in relation to Risk Appetite which is now 

subject to annual review by the Board to ensure it remains appropriate. 

14.5. Metrics are in place to aid in the identification of high risk cohorts and a suite of high quality 

MI has been designed to provide Senior Management and the Board with ongoing insights 

into new business and back-book portfolio quality and to identify any emerging trends, 

allowing for identification, escalation and early remediation. 

15. Monitoring Risk appetite 

15.1. Prior to the crisis in 2008 the Bank’s monitoring of its Risk Appetite was somewhat lacking in 

structure; with no reliance on portfolio concentration limits. The implementation of portfolio 

limits is fundamental to the application of the Risk Appetite and the embedding of same in the 

Group’s organisational culture. 

15.2. To ensure that the Risk Appetite becomes embedded in the organisation’s Risk Culture, a set 

of formal portfolio concentration limits were developed in 2012/13. These were formally 

implemented on 30 January 2014 and so a detailed analysis of them is outside the temporal 

scope of this report. However, in summary, these limits have been designed to mitigate for 

known/ traditional high risk profiles or to reflect past experience of exposures that proved to 

be higher risk. The limits focus on new business but a back book limit is included within the 

risk appetite framework. 

15.3. Portfolio limits and concentration risks are now formally reported to Group Credit Committee 

on a monthly basis in summary and detail form which includes overview, trends, limit 

categories and detail on mitigation plans proposed where a particular parameter is close or at 

its limit (if necessary). 
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15.4. Each meeting of the BRCC is updated on a summary basis (trends & overview) plus detail on 

any mitigation plans proposed where a particular parameter is close to or at its limit. 

15.5. Summary data is also presented to each Board meeting. 

16. Credit Policy 

16.1. Credit Policy Overview 

16.1.1. Prior to 2013 the Bank’s formal credit policies were mainly focused towards new 

lending and while detailed process documentation existed in relation to other 

activities (in terms of distressed account restructure etc.), these were not subject to 

the same level of oversight as the formal credit policies. 

16.1.2. As part of the preparatory review supporting the redesign of the Credit Risk 

Function, this lack of formalised policy documentation in relation to the full credit 

lifecycle was identified as a significant gap. 

16.1.3. Consequently it was agreed that written credit policies represent a cornerstone of 

the Bank’s credit risk management; supporting the identification, measurement, 

monitoring and control of credit risk in line with Risk Appetite. 

16.1.4. Hence the Bank committed to putting in place a compendium of credit policies which 

cover the full credit lifecycle from initial loan origination and making the lending 

decision to resolution. 

16.1.5. These policies have now been embedded and form the basis of the design and 

implementation of robust credit processes. 

16.1.6.  A robust credit policy governance process has also been implemented. 

16.1.6.1.  The full credit policy is subject to annual review by the Board Risk & 

Compliance Committee to ensure it remains fit-for-purpose. 

16.1.6.2. Adherence to the policy is monitored by a newly-formed dedicated Quality 

Review Team within the Customer Credit area, with identification and 

escalation of issues to the Chief Credit Officer and Group Credit 

Committee. The process tracks the various stages of the credit lifecycle 

from underwriting to loan resolution. 

16.1.7. A new Credit Policy Governance Regime has been implemented whereby 

amendments require approval for the Group Credit Committee and BRCC where 

they: 

16.1.7.1. Increase or decrease maximum loan amounts and/or maximum LTV OR; 

16.1.7.2. Increase or decrease the availability of certain credit products / 

forbearance  options to higher / lower numbers of customers OR; 
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16.1.7.3. Impact on the effective governance of the Group’s credit function or the 

Group’s ability to monitor and control compliance with the Risk Appetite 

and/or the Capital distribution & usage OR;  

16.1.7.4. Relate to changes to methodologies employed in the identification of cases 

for impairment and/or the calculation of impairment amounts. 

16.1.8.  A dedicated team has been appointed within Credit Risk with responsibility for 

managing the policy change process and in particular 

16.1.8.1. Ensuring any potential impact for the Group’s risk appetite/restructuring 

plan has been considered when arriving at the proposed solution 

16.1.8.2. Ensuring policy is subject to the correct sign-off (including the requirement 

for Board review and approval of all policies on an annual basis). 

16.1.8.3. Ensuring the application of policy is subject to a sufficient level of oversight 

and quality assurance. 

17. Asset Management Unit (AMU)  

17.1. The AMU was established in 2012 by the new Management Team to address the large number 

of arrears cases in existence at that time. 

17.2. It is a specialist division within the Core Bank focussed on maximising the value of non-

performing loans through: 

• Cash Collections 

• Resolution Treatments (Restructures) 

• Voluntary Sale or Surrender  

• Litigation 

17.3. The Unit embraces all appropriate regulatory Codes and Guidelines and ensures that an 

assessment of a customer’s affordability and sustainability is central to all long term decisions 

made.  

17.4. A key deliverable for the Unit was the establishment of capability and capacity to effectively 

manage the challenges that it faced. This required the implementation of a transformational 

change programme over the last number of years incorporating: 

• Introduction of a wide range of enhanced strategies 

• Revised Policies and Processes to support strategies 

• Enhanced Technology and Operations 

• New MI (Reporting)  

• An re-configured organisation structure 

• A step change increase in staff numbers 

• Staff training 

• Embedding of a culture of best practice 

• Support for a period from external practitioners with a depth of experience, enabling 

capability and best practice transfer to the organisation 

 

PTSB02660-015
   PTSB01B01 78



 Page 16 of 16   

17.5. The Unit has evolved over the last 2.5 years to a point where it believes it is a leading retail 

arrears management unit in Ireland. 
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M E M O R A N D U M

T O : B O A R D  O F  D IR E C T O R S , IR IS H  LIFE  &  P E R M A N E N T

F R O M : FR A N K  M cG O W A N , G E N E R A L M A N A G E R  - C R E D IT , p erm an en t tsb

S U B JE C T : E X C E P TIO N  T O  P O LIC Y

D A T E : 5"̂ " O C T O B E R  2005

I w rite to advise the B oard of the follow ing proposal, recently approved by C redit C om m ittee

w here an elem ent of the case is outside perm anent tsb C om m ercial D ivision Lending

P olicy.

B orrow er:

A m ount:

Term :

N ew  exposure:

S ecurity:

R epaym ent: 

E xcepfion to P olicy:

20 years

Interest only facility for first 3 years of the term . O verall term  of 20

years. R ate is equivalent to E U R IB O R  plus a m argin of 1% .

This facility is outside policy based on the Loan to V alue of 85%

A pplicants are significant property developers operafing in Ireland and the U K  and the

application is being m ade in their personal nam es.

This developm ent w as com pleted by applicants as a joint venture and finance now

requested is to put the developm ent finance onto a long term  facility. Th

is anchored b  w ith 10 units sfill to be let.

D ebt servicing is poor on a C & l basis and interest cover on exisfing rentals agreed is low

at 1.28:1.

W hile N et W orth statem ents for the B orrow ers are not available it is understood that

both have considerable N et W orths. In this context the C om m ittee noted the full-

recourse structure of the facility on a joint and several basis.

T he C om m ittee w as advised that it could take up to 3 years for the rem aining

properties to be fully-let. The facility has been requested on an interest-only

repaym ent basis for the initial 3 years of the term .

T he issue of pricing w as discussed and it w as agreed that C om m ercial D ivision is to

seek a m eefing w ith the introducing B roker, to discuss an increase of 0.25% , in the

m argin charged on the facility, unfil such fim e as the properties are fully let.

The C om m ittee noted the policy exception above but approved the facility as proposed.

Frank M cG ow an

no
no

n...
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Theme: B3
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strategies and risk management

Line of inquiry: B3A
Appropriateness of funding sources - the mix, 
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LJL: .-"i-r .^ fl

Life (̂ P erm anent plc

Liquidity P olicy D ocum ent

2004

D avid G an tly, G ro u p  T reasu rer

Life (?. P erm anent

B anking Liquidity R isk*^

M anage banking G roup Liqfidî ?r-̂ ;;;V ;>

25%  R egulatory R equirem ent ;;' ' "'̂

Liquidity R equirem ent has gro.w njh-ljn& w ith

B alance S heet grow th J. '"' ' . '

/
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Funding R equirem ents - 2004

Forecast grow th in loans and advances

R equired liquidity

M aturing Term  debt

€m

3 500

1-150

4,650

1,100

5,750

22,447

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
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IW slM i'Life <? P erm anent „.

Funding P rofile

S ecuritisation

Long Term  5%

D ebt

26%

'D ec 2003

S hort Term

D ebt

24%

R etail D eposits

26%

=***''̂ C om m ercial

D eposits

19%

Total €22i590m

Irish B 'L ife f P erm anent...

Long-term  D ^ b tO latu rity

€m  

1,400 1

1,200 -

1,000

800

600 ̂

400

200 i

0 

1,062

·.=-7!»

2004 

774

2005

* including subordinated debt

' interest rate structure - floating

1.357

2006 

i5<Ilotaire5?832rhsas at 31/12/03

2007 

2008 2009 2010 2011 +
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iriiî  Life &  Perm anent

T reasury Policy 2005

D avid G antly, G roup T reasurer

21st June, 2005

A ctivities

L iquidity M anagem ent &  Funding

R isk M anagem ent

E conom ic R etum  from  T rading &

M anagem ent of Liquid A ssets
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7 'J- 

L iquidity Policy

Liquidity M anagem ent is a C ore B usiness A ctivity

R egulatory R equirem ent 25%

C om position R eports

R eliance R eports &  Lim its

D ependency R eports

30 D ay R ule

D iversification of Funding Sources

Funding Profile as at 30 Apr 2005

R etail

Interbank

B orrow ings

2%

C om m ercial

Paper

22%

C om m ercial

D eposits

22%

R epos

1%

Long T erm

30%

Funding T arget €7.25bln

Y ear-to-D ate €3.2bln

PubU c U S$600 5 Y r FR N

51 Private D eals €1.5bln

U S C P &  E C P €666

C om m ercial D eposits €500

Securitisation G B P450

E xtendable N ote U S$750/1000

Total €27 bin
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|r H i

U SC P 6%

Fr C D  4%  

C om m ercial D eposits

18%  

Long T erm  D ebt

25%

R etail D eposits

18%

Securitisation

8%

X -notes

4%  

ITotal 44.1 bn
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1 Funding Mix

permanent tsb - Bank Funding Mix

X-Notes

Customer

Accounts 

US & Euro CP 

Securitisation 

Long-term

Debt

ECB Repo

Deposits by Banks
 - unsecured

Deposits by Banks
 - secured

12%

12%

22% 

4%

36%

8%

26% 

3%

34% 

7%

23%

3%

6%

Dec 07 Jun 07 

€44bn €42bn 

3%
1%

€43bn

20%

4%

34%

9%

21%

5%

1%

6%

Dec 06Mar 08 

13% 

13% 

32% 

7%

21% 

5%

3%

6%

€44bn 
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Briefing for Minister’s Meeting with Chair and CEO  

of Irish Life and Permanent 

11.30am Friday 11 September  
 

Attendees:- 

Gillian Bowler (Chair) 

Denis Casey (CEO) 

 

Context 

Irish Life and Permanent (IL&P), along with Irish Nationwide and EBS is one of the 

smaller-bracket Irish banks and grew rapidly during the property boom lending 

aggressively to become the largest player in the Irish residential mortgage market with 

a residential loan book of €36bn.  It also developed an above average reliance on 

wholesale funding (60% approx.) which has been additional source of concern for 

investors and credit rating agencies.   

 

These concerns appear to have been somewhat receded by recent announcements the 

bank has made about how it has met its funding needs.  However, there is a question 

about the sustainability of the bank’s approach which was based on ‘internal 

securitisation’ of assets. 

 

The main strategic issues for IL&P are:- 

While its primarily residential loan book is considered to be relatively robust, there is 

a question-mark over the long-term sustainability of its business model given the 

change in the economic and financial environment.  

 

 While its insurance company Irish Life is a valuable asset, the value of 

IL&P s banking business - other than for a larger bank that is seeking a retail 

network - is questioned by analysts 

 

 The bank is currently heavily dependent on ECB funding to the tune of €8bn. 

approx.  Unless the bank can diversity its funding in advance of its end-year 

results the market reaction could be very severe 

 

 In common with the other smaller institutions, the bank is under pressure from 

the larger banks in relation to retail deposits on account of the ‘flight to 

quality’ 

 

 As illustrated by recent events in the UK, consolidation will be a major theme 

of market developments in the retail banking sector.  In view of the high level 

of risk aversion that is likely to continue into the future, smaller banks with 

lower credit ratings are increasingly going to find it difficult to survive as 

independent entities 

 

Issues that might be raised by IL&P and suggested responses can be found overleaf:- 
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Increase in the level of protection under the Deposit Guarantee Scheme.  This is 

very significant competitive issue for IL&P as savers feel more secure in larger 

banks such as Bank of Ireland and AIB that are considered “too big to fail”.    

 This issue remains under constant review.   

 It is essential to strike a balance between maintaining savers’ confidence in the 

Irish banking system and not sending out a signal that Irish banks are weak.   

 An announcement in the midst of the current crisis is likely to be interpreted 

internationally as confirmation that the financial system is vulnerable.   

 It may, however, be necessary to confirm our intention to increase the limit to 

maintain confidence among retail depositors 

 

Need for a blanket guarantee to depositors 

 This could not be restricted to depositors and would need to be extended to all 

lending to Irish banks.   

 The State would essentially be saying that the whole Irish banking system 

needed to be underpinned by the State.   

 The likelihood is that wholesale funding would dry-up for the Irish banks 

overall.  The State would be taking all the risk from the banking system with 

none of the potential upside.    

 Given the size of the Irish banking system (i.e. €600bn of assets), there is a 

serious question-mark over the credibility of any such announcement  

 It would impact on our sovereign debt rating and ability for the Government to 

borrow 

 

Need for the public authorities to confirm their support for the banking system 

 The CEO of the Financial Regulator stated last night that has said Irish banks 

are resilient and have the capacity to cope with the current turbulence in 

financial markets and that depositor savings were safe.   

 You recently said that the Irish banking system had shown resilience and the 

Taoiseach said yesterday that the Irish financial services sector had weathered 

developments well to date 

 Further statements of support will, of course, be considered as necessitated by 

developments 

 

Case for legislative change to Asset Covered Securities (ACS) Act to facilitate 

increased access to wholesale lending (i.e. elimination of “Designated Credit 

Institution” DCI requirement) 

 This is likely to impact on the status of Irish ACS and make them less 

attractive to investors 

 It could impact on the ability of Irish banks to re-finance the existing €70bn 

stock of ACS 

 It may lead to ACS being subject to credit down-gradings 

 It is not an agreed view of the industry 

 

 

 
cc Secretary General, Kevin Cardiff, Cathy Herbert 
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Theme: B3
effectiveness of banks’ funding, liquidity 
strategies and risk management

Line of inquiry: B3B
Analysis of liquidity risks under adverse 
scenarios
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G roup

S ectio n  1

E xecutive S um m ary

The G roup's vision to becom e the leading provider of personal financial services

in Ireland rem ains unchanged.

The m acroeconom ic backdrop is forecast to be favourable for retail financial

services over the life of the plan.

The G roup's corporate activity over the past three years w ith the disposal of its

U S  interests and the acquisition and integration of tsb has left it w ell positioned to

achieve its vision.

The core focus of the G roup over the life of the plan w ill be on organic grow th

leveraging upon the existing key com petitive advantages of distribution reach,

brand, and product innovation.

The key financial objective w ill be to deliver E P S  grow th in excess of 30%  over

the period of the plan. This exceeds the current m arket expectation and w ill

satisfy shareholder expectations.

· C ost containm ent/m anagem ent w ill continue to be the focus of significant

attention over the life of the plan and w ill be key to achieving the G roup's E P S

targets.

· R ecognising that acquisition opportunities w ithin Ireland w ill be lim ited the G roup

w ill actively pursue a num ber of specific possibilities and reactively participate

w ith regard to any other potential acquisitions w hich m ay arise.

· A  num ber of regulatory changes w ill im pact during the life of the plan w hich w ill

require careful m anagem ent vis a vis the m arket. S pecifically the im plem entation

of International A ccounting S tandards in 2005 w ill fundam entally change the

presentation of the G roup's financial accounts w hile the im plem entation of B asle

11 in 2006 m ay change regulatory capital requirem ents. A t the tim e of w riting

the precise requirem ents of IAS  and B asle 11 are not sufficiently developed to

facilitate a considered review  of their im plications. A ccordingly the plan has

been developed on the basis of the existing regulations.

D ivisions

perm anent tsb (A ppendix 4)

· perm anent tsb w ill rem ain focused on the personal sector w ith a continued

com m itm ent to m ortgages, deposits and bancassurance com plem ented by a

strengthening of its current account franchise.

· M ajor new  initiatives are planned under four broad headings.

- Increasing the sales focus of the branch netw ork.

- E nhancing the efficiency of the m ortgage business.

- A  m ore aggressive and targeted custom er relationship strategy.

- R igorous cost challenge and control.

PTSB00221-004
   PTSB01B01 92



FS R A  S TR E S S TE S T 2006/2008

IL& P  B oard

25th A pril 2006

John Ferguson

G M  - Finance

IFS R A  stress Test

2006/2008 

Introduction

> IL& P  requested by IFS R A  in February 2006 to participate in industry w ide

stress test exercise

> P urpose of test to assess sensitivity of banking industry's financial

soundness to adverse econom ic shock

> R estricted to Irish banking business

> IFS R A  provided 3 scenarios to m odel stress test. Im pact of stress factors on

2006 assum ed to occur evenly through year I.e. no allow ance m ade for

actual Y TD  experience

> R esults subm itted to IFS R A  in A pril 2006

perm anenttsb
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IFS R A  S tress Test

2006/2008 

S cenarios

2006 2007 

2008

%  %  %

B aseline

- H ouse P rice Inflation 7.0 

6.3 6.1

- U nem ploym ent 

4.3 

4,3 4.3

- Inflation 2.2 2,1 2.1

- G D P  4,8 

5,2 4.7

S hock 1

- H ouse P rice inflation -13.0 -8,7 1.1

- U nem ploym ent 4.5 

6,6 9.7

- Infiation 2.1 1,7 1.5

- G D P  3.2 

-0,3 -4.8

S hock 2

- H ouse P rice Inflation -13.0 -8.7 1.1

- U nem ploym ent 

4.5 6.2 8.7

- Inflation 2.1 1,8 1.9

- G D P  3.6 

1,0 -2.0

- Interest R ates (from  current) +0.5%  +1.25 +1,25

The num ber of new  housing units decline from  the current level of 80,000 to

50,000 in 2006 and rem ain at that level in both scenarios

perm anent tsb

IFS R A  S tress Test

2006/2008 

O verview  of R esults

B aseline

> very sim ilar to B ank's ow n projections

S ce n a rio 1

> significant im pact on new  business volum es and valves

> financial im pact Is concentrated on net interest incom e

> provisions increase as m ore loans fall into arrears

> low er asset grow th m eans capital ratios Im prove

> profits m aintained in excess of 2005 levels

S ce n a rio 2

> very sim ilar to S cenario 1

> com m on assum ption of 50k new  housing units underpins m arket

> im pact of increasing interest rates is broadly m atched by less severe unem ploym ent/G D P

assum ptions

perm anenttsb
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IFS R A  S tress Test

2006/2008

M ovem ent in P & L A ccount

U nder D ifferent S cenarios

B aseline S hock 1 

S hock 2

2006 2007 2008 

2006 2007 

2008 2006 

2007 

2008

C m  

C m

€m  €m  €m  

€ni

€m €m 
 €m 


B ank's original projected profit 176.9 

232,2 293,0 176,9 232,2 

293,0 176,9
 

232
.2
 293
.0


before tax

R educed N II 

0,0 

-1,5 -7,0 -9,7 -41.6 

-91,6 -9,7 

-42.9 

-94.9

R educed Fees &  C om m issions 

0,0 

0,0 '0,2 -0.3 -0,9 

-1,2 

-0,4 

-0,9 -0.6

M ovem ent in O perating C osls -0,0 

0,0 0,2 

0,0 

0,4 

0.7 0.0 

0.4 0.7

Increase in S pecific Bad D ebts 0,0 

0,0 0-5 -6.7 -19,2 

-19,3 -7,3 

-19,8 -18 6

N et M ovem ent 0,0 

-1,5 -6,5 -16.7 -61.4 

-111.3 -17,3 

-63.3 

-113,4

R estated profit before tax 177,0 

230.7 

286.4 

160.2 170.8 

181.6 159.6 

168.9 

179.5

perm anenttsb

iFS R A  S tress Test

2006/2008 

N ew  B usiness Im pact

Baseline

> lending volum es m arginally low er than B ank's projection

> resource balances unaffected

S ce n a rio 1

> 50,000 new  housing units provide a base to residential m aricet, particularly first tim e buyers

> R IP  and m over purchasers fall significantly

> overall new  residential m ortgage business at 70% , 54%  and 47%  of projections for 2006, 2007 and 2008

> com m ercial m ortgages sim ilarly im pacted

> c. 20%  reduction in consum er lending

> m odest increase (+10% ) in overdraft/credit card balances w ith sim ilar fall in current a/c balances

Scenario 2

> 50,000 new  housing units assum ption continues to provide a base to residential m arket

> increasing interest rate reduces volum es further from  S cenario 1 in first tim e buyers and m over

punjhaser segm ents

> com m ercial lending reduces further from  S cenario 1 level

> R etail lending not further im pacted

- increase in rales is m odest in context of rate charged

perm anenttsb

PTSB00572-003
   PTSB01B01 95



iFS R A  S tress Test

2006/2008 

C redit Q uality Im pact

B a se lin e

> no change from  B ank's projection

S ce n a rio 1

> non-perfonning cases (>3 m onths in arrears) increase by 3 tim es toe. €1.1bn

> Increase is concentrated in residential portfolio, w hich increases by 4,5 tim es to c. €955m

> im pact m odelled w ith reference to U K  experience in 1989/92, R ecent loans w ere m ore likely to default

than older loans. W here original 1989 LTV  @  95% , final loss (if it occun-ed) averaged 9.5%

> low er LTV  loans continue to have strong collateral. A ll loans issued prior to 2005 w ill m aintain an LTV  of

less than 100%

> overall provisions increase by c, 125%  to €35m  in each of 2006/7

S ce n a rio 2

> very sim ilar im pact to S cenario 1

> house price fall and unem ployed rem ain dom inant factors in custom er behaviour

> im pact of interest rate increase not hugely significant

- happens over 5 quarters and stabilises @  end 03 2007

- w ithin current custom er stress test levels

> econom ic perform ance stronger than S cenario 1

perm anenttsb

IFS R A  S tress Test

2006/2008 

Financial Im pact

P ro fits

> profit grow th severely im pacted, but profit rem ains above 2005 level in all scenarios

> no benefit taken for m anagem ent action on cost base

> negative im pact of scenarios m oderate, but continue into 2009/10

B a la n ce S h e e t

> asset grow th significantly reduced

> retained profits increase shareholder funds

> solvency ratio strengthens

F o re c a s t 2 0 0 8

B aseline S hock 1 S hock 2

€bn €bn 

C bn

R esidential M ortgages 33,1 24.0 23.4

C om m ercial M ortgages 2.8 1.6 

1.5

S olvency R atio 10.03%  12.94%  

13.23%

S u m m a ry

> Bank financials rem ain nabust throughout review  penod

pem ianent tsb
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Dr Liam O'Reilly 
Chief Executive 
Irish Financial Services Regulatory Authority 
PO Box 9138 
College Green 
DUBLIN 2 

19 December 2003 

Dear Dr. O'Reilly 

RE: Sensitivity Analysis Assuming a Hypothetical Scenario 

I refer to your letter of 1 0 November 2003. 

On foot of your letter, Senior Executives in the Bank have undertaken an analysis of 
each business area likely to be impacted in the hypothetical scenarios set out 
therein. 

The analysis, which we believe to be conservative, covered all of the Group's 
banking business in Ireland but did not extend to its Life Assurance business. 

The impact of the various scenarios on profitability is set out in the table below: 

Movement in Profit and Loss Account Under Different Scenarios 

Baseline Scenario 1 Scenario 2 
2004 2005 2004 2005 2004 2005 

€m €m €m €m €m €m 

Bank's original projected 121.1 158.4 121.1 158.4 121.1 158.4 
profit before tax 

Impact of different 
scenarios: 

Reduced net interest income (0.5) (2.7) (10.7) (40.1) (4.4) (16.8) 
Reduced fees and commissions (0.1) (0.2) (2.5) (6.5) (0.2) (0.5) 
Reduction in business acquisition costs 0.1 0.2 5.1 13.1 3.8 9.5 
Increase in specific bad debts 0.0 0.0 (0.4) (0.9) (0.3) (0.4) 
Reduction in general bad debt provisions 0.1 1.0 3.5 7.0 3.5 5.9 

Net movement (0.4) (1.7) (5.0) (27.4) 2.4 (2.3) 

Restated profit before tax 120.7 156.7 116.1 131.0 123.5 156.1 
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As you can see IFSRA's baseline scenario is only modestly more conservative than 
that adopted by the bank in the preparation of its own 3 year plan. Of the two 
scenarios tested, scenario 1 with its increased unemployment and falling house 
prices, has the greatest impact on bank profitability. However the reduction in 
profitability is modest in the context of the economic variables modelled. 

The following is a summary of the bank's conclusions having assessed the impact of 
the various scenarios on business volumes and credit: 

1. Impact on business volumes 

• ISFRA Baseline : 
New business lending volumes are marginally lower versus bank's own 3 
year plan and these have been factored into this scenario. Resource 
balances are unaffected. 

• Shock scenario 1 : 
The combination of falling house prices and an increasing unemployment 
rate impacts significantly on new business lending volumes. This is 
particularly noticeable in the residential mortgage market and reduces new 
business volumes to 81% and 65% of the bank's 2003 forecast for 2004 and 
2005 respectively. Smaller reductions have been factored into new business 
projections for most of the bank's other lending portfolios including 
commercial mortgages and consumer finance. 

In relation to resources, we have assumed that current account balances 
are below present projections. This view is based on the premise that, in an 
environment where unemployment is rising, individuals use existing 
resources to fund loan repayments and day-to-day expenses. There is a 
counter argument that in times of reduced economic activity the savings 
ratio increases; however, as the purpose of the exercise is to stress test the 
bank's financial position we have taken the more conservative view that 
balances fall. 

• Shock scenario 2 : 
Rising interest rates have some impact on borrowing levels in the residential 
mortgage market. However, the reduction in new business levels is unlikely 
to be as pronounced as in scenario 1 as house price increases and 
unemployment levels remain at the same levels as in the baseline. 

The impact on commercial mortgage activity is more significant while the 
term loan, overdraft and credit card portfolios are unlikely to be impacted to 
any great extent by interest rate increases of this magnitude. 

We have taken the view that, with rising interest rates, deposit offerings 
such as term and notice accounts become attractive due to the higher return 
available and we have factored in some growth in this area. 
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2. Impact on credit 

For the purposes of evaluating the impact of the different scenarios on bad 
debts, we analysed each of the bank's main portfolios as follows: 

);> Residential mortgages 
);> Commercial mortgages 
);> Term and other loans 

Current balance (€m) 

12,033 (83%) 
1,193 ( 8%) 
1,335 ( 9%) 

The residential mortgage portfolio includes residential investment loans (RIPs). 

• IFSRA baseline: 
There is no increase in bad debt experience under the baseline relative to 
the bank's original projections. 

• Shock scenario 1 : 
Having stress tested the individual loan portfolios the conclusion is that the 
bank would experience only modest increases in bad debt write-offs. These 
increases are concentrated in the term and other loan category. The 
principal reason for the low impact on the mortgage portfolios is that, when 
account is taken of current bonding arrangements, the maximum effective 
Loan to Value (LTV) ratio for loss assessment purposes is 75%. 

• Shock scenario 2 : 
The bank has estimated that only moderate increases in specific bad debts 
will be experienced and that these will be in the term and other loan 
portfolio. There will be no additional specific bad debts in the mortgage 
portfolios principally due to the maximum LTV point outlined in scenario 1 
above. In addition to this, the following factors give further cover in an 
environment where interest rates increase by a cumulative 2.25%: 

);> The bank's practice since August 2002 is to stress test all residential mortgages 
for a 2% increase in interest rates at the time of loan approval. 

);> House prices are assumed to increase in line with baseline. 
);> Overall wage levels have increased since the majority of loans in the portfolio 

were issued. 
);> The rate increase is gradual. 

No additional bad debts are anticipated in the commercial loan portfolio due to 
the maximum LTV of 75% at the date of issue. 

The general bad debt charge in the profit and loss account under all scenarios 
has been reduced reflecting the levels of new business volumes. 
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.. 

3. Other profit and loss account items 

Fees and commissions receivable have been reduced as appropriate to reflect 
lower business volumes. New business acquisition costs comprising 
intermediary costs and loan indemnity bond costs have similarly been reduced. 

With regard to the Bank's liquidity no undue strain is anticipated principally due 
to the fall off in new business volumes and the bank's existing committed credit 
facilities. 

Finally, while profitability is projected to be lower relative to the bank's own 3 
year plan, the bank's capital ratios would remain stable due to the reduction in 
risk weighted assets arising from lower new business levels. 

In conclusion, the results of the scenario analysis indicate that Irish Life & 
Permanent's banking division would remain profitable throughout. As mentioned 
earlier we have erred on the conservative side in estimating business volumes in 
order to respect the stress objectives of the scenarios. In addition we have made no 
allowance for any actions we would take in respect of costs other than those directly 
related to business acquisition. The projected balance sheet for each scenario shows 
that the bank's capital and liquidity ratios would remain strong. Accordingly, I believe 
that the analysis highlights the strong financial fundamentals in place within the 
Group's banking division. 

I trust that the above deals adequately with the issues raised in your letter but should 
you require anything further please do not hesitate to contact me. 

Yours sincerely 

David Went 
Group Chief Executive 
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From: Gannon, Gareth( Audit)


Sent: 09 June 2008 15:05


To: Scott, Karen


Subject: Internal Audit Liquidity Reviews


Attachments: Group Treasury - Liquidity Annual Review (19.12.07).doc; GT-  Liquidity reporting


requirements GFGT02 23.02.07.doc; GT - Liquidity Reporting Requirements - Follow Up


2007 27 04 07.doc; ptsb Finance liquidity reporting Spot Check Report 23 10 07.doc;


PTSBF -Liquidity Reporting  Follow up 23.01.08.doc; FW: Management of liquidity risk;


FINAL Report 16 04 08.doc; PTSB -Annual Liquidity Reporting Review 16.04.08.doc


Karen,


Please find attached the Internal Audit liquidity assignment reports for onward transmission to the Regulator for his


upcoming liquidity review within Group Treasury (as per FR information request).


Included above are:


(i) Audit Report (1) Review to review the controls in place to implement the new Financial Regulator


requirements for the Management of Liquidity Risk and the resulting reporting output prior to going live –


23/02/07


(ii) Spot check Report (1) Review to follow up on the points raised in the Group Treasury audit report Liquidity


Reporting Requirements issued on the 23/02/2007 – 27/04/07


(iii) Audit Report (2) 2007 Annual Review - The objective of the audit was to review and evaluate the


effectiveness of the internal control system employed by Management in managing liquidity risk, and


ensuring compliance with the qualitative and quantitative requirements as outlined by the Financial


Regulator. -19/12/07


(iv) Spot Check Report (2) Liquidity review within ptsbf – The objective of the review is to ensure that the


qualitative and quantitative requirements for the management of Liquidity Risk as set out by the Financial


Regulator are complied with. – High Findings 23/10/07


(v) Spot Check Report (3) Follow up to review of liquidity within ptsbf – 23/01/08


(vi) Spot Check Report (4) 2008 Review of Liquidity within ptsbf – High Findings – 16/04/08


(vii) Finally included above is an email from Paul Keogh to Dave Gantly outlining that the subsidiaries had been


looked at from a liquidity reporting perspective just after going live. – 15/03/07


Please do not hesitate in contacting me if you require any other information.


Gareth


Gareth Gannon


Head of Bank & Treasury Audit


Group Internal Audit


Irish Life & Permanent plc


Tel: +353 1 7042326


mail: gareth.gannon@irishlife.ie
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Group Internal Audit: Spot Check Report

Business Unit and 
Division:

Permanent tsb Finance Ltd 

Title: Liquidity Reporting Annual Review 

Report Date: 16/04/2008

Auditor: Stuart Heffernan - Risk Assurance & Audit Specialist

Manager: Gareth Gannon - Head of Bank & Group Treasury Audit 

Issued to: Gearoid O’Daly – Head of Operations ptsb Finance
Ronnie Woods – Financial Controller ptsb Finance  

Overall Findings High Findings 

Objective To perform the annual review of the liquidity reporting process within

Permanent tsb Finance so that it is compliant with the qualitative and

quantitative requirements as set out by the Financial Regulator’s document on

the managing of liquidity risk.

Test Description Through discussion with the client and review of the supporting

documentation: 
· Testing of cash flows and supporting data.
· Review the rational of assumptions and their underlying calculations.
· Review of liquidity management report and related reconciliations

performed by management.

Detailed Findings Internal Audit reviewed the Permanent tsb Finance Ltd liquidity report for the

month ended 29/02/2008. Assumptions and cash inflows / outflows were

reviewed to ensure they complied with the qualitative and quantitative

requirements as set out by the Financial Regulator. 

Permanent tsb Finance Ltd (ptsbf) make an assumption on stocking loan

facilitie s. The
assumption is based on the actual cash flows during the last 12 months prior to

the report date multiplied by the percentage increase in credit facilities

provided for the year. Internal Audit reviewed the cash flows for two dealers –

s

)  and noted the


following issues:

1. (i)  The stocking loan assumption is not based on current historical
data. The percentage increase applied to stocking loan cash flows

was not updated to reflect the increase in credit facility provided

for 2008. As a result the stocking loan cash flows per the February

month end liquidity report are based on a percentage increase in

credit facilities provided during 2007 (as apposed to 2008). 
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(ii) The assumptions document has not been updated to reflect the

increase in credit facilities provided for 2008 (with which the 2008

cash flows should be based on). The document also includes

statements which relate to prior years and are not applicable to

2008 cash flow reports. 

2. An inputting error was noted upon review of the liquidity supporting

documentation, the error relates to the percentage increase input into
the liquidity system which calculates the stocking loan cash flows.
This error appears to have occurred consistently throughout 2007. The

error is in the formula which applies the percentage increase in credit

facilities to cash flows. The actual incorrect increase in cash flows

applied t l dealers during 2007 was approximately

1%. This has occurred due to an increase of 37% in th  Dealer

credit facility being noted as 1.37% in the system, when it should be

noted as 137%. Similarly, th dealer credit facility of 11.55%

being noted as 1.1155%, when it should have been noted as 111.55%.
The inputting error described above was applicable to all dealer

cashflows and not limited t .

3. When reviewing the remaining dealer’s cashflows a third error was
noted. Due to an incorrect spreadsheet formula only four out of seven

dealer cash outflows were included in the ptsbf Liquidity report. This
error only occurred with the cash outflow. All dealer cash inflows are
included in the ptsbf Liquidity report.

Internal Audit recalculated the February 2008 cashflows, correcting the errors

noted in points one, two and three above, and compared them to the original

liquidity report to assess the impact of each error individually and collectively.

These calculations are set out in tables in appendix 1 and summarised below:

· The first table assesses the impact as a result of the input error noted in

point two above only (the incorrect application of credit facility

increases noted in the assumptions document). The cashflows included
in original Liquidity report is compared to cashflows based the accurate
increase in credit facility noted in the assumptions document. (For
ptsbf on an overall basis including stocking and all other business). It is
noted that all time bands are understated, (actual figures are included in

the tables in appendix 1) see table below:

Percentage cash flow understatement as a

result of correcting error two

0 to 8d 9d to 1m

Cash Inflow 15% 13%

Cash Outflow 10% 8%

Net cash movement 12% 5%

· The second table assesses the impact of the error noted in point three

above only (the omission of three of the dealership cash outflows). It
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was highlighted that the non inclusion of all dealership cash outflows

resulted in the total cash outflows being understated across all time

bands, (actual figures are included in the tables in appendix 1) see table

below:   

Percentage cash flow understatement as a

result of correcting error three

 0 to 8d 9d to 1m

Cash Inflow 

 

0% 0%

Cash Outflow 6.5% 5%

Net cash movement 34% 18%

· The third table assesses the impact when all errors (error one, two, and

three) are combined and appropriately corrected, i.e. all the cashflows

are increased to reflect appropriate credit facility increase, this increase

is applied correctly on the liquidity system, and the omitted cash

outflows are included. It is noted that all time bands are understated,

(actual figures are included in the tables in appendix 1), see table

below: 

Percentage cash flow understatement as a

result of  correcting  errors one, two & three

 0 to 8d 9d to 1m

Cash Inflow 

 

9% 8%

Cash Outflow 13% 10%

Net cash movement 28% 18%

  
The tables show the impact of each individual error and also the combined

effect of the errors. Internal audit have concluded that each individual error

when viewed individually, in terms of cashflows and the overall liquidity

ratios have a material effect on the ptsbf liquidity report. When all the errors

noted above are combined, the cashflows are materially understated. However,

as both the cash inflows and outflows are understated the overall liquidity ratio

is not materially misstated. The significant quantitative and qualitative errors

noted above have resulted in this spotcheck report being graded High.

Internal Audit also investigated to see if the reporting errors within ptsbf had a

material impact on the Group (excluding Irish Permanent (IOM) Limited)

Liquidity ratios reported to the Financial Regulator as at the 29/02/2008.

Internal Audit recalculated the Group Liquidity Ratios and compared them to

the Ratios that were submitted.

Group Liquidity Ratios      

 0 to 8d 9d to 1m 1m to 3m 3m to 6m 6m to 1y 1y to 2y

Recalculated 

 

349.53% 218.75% 111.47% 141.85% 136.46% 136.75%

Original  349.72% 218.85% 111.45% 141.84% 136.69% 136.60%

The use of incomplete ptsbf cash flow data has no material impact on the

Group Liquidity reporting ratios as at the 29/02/2008 and therefore the report
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does not have to be re-stated.

          
Management

comment

Ptsb Finance Management do not consider that the overall findings of this

Internal Audit spot check should be considered “High” due to the fact that “the

use of incomplete ptsbf cash flow data had no material impact on the Group

Liquidity reporting ratios as at the 29/02/2008” and that the “report does not

have to be re-stated”.

Agreed actions 1. The assumptions document will be updated to reflect the increase in
the credit facility provided during 2007 and any statements that relate

to prior years will be removed.

2. The stocking loan formula will be updated with the credit facility

percentage increase provided during 2007.

3. The procedures document for the process will be updated to specify

exactly how the percentage increase is to be inserted into the system. 

4. Management will undertake a review of all spreadsheets used within

the process to ensure all formulas are correct.

5. The assumptions document will be reviewed and updated on a

quarterly basis. Management will review the cash flow workings on a

monthly basis, and this review will be evidenced by sign off

Responsibility 

Action date

      1.- 5. Ronnie Woods

1. 14/04/08
2. 14/04/08
3. 14/04/08
4. 30/04/08
5. 30/06/08 and quarterly there after.
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Appendix 1: Tables showing impact of errors noted upon reviewing

ptsbf liquidity reporting as at 28/02/08.

Table 1. Recalculated cashflows are based on 100% of the (incorrect) credit facility

increase only (correction of error two noted above)
 0 to 8d 9d to 1m 1m to 3m 3m to 6m 6m to 1y 1y to 2y
Cash Inflows €’000 €’000 €’000 €’000 €’000 €’000
Original  45,516 103,662 278,798 320,210 675,734 496,041
Recalculated 52,523 117,240 314,594 356,061 751,154 500,031
difference 7,007 13,578 35,796 35,850 75,420 3,989
      
Cash Outflows €’000 €’000 €’000 €’000 €’000 €’000
Original  -56,349 -143,963 -161,165 -137,193 -384,283 -24,133
Recalculated -62,097 -155,411 -199,801 -169,921 -471,284 -29,390
Difference 5,748 11,448 38,635 32,728 87,002 5,257
      
Net cashflow      
Original  -10,833 -40,301 117,633 183,017 291,451 471,908
Recalculated -9,575 -38,171 114,794 186,140 279,870 470,640
difference -1,259 -2,131 2,840 -3,122 11,581 1,268
      
Ratio      
Original  81.00% 67.00% 131.00% 282.00% 241.00% 4297.0%
Recalculated 84.58% 71.06% 127.09% 249.00% 213.11% 3515.1%
      

Table 2. Recalculated cashflows includes the omitted cash outflows only (correction of

error three above)
 0 to 8d 9d to 1m 1m to 3m 3m to 6m 6m to 1y 1y to 2y
Cash Inflows €’000 €’000 €’000 €’000 €’000 €’000
Original  45,516 103,662 278,798 320,210 675,734 496,041
Recalculated 45,516 103,662 278,798 320,210 675,734 496,041
difference 0 0 0 0 0 0
      
Cash Outflows €’000 €’000 €’000 €’000 €’000 €’000
Original  -56,349 -143,963 -161,165 -137,193 -384,283 -24,133
Recalculated -60,005 -151,039 -179,042 -154,867 -427,137 -25,732
Difference -3,656 -7,077 -17,876 -17,674 -42,854 -1,599
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Net cashflow      
Original  -10,833 -40,301 117,633 183,017 291,451 471,908
Recalculated -14,489 -47,377 99,757 165,343 248,597 470,309
difference 3,656 7,076 17,876 17,674 42,854 1,599
      
Ratio      
Original  81.00% 67.00% 131.00% 282.00% 241.00% 4297.0%
Recalculated 75.85% 62.62% 115.73% 231.23% 205.78% 3683.6%
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Appendix 1 (Cont’d)

Table 3. Recalculated cashflows based on all errors (one, two, and three) being combined

and corrected (appropriate credit facility increase being assigned and applied on the

liquidity system,  inclusion of omitted cash outflows). 
 0 to 8d 9d to 1m 1m to 3m 3m to 6m 6m to 1y 1y to 2y
Cash Inflows €’000 €’000 €’000 €’000 €’000 €’000
Original  45,516 103,662 278,798 320,210 675,734 496,041
Recalculated 49,726 111,441 300,997 339,896 716,696 498,400
difference 4,210 7,779 22,199 19,686 40,962 2,359
      
Cash Outflows €’000 €’000 €’000 €’000 €’000 €’000
Original  -56,349 -143,963 -161,165 -137,193 -384,283 -24,133
Recalculated -63,580 -159,018 -200,699 -172,799 -480,205 -29,128
difference -7,231 -15,055 -39,534 -35,605 -95,923 -4,995
      
Net cashflow      
Original  -10,833 -40,301 117,633 183,017 291,451 471,908
Recalculated -13,854 -47,577 100,298 167,098 236,491 469,272
difference -3,021 -7,276 -17,335 -15,920 -54,960 -2,636
      
Ratio      
Original  81.00% 67.00% 131.00% 282.00% 241.00% 4297.0%
Recalculated 78.21% 64.46% 114.83% 219.19% 192.14% 3230.1%
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Theme: B5
Impact of the remuneration arrangements on 
banks’ risk management

LIne of InquIry: B5a
Adequacy of the incentive and remuneration 
arrangements to promote sound risk 
governance

109



Person Reference 2001 Person Reference 2005

Former Operations Director - Irish Permanent Finance 299,992.13 Former Chief Treasury Dealer - Group Treasury, IL&P 380,000.00

Former Managing Director - Irish Permanent Finance 263,423.67 Former Senior Manager - Group Treasury, IL&P 360,000.00

Former Chief Executive - Irish Permanent 71,422.77 Former Group Chief Executive, IL&P 299,000.00

Former Managing Director - Irish Permanent Finance 60,566.50 Former Group Finance Director, IL&P 240,000.00

Former Deputy Chief Executive - Irish Permanent 44,440.00 Former Head of Sales - ptsb Finance 194,909.20

Former General Manager Operations - Irish Permanent 40,783.99 Former Chief Executive - ptsb 150,009.89

Former Head of Sales - Irish Permanent Finance 40,408.71 Former Regional Manager South - ptsb Finance 150,000.41

Former Regional Manager South - Irish Permanent Finance 30,847.84 Former Group Financial Officer, IL&P 141,600.00

Former Regional Manager West - ptsb Finance 29,412.35 Former Regional Manager West - ptsb Finance 141,200.80

Former Director- Guinness and Mahon 25,394.76 Former Group Treasurer, IL&P 141,169.74

Person Reference 2002 Person Reference 2006

Former Group Chief Executive, IL&P 293,000.00 Former Group Chief Executive, IL&P 360,000.00

Former Group Finance Director, IL&P 157,650.00 Former Group Finance Director, IL&P 316,000.00

Former Chief Executive - ptsb 117,560.85 Former Chief Executive - ptsb 240,000.00

Former Group Head of HR & OD, IL&P 114,000.00 Former Group Compliance Officer, IL&P 198,674.20

Former Group Treasurer, IL&P 95,230.00 Former Group Financial Officer, IL&P 187,500.00

Former Chief Treasury Dealer - Group Treasury, IL&P 88,881.67 Former Group Head of HR & OD, IL&P 161,000.00

Former Head of Sales - ptsb Finance, IL&P 83,376.00 Former Group Acturary, IL&P 160,000.00

Former Group Acturary, IL&P 80,561.15 Former Group Treasurer, IL&P 159,055.00

Former Senior Manager - Group Treasury, IL&P 79,993.50 Former Group Chief Risk Officer, IL&P 130,003.36

Former Regional Manager South - ptsb Finance 70,713.00 Former Group Chief Information Officer, IL&P 130,000.00

Person Reference 2003 Person Reference 2007

Former Chief Treasury Dealer - Group Treasury, IL&P 225,000.00 Former Group Chief Executive, IL&P 480,000.00

Former Group Chief Executive, IL&P 223,390.00 Former Group Finance Director, IL&P 280,000.00

Former Senior Manager - Group Treasury, IL&P 200,000.00 Former Senior Manager - Group Treasury, IL&P 250,000.00

Former Group Finance Director, IL&P 173,650.00 Former Group Chief Executive, IL&P 209,000.00

Former Head of Sales - ptsb Finance 169,363.00 Former Group Financial Officer, IL&P 165,600.00

Former Chief Executive - ptsb 160,032.39 Former Group Treasurer, IL&P 159,000.00

Former Regional Manager South - ptsb Finance 123,597.00 Former General Manager - Intermediaries ptsb 150,878.00

Former Group Treasurer, IL&P 122,950.00 Former Chief Executive - ptsb 150,480.00

Former Group Financial Officer, IL&P 119,650.00 Former Liquidity Manager - Group Treasury, IL&P 150,000.00

Former Regional Manager West - ptsb Finance 112,933.00 Former Group Acturary, IL&P 132,000.00

Person Reference 2004 Person Reference 2008

Former Chief Treasury Dealer - Group Treasury, IL&P 350,000.00 Former Managing Director - ptsb Finance 2,234,177.00

Former Senior Manager - Group Treasury, IL&P 300,000.00 Former Head of Sales - ptsb Finance 1,055,701.50

Former Group Chief Executive, IL&P 277,800.00 Former Regional Manager South - ptsb Finance 791,750.60

Former Group Finance Director, IL&P 214,500.00 Former Regional Manager West - ptsb Finance 789,030.60

Former Head of ptsb Agri Finance 160,647.20 Former Group Finance Director, IL&P 776,364.26

Former Chief Executive - ptsb 156,909.86 Former Group Chief Executive, IL&P 617,660.00

Former Group Financial Officer, IL&P 133,179.00 Former Head of ptsb Agri Finance 540,426.80

Former Group Treasurer, IL&P 123,179.00 Former Senior Manager - Group Treasury, IL&P 275,000.00

Former Head of Corporate Deposits - Group Treasury, IL&P 112,500.00 Former Group Chief Financial Officer, IL&P 196,000.00

Former Group Head of HR & OD, IL&P 109,511.63 Former Group Treasurer, IL&P 180,000.00
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Group Chief Executive

Group Finance Director

Chief Executive - Irish Life

Group Chief Financial Officer

Chief Executive - Irish Life Investment Managers

Chief Executive - permanent tsb

Chief Executive - Irish Life Retail

Group Head of Human Resources

Group Treasurer

Chief Actuary

Group Chief Executive

Group Chief Financial Officer

Group Finance Director

Chief Executive - Irish Life Corporate Business

Chief Executive - Irish Life Retail

Chief Executive - Irish Life Investment Managers

Group Treasurer

Group Head of Human Resources

Chief Actuary

Chief Executive - Cornmarket

Group Chief Executive

Group Chief Financial Officer

Group Finance Director

Chief Executive - Irish Life Corporate Business

Chief Investment Officer - Irish Life Investment Managers

Chief Executive - Irish Life Retail

Chief Executive - permanent tsb

Chief Treasury Dealer

Chief Executive - Irish Life Investment Managers

Group Treasurer

Chief Executive - permanent tsb

Group Chief Executive

Chief Executive - Irish Life Retail

Group Treasurer

Chief Operating Officer - permanent tsb

Group Chief Financial Officer

Chief Investment Officer - Irish Life Investment Managers

Chief Executive - Irish Life Corporate Business

Group Finance Director

Head of Operations - Irish Life Retail

Chief Executive - permanent tsb

Group Chief Executive

Chief Investment Officer - Irish Life Investment Managers

Head of Active Fund Management - Irish Life Investment Managers

Managing Director - permanent tsb Finance

Chief Executive - Irish Life Corporate Business

Group Finance Director

Head of Operations - Irish Life Retail

Group Chief Financial Officer

Chief Executive - Irish Life Retail
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Theme: B6
Impact of the banks’ internal audit processes 
in supporting effective risk management

LIne of InquIry: B6a
effectiveness of internal audit oversight 
and communication of issues related to 
governance, property-related lending 
strategies and risks, and funding and liquidity 
risks
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IR ISH  L IFE &  PE R M A N E N T  PLC ("TH E C O M PA N Y ")

M IN U T E S O F A U D IT  C O M M IT T E E  M E E T IN G

H E L D  ON T H U R SD A Y  9 N O V E M B E R  2006 AT 9.30 a.m .

IN IR ISH  L IFE C E N T R E

P resent: 

B. B ym e (in the C hair)

F. Sheehan

E. H effem an

A pologies:

In A ttendance:

D. G ray

C . L ong (Secretary) 

P. Fitzpatrick

H. Flood

P. K eogh

B. M axw ell

D. M cC arthy

D. W ent

B. H annan (49-A ud-06)

J. Ferguson (50-A ud-06)

A. B oyne )

T. O 'R ourke ) K PM G

N . Fox )

B. M orrissey)

44-A ud-06 M inutes

T he m inutes ofthe A udit C om m ittee m eeting held on T uesday 29

A ugust 2006 w ere approved and signed.

45-A ud-06 M anagem ent U pdate on K PM G  G roup M em orandum  of

R ecom m endations and H alf-Y ear R eport

D avid M cC arthy review ed for the C om m ittee the previously circulated

recom m endations for the G roup from  K PM G  in respect of the current

and prior years w hich w ere contained w ithin their half year R eport.

T he current status and plans for the com pletion of each of the idenfified

recom m endafions, including the progress being m ade in 

Non IL
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47-A ud-06 

48-A ud-06 T reasury H alf-Y ear C redit R eview

Peter Fitzpatrick review ed the previously circulated m em orandum  on the

H alf-Y early Financial Institutions C redit R eport from  G roup Treasury.

The R eport outlined the country of origin, rating, credit lim its and

average usage on those lim its over the past six m onths for each

counterparty. The usage w as also analysed across shareholder and

poH cyholder risk.

It w as noted that the lim its are credit rating driven and com ply w ith

intem al and regulatory restrictions.

49-A ud-06 C om pliance R eport

B ill H annan attended for this item  and presented the previously

circulated Q uarterly C om pliance U pdate.
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Theme: C2
Role and effectiveness of the Policy appraisal 
regime before and during the crisis 
Pre Crisis phase

Line of inquiRy: C2c
The liquidity versus solvency debate 
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M IN U T E S  O F  A  M E E T IN G  O F

A  C O M M IT T E E  O F

T H E  B O A R D  O F  D IR E C T O R S

O F

IR IS H  LIFE &  P E R M A N E N T  P L C

("the C o m p an y")

H eld at Irish  Life C entre, Low er A bbey S treet, D ublin  1 on  Thursday 23 O ctober 2008 at 5.00p m .

P R E S E N T : G illian B ow ler In the C hair

D enis C asey D irector

1. T he chair w as taken by G illian B ow ler.

2. T he C hairm an rem inded the m eeting that at a m eeting of the B oard of D irectors held on 21 O ctober

2008, It had been agreed that the C om pany should participate in the C redit Institutions (F inancial

S upport) S chem e 2008, ("the S chem e") a draft copy o fth e S chem e having previously been circulated

to B oard m em bers. It w as noted that w hile the C om pany w as included in the list of Institutions covered

under the G overnm ent guarantee announcem ent m ade on 30 S eptem ber, form al participation in the

S chem e w ould require the execution of a guarantee acceptance deed by the C om pany, the details of

w hich had not been available at that m eeting. It w as also noted that the execution of this deed w ould be

required at short notice.

3. T he C hairm an also rem inded the m eeting that follow ing a com prehensive review  of the issues arising

for the C om pany from  the S chem e the B oard resolved to establish a C om m ittee ("the C om m ittee")

consisting of any three D irectors w ith a quorum  of tw o D irectors to do ail acts or things necessary or

desirable to be done In connection w ith the participation in or subsequent operation of the S chem e by

the C om pany and any of its subsidiaries. It w as noted that this m eeting w as a m eeting of that

C om m ittee. It w as also noted that in accordance w ith the A rticles of A ssociation of Irish Life &

P erm anent the m eeting w as quorate and the m eeting had been duly convened In accordance w ith the

requirem ents of Irish Life &  P erm anent's A rticles of A ssociation.

4. T he C hairm an explained to the m eeting that she had now  received from  the M inister for Finance tw o

copies of a G uarantee A cceptance D eed ("the D eed") w hich the C om pany m ust execute in order to join

the S chem e. T w o copies of a D eed for Irish P erm anent (lO M ) Lim ited w ere also received for execution

by that com pany.

5. T he C om m ittee M em bers considered the term s and conditions of the D eed and in particular the

C om m ittee M em bers' attention w as draw n to the follow ing:

· T he charge to the C om pany for participation in the S chem e w as set at 0.121 per cent per

annum  of the covered liabilities of the C om pany and any of Its subsidiaries that have the benefit

of the guarantee, and

· The requirem ent to subm it to the M inister w ithin 45 days a legal opinion in respect of the

C om pany's pow ers to enter into the deed and to exercise Its rights and perform  Its obligations

under the D eed.

6. A fter careful consideration and after taking into account the best interests of the C om pany IT  W A S

R E S O LV E D  T H A T  the D eed be and w as thereby approved and IT  W A S  FU R TH E R  R E S O LV E D  that

any director and the S ecretary of the C om pany each be and w ere thereby authorised to execute the

sam e on behalf of the C om pany.

PTSB00956-001
   PTSB01B02 116



7. A  draft of the M inutes of the m eeting w ere produced and approved and IT W A S  R E S O LV E D  that the

C hairm an be and w as thereby authorised to sign the sam e and the S ecretary be and w as thereby

authorised to certify a copy of these M inutes as being true and com plete to certify the resolutions

passed at this M eeting as rem aining in full force and effect and to deliver the sam e to the appropriate

party and sign such certificates thereto as m ight be required for the purposes of a legal opinion.

S ^-^h e re being no further business, the m eeting then concluded.

C hairm an

-·l .-.--.·T -T .

5. ine C om m itise M en-ibers considered tr
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IR ISH  L IF E &  P E R M A N E N T  P L C  ("T H E C O M P A N Y ")

M IN U T E S O F M E E T IN G  O F T H E B O A R D  O F D IR E C T O R S

H E L D  O N  FR ID A Y  19 SE PT E M B E R  2008 at 6.00 p.m .

IN  IR ISH  L IFE C E N T R E

P resent: G . B ow ler (in the C hair) R . K eenan

B. B ym e (by conference call) K . M cG ow an

D . C asey K , M urphy

P. Fitzpatrick L. O 'R eilly

D . G ray F. Sheehan

E. H effem an (by conference call)

99- IL P-08 T he C hairm an thanked D irectors for m aking them selves available at short

notice and explained that in the light of developm ents over the last few  days in

thefinancialm arkets it w as necessary  to update B oard m em bers on

developm ents and seek  their approval for proposed next steps. T he C hairm an

also w elcom ed L iam  O 'R eilly to his first m eeting of the B oard.

100- IL P-08 T he C hief E xecutive provided an outline of the im pact that the volatility in

financial m arkets w as having on the C om pany, and m arket participants

generally. H e then w ent on to outline details of the discussions held w ith the

Financial R egulator and representatives of the M inister for Finance over the

previous few  days and the position adopted to date in those discussions.

T he C hief E xecutive appraised the B oard of an approach w hich A nglo Irish

B ank had m ade proposing a m erger w ith the C om pany. A fter a full discussion

on the m atter the B oard unanim ously agreed that, in view  of the fiandam entally

different business m odels and risk profiles of the tw o businesses, this w as not

an option w hich should be progressed at this tim e.

T he C hief E xecutive then outlined proposals developed by m anagem ent to

initiate discussions w ith the E ducational B uilding Society ("E B S") on a

possible takeover of that entity by the C om pany.

Follow ing a w ide ranging discussion on the issues raised and possible ftiture

scenarios, w ith all B oard m em bers participating, the B oard authorised

m anagem ent to pursue the proposed discussion w ith the E B S  up to and

including a form al takeover offer.

101- IL P-08 T he next B oard m eeting w ill take place on T uesday 21 O ctober 2008 at 8.15

a.m . in Irish L ife C entre.

C hairm an

D ate
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From: Fitzpatrick, Peter


Sent: 22 November 2007 13:03


To: 'Burke Mary'; 'con.horan@ifsra.ie'


Subject: RE: Liquidity


Con & Mary,

I understand that Dave Gantly, our Treasurer, notified Wendy Molloy this morning of our €2billion drawing from the ECB


Tender. This repairs the shortfall in the 8 to 30 day Liquidity Requirement for the Group. As you know, we used the

Auburn 6 securitised assets for this mornings tender and I should acknowledge the tremendous support which we

received from your colleagues, especially Peter Sinnott, in helping to get the assets across the finishing line to be

included in the tender. Many thanks.


The level of pressure on Irish Institutions continues at a pace in both the Credit and Equity Markets. We are receiving

calls from major shareholders in the UK, USA and Canada saying that they have met/ talked with Bank of Ireland

following the posting of the Banks full year results. BOI is actively talking down the Irish story and ,to quote Schroders in

the UK, who met with BOI yesterday, the CEO said that “in quarter 1, the issue for all Irish banks was one of survival”. Bit

alarming for BOI, but to put us all in the same boat is creating massive negative sentiment. Of course, I am getting this

second hand, but it is too widespread to be inaccurate. One of our Canadian Holders said that she had been informed out

of London that we in IL&P are the next Northern Rock, so, once again, we are on red alert.


That brings me onto the London Market. The Governor remarked at our recent meeting that there was a marked pick up,

in his view, of negative sentiment about Ireland. We would agree with that and I think that I have found at least part of the

reason why that is manifesting itself in the Equity Markets. I spoke with Davy Stockbrokers this morning and asked the

direct question about Hedge fund activity since Davy’s have been leading the market in that respect for Irish stocks. They

say that the Hedge Fund managers are very active in shorting the Irish stocks, but had transferred all of their dealings into

the London market following some reforms/ changes in dealing rules there. Accordingly, Davys no longer have a line of

sight into the detailed transactions, but they do say that this is a deliberate action to stop the Irish market seeing what the

Hedge Fund strategy is at any point in time. It does explain why negative sentiment would be openly peddled around the

markets out of London. I have had a problem with Hedge Fund managers for quite some time since I have caught them

blatantly manipulating the newsflow regarding our own Group. In the current climate, they short the stock and then phone

around with a negative view about liquidity and a banks ability to fund its operations. Managers will sell off at lower prices

allowing short positions to be closed at a profit.Fact doesn’t matter, a rumour works remarkably well! There is no way in

which this can be stopped as long as fund managers are prepared to lend stocks into the market to provide the

wherewithal for the shorting. I have had the row with ILIM, but their answer is that clients insist on participation in stock

lending in order to improve returns. This is another accident waiting to happen in the markets and I have insisted that we

only lend to banks such as Citibank and take its credit risk rather to individual Hedge Funds.


Another reason for the stock prices going off is another round of margin calls in the remaining CFD market. I am told that

this is all done and dusted now and that a good number of previously wealthy folk have lost their shirts in CFD’s.


Hope you find this useful as a snapshot and thanks again for the help with Auburn 6.


Peter Fitzpatrick

Group Finance Director


From: Burke Mary [mailto:mary.burke@financialregulator.ie]

Sent: 20 November 2007 09:44

To: Fitzpatrick, Peter

Subject: FW: Liquidity


Peter


Thank you for the update. E-mail address as above.


Regards
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From: Fitzpatrick, Peter 
Sent: 17 September 2008 10:30 
To: Horan Con 
Subject: Retail Deposit Guarantees 

Con, I know that Denis raised the matter of seeking a higher level of Government guarantee 
on retail deposits. I want to add my voice to his. Whilst we are not seeing anything dramatic, 
there is a growing level of uneasiness amongst retail depositors of all banks, not just ours, 
which I believe is about to translate into larger deposits being broken into a larger number of 
smaller deposits to avail of the current €20,000 limits. My view is anecdotal at this stage and 
based on reports on what people are openly talking about in the workplace etc. 
I think that any increase in the guarantee would go a long way to restoring retail confidence 
right across the Irish market. 

Peter Fitzpatrick 
Group Finance Director 
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From: Gantly, Dave


Sent: 29 November 2007 09:41


To: 'wendy.molloy@financialregulator.ie'


Cc: Fitzpatrick, Peter; Kane, Paul; Scott, Karen


Subject: Contingency/Update


As indicated in earlier conversations the main potential threat,in the short term, to our liquidity would come from the non

rollover of our short term funding sources.The principal sources for us being USCP,ECP,Corporate Deposits, short term

private placements and interbank.

The interbank market is effectively closed as a greater than one month funding source.USCP has worked well and our

outstandings have been at highest levels for the year.In contrast ECP has fallen of the books as liabilities become

due.The Corporate Deposit book has remained sticky throughout this crisis.

In terms of managing our liquidity we are reviewing situation on an ongoing basis and maintaining daily contact with

customers and wholesale counterparties.The equity market rally of the last couple of days and the performance of Irish

Bank shares in particular is certainly helping confidence ,something thats been badly needed.In addition the repeated

statements from the Fed and the ECB should help the year end issue which has been proving stuborn.

With regard to your questions this morning  A Its our intention to tender at the LTRO on the 12 Dec and to review our

situation therafter.We may access the tender of the the 20th.As mentioned above we are reviewing corporate deposits on

an ongoing basis and working to rollover customers into the new year.Clearly we have a large exposure here,3.8 billion

but experience to date has been good.

On a seperate note we kicked off Fastnet 3 last week(internal securitisation of Irish mortgages) and are endevouring to

close this transaction by year end.Faced with current market conditions we felt that this was the most prudent action to

follow.I will keep you up to date with developments.

As I mentioned earlier I am travelling today but will be back in office mid-morning tomorrow .Should you require any

further information please call Paul Kane at 6702339.


regards David


David Gantly

Group Treasurer

Irish Life and Permanent PLC

Custom House,Plaza 4

IFSC

Dublin 1

01 2462402  mobile 0872526579  fax 01 8291043
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