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1. A note on the Irish Fiscal Advisory Council 2015 

recommendations and the decision by the Department not t o 

act upon two of these recommendations 

The Irish Fiscal Advisory Council (IFAC} published 'How is the Irish Fiscal Advisory Council 

Performing?' in June 2015 as part of an independent evaluation of the first years of the IFAC. 

The Terms of Reference for carrying out this evaluation of IFAC were to assess the performance of 

the Council with respect to its mandate and obligations under the Fiscal Responsibility Act 2012. 

Each element of the mandate was to be considered: 

• To assess the official forecasts 

• To assess whether the fiscal stance of Government is conductive to prudent economic and 

budgetary management, including by reference to the EU Stability and Growth Pact 

• To monitor and asses compliance with the Budgetary Rule 

• To endorse, as it considers appropriate, the official macroeconomic forecasts prepared by 

the Department of Finance in relation to each Budget and Stability Programme. 

The Terms of Reference also suggested that the evaluation make reference to the mission, goals and 

expected outputs set out in ' Irish Fiscal Advisory Council Strategic Plan 2014-2016' and to consider 

the analytical capacity of the Council given its mandate, its independence, its accountability and its 

visibility. In particular, the evaluation sought to consider the context that the Council operates in, 

the inputs and outputs available to the Council and the Council's impact in terms of credibility in 

providing independent and soundly based analysis and assessment and its playing an appropriate 

role in public and political debate and policy making. 

The authors were Lars Jonung, Chair, lain Begg and Michael G Tutty. 

The recommendations laid out in the report relate to the IFAC and not the Department of Finance, 

as was suggested at PAC on May 30th 2019. The published report can be accessed via the following 

link: 

https://www.fiscalcouncil.ie/wp-content/uploads/2012/0l/PeerReview Formatted 23062015.pdf 

We have informed IFAC of the PAC interest in this issue and they will advise the Committee 

accordingly, with any details required. 

2. Details of the two set of litigants in the cases taken in relation t o 

the liquidation of IBRC, to include a note on the cost of 

defending these cases. 

With regards the two sets of proceedings taken aga inst the Minister for Finance, these were taken by 
Mr David Hall and Mr Paddy McKillen (who as the Committee may be aware, is involved in separate 
proceedings with IBRC). 



In relation to the first set of proceedings taken by Mr Hall, the Chief State Solicitor's Office (CSSO) was 
served with a Plenary Summons, in December 2017, seeking declaratory reliefs against the Minister 
for Finance with regard to a number of matters pertaining to the conduct of the liquidation of IBRC, 
the terms and conditions of remuneration and expenses of the Special Liquidators, and their oversight 
by the Department. 

In the first set of proceedings initiated by Mr Hall, the Department of Finance issued a Notice for 
Particulars to enable it to finalise a Defence in October 2018. Despite the failure of Mr Hall to respond 
in a timely and comprehensive fashion, the Department filed a Defence in March 2019, but did so 
without prejudice to the Defendants' position that Mr Hall's case is inadequately pleaded. 

On 22 May 2019, the CSSO received a reply to the Defence and a Notice for Particulars, to which it 
responded on 27 June 2019. The CSSO also served a Notice for Further and Better Particulars on Mr 
Hall on that date. 

A second Plenary Summons relating to the same matter, from Mr McKillen, was served on the 
Department in October 2018. This second Plenary Summons is largely identical to that submitted by 
Mr Hall and both parties have the same legal representatives. The CSSO entered an Appearance 
relating to the second set of proceedings taken by Mr McKillen, and is currently awaiting the 
submission of a Statement of Claim in this set of proceedings. In the absence of a Statement of Cla im, 
the precise nature of the case being pleaded by Mr McKillen is not known. 

In both sets of proceedings the Minister is represented and advised by the Chief State Solicitor's Office 
and the Attorney General's Office. Their costs derive from their respective annual budgets in the 
ordinary course. The fees of counsel for the State, who are appointed by the AGO, are paid from the 
CSSO budget. I understand that the CSSO has not yet been billed for counse ls' fees and has not 
therefore yet discharged any such fees. As the Committee is aware, the ultimate liability for costs in 
legal proceedings is a matter to be determined following the conclusion of a case. 

3. A note on the advice of KPMG in relation to the IBRC liquidation, 

to include the terms of reference dates, details of any contact 

KPMG had prior to being appointed as liquidator in relation to 

the setting of the terms of reference or any other related 

matters. 

It is a combination of the provisions of the Acts of the Oireachtas referred to below that delineate 
the frame of reference for the role of the Special Liquidators. The Irish Bank Resolution 
Corporation Act 2013 (the " IBRC Act") provided for the winding up of IBRC in an orderly and 
efficient manner in the public interest. On 7 February 2013 the former Minister for Finance made 
an Order pursuant to Section 4 of the IBRC Act providing for the winding-up of IBRC under the 
provisions of the IBRC Act (the "Order''). Pursuant to the same Order, Mr Kieran Wallace and Mr 
Eamonn Richardson (the "Special Liquidators") of KPMG were appointed joint Special Liquidators 
of Irish Bank Resolution Corporation Limited (in Special Liquidation) with all of the duties and 
powers conferred upon them by the IBRC Act. In addition, the liqu idation of IBRC and the 
obligations of the Specia l Liquidators are subject to the provisions of the Companies Acts 1963-
2012 (the "Companies Acts" ), save for those provisions specifically modified by the IBRC Act. 



The drafting of the legislation for the IBRC Act was undertaken by officials in the Department of 
Finance in consultation with the Office of the Attorney General ("AGO") and external legal advisors 
to the Department at that time, Arthur Cox. 

As part of the preparatory work leading up to the Special Liquidation of IBRC, Kieran Wallace was 
consulted on a confidential basis as set out in the engagement letter dated 7 February 2013 
between the Department of Finance and KPMG. A copy of this letter was provided to the 
Committee on 19 January 2018 and sets out the services provided to the Department in relation 
to general restructuring advice and acting as Special Liquidator. 

4. A note on the decision of the Minister/Department not to follow 

the recommendation of the PAC to establ ish a committee of 

inspection in relation to the IBRC liquidation. 

The Committee of Public Accounts' Periodic Report November - December 20171 included a 
recommendation from the Committee that, " ... consideration is given to amending legislation to 
enable the establishment of a Committee of Inspection for the Special Liquidation of the IBRC." 

The Minister for Finance responded to that recommendation in full on 9 August 2018 setting out that 
the Department of Finance is firmly of the view that the allegations made in relation to the liquidation 
of IBRC are without foundation and the Special Liquidation of IBRC has been conducted in an entirely 
appropriate manner and in accordance with the provisions of the IBRC Act. It was further outlined that 
due to the on-going nature of the litigation that the Department was not in a position to, " ... elaborate 
on these issues and respond to suggestions that the oversight and transparency of the liquidation 
would be any way enhanced through the existence of a Committee of Inspection" . 

In an ordinary liquidation, the purpose of a Committee of Inspection is to allow creditors who 

have a financial interest in the liquidation oversight of the process. The IBRC Act specifically 

dis-applied provisions in the Companies Acts relating to Committees of Inspection. As you will 

be aware the unsecured creditors of IBRC at the date of the liquidation of the bank consisted 
of the State, who was by far the largest creditor, other unsecured creditors such as trade 

creditors etc. and subordinated creditors. In the liquidation of IBRC, the IBRC Act gives the 

Minister special powers in overseeing the liquidation of IBRC (in particular, the power to issue 

instructions and directions to the Special Liquidators). Furthermore, it is important to note 
that that the Special Liquidators have recently announced that all subordinated unsecured 

creditor claims and unsecured creditor interest claims outstanding will be paid in full. As such, 
it is the expectation that the only remaining creditors with a financial interest in the 

liquidation of IBRC will be the Minister for Finance as the sole shareholder of the entity. 

1 htt ps ://data. o i rea chtas. i e/ i e/ oi reachtas/ committee/ d a i 1/3 2/ committee_ of _pub Ii c _accounts/ re po rts/ 2018/20 
18-03-28_report-periodic-report-no-2-9-november-14-december-2017 _en. pdf 



5. A note on who in the Department can take the decision to stop 

defending a case/stay of litigation. 

It would be a decision for the Minister for Finance in consultation with the Office of the Attorney 
General to cease defending these proceedings. 

The Department notes the PAC's wish to avoid this matter continuing in litigation before the Courts. 
However as the Minister is a defendant in these proceedings, the Department must answer the cases 
brought by Mr Hall and Mr McKillen. Failure to defend these proceedings may result in the Mr Hall 
and Mr Mc Killen obtaining declaratory reliefs against the Minister with regard to a number of matters 
pertaining inter alia to the conduct of the liquidation of IBRC and the costs incurred by the Special 
Liquidators. 

Such an outcome would be entirely unacceptable where it is the position of the Minister that the 
Special Liquidation of IBRC has been conducted in an entirely appropriate manner and in accordance 
with the provisions of the IBRC Act. 

6. A note on the IBRC liquidation, to include details of the auditors 

of IBRC prior to liquidation, as well as a profile of what has 

happened in IBRC since the liquidation. 

Deloitte were the auditors of IBRC prior to its liquidation in February 2013. 

With regards to a note on the liquidation of IBRC to date, please find the key points summarised as 
follows: 

To date, loans with a par value of €21.7bn have been prepared, brought to the market and 
sold. To 6 February 2019 (the 6 year anniversary of the IBRC liquidation), the liquidation had 
generated €17.lbn of cash inflows. This has allowed for the payment of €16.1bn to IBRC's 
creditors and costs to date, which included the full repayment of the debt owed to NAMA. 
This has resulted in a current cash balance of c. €1.25bn. Among other assets, loans with a par 
value of €3.Sbn remain which the Special Liquidators continue to manage. These are loan 
assets which were not included in the original sales processes as they are connected to cases 
involved in litigation. 
The Special Liquidators have overseen many regulatory and statutory work-streams including 
the tracker redress project (substantially completed), the interest overcharging project (on
going) and a number of eDiscovery cases for the DPP and the IBRC Commission of Investigation 
(which have been fully complied with to date). 
In December 2016, the Special Liquidators began the payment of the first interim dividend of 
25% to all admitted unsecured creditors of IBRC. This was followed by a second dividend of 
25% in December 2017 and the final dividend of 50% which was announced in December 
2018. Therefore, all admitted unsecured creditors have received 100% of what they were 
owed at the date of the liquidation in February 2013. There remains c. 590 claims which are 
currently been adjudicated on. It is the expectation of the Special Liquidators that there will 
be further funds recoverable to the State following repayment of other creditors, including 

subordinated bondholders. 



There remains a number of key tasks left in the liquidation of IBRC including the on-going 
management of c.93 legal cases (from over 1,100 cases at the outset of the liquidation) to 
which IBRC (in Special Liquidation) remains party, the completion of the creditor adjudication 
process and the conclusion of the interest overcharging project. 
The recent settlement of a key legal case has allowed the Special Liquidators to revise their 
expected timeframe for the completion of the liquidation from end-2022 to end-2021 along 
with a corresponding reduction in estimated overall costs of €Sm from what was forecasted 
in 2018 (2018: €291m-€30Sm, 2019: €291-000m). 
The Special Liquidation related professional and legal fees (net of rebate) stood at €250m at 
the end of December 2018. This represents less than 1.5% of cash generated since the start 
of the liquidation. 

There are six progress update reports on the Special Liquidation of IBRC available on the Department 
of Finance website (https://www.gov.ie/en/collection/9d6c20-ibrc-progress-report-updates/), the 
most recent of which was published on 22 May 2019, and these reports give a more comprehensive 
analysis of what I have outlined above. These voluntary reports were initiated at the request of t he 
Minister in 2014 to provide additional transparency to the public and set out in detailed terms the 
progress and costs of the Special Liquidation on a regular basis. 

7. A note on the Exchequer borrowing requirement to refinance 

the commercial Irish Water loans. 

Irish Water Funding 

• Government funding for Irish Water, until the end of 2017, was through a variety of different 

channels including: 

o Vote of Department of Housing Planning and Local Government; 

o Loca l Government Fund; 

o Central Fund (capital contributions, working capital loans) 

o Ireland Strategic Investment Fund facility. 

• This gave rise to unnecessarily complex arrangements and administration. 

• With the decision to abolish domestic water charges and the implementation of refo rms 

recommended by the Joint Oireachtas Committee on the Future Funding of Domestic Water 

Services, Irish Water's current and capital requirements for domestic water services are now 

met through DHPLG Vote. 

• These changes were implemented on 1 January 2018. This ensures that domestic water 

services funded from general taxation will be transparent and Dail Eireann will have direct 

oversight. 

• Non-domestic water services will continue to be funded by non-domestic charges and 

borrowing. 



• Irish Water's commercial borrowings are to be replaced by a Central Fund facility, resulting in 

general government interest savings. Work is ongoing between DHPLG, DPER, NewERA, NTMA 

and DFIN to achieve this. There are no general government implications arising from this 

replacement which is expected to take this year. 

8. A note on the year-on year decrease in loans to the Housing 

Finance Agency between 2013 - 2017, to include details of any 

impact on the ability of the HFA to deliver new housing stock. 

Role and Performance of the Housing Finance Agency - 14 June 2019 
1. Year on Year decrease in loans to the HFA (Provided by HFA) 

HFA borrowing reduced in the period largely due to the planned redemption by local authorities of 
all water related loans amounting to €412m in 2015 - this has not impacted the HFAs capacity to 

lend for the development of social housing. 

New lending to LAs declined in the period from the high levels recorded in previous years due to 

restrictions on LA capacity to borrow as a result of fiscal constraints. 

This has gradually been replaced by new lending to Approved Housing Bodies for the development 
of social housing - loan approvals to this sector currently totals c. €1.5 billion. 

2. HFA's role in relation to delivery of new housing stock 

The HFA is a company under the aegis of the Minister for Housing, Planning and Local Government. 

The Agency's function is to advance loan finance to local authorities, the voluntary housing sector 
and Higher Education Institutions to be used by them for any purpose authorised by the Housing 
Acts and to borrow or raise funds for these purposes. The HFA is self-financing, adding a small 
margin onto its cost of funds to cover its administration costs, and does not receive any Exchequer 
subvention. 

The HFA is not directly involved in the provision of social housing. 

• In 2015 the HFA advanced €129m worth of loans, the majority of which (66%) went to LA 
mortgages and 29% to Approved Housing Bodies (AHB's). This represented a five-fold increase in 

AHB loan approvals. 

• Loan approvals more than doubled in 2016 to €260m, these loans were for building and buying 

1,740 homes. 

• In 2017 loan approvals rose again to €336m and loan advances increased to €171m from €126m 

in 2016. The loans advanced directly supported the delivery of 1,141 new homes - 573 by way of 

acquisition and 568 in newly built homes. 
• It appears loan approvals have grown consistently over the last number of years from €124m in 

2016 to €336m in 2017, a Compound Annual Growth Rate (CAGR) of 64.6%. 

The total outstanding loan book at end-December 2017 was €3 .7 billion . 



9. A note on any possible fines which can be levied against Ireland 

by the European Commission in relation to missed climate 

targets, to include details of the availability of carbon credits 

and their potential to offset fines. 

The 2020 EU Climate and Energy Package is binding legislation to ensure the EU meets its climate 

and energy targets for the year 2020 in relation to a 20% cut in greenhouse gas emissions and a 

20% share of energy from renewable sources. Latest projections indicate that Ireland will not 

meet the target and we will need to purchase additional emission credits to meet the projected 

shortfalls. The Dept. of Communications, Climate Action and Environment currently estimates 

that this would cost in the region of €6m to €13m depending on the price and final quantity of 
credits required. 

Ireland has a legally binding target of meeting 16% of our energy demand from renewable sources 

by 2020. Analysis by the Sustainable Energy Authority of Ireland (November 2017) projected that 

Ireland will achieve between 12.7% and 13.9% by 2020. Member States can meet their targets 

by purchasing credits from those Member States that over achieve on theirs. Although Ireland 

has not yet made any purchases, the Sustainable Energy Authority of Ireland estimates that 

purchases could cost the State between €65m and €130m for each 1% falling short of the 16% 

ta rget. As any purchases would be made over a number of years, the costs to the Exchequer of 

acquiring statistical transfers would be spread over a period of time, and the cumulative costs 

would not be known until 2021, the deadline for completion of all purchases. 

10. A note on the €14.5 million recovered from Aughinish 

Alumina, to include details of the deposit account in which it is 

being held and any fees or interest applicable 

Aughinish Alumina State Aid recovery 

The EU Commission Decisions of December 2005 and February 2007 found that heavy fuel excise relief 

granted to Aughinish Alumina Ltd was unlawful state aid and incompatible with the common market. 

Similar decisions were handed down in respect of companies in France and Italy. 

On foot of the 2005 Decision, the Department recovered from Aughinish Alumina Ltd €10,948,601 in 

respect of the period 2 February 2002 to 31 December 2003 and a further €3,607,986 in respect of 

the 2007 Decision for the period 1 Jan. 2004 to 31 October 2007. Accordingly, on foot of both 
decisions, Ireland recovered a total of €14,556,587 from Aughinish. Over time, these decisions have 

been subject to a series of appeals resulting in the return and recovery of the state aid on a number 

of occasions. 

A total of €15.lm (including interest) has been recovered from Aughinish in respect of the EU 

Commission Decisions of December 2005 and February 2007. The moneys had been held in the Sundry 



Moneys Account but were moved into an interest bearing account with Danske following comments 

raised by the C&AG. The moneys have been held on deposit in Danske Bank since July 2016. The 

interest rate had been set to zero with no maintenance fees applied. Officials from my department, 

however, have recently been made aware that as of the 1st April 2019, the account moved to negative 
interest. The resulting charge will be applied from the end of the second quarter. My officials are 

currently reviewing this situation with a view to examining alternative arrangements. 

In December 2017, the European Court rejected on all grounds the most recent appeal against the 

Commission decision of 2005. As a consequence the finding of the General Court stands and the 

exemption for mineral oils constitutes State aid. There are no further grounds for appeal. 

Following the judgement in respect of the 2005 decision, the General Court invited the parties to 

submit observations as to the consequences of the Court order for the 2007 decision. Despite the 

cases being very similar, the difference being the time period covered rather than any substantive 

legal issues, Counsel for the State was of the view that not all of the pleas in respect of the 2007 case 

have been dealt with by the 2005 judgement. Accordingly, the Court has been asked to examine two 
outstanding pleas. This hearing took place on 2nd April 2019 and judgement is awaited. 

11. A note on the internal scoping exercise being carried out 

by the Department, to include details of the start and 

completion dates 

Introduction 

The Office of the Comptroller and Auditor General {C&AG) published a Special Report on Ireland's 

Transactions with the EU in 2017, on 27th February 2019. The report provides a comprehensive 

overview of a range of transactions {contributions, receipts, corrections) and assurance procedures. 

The Special Report notes the Department of Finance's specific role as .. 'represent(ing) Ireland's 

interest in the EU budgetary process and EU policy formulation. It also manages Ireland's contributions 

to the EU ... ' 

The Report's only recommendation is that 'there should be annual reporting, on a consolidated basis, 

of all contributions and receipts from the EU. This reporting should include long-term commitments, 

disallowances and fines. Performance metrics should also be included. Such consolidated annual 

reporting would obviate the need for the current composite reporting of EU funding to the agriculture 

and fisheries sectors.' 

I responded to the C&AG that reporting on a consolidated basis of all contributions and receipts from 

the EU would be a significant undertaking, and that while the Department are unclear about the added 

value of such reporting, given what is already reported on contributions through Budgetary Statistics, 

the Finance Accounts and the Budget, that I remained 'open to further discussion on this.' 

Scoping Exercise Details 

Relevant senior Departmental officials have been asked to commence a scoping exercise into what 

would be required to carry out this recommendation . 



Staff from the EU and International Division and Corporate Affairs have been charged with carrying 

out an internal scoping exercise over the summer period, with a view to having a document completed 

in early September 2019. Following this, external stakeholders, such as the Department of Agriculture 
and other agencies, will be contacted as part of the exercise. Thereafter, based on the outcome of 

these engagements, the Department will engage further with the Office of the C&AG to progress their 
request for annual reporting towards the end of the year. 

It should be noted that the C&AG provided clarification at the PAC on 301
h May 2019 when he stated 

that the Office of the C&AG requires a report rather than consolidated accounts stating ... ' it (the 

recommendation, sic} was for a report. The value of a report over a set of accounts is that one can 

look at a longer time period. The sums involved and the complexity are so great that something like 

the debt report is what I had in mind, or the special report we produced. Repeating that on an annual 

basis, or something like it, could be useful. ' 



12. A breakdown of the staffing costs and grades within the 

Department. 

Paid & unpaid staff by grade from Dec-15 to Dec-18 

Dec-15 Dec-16 Dec-17 Dec-18 

Secretary General 1.00 1.00 1.00 1.00 

1 
Second Secretary 1.00 1.00 0.00 I 0.00 

I 
i Asst. Sec 7.00 6.00 6.00 I 6.00 I 

I:: I 

23.80 25.70 23.70 27.90 

57.40 SA.40 67.60 73.20 

AO 56.00 65.00 77.00 70.60 

HEO I 24.83 II 25.83 
I 21.73 24.63 

EO/SO 
I 

29.50 
II 

31.50 I 30.80 38.20 

co 52.87 49.87 52.30 50.60 

Service Staff 18.00 18.00 19.00 18.00 

Other* 4.00 2.00 2.00 2.00 

Sub Total 275.40 290.30 301.13 312.13 

Unpaid Staff* 44.00 44.00 40.00 33.00 

Grand Total 319.40 334.30 341.13 345.13 
I 

*Includes staff seconded into the Deportment, staff serving outside the Deportment and staff on unpaid 
leave 



The following Table shows the Budget Allocation and Outturn for the Department of Finance from 2015 

- 2018 and the Budget Allocation for 2019. 

Budget Allocation Outturn 

Year € Year € 

2015 18,432,000 2015 17,456,082 

2016 18,500,000 2016 16,627,095 

2017 18,000,000 2017 17,409,670 

2018 18,671,000 2018 18,108,809 

2019 19,044,000 

With respect to the surrender of €562,191 of savings on the 2018 paybill, by example my Department 

requested, in December 2017, from PAS 35 Administrative Officers (AOs} to be available to assign to my 

Department during 2018. In April 2018 the first of these AOs were assigned but by Sept. 2018 the AO 

panel in PAS had expired. My Department had received 16 AOs prior to the expiry of the panel leaving a 

shortfall of 19 AOs. 

The 2019 Paybill estimate was based on a headcount of 330 staff. The average number of staff during 
2018 was 314 by comparison. Efforts to address the supply side of staff resourcing are ongoing with PAS 

and the Department of Public Expenditure & Reform. 

Attrition and Turnover 

The following Tables show the Attrition and Turnover % rates for the Department of Finance for the years 

2015 - 2018. Also shown is a breakdown of the rates by Grade. 

Attrition: 
The number of staff who have left the Department/Civil Service within the period e.g. retirements and 

resignations. 

Jan-Dec. 2018 Jan-Dec. 2017 Jan-Dec. 2016 Jan-Dec. 2015 

4.3% 6.2% 4.1% 5.4% 



Attrition by Grade: 

A0-6 C0-8 CO- 7 AO- 5 

CO- 5 A0-5 AP - 2 AP - 3 

EO - 1 AP-4 A/Sec - 1 CO- 3 

AP-1 E0-4 P0-1 P0-1 

SV0-1 Second Sec - 1 A0-1 E0-1 

P0-1 SV0-1 SO- 1 

SV0-1 SV0-1 

Total -14 Total - 24 Total -13 Total -15 

Turnover: 
The number of staff who have moved from I left the Department within the period (it includes 
retirements and resignations). 

Period Jan-Dec. 2018 Jan-Dec. 2017 Jan-Dec. 2016 
I 

Turnover Rate 
I 

Turnover by Grade: 

AO- 25 

C0-12 

AP-8 

EO -5 

HEO- 2 

PO- 2 

SV0-1 

Total -55 

17.5% 21.0% 14.1% 

A0-19 AO- 20 

AP-14 C0-12 

co -12 AP - 8 

EO- 8 HEO- 3 

HEO- 5 EO- 2 

PO- 3 A/Sec - 1 

Second Sec - 1 P0-1 

A/ Sec - 1 SV0-1 

so -1 

Total - 64 Total-48 

Jan-Dec. 2015 

25.6% 

CO- 27 

A0-16 

AP -10 

SO- 6 

HEO- 3 

EO- 3 

PO- 2 

SV0-2 

A/Sec - 1 

Total - 70 



13. A note on the public interest directors as appointed to 

various banking bodies by the Minister, to include clarification of 

the role, structures, recent appointments and when any 

outstanding appointments are due to be completed. 

The Programme for Partnership Government included a commitment to cease the appointment of 

new Public Interest Directors (PIDS) in the banks and reform the process by which State nominees are 

appointed to the board of the banks into the future. The last of the PIDs retired at the end of 2017 -

see table below 

Bank 

Allied Irish Banks 

Michael Somers* 

Dick Spring 

Declan Collier 

Bank of Ireland 

Tom Considine 

Joe Walsh** 

Permanent TSB 

Margaret Hayes 

Ray McSharry 

Appointed 

Jan 2010 

Jan 2009 

Jan 2009 

Jan 2009 

Jan 2009 

Dec 2008 

Dec 2008 

Resignation/cessation 

Dec 2017 

Dec 2014 

Jun 2012 

Dec 2017 

Nov 2014 

May 2013 

May 2013 

* Dr Michael Somers was a Government Nominee (not a Public Interest Director) appointed to 

the AIB board on 14 January 2010 under the terms of the NPRFC s Preference Share investment 

of €3.Sbn in AIB of May 2009. He was subsequently appointed on two more occasions. 

**Joe Walsh ceased to be a director following his death in November 2014 

• Appointments are now being made on foot of the Minister's rights as shareholder in each of 

the banks and not using the powers contained in the Credit Institutions Financial Support 

(CIFS) Act as was the case with Public Interest Directors. Pursuant to these rights the Minister 

can appoint up to two directors to the boards of both AIB and PTSB and one director to the 

board of Bank of Ireland. 

• The process to se lect these appointees began in 2018. The roles were publicly advertised and 

candidates were assessed and nominated through a comprehensive and transparent open 

competition run by the Public Appointments Service (PAS) and the Department of Finance. An 

assessment panel made up of a majority of independent members with significant industry 



expertise reviewed, assessed and interviewed applicants and then compiled a list of suitable 

applicants following which the Minister for Finance selected his preferred candidates. 

Following this the preferred candidates were then required to successfully complete the ECBs 

Fitness and Probity assessment which is itself a lengthy process. 

• It is important to note that any new appointment procedure for bank directors needs to have 

due regard to the distinct differences which exist relative to appointments to State boards. 

These include the requirements of the Central Bank/SSM Fitness and Probity Regime and the 

requirement to have a broad set of expertise relevant to la rge regulated entities in an ever 

more complex regulatory environment. 

• Two new Directors have been appointed to the board of AIB through this process (Ann O'Brien 

and Raj Singh) with the processes for Bank of Ireland and PTSB still ongoing. Further 

announcements will be made in the months ahead once these processes are complete. 

14. A note on the surge in Corporation Tax receipts in recent 

years and the development of GNI*, to include the effect of 

multinational activity on Ireland's EU Contributions 

Corporation tax developments 

The Department has repeatedly noted the inherent risk to the public finances of the recent surges in 

Corporation Tax (hereafter CT), particularly in 2015 and 2018. As successively noted in the 

Department's fiscal risk assessments the volatility and unpredictability of Irish CT revenues can be 

partially accounted for by the concentration of receipts among a smal l number of firms. This feature 

of our CT tax base is widely recognised by commentators, including the Irish Fiscal Advisory Council, 

as creating a greater exposure to firm or sector-specific, idiosyncratic developments, which in turn is 

manifest through this specific direct tax channel. Furthermore, given the increased interest in this 

area, Revenue has published a new series of yearly reports on Corporation Tax receipts2, including 

most recently in May of this year3. 

1. 2015 Performance 

• The original target for CT in 2015 was €4.6 billion. 
• The end-2015 outturn for 2015 was €6.9 billion, finishing the year €2.3 bill ion (50.2 per cent) 

up on profile and representing a year-on-year increase of €2.3 billion (48.9 per cent). 

• This level shift was relatively broad based. At the time the Revenue Commissioners advised 
that around sixty per cent was from a small number of large multinational companies and was 
primarily attributable to improved trading conditions. However, there were other reasons 

2 https ://www. revenue. i e/ en/ co rpo rate/information-a bout-revenue/ research/ research-reports/ corporation
tax-a nd-i n te rnatio na I. aspx. 
3 https ://www. revenue. i e/ en/ corporate/ do cum en ts/ research/ ct-an a lysis-2019. pdf 



albeit to a lesser extent, such as positive currency effects and some timing factors. Overall, 
'more companies are paying tax and average payments are higher.'4 

• On foot of this performance the then Minister for Finance appointed an independent expert, 
Mr. Seamus Coffey, to undertake a review of the Irish corporation tax code and to examine 
the 2015 strong performance of corporation tax receipts. 

• His report5 found that 'the level-shift increase in Corporation Tax receipts seen in 2015 can be 
expected to be "sustainable over the medium term to 2020". 

2. 2016 & 2017 Performance 

• CT in 2016 finished the year ahead of profile by €0.7 billion (11.1 per cent) ahead of target 
and up in annual terms by €0.5 billion (7.0 per cent). 

• CT in 2017 finished the year ahead of profile by €0.5 billion (6.3 per cent) and up in annual 
terms by €0.9 billion (11.6%) 

• According to Revenue, information from Corporation Tax returns indicates that the main 
drivers behind the increase in tax liabilities in 2017 (over 2016) are not significant increases in 
trading profits but are instead mainly due to reduced claims in respect of R&D tax credits and 
reduced deductions by companies. 

3. 2018 Performance 

• The original, October 2017 (as part of Budget 2018), target for CT in 2018 was for €8.5 bill ion. 
• This was revised upwards by €1.1 billion in October 2018 (as part of Budget 2019) with €0.4 

billion of this expected to re-enter the base or reoccur. The revised target for CT then 
amounted to €9.6 billion. 

• By end-2018 the outturn came to €10.4 billion 
o €1.9 billion (22%) over-performance vs original Budget 2018 Target; or 
o €0.8 billion over-performance vs revised Budget 2019 Target. 

• Revenue has advised that, while returns for 2018 are not yet filed, the information available 
from a small number of large companies suggests that it is likely that increases in trading 
profits 
are responsible for increased tax payments in 2018. 

• As well as certain one-off factors (including the implementation of IFRS 15 accounting 
standards by certain firms). Other factors include the continuing rise in the number of new CT 
tax payers. 

• Following consultation with the Revenue Commissioners the Department subsequently added 
€0.5 billion of the €0.8 billion over-performance relative to the Budget 2019 target to the 2019 
CT base. i.e. €9.48 bn + €0.Sbn = €9.98 billion - revised 2019 CT target which passes through 
over forecast horizon. 

Finally, it should be noted that the Minister for Finance has commissioned a paper to highlight some 

of these in-built vulnerabilities and to quantify where possible, the impact of such a shock. Potentia l 

solutions to this are presented in order to prompt a policy discussion around how best to mitigate 

against this emerging over-reliance. It is the Minister's intention to give consideration to these - and 

possibly other suggestions - with a view to making recommendations to Government in the autumn. 

4 https ://www. revenue. i e/ga/ corporate/ d ocu me nts/resea rch/ corpo ration-tax-receipts-2014-2015. odf 
5 https://assets.gov. ie/7255/b 275ad7f087 4433b9d6d0c54c8f84 764. pdf 



EU Budget Contributions 

The Department forwarded, as part of its reply to the PAC 2018, a copy of the published document 

titled GDP and Modified GNI Explanatory Note May 2018. Link below to the document: 

https://www.gov.ie/en/publication/498058-gd p-and-modified-q ni-explanatory-note-may-2018/ 

In relation to the impact of multinational activity on Ireland's EU contributions, it is worth recalling 
that Member State contributions to the EU Budget are calculated by the EU Commission in line with 
the provisions outlined in the Own Resource Decision (ORD) Regulation (2014/335) . This Decision lays 
down the three main sources of EU revenue, or 'Own Resources': 

• Customs duties in respect of trade with non-member countries and levies on sugar production 
within the Union. These are collectively known as "Traditional Own Resources" (TOR). 

• VAT: the VAT own resource is ca lculated on the basis of a notional harmonised rate. 
• Gross National Income (GNl)-based contributions: the amount due is calculated by taking the 

same proportion of each Member State's GNI. The GNl-based resource is the Budget
balancing item; it covers the difference between total expenditure in the Budget and the 
revenue from the other resources, subject to the overall Own Resources ceiling. 

Ireland is legally obliged to make GNI payments to the EU budget based on Ireland's share of overall 
EU GNI. 

During the period 2015 - 2018 our EU Budget contribution increased from €1,952 bn to €2,519 bn, 
taking account ~these factors. 

It is worth recalling that GNI*, or Modified GNI, was developed by the Central Statistics Office (CSO) 
as a supplementary method for measuring and analysing Irish domestic economic activity by 
stripping out the impact of globalisation activities. It is important to stress that, from a legal 
perspective, the CSO is compelled to produce existing macroeconomic statistics (GDP, GNI, etc.) in 
accordance with internationally-agreed methodologies. 

As referenced in a series of recent PQs replies [see 15091/19 and 13299/19] on this matter, to 
accurately estimate the application of GNI* for Ireland's EU Budget contributions would require 
making the same technical adjustments to the GNls of each of the remaining EU-27 Member States. 
Such data is not available for all other Member States. However, if the GNI of the other EU Member 
States is applied (as a proxy for GNI*), then we estimate that Ireland' s contribution in 2017 (the year 
of the CAG report), would have been approximately €260m less. Although, this does not allow for 
the impact of the annual balances exercise. 



15. Any Departmental papers on the projected changes to 

Ireland's EU Contributions and Money Received in the event of 

Brexit. 

Brexit negotiations are currently on-going. These negotiations could have significant implications for 
Ireland on a range of issues, including our contributions to the EU budget. While in principle the 
Department is open to sharing our analysis with the Committee, I am also mindful of sensitive 
information getting into the public domain at this time. If this were to happen, it could potentially 
undermine Ireland's overa ll negotiation position over the coming period which promises to be a 
particularly sensitive phase for negotiations. 

As such, I commit to making our analysis available once the Brexit process has come to a conclusion. 

16. A note on An Post National Lottery Company entering 

voluntary liquidation, to include details of the winding up 

process, the transfer of unclaimed prizes and any difficulties 

encountered at the end of the process. 

The An Post National Lottery Company (APNLC) was established under the Companies Acts in 
September 1986 to operate the National Lottery under licence from the Minister for Finance. In 
November 2014 APNLC's licence to operate the National Lottery concluded, and a new operator 

was appointed. 

APNLC has not traded since that time, and the purpose for which it was established is spent. 
Consequently An Post wrote to the Department in December 2015 to propose that the company 

be wound up as a Members Voluntary Liquidation (MVL). 

The Board of APNLC appointed a liquidator on 26 October 2016, who is currently in the process of 
realising the assets and liabilities of APNLC, and will arrange for a return, including a final 
distribution statement. Once all arrangements are in place to finalise the liquidation, the Minister 
will make an order under S.30 (1) of the 2013 National Lottery Act providing for the wind up of 
APNLC. Once the Minister makes this order, the liquidator wil l then be in a position to finalise the 

MVL and file the necessary return to the Companies Registration Office. 

The Minister will then direct the National Lottery Regulator to prepare the final accounts of APNLC 

as per S.30 (4) of the 2013 Act. 

In advance of the liquidation process commencing, APNLC determined that the only assets the 
company had was cash on hand, some outstanding debts, books and records. It has been agreed 
that any final surplus arising should be made available to the Exchequer. 



At the last Annual Meeting held in November 2018, the liquidator outlined a number of 
outstanding issues he was working to bring to a conclusion, namely: 

• Final arrangements regarding a number of debtors and creditors which the liquidator and 
APNLC are working to conclude. 

• Arrangements to provide for storage of company records. 

There is also a relevant Labour Relations Court proposal from August 2013 involving the An Post 
Pension Scheme, and the Minister has agreed that the cost of this proposal may be met as a staff 
transaction liability from the wind down of the assets of the APNLC. 

The transfer of expired unclaimed prizes does not impact the liquidation process. Moneys that were 
already deemed as expired unclaimed prizes before the new licence with Premier Lotteries Ireland 
(PLJ) commenced in November 2014 are currently held in the National Lottery Fund. This Fund is 
managed and controlled by the National Lottery Regulator. While PLJ have sought these expired 
unclaimed prizes to supplement lottery prizes, the Department considers that the proper and legal 
course is that these moneys should be returned to the Exchequer, in support of the subvention of 
Good Causes, and my Department has written to the National Lottery Regulator accordingly. The 
Regulator has sought some additional information from the Department, which has recently been 
provided, and the Department currently awaits the Regulator's response. 




