
 
 

Joint Committee on Finance, Public Expenditure and Reform, and 

Taoiseach - Thursday, 18th October 2018 

 

ISME thanks the Committee for their invitation to address the issue of debt transfer to so-

called vulture funds. 

I was to have been accompanied here today by a member company which is going through a 

debt restructuring, but it was made very clear to them that the offer being negotiated 

currently would not be honoured if the company appeared before you. 

ISME members are not ignorant of the fact that some borrowers are unable to repay their 

debts, and that lenders must have recourse to debt resolution mechanisms. We are also 

aware that many of the funds to which SME debt is sold are willing to come to negotiated 

settlement arrangements with borrowers. 

What is incomprehensible to many SMEs, however, is that these banks seem incapable of 

coming to what are, in many cases, quite straight forward arrangements without having 

recourse to selling debt to third parties.  

The debt sales are cost additive in terms of professional and legal fees. They are also highly 

complex, and impose on borrowers a stress and workload they would never normally 

encounter as part of their normal business lending. This, on top of the fact that debt sales are 

normally confined to distressed borrowers, places a huge strain on the customer. 

These sales typically take place at a substantial discount to the book value of the debt. One 

wonders why those taking the business decision to sell that debt cannot come to an 

agreement with their customers at, or close to, the written down value at which they are 

selling that debt. 

We know of one member company which was recently informed that their overdraft of some 

€20,000 had been sold by a pillar bank to a fund. 

The most common complaints about the sale of debt to funds concern the unreasonable 

exercise of personal guarantees. We understand that lenders need some degree of security 

for the funds they extend, and personal guarantees can form part of that. However, personal 

guarantees are never extended by borrowers on the basis that the can be suddenly or 

peremptorily exercised. Borrowers view them as a last resort, not something to be used to 

exert heavy, short-term leverage. Some institutions maintain personal guarantees after the 

debt raised against them have been discharged. This is immoral.  

Settlement agreements also typically involve confidentiality and gagging clauses. 

Below are provided the testimonies of two ISME companies involved in debt sale and 

restructure, one of which is promised some debt forgiveness, the other of which has repaid 

100% of its debts sold. 



 
 

Company ‘A’ 

We bought a bar in the mid-west in the 1990’s. Trading was good in the first ten years, and 

we had a full food offering and some B&B, as well as the bar. 

Things got difficult for us in the down-turn, there was less food sold on the premises, and less 

demand for accommodation. Hotels run by receivers charged rates close to those charged in 

our B&B. 

We were the victim of theft of a substantial sum by a member of staff. We had to cut back on 

kitchen staff, and I worked in the kitchen myself. I was unable to run the bar on a seven-day 

basis and cook as well. I cooked evening meals for some of my regular lodgers. 

We had to borrow money for working capital. We got €100,000 from Ulster Bank on an 

interest-only basis. I was asked for a personal guarantee. I gave a guarantee against my family 

house in Co Kerry, which was left to me by my late father. 

During this period, we made an under-payment of VAT, which we are making good with the 

Revenue on monthly repayment. Our company borrowings increased, and now total just over 

€300,000. 

It was always my intention to leave the bar and B&B to my family as a going concern, as one 

of my children still runs the premises, living above the shop and letting out the spare rooms. 

In June 2018 we were informed by Ulster Bank that they had appointed a receiver to the 

premises. The first receiver appointed was (NAMED RECEIVER) in Dublin, followed by another 

receiver appointed locally in the mid-west. They advised us that our debt had been sold to 

(NAMED FUND). 

We have been offered a settlement of €250,000 by (NAMED FUND) on a take-it-or-leave it 

basis; but this is conditional on immediate sale of our family home in Kerry. It was also made 

clear that my appearance at this Committee would result in withdrawal of the offer. We know 

that, with some forbearance, we could turn the business around as a going concern, reopen 

the food business, and repay some or all of the business debts. But the receivership offer 

requires us to sell the family home, forcing me back into the bar, and removing another room 

from the B&B trade. 

I realise I gave a personal guarantee on my home to Ulster Bank in exchange for working 

capital. And I also realise that some debt write-down has been made available to us. But it 

comes at a steep price with the disposal of our family home. 

 

Company ‘B’ 

My company has been involved in property investment and management since 1973. Early 

funding was from Royal Trust Bank, which closed; next was Trustee Savings Bank which exited 

commercial lending, and loans transferred to Hill Samuel which also closed and loans were 



 
 

transferred to Anglo Irish Bank. We had an excellent relationship with Anglo Irish, all interest 

and capital repaid on time etc. We had established a reasonable portfolio with about 65 

commercial tenants covering a range of activities. 

Anglo/IBRC was put into liquidation and our loans were sold to (NAMED FUND) for less than 

40% of face value. Loan managers (NAMED FUND) (who at this stage did not have a license to 

manage a loan book) stated that they wanted 100% repayment of loan, and would not 

entertain negotiation. The situation was made more difficult for us as the pillar banks were 

closed for business. There were a few new companies offering loans but at outrageous costs. 

For example, we were quoted one facility with an arrangement fee of 2%, 100% loan cover, 

interest rates of 1.25% per month over a 3 year cycle, and with an exit fee of 5%.  

In mid-December 2015, we received a demand to repay the loans. The Anglo Irish loans had 

been on a two year rolling agreement. As a guarantor, I was sent a repayment demand. My 

wife also received a demand, although she was not a guarantor on the current loans. A 

personal guarantee from the first loan from Anglo Irish had not been cancelled and so was 

technically still valid. On the Friday before Christmas 2015, our tenants were notified that our 

company had been placed in receivership. As directors, did not receive notification until three 

days later. We were removed from all contact with the company, our tenants and bank 

accounts etc. and our staff were made redundant.  

In June 2016 we reached a settlement agreement involving 100% repayment of loans by way 

of a cash payment, with the receiver retaining one property to sell. All other property was 

released from the receivership. The sale of the property has not happened, so the company 

is still technically in receivership. We had to agree to this as part of the settlement agreement 

covered our co-operation until the property was sold. 

 

 

  


