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[Check Against Delivery] 

 

Opening Remarks - Jeremy Masding, CEO, Permanent TSB. 
 

Joint Oireachtas Committee Thursday 11th October.  

 

Chairman, Deputies and Senators, 

Thank you for the invitation to meet with the Committee today.  I am joined by my 

colleagues Eamonn Crowley, Group CFO, and Shane O’Sullivan, Group Director Of 

Operations. 

In these opening remarks I want to set out my views on Project Glas in four sections:  

First - Why We Have Done This Transaction? 
Permanent TSB is a regulated entity.  We are required to follow the rules and directions of 

our regulator.  On the subject of NPLs, the direction is very clear in that we must reduce the 

ratio of Non-Performing Loans on our balance sheet from 25% to the European average, and 

in a relatively short timeframe.  This transaction is a critical part of our strategy to do so.  

However, even without any regulatory requirement, reducing the NPL ratio is the correct 

strategy to pursue.  Non-Performing Loans make the Bank less secure; less able to compete; 

less able to grow or prosper; and, less able to lend to new customers.  No bank can continue 

indefinitely with an elevated NPL ratio.  To do so runs undue risk for the Bank, its customers 

and the taxpayer. 

Conscious of this, Permanent TSB has reduced the value of NPLs on its balance sheet by 

almost €4 billion (42%) since 2013.  And loans linked to over 13,800 homes have been 

restored to Performing status thanks to the hard work of both the relevant customers and 

the Bank.  

However, our NPL ratio remains elevated.  Ten years on from the start of the Financial Crisis 

– and, as many commentators say, closer to the start of the next one than the end of the 

last one – the Single Supervisory Mechanism (SSM) requires urgent action from banks across 

Europe to reduce NPL levels, including Permanent TSB and other Irish banks. 

In this context, the European Commission, the SSM and the Central Bank of Ireland have all 

said that loan sales are a legitimate tool for banks to use to reduce NPL ratios – a tool used 

by ourselves, by other Irish banks and, indeed, by the National Asset Management Agency.  

And it is worth noting that key external observers have welcomed this transaction.  Earlier 

this month Moody’s upgraded a range of key ratings and assessments for the Bank, 
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highlighting  the Project Glas loan sale and noting – and I quote -   “the Bank’s improved 

asset risk profile following a decrease in its stock of problem loans.” 

 

Second – What Were the Alternatives? 
Accepting the answer to the first question rules out ‘continuing as is’ as a viable option, the 

main alternatives to a loan sale are Debt Forgiveness, Individual Deal Arrangements, 

Provide & Derecognise and Scale Repossessions. So let’s look at these options in turn.    

On Debt Forgiveness, it’s important to distinguish between this and debt write-off. The 

terms are often – incorrectly – used interchangeably.  For example, permanent tsb agreed 

to write-off debt owed by over 2,000 Buy-To-Let customers on condition that they 

surrendered their investment properties for sale. The key here is that the Customer agreed 

to forfeit the property that had secured the mortgage.  The proponents of debt forgiveness 

want the bank to forget a part – or, perhaps, all - of a customer’s debt without the customer 

having to surrender the underlying security in return.  As the Governor of the Central Bank 

of Ireland told this Committee last week…”to have a functioning secured lending market in 

Ireland, security must mean something when borrowers default.” 

Debt forgiveness creates an intolerable situation where the Bank would effectively have to 

choose between similar customers as to who it should favour and who it should penalise.    

Think for a moment of two people with similar mortgages with the same bank living side-by-

side.   

One neighbour, Customer A, continues to make their repayments despite great challenges 

and hardship.   

The other, Customer B, despite their best efforts cannot meet their repayments and, as a 

consequence, has built up arrears.   

Debt forgiveness suggests that we should reduce the mortgage owed by Customer B to a 

more affordable amount but maintain the mortgage of Customer A as is –  effectivelyi a 

relative punishment for keeping their repayments up to date.   

Fully accepting that Customer B deserves help and protection to find a sustainable solution, 

no bank should want to have the power or responsibility to decide who to reward and who 

to punish in these situations.   

The same problem arises in respect of Individual Deal Arrangements - all customers will not 

be treated equally.  It is a real moral hazard. 

In relation to Provide & Derecognise, we did not pursue as there remains question marks 

about whether we actually could derecognise the NPLs set against the increased provisions.   
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As for Scale Repossessions, the system has spent ten years avoiding this approach so, to my 

mind,  it doesn’t warrant further consideration.   

This leaves Loan Sale as the least worst alternative.  

 

Third - What Does The Transaction Mean For Customers? 
This question seeks clarity about the situation of customers whose loans are included in the 

transaction. 

I believe that these customers have been poorly served by inflammatory and inaccurate 

commentary around the transaction.  The customers involved deserve to be treated with 

respect and care, not just by Permanent TSB but by commentators, consumer advocates 

and other influencers whose opinions command attention.   

The Governor of the Central Bank of Ireland has been very, very clear.  He has stated 

explicitly – including to this Committee - that the protections which a mortgage customer 

enjoys with one institution remain when their loan is sold to a different institution.  Nothing 

changes but the owner of the loan.  Unfortunately, this reassuring message is ignored by 

many commentators, ultimately to the detriment of customers.  

And the Governor’s views are supported by evidence.  Project Glas is just one of numerous 

loans sales which have already taken place in this country in recent years.  Yet where is the 

so-called tsunami of repossessions which is forecast with such certainty by the same 

commentators?  Where are the thousands of customers finding that their terms have been 

altered once their loans have been sold?  Where are the examples of the Courts allowing 

new owners to renege on pre-existing contractual commitments.? 

 
 

Lastly - The Transaction.  
Project Glas was launched to the market in February, binding legal contracts were signed on 

31st July and the transaction will close before the end of the year.  

For the sake of an informed debate, I believe it is worth clarifying exactly what loans were 

included and excluded from Project Glas, and why.   

The Bank originally identified c.€4.8bn of NPLs for potential inclusion in the sale. A rigorous 

set of principles was developed to ensure a fair and consistent process was followed; this 

included a specific set of Exclusion Criteria.  
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As a result, c.€2.6bn of loans – some 48% - were excluded from the sale.  This comprised 

the following categories of loans as they stood at the cut-off date for the transaction which 

was the 31st March last. 

I. PDH Split Mortgages which were performing to their restructured terms, where they 
were not connected to other Non-Performing loans  

II. PDH loans that were identified as meeting the terms of their Agreed Repayment 
Arrangement (‘ARA’), which were on a path to performing status within 12 months 
and where not connected to other NPL account(s) 

III. Loans that had cured from NPL status pre cut-off  
IV. Operational Exclusions, including PIA/Bankruptcy, Voluntary Surrenders, Tracker 

Mortgage Examination loans and Mortgage To Rent loans. 
 

So again… €2.6 bn of loans excluded from the transaction.  And I should emphasise these 

exclusions include PDH loans that were identified as being “on a path to performing status”. 

 
Accordingly, the final Glas Perimeter had a notional balance of €2.1bn comprising the 

following categories of loans – again by reference to their status at 31st March last. 

I. All Buy To Let or Buy To Let linked Non-Performing Loans  
II. PDH loans where the customer had failed to operate in line with an agreed 

treatment, or where they had refused forbearance offers  
III. PDH loans deemed Non-Cooperating  
IV. PDH loans deemed Unsustainable, following assessment of customer circumstances, 

i.e. no formal restructure offer could be made  
V. PDH loans in long term arrears  

 

In addition, there are two important points I want to make clear in regard to these inclusions. 

Firstly – while the status of the loans at the cut-off date is key, we continue to work with 

individual customers after that cut-off date because that is the right thing to do.  Any 

treatments or restructures which are agreed now will transfer with the accounts when the 

transaction completes. 

Secondly – there has been quite a bit of attention on the fact that what people have called 

performing split mortgages have been included.  If any such loans have been included, it is 

because of their links to other loans which are themselves non-performing rather than their 

status as splits meeting the terms of an agreed restructure.  Remember we removed 

thousands of stand-alone PDH split mortgages from the transactions – approximately €900 

million value  - where they were meeting the terms of an agreed restructure.  By the same 

measure, if a customer had a fully performing loan and a non-performing loan, then both 

would transfer in this transaction.   
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In both deciding and applying the criteria mentioned above, the Bank had to balance the 

SSM definition of what constitutes an NPL against individual customer circumstances, whilst 

maintaining the governing objective of a meaningful reduction in the NPL ratio.  The Bank is 

satisfied that it met the required tests. 

To be clear, Permanent TSB does not decide unilaterally whether a loan is performing or 

non-performing.  The Bank operates in a rules based regulatory environment and we apply 

the rules. 

And those rules are strict.  At present, we assess whether an account is performing or non-

performing at the end of each month.  By the start of January 2021, we will be required to 

make that assessment each day. 

As to what constitutes a Non-Performing Loan, this is a complex area and I appreciate that it 

can be confusing for customers and others.  And it is further complicated by the fact that 

some people describe loans as performing if they are meeting the terms of a restructure 

agreement – which of course means that they are not performing by reference to the 

original loan contract and that is the critical reference point for the regulator. 

So, ultimately, our NPL strategy is about identifying individual loans which are;   

1. in default of the original terms of the mortgage contract;  
2. linked to other loans which are themselves Non-Performing via either Cross-Default 

or Cross-Collateralisation; or,  
3. deemed “unlikely to pay” – loans for which there is no clear evidence that the 

borrowers are capable of honouring those terms by the end of the contract.    
 

We are bound by the SSM definition of what constitutes an NPL and by the comprehensive 

guidelines they set down as to what factors we, and other banks, must take into account for 

assessing whether an account is non-performing or performing.   

To date,  when we have reviewed the various cases that have been highlighted in the media 

on this issue, we have seen no evidence that any of the relevant loans were incorrectly 

classified as non-performing at the relevant cut-off date by reference to the rules and 

guidelines of our regulator, the SSM. 

We will continue to monitor this up to the completion of the transaction. 

Finally, I should advise the Committee that while we will endeavour to be as helpful as 

possible in responding to questions today, we are bound by a confidentiality agreement in 

relation to discussing this transaction which may restrict our ability to deal with all 

questions.  Similarly, we are not in a position to answer questions relating to specific 

customers.   
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This is the third time we have met with this Committee this year to discuss this particular 

transaction and we have always sought to be as helpful as possible while mindful that this 

was a dynamic, evolving transaction with lots of moving parts.  We will continue to try to be 

helpful this in the same manner at this meeting. 

This brings me to the end of my opening remarks.  
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