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Mr John Palmer 
Principal Officer 
Banking Division 
Department of Finance 
Miesian Plaza 
50-58 Lower Baggot Street 
Dublin 2 

28 January 2019 

Re: No Consent, No Sale Bill 2019 

Dear John 

Banc Ceannais na hEireann 
Central Bank of Ireland 

Eurosystern 

T +353 (0)1224 6000 
Bosca PO 559, Baile Atha Cliath 1 
PO Box 559, Dublin 1 

www.centralbank.ie 

Please find below the Central Bank's views on the "No Consent, No Sale Bill 2019" ("the Bill"). 

Overall, we have significant concerns on the terms of the Bill from a consumer protection, 

prudential supervision and financial stability perspective. 

From a consumer protection perspective, when a consumer takes out a loan from a regulated 

lender, it is subject to all the relevant consumer protections. Most loan agreements include a 

clause that allows the original lender to sell the loan on to another firm. In the past, if the 

original lender sold a loan to an unregulated firm, the consumer could lose the protections they 

previously had under the various Central Bank statutory Codes of Conduct. However, the 

Consumer Protection (Regulation of Credit Servicing Firms) Act 2015 ("the 2015 Act") was 

introduced to fill the consumer protection gap where loans were sold by the original lender to 

an unregulated firm, and ensured that consumers whose loans are sold to another firm 

maintain the same regulatory protections they had prior to the sale, including under the 

various statutory Codes of Conduct issued by the Central Bank. 

The Consumer Protection (Regulation of Credit Servicing Firms) Act 2018 ("the 2018 Act"), 

which came into effect on 21January2019, has expanded the activity of 'credit servicing' to 

include ownership of legal title to credit granted under a credit agreement, and associated 
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ownership activities. Therefore, if a loan is now transferred, the holder of the legal title to the 

credit must be authorised by the Central Bank as a credit servicing firm. Consumers whose 

loans are sold to another firm continue to maintain the same regulatory protections they had 

prior to the sale. 

Provision 3.11 of the Central Bank's Consumer Protection Code 2012 ("the Code") requires 

that, where a regulated entity intends to transfer all or part of its 'regulated activities' to 

another regulated entity, it must provide advance notification to both the Central Bank and 

affected consumers. The regulated entity must notify the Central Bank immediately and 

provide a consumer with at least 2 months' notice before transferring all or part of its loan 

book covered by the Code to another entity. 

The Bank is of the view that the regulatory framework outlined above provides sufficient 

protections to consumers whose loans are being sold. As outlined above, where a loan is 

transferred by a regulated entity, the consumer maintains the same regulatory protections 

they had prior to the sale. Since the introduction of the 2018 Act, all transferees of credit are 

now entities which are regulated by the Central Bank, i.e. loans cannot be transferred to an 

unregulated entity. 

The Bank is also of the view that the enactment of the Bill would involve an interference with 

the legitimate property and contractual rights of the lender or loan owner without an 

appropriate consumer protection justification. 

The Bill could result in a detrimental impact on risk reduction in the banking sector, with 

associated risks to financial stability, as this will reduce the options to deal with non

performing loans ('NPLs'). The presence of elevated levels of NPLs on Irish banks' balance 

sheets are a vulnerability that present a risk to financial stability during times of market 

uncertainty. They impede the provision of credit through additional regulatory capital 

required, and also result in an opportunity cost in forgoing new lending to households and 

firms. Finally, they impose costs (time, monetary, and diversion of management focus) within 

financial institutions that may in turn lead to an increase in the interest rates customers pay on 

their mortgage loans. 
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NPLs are a key measure of banks' credit quality and therefore affect debt and equity and debt 

investors' perceptions and determine how they invest in the firms, and thus their cost of equity 

and funding costs. Banks need to reduce this legacy risk during recovery/expansion to ensure 

they have robust and resilient capital ratios into the future, otherwise their ability to weather 

adverse developments can be questioned by financial markets. 

Elevated NPLs are gradually reducing but the scale of the Irish crisis means that this will 

continue to be a risk into the future. There are a number of strategic options open to banks to 

deal with elevated levels of NPLs, however a combination of factors has led some of the banks 

to consider portfolio sales. If portfolio sales do not occur, and banks continue to carry elevated 

levels of NPLs, future shocks may lead to a repeat of the recapitalisations seen during the 

financial crisis. 

We are of the view that the introduction of this Bill would significantly affect the secondary 

market for loan portfolio sales by rendering banks effectively unable to engage in portfolio 

sales. As outlined above, elevated levels of N Pls are likely to remain on the balance sheets of 

Irish banks, resulting in adverse consequences for the market. Similarly, the Bill will 

significantly affect the securitisation market, which serves as an important source of funding 

for banks. 

We also have a significant number of technical concerns on the Bill and its consistency with the 

current regulatory framework, which we will liaise separately with the Department on. 

Finally, we would also note the requirement in Article 127(4) of the Treaty of the Functioning 

of the European Union and Article 4 of the ESCB Statute to consult the European Central Bank 

on certain national legislative provisions. Consideration should be given to the requirement to 

consult the European Central Bank on the terms of the Bill given the requirement to consult on 

"rules applicable to financial institutions insofar as they materially influence the stability of financial 

institutions and markets". 

As the Single Resolution Board (SRB) has responsibility for resolution-related decision-making 

for our Significant Institutions under the Single Resolution Mechanism, we would recommend 

that the SRB be consulted in relation to this Bill. 

-------------- -------- --------
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If you have any further queries in relation to this matter that you wish to discuss please do not 

hesitate to contact my colleague Bernie Mooney at Bernie.Mooney@centralbank.ie. 

Yours sincerely 

L1WtVJJ) ~ 
Grainne McEvoy 
Director Consumer otection 




