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Justice and Equality, 25 October 2017 

Thank you Chairperson. I am delighted to bring this Bill before you for 

legislative scrutiny.  

The overarching purpose of this Bill is to protect the family home where the 

borrower is making a genuine attempt to meet their obligations.   

Members of the Committee, as you are aware the mortgage arrears crisis is not 

going away.  To the end of quarter two 2017, there still remained 73,706 PDH, 

or Family Home, mortgages in arrears with a balance outstanding of €13.6 

billion and an amount in arrears of over €2.7 billion.  Of those, close to 52,000 

Family Home mortgages are in arrears by over 90 days and 32,000 are in arrears 

by over two years.  13 per cent of the 120,000 restructured PDH mortgages have 

fallen back into arrears. 

This just gives a flavour of the scale of the problem.  While restructures are 

occurring and in some cases write down deals are being done, it is inconsistent 

and unsatisfactory to date.  Some lenders are reasonable while others act 

without regard to the stress and suffering they are inflicting on families and 

individuals.   

Many have cited the fact that the number of repossessions taking place is low.  

This of course can serve to hide a much greater problem.   According to the 

Central Bank’s statistics in the first half of this year, legal proceedings were 

initiated in nearly 3,000 arrears cases.    

While it is not true to say that all of these will end in repossession on foot of a 

court order, it is certainly true to say many cases will end in the voluntary 

surrender or sale of the home.   In the first half of this year 1,363 family PDH 

homes were lost either through sale, voluntary surrender or repossession. 

Ideally, mortgage arrears cases should be resolved through agreement between 

the lender and the borrower using both the Code of Conduct on Mortgage 

Arrears (CCMA) and the Mortgage Arrears Resolution Process (MARP).  

While agreements are being reached in some cases, for too many they are not.  

At all points along the process the lender has the final say.  In cases where the 
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borrower and lender failure to reach agreement, borrowers may have recourse to 

various options under the Insolvency Service of Ireland (ISI).  

This was established under 2012 legislation and was cited at the time as a game 

changer for personal insolvency and mortgage arrears.  However, as highlighted 

by my party and others at the time, giving the banks the power to veto any 

solution put forward ultimately led to the process not working as well as it 

should.  Once again the balance of power lay with the lender.  We were told that 

removing the veto was unconstitutional.  However, following a lot of political 

pressure, amending legislation was enacted in 2015 that provided for an appeals 

mechanism. 

Yet it is clear that the current system is still not working.   Speaking to many 

Personal Insolvency Practitioners, who are fully independent, it is clear that the 

process is long and cumbersome with many cases taking over a year to resolve.  

A Personal Insolvency Arrangement (PIA) involves secured debt and typically 

mortgage debt.  According to the latest data from the Insolvency Service of 

Ireland, the number of new applications for Personal Insolvency Arrangements 

remains high.  In the first half of this year there were 2,226 new applications for 

a PIA.  Around 44 per cent of PIA Applications have been unsuccessful 

resulting in no resolution to the situation.   If we are to apply that to the new 

applications nearly 1,000 will end unsuccessfully.  They are unsuccessful 

because the lender has excercised their veto power or a deal was not possible.  

Which ever way one looks at it, unresolved cases will in many cases ultimately 

lead to the home being lost.  I do not believe we can stand back and leave this 

situation to develop as it is currently playing out.  

Something needs to change.  PIPs are working tirelessly and diligently in a 

broken system.  We must grateful for the many PIPs out there and acknowledge 

the frustration they must feel when a bank simply just says no.  We must listen 

to what PIPs are saying and they must be part of the solution. 

Many who I have spoken to have indicated that the bank veto is the biggest 

challenge they face when it comes to personal insolvency with mortgage debt.  I 

say it again the balance of power remains well and truly in the lender’s corner 

leaving the borrower in a weak and perilous situation. 

The situation is made worse by the recent case in the Dublin Circuit Court.  

Under Section 115A of the Personal Insolvency Acts, an appeal can be brought 



to the court when a bank has used its veto on a PIA.  The court decided in this 

case that only a PIP has the legal authority to make such an appeal.  The PIP can 

now be made personally liable for the legal costs of such an appeal.  Many, of 

course, will be reluctant to go down that route as a result of this ruling. 

Reform is clearly needed.  This Bill ultimately tackles the bank veto.  It is 

important to remember as we proceed through legislative scrutiny and through 

Committee stage that this Bill focusses solely on mortgage debt involving the 

family home or the primary residence.  The Bill is designed bring the balance of 

power back to an even keel.   

It is important to note that this Bill is not a free for all for borrowers. 

For some, this Bill creates a moral hazard issue whereby a borrower is 

encouraged to default.  However, under this Bill the borrower must still engage 

and co-operate.  An individual who refuses to pay back any money whatsoever 

even if they have the ability to do so will NOT be rewarded if this Bill is 

enacted.   

Even if this Bill is enacted the personal insolvency process will still be stressful 

for the borrower. It will still pay for a borrower to stay out of arrears and when 

in arrears to move out of that situation as quickly as possible.    

Finally, this Bill will only apply to existing arrears cases that were in arrears on 

or before 1 January 2017.  There is no incentive for a borrower to now default.  

For the reasons outlined here I do not believe moral hazard will be a pervasive 

issue if this Bill is enacted. 

I would like now to spend a moment to go through how this Bill would work in 

practice.  In the first instance this Bill would establish a new office under the 

remit of the Insolvency Service of Ireland.  This Office will be called the 

Mortgage Resolution Office.   

The Bill will enable any mortgagor, a person who is residing in and a registered 

owner of a family home, to obtain a Mortgage Resolution Order. Such a 

mortgagor must be deemed to be financially restricted where their disposable 

income, non-essential assets and total personal debts are below a prescribed 

level.  The Minister for Justice and Equality will be empowered to make 

regulations that set out the prescribed level. 



A Mortgage Resolution Order will only be obtained through application to the 

Mortgage Resolution Office.  A Financially Restricted Mortgagor will still be 

able to engage a PIP and utilise MABs and the Abhaile scheme.  I would 

envisage the PIPs having a key role as they do in the insolvency process.  

Crucially, the Mortgage Resolution Office will be able to refuse the granting of 

a Mortgage Resolution Order if it is found that the mortgagor is in fact not 

financially restricted or has made false representations.  The Financially 

Restricted Mortgagor will be required to fully disclose all accounts held to the 

Mortgage Resolution Office.  Again if not enough information is provided the 

Office can refuse to grant an order. 

All of these provisions make it certain that the borrower must engage and co-

operate.  The financial institution will be required to respond to the application.  

If in the view of the financial institution the mortgagor is not financially 

restricted they are entitled to make such a submission to the Mortgage 

Resolution Office.  The Mortgage Resolution Office will then ultimately decide 

on whether a Mortgage Resolution Order is necessary. 

Once a Mortgage Resolution Order is in place a lender will be prevented from 

initiating legal proceedings against the borrower.  Where legal proceedings are 

already underway the Court may choose to suspend proceedings pending the 

outcome of the Order. 

The purpose of the Mortgage Resolution Order is to find a sustainable solution 

for those in mortgage arrears.  The Mortgage Resolution Office arrives at such a 

solution.  Importantly it receives submissions from both the borrower and the 

lender on the specific case.  The Bill provides the Office with a suite of options 

to be used in individual cases.  These options are outlined in Section 9 of the 

Bill and include interest only payments for a period of time, extending the life 

of the mortgage and of course the Mortgage to Rent Scheme.  Further options 

can of course be added.  

There are a number of appeals mechanisms outlined in the Bill.  If a financial 

institution believes the borrower is not financially restricted, it can appeal to the 

Mortgage Resolution Office to investigate.  Part 3 of the Bill enables both 

parties to bring an appeal to an Appeals Office who will be appointed by the 

Minister for Justice and Equality and will be independent.  When there is a 

dispute on the point of law an appeal can be brought to the High Court for 

guidance. 



This Bill is not perfect; I will be the first to admit that. There are issues that will 

have to be addressed in Committee Stage.  I will bring forward amendments 

where necessary and of course I will be open to amendments brought forward 

by other members in the committee.  One issue that I foresee will have to be 

addressed is where an individual has other debt that follows the existing 

personal insolvency process.  I look forward to working constructively with 

members of the committee so we can make this Bill a better Bill so it serves the 

people stuck in the mortgage arrears trap. 

Members despite the imperfections, I believe this Bill is required to rectify 

some of the major problems with the current Personal Insolvency process.  It is 

required to shift the balance of power back to the middle ground.  It is required 

to protect the family home.  If this Bill is enacted, not only will it provide a 

practical solution for those in mortgage arrears, it will also provide a strong 

incentive for a bank to find a sustainable solution before a case reaches the 

Mortgage Resolution Office.  The banks will no longer be able to just say no.  

Thank you for the opportunity to speak on this Bill and I look forward to our 

discussion.  

ENDS. 



Chairman, Deputy’s and Senators, 

Many thanks to you all for the invitation to address you all this morning. The Mortgage Arrears Crisis 

is on which is ongoing for far too long now and it is positive to see radical action is being discussed 

and considered by this committee.  

To step back for a moment the Mortgage Arrears crisis has been ongoing since the financial crisis in 

2008. Many releases have stated that there have been over 120,000 mortgage restructures. This is 

typical spin as this counts every restructure on every mortgage including multiple restructures on 

each mortgage account. The reality is that nearly a decade on the latest figures from the Central 

Bank shows that there remain 73,000 family home loans in arrears of which just over 32,000 have 

been in arrears for more than 2 years and often 4,5 or 6 years.   

Since 2009 there have been many attempts to resolve the mortgage arrears crisis. 

Some self-resolved with an improvement in the economy and returned to work and were able to 

restructure their mortgages.  

However, some are still trapped in a mortgage arrears spiral where they can make some 

contribution towards their mortgage but not enough to meet a restructuring amount required of 

their bank by the Central Bank.  

The remainder are those who have no ability to pay and are eligible for social housing. This group 

would be homeless when the bank seeks a repossession order or sells to a vulture fund who will 

then evict. Therefore, we set up iCare Housing to facilitate as many via mortgage to rent as possible 

to keep people in their homes.  

It is important to set out some numbers relating to those in mortgage arrears and the low levels of 

resolutions that have happened form the Insolvency Service of Ireland launched in 2013. The 

Insolvency service has since its launch facilitated 1800 Personal Insolvency Arrangements – the key 

mechanism for mortgage resolution. These include family homes but also include buy to let 

properties. Also, they count an arrangement for each borrower on each loan thus increasing the 

numbers vs the number of properties/loan resolved.  

Currently the Insolvency Servicing is processing c300 PIA’s per quarter. This is just under 1% of the 

total arrears in the 2 years + category only.   

At this pace it will take 25 years to resolve just those in 2 years arrears. 

Following a recent High Court ruling the Personal Insolvency Practitioner is now required to appeal 

the bank decision (previous veto) as oppose to the debtor. This has effectively paralysed the entire 

insolvency system. This committee should in my view ask the Minister for justice to amend the 

insolvency act to correct this issue. 

With regard to Deputy McGraths Bill, we fully support such an attempt to rebalance the imbalance 

that still exists. The existing Central Bank Code of Conduct for Mortgage Arrears suggests a range of 

solutions that banks and vulture funds may implement but doesn’t force them to provide any 

specific solutions – many, especially the vulture funds choose, with the Central Bank’s blessing, not 

to provide any meaningful restructuring options to those in severe difficulty.  There is a need for 

radical restructuring and an independent office such as the Mortgage Resolution Office with the 

powers envisaged under a Mortgage Resolution Order is a good thing.  
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As a word of caution however, if we go back to the introduction of the Personal Insolvency Act in 

2012 such powers and system was sought at that time. Constitutional difficulties arose, and we 

could have concerns that these would arise again potentially dooming the fine intentions of the bill 

to failure.  

We would suggest that the outcomes desired by this Bill could be achieved in an easier fashion by a 

not-for-profit regulated third party purchasing these loans and radically restructuring them.  

Going back to the two cohorts of people in difficulty I mentioned a few minutes ago there are two 

currently facing grave danger – those who can pay something but not enough to obtain a restructure 

and those who can pay nothing.  

Take the first cohort.  

For example, John and Mary have a mortgage of €300,000, house worth €160,000. They earn above 

the social housing income threshold and can pay €650 per month. The bank can restructure the loan 

at €950. However, the Central Bank won’t allow a long term arrangement at €650 as its not 

sustainable. This Bill could force the bank to accept €650 and extend the mortgage or write it down. 

However, another route is for a not for profit, similar to iCare Housing, purchasing the loans rather 

than the homes as is the case with Mortgage to Rent.  

In the above example iCare would buy the loan for €100,000 where current value of loan is €300,000 

and the house is worth €160,000. This would allow the radical restructure required to allow John 

and Mary pay €650 per month and the loan would stay outstanding until the new loan is fully paid. 

There are 32,000 mortgages in arrears of over two years and because of how these are recorded we 

don’t know how many are in arrears over 2, 3, 4 etc years. 

We believe that some are eligible for social housing, but a large number have income above the 

social housing income threshold but can’t meet the levels required to restructure their mortgage 

and need a radical restructure. 

For the second cohort with no income unfortunately no Mortgage Resolution Office or Mortgage 

Resolution Order is going to help them. They simply have no contribution to make. The solution for 

them is Mortgage to Rent and iCare Housing has been established to provide solutions to them.  

To summarise Chairman, we believe that the Bill as presented is well intentioned and a very 

welcome focus on those struggling with debt as oppose to banks and vulture funds.  

The primary concern of all Irish banks at the moment is a looming deadline from the ECB to solve 

their Non-Performing Loan portfolios. If they cannot be solved quickly they will simply sell to vulture 

funds. There is a risk that various Bills will accelerate that sales process as bank look at the vista of 

protracted wrangling with a Mortgage Resolution Office and the inevitable time that will be required 

to properly set it up.  

The aspirations of this Bill can be achieved by seeking for loans sales that will inevitably take place to 

be pointed towards not-for-profit entities, similar to iCare Housing, which will be willing to 

implement the pragmatic and appropriate restructuring that the Central Bank won’t allow 

mainstream lenders to do and which simply isn’t in the nature of vulture funds.  

A stamp duty rate on the sale of  distressed family homes by banks could be set at 50% which would 

focus minds.  



Thank you again for the time and opportunity to discuss this very important issue with you all today. 



Opening Statement by Mr. Lorcan O’Connor, Director, Insolvency 

Service of Ireland, to the Joint Oireachtas Committee on Justice and 

Equality, 25 October 2017 

1. Introduction

This Committee is well aware of the mortgage arrears problem in this country. While the overall 

number of mortgage accounts in arrears has fallen each quarter since this time in 2013, the reality 

of the situation is that there are still over 70,000 mortgage accounts in arrears.  These accounts 

represent over €13.5 billion of debt and 10% of all mortgage accounts held in this country.  

More than 30,000 of those accounts are in arrears of over 720 days which, by their nature, means 

that they are the most complex to solve.  

The Central Bank reported that at the end of June of this year there were 120,000 family home 

mortgage accounts restructured on an informal basis. Where these restructurings have been done 

on a sustainable basis, they are to be welcomed.  

It is important to remember that there are people and very distressed families behind these 

statistics.  In working closely with debtors and debtor advocacy groups, the ISI is all too aware of 

the impact mortgage arrears can have on debtors – it affects their physical and mental health.  But 

it goes further.  It can also have a significant detrimental effect on the wellbeing of the wider 

family.   

So the challenge for us all is clear - to find permanent sustainable solutions for as many of the 

remaining mortgage accounts that are in arrears as possible.  

It is apparent to me that the Mortgage Arrears Resolution (Family Home) Bill 2017 has this 

objective at its core.  I will be happy to address any specific questions that the Committee might 

have concerning the Bill in a few moments but I wish briefly to address two areas at this stage, 

namely: 

1. an appraisal of the existing personal insolvency legislation;

2. some high-level observations around the proposed Bill;



2. Our existing personal insolvency legislation

Prior to 2013, personal insolvency legislation in Ireland was outdated.  The Personal Insolvency Act 

2012 (the “Act”) established the ISI as the independent statutory body responsible for all personal 

insolvency matters.  It brought Ireland in line with international best practice and went one 

important step further with the introduction of the Personal Insolvency Arrangement (“PIA”).  This 

innovative solution seeks to restructure or settle secured debt within voluntary arrangements – 

something that hasn’t been attempted elsewhere.  You will note in Appendix 1 to this submission 

examples of where PIAs have returned people to solvency while keeping them in their home.  

These personal stories represent debtors and families that were in real fear of losing their homes. 

Personal Insolvency Practitioners (“PIPs”), the professional advisers we regulate across the 

country, were able to find a sustainable solution to their problem debt, including their mortgage, 

that saw them stay in their home.  Further testimonials are available on our website.  You will note 

one strong theme across the testimonials above all others – the huge sense of relief experienced 

by debtors when they secure a permanent solution that returns them to solvency. 

Since opening, the ISI has returned almost 6,000 debtors to solvency and approximately 2,000 of 

those cases were PIAs dealing with mortgage debt.  In over 90% of these PIA cases, debtors have 

been able to stay in their home.  That, in my view, is a very significant achievement.   

International experience shows that it takes several years for a new insolvency regime to really 

gain traction. The ISI has however, never worked towards the steady growth that international 

comparisons would suggest we aspire to. Rather since our establishment, we have done 

everything within our power to ensure that all those that could benefit from the statutory 

solutions available, in particular the PIA, do so.  

Earlier this year, the ISI undertook a critical appraisal of its work so far.  This culminated in the 

publication of a submission to the Department of Justice and Equality (our “Submission”) in June, 

a copy of which we have provided to all members of this Committee.  Our analysis identified three 

key factors that influence activity levels: 

1. Efficiency of Process

2. Debtor engagement



 

3. Creditor engagement

2.1 Efficiency of Process 

The core recommendation contained within our Submission is that the insolvency arrangements 

provided for under the Act, should be approved by the ISI rather than requiring a Court to make an 

order for their approval. Importantly this recommendation has the support of all members of a 

Consultative Forum chaired by the ISI – which is made up of debtor advocates, creditors, PIPs and 

the Courts Service. The ISI is of the view that such a change would result in a number of benefits 

including;  

 an increase in the accessibility to the personal insolvency system;

 time savings by streamlining the process (reducing the overall process by up to a month);

 cost savings;

 consistency of approach.

In addition, the ISI recommends a number of other enhancements to the existing legislative 

framework in order to drive efficiencies, reduce barriers to entry and otherwise improve the 

overall process.  I would be happy to speak around any of these proposed changes should 

members of the Committee wish me to do so. 

2.2 Debtor Engagement 

Our Submission also sets out steps we have undertaken to date to ensure debtors are aware of 

the solutions that are available to them.  This ranges from national and local campaigns on radio, 

television and print as well as debtor advice clinics and attendance at other events across the 

country.  We also have a debtor focused website, ‘backontrack.ie’ and related materials.   

Through the new Abhaile Service, there are now free consultations available for debtors with PIPs 

as well as a number of other supports to ensure the insolvent debtor is supported at every stage 

of the process of addressing their unsustainable mortgage.  Once again, I would be happy to give 

the Committee more details about what we have done to date in this area or to speak around our 

communications plans for the coming months should members of the Committee wish me to do 

so. 



 

2.3 Creditor Engagement 

In terms of creditor engagement, the ISI has consistently encouraged each main creditor to: 

 avail, in a timely manner, of the provision within Sections 64 and 98 of the Act to make

clear to PIPs the manner in which the creditor wishes the debts of a specific debtor to be

dealt with as part of an arrangement; and

 provide all PIPs with details of the range of options the creditor will broadly support within

an insolvency proposal. For example a ‘waterfall’ statement setting out their preferences

as to when and how term extensions, interest rate reductions and capital write off should

take place. This, in my view, would be of assistance in making the overall process run more

efficiently.

It is disappointing to say that I am unaware of any significant progress on either of these fronts. 

The simple reality is that the PIA is an extremely efficient solution for creditors as well as debtors. 

There are several checks and balances contained in the legislation which is overseen by the Courts 

to ensure that no party is unfairly prejudiced.  It requires the goodwill and support of both parties 

for the system to work efficiently and effectively. Despite best efforts, I do not believe that 

creditors have constructively engaged with the personal insolvency legislation. I can point to 

statements made by various banks as evidence of this.  I can point to dozens upon dozens of cases 

where banks have rejected proposals that produced a better return than repossession while also 

having due regard for the underlying security linked to any mortgage. I can point to legal 

challenges mounted by creditors to various PIAs on technical rather than commercial grounds. 

Such challenges, while perfectly within the rights of creditors to take, in my view, where 

successful, amount to a pyrrhic victory.  The creditor still has a bad loan that they need to deal 

with.  They have turned down what should have been a sustainable solution that did not unfairly 

prejudice them for the case to have met the minimum statutory requirements set out in the Act.   

Some creditors appear to be mounting objections which are designed to preserve their own credit 

guidelines, which have wide customer application, rather than dealing with the merits of the 

specific debtor proposal which in many instances, provides a commercial return for the creditor 

which is far better than that which could be achieved through repossession or bankruptcy.   



 

The Committee should be aware of the Section 115A review process, introduced in late 2015 

which was designed to remove the so-called ‘bank veto’, whereby there is a requirement to attain 

certain levels of support from creditors before an arrangement can be put in place. The legislation 

was designed to operate in a relatively quick manner whereby Courts would be asked to review 

and assess the reasonableness of a rejected arrangement and where satisfied,  having regard to 

specific criteria set out in the Act that the arrangement was reasonable,  the Court would impose 

the arrangement over their will.  These review cases have proven to be long and drawn out.  While 

I can point to a number of cases that have made significant strides forward, for example, with 

regards to warehousing and separated spouses, we still see large numbers of Court reviews where 

the arguments before the court are technical legal points which inhibit consideration by the Court 

of the commercial aspects of a proposal.   

I see no evidence that creditors are using Section 64 or 98 of our Act, whereby they have an 

opportunity in the first instance to engage with PIPs and identify how they wish for their loans to 

be dealt with and avoid the necessity of a Court Review.  Instead, the practice appears to be to 

wait for the PIP to produce a proposal, for it then to be challenged on as many fronts as possible. 

Creditors must recognise what it is that the Act is designed to achieve - a fair outcome for all sides. 

Such positive engagement could ensure that we keep as many people as possible in their homes 

while also ensuring that the rights of creditors as secured lenders are respected to the greatest 

extent possible and that creditors finally deal with their remaining non-performing loan cases. In 

order to ensure positive engagement, the Act needs to be amended to oblige creditor engagement 

at an early stage of the process.  

3 Observations with regards to the Bill  

I now wish to turn to the main focus of today – the Mortgage Arrears Resolution (Family Home) 

Bill 2017.  The ISI welcomes any initiative designed to help deal with mortgage accounts that are in 

arrears and the ISI notes the envisaged role for the Service within the proposed Bill. 

From the outset, I wish to say that I am of the view that the Personal Insolvency Act incorporating 

our proposed amendments as set out in our Submission, coupled with mandatory creditor 

engagement, is the most appropriate way of achieving the objectives of this Bill. Such an approach 

would: 



 

1. minimise risk of legal challenge;

2. minimise potential delays, expense and uncertainty that might be experienced from setting

up the new office - the Mortgage Resolution Office; and

3. offer a holistic solution for debtors – returning a debtor to solvency by addressing all of

their debts, not just the family home.

3.1 Minimising the risk of legal challenge 

I am aware from Dáil debates during the summer that the Minister for Justice and Equality has 

indicated that the Government has a number of constitutional concerns regarding the Bill.  It is not 

for the ISI to comment on such constitutional concerns.  However, I would point out that the 

Personal Insolvency Act has operated for almost 4 years without challenge.   

The ISI sets out in its Submission why it believes its suggested proposal of removing the Courts 

from the various processes is sound from a constitutional perspective.   

3.2 Minimising potential delays in setting up the Mortgage Resolution Office 

The Bill proposes that a new Office, the Mortgage Resolution Office, be established within the ISI 

and that a new instrument, a mortgage resolution order, be introduced.  I would point out that 

there is a tendency among citizens to delay taking action until there is clarity around any new 

policy initiative.  Any initiative that causes insolvent debtors to delay engaging with their financial 

institution could have consequences in terms of increased arrears and increased risk of 

repossession.  For these reasons I would suggest that changes to the insolvency legislation that 

build on and enhance the current provisions will cause the least uncertainty for insolvent debtors.  

It can also be delivered quickly.  Should the Bill become law, and the ISI is tasked with setting up 

the Mortgage Resolution Office, you have my commitment that we will leave no stone unturned in 

opening the service as quickly as possible having regard to our duties and responsibilities under 

any establishing legislation.  However, it needs to be recognised that it will take time to set up an 

Office of the type envisaged.   



3.3 Holistic solutions 

Understandably the Bill is focused on mortgage arrears. The Bill however fails to address the other 

debts of the debtor.   Our existing Act takes a holistic approach, dealing with all the debts of a 

debtor, both secured and unsecured. Our analysis shows that people with mortgage debts seeking 

help from the ISI1, have on average five other creditors.  Our experience in reviewing cases, that 

have previously been dealt with on a bilateral basis between the debtor and their mortgage 

provider, is that they often fall down due to the other debts owing. It is essential that a holistic 

solution for debtors is provided and that they return to solvency as part of the process.  As a 

consequence of this, the family home is far more secure in the short term and longer term. 

4 Conclusion 

My assessment is that creditors have yet to fully engage in a constructive manner with the 

Personal Insolvency Act.  This is notwithstanding the fact that it is carefully balanced to ensure the 

rights and obligations of all parties are protected and to ensure that no party is unfairly 

prejudiced.   

I have already explained that creditors are not working within the spirit of the legislation.  PIPs are 

not getting the clarity around the manner in which the creditor wishes their debts to be dealt with. 

This is despite numerous efforts on my part in every single engagement with banks.  While 

acknowledging that there is no legislative obligation on the creditor to provide this clarity, I am 

disappointed that the banks have not given this clarity.   I believe therefore it should become 

compulsory.  I also believe that some measures are needed to curtail the number of Court review 

cases that are being contested on procedural rather than commercial grounds.  I believe that 

creditors should be restricted to only those arguments that they raised during the protective 

certificate period. This would be fair to all sides and it would bring a much greater efficiency to the 

process.  

I believe these two creditor focused changes, combined with the overall efficiency measures 

identified in our Submission, would get us to the point where we should have been some years 

ago, whereby the Act and the PIA in particular, can be used to deal with all of the difficult 

mortgage cases and maximise the number of cases that see debtors remain in their home.  This, I 

1 Figure A3.5: PIA Debtor Profile 2014 – 2016; Page 65 of Submission 



 

respectfully submit, would achieve the objectives that lie behind the proposed Bill you are 

considering this morning, with minimum risk.   

Thank you for the time this morning to listen to my opening statement.  I am now happy to take 

any questions. 



 

Appendix 1: PIA cases 

The following cases summarise recent Personal Insolvency Arrangements (PIAs) that were subject 
to Court review under Section 115A of the Personal Insolvency Acts.  Please note names have been 
changed to protect identities. 

Example 1 - Couple 

Marie and James are a couple with three children under 12 years of age.  Marie receives an 
Invalidity Pension and prior to that she was out of work for two years without pay.  During this 
time the family relied on James’ income until he lost his job. He was unemployed for 16 months 
receiving Job Seekers Allowance. Consequently, they were unable to meet their mortgage 
repayments and arrears accrued. 

Marie and James met with a Personal Insolvency Practitioner (PIP) who assessed their situation 
and advised them that a Personal Insolvency Arrangement was the best solution for them.   The 
solution resulted in a write down of over €165,000 and their other unsecured debts of €56,809 
were largely written off under the arrangement. The family home was retained.   

Case Summary 

Mortgage balance: €285,647 

Current market value of property: €105,000 

Negative equity: €180,647 

ISI monthly Reasonable Living Expenses (set 
costs): Two adult household with three children, 
aged four, six and twelve + car 

€2,251 

PIA Solution 

Principal: Write Down of €165,647 

Term: Remaining Mortgage of €120,000 @ 2.5% 
for 72 months.  This temporary interest 
rate reduction was to facilitate a modest 
payment towards unsecured creditors. 

Rate: Rate to revert to 4.50% Variable post 
arrangement. 

Other key features: Other debts of €56,809 receive a dividend 
of 2%. 



 

Example 2 – Separated couple 

Lucy and Michael are a separated couple with one child in primary school.  They have shared custody 
of their daughter. Michael lives in the family home and Lucy lives in rented accommodation. Michael 
is the primary carer for his mother and works part-time as a farm worker. Lucy is in full time 
employment. The child spends 40% of her time with Michael.  

Lucy and Michael met with a Personal Insolvency Practitioner (PIP) who assessed their situation 
and advised both of them to enter into individual Personal Insolvency Arrangements. The solution 
for Michael resulted in a write down of over €190,000 and his other unsecured debts of €223,349 
(including business debt) were dealt with under the arrangement.  The family home was retained 
under the arrangement. 

Case Summary (Michael) 

Mortgage balance: €465,567 

Current market value of property: €275,000 

Negative equity: €190,567 

ISI monthly Reasonable Living Expenses (set 
costs): One adult household with one child (40% 
of time) + car 

€1,177 

PIA Solution (Michael) 

Principal: Write off of €190,567 

Term: Mortgage extended by 6 years. 

Rate: Interest only payments @ 3% for the 
duration of the PIA (6 years). Will be on a 
variable rate after the term of the 
arrangement. This temporary interest rate 
reduction is to facilitate a modest payment 
towards unsecured creditors. 

Other key features: Other debts of €223,349, including 
business debt, receive a dividend of 4.3%. 

A similar solution for Lucy’s debts was also achieved with her PIA. 



 

Example 3 - Older couple 

Sandra and Barry are a couple in their sixties.  Barry ran a business between the years 2009 and 
2016 but found himself unable to meet the debts of the business. 

A Personal Guarantee was called in and a judgement registered.  Barry has had no real income 
apart from social welfare payments for a number of years. Sandra works as a Special Needs 
Assistant in a local Primary School and as a child minder.  Net monthly income amounts to circa 
€3,000 per month.  Adult children are also contributing €450 per month to the household.  With 
only 7 years left to age 70, the couple needed to quickly start addressing debts to find a long term 
solution. 

Sandra and Barry met with a Personal Insolvency Practitioner (PIP) who assessed their situation 
and advised them that a joint Personal Insolvency Arrangement was the best solution for them. 
The solution resulted in a write down of over €60,000 and their other debts of €353,195 were 
dealt with under the arrangement. The family home was retained under the arrangement. 

Case Summary 

Mortgage balance: €220,016 

Current market value of property: €150,000 

Negative equity: €70,016 

ISI monthly Reasonable Living Expenses (set 
costs): Two adult household + vehicle 

€1,486.62 

PIA Solution 

Principal: Write Down of €60,016 

Term: New Mortgage of €160,000 

Rate: 1% for 84 months 

Other key features: Other debts of €353,195 receive a dividend 
of 0.4%. 




