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1. Introduction 

The Minister for Finance commissioned me to conduct a desk-based review of 

the current Personal Contract Plan (PCP) market and regulatory structure.  This 

was to lead to a report analysing the adequacy of consumer protection in 

relation to PCPs in the current system and, if necessary, making 

recommendations for how any identified gaps in consumer protection in 

relation to PCPs should be addressed.  The full terms of reference are set out in 

Annex 1. 

 

2. Recent Studies of PCPs 

PCPs have been growing strongly in the private car market in recent years, with 

about one-third of new cars being financed in this way.  They are also being 

increasingly used for second hand cars.  This led both the Competition and 

Consumer Protection Commission (CCPC) and the Central Bank of Ireland to 

conduct studies of the market recently. 

 

The CCPC study, Personal Contract Plans: the Irish Market2, compiled evidence 

in relation to: 

 the size and characteristics of the PCP market; 

                                                           
2 Personal Contract Plans: the Irish Market Competition and Consumer Protection 
Commission 6 March 2018 

CCPC final report 

Personal-Contract-Plans-the-Irish-Market.pdf
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 the experience of consumers in the market as well as their ability to 

understand PCP agreements; and 

 the current protections available to consumers under the Consumer 

Credit Act 1995, as amended (CCA 1995). 

 

It identified a number of areas where action might be needed and reached 

conclusions and made recommendations in these areas. These 

recommendations are set out in Annex 2 and are considered further later in this 

Review. 

 

As part of the CCPC study, it commissioned the Economic and Social Research 

Institute (ESRI) to undertake a series of behavioural experiments with 

consumers on the PCP market through its Programme of Research Investigating 

Consumer Evaluations (PRICE) Lab.  This study has been published separately 

and the results and policy implications set out in the ESRI Research Bulletin 3 are 

included in Annex 3. 

 

The Central Bank of Ireland study, An Overview of the Irish PCP Market, collected 

data on the PCP market through a survey of all bank and non-bank PCP financiers 

it could identify at that point in time (H2 2017) covering the period from 2012 

to 2017, and a follow-up qualitative questionnaire.  A revised version of the 

study was published on 13 September 20184 to reflect the receipt of revised data 

                                                           
3 http://www.esri.ie/pubs/RB201823.pdf 

4 An Overview of the Irish PCP Market (Revised Data) by Martina Sherman, Tiernan 
Heffernan and Bryan Cullen, Central Bank of Ireland Economic Letter Vol2018, No.2 
http://www.centralbank.ie/docs/default-source/publications/economic-letters/vol-2018-no.2---an-

overview-of-the-irish-pcp-market-(sherman-heffernan-and-cullen)-revised-september-

2018.pdf?sfvrsn=6 

 

http://www.esri.ie/pubs/RB201823.pdf
http://www.centralbank.ie/docs/default-source/publications/economic-letters/vol-2018-no.2---an-overview-of-the-irish-pcp-market-(sherman-heffernan-and-cullen)-revised-september-2018.pdf?sfvrsn=6
http://www.centralbank.ie/docs/default-source/publications/economic-letters/vol-2018-no.2---an-overview-of-the-irish-pcp-market-(sherman-heffernan-and-cullen)-revised-september-2018.pdf?sfvrsn=6
http://www.centralbank.ie/docs/default-source/publications/economic-letters/vol-2018-no.2---an-overview-of-the-irish-pcp-market-(sherman-heffernan-and-cullen)-revised-september-2018.pdf?sfvrsn=6
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from a small number of reporting agents. It found that €1.4 billion or 76,582 

contracts were outstanding in PCP-related finance advanced by financial 

institutions and owned by Irish resident households at end-2017. It has become 

the most prevalent source of car finance in the Irish market since July 2017. 82% 

of PCP contracts and 79% in value terms are advanced by Irish resident banks, 

with the remainder relating to PCPs advanced by non-bank entities. 

 

While it did not address wider policy implications, the Central Bank review 

identified a number of questions which have potential financial stability and 

consumer protection implications. These are set out in Annex 4 and are 

considered further later in this Review. 

 

In the UK, the Financial Conduct Authority (FCA) is looking at the motor finance 

market to ensure it works well and to assess whether consumers are at risk of 

harm.  In March 2018 it published an update on this review5, with a final report 

due in September 2018. The FCA regulates hire-purchase and PCP providers and 

credit intermediaries in the UK, apart from the larger institutions that are under 

the Prudential Regulation Authority.  PCP is known as Personal Contract 

Purchase in the UK.  One of the areas they are focussing on in their work is how 

lenders assess affordability and whether current procedures are working in the 

interests of consumers. 

 

3. How do PCPs work? 

PCPs originated in the US and UK but have developed strongly in Ireland over 

the past decade or so. 

                                                           
5 https://www.fca.org.uk/publication/research/our-work-on-motor-finance.pdf 

https://www.fca.org.uk/publication/research/our-work-on-motor-finance.pdf
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A PCP involves a consumer getting a car, usually a new car, under the following 

conditions: 

- pay a deposit on the car, usually of the order of 10-30% of the price of the   

car; 

- pay monthly instalments, usually for 36 months; 

- meet limits on mileage and conditions on wear and tear, servicing and 

damage to the car. 

 

This leaves a balance outstanding at the end of the monthly instalment period - 

known as the Guaranteed Minimum Future Value (GMFV) - which is calculated 

at the start by the financing institution or the dealer and is designed to be 

somewhat lower than the estimated depreciated value of the car.  Effectively, 

the deposit and the monthly instalments are designed to more than cover the 

depreciation on the car, so that the consumer builds up some equity in the car. 

 

Upon maturity of the PCP, the consumer has options to: 

- pay this GMFV amount in a lump sum if they wish to become owner of the 

car, including the possibility of getting a loan to finance the lump sum; 

- hand back the car with no further liabilities (if all the conditions on 

mileage, etc have been met)6; 

- use any equity in the car (where the GMFV is below the market value) as 

part of a deposit on a new car. In effect, the dealer pays the GMFV to the 

                                                           
6 If the GMFV is below the value of the car, which is the expected position, the customer 
forgoes the equity they have built up in the car, so this is not a good option for them; if the 
value of the car has depreciated more than expected, despite all the conditions having been 
met, and the GMFV is above the value of the car, this is not an issue for the customer but is 
met by the dealer, or by the financier where it is a subsidiary of a car manufacturer. 
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financial institution and takes the car as a trade-in, with the value over the 

GMFV being credited to the customer. 

 

PCPs are assumed to be a form of hire-purchase transaction and are often 

described as such in the documentation used by credit intermediaries and 

financial institutions. However, there are some significant differences. In 

particular, in traditional hire-purchase agreements the monthly repayments are 

designed to cover the full cost of the car over the period, with the consumer 

owning the car once all the repayments have been made.  The PCP monthly 

payments tend to be smaller, as the consumer is not building up the full equity 

in the car, and the balloon payment due at the end is quite big. 

 

In practice, the tendency in a PCP is that it is rolled over into a new contract at 

or before the end of the monthly payments.  In these cases, the consumer will 

not own the car and the PCP is more a contract for services (the hire of the car) 

than a contract for the sale of goods. 

 

The CCPC website has excellent information for consumers on all aspects of 

PCPs. 

 

4. Scope of this Review 

This Review was conducted by: 

- studying the CCPC, ESRI and Central Bank of Ireland documents; 

- having discussions with the Department of Business, Enterprise and 

Innovation, the Society of the Irish Motor Industry (SIMI), a car 

dealer/credit intermediary, a financial institution involved in the PCP 
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market, the CCPC, the Central Bank, the Consumers’ Association of Ireland 

and the Department of Finance; 

- getting information from the Financial Services and Pensions Ombudsman 

on the complaints they have received on PCPs; 

- viewing whatever information could be found on the internet, including 

the Revenue Commissioners document on the VAT treatment of PCPs and 

a UK Financial Conduct Authority interim report on the motor finance 

market. 

 

 

 

 

 

5. Issues and Conclusions 

The issues dealt with below were identified in the CCPC and ESRI reports, the 

Central Bank survey and/or my review and were discussed with the bodies which 

I met. My analysis and conclusions on each of them are set out after each issue. 

 

5.1 Legislation on PCPs 

There is no specific legislation dealing with PCPs. In the absence of a legislative 

definition, it is generally assumed that they are covered by the hire-purchase 

legislation set out in Part VI of the CCA 1995, since they are broadly similar 

products.  They would also then be covered by Part II of the CCA 1995, dealing 

with Advertising and Offering of Financial Accommodation, which sets out what 

information must be given in a hire-purchase advertisement. 
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SIMI say that PCPs were designed to fit in with the hire-purchase legislation. 

PCPs are generally provided by the same credit intermediaries and financial 

institutions as provide hire-purchase. The documentation used often describes 

them as hire-purchase or consumer hire-purchase. 

 

However, there are also differences between the two products, particularly the 

large balloon payment to be met if the vehicle is to be purchased at the end of 

the process.  There seems to be an element of the provision of services as well 

as the supply of goods in PCPs. PCPs are more complex than hire-purchase, with 

aspects such as restrictions on mileage, wear and tear and servicing conditions 

and crash damage conditions, which can incur penalties for the consumer.  They 

were also, in the initial stages at least, used for higher priced cars than the usual 

hire-purchase agreement. 

 

There have not been any legal decisions in Ireland to determine the status of 

PCPs.  A preliminary ruling by the European Court of Justice in a UK VAT case 

found that PCPs have aspects of both a contract for goods and a contract for 

services but that a determination would need to be made on a case by case basis 

depending on whether there is a realistic prospect that the consumer can avail 

of the opportunity to become the owner of the goods7. 

 

Following this ECJ case, the Irish Revenue Commissioners issued a document in 

April 2018 on the VAT treatment of PCPs8. This document says that Revenue is 

                                                           
7 Commissioners for Her Majesty’s Revenue & Customs V Mercedes-Benz Financial Services 
UK ltd (Case C-164/16)  
8 https://www.revenue.ie/en/tax-professionals/tdm/value-added-tax/part03-taxable-
transactions-goods-ica-services/Financial-Services/vat-treatment-of-personal-contract-
plans.pdf 
 

https://www.revenue.ie/en/tax-professionals/tdm/value-added-tax/part03-taxable-transactions-goods-ica-services/Financial-Services/vat-treatment-of-personal-contract-plans.pdf
https://www.revenue.ie/en/tax-professionals/tdm/value-added-tax/part03-taxable-transactions-goods-ica-services/Financial-Services/vat-treatment-of-personal-contract-plans.pdf
https://www.revenue.ie/en/tax-professionals/tdm/value-added-tax/part03-taxable-transactions-goods-ica-services/Financial-Services/vat-treatment-of-personal-contract-plans.pdf
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prepared to accept that a PCP may be treated as the supply of goods, in the 

same manner as a standard hire-purchase arrangement, where at the outset of 

the agreement the only economically rational choice for the customer is to 

purchase the vehicle at the end of the contract.  Revenue see the requirement 

to purchase the vehicle at the end of the contract as being fulfilled either by the 

payment of the GMFV and taking ownership of the car or by trading in the car 

and entering into a PCP for a new one. 

 

There seems to be general agreement among the organisations spoken to and 

the Revenue Commissioners that PCPs are hire-purchase products and are 

covered by the hire-purchase legislation.  However, it would seem useful to 

obtain legal advice to confirm whether PCPs fall within the CCA 1995 definition 

of “hire-purchase agreement” (or alternatively the definition of “consumer-hire 

agreement”). If this is not confirmed by the legal advice, the present legislation 

should be reviewed with a view to enshrining PCPs in legislation, either as part 

of the hire-purchase provisions or on a separate basis.  This would remove any 

legal doubt about the status of PCPs. 

 

Both the Department of Finance and the Department of Business, Enterprise and 

Innovation are involved with CCA 1995, as are the CCPC and the Central Bank.  

They should all participate in any review.  Since the hire-purchase elements of 

CCA 1995 come under the aegis of the Central Bank, the Department of Finance 

would seem the appropriate body to lead the review. 

 

The Terms of Reference of this review refer also to the European Communities 

(Consumer Credit Agreements) Regulations 2010.  These Regulations relate to 

credit agreements but exclude an agreement for the provision, on a continuing 
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basis, of services or the supply of goods of the same kind, where the consumer 

pays for the services or goods by instalments for the duration of their provision. 

These Regulations also exclude a hiring or leasing agreement where an 

obligation to purchase the object of the agreement is not laid down either by 

the agreement itself or by a separate agreement. As PCPs can be considered as 

either hiring or leasing agreements with no obligation to purchase the car, they 

seem to be outside the scope of the Regulations. 

 

Conclusion 

It would be useful to obtain legal advice to confirm whether PCPs fall within the 

CCA 1995 definition of “hire-purchase agreement” (or alternatively the 

definition of “consumer-hire agreement”).  Then, if this is not confirmed by the 

legal advice, there should be a review of the CCA 1995 with a view to enshrining 

PCPs in the legislation either as part of the hire-purchase provisions or on a 

separate basis.  This would remove any legal doubt about the status of PCPs.  

This should be led by the Department of Finance, with close involvement of the 

Department of Business, Enterprise and Innovation, the CCPC and the Central 

Bank. 

 

5.2 Statistics on PCPs 

Statistics on PCPs were collected for the first time by the CCPC and the Central 

Bank for their studies.  Since the providers of hire-purchase and PCPs are not 

registered as such, the list of providers had to be identified by manual searching 

and may not be complete. 
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PCPs is an area which is growing rapidly, so there is a need to produce these 

statistics on an on-going and regular basis to monitor the further development 

of PCPs and the financial commitments being taken on by consumers. 

 

The Central Bank have indicated that they plan to continue to collect data on 

the Irish PCP market and to publish it alongside their regular publication of 

Credit, Money and Banking Statistics.  However, they are now collecting data 

only from the financial institutions authorised by or registered with the Central 

Bank, not from the wider group of PCP providers covered in their earlier survey.   

 

The latest statistics up to end-June 2018 published by the Central Bank on 13 

September 2018 show that for their reporting population there was €347 million 

of new lending on PCPs in the first six months of 2018, 15% lower than in the 

same period in 2017. Outstanding bank lending for PCPs increased by 13% to 

€1,243 million in the first six months, with the outstanding contracts increasing 

by 10% to 69,668. 

 

The earlier survey by the Central Bank covered as wide a range of PCP providers 

as they could identify.  It was done on a voluntary basis and they consider that 

they do not have a legal mandate to collect statistics from the wider group. 

 

It would be desirable for the Central Bank to collect statistics from all PCP 

providers they can identify, as with their initial statistics, so that the data can be 

complete as possible, even if this is on a voluntary rather than a statutory basis.  

 

Section 65 of the Central Bank Act 1942 as amended seems to give the Bank the 

power to obtain such information as it considers necessary or desirable from 
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“any person” who engages in the business of hire purchase.  It would be useful 

to get legal advice on whether this power could be used to collect 

comprehensive statistics on PCPs. 

 

The Central Credit Register (CCR) recently set up, which comes under the Central 

Bank, does not currently have the legal basis to collect data on hire-purchase 

and PCP finance.  This is intended to be remedied by provisions in the Markets 

in Financial Instruments Bill 2018 which is proceeding through the Oireachtas.  

Upon enactment, hire-purchase and PCP finance will be included in the CCR.  

This will ensure that the CCR gives a more complete picture of the credit position 

of individuals. 

 

The CCR may also provide a basis for compiling a full list of PCP providers, subject 

to the Central Bank having a sufficient legislative authority to use the CCR for 

this purpose.  There could be legal issues in using information collected for a 

different purpose in this way, for example, data protection issues if the list 

contains any personal data.  The recommendations made later in this report may 

lead to registration of providers.  If neither of these routes solves this 

identification problem, the Central Bank should still do its best to make its 

statistics as comprehensive as possible. 

 

Conclusion 

The Central Bank decision to continue to collect and publish statistics on PCPs is 

welcome.  Unfortunately, they are now collecting statistics only from the 

financial institutions authorised by or registered with the Central Bank, not from 

the wider group of PCP providers covered in their earlier survey.  They should 

collect statistics from as wide a base as they can, even if this is on a voluntary 
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rather than a statutory basis. Legal advice should be sought on whether Section 

65 of the Central Bank Act 1942 as amended gives the Bank power to collect 

statistics from all PCP providers. 

 

The proposed legislative change to include hire-purchase and PCP finance in the 

CCR is also welcome. This may provide a basis for the Central Bank to compile a 

full list of PCP providers, though there may be limitations to using CCR data in 

this way, including potential data protection issues. 

 

5.3 Consumer Information 

The CCPC have a key role in providing consumer information and education on 

PCPs.  They have reviewed their material in this area in the light of their own 

and the ESRI research and have recently launched a new information campaign. 

 

The research carried out by the CCPC and the ESRI showed doubt about the 

ability of consumers to make informed decisions about PCPs because of the 

complexity of the product.  The Consumers’ Association of Ireland is also 

concerned about the ability of consumers to understand the PCP conditions 

fully. This may improve as use of the product expands and consumers get more 

used to it.  But the on-going provision of carefully crafted information is certainly 

desirable.  The ESRI study concluded that consumers considering PCP deals need 

good independent advice. The CCPC is best placed to provide this. 

 

Car dealers and credit intermediaries have the direct face-to-face contact with 

consumers.  The information which must be provided in relation to a hire-

purchase agreement is set out in the CCA 1995. If the existing legislation is 

reviewed to introduce specific provisions on PCPs, consideration should be given 
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to whether legal provision should be made for additional information to be 

provided to consumers to cover the complexities of PCPs. 

 

Conclusion 

The CCPC should continue to play the lead role in providing consumer 

information and education on PCPs. If the existing legislation is reviewed to 

introduce specific provisions on PCPs, consideration should be given to whether 

legal provision should be made for additional information to be provided to 

consumers to cover the complexity of PCPs. 

 

5.4 Evidence of Consumer Detriment? 

The CCPC study did not uncover evidence of significant consumer detriment 

arising from the way PCPs operate at present and no other organisations have 

come up with such evidence. 

 

Issues were raised in the CCPC report and the Central Bank Economic Letter 

about matters such as increased indebtedness and the extent of affordability 

and credit checks, which might give rise to problems in the future. The low 

monthly repayments make the PCP attractive, with the large final payment 

being left to the future. There is some evidence that PCP finance is made 

available to consumers who would not be able to get a personal loan and some 

on-line web-sites encourage those who are “bad credits” to avail of car finance, 

though of course they also charge them higher interest rates on the funds 

borrowed. 

 

PCPs differ from hire-purchase in a number of ways.  The large lump sum which 

must be paid at the end of the contract to own the car is the most obvious. But 
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the customer is not committed to owning the car, unlike in a hire-purchase 

agreement9, so the actual financial commitment under a PCP may be less.  In 

practice many PCPs are rolled over by entering into a new PCP contract for a 

new car. 

 

There are also more binding conditions which must be met by the customer 

under a PCP, some of which may not be easy to understand, such as the 

requirement in relation to wear and tear on and damage to the vehicle.  There 

is some evidence that customers may not fully understand or take on board 

these conditions, even when they have been explained to them and are included 

in the contract that they sign. 

 

Under the Financial Services and Pensions Ombudsman Act 2017, a financial 

services provider is defined to include credit intermediaries and an owner of 

goods that are subject to hire-purchase under a hire-purchase agreement.  

Complaints in these areas can be made to the Financial Services and Pensions 

Ombudsman. They have received a small number of complaints, mainly related 

to allegations of poor customer service, an alleged failure to provide information 

in relation to the balance owed and the failure to provide correct calculations 

when requested. 

 

If there is a danger of consumer detriment from PCPs, consideration should be 

given to how this can be prevented or whether the measures needed to prevent 

it would cost more than the likely benefits.  The two main areas where consumer 

                                                           
9 Though the hire-purchase agreement can be terminated at any time, subject to 50% of the 
hire price being paid, under Section 63 of the Consumer Credit Act 1995, as amended.  This 
applies also to PCPs, assuming that they are a form of hire-purchase. 
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detriment could arise are (i) the financial aspects and (ii) the conditions relating 

to the care of the vehicle.  Any necessary action in these areas could be 

undertaken together by one body or separately by two bodies.  These areas are 

explored further below. 

 

Conclusion 

There is no evidence so far of significant consumer detriment arising from PCPs. 

However, potential problems have been identified and it may be useful to deal 

with them before they materialise. Further consideration of who might take any 

necessary action to prevent this arising is set out below. 

 

5.5 Who Provides PCPs? 

PCPs are generally offered by the same organisations which provide hire-

purchase.  Part VI of the CCA 1995 deals with hire-purchase and this Part comes 

within the remit of the Central Bank. 

 

There is no provision in the legislation for the authorisation of hire-purchase 

providers (i.e. the financial institutions underwriting PCPs).  The CCA 1995 

provides for issues such as the form and content of hire-purchase agreements, 

the right of the hirer to determine the agreement and the authorisation of credit 

intermediaries. 

 

Is there a case for providing for the specific authorisation of hire-purchase and 

PCP providers? Those involved in the provision of PCPs are credit intermediaries 

(usually car dealerships) and financial institutions. 
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The car dealership may act as credit intermediary for one or more financial 

institutions. The dealer provides the car to the customer and, in its credit 

intermediary role, arranges the financing end where requested by the customer. 

Credit intermediaries are key players in the PCP market, forming the link 

between the customer and the financial institution. They are already licensed by 

the CCPC. 

 

The financial institutions which provide the funds are the most important 

players.  Most, but not all, of these financial institutions are authorised by the 

Central Bank for activities other than hire purchase. 

 

The question of whether further regulation is needed of credit intermediaries or 

financial institutions providing PCPs is considered below. 

 

Conclusion 

Consideration of whether there is a need for further regulation of Credit 

Intermediaries or financial institutions providing PCPs is set out below. 

 

5.6 Regulation of Credit Intermediaries 

Part XI of the CCA 1995 deals with Credit Intermediaries and this Part comes 

under the remit of the CCPC. 

 

Section 2(1) of the CCA 1995 defines a credit intermediary as: 

“a person, other than a credit institution or a mortgage lender, who in the course 

of his business arranges or offers to arrange for a consumer the provision of 

credit or the letting of goods in return for a commission, payment or 
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consideration of any kind from the provider of the credit or the owner, as the 

case may be.” 

 

The CCA 1995 provides for the annual authorisation of credit intermediaries to 

act on behalf of specific named undertakings. Some specific requirements are 

set out, such as what should be included in the authorisation and an obligation 

to display the authorisation in the credit intermediaries’ premises. 

 

The CCPC have power under Section 5(f) of the CCA to publish codes of practice 

for areas under their aegis, including credit intermediaries. However, they 

consider that the code could only relate to the items set out in the legislation, 

such as the obligation for the credit intermediary to set out in writing the terms 

of the financial arrangement, and that they do not have a more general power 

to set out a code. No such code has been published for credit intermediaries. 

 

The question arises as to whether there is a need for greater regulation of credit 

intermediaries in the context of PCPs.  As the title indicates, in matters of credit 

they operate on behalf of financial institutions, not on their own behalf. 

 

They provide information to the customer, particularly that which must be 

covered under the CCA 1995 for hire-purchase transactions. In the case of PCPs, 

the credit intermediary now has the task of explaining to the customer all the 

terms of the PCP, including mileage restrictions, wear and tear conditions and 

the financial package available, though this is not set out specifically in 

legislation. 
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No particular concerns have been identified regarding these aspects of PCPs, 

though there is concern that the customer may not fully understand the 

conditions.  The ESRI study suggests that consumers considering PCP deals need 

good independent advice. 

 

The CCPC provide excellent information on PCPs on their website.  This could be 

developed further to put more emphasis on and explanation about the mileage 

and other conditions included in PCPs.  For example, the main CCPC section on 

PCPs makes no mention of them in the section on “Starting a PCP” but leaves 

them to a final section on “At the end of the PCP”.  Given that customers may 

not proceed beyond the first section when entering into a PCP, could these 

conditions be at least highlighted in the first section to draw attention to them?  

A further suggestion that has been made to me and seems worth considering is 

whether the CCPC could turn their briefing material into a printed document for 

the dealers to provide to customers looking at a PCP, though there would be 

doubt about how many customers would actually read it. 

 

The main concern that has been raised about PCPs is whether there is an 

adequate check on whether the customer has the financial capacity to take on 

the PCP commitment. This falls between the credit intermediary who deals 

directly with the customer and the financial institution which provides the 

funding.  At present, the credit intermediary collects information from the 

customer on family and employment status and income and passes this on to 

the financial institution. 

 

Since the credit intermediary deals with the customer face to face, a case could 

be made that the credit intermediary should do all the checking on the 
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customer, including the financial capacity.  This would leave the credit 

intermediary responsible for all customer issues.  New legislation would be 

necessary to put this requirement on credit intermediaries. 

 

However, the body which takes the decision on whether to provide financing is 

the financial institution, not the credit intermediary.  The financial package is 

determined by the financial institution and is not adjustable by the credit 

intermediary.  It would seem more logical to put the responsibility to check the 

financial capacity on the financial institution rather than the credit intermediary. 

 

There may be a case for strengthening the requirements for the information 

which credit intermediaries must provide to the consumer in relation to PCPs.  

This could be reviewed as part of any review of the legislation for PCPs and hire-

purchase. 

 

Another option would be for the Society of the Irish Motor Industry to develop 

a code of conduct for its members dealing with PCPs. 

 

Concern was expressed in the CCPC report about the speed with which PCP 

transactions can be completed and whether the customer could fully digest and 

understand all the information in a short period.  A slowing down of the process 

was suggested to me as being desirable.  However, the CCA 1995 already 

provides for a cooling-off period, where the customer has the right to withdraw 

from a hire-purchase agreement within 10 days of receipt of a copy of the 

agreement, though this can be waived by the hirer.  It is not clear that a further 

cooling-off period before signing the agreement would be useful or how it would 

work in practice. 
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Conclusion 

There does not seem to be a need to introduce a stronger regulatory regime for 

credit intermediaries. 

 

The CCPC information material on PCPs could be strengthened to put more 

emphasis early on in it on the mileage and other conditions applied in PCPs and 

perhaps a printed explanatory guide could be developed by the CCPC for dealers 

to give to customers. 

 

To the extent that there is a gap in relation to checking the financial capacity of 

the customer, that should fall within the remit of the financial institution, not 

the credit intermediary. 

 

If there is a need for a legal requirement for more information to be supplied to 

the consumer in relation to the non-credit aspects of PCPs, this should be looked 

at as part of any review of the legislation for PCPs and hire-purchase.  Another 

option would be for SIMI to develop a code of conduct for its members dealing 

with PCPs. 

 

5.7 Regulation of Financial Institutions Providing PCPs 

There is a range of financial institutions providing PCPs.  Many of these are 

already authorised by the Central Bank as credit institutions or retail credit firms, 

or are regulated by the Central Bank in Ireland for conduct of business rules, 

with the main regulation being abroad. 
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However, these financial institutions are not specifically authorised for their PCP 

activities and there are other PCP providers who do not need authorisation by 

the Central Bank at all.  The Central Bank survey suggests that some 82% of PCP 

contracts are provided by Irish resident banks with the remainder relating to 

PCPs advanced by non-bank entities. 

 

As already discussed above, the decision to grant funding for PCPs rests with the 

financial institution, so there is a prima facie case for putting the onus on the 

financial institution to check the financial capacity of the customer.  The CCPC 

survey found that “the majority of financial institutions underwriting PCPs did 

not confirm that they consistently perform standard detailed affordability 

checks on potential PCP clients”10.  This wording seems to be carefully crafted, 

with the emphasis on “did not confirm” rather than that they said that they did 

not do these checks. CCPC have advised me that the responses were quite 

vague,  in that many respondents said that they did affordability checks but 

when questioned further there was no detail forthcoming as to the processes 

and procedures around when and how checks were conducted. This suggests 

that a significant number of financial institutions may not perform such 

affordability checks on PCP customers. 

 

Specific responsibility should be put on the financial institutions to check the 

financial capacity of the customer. The Central Bank would be the appropriate 

body to do this, since most of them are already authorised by the Central Bank 

for activities other than hire purchase.  But it would be desirable that all financial 

institutions providing PCP finance would be covered.  The Central Bank say that 

this would require new legislation to introduce an authorisation regime for hire 

                                                           
10 Paragraph 2.36 
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purchase/PCP providers and thus to give the Central Bank the necessary powers 

to apply relevant regulatory requirements, including the Consumer Protection 

Code 2012, to all hire purchase/PCP providers, where appropriate.  This is 

considered further below. 

 

The Central Bank process for authorising financial institutions is rigorous - 

analysis of business models and plans, vetting the key individuals involved, 

examining the ownership structure, doing due diligence on the institution, etc - 

and generally goes well beyond the authorisation system set out for credit 

intermediaries in the CCA 1995.  It is not clear at this stage that this rigorous 

vetting would be warranted given the lack of evidence of consumer detriment. 

Whether it can be achieved more simply is considered below. 

 

Conclusion 

A requirement should be put on the financial institutions by the Central Bank to 

check the financial capacity of the customer taking on a PCP. The Central Bank 

say that legislation would be required to introduce an authorisation regime for 

hire purchase/PCP providers and thus give the Central Bank the power to apply 

relevant regulatory requirements, including the Consumer Protection Code 

2012, to all hire purchase/PCP providers, where appropriate. This could mean 

that all these bodies would need to be authorised by the Central Bank. It is not 

clear at this stage that the rigorous vetting normally done by the Bank as part of 

an authorisation regime would be warranted for PCP providers given the lack of 

evidence of consumer detriment. Whether it can be achieved more simply is 

considered below. 
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5.8 Central Bank Consumer Protection Code 

The Central Bank Consumer Protection Code11 was introduced in 2006 to ensure 

a consistent level of protection for consumers of entities regulated by the 

Central Bank, regardless of the type of financial services provider they choose. 

The 2006 Consumer Protection Code applied to “the services of all financial 

services providers operating in the State for which they require to be authorised 

by, or registered with the Financial Regulator”. 

 

In 2008, following the amendment of the Central Bank Act 1997 to introduce an 

authorisation requirement for retail credit firms, an Addendum to the 2006 

Code was introduced for the purposes of applying the Code to retail credit firms. 

The Addendum dis-applied the 2006 Code to the provision of hire-purchase 

agreements. The provision of hire-purchase agreements continued to be 

excluded from the scope of the Consumer Protection Code 2012. Legal advice 

obtained by the Central Bank concluded that the Central Bank does not have the 

power to impose the Consumer Protection Code 2012 on hire-purchase 

providers. 

 

If the Code is to be applied to all entities providing PCPs, the Bank consider that 

primary legislation will be needed to introduce an authorisation regime for hire-

purchase/PCP providers. 

 

The main part of the Code which seems relevant to PCPs is Chapter 5 “Knowing 

the Consumer and Suitability”. In particular, paragraph 5.9 on “Assessing 

affordability of credit” provides: 

                                                           
11 http://www.centralbank.ie/regulation/consumer-protection/consumer-protection-codes-
regulations 
 

http://www.centralbank.ie/regulation/consumer-protection/consumer-protection-codes-regulations
http://www.centralbank.ie/regulation/consumer-protection/consumer-protection-codes-regulations
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“Prior to offering, recommending, arranging or providing a credit product 

to a personal consumer, a lender must carry out an assessment of 

affordability to ascertain the personal consumer’s likely ability to repay 

the debt, over the duration of the agreement.” 

 

It then goes on to specify what that affordability assessment must include. 

 

Not all parts of the Code would be relevant to PCPs.  It should be possible to 

identify the relevant parts so as to minimise any additional burden being placed 

on financial institutions. 

 

There is not sufficient evidence of a need for full regulation of PCP financiers not 

otherwise authorised by the Central Bank. It is not clear at this stage that the 

rigorous vetting involved would be warranted, given the lack of evidence of 

consumer detriment. 

 

However, it would seem desirable that the Code should apply to them, 

particularly Chapter 5 of the Code.  Some ways in which this could be done are 

considered below. 

 

 

(1) Review the Central Bank’s legal position 

The Central Bank consider, based on legal advice, that they cannot impose codes 

of practice on persons not authorised by it due to the wording of Section 117 of 

the Central Bank Act 1989 which provides: 

“The Bank may, after consultation with the Minister, from time to time 

draw up, amend or revoke, in relation to any class or classes of licence 
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holders or other persons supervised by the Bank under this or any other 

enactment, one or more than one code of practice concerning dealings 

with any class or classes of persons and every such code shall be observed 

by the licence holders, or other persons so supervised, to whom they 

relate.” 

 

In addition, the Central Bank are of the view that they do not have the power 

under Section 117 of the Central Bank Act 1989 to impose the Code with respect 

to hire purchase activities carried out by persons authorised by the Central Bank 

to provide other financial services. Even if it were possible to apply the Code to 

the hire purchase activities of persons authorised by the Central Bank for other 

activities, this could easily be circumvented by such regulated persons 

restructuring their hire purchase/PCP activities into a separate legal entity which 

would not require authorisation from the Central Bank. 

 

This legal advice could be reviewed externally to see if it fully reflects the 

provisions of the Central Bank Act 1942, as amended, and the CCA 1995. 

 

In particular, the 1942 Act defines a (Central Bank) “regulated financial service 

provider” as, inter alia, a “financial service provider whose business is subject to 

regulation by the Bank under this Act or under a designated enactment or a 

designated statutory instrument”.  One of the “designated enactments” set out 

in Schedule 2, Part 3 of the Act is the CCA 1995.  Subject to legal advice, this 

could possibly be interpreted as bringing the PCP and hire-purchase providers 

within the definition of a regulated financial service provider, allowing the Bank 

to apply the Code to them. 
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This should be thoroughly reviewed before new legislation is considered. 

 

(2) Introduce an authorisation system for PCP providers 

If the legal review concludes that new legislation is required to apply the Code 

to all PCP providers, could a way forward be found which will not impose too 

much of a burden on the Central Bank and the PCP providers.  The Central Bank 

will want to ensure that it is a meaningful authorisation system, but the extent 

of the authorisation requirements laid down and the degree of supervision 

involved should reflect that the motivation behind the move is simply to apply 

appropriate parts of the Consumer Protection Code to PCP providers.  This can 

all be considered in preparing the necessary legislation. 

 

Conclusion 

While the need for full regulation of PCP financiers is not evident at this stage, it 

is recommended that relevant sections of the Consumer Protection Code should 

be applied to PCP providers and that all entities providing credit in this way 

should be covered. 

 

An external review of the Central Bank’s legal position should be carried out to 

see whether the Code can be applied to PCP providers under the existing legal 

provisions of the Central Bank Act and the CCA 1995. 

 

If this does not provide a way forward, consideration should be given to 

legislation providing for an authorisation system for PCP providers which does 

not impose too much of a burden on the Central Bank or the PCP providers.  The 

degree of supervision involved should reflect that the motivation behind the 
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move is simply to apply appropriate parts of the Consumer Protection Code to 

PCP providers. 

 

5.9 Sanctions 

The Central Bank is empowered to use its administrative sanctions procedures 

to address breaches of the CCA 1995 which come under its remit. 

 

The CCPC has power to prosecute for breaches but does not have access to 

administrative sanctions. Is there a case for giving administrative sanction 

powers to the CCPC? 

 

There is no evidence that the absence of administrative sanctions is a significant 

issue at present in relation to PCPs. Since this report does not suggest adding to 

the CCPC responsibilities in relation to PCPs, it is not proposed that the CCPC 

should be given access to administrative sanctions in relation to PCPs. 

 

Conclusion 

It is not proposed that the CCPC should be given access to administrative 

sanctions in relation to PCPs. 

 

6. Summary of Conclusions 

 It would be useful to obtain legal advice to confirm whether PCPs fall 

within the CCA 1995 definition of “hire-purchase agreement” (or 

alternatively the definition of “consumer-hire agreement”).  If this is not 

confirmed by the legal advice, there should be a review of the CCA 1995 

with a view to enshrining PCPs in the legislation either as part of the hire-

purchase provisions or on a separate basis.  This would remove any legal 
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doubt about the status of PCPs.  This should be led by the Department of 

Finance, with close involvement of the Department of Business, 

Enterprise and Innovation, the CCPC and the Central Bank. 

 

 The Central Bank decision to continue to collect and publish statistics on 

PCPs is welcome.  Unfortunately, they are now collecting statistics only 

from the financial institutions authorised by or registered with the Central 

Bank, not from the wider group of PCP providers covered in their earlier 

survey.  They should collect statistics from as wide a base as they can, 

even if this is on a voluntary rather than a statutory basis.  Section 65 of 

the Central Bank Act 1942 as amended seems to give the Bank the power 

to obtain such information as it considers necessary or desirable from 

“any person” who engages in the business of hire purchase.  It would be 

useful to get legal advice on whether this power could be used to collect 

comprehensive statistics on PCPs. 

 

 The proposed legislative change to include hire-purchase and PCP finance 

in the CCR is also welcome. This may provide a basis for the Central Bank 

to compile a full list of PCP providers, though there may be limitations to 

using CCR data in this way, including potential data protection issues. 

 

 The CCPC should continue to play the lead role in providing consumer 

information and education on PCPs. If the existing legislation is reviewed 

to introduce specific provisions on PCPs, consideration should be given to 

whether legal provision should be made for additional information to be 

provided to consumers to cover the complexity of PCPs.   
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 The CCPC information material on PCPs could be strengthened to put 

more emphasis early on in it on the mileage and other conditions applied 

in PCPs and perhaps a printed explanatory guide could be developed by 

the CCPC for dealers to give to customers. Another option would be for 

SIMI to develop a code of conduct for its members dealing with PCPs. 

 

 There is no evidence so far of significant consumer detriment arising from 

PCPs. However, potential problems have been identified and it may be 

useful to deal with them before they materialise. 

 

 There does not seem to be a need to introduce a stronger regulatory 

regime for credit intermediaries. 

 

 While the need for full regulation of PCP financiers is not evident at this 

stage, it is recommended that relevant sections of the Central Bank 

Consumer Protection Code should be applied to PCP providers and that 

all entities providing credit in this way should be covered. 

 

 In particular, a requirement should be put on the financial institutions by 

the Central Bank to check the financial capacity of the customer taking on 

a PCP, as in Section 5.9 of the Consumer Protection Code. 

 

 The Central Bank say that legislation would be required to introduce an 

authorisation regime for hire purchase/PCP providers and thus give the 

Central Bank the power to apply relevant regulatory requirements, 

including the Consumer Protection Code 2012, to all hire purchase/PCP 

providers, where appropriate. This could mean that all these bodies would 
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need to be authorised by the Central Bank. It is not clear at this stage that 

the rigorous vetting normally done by the Bank as part of an authorisation 

regime would be warranted for PCP providers, given the lack of evidence 

of consumer detriment. 

 

 An external review of the Central Bank’s legal position should be carried 

out to see whether the Code can be applied to PCP providers under the 

existing legal provisions of the Central Bank Act and the CCA 1995. 

 

 If this does not provide a way forward, consideration should be given to 

legislation providing for an authorisation system for PCP providers which 

does not impose too much of a burden on the Central Bank or the PCP 

providers.  The degree of supervision involved should reflect that the 

motivation behind the move is simply to apply appropriate parts of the 

Consumer Protection Code to PCP providers. 

 

 It is not proposed that the CCPC should be given access to administrative 

sanctions in relation to PCPs. 

 

Michael G Tutty 

14 September 2018 
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7. Annex 1 

7.1 Terms of Reference 

 

The Department is seeking a desk based review of the current Personal Contract 

Plan market and regulatory structure, with particular reference to recent reports 

by the Competition and Consumer Protection Commission and Central Bank of 

Ireland. 

 

The reviewer should contact both report authors and also contact other 

stakeholders (DoF and DBEI) for their views. 

 

The reviewer should produce a report analysing the adequacy of consumer 

protection in relation to PCPs in the current system and, if necessary, making 

recommendations for how any identified gaps in consumer protection in 

relation to PCPs should be addressed. 

 

The report must take full account of all legislation in relation to consumer credit 

and consumer protection, including the Consumer Credit Act 1995 as amended, 

the Central Bank Acts, Central Bank Codes of Conduct and the European 

Communities (Consumer Credit Agreements) Regulations 2010. 

 

The report will be used to inform policy on which public body would be most 

appropriate to have future responsibilities for consumer protection in relation 

to PCPs and how this should be achieved. Therefore it is important that the 

report contains evidence to support its conclusions. 

  



34 | P a g e  
 

8. Annex 2 

8.1 Recommendations of the Competition and Consumer Protection 

Commission report “Personal Contract Plans: the Irish Market” 6 March 2018 

 

Recommendation 1: Monitor development of the sector 

As noted in this report, PCPs are a significant part of the car finance market. The 

CCPC collected data on a voluntary basis for the purposes of this study. 

Consideration should be given to how this data should be collected on a 

statutory basis in order to track and monitor the development of the market. 

There is some volatility evident in the development of the PCP market which 

would emphasise the need for ongoing monitoring of both the size of the sector 

in terms of the numbers and values of PCPs underwritten, but also the 

penetration in the second-hand car market. 

 

Recommendation 2: Ongoing consumer information and education 

The evidence collected for this study will further inform the information that the 

CCPC currently provides to consumers in relation to PCP agreements. As a result 

the CCPC has begun a full review of its information, taking account in particular 

of the findings of the consumer research, the PRICE Lab research and more 

generally how consumers make decisions in this market. The CCPC will complete 

this review by the end of April 2018. 

 

The CCPC should also continue to conduct public awareness initiatives to 

highlight key issues, including: 

(a) That PCPs may be a cost-effective way of driving a new car, but not 

necessarily owning a new car 

(b) That the GMFV should not be seen as a deposit for a future car 
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(c) That paying a large deposit on a PCP can have implications for consumers 

who want to roll their PCP at the end of the agreement, in terms of them having 

a smaller deposit than for their first PCP, leading to higher monthly repayments 

(d) That consumers have the right to terminate a PCP agreement under section 

63 of the CCA 1995 

 

Recommendation 3: Review or amend Consumer Credit Act 1995, as amended 

The Consumer Credit Act 1995, as amended (CCA 1995), outlines the legislative 

framework for hire purchase agreements. The view of the CCPC, explained in 

detail in Chapter 4, is that a PCP is likely to be considered a type of hire purchase 

agreement. However, the concept of a PCP is not expressly defined in the CCA 

1995, as it was not an established form of car finance when the CCA was 

enacted, or last reviewed in 2003. It would appear, given the significance of the 

PCP market, that it would be timely for the CCA 1995 to be reviewed to ensure 

its suitability in relation to this specific, new form of car finance. 

 

Recommendation 4: Update regulatory regime to increase consumer 

protection 

Given the considerable complexity attached to PCP and the regulatory 

imbalance when compared to other forms of car finance, it is recommended that 

PCP be brought within the scope of the Central Bank’s Consumer Protection 

Code. This would have the effect of mirroring the protections that are currently 

afforded to consumers who purchase other types of financial products, including 

suitability and affordability checks and general requirements around the 

provision of information. 
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Section 8H of the CCA is mentioned as one of legal bases upon which the Central 

Bank issues its Consumer Protection Code. Consideration should be given to how 

the protections under the Code could be extended to consumers of hire 

purchase agreements including PCP contracts. Separately the Central Bank has 

functions for the purpose of the CCA 1995, including “to publish codes of 

practice setting out conduct relating to agreements to which the designated 

provisions apply, in order to secure transparency and fairness in relation to the 

terms of those agreements and the conduct of agents dealing with consumers 

under those contracts”. If a revised Consumer Protection Code were adopted, it 

could include provisions relating to the obligations of those who are engaged in 

the provision of PCP financing. Any breach of those provisions committed by a 

regulated financial service provider would be subject to the Central Bank’s 

administrative sanctions procedure as set out in Part IIIC of the Central Bank Act. 

Otherwise the possibility of the Central Bank issuing a standalone code of 

practice under the CCA 1995 should be given further consideration. 

 

Recommendation 5: Implement interim arrangement to enhance consumer 

protection 

A transitionary or interim arrangement could be considered where the Central 

Bank instructs regulated entities underwriting PCPs to only underwrite PCPs 

where the credit intermediary can demonstrate that it has introduced 

standardised affordability checks, communicated relevant information in a 

clear, fair and non-misleading manner and provided a standard information 

sheet. However, it is acknowledged that such a regime would likely to be a 

voluntary measure. 
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9. Annex 3 

9.1 ESRI Research Bulletin September 2018 “Do Consumers Understand PCP 

Car Finance? An Experimental Investigation”: Results and Policy Implications 

 

RESULTS  

Consumers made significantly more inconsistent decisions when choosing 

between pairs of PCP deals than when choosing between pairs of more 

traditional Hire Purchase deals. When rating PCP offers, almost one quarter of 

the time, consumers judged an inferior deal to be better than another that was 

objectively superior. Perhaps most striking was performance on the multiple-

choice questions. Comprehension of the central facts and concepts surrounding 

PCP deals was poor, with 23 of the 100 participants performing no better than 

chance. This was despite rewards for good responses and the fact that more 

than half of the sample were educated to degree level.  

Encouragingly, however, errors reduced significantly after participants read the 

independent advice. Ratings became more accurate and answers to 

comprehension questions improved, especially among the group that received 

the advice that contained an explanatory diagram. 

 

POLICY IMPLICATIONS  

The findings raise concerns from a consumer protection perspective and suggest 

that PCP plans should be considered a complex financial product. The scale of 

misunderstanding recorded implies that many car buyers are unlikely to grasp 

important aspects of these large financial transactions. Of particular concern is 

comprehension of what can happen at the end of a PCP deal. A proportion of 

consumers may be surprised to discover that after putting down a deposit, 
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making three years of monthly payments, caring for the car and staying within 

agreed mileage limits, they end up owning little or no asset in return.  

The experiment also suggests that consumers considering PCP deals need good, 

independent advice. Its findings can be used to improve the effectiveness of 

material generated by policymakers. They also raise the issue of how best to get 

good advice in front of car buyers. Overall, the scale of misunderstanding 

revealed here can be taken to support a more interventionist approach, perhaps 

mandating more effective disclosures at the point of sale or standardising some 

aspects of PCP deals. Such interventions could be experimentally pre-tested for 

effectiveness. 
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10. Annex 4 

10.1 Central Bank of Ireland Economic Letter (Revised Data) Vol 2018, No.2 

Summary 

In summary, this Letter presents descriptive statistics and stylised facts of the 

Irish car finance market, and PCP market, in particular. We show that the PCP 

market currently stands at €1.4 billion, with the majority of PCP contracts 

underwritten by banks. While we do not address wider policy implications at this 

juncture, a number of questions arise which have potential financial stability and 

consumer protection implications. Some important areas to consider are: 

 The incentives dealerships/banks offer consumers in an effort to retain 

and ensure repeat business; 

 Increased indebtedness, as analysis suggests that many consumers take 

out a term loan to finance the final instalment of the PCP, pushing up the 

overall cost of credit to the consumer; 

 The extent of affordability and credit checks on PCP finance 

arrangements; and 

 The banking system’s exposure to the car finance market in general, 

should a shock to the second-hand car market occur. 

 

The Irish PCP market is in its early years and some of the above concerns will not 

yet be examinable. However, using this new data source, we can track and 

analyse future developments in the sector as they occur. 
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11. Annex 5 

11.1 Acronyms 

 

CCA 1995  Consumer Credit Act 1995, as amended 

CCPC   Competition and Consumer Protection Commission 

CCR   Central Credit Register 

ESRI                          Economic and Social Research Institute 

PCP   Personal Contract Plan 

SIMI   Society of the Irish Motor Industry 

 


