


In early March, BPFI member retail banks, non-bank and specialist 
lenders and credit servicing firms announced the availability of a 
payment break of up to 3 months for customers with personal loans and 
mortgages (loans). This was done in light of the fact that many people 
had found themselves out of work or with a significantly reduced income 
because of COVID-19. 

At the end of April, BPFI members announced an extension of 3 months 
to the payment break for those customers who may need it.

This guide provides information on the payment break, how it will affect 
your loan and things to consider to help you decide if you need a payment 
break or to extend your existing payment break. 

This guide also provides information on what to do if you find you are 
unable to return to full repayments after taking a payment break. 

If at any stage during the payment break you are concerned 
about being able to return to full repayments, you should 
contact your lender as soon as possible. 

There are options available and your lender will work with 
you to agree the best solution for you, taking into account 
your individual circumstances. 
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What is a payment break?

A payment break gives you a break from repaying your mortgage or 
personal loan. Under a payment break agreed with your lender, the loan 
repayments or part of the loan repayments are postponed for an agreed 
period of time. While there are no upfront costs associated with the 
payment break, you will however be charged interest on any repayments 
that are not made over the course of the payment break. What this means 
for your repayments is explained later in this guide.

A payment break is available for up to 3 months. On expiry of the initial 
3-month payment break, you may apply for an extension to the payment 
break of up to a further 3 months. You might do so if you are still impacted 
by COVID-19 and not yet in a position to return to full repayments, but you 
expect to be able to return to full repayments at the end of the payment 
break extension.

Should I consider taking a payment break?

If you have been impacted by COVID-19, a payment break provides you with 
breathing space - you don’t have to be concerned about having to make full 
loan repayments at the present time. You may need a payment break now 
because your financial circumstances have deteriorated since March when 
lenders first made payment breaks available. 

BPFI and its members have useful information about payment breaks on 
their websites, which may help you to decide if you need to apply to your 
lender for a payment break.
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Will taking a payment break affect my credit record?

There will be no impact to the Central Credit Register or the Irish Credit 
Bureau credit records of borrowers who avail of a payment break as a result 
of being financially impacted by COVID-19.

Can I still apply for a payment break? 

If you haven’t already availed of a payment break but have been impacted 
by COVID-19 and feel you may have difficulty meeting repayments, it is 
essential that you contact your lender as early as possible to be able 
to avail of a payment break and to allow your lender sufficient time to 
process your application before 30th June. 

This deadline of 30th June 2020 has been set by the European Banking 
Authority (EBA) for lenders to process and grant payment breaks to 
customers. 

Contact your lender directly to get the payment break. Payment breaks 
are not being applied automatically to customers’ accounts - you need 
to contact your lender to inform them that you have been impacted by 
COVID-19 and are unable to meet your repayments as a result. 
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Can I get an extension to the payment break? 
If so, should I take it?

If you have already have a payment break, you may now need an extension 
to the initial payment break because you have not yet returned to work 
or because your income is not yet back to what it was to allow you to start 
making full repayments again. 

It may be the case that you do not need a further break and you can return 
to making full repayments. It is important that you return to making full 
repayments once you are able to do so, as this would make the loan less 
costly for you in the longer term than if you were to continue on a payment 
break.

It may be the case that you can start to make some repayments on your 
loan, although this might not be the full amount you were paying before 
COVID-19. You may be able to afford “interest only” payments or “part 
capital and interest”. It is important that you consider this option and make 
some repayment, if you can afford to, as it means you will have a lower 
overall amount outstanding to be repaid when the payment break ends; and 
the overall cost of credit on your loan and your monthly repayments will be 
lower than if you took a full payment break for a further 3 months. This will 
be in your interests in the longer term.  
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How do I get an extension to the initial payment break?

If you availed of the initial break, you will be contacted by your lender in the 
coming weeks, as the end of the initial payment break approaches. 

You do not need to do anything about getting an extension to the 
payment break until your lender makes contact with you. It is important 
that you talk to your lender so that you can understand the various options 
available to help you decide if you need a further break from repayments.

However, if at any stage during the payment break you are concerned about 
being able to return to full repayments, you should contact your lender as 
soon as possible. 

Does the extended payment break differ from the 
first payment break?

For most customers, it is likely that there will be no difference between  
how the initial payment break and the extended payment break works. 
However, during the payment break extension you can expect to receive 
more communications from your lender, so that you can prepare for when 
the extended payment break ends. 

It is important that you engage with your lender when they contact you,  
so that you understand the options available to you after the payment  
break ends. 



8 A Guide to the COVID-19 Payment Break 

What should I do if I can return to full repayments before 
the end of the payment break?

If you are able to return to making full repayments earlier than expected, 
you should contact your lender to let them know. Returning to full 
repayments sooner will make the loan less costly for you in the longer term 
than if you were to continue on a payment break.

What will a payment break cost me?

There is no upfront cost associated with availing of the payment break. 
However, you will be charged interest on any repayments that are not made 
over the course of the payment break - the initial 3 months and for any 
additional months you avail of. 

This is because when a customer has a payment break, the interest 
continues to be charged to the account, increasing the overall outstanding 
balance or what you owe as a result. This means that at the end of the 
payment break, the balance is higher and therefore, the total amount a 
customer pays back to the lender over the lifetime of the loan is higher. 
What this means for you will depend on the interest rate on your loan and 
the value of your monthly repayments. Your lender will provide you with 
details of these costs specific to your loan.
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What will happen if I don’t start making repayments again 
after an extended payment break? 

It is important that you start making repayments towards your loan as soon 
as you are able to do so. Not making full repayments can lead to:

•  Your loan being classified as pre-arrears or arrears - this means your 
income and expenditure will need to be assessed by your lender to 
determine how much you can pay towards your loan and for how long an 
alternative repayment arrangement should be in place. Your lender will 
work with you on a range of solutions that will help you get back on track 
if this is the case.

•  Your credit record being impacted - lenders are required by law to report 
all outstanding loans to the Central Credit Register (CCR). Some lenders 
also report outstanding loans to the Irish Credit Bureau (ICB). A poor 
record on either register may impact your ability to get approval  
for credit in the future. 

If my situation hasn’t improved during or by the end of the 
extended payment break, what should I do? 

For Mortgages

If your situation hasn’t improved and you don’t feel you can return to 
making full repayments on your mortgage, you should:

•  Contact your lender as soon as possible - in this way, your lender may be 
able to identify a solution for you. Don’t ignore the problem - that’s the 
worst thing you can do.
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•  Look at your financial situation - your lender will provide you with a 
Standard Financial Statement (SFS) to help you do this. 

•  Respond to communications from your lender - at all times your lender 
is willing to engage with you to see if a solution can be found for the 
problem you have making repayments on your mortgage. 

If you fall behind on your mortgage repayments or if you tell your lender 
that you are at risk of falling behind on your mortgage repayments, your 
lender is required to follow the rules of the Central Bank of Ireland’s Code 
of Conduct on Mortgage Arrears (CCMA), including the Mortgage Arrears 
Resolution Process which is set out in the CCMA. 

What is the Mortgage Arrears Resolution Process and what does it involve?
The Mortgage Arrears Resolution Process or MARP is a four-step process 
requiring:

1. Communication with the borrower - the MARP sets out how your lender 
should contact you and what information your lender should give you if 
you find you are unable to make repayments on your mortgage. 

2. Seeking financial information from the borrower - it also sets out what 
information your lender will need from you to look at your financial 
situation and to understand what repayments you can make towards 
your mortgage. As part of this process, you will be asked to complete a 
SFS, as mentioned above. This will inform your lender of your financial 
situation.
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3. Assessment - the information provided to your lender in the SFS will 
allow your lender to assess what alternative options are available to 
allow you to make some repayments on your mortgage.

4. Resolution - Depending on your individual circumstances, your mortgage 
may be restructured into an Alternative Repayment Arrangement (ARA), 
which will mean revised repayments on your mortgage for an agreed 
length of time.

Your lender will engage with you to discuss and explain what all of this 
means for you. 

For Personal Loans

If your situation hasn’t improved and you don’t feel you can return to 
making full repayments on your personal loan, it is important that you 
contact your lender to discuss the options available. 

Your lender will work with you to agree an approach to resolving any 
arrears that may have arisen, which may include an agreement to revise  
the amount of the repayments to a level that is more affordable to you. 
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How will my mortgage repayments be impacted by taking a 
payment break? 

At the end of the payment break, your monthly mortgage repayments will 
be recalculated to take into account the repayments that were put on hold 
or reduced and the interest charged during the payment break. 

There are two options that may be available when the payment break ends: 

•  Option 1: Repayments over the existing term
  If you continue repayments within the existing term or length of the 

mortgage, your monthly repayments will be higher. This is because the 
repayments that were put on hold or reduced and the interest charged 
during the payment break will be spread over the remaining monthly 
loan repayments. Your lender will advise you of the revised monthly 
repayments.

•  Option 2: Repayments over an extended term 
  If your lender offers you the option to extend the term or length of your 

mortgage, the repayments that were put on hold or reduced and the 
interest charged during the payment break will be recalculated over a 
longer term. Your loan will be extended to correspond to the length of the 
payment break you availed of, and the repayments that were put on hold 
or reduced during the payment break will be collected over the extended 
term. You should be aware that there are a few things that you should 
consider if you choose to extend the term of your loan e.g., for all loans, 
it will cost you more over the life of the loan and specifically in the case 
of a mortgage, your life assurance may need to be extended to cover the 
extended term of your mortgage. 

Your lender will advise you of the impact of a term extension on your 
monthly repayments and anything else you may need to consider, as a 
result of extending the term of your loan. 
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Will I be able to make extra payments on my mortgage to 
catch-up on the payments missed during COVID-19? If I can, 
will it cost me to do so?

Before COVID-19, some lenders offered customers the opportunity to 
make additional payments towards their mortgage called “overpayments”. 
Overpayments can be made towards your mortgage as a regular payment 
or as a lump sum. Lenders that offer this option have information on their 
websites. You should speak to your lender to fully understand any terms 
and conditions involved, which can be determined by the type of mortgage 
you have i.e., variable rate or fixed rate, and if any charges are involved.

Is there anything I should do while I’m waiting to hear from 
my lender?

Over the next number of weeks, you should look at your financial situation 
by preparing a budget and/or talking to a trusted third-party advisor such 
as the Money Advice and Budgeting Service (MABS) (see below). Talking to a 
trusted financial advisor may help you to decide what is the best option for 
you in managing your repayments. 

How do I prepare a budget?
To prepare a household budget, you need to calculate your income to 
include wages, benefits or other income; your costs to include a) mortgage 
or loan repayments you may have and b) the essential weekly or monthly 
costs you usually have (such as groceries, childcare costs, mobile phone 
costs, TV and broadband costs, costs associated with running a car, health 
insurance etc.). 
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All of this information will go into your budget to help you understand how 
much money you have to meet your costs and how much you may have left 
over each week or month to spend on non-essential items. 

It is important that you ensure you have enough money to pay for essential 
items. You should work out what you consider to be essential for you and 
your household and ensure that is included in your budget. 
 
Tools to help you work out your budget are available on the internet. 
Websites like www.mabs.ie and www.ccpc.ie have useful templates for 
budgeting. These budgeting tools capture a lot of the possible expenditure 
items you need to include. The websites also have useful information on 
how to budget.

There are also a range of mobile phone applications available for download 
to your phone via Google Play Store or the App Store on your Apple device 
that can help you track, analyse and manage your finances.

How can I make contact with a trusted third-party advisor?
MABS is the State’s money advice service, guiding people through dealing 
with debt. The service also provides debt and budgeting tools. This service 
is free, confidential and independent.

MABS can be contacted on www.mabs.ie or on the MABS Helpline 
at 0761 07 2000.
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