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John and Helen are both sole traders.
They were looking to remortgage their
home and wanted to borrow £400,000.

John s an freelance journalist and Helen is
a business consultant. Their incomes have
increased gradually year on year.

Other lenders would take an average of the
last two years figures for affordability,

but we use the latest year unless there’s a
substantial difference between the two.

There wasn’t a significant increase between the latest years self employed income and

the year before, but it was enough to make a difference to their mortgageable income.




- Cameron is a director of his own limited company,
but has been working as a daily rate contractor for
H B two years.

He’s just signed a new 12-month contract working as
an IT consultant and wants to buy a bigger house.

Some lenders would assess him as a limited company
director. But under our policy for daily rate contractors,
he could potentially borrow more.

We assessed Cameron for affordability using our DRC calculation - day rate x 5 days x
41 weeks - and we were happy to lend him the £475,000 he needed.

s If Cameron hadn’t met our DRC criteria, we could still have treated him as the
director of a limited company with more than 20% shares.

E But unlike many other lenders, we’d have taken into account his share of net
profit after the deduction of corporation tax plus salary.



e Julie is a director of a limited company that provides 2

= computer equipment to businesses. She’s a 50% \ J
| B | shareholder and wanted to remortgage. L
Her broker found that other lenders would assess her —

using salary + dividends after corporation tax, leaving
her unable to borrow the amount she needed.

e But Julie and her partner in the company have limited \
HHH the amount of dividends they’ve taken in order to keep ¢
— the company profitable. i A

We assessed Julie’s case using her share of net profit after corporation tax plus salary,
rather than dividends.

We also based our lending on the company’s last year’s profits, rather than an
‘ average of the last two accounting periods, because there wasn’t a substantial
difference between the two.

plus salary allows clients to leave money in the business - they don’t need to

£ Taking into account their share of net profit after deduction of corporation tax
draw everything out of it.



