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Contractor definitions

Where a customer's income comes from a contract and they are not employed on a permanent basis they are 
classed as a contractor. This will include individuals who are self-employed and pay their own tax, those who are 
employed via an umbrella company who deduct their tax and people who are essentially employed but on a fixed/
short term contract e.g. 12 months. Aldermore policy is designed to recognise hybrid employment types that sit 
between permanent employment and self-employment for professional individuals.

 
Contractors can be treated as self-employed or employed for income verification purposes:

Self-employed
Within the broker portal application, contractors / brokers should choose  
‘Self Employed’ as their Employment Status if:

1.	� They want their affordability to be calculated based on the declared  
income from their business.

2.	� They are a limited company director with at least one employee other  
than themselves.

3.	 They have more than 2 contracts at the same time.

Income will need to be confirmed via standard documentation for self-employed  
customers, such as annual tax calculations and tax year overview and / or annual  
accounts. These customers can choose to be assessed based on salary and  
dividends or salary and net profit.
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Contractor definitions (continued)

Employed
Affordability for eligible contractors can be  
assessed as if they are employed using  
gross annual salary.

There are 3 different types of contractors that can be assessed  
as if they were employed:

1.	 Customers with fixed term contracts. 

2.	 Contractors employed via an umbrella company.

3.	 Day rate contractors.

1  
   

�
Customers with  
fixed term contracts 

•	� Customers that are directly employed by an 
organisation, with salary via PAYE, where tax  
and NI is deducted at source

•	� Their contract is fixed for a specified length of time, 
where engagement is not expected to be permanent, 
potentially for 6 or 12 months, typically to provide 
maternity / sickness cover, or to support completion  
of a project.

•	� They may also have an hourly / daily / weekly rate, but 
should still be classed as Fixed Term Contract if they 
are directly employed.

•	� Typically, this could be a teacher providing cover for a 
permanent employee or an IT professional helping to 
implement a new system.

2  
   

�
Contractors employed  
via an umbrella company 

•	� Contractors will often work under an umbrella company to make sure they 
fall inside IR35 regulations. The umbrella company employs the contractor, 
giving them legal employee status, paying their wages through PAYE, which 
ensures there are no unexpected tax complications for the contractor.

•	� Whilst the umbrella company is the contractor’s employer, the work carried 
out will be for a separate end client. Umbrella companies are often used by 
recruitment agencies to pay temporary workers. 

•	� The umbrella company invoices the end client and the end client pays 
the money direct to the umbrella company. The umbrella company will 
then deduct PAYE and National Insurance contributions before paying the 
contractor’s wage, via remittance slip.

•	� They may also have an hourly / daily / weekly rate, but should still be classed 
as ‘Contractor via umbrella company’ if this is their employment type.
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Contractor definitions (continued)

3  
   

�
Day rate  
contractors 

•	� Applies to self-employed contractors that are ‘one-man band’ limited company directors with 100% ownership and no other employees. 

•	� These will have typically set up a personal service company to provide tax efficiencies whilst still working as an individual contractor.

•	� This segment could include professional contractors, e.g. IT consultants, project managers, alongside engineers, business managers, locum 
doctors and pharmacists, media production clients.

•	� Whilst our ability to assess self-employed customers based on salary and net profit could be attractive to these customers, limited 
company contractors often don’t have 1 year’s accounts (if they are relatively new or they have worked through different types of 
contracts within the tax year), ruling them out of being assessed as self-employed. 

•	� Typically, these customers will work via an hourly / daily / weekly rate. 

•	� Day rate contractors that are sole traders (who also don’t employ anyone else and are only working on up to 2 contracts at the same time 
up to a reasonable amount of hours) can also be considered as ‘employed’ for affordability purposes.

•	� Limited company directors must be the only shareholder, except where partner / spouse is the other shareholder and they are jointly 
applying for the mortgage.

4  
   

�
Construction Industry  
Scheme Contractors (CIS) 

We assess CIS income via our self-employed policy.

5  
   

��
Zero hours contracts 

	� Applications from customers employed on a zero hours 
contract will not be considered. We may consider for certain 
professions, which would need to be discussed with one of 
our Business Development Managers.
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General contractor criteria

Summary table
Contractor 

Type

Affordability 
Assessed on 

Employed 
Basis

x 46 week 
calculation

Max LTV 
Limit

Required 
Contractor 

History

Minimum 
Contract 

Remaining

Gaps in Recent 
Contractor History

First Time 
Contractors 

Allowed?

Number of 
Contracts 

Allowed

Minimum 
Contract Length

Customers 
on Fixed Term 

Contract direct 
with End Client

Yes Yes 95%

Require either 12 
months history as 

a contractor or 
24 months in the 

same line of work. 
Multiple contract 
types acceptable 

(across 
employed and 
self-employed 
spectrums), as 

long as in same 
line of work.

Current contract 
needs to have 2 

months remaining 
or a renewal 

agreed.
 Our underwriters 
may consider less 

than 2 months 
remaining, on a 
case-by-case 

basis, if there has 
been a longer-
term history of 

renewal.

A gap of up to 6 weeks in 
the last 12 months is ok.

One-off gaps longer 
than 6 weeks, but unlikely 
to be repeated, are also 

ok with a  reasonable 
explanation, eg. 

illness, hospitalisation,  
maternity, subject 

to underwriter 
consideration.1

24 month history is 
required if the gap is 
more than 6 weeks.
If gaps across both 

previous years more than 
6 weeks, then average 
annual gap should be 

used to calculate annual 
income.2

24 months 
experience in 
same line of 

work  if this is first 
contract.

Our underwriters 
may consider 
if employment 

history is between 
12-24 months on 
a case-by-case 

basis.
Evidence that 
customer has 

started contract 
will be required.

If income has 
increased 

significantly, our 
underwriter may 

need further 
clarification.4

Contractors are 
able to work up to 
2 contracts at the 

same time,
subject to total 
hours worked 

in a week being 
reasonable.3

Preferred min 
contract length of 

6 months
Our underwriters 

may consider 
shorter contracts 

on a case-by-
case basis, if they 
are typical within 

that industry

Contractors 
working via 

Imbrella 
Company

Yes Yes 95%

Self-employed 
Day Rate 

Contractors 
– Limited 
Company 
Directors

Yes Yes 90%

Self-employed 
Day Rate 

Contractors – 
Sole Traders

Yes Yes 90%

CIS Contractors No No 95% Affordability for CIS contrators is assessed on self-employed basis, using net profit from End of Year tax documents. Contract 
information is not relevant.

Zero Hours 
Contractors We do not accept customers with zero-hours contracts. We may consider for certain professions, which you would need to discuss with one of our team.

 
Note: These are our minimum requirements. We do recognise that contractor cases can be complex and our underwriters may consider outside individual 
criteria on a case-by-case basis, but only where the case is strong elsewhere. Please discuss with your BDM in the first instance.
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General contractor criteria (continued)

Notes:
1.	� Where there’s been a gap in the last 12 months contractor history of more 

than 6 weeks, and you are able to provide a reasonable explanation, e.g. 
maternity / paternity / illness / bereavement, please provide details in 
the notes section of the Broker portal with any appropriate supporting 
evidence.

2.	� If there has been a gap of more than 6 weeks in last 12 months, then we 
require 24 months history. If gaps across both previous years are more 
than 6 weeks (not due to likely one-off scenarios), then average annual 
gap should be used to calculate annual income, i.e.. 10 week gap in last 12 
months and 14 week gap in previous 12 months, then average 12 week gap 
means calculation should be day rate x 5 x 40 weeks.

3.	� If gross annual salary is based on 2 contracts then customer must 
provide a similar history of working multiple contracts.

4.	� If customer is a first time contractor and contractor income is significantly 
higher than previous PAYE income, an underwriter may need further 
clarification as to why the applicant(s) have chosen to switch to contract 
work (if previously PAYE) and if it is sustainable. Please provide explanation 
in notes section of portal.

Where the applicant has switched from a contractor status to a permanent 
employee with the same client company/employer, the income can also be 
verified and assessed on an employed basis. Tax position must be paid up 
to date. Supporting information to be provided in the notes section within 
the portal.
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Income calculation for contractors

Income for contractors that are not directly employed by an end client should be based on 46 weeks x identified weekly pay to calculate the 
annual gross salary for affordability purposes.

Contractor Type Calculation Summary

Customers on Fixed
Term Contract direct with End Client

• Assuming that tax and NIC is deducted at source, gross income should be based on average weekly amount over the latest month before tax  
  and NIC, multiplied by 52 weeks, or monthly amount multiplied by 12 months, to populate annual salary within application portal.
• If tax and NIC is not paid at source, customers should be treated as if self-employed day rate contractor.

Contractors working via
Umbrella Company

• Gross income will be considered only based on income received by the contractor from the umbrella company, once ‘umbrella expenses’  
  have been removed. 
• It should be based on average weekly amount over the latest month before tax and NIC multiplied by 46 weeks, to populate annual salary  
  within application portal.
• Holiday pay received by the customer and any pension salary sacrifice can be included within the gross income calculation.

Self-employed Day
Rate Contractors

• Gross annual salary (to be inputted into the broker application portal) should be calculated as the gross daily rate shown on the latest  
  contract x 5 days per week x 46 weeks per year
  – Or hourly rate x 8 hours per day x 5 days per week x 46 weeks per year
  – Unless the contract states the actual hours/days worked are lower, or supplied annual income is lower, in which case use these figures.
• If the contract expresses pay as a daily rate, then assume 5 working days. If the contract expresses pay as an hourly-rate, then assume a  
  maximum of 40 working hours per week, unless the contract or the applicant specifies a lower number of hours.
• Where a daily rate isn’t clear, the annual figure can be calculated by using average monthly gross income from the last 3 months. For  
  example, if income in January, February and March is used, corresponding payslips / invoices must be provided for January, February and  
  March. This average amount should then be calculated based on a 46 week year e.g. multiply the average monthly pay x 12, divide by 52  
  weeks and multiply by 46.
• If no income is received in a month or the customer is unable to provide evidence of income for the 3 months, then the previous month’s  
  evidence can be used, as long as this is part of the allowed 6 week gap within past 12 months of contractor history.
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Supporting example for umbrella company income calculation

Income 
calculation for 

contractors

In the example, the Reconcilliation Statement 
shows the customer has worked 37.5 hours that 
week x £56 hourly rate, generating £2,100.00 
income for the week from the end client.

•	� The umbrella company lists it’s costs, 
including Employer’s NIC, Employer pension 
contribution and company margin. We would 
not include these in the income calculation, 
as these are not received by the customer. 
Holiday provision can be included as income.

•	� This pay slip shows weekly gross pay of 
£1,805.54 before tax and NIC are removed. 
However, you can also add back in the 
customer’s Workplace Pension contribution, 
in this case, £42.35, which makes a total gross 
weekly income figure of £1,847.89

•	� This should be added to the previous 3 week’s 
income to make total for the month. If latest 
payslips include YTD including last 3 months, 
as this one does, 4 weeks are enough.

•	� To generate annual salary for underwriting purposes, the monthly amount can be 
divided by 4, then multiplied by 46. Or a 3 monthly / 12 weekly figure can be annualized (x4) 
then divided by 52 and multiplied by 46.

•	�� This should be populated into ‘Gross annual salary’ field in the broker application portal.
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Documentary evidence

Contractor Type Documentary Evidence Tips

Customers on Fixed
Term Contract direct with End Client

• Latest full contract and any previous contracts for the past 12 months.
• Last month's (4 weekly) payslips, including YTD figure covering last 3 months,  
  or last 3 month's payslips. If latest payslips don't include YTD figure 

covering last 3 months, the last payslip 
from March is usually sufficient.

Contractors working via
Umbrella Company

• Latest full contract and any previous contracts for the past 12 months.
• Last month's (4 weekly) payslips, including YTD figure covering last 3 months,  
  or last 3 month's payslips.

Self-employed Day
Rate Contractors

When we are treating a contractor as employed for income verification these are our requirements:
• Copy of latest contract(s), which includes daily / hourly rate
• Copy of any previous contracts (including daily / hourly rate) for past 12 months, if applicable
• Where there has been a significant gap in recent contractor history (more than 6 weeks in last 12   
  months), we require contracts for previous 24 months in total and explanation for the gap.
• Last 3 month's payslips / remittance slips or invoices are required, whichever applicable. If annual  
  income based on 2 contracts at the same time, then last 3 month's income documents must show  
  similar levels of hours worked.
• Where current contract has less than 2 months remaining. we require evidence of intention to  
  renew contract from end client
• First time contractors must provide evidence of 24 months previous employment in same line  
  of work, e.g. P60s
• Latest full month’s bank statement which includes contractor income and expenditure.

Income evidence must be from the 
actual contracted employer and not

customer's own companv
Evidence of income sustainability is 

important. Longer contractor history will 
support any cases on the edge of

criteria

CIS Contractors

• Last 2 years Tax Calculations and corresponding HMRC Tax Year Overview documents
• Applicants with 1 year's accounting information are acceptable up to 90% LTV (excluding fees) if  
  they can; 1. Evidence previous employment in the same line of work; or 2. Demonstrate guaranteed  
  income for the next accounting period; or 3. Provide management accounts for the first 6 months  
  of the current year showing turnover is sustainable

CIS Contractors are treated  
as self-employed



Application 
portal guidance

10

0333 321 1000           aldermore.co.uk/intermediaries/mortgages/

Application portal guidance

1  
   

�
Completing employment   
section of the Broker Portal 

Contractors / brokers should choose ‘Employed’ as their Employment 
Status if they want affordability to be measured based on their gross 
annual salary and be assessed as if they were employed.

 

The portal will then ask whether the customer owns more than 25% 
share of their company.  In all cases, to be treated as ‘employed’ for 
underwriting purposes, the answer must be ‘No’. 

In particular, contractors with 100% shareholding of their limited 
company should also answer ‘No’.

A further ‘Employment sub category’ will prompt the broker  
to answer if they are:

•	 Permanently employed

•	 Fixed term contract

•	 Contractor via Umbrella Company

•	 Day rate contractor 
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Application portal guidance (continued)

In all cases, they will be treated as ‘employed’ for  
underwriting purposes.

Remember, if the customer is a limited company director and / or 
owns more than 25% share of a company, they can be considered  
as ‘employed’ / day rate contractor if they:

•	� Own 100% share of the limited company, or the only other 
shareholder is a spouse / partner and they are also to be  
named on the mortgage

•	 Do not employ anyone else, other than themselves

•	 Do not have more than 2 contracts at the same time
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2  
   

�
Completing the income section   
of the portal application (at DIP stage)

•	� Full-time – this will be ‘Yes’, as we will be assessing you based on 
the total assumed income for the year, regardless of how many 
days you work.

•	� Occupation – should include whatever best describes your role.

•	�� Start date is when you started working as a contractor, not the 
start date of your most recent contract.

•	�� ‘Day rate’ example shows gross amount based on a calculation 
that might look like: £400 per day x 5 days x 46 weeks = £96,000.

•	�� If working 2 contracts at the same time, complete the same 
calculations for both and add them together. If 2 contracts are to 
be considered, our underwriter will need to consider feasibility of 
total hours worked in a day / week and contractor’s recent history 
with more than one contract.

•	� As long as the contract confirms the contractor is paid on a daily / 
hourly rate, the annual income does not need to be split into basic 
salary, overtime commission, etc.

Application portal guidance (continued)
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3  
   

�
Inputting notes   
section

This should be used to provide the underwriter with details about 
a case that doesn’t quite meet standard criteria. For example, to 
explain why there’s a gap in contractor history.

Application portal guidance (continued)
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4  
   

�
Completing employer details at   
full mortgage application (FMA) 
stage

•	� Employer’s name should be inputted as the name of the client 
that is providing the contract.

•	� For contractors working via an umbrella company, the name  
of the umbrella company that they effectively work for should  
be used.

Application portal guidance (continued)
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