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Contractor General Income Documentary Application
definitions contractor calculation for evidence portal guidance
criteria contractors

Contractor definitions 2

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 eg. 12 months. Aldermore policy is designed to recognise hybrid employment types that sit
petween 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 General Income Documentary Application

definitions contractor calculation for evidence portal guidance
criteria contractors
Contractor definitions .- 3
Employed There are 3 different types of contractors that can be assessed

as if they were employed:
Affordability for eligible contractors can be

r nnual salary. '
gross annual saiary 2. Contractors employed via an umbrella company.

3. Day rate contractors.

Customers with
fixed term contracts

Customers that are directly employed by an
organisation, with salary via PAYE, where tax
and NIis deducted at source

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
Their contract is fixed for a specified length of time, ensures there are no unexpected tax complications for the contractor.
where engagement is not expected 1o be permanent,
potentially for 6 or 12 months, typically to provide
maternity / sickness cover, or to support completion
of a project

Whilst the umbrello 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 umbrello 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 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.

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 .- 4

Day rate
contractors

Applies to self-employed contractors that are ‘one-man band’ limited company directors with 100% ownership and Nno 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 1year'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 ot the same time
uUp 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.

Construction Industry /ero hours contracts
SCheme CO ntr@ CJ[O s (C|S) 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.

We assess CIS income via our self-employed policy.
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General contractor criteria

Summary table

Contractor

Type

Affordability
Assessed on
Employed
Basis

x 46 week
calculation

Required
Contractor
History

Contractor General Income
definitions contractor calculation for
criteria contractors

Minimum
Contract
Remaining

Gaps in Recent
Contractor History

First Time
Contractors
Allowed?

Number of
Contracts
Allowed

Documentary
evidence

Minimum
Contract Length

Customers
on Fixed Term
Contract direct
with End Client

Yes

Yes

95%

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%

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.
iliness, hospitalisation,
maternity, subject
to underwriter
consideration.!

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?

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.
Ifincome has
increased
significantly, our
underwriter may
need further
clarification

Contractors are
able to work up to
2 contracts at the

same time,
subject to total
hours worked
in a week being
reasonable’

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

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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Contractor General Income Documentary Application
definitions contractor calculation for evidence portal guidance
criteria contractors

General contractor criteria .- 6

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, eg.
maternity / paternity / iliness / 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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Contractor General Income Documentary

definitions contractor calculation for evidence portal guidance

criteria contractors

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.

Alderm re
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Contractor
definitions

General
contractor
criteria

Income
calculation for

contractors

Supporting example for umbrella company income calculation

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,

Tax Period: 1

- 'Week Ending: 00X K

Employee Ref.

12345

Employee Name

A N Other

Process Date

RO H000

National Insurance
Number

AB1234560C

Documentary
evidence

Application
portal guidance

as these are not received by the customer.
Holiday provision can be included as income. el Reconciliation Statement

H H ashc Pay A 4. ax 463.58
Th|8 pOy Sllp ShOWS Weekly grOSS poy Of :ohc:',-"')ay si :E ztl.-i Uj zj‘fﬂlj Lat onal Insurance J:JU Employes No. Employes Nama Process Date National Insurames Mumber
E‘l 80554 before tQX Oﬂd N‘C are remo\/ed. Additional Pay 1.00 1207.78 116953 Workplace Pension 4235 12345 AN Dther XL X00K AB123456C
However, you can also add back in the TR e

. ) ) Basic pay 3750 %600 2100.00
customer's Workplace Pension contribution, AN Other Hizteriod Kk e
. h . Address 1 o 1
in this case, £42.35, which makes o total gross heress 2 NS | | e s s
weekly income figure of £1,847.89 a8 Gross for Tax 16310 | | S peTe glige: i w
Earnings for NI 1805.54 Tax Paid TD 46358 Companmy mangin 3800

. . , otal Deductions 609 ¢ Mi Eamings T 1763.19 .00
This should be added to the previous 3 week's i e g o
income to make total for the month. If latest e ol - e ks i
payslips include YTD including last 3 months,
as this one does, 4 weeks are enough. j
To generate annual salary for underwriting purposes, the monthly amount can be :'0_7_':,
divided by 4, then multiplied by 46. Or a 3 monthly /12 weekly figure can be annualized (x4) i s
then divided by 52 and multiplied by 46. rr———
This should be populated into ‘Gross annual salary’ field in the broker application portal. oo s

Ao 7 M
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Documentary evidence 9

Contractor Type Documentary Evidence Tips

- Latest full contract and any previous contracts for the past 12 months.

Customers on Fixed
- Last month's (4 weekly) payslips, including YTD figure covering last 3 months,

e COnTeet elieetiiin Fnel Clien or last 3 month's payslips. If latest payslips don't include YTD figure
covering last 3 months, the last payslip
- Latest full contract and any previous contracts for the past 12 months. from March is usually sufficient.

Contractors working via

Umbrelia Company - Last month's (4 weekly) payslips, including YTD figure covering last 3 months,

or last 3 month's payslips.

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.

Self-employed Day - 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 Evidence of income sustainability is
similar levels of hours worked. important. Longer contractor history will
support any cases on the edge of

Income evidence must be from the
actual contracted employer and not

customer's own company

Rate Contractors

- Where current contract has less than 2 months remaining. we require evidence of intention to
renew contract from end client criteria

- 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.

- Last 2 years Tax Calculations and corresponding HMRC Tax Year Overview documents

- Applicants with 1year's accounting information are acceptable up to 90% LTV (excluding fees) if CIS Contractors are treated
CIS Contractors they can; 1. Evidence previous employment in the same line of work; or 2. Demonstrate guaranteed as self-employed
income for the next accounting period; or 3. Provide management accounts for the first 6 months
of the current year showing turnover is sustainable
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Application portal guidance

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.

Contractor General Income Documentary
definitions contractor calculation for evidence
criteria contractors

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

Application
portal guidance

10

) & 19 0 & i

HOME ILLUSTRATION oe FRODUCT SWITCH (CASE SEARTH USER PROFILE CALCULATORS

Apphcant: Test Test | Case Rterence: X4000154351

Intermediary Declaration Employment Status
Applcant & Loan Type
Enter details below of all sources of income that meet Aldermare's allowable income eriteria. Click here
Submission Detalls to view our residential lending criteria or click here to view our BTL lending criteria,
Loan Detals Please note. contractors that meet criteria should choose Employed as their Employment status to
ensure income is calculated on an emphoyed / gross annual salary basis. Any contractors that own 100%
Applicant 1Detals of their Personal Service / Limited Company should also choose 'No' to being more thana 25%
shareowner.
Applicant Detals Chick here to view Contractor Criteria guidance.
Applcant Address Detals E ¥ Employed w
Applicant Emplayment
E 1 ¥ h's
Applicant Commiltments
Portiolio Borrowing mearesh i

Intermediary Declaration Employment Status
Applicant & Loan Type
Enter details below of all sources of income that meet Aldermore's allowable income criteria. Click here
Submission Detalls o view our residential lending criteria or click here to view our BTL lending criteria,
Loan Dietais Please nate, contractors that meet criteria should choose Employed as their Employment status to
ensure income is calculated on an employed / gross annual salary basis. Any contractors that own 100%,
Applicant 1Detalls of their Persoanal Service / Limited Company should alss choose ‘No' to being mare than a 25%
shareowner,
Applicant Detals Click here ro view Contractor Criteria guidance.
Applicant Address Detalls  Employime us Employed vy
Applicant Employment
ployr T Sub-Cal W
Applicant Commitments
S |
e (Permanently emplayed
Portfolio Borrowing - Fixed Term Contract
Contractor via Umbrella Company
Day Rate Contractor
Household Expenditure :

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’.

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

In all cases, they will be treated as ‘employed’ for
¥ Iienidiesy Cacleraion Employment Status underwriting purposes.

W/ Applicant & Loan Type

Enter derails helow of all sources of income that meer Aldermare’s allowable income criteria. Click here Remember, if the customer is a limited company director and / or
oA bt e e el owns more than 25% share of a company, they can be considered
i e e as ‘employed’ / day rate contractor if they:

/o Wil e L e e N e - Own 100% share of the limited company, or the only other
/. Applcant Detals Chck Dere o view Comcror Criterid pidances shareholder is a spouse / partner and they are also to be
v A Emph status * Employed o named on the mortgage

» Applcant Employment Do not employ anyone else, other than themselves

Employment Sub-Category * ( v j . :
© Applcant Commitments - Do not have more than 2 contracts at the same time

© Porttolio Borrowing 25% or more share owner? * @ rm“cl'.:::f’“
Rate Contractor

o

 Household Expenditure
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Application portal guidance - 12

Completing the income section
of the portal application et oie 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 Uccupation Contractor - Consultant
days you work.

Cmployment Details

Full time

. ) ) Business sector Professional. Legal and Business Services 4
Occupation — should include whatever best describes your role.
Start date is when you started working as a contractor, not the Swarcdae 0172023
start date of your most recent contract, i
‘Day rate’ example shows gross amount based on o calculation T fhiapet
that might look like: £400 per day x 5 days x 46 weeks = £96,000. S =

probationary period

If working 2 contracts at the same time, complete the same
calculations for both and add them together. If 2 contracts are to ncome fssessahlemanime
e considered, our underwriter will need to consider feasibility of

. - Gross annual salary £06.000 £06,000

total hours worked in a day / week and contractor’s recent history

with more than one contract Overtime inlast year 0

As long as the contract confirms the contractor is paid on a daily / )

. . . . Lommission

hourly rate, the annual income does not need to be split into basic =3 £0

salary, overtime commission, etc. .
onus Fn
Allowance £0Q
London Weighting £0

Calculate
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Application
portal guidance

INnputting notes 0
. Wiork Pricne
section s W
Mctde Praore
This should be used to provide the underwriter with details about Ao Note
a case that doesn’t quite meet standard criteria. For example, to ot s
explain why there’s a gap in contractor history. -
Crrstomes wis undable to work for
B ninportans?
Brocesd to FMA ey S
Cony
Apphcant Name(s) Test, Test
i . | e e
Estimated Valuation | £100,000
Term | Vears 15 * Decision In Principle Letter - Accept (Intermediary) to Mr Test Test.pdf
Ecmtll& 19/06/2410:01 [Avetester]
RepIymeNtHPE | (Repayment) * Broker DIP Letter to Five Tester.paf Notes =
SRt I - ESIS lustration - X4000154361,pdf 19/06/24 1107 - Gap in Contractor Income
i I B06/D4 000 fihartester] Customer was unable to work for 3 months this year due to illness. They had a bad
[ha'] | EO% * Upload document case of glandular faver and the doctor signed them off from work. They are now
I e . completely recovered and do not expect this to re-occur. Confirmation letter attached.
: ety Checklist Items —_ [PveTester]
o | Year Fixed 5.44% (Free
| Valuation) B
Application Sta DIP Hustration Produced = a +
Contact Us +
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Application portal guidance - 14

Completing employer details ot a o > 0 B @
full mortgage application (FMA) e wswe e mmo A owwen  semu s
StQ g e Apphcant: Test Test | Case Refevence: X4000154 361
Employer's name should be inputted as the name of the client Ful Mortgage Appication Employment Details
that is providing the contract. Applcant 1Detals
For contractors working via an umbrella company, the name e TRETTUES e e
of the umbrella company that they effectively work for should s ek Employment S Fioed Term Contraxt v
be used. v il
Access Detalis Primary Employment Details

Contractar - Consultant
Direct Debit Detalls

FMA Declaration it IT Consultant
Fees

DL Enterprise
Decision Result

FMA Summany

07952123456

FOR INTERMEDIARY USE ONLY

Aldermore Bank PLC is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority (Financial
Services Register number: 204503). Registered Office: Apex Plaza, Forbury Road, Reading, RG11AX. Registered in England. Company No. 947662. Invoice Finance, Commercial
Mortgages, Property Development, Buy-To-Let Mortgages and Asset Finance lending to limited companies are not regulated by the Financial Conduct Authority or Prudential
Regulation Authority. Asset Finance lending where an exemption within the Financial Services and Markets Act 2000 (Regulated Activities) Order 2001 applies, is exempt from
regulation by the Financial Conduct Authority or Prudential Regulation Authority.
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