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The Network’s Internal Compliance Team are not here to be a thorn in your side, quite the opposite, 
we are here to help keep you, your business and our network safe. Every file check is conducted to 
ensure your customers get the best outcome whilst protecting you from ‘potential fraud’ and to help 
ensure you have a robust file against a potential future client complaint or lender investigation. 
 

We work with. The team has years of experience and some of the team have been in your shoes and 
understand the pressures on you as an advisor. We want you to see the Internal Compliance Team 
as part of YOUR business, working with you to help your business grow while keeping it safe. 
 

In addition to your Regional Compliance Manager (RCM), you will have a dedicated Compliance 
Review Officer (CRO). This approach will bring a number of key positives, including consistency in 
file check returns, as well as helping to build a working relationship between compliance and your 
business, while giving you access to another key point of contact alongside your RCM.  
 

This guide is designed to give you an insight and share with you what the team look for when 
checking your cases. By working with us this should help minimise you receiving those dreaded 
Amber or Red file returns, which ultimately lead to more work and valuable time taken out of your 
day trying to deal with remedial action points. 
 

This guide is not intended as a replacement of the Network Procedure Manual (NPM). Although it 
contains elements of the NPM, this document should be treated as quick reference guide to 
complying with the standards and record keeping requirements. To assist further we have added 
Due Diligence, Compliance Notes and Common Queries sections. It is definitely worth reading! 
 

While we have tried to cover all areas, it’s not exhaustive, there may be situations that arise which 
are not covered here. We actively encourage ‘that phone call to compliance’ should you have any 
additional or complex queries not covered here. In these situations, please pick up the phone - it’s 
better to deal with a query now than trying to unstitch a problem later on. 
 

 
 
 
 

Submitted Business – In terms of timing, you should report new business to compliance as soon as it 
is submitted to the lender. Unfortunately we still have too many occasions where we know nothing 
about the case until either commission is due or even worse a lender or third party is asking for 
information; in some cases this is months down the line and can mean that any problems are almost 
impossible to rectify; it is likely that in these instances some form of financial penalty will occur. 
 

NPW’s – It is imperative that compliance is made aware of ALL submitted business including any 
cases that are ‘not proceeded with’ (NPW) so we have an audit trail. When you have submitted an 
application, you will have given advice and therefore you will have undertaken the regulatory 
process for which the Network is responsible.  We have had instances where lenders have raised 
queries with us on cases / clients that we know nothing about. Not only does this look 
unprofessional but it makes it difficult to defend you in the event of an investigation. 
 

Lender Monitoring / Investigations – We are seeing an increasing number of lender reviews and 
investigations, we need to be able to evidence a fully packaged compliant case if required, we can’t 
do this if we know nothing about the case. 
 

FCA Reporting – It’s important that we hold accurate and up to date business registers as this 
information needs to be declared to the FCA a regular basis. 

Compliance Note - The above will be highlighted in file returns where we identify any cases that fall 
into these areas 
 
 

Background to this Guide 

REPORTING SUBMITTED BUSINESS 
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Every case should contain these documents in the following sequence: 
 

• IDD 

• Fact Find 

• ID/POR 

• Income Evidence / Proof of Deposit 

• Sourcing Report 

• KFI / ESIS 

• Application 

• Suitability Letter 
 

Labelling of Documents: It really helps, not only compliance for case checking but also should the case 
ever need to be revisited, say for a lender investigation/review or complaint where the documents 
are clearly labelled using the above within the labelling format. In addition, we sometimes see files 
that have 5 or 6 illustrations all produced on the same day at around the same time, which can be 
time consuming and difficult to work out which is the correct one, so labelling the illustration for the 
selected product as ‘final version’ really does help assist. Please think about labelling the documents 
to help subsequent reviewers be as efficient as possible.  
 
 

                                         
 
 

• A fresh IDD should be issued and added to the file for each sale. The only exception would 
be where protection is sold within 3 months of mortgage sale where a combined IDD had 
already been issued.  

• The date issued must be before sales process has commenced; think about the sequence of 
documents to ensure they are in correct chronological order! 

• Ensure you used the correct IDD. Select the appropriate IDD from Combined, Regulated or 
Unregulated 

• You must ensure that the correct Broker Fee has been disclosed. If a Broker Fee has been 
waived / reduced – A note should be added to file along with supporting documentation to 
confirm client aware of correct fee. The CRO will also cross reference to the KFI/ESIS and 
application form to see that they are all consistent. The FCA are really keen to ensure 
customers are aware of the correct fee at outset and will take a dim view if there is any 
suggestion the customer was not aware of possibility of a fee at initial contact and knowing 
exactly what the fee will be and when it will be paid, before the application is submitted. 

• IDD’s should not be amended on a case by case basis. If you work in a multi advisor firm 
there should be one firm-wide IDD that sets out the maximum fee that could be charged by 
any adviser in that firm. Different advisers in the firm cannot have their own IDD.  

 

 

                          
 
 

The Fact Find is arguably one of the key documents to defend yourself (and the Network) against… 
 

• FCA/FOS & Client: in the event of a potential complaint your Fact Find should be watertight 
and form the first stage in your audit trail to defend your advice and recommendation. 
 

IDD 

SEQUENCE of DOCUMENTS 

Production of an accurate IDD 

FACT FIND DUE DILIGENCE 
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• Mortgage Lender: anyone who has been subject to a lender review or investigation will 
know one of the documents often requested is a copy of the client fact find. They look for 
consistency and accuracy of information recorded. This document forms part of your audit 
trail to evidence that you have taken time to know and verify your client BEFORE submitting 
any application. 

 
 

Your fact find should always be fully completed, it should be a snapshot of your client’s 
circumstances and requirements at point of recommendation; if the answer to a question is no, 
enter no; if the question is not relevant then please enter not applicable of n/a. 
 

• Source of Business: entering this is vitally important. If this is a new client to your business 
you must ensure that you capture how the lead was generated. This is particularly important 
when you identify a client who has not come through the normal routes (i.e. known 
introducers, your web-site or social media campaigns) as there is a chance they could be 
scamming you. Ask yourself…  

o Is the client who they say they are? Use the Network’s ‘due diligence checklist’ for 
further guidelines 

o If the lead came via an ‘Introducer’, has the introducer been approved by the 
Network? 

o If they are a remote client, living miles away this could be a sign of potential fraud; 
why are they not using a local advisor? How did they come by your service? The 
alarm bells should be ringing in this situation. 

 

• Plausibility: The Fact Find is not just about identifying your client’s mortgage requirements 
and preferences – it’s the ideal time to obtain the required information to allow you to 
undertake your ‘due diligence’ checks. Asking the client the right questions at this stage 
could save wasting your own time as well as helping to protect against potential 
unscrupulous clients and fraudulent applications. 
 

• Accuracy / Consistency: 
 

o Clients Details – Ensure they are fully and accurately recorded. It sounds obvious, 
but we see incorrect DOB’s, misspelt names, incomplete address details; this can 
suggest that the application may be fraudulent and therefore a more thorough 
review will follow! 

o Dependents – You will be surprised how many times spouses, partners and children 
are not documented properly - if at all! This can affect affordability leading to 
applications being declined by lenders. Many lenders will see this as application 
fraud if they believe there has been a deliberate attempt to mislead them. 

o Anticipated Retirement Age – this simply must be documented. If the lending is 
then going into retirement sufficient notes detailing how your client will maintain 
their mortgage repayments at this time (along with supporting documentary 
evidence) must also be recorded. 

o Employment – Record full details, including addresses. (If self-employed you should 
also record the Accountants details in full). It is important that you have this 
information recorded should you need to independently verify the employment is 
legitimate to avoid possible fraud. 

o Income – This should accurately mirror the income shown on the income documents 
obtained; it is important to match the salary exactly (do not round up or down) and 
also break down separate income lines, such as commission, bonus and any other 
allowances (rather than lumping all into one figure). 
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o Budget Planner – All income and expenditure must be fully and accurately 
completed (this is to ensure the lenders affordability criteria is met BEFORE 
recommendation is made).  This should be based on reasonable projections based 
on the ‘new scenario’; for example, clients may be moving to a bigger property with 
an expectation for higher council tax and energy bills, or they may be FTB’s currently 
living with parents so you should use your judgement and experience to estimate 
these figures.  

o Client Preferences – the customer’s objectives and preferences should be fully 
completed; it must be clear that these have been identified in order to demonstrate 
your audit trail for Suitability of Advice (repayment type, mortgage type; term of 
loan, product period, etc.) 

o Notes – many queries are raised by compliance because there are insufficient notes 
on file. Clear, concise notes and inclusion of soft-facts will reduce queries but also 
aid in defending a potential complaint; would you generally remember why you 
recommended a particular solution for a client years later?  

o Consistency – Do the facts recorded match with all other documentation such as 
income evidence, mortgage application? 

 

• Signature – when procedding in a face to face situation, the Fact Find declaration should be 
signed by the client to demonstrate it is a true and accurate reflection of their 
circumstances. This also ensures the necessary Data Protection provisions are covered. For 
remote sales (or where the Fact Find has not been signed by the client) we would expect to 
see it emailed to the customer, drawing their attention to the declarations. Please Note – 
The client must have seen the final version of the Fact Find before being asked to confirm 
the information is correct! 

o Wet Signatures – Uploading just the signed Fact Find declaration and signature page 
is fine 

o Emailed PDF copy to client – As long as we can see the email going out with Fact 
Find attached to the client this is fine 
 

 
 

 
Identification - The requirement to ‘Know Your Customer’ is a critical part of the advice process and 
plays a major part in reducing financial crime.  
 

Acceptable ID includes: 
 

• Electronic ID Verification (such as Smart search) 

• Passport; 

• Drivers Licence; 

• Pension Book / Letter; 

• Benefits Book / Letter; 

• Council Tax Demand; 

• HMRC Tax Letter (such as coding notification); 

• Firearms Certificate. 
 

Compliance Note: ID can be used from a previous sale as long as it’s still in date (ie passport has not 
expired) 
 
 
 
 

ID/POR 
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Proof of Address - It is also a requirement to obtain proof of the customers’ address.  
 

Acceptable documents: 
 

• Drivers Licence  

• Mortgage Statement; 

• Recent Utility Bill (except Mobile Phone bills – Dated within last 3 months) 

• Recent Bank Statements (Dated within last 3 months) 

• Council Tax Demand; 

• Rent Book / Tenancy Agreement. 
 

The above lists are not definitive - Compliance will accept any evidence of address which is also 
accepted by lenders. 
 

Compliance Note: There must be different documents for Identification and Proof of Address.  
 

Face to Face - One form of ID and one form of POR must be on file. 
 

Remote / Distance Sales - There should be at least one additional form of ID or POR on file 
(preferably one more of each). 
 

Care should be taken as there can be an increased risk of fraud / financial crime with remote sales 
when dealing with new clients. Other areas of additional diligence to be considered. 
 

• Additional Evidence – Obtain as much as possible to help verify and support the 
documentation already taken. The more evidence of ID and address verification, the more 
robust the file and the lower the risk of being used for financial crime. 

• Electronic Identification Verification – we recommend that you use an EIDV system such as 
SmartSearch (or any other system approved by the network). Where the result is a ‘pass’ and 
the result is uploaded to the file this is acceptable as proof of identity. If it is a fail then you 
should collect original ID documents as above. Also, pay attention to any ‘flags’ within the 
report. For example, individuals that are identified as potentially being a Politically Exposed 
Person (PEP) or on a Sanctions List. Do not ignore these! Contact your CRO or RCM for further 
guidance. 

• Additional Background Checks - These could include using online facilities such as Google 
Street View to verify a property’s location and purpose, or bank account number and sort code 
verification systems available on the internet. Facebook/LinkedIn profiles are useful. 

• Supporting Documentation – Ensure you always get documents copied and certified by 
yourself, someone in your business or by a suitable individual (see below). NEVER accept a 
copy of the identity documents and then certify them as having been seen as an original. 

• Third Party Certification – Please refer to full Mortgage Sales Process manual section 2.7.8.1 
for full details 

 
 

 
 

Must be obtained on ALL cases BEFORE any application or Decision in Principle is submitted to the 
lender. This must be uploaded to the CRM system within 5 days of a full mortgage application 
 

Typically, the following are suitable for evidencing income: 

• Pay slips (minimum of last 3 months; if paid weekly then you should collect three months’ 
worth, with no gaps).  

• P60 (Most recent) 

• Accounts (Last 3 years if available) 

• HMRC Tax Calculation (SA302 with corresponding Tax Overview – Last 3 years if available) 

INCOME EVIDENCE 
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• Bank Statements (minimum of last 3 months and you should see that the wages are mirrored, 
i.e. the payslips and bank statements should be for the same periods and the credits match 
what is showing on the payslips) 

• Benefits Book / Statement / Letter (most recent) 

• Private Pension Statements / Annual Forecasts* (most recent) 

• DWP Pensions Letter* (most recent) 

• Investment Statements* (most recent) 

• Property / Portfolio Income* 
 

*Income evidence that can be used for lending into retirement 
 

Due Diligence – Always check salary credit from payslip against corresponding bank statement – Look 
for different font sizes and spelling mistakes. Does the stated salary seem realistic for occupation? Do 
salary credits correspond? Were salary credits received via Faster Pay (‘FPI’)? Do they work for a large 
and established firm but they have a low employee number? On-line prints – where possible witness 
the customer producing these. If in doubt check the company web site to see if they are mentioned 
and/or use google / street view to help verify employer. As a last resort give the employer a call to 
check they work there.  
 

Additional Compliance Guidelines 
 

Clients who are paid in cash – this is much less common these days; if you do come across this, in 
addition to payslips: 
 

• Obtain the last P60 if available 

• Obtain a letter from employer or a copy of their contract of employment 

• Ask for a copy of the annual HMRC Statement of Earnings OR a summary of tax paid, both of 
which are available from the clients HMRC Gateway  

• Due Diligence – Do things stack up? Does cash salary seem correct to occupation stated? 
 

Clients who have just had a significant pay rise or recently started a new job or a second job: caution 
should be exercised here. This could be perfectly legitimate OR it could be clients manipulating or 
falsifying income! This is one of the most common indicators of a potential fraud.  
 

• Obtain as many payslips as possible, one as an absolute minimum showing new salary (even 
if the lender is happy to accept employment letter at application – ask client to provide pay 
slip and corresponding bank statement when available) 

• Letter from employer 

• Add relevant notes to file 

• Due Diligence – Do things stack up to occupation & salary stated? 
 

Clients who work for a relative: if the client does not work for a ‘known’ company then you should 
check Companies House to see who owns the company they work for. Caution should be taken if the 
company is owned or has directors that are family members. This could suggest a staged income 
situation.  
 

Ultimately it is your responsibility to obtain enough evidence of income to support the advice and 
reduce the risk of fraud. Arguably the lender may request less than stated above at ‘application’ 
stage, however we have seen an increasing number of post completion audits by lenders and at that 
point are requesting more and more documentation. Our advice, wherever possible, is to obtain the 
above as standard on every application. Trying to obtain any of the above from clients’ months after 
completion will prove very difficult (if not impossible) and lenders will query why you did not have 
this to hand when requested 
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Bank Statements should be obtained BEFORE any application or Decision in Principle is submitted to 
the lender. They can help provide evidence of the customer’s address, verify their income credits, 
highlight other credit commitments, show a source of deposit and assist with assessing a client’s 
affordability 
 

When bank statements are used to help validate income, it should be noted that for self-employed 
customers, the drawings from the business could be more or less in that period than the total for the 
year. Adviser should take care to establish the level of the customer’s true net income when using a 
budget planner. 
 

Due Diligence – Check transactions – If a client receives any other credits in addition to their income, 
ask what they relate to? Look for different font sizes, spelling mistakes, salaries received via the 
Faster Pay (‘FPI’) online banking system.  Do salary credits correspond to other income documents?  
 
 

 
 

 
 

 
A plausible explanation of how the customer obtained their deposit is always needed and must be 
evidenced where possible. An element of common sense will be needed as it may not be possible or 
practical to prove everything however a deposit to buy a property could be proceeds of crime and as 
such creates a risk which must be addressed.  
 

Depending on where the deposit has come from, it will always be prudent to find out more 
information. Typical examples include: 
 

• Deposit from sale of previous property – Obtain details of the property price and when the 
transaction took place. This could be verified using websites such as Rightmove, MousePrice 
or Zoopla, or evidence could be obtained from the customer such as sale particulars or 
solicitors completion statement. 

• Savings – Obtain bank statements and information about how the savings were built up; the 
latest statement may cover this, however, in keeping with the requirements for anti-money 
laundering, we are looking for a build-up / fairly consist balance of funds, so if a ‘large credit’ 
suddenly hits the account, the source / origin should be queried and verified where possible 
and further statements may be required.  

• Inheritance – Obtain solicitors statement to show the inheritance is being paid perhaps with 
bank statements to further support this. 

• Gift from a Relative – Obtain a letter signed by the relative confirming the amount of gift and 
whether there are any conditions attached to the provision of that money. It is usual to obtain 
bank statement from the customer and the relative showing the transfer / origin of funds as 
well, but be careful not to send this to the lender unless the donor gives you permission 
otherwise this may be deemed a data protection breach. 

• Gift from Vendor – Most lenders will not accept this type of gift unless it is from a building 
developer. Evidence of the amount of gift and any conditions associated will be required 

• From another mortgage – Obtain evidence that the mortgage has been granted or at least 
that an application has been submitted. A mortgage offer document is ideal however an 
agreement in principle will suffice if the offer has not yet been issued. A copy of the application 
should also be obtained where possible to help verify the customer’s information.  

 

A full explanation of the deposit is needed on the fact find and this should then be ‘sense-checked’ to 
make sure it seems realistic. It is often necessary to add some notes to provide a suitable explanation. 
 

Don’t forget that the deposit may have come from the Proceeds of Crime so failing to adequately 
assess where the deposit has come from may mean you are unwittingly party to a financial crime 

PROOF OF DEPOSIT 

BANK STATEMENTS 
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Due Diligence / Compliance Note - We have seen an increasing number of applications being queried 
by lenders with some ultimately being declined potentially putting the advisor on their radar. Only 
recently a solicitor refused to deal with clients due to concerns over deposit funds after Offer. Our 
advice is to always obtain evidence and verify the source of funds BEFORE submitting an application, 
look for build-up of funds? do things stack up? large credit suddenly appeared?  

 

 
 

 
 

Original Documents: documentation should be certified as a true copy of the original ONLY where 
you have actually seen the original document. 
 

• For photographic ID, these should be certified as a true likeness of the customer ONLY if you 
have actually met the individual 

 

• When the document has multiple pages (such as accounts or bank statements), the first page 
can be certified as long as this also states how many pages are in the document 

 

Online Documents: for online documents, the original information is on screen, the print out is 
effectively your copy. In that respect, online documents should ONLY be certified as a “True copy of 
the original” when you have actually seen the information on-screen. If you have not seen the original 
information, you must not certify the document as such. 
 

Some online bank statements provide a list of transactions and not much else. The document itself 
must identify the person for whom the information is about. 
 

To be acceptable supporting evidence, online documents must contain the following: 

• Customer’s name (& address if available) 

• Reference number (such as account number or staff number) 

• Details of the issuer (name and logo of the bank/employer) 
 
 

 
 
 

The research carried out should reflect the customer’s preferences as identified in the Fact Find as 
this will help support the advice. Putting research in a suitable order based on the customer’s needs 
will help compare products effectively whilst also ensuring you have a robust audit trail.  
 

Key points in relation to the compliance check: 

• Sourcing Report: should be on file in every instance for audit trail purposes (unless client has 
been deemed a mortgage prisoner under the simplified product transfer process).  

 

• Sequence: this document should be obtained at the same time as the mortgage KFI / ESIS, if 
this isn’t the case, we will be looking for a note confirming why. 

 

• Preferences: the sourcing should be obtained using the client preferences as identified by 
the advisor during the fact find process, for example a ‘2-year Fixed Rate with overpayment 
facility where arrangement fees can be added’. 
 

• Ordering Parameters – Should be obtained using either of the following parameters 
 

o Initial Rate 
o True Cost 
o Total to Pay 

 

Sourcing should not be obtained in ‘Lender’ order or ‘Specified Lender Only’ 

SOURCING / RESEARCH 

CERTIFYING DOCUMENTS 
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Common Query: ‘The mortgage deal I have recommended is not showing as I have had to use a 
specialist lender due to client’s circumstances, what should I do?’ We are aware that certain 
situations make it difficult, however it’s always best practice to obtain a sourcing report wherever 
possible, preferably same date as the KFI/ESIS. This again allows you to demonstrate whole of market 
research at point of recommendation / sale/ application 
 

Off Panel Transactions 
 

If a customer’s needs are best satisfied by a product that is not available from the network’s lender 
panel, you must contact compliance using the ‘off panel request form’ for approval to arrange a non-
panel transaction and obtain guidance on how to produce a compliant illustration. 
 

For an off-panel transaction to be approved, there must be suitable justification for the need to go 
off-panel. Typically, this will either be because 
 

• the provider you wish to use offers a unique product that is not available elsewhere 

• the costs (be that either through a beneficial interest rate or lower fees) may be beneficial to 
the customer 

• the provider is able to provide a loan which would be unavailable through the existing lender 
panel 

 

For example: A customer wants to buy a property in a small town which also has a small 
building society. The building society is not big enough for national coverage however will lend 
market leading rates for properties in that particular town. In this situation, even though there 
are appropriate lenders available on the panel, it is in the customer’s best interests to get a 
mortgage with the small building society. 

 

Please note: You may not submit an application for an off-panel transaction to the provider until 
the request has been approved 
 
 
 
 
 

Key areas that the CRO will look at, include: 
 

• Advisor, firm declared, and client’s names documented correctly 

• Produced same day or before submission date of application, not after 

• Reflects client’s preferences in the Fact Find / product applied for on application 

• Monthly payment fits within client’s budget 

• Any fees documented correctly - Broker Fee declared 
 

A mortgage application MUST NOT be submitted until such time as a valid KFI / ESIS has been 
issued to the customer in a durable medium (email or printed) AND they have had an opportunity 
to consider it and make an informed decision as to whether or not to proceed with your 
recommendation.  
 

Compliance Note - The mortgage application should be submitted within a reasonable timescale of 
issuing the client with a KFI / ESIS, ideally within 48 hours, if this period exceeds 7 days, we would be 
looking for a note on file confirming the reason for the delay. 
 
 
 
 
 

MORTGAGE KEY FACTS ILLUSTRATION / ESIS 
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This must be uploaded to the CRM system within 5 days of a full mortgage application being 
submitted to the Lender. 
 

The application should mirror the fact find and reflect the customer’s preferences / your 
recommendation. Care should be taken to ensure that all information stated is as accurate as 
possible.  
 

Compliance will be checking for consistency and that all relevant facts have been disclosed to the 
lender. Non-disclosure could be seen by the lender that the advisor may have been complicit in 
hiding or manipulating facts in order to obtain a mortgage by deceit which could result in lender 
investigation and possible agency loss – It’s worth remembering lenders use systems to check 
incomes, etc and they also share MI between each other allowing them cross ref and identify 
differences / discrepancies between applications. 
 

Compliance Note: Further Borrowing after submission – It’s always worth advising/reminding your 
client of the potential impact on their mortgage application about taking on or applying for any 
further credit while their mortgage application is being processed as this could potentially have an 
impact on affordability and reduce the amount a lender may be prepared to advance. The same 
should be noted for any mortgage that has offered, lenders undertake further credit checks (hunter 
searches) between offer and completion which again could potentially lead to affordability issues and 
offers being withdrawn. 
 

Compliance Note: Lender Monitoring - You will all have noticed over recent years, offer times are 
generally quicker than they were, especially with the larger lenders, this is nothing to do with 
increased staffing to improve processing times, it’s to do with saving time and cost by using 
automated systems. The downside to the advisor is the lenders are undertaking more and more post 
completion checks and auditing. The difference here is that many of the pre-offer fraud checks they 
used to do are now down to you as the advisor. It is considered by the lender (and usually within the 
terms of business that you agree to with the lender) to be YOUR responsibility to know your client 
BEFORE submitting a mortgage application.  
 

Lenders are monitoring 
 

• AIP to Application – Low conversion rates 

• Application to Offer – High NPW levels 

• Offer to Completion – Cases not proceeding / being pulled without a valid reason 
 

Please note: It is imperative that the network is made aware of any cases that NPW so we have an 
audit trail, we have had instances where lenders have raised queries with us on cases / clients that 
we know nothing about. Not only does this look unprofessional but it makes it difficult to defend you 
in the event of an investigation. 
 

Another key area is Right First Time - Lenders have monitoring systems which are becoming more 
sophisticated to look for inconsistency in information recorded, this can be against client’s 
documents, their own internal checking facilities and even against applications that have been 
submitted to other lenders. To assist in this area, we would advise 
 

• Always check lender criteria before submission 

• Always fully package case to lender criteria / requirements 

• Always be prepared - Lenders always reserve the right to ask for further documentation so 
the more you have on file the better 
 

Any one of the above may put you on their ‘radar’. 

APPLICATION 
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This must be produced/uploaded to the CRM system within 5 days of a full mortgage application 
being submitted to the Lender. 
 

The adviser must make a specific recommendation a particular product to the customer, in line with 
the IDD. It is not acceptable to present the customer with a number of choices and let them choose 
as this is not providing the service that you have set out. A customer may challenge your initial 
recommendation or present additional requirements, which then means the recommendation will 
change to another product; that is acceptable as long as a clear change in recommendation is 
documented. 
 

From a compliance point of view, there must be clear justification for the recommendation. 
 

As long as the recommendation is in the customer’s best interests, and it is duly explained, then the 
adviser should recommend whatever product they feel is most suitable, even if this is not the 
cheapest. 
 

Where the mortgage term runs past the customer’s selected retirement age, you must confirm that 
it will be affordable, and document this within the suitability letter (you will also need to obtain 
evidence of affordability). 
 

Suitability letters are expected to include, as a minimum requirement, the following points (common 
errors identified by compliance are highlighted) and these should be as personalised as much as 
possible: 
 

• Repayment type, justification for this selection and any comparison figures between the 
options available and why they may have been discounted 

• The reason for the recommended mortgage type such as fixed, tracker, discounted rate 

• Impacts of any interest rate changes with regards to tracker, discounted or variable products 
recommended 

• Explanation of why the product term was suitable (i.e. 2-year rate, 5-year rate etc.) and what 
will happen after the initial term has expired 

• Affordability, now and once any special rate period has finished (if appropriate); 

• Justification for the whole term of the loan, considering the customer’s anticipated 
retirement age and, where the mortgage will run beyond this age, the impact on 
affordability 

• Implications of any money added to the loan such as fees or consolidation of debts 

• Any product features requested by the customer such as free valuations, free legal fees, 
portability, cash-back, payment holidays etc. 

• Any requirements to repay the debt early 

• Justification for the lender recommended 

• An explanation of the next steps and what the customer should expect from the process. 

• If your recommendation involves your client having to pay any element of an ERC then this 
should be documented, confirming amount being paid, that your client is aware and happy 
to proceed 

• Alternative lending wording if capital raising – By ensuring, the fact find is accurately 
completed to include any additional borrowing where applicable the required wording will 
pre-populate 

 
 
 
 

SUITABILITY LETTER ADVICE 
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ADVICE - Rejected Recommendations 
 

If a customer has rejected all of the personal recommendations made and has requested information 
on a regulated mortgage contract you should note this accordingly and as long as the product being 
proposed is still suitable, may proceed on that basis. 
 
If a customer rejects your recommendation and requests to proceed with a product you do not feel is 
suitable; inform the customer this is not appropriate and do not proceed with the sale. 
 
ADVICE – When are changes required? 
 

If the change in circumstance leads to a change in advice, then the fact find will need to be reopened 
and new research carried out. This will be required wherever the lender or product needs to change 
as a new illustration will be required for the new mortgage. The research on file will need to be 
updated and notes added to the file to explain why the change was necessary. 
 

It will also be required to confirm the new advice in writing to the customer. Often, this could be 
achieved using a short ‘addendum’ letter rather than a full new letter but either is acceptable as long 
as it clearly documents the information required.  
 

ADVICE – When are changes not required? 
 

If a change occurs after the application has been submitted but the change does not affect the advice 
given (i.e. there is no need to change the product and / or provider), there will be no requirement to 
issue a further illustration to the customer. The onus is on the mortgage lender to provide full details 
to the customer that reflect any changes to the original application & illustration. 
 

It is good practice wherever practical & possible to do so, to issue the customer with a revised 
illustration. Where there is no change to the advice, the following process will apply: 
 

• Obtain and provide the customer with an updated illustration, where possible; 

• Add notes to explain the change and the reasons for this; 

• Add to the system any documentation supporting the change, such as the lender’s ‘Change of 
Property’ form. 

 

Please note, there will be no requirement to provide the customer with an additional suitability report 
or addendum letter as the original advice has not altered.  
 
 
 
 
 
Buy to Let applications ARE being scrutinised and monitored by mortgage lenders and here are some 
things to be mindful of: 
 

Is it a Regulated BTL? If the property will be rented to a member of the owner’s immediate family 
(grand-parents, parents, siblings, children or grand-children), or the owner intends to reside in the 
property at some point, then the scheme would be regulated. 
 

Is it a Consumer BTL? The property was originally acquired by the owner for purposes other than 
renting it out. Typically, would cover situations where someone has inherited a property, or perhaps 
when they originally bought the house to live in but now have decided to rent it out (LTB). 
 

BUY TO LET 
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Affordability - The same principles apply to demonstrating and evidencing affordability as you would 
on a regulated mortgage application - It is still a requirement to complete the affordability section 
on the fact find and obtain the same supporting evidence as for a standard mortgage. 
Can the mortgage be maintained at the time of the advice and into the future as far as can be 
reasonably assessed? 
 

• Purchases – Obtain letter from a Letting Agent (note the lender will independently assess the 
rental income potential as part of the valuation process) 

 

• Remortgages - Obtain current rental agreement / 3 months bank statements showing rental 
income received 

 

Void Periods – to demonstrate affordability to cover void periods you should obtain documentary 
evidence to show mortgage payments can be maintained over a 3-month period based on an interest 
only mortgage payment, such as: 
 

• A savings statement with sufficient funds, OR 

• A current account statement If client has sufficient free disposable income in that account 
 

Rental Income & HMRC - BTL Remortgages/Product Transfers (including simplified process): If a client 
has owned a property for more than 12 months evidence should be obtained confirming that all rental 
income has been declared to HMRC. We have seen an increasing number of lenders asking for the 
advisor to provide this information during their post completion checks, to this end we require:  
 

• If rented for just over 12 months – Evidence of submission / SA302 if available 

• If 18 months or longer - latest SA302 / Tax Computation & Tax Overview 

• Note - for LTD Company BTL’s, the Company Accounts would cover this 
 

If none of the above is available, then we advise you walk away unless the client provides you with a 
plausible reason – Please contact compliance if you require any assistance or further guidance. This is 
becoming a hot topic and the revenue are clamping down on landlords as this is ultimately potential 
tax evasion. 
 

Limited Company BTL’s & Tax Advice: the client should be asked, if they haven’t already done so, to 
seek independent tax advice and we would expect to see a note on file confirming who they have 
spoken to. Reference to this should also be covered in the suitability letter. You are not permitted to 
offer tax advice; this is not covered by your regulatory permissions with the network nor covered by 
the professional indemnity insurance.  
 

Compliance Note/Due Diligence - Fraud Risks 
 

Lenders are monitoring BTL’s more than ever 
 

• Scheme Manipulation – Be vigilant for clients trying to bypass income thresholds. Lenders are 
taking a closer look at BTL’s and obtaining more background information than they perhaps 
would have done in the past. They are conducting more after-sale checks to assess if the 
customer lives at the property. This is highlighting some poor practices and is causing lenders 
to take strong action against the advisers involved 

 

• Non-disclosure - Lenders have seen more and more non-disclosure on Buy-to-Let applications. 
Typically, the information being missed includes other properties not being disclosed, incomes 
being mis-stated, and address histories being manipulated 

 

• Multiple applications - Often with Buy-to-Let, multiple applications are legitimately made for 
the same customers for different properties, often over a period of time when building up or 
remortgaging a property portfolio. Sometimes multiple applications are made for the same 
property to different lenders at the same time or following a rejection, new applications are 



April 2019 

made for the same property. Whilst this is common, lenders will look out for key details being 
altered between applications to get the case through. Even if the two applications are with 
totally different lenders, the information which is shared in order to avoid fraud is considerable. 

 

• False Documentation - Are still widely used, perhaps more so with Buy-to-Let in the hope that 
the lender will not pay as close attention as they might with regulated schemes. Lenders are 
taking a closer look at cases, more and more advisers are finding lenders taking action against 
them or their firms, especially if there is more than one case leading to a suspicion of the 
adviser being directly involved. 

 
 
 
 
 
 

The adviser should look at the whole market to ensure the client is being treated fairly and has the 
most suitable product for them - If the adviser goes on to make a recommendation from the whole 
market (remortgage) then the full (standard) sales process MUST be followed 
 

Only in cases where there is a clear and documented reason why the PT is the only option for the 
client can whole of market sourcing be omitted. Acceptable reasons would include: 
 

• Income has dropped and is now outside maximum income multiples for other lenders 

• Employment status has changed within the last year, making a new mortgage less viable 

• Impaired / Adverse Credit 

• Property construction 

• The existing lender is offering a special loyalty reward making the deal obviously more 
competitive than the open market 

 

Whichever way you proceed, you must give advice to the customer - Just saying that the client 
wanted a PT would be treated as execution only which we do not permit.  
 

Where an adviser finds that a product transfer is the best option for the customer, they are able to 
follow the simplified process below, rather than the usual, full sales process. NB – If the recommended 
lender requires income proof due to a term change or for any other reason, then these documents 
must be uploaded onto the HLP / MSN CRM system. 
 

Simplified Product Transfer Process - Where the reason for not researching the wider market is due 
to customer circumstances (‘mortgage prisoner’), as a minimum the following should be on file 
 

• IDD 

• Updated Fact Find – Including full notes detailing why client is deemed a mortgage prisoner 

• Product Transfer Illustration / Offer 

• Product Transfer Suitability Letter  

• ID & POR - If you have not dealt with client before or if the lender requires these documents 

• BTL Applications – Confirmation that rental income is being declared to HMRC is still 
applicable 

 
 
 
 
 
 
 
 

PRODUCT TRANSFER 
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The FCA focus on mortgages that include an element of debt consolidation, so the reasons for 
consolidating existing debts should be documented in both the fact find & suitability letter.  
 

Recording of existing debt - Key information which MUST be obtained which are 
 

• Type of debt 

• Interest rate 

• Monthly payment 

• Remaining term 

• Exit fees (including ERC’s) 

• Payment history 

• Lender name 
 

There must be documentary evidence on file to demonstrate comparisons have been provided to 
the client detailing costs/savings. This could be either 
 

• Debt Consolidation Calculator 

• Comparison KFI or ESIS with / without debt added 
 

Alternative Finance - There are options which you would be expected to have looked at when 
considering if it is the right customer outcome to consolidate the debt. These would be: 
 

• Further advance with the current lender 

• Secured loan/Second charge mortgage 

• Leaving the debts as they are 

• Debt Management 
 

The template suitability letter paragraphs cover most of these points however care must be taken to 
personalise the paragraphs to the customer’s specific needs and to ensure it accurately reflects your 
discussions.  
 

It is a requirement that evidence of committed outgoings is obtained on every file and this can easily 
be achieved by obtaining the following documents: 
 

• Credit report 

• Bank Statements, 

• Credit agreements / statements 
 

Compliance Note - The file needs to show you have taken sufficient information, carried out a suitable 
calculation, and provided a clear justification to the customer 
 

Common Query – ‘My client is looking to purchase, they are repaying existing debt from sale 
proceeds / deposit monies, do I need to include debt consolidation wording in the suitability letter?’ 
 

Whilst this is not classed as traditional debt consolidation (so no requirement for additional KFI, etc) 
reference should be made in SL that the clients are aware they could have used the additional funds 
towards a larger deposit potentially effecting LTV threshold. 
 

Example wording below for your assistance, please personalise accordingly 
 

You have confirmed that you will be repaying three credit cards with current outstanding balances of 
approximately £10K from savings / family gift. You have been made aware that these funds could 
have been utilised towards a larger deposit which may have resulted in you potentially obtaining a 
cheaper interest on your mortgage product. You have confirmed that it is your preference to repay 
these credit cards to assist with future affordability / The mortgage lender have requested these 
commitments are repaid in order to obtain the mortgage. After our discussions you have confirmed  
 

DEBT CONSOLIDATION ALTERNATIVE FINANCE 
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Additional points to be mindful of if your client is looking to raise capital: 
 

• Fact Find: This should accurately reflect / breakdown what the additional funds are for, if 
o Repayment of unsecured debt – If ANY element of the capital raising is for this 

purpose then the ‘Debt Consolidation’ process should be followed for that part of the 
additional borrowing 

o Home Improvements – Advisable to obtain quotes / costings / plans (if applicable) – 
Especially if it’s for any improvements that involve structural works such as an 
extension (lenders may request this, especially with structural work as they may insist 
on stage payments) 

 

• Alternative Finance – Have all other potential options been discussed 
o Further advance with the current lender 
o Secured loan/Second charge mortgage 
o Personal unsecured loan  

 

Due Diligence: If the property is unencumbered and they are looking to raise capital, how long have 
they owned it? Be mindful of money laundering, if the client has owned the property for a short period 
of time…. 
 

• How did they fund the original purchase? Especially if this was an expensive property 

• Why did they not obtain a mortgage to purchase at that time?  

• Why are they now looking to release capital? 
 

There may be a perfectly plausible reason, a repo that needed complete overhaul so difficult to 
mortgage, or they needed to move quickly to secure the property. However, does a client looking to 
remortgage to release a large percentage of the properties value that they purchased for £700K 8 
months ago sound as plausible? Extra caution should be added to the mix if it’s a BTL 
 
 
 
 
 
Arguably this may not be the most cost effective way for a client to borrow additional funds however 
they may be locked into their current mortgage that will incur ERC’s if they remortgage away, and with 
second charge secured loans usually more expense (potentially higher rates / large arrangement fees) 
this may be the most suitable option.  
 

Common Query – ‘My client is looking to borrow extra money from their existing lender for home 
improvements, what documentation is required?’ In a nutshell, the full mortgage sales process 
should be followed as the clients are borrowing additional funds. Points to note: 
 

• Fact Find: 360 doesn’t have an option for a ‘further advance’, we suggest this is input as a 
remortgage, adding relevant notes and manually amend / update the submission screen 
 

• Sourcing Report: Ideally whole of market sourcing should be obtained as potentially after 
research you may find that a remortgage is the most suitable option. However in lieu of this, 
if your client will be faced with an ERC then obtaining evidence of this would replace the need 
for a sourcing report – A copy of the clients current Mortgage Offer would cover this (other 
documentation could include – Latest Mortgage Statement (if product end date shows) / KFI 
or ESIS if you did clients previous mortgage application) 

 
 

 
 

REMORTGAGE - ADDITIONAL BORROWING  

FURTHER ADVANCE 
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Usually the most cost-effective way for a client to move home if they are locked into their current 
mortgage due to ERC’s. However, it could be a situation where your client may save money if they 
move lender, this could be dependant on a number of factors, such as amount of ERC payable, what 
rate they are currently paying and for how long compared to what other deals are potentially available  
 

Common Query – ‘The client is porting, not borrowing any more money, they are staying with the 
same lender so why do I need to follow the full mortgage sales process?’ Whether the client requires 
a like for like mortgage or borrowing any more money to facilitate the house move the full mortgage 
sales process should be followed, they may well be staying with the same lender, but ultimately the 
mortgage is not guaranteed, it will still be underwritten, assessed for affordability and credit checked 
in the same way as any new mortgage. Points to note: 
 

• Fact Find – Please remember to add any relevant notes to give an overview of the clients’ 
requirements as it may not be clear from Fact Find as there is no specific selection option for 
this type of transaction. For example, it would assist to note new mortgage split if client is 
borrowing additional funds 

 

• Sourcing Report - Ideally whole of market sourcing should be obtained, however in lieu of 
this, obtaining a new KFI or ESIS from the lender will confirm existing mortgage ERC costs 
 

• Mortgage Illustration – Obtain a formal illustration from the lender as this should ensure all 
information is correctly documented, including existing and new borrowing, correct mortgage 
term & product details (especially where the client may have a split product if clients are 
increasing their mortgage) 

 
 
 
 

 
 
 
From a compliance point of view, we are looking to ensure that right-to-buy customers are not being 
charged any more or being treated any differently from other customers. Fees must be a fair 
reflection of the work carried out, and in line with the firm’s typical fee structure 
 

 

The adviser of the firm dealing with a Right to Buy customer must discuss the implications and the 
additional expenditure that could be incurred, such as maintenance of the home by changing from 
paying rent to taking out a mortgage, when assessing affordability. This needs to be fully documented 
on the fact find. 
 

 

We also need to see a clearly documented suitability report that demonstrates a high level of care has 
been given to the customer with clear explanations of how the mortgage works, the risks and 
consequences of certain choices such as adding fees to the mortgage. 
 
 
 
 
 
 
 
 
 
 
 

PORTING / ADDITIONAL BORROWING 

RIGHT TO BUY 
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From a compliance point of view, we’re looking to see that a sub-prime mortgage was suitable for 
the circumstances of the customer and that the risks have been made clear 

 
 

• Fact Find – Should clearly document client’s current situation – Adverse credit recorded in 
detail (amounts, relevant dates such as dates of judgements and dates of satisfaction) 
 

• Credit Report - Advisable to obtain a copy of the customer’s credit report in order to show a 
good understanding of their current financial situation 
 

• Vulnerable Client – Potentially a client with adverse credit could be deemed vulnerable, there 
could be a plausible reason why they have credit issues or they may have a gambling habit, a 
history of overspending, running up debt or just living beyond their means. Care should be 
taken to ensure that the client is not being put in a more detrimental position, especially if 
they are looking to remortgage to clear debt. The more information obtained will demonstrate 
you have undertaken the relevant steps to fully understood your client’s circumstances before 
making a recommendation. Please Note – There are a number of other reasons a client could 
be deemed as ‘vulnerable’ – Refer to ‘Guide for Delivering Good Customer Outcomes’ 
Section 5 P16 

 
 
 
 
 

 
 
For limited company applications, it is important to capture the personal information for the directors 
of the company. In this situation, the fact find should be completed with the Limited Company as 
customer 1 and the directors as subsequent customers. 
 
 

Capacity to Borrow - Not all Limited Companies are able to borrow money. There could be a restriction 
on this written in to the company’s Memorandum of Association so a copy of this should be obtained 
on file for each company application. This is normally downloadable for free from the Companies 
House online system. 
 

It should also be noted that even where companies have the capacity to borrow, there may be 
requirements placed on it for agreeing and authorising a mortgage application. This could be 
something simple as a requirement for a minimum number of directors to agree the loan. In any 
respect, there should be a documented resolution passed at a board meeting and the adviser should 
obtain a copy of that resolution where possible. 
 
 

Affordability 
 

• Larger companies – This could be the company itself so the income and expenditure section 
of the fact find must reflect the company’s income and outgoings 
 

• Smaller companies - Especially those with one director, may be funding the mortgage from 
the income of the director/s. In this case, the income and expenditure of the directors will 
need to be considered for affordability. 

 
 
 
 
 
 
 

LIMITED COMPANY APPLICATIONS 

SUB-PRIME / ADVERSE 
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What is a RIO? It’s a product designed for older borrowers that allows them to pay the monthly 
mortgage interest until they move house, go into long-term care or die. The loan is repaid by selling 
the house at one of these events. Available only to the over 55’s, this is likely to be a popular solution 
for customers who may be reaching the end of their existing mortgage arrangements, still with a debt 
outstanding, but without the means to make capital repayments.  
 

It displays some similarity to Lifetime (Equity Release) mortgages but the two products should not be 
confused, especially given that Lifetime mortgages carry a different level of permission within the 
network and should only be offered by individuals with the correct qualification and competence. 
 

Sales Process - The normal mortgage sales process will apply, albeit with some adjustments to ensure 
the risks are made clear and that the customer understands the implications of a mortgage of this 
nature. 
 

• Fact Find - The normal fact find should be completed on the system but for RIOs, there will be 
a need for additional notes. The fact find must explain why the customer needs a RIO and 
cover off the risk areas. 

 

• Research - As with all files, there must be research to show a comparison across the different 
RIO’s available but it will often also be appropriate to research alternative solutions. For 
example, extending the term on a standard mortgage or even a straight remortgage off a high-
interest product may offer a better solution in the long term. There must be a clear evidence 
on file that these alternative solutions have been considered. 

 

• Proof of Income - An area where RIOs differ from lifetime mortgages is that there is a 
contractual requirement to maintain the monthly interest payments, which is contractual so 
affordability must be established. Compliance Note - Due to the nature of the mortgage, 
evidence of retirement income will be required on every case. Even where the customer is still 
working and, in some cases, may continue to do so for perhaps 20 years or more, it must be 
established that the client will be able to realistically afford to maintain those payments. 

 

• Suitability Report - The standard suitability report will cover most elements of the 
recommendation but again, care will be needed to ensure it explains the risks to the customer 
in a clear and straight forward way. 
 

• Additional Borrowing - The reason for the additional borrowing must be clearly documented, 
consideration must be given to the alternatives. (personal or secured loans, or a standard 
mortgage if there is sufficient term available) Compliance Note - If the additional borrowing 
is in excess of £10,000, the file must show you have discussed and considered the potential 
impact on certain state benefits. Keeping more than £10,000 in capital could affect access to 
pension credit, housing benefit and council tax support so any additional money that is not 
planned to be used straight away could reduce the customer’s benefits entitlement. Customers 
should be encouraged to seek specialist benefits advice if necessary. 

 

• Debt Consolidation - Consolidating existing debts into a RIO may cost the customer 
considerably more over the long term. Particularly as there is no repayment of capital and 
because the mortgage could run for a very long time, the risk must be made clear. Compliance 
Note - Because there is no defined end-date to a RIO, you will not be able to easily calculate 
the difference in cost compared to maintaining the debts as they are however care must be 
taken to assess and explain the overall risks. It may be more prudent for the customer to seek 
specialist debt advice instead. 

 
 
 
 
 

RIO’s 
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Equity Release mortgages are considered a higher risk type of arrangement due to the fact that they 
are specifically designed for elderly people and there is a duty of care to ensure they are treated fairly 
and given appropriate advice. These types of plan are split into two distinct categories: 
 

• Home Reversion Plans – an arrangement where the customer sells all or part of their home 
to a Reversion Provider in exchange for a lump sum of money; 

 

• Lifetime Mortgage – a mortgage secured on the customer’s property which does not have to 
be repaid until they sell the property, move into long term care, or die. 

 

HLP / MSN only has permissions for Lifetime Mortgages and NOT Home Reversion Plans. 
 

Due to the high-risk nature of Lifetime mortgages, the FCA have made it clear that this is an area which 
should be dealt with by brokers who will specialise in this type of activity and will be able to 
demonstrate regular activity in this market. Approval needs to be granted by the Network before 
advice can be given on these types of mortgages 
 
We have a dedicated ‘Pathway to Competence’ for anyone wishing to get into this market. Please 
refer to the Lifetime Mortgage Procedures manual for more information on procedures for arranging 
and advising on lifetime mortgages. 
 
 
 
 
 
Within the mortgage industry, lenders have become increasingly nervous about advisers writing their 
own business. Scheme manipulation and fraud have increased greatly and there is more incentive to 
submit false information on cases. This might only be a minority of individuals who have submitted 
cases which have caused concerns however the risk is significant enough to lead to most lenders 
prohibiting adviser’s writing their own business. 
 

Is it still an advised sale? Yes. HLP / MSN do not allow execution only sales so advice must still be 
given by an independent adviser within your firm or within the network.  
 

There is a separate network guide for ‘own business’ and you should refer to that for further 
instructions on how to proceed. 
 

Business for Friends & Family: advisers are able to transact business for their friends and family as 
long as they are not directly party to the mortgage, in which case this can only be done by another 
adviser as described above. Friends and family business must be transacted in exactly the same way 
as any other case with full documentation and validation being carried out. 
 
 

LIFETIME / EQUITY RELEASE 

OWN BUSINESS 


