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POSTCODE







9th February 2013

Dear Bridget

Introduction
You have asked me to provide advice on arranging your mortgage arrangements.  I now set out the reasons for my recommendations and any other relevant details relating to the mortgage I am arranging for you.

This report is tailored to meet your specific needs and reflect your current circumstances.  It should be kept with the:

· Terms of Business

· Client Agreement & Mortgage Fee Agreement 

· Mortgage Illustration

The above documents were given to you during the course of our meetings and should be retained with the mortgage offer once it arrives. The advice given was based on the Personal Mortgage Fact Find that you and I completed together.

In this report I have presented my understanding of your current situation and your aims and objectives.  This information provides the basis for my recommendations and suitability report.  You should carefully check that the information is correct and note any revisions that need to be made due to any changes in your circumstances.

Please read this letter carefully to ensure my assumptions and advice is in line with the aims and objectives we discussed and agreed, and that you have understood the issues and any risks involved.

Please note that in accordance with your instructions at our first meeting I have only provided advice in relation to your mortgage requirements and have restricted my recommendations to this at this time.

Current Situation 
The following information represents a summary of your present position, as I understand it, based upon the details provided during our previous meetings.

Your current mortgage details are as below:-

	Lender
	Amount Outstanding
	Remaining Term
	Monthly Cost
	Interest rate
	Mortgage in Names of:
	Approx. House Value

	Santander
	£136500
	33 years
	£680.98
	4.74% (Variable)
	XXXXXXX
	£275,000


Suzanne, you are 35 years old and married to David who is also 35 years of age. You have no dependants, have advised that you are both in good health and are non-smokers.

Suzanne you are currently self employed as a Taxation Practitioner. For the last financial year you declared an income of £29,439.  I have taken your assurances that your employment is stable for the foreseeable future.

David is currently employed as an accountant with an income of £45,000.  I have taken your assurances that your employment is stable for the foreseeable future.

Income & Expenditure, Needs & Affordability 
Having completed our Fact Find and Needs Analysis you have confirmed from all sources a total net monthly income of £3,254. Based on your essential monthly expenditure costs of £2,254 you have disposable income of £1,000 per month.

You stated that your mortgage budget would be £800 per month.

Attitude to Risk 
You have indicated that your attitude to risk with regard to repayment of your proposed Mortgage is as follows:

Cautious – You want the certainty of your mortgage being repaid at the end of the term.

OR
Balanced – You are comfortable if all or part of your mortgage is repaid from the proceeds of an investment product such as an Endowment, ISA or Pension.

OR
Adventurous – You are happy to take a risk and pay the mortgage off at the end of the term. 
I can confirm that my recommendation matches your attitude to risk.

General Advice

In addition to tailoring all policies that we recommend to our clients specific needs, we carry out considerable research on a continuing basis and regularly review all the product providers to ensure that at the time of recommendation they meet our high selection standards.

We also make a number of general recommendations in order to ensure that our clients have a strong foundation to their financial policies and we would draw your attention to the following:

Emergency Fund - We would always advise that sufficient funds are kept on deposit, within instant access accounts, to meet any short-term cash needs or emergencies - ideally this should be approximately 2 to 3 month’s average income.

Wills - We would always strongly recommend that up-to-date Wills are in place to ensure that on death, the estate passes to the chosen beneficiaries in the quickest and most tax efficient manner. It is recommended that this area is kept under review on a regular basis and particularly when there are changes to financial or family circumstances. 

Trusts - There are many different reasons why investments or policies may be placed into trust. These include the ability to set up efficient tax policies; being able to make prudent provision for existing family members and later generations being able to protect assets.  This is a complicated area and it is always advisable to discuss it fully with a solicitor in the first instance.

Inheritance Tax (IHT) - You should be aware that the current nil rate band threshold for IHT is £325,000 or £650,000 subject to the client(s) marital status. Assets included in the Inheritance Tax calculation, which are above the exemption limit, are ordinarily taxed at 40% on death.  However there are a number of ways that IHT may be mitigated or protected fully. It is always recommended that this area be reviewed and discussed with a solicitor in the first instance. 

General Insurance - We would always advise that property and possessions are protected with appropriate general insurance policies.  You should be aware that it is a requirement from all lenders that suitable buildings insurance be in place prior to mortgage funds being released. You confirmed that you have / have not got this cover in place.

Objectives
The following represents my understanding of your objectives, based on the information supplied to me at our meetings:-

· Mortgage Address - Flat 4, Belfry Court, Belfry Road, Eastbourne, BN15 7PP
· You would like to remortgage your property on a £ for £ basis.
· You are undertaking home improvements and would like a sum of £50,000 which meets the quotes you have received to undertake this work.  We discussed contingency funds and you have taken into this into account within the amount required.

· You wish to secure a competitive mortgage product that keeps your initial monthly repayment costs low and the flexibility of repaying the loan without incurring punitive early repayment charges.

· You preferred a fixed rate mortgage over a 2 year period.

· You have a preferred mortgage term of 25 years which is in line with your current term.

· You have a preferred mortgage term of 25 years as you wish it to complete prior to which is in line with your current term.

· You would like the mortgage to be arranged on a repayment basis to ensure repayment of your mortgage at the end of the term.

· You would like to keep the outlay of fees to a minimum and would prefer to pay any that are payable rather than add them to the loan.

· You would like to add any lender fees to the loan as you wish to have a positive cashflow. 

Mortgage Recommendation

With your mortgage requirements in mind I have thoroughly researched the market place and as a result I am making the following recommendation:-

Lender:

The Mortgage Works

Property Value:
£200,000

Loan Amount:

£80,000

Payment Type:

Repayment

Product & Rate:
2 year fixed rate at 1.99%

Term:


25 years 

Survey Fee:

£490 Payable on application

Arrangement Fee:
£995 (Added to the loan on completion)

Monthly Cost:

£336.80

Redemption Penalty:
3% of the amount repaid in year 1, 2% in year 2

Redemption Fee:
£145 (payable on full redemption). 

This product meets with your preferences and priorities for the following reason:

· This product offers a competitive interest rate which keeps your initial repayment costs low in accordance with your priority.

· The product offers some flexibility and allows you to make a capital lump sum repayment of up to 10% of the mortgage balance prior to the 31/10/2013 should you have sold prior to this date.

· A term of 25 years has been recommended as this is in line with your current mortgage term which will finish before your retirement age of 67.

· The capital & interest repayment basis will meet your preference so that your initial monthly repayment costs are kept to a minimum. 

· The Arrangement Fee payable will be paid upfront

· The Arrangement Fee payable on completion to be added to the loan.

Affordability

Key to my recommendation is that you are able to afford the mortgage today and in the longer term. You stated that you wish to spend around £800 per month on your mortgage needs and you should be able to afford a mortgage repayment of £738.65 per month. At the end of this term your mortgage will revert to the lender's standard variable rate (currently 4.74%). At this rate that would mean your monthly payment would be £925.58. However, you should bear in mind that the standard variable rate could be higher or lower than the current rate you have chosen.

Please note that if the Standard Variable Rate were to increase by 1% then your repayment will rise by £68.92 per month.

Cost of our Services

The cost of our services are £595 as detailed in the Mortgage Charge Agreement.

Lenders also pay commission and you have the right to ask for information on commissions.  If you wish to see this information then please go to:

http://www.trustpms.com/Global%20Document%20Library/Procuration%20Fees.pdf
Choice Of Lender

You have no stated preference for any particular lender and are pleased to accept my recommendation provided your overall mortgage requirements are met.

The reason for choosing Abbey was the fact that (PLEASE STATE REASONS WHY CHOSEN DISCOUNTING CHEAPER LENDERS BY NAME IF NECESSARY)

KEEP OR DELETE THE FOLLOWING.  PLEASE AMEND / INSERT EXTRA DETAILS IF REQUIRED:

Fees Added to the Loan

You elected to add the lender fees of £995 to the loan.  Please note that this will need to be repaid to the lender, in line with the total mortgage, and interest will be charged as per the Key Features Illustration provided to you.

I have also provided you with a Key Facts Illustration showing you the repayments if the fees were not added to the loan.
Capital & Interest Mortgage

In view of your preference to guarantee repayment of the mortgage at the end of the chosen term I have recommended the capital & interest repayment mortgage method.  Please note that your mortgage will be paid in full providing you keep up the repayments as required by the lender.

Interest Only Mortgage

I discussed the options of repaying your mortgage and emphasised the need to ensure that this was paid by the end of the mortgage term.  I outlined the different methods of repaying, in particular the capital and interest method but you chose to have an Interest Only mortgage.

This means that your mortgage debt will remain the same throughout the term and will be repayable in full at the end of the term.  Although the lender has accepted this type of method it is essential that you continually review it and ensure that you have other repayment methods in place such as an investment vehicle.  The lender will regularly check that you have a credible strategy on how you intend repaying this loan.  Please contact me at any time to discuss changes or alternative plans.

First Time Buyer

As a First Time Buyer I need to make you aware about renting out your property in the future.  It is a requirement of your mortgage lender that you must have the consent of your lender to rent out your property.  Failure to obtain this consent will invalidate your mortgage and the buildings insurance that is connected with your property.  If it is your intention to rent out your home please either contact your lender or myself who will assist you.
Choice Of Term - Longer

Your previous mortgage had a term of 20 years though you have now opted for a 25 year term to make the mortgage more affordable.  We discussed that you would pay more interest over the extended period but this was essential for your affordability.

Choice Of Term - Shorter

Your previous mortgage had a term of 20 years though you have now opted for an 18 year term as you wanted to pay the mortgage off more quickly and you felt that this term was affordable to you.

Debt Consolidation
You wanted to capital raise and remortgage your property in order to pay off your credit card debts of £5,000.  I recommended that this be done by way of arranging an unsecured loan with another lender and warned you that by undertaking this remortgage you would be securitising unsecured debt and although your repayments would be lower you would be paying more interest over a longer period of time.

You stated that you were aware of this and wanted to proceed.

Please note that if you were to undertake a £ for £ remortgage the cost of your new mortgage would have been £222.22 which would have been a saving of £59.90.

Lending into Retirement

The mortgage term for this mortgage concludes after one of your intended retirement ages of 65 years.  Having discussed this matter with you David will retire at age 65 and will then obtain a pension which in itself will not be sufficient to repay the mortgage.  Suzanne you will continuing to work to age 70 and as the mortgage is based on your income it will still be affordable.

If your retirement age does change then please contact me to discuss reviewing this matter.
YOU MUST ALSO GIVE AN ANALYSIS OF THE RETIREMENT INCOME AND HOW THIS IS AFFORDABLE AGAINST THE MORTGAGE.
Right to Buy

Please be aware that you are now moving from a secure council tenancy to a home owner basis.  This means that you will become totally responsible for the property and will have a legal duty as required by the mortgage lender.  As a home owner you will be responsible for the upkeep, maintenance and insuring of the property.  If you were to sell during a certain timeframe, such as 5 years which is fully detailed in the Councils Right to Buy letter, a portion of the discount will become repayable to the council.
Help to Buy Interest Rates

Please note that for the first five years the loan is interest-free.  In year six, you will be charged at least 1.75% which will climb at a rate of 1% of that figure plus any increase in inflation (as measured by the Retail Prices Index (RPI)), every year thereafter.  It is therefore important to consider repayment of this loan within the next 7 years before the interest rate applied becomes excessive.  It is important this is discussed in future reviews regarding your mortgage.
Risk Factors

Your home is at risk if you do not keep up repayments on a mortgage or other loan secured on it.

I reiterate that it is a requirement of the lender that buildings insurance must be maintained under a Householder's buildings policy for a sum not less than that specified by the Lenders Valuer.

Please note that Interest rates vary from day to day, so my recommendation has been based upon the most appropriate lender at the time of my market place research.

Your Insurance Arrangements

Current Provision 
You do not have any current protection arrangements.

Needs & Shortfalls 
You advised that you did / did not wish at this time to discuss areas of protection, needs & potential shortfalls from Life Cover to Long Term Sickness through to Critical Illness cover, Income Protection, Mortgage Payment Protection Insurance and Buildings and Contents Insurance.

Specific Recommendation

As you did not wish to discuss protection arrangements I have asked you to sign a disclaimer.
OR

As you did wish to discuss protection arrangements this is being discussed in a separate letter. 

Confirmation
I would like to thank you for seeking advice from Joe Bloggs Mortgage Services. 

Should you have any queries concerning this report or if you feel any of the above is in any way an inaccurate reflection of your understanding, please contact me immediately.

Adviser Signature __________________________________  Date __________________
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