GUIDE TO
SELF-EMPLOYED
MORTGAGES

GETTING A MORTGAGE WHEN
YOU’RE SELF-EMPLOYED

You may think that getting a mortgage when you’re
self-employed, freelance or a contractor is near
impossible. That isn’t true. In fact lenders are
generally more understanding of the incomes and
situations that come with being self-employed than
they were in the past.
It is true that the old ‘selfcertification’ mortgages no longer
exist however, as long as you have
enough financial history and a
qualified accountant, getting a
mortgage shouldn’t be any more
hard work than if you were a
‘PAYE’ employed.
In this guide, we’ll run through
everything you need to know,
prepare and do when applying for
a mortgage when you’re selfemployed.

WHAT BEING SELFEMPLOYED MEANS FOR
YOUR MORTGAGE

Mortgages available to
self‑employed people are
no different from any other
mortgages. Lenders will still want
to see evidence of your income
for the last few years (via your
submitted accounts or your HMRC
Tax Calculations & Overviews),
they will look at your credit history
and your overall situation just as
they would if you were employed.

When applying for a self‑employed
mortgage, it’s easy to be
intimidated by some of the
terminology and the apparent level
of scrutiny into your business and
income. When it’s time for you to
find a mortgage, John Charcol will
guide you through the jargon, help
you find a mortgage that’s right
for you and work with you and your
accountant to pull together all the
relevant paperwork.

WHAT YOU’LL NEED IN
ORDER TO APPLY FOR A
MORTGAGE

As with any mortgage, lenders
want to see proof of steady income
and controlled expenditure. If
you’re self-employed, lenders will
be looking for the same thing, and
like everyone else you will have
to provide evidence to prove it
(e.g. personal and business bank
statements).
There are a few pitfalls to be wary
of as a self-employed person. For
example, many people in your
position will seek to minimize
their annual tax liability. Your
accountant may have done a good
job here by minimizing your net
profit before taxation. However,
this could count against you when
applying for a mortgage as the
lower your income, the less you’ll
be able to potentially borrow.
If you are thinking of getting
a mortgage in the future you
may want to talk to one of our
experts to understand what
you can currently borrow, and
how this compares to your
requirements. You can then talk
to your accountant about how your
accounts are presented as this can
have a major impact how much you
might be able to borrow.

HERE’S WHAT YOU’LL NEED TO
DEMONSTRATE TO A LENDER:
AS A SELF-EMPLOYED/BUSINESS
OWNER

In this case, you’ll need to provide
at least one year’s worth of
accounts. Legally you don’t have
to have an accountant to help you
do this but most lenders will want
to know that you have a qualified
accountant. If not you may have a
smaller choice of lenders or you
will have to evidence your income
via HMRC statements/calculations.
When choosing an accountant,
always look for a chartered or
certified accountant.
AS A CONTRACTOR

You’ll need to have a record of
past work and show evidence
that you have future work in the
pipeline. Ideally, you’ll have at
least one year’s worth of contract
work. However, if you haven’t
been contracting for that long
but you can prove there’s a high
likelihood of future work, e.g.
renewed contracts and a future
contract then this may help with
some lenders. It also helps paint
a better picture for a lender if
you had a solid track record of
employment before contracting.

HOW DIFFERENT
COMPANY SET‑UPS
AFFECT YOUR
MORTGAGE
APPLICATION

SOLE TRADER

PARTNERSHIP

As a sole trader, your
accounting should be relatively
straightforward. There’s no one
to share profits with and your
revenue and expenditure should
be reasonably clear. If you do your
tax via the HMRC self-assessment
platform, you may get a form with
the catchy title of SA302. Your
lender may want to see this along
with the rest of your accounts
so it’s a good idea to have this
ready. Some lenders request ‘tax
calculations’ and ‘tax overviews’
which can often be downloaded
from HMRC themselves.

In a partnership, profits tend to be
shared. However, a lender won’t
look at the total business income,
only the share of the profit you
‘take home’. It’s important to keep
accurate and detailed reports so
that it’s clear for a lender to see
your income from the business.
Lenders may want to see the
overall company accounts to get a
better understanding of your full
situation.

LIMITED COMPANY

As a limited company, your
business and your personal
accounts are entirely separate.
This means your income is given
as a salary plus any dividends
you decide to give yourself rather
than just business income/profit.
There are some mortgage lenders
who will take retained business
profits into consideration however,
you may need the help of a good
mortgage broker to help you
find these lenders. If you’ve been
turned away on the sole basis of
your wage and dividends, ask your
broker to find you a lender who
also assesses retained business
profits – if you have those of
course.

HOW TO GET YOUR SA302
YOUR SA302 SHOWS A BREAKDOWN OF YOUR
INCOME SOURCES AND HOW MUCH TAX YOU
HAVE PAID ON EACH OF THOSE SOURCES. IT MAY
INCLUDE INCOME FROM YOUR BUSINESS AS WELL
AS RENTAL INCOME AND ANY INTEREST/DIVIDENDS
YOU RECEIVE FROM OTHER INVESTMENTS.
YOU USED TO BE ABLE TO REQUEST AN SA302 FORM
TO BE DELIVERED TO YOU BY POST FROM HMRC.
NOW HOWEVER, YOU CAN ONLY GET HOLD OF YOUR
LATEST SA302 VIA YOUR ONLINE TAX ACCOUNT.
FROM THERE YOU CAN DOWNLOAD AND PRINT
YOUR SA302 AND PRESENT IT TO YOUR LENDER OR
BROKER.
IF YOU HAVEN’T SET UP AN HMRC TAX ACCOUNT
OR YOU’VE LOST YOUR DETAILS, BEAR IN MIND IT
CAN TAKE 7-10 DAYS TO RESET OR SET UP YOUR
ACCOUNT.

APPLYING FOR A
MORTGAGE

You’ve started in the right place by
reading this guide. Your next port
of call should be to speak to your
accountant (if you have one) and to
speak with our mortgage experts.
We help people with a whole range
in circumstances find a mortgage
that’s right for them. That includes
self-employed people who may be
unsure as to how or where to start
their search for a mortgage.
With John Charcol you’ll get
your own, dedicated mortgage
broker who will help you compare
mortgage deals from all the
providers who lend to selfemployed people. Our experts
will get to understand your
circumstances and present you
with a range of options to choose
from. We can even seek out
lenders who will consider retained
profits and those who will accept
less than two years’ worth of
accounts.
It’s our aim to take the stress out
of finding a mortgage.

WHY CHOOSE
JOHN CHARCOL
We’ve been helping people buy property for over
40 years. Over this time, we’ve helped thousands
of people just like you who’re in search of their
new home. Here’s how we’ve helped all those
people and how we can help you too.
That means:
- You’ll speak directly to your
own personal adviser and case
handler. They’ll stick with you
until the job is done.
- Your adviser will speak to you
in plain English, get to know
you and your requirements
and be totally transparent
with regards to any fees and
charges.
- We’ll provide advice on more
than just your mortgage.
Where ever we can, we’ll help
you through the buying and
moving process and ensure
everything keeps moving and
runs smoothly.

*Correct as of Dec 2018

WE’RE INDEPENDENT

That means we’re not tied down to
a number of mortgage providers
on a panel. Instead, we search a
huge number of providers across
the whole UK market to find a
mortgage that’s just right for you.
We’re also not driven by commission. We’re only driven by the
desire to get you great deal on
your mortgage.
WE’RE EXPERTS

When you’re moving home, you’ll
probably experience the full
spectrum of emotions. We aim to
do our bit to take the stress out of
buying your next home.

96%

OF OUR CLIENTS
RECOMMEND US ON*

*Correct as of Dec 2017

INDEPENDENT
MORTGAGE
EXPERTISE
Helping you get the mortgage you
need to live in the home you love

Call us on: 0333 363 6080
or visit: charcol.co.uk
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YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE

