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Assessment of Affordability - FAQs  

 

Why are you making changes? 

As a responsible lender we must make a reasonable assessment of a customer’s ability to repay 
their loan. To remain compliant and efficient, we have enhanced our assessment of affordability 
for all UK regulated business (Recourse and Non-Recourse) to help minimise the risk of financial 
distress for customers. 

Premium Credit already assess affordability for regulated loans using data provided by the Credit 
Reference Agency (CRA), proportionate to the loan repayment size. By automating this process, 
we are able to complete a more robust affordability assessment. This ensures customers 
choosing finance are not adversely affecting their financial situation and are able to afford the 
repayments.  

 

What has changed in the current process? 

The enhanced affordability checks are automated, so in most cases there should be little or no 
impact. A small percentage of customers will be asked to provide additional information such as 
income to support their application. Where additional information is required and customer contact 
details are provided (email or postal address), our Affordability Team will request it directly from 
the customer.  

In addition, we will review affordability for more customers with higher value loans on renewal or 
following a mid-term adjustment where the loan value has increased significantly. 

 

Will this affect Renewals and Mid-term adjustments? 

Yes, our affordability checks need to be proportionate to prevent customer detriment and 
therefore, we will review customer affordability following renewal or mid-term adjustment where 
the loan value has changed significantly.  

 

What is being assessed? 

We assess the customer’s ability to repay and will look at a combination of:  

• the type of loan and the amount of credit requested; 

• their existing credit commitments and financial situation, including an income and expenditure 
statement and proofs of income where provided;  

• how they have handled their financial affairs in the past;  

• their personal circumstances and any likely future changes, which they have told us about;  

• information supplied, including proof of their identity and why they are applying for the loan;  

• information from CRAs;  

• any security they have provided (such as an underlying insurance policy). 
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Will these customers need to provide proof of income? 

The Credit Reference Agencies we use can verify income, so in most cases, we will be able to 
complete this check without additional evidence. However, where this is unsuccessful, our 
Affordability team will ask the customer for income details and in some cases, we may also need 
expenditure information. 

 

Why hasn’t the CRA managed to verify a customer’s income? 

There are several reasons why the CRA might have been unable to verify a customer’s income 
satisfactorily; 

• They have recently changed address and the CRA is unable to get a good match at the 
new address 

• They opened the bank account, into which their income is paid, prior to 1999. This is called 
a non-consenting account and the CRA is not allowed to use the current account data to 
validate income 

• They recently started work so there is no track record of income being paid into their bank 
account. 

• They earn an irregular income and/or their income is not always paid into their current 
account (perhaps they are self-employed or are employed casually, paid cash etc). 

 

How will the additional information be collected? 

We have made some changes to how we can satisfy our income requirements. Depending on the 
level of income required we will; 

1. Email the producer to ask them to provide us with the job title and occupation of the 
applicant. We will take this information and, using Office for National Statistics (ONS) 
data, derive a modelled income based on profession. If the information is unsatisfactory, 
we will revert to (2) below. 

2. Either email, or where no email address has been provided write to, the customer to 
request proof of income and/or expenditure. This process will be repeated seven 
calendar days later where no response has been received. 

3. For larger loans we will manually review as these are typically our insurer or High Net 
Worth (HNW) clients. We will search available data sources for any information from 
which we can infer their status. For example, a premier league footballer, where we can 
readily determine their income is £25K/week. If we cannot satisfactorily determine an 
income, we will contact the producer for further information. 

After 30 days the application will expire.  

 

Are we going to decline more applications?  

It is inevitable that by introducing a more robust affordability requirements, some customers who 
would previously have been approved for a loan will no longer meet the new criteria. The 
customers we decline will either not meet our prudent affordability test or will have a poor track 
record of repaying debt. By not proceeding with such applications, we avoid the risk of placing 
the customer in a position that affects their ability to meet their existing financial obligations. 
Declines may also occur where a customer fails to provide the requested evidence within a 
reasonable timescale. 
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How can I help? 

You can help minimise the number of cases that fall into review by providing accurate applicant 
details. 

If the applicant is a sole director of a Ltd company and the insurance is for business purposes it 
should be submitted in the Ltd Co name, not in the name of the individual. 

Where the applicant is a sole trader, wherever possible, please include the trading name, eg  
“Julie Jones t/a Jules Taxis” etc 

Mandatory information on regulated applications includes; 

• Title 

• Full First Name (NOT initials)  

• Full Middle Name (as applicable)  

• Surname  

• Date of Birth (for individuals and sole traders)  

• Full Residential Address  

• Full Postal Code (this significantly improves the CRA ability to identify the customer). 

Please ensure that the applicant’s correct email address and telephone number are provided in 
every instance so that we can contact them directly if any further information is required. 

 

Can the customer appeal the automated decision? 

Our appeals process remains unchanged. A customer may appeal a decision by emailing 
Appeals@pcl.co.uk. Or by post to: Appeals Team, Premium Credit Limited, Ermyn House, 
Ermyn Way, Leatherhead, Surrey KT22 8UX 

 

How can a customer make a complaint? 

Our complaints process remains unchanged. A customer has a right to make a complaint by 
emailing qualitycontrol@pcl.co.uk. Or by post to: Quality Control, Premium Credit Limited, 
Ermyn House, Ermyn Way, Leatherhead, Surrey KT22 8UX 

 

Any questions? 

We are here to provide support with any queries you might have, and every question we get helps 
us to expand our FAQ's and better support all our producers.  

If you have any questions, please refer to the FAQs that we’ve produced or speak to your Account 
Manager and they will be able to assist you.    
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