A professional approach
to lending

Colonial Secured Loans have been operating in
the secured loan market for more than 15 years.

Our service standards exist to provide a
framework for excellence. We work closely with
brokers and lenders to ensure a transparent
and professional service for the benefit of

our customers throughout the secured loan
application process.

We will ensure you receive accurate and detailed
information to enable you to make informed
decisions and borrow with confidence, so please
read this booklet carefully.

For your additional security Colonial Secured
Loans is licensed by the Office of Fair Trading
and should you ever have a complaint that
Colonial is unable to resolve to your satisfaction
you are entitled to contact the Financial
Ombudsman Service.

Many of us borrow on credit to balance our
income and expenditure from year to year. These
credit or loan facilities take many forms. They
include credit cards, store cards, hire purchase,
bank loans, mortgages etc.

The finance industry has made efforts to use
plain English on loan agreements and other
documents but you may still not be familiar with
some of the language used. It is important that
you understand and familiarise yourself with the
terminology. Colonial supports the campaign
for clear English and will ensure that customers
receive all of the information required to enable
them to decide if borrowing is the best way
forward.

Be aware of your legal rights and responsibilities
when obtaining credit. If you have any doubt

as to the meaning of any contract or clause we
strongly recommend that you seek independent
advice from your broker and on occasions you
may also need to consult your solicitor.

This booklet is designed specifically to give
information to those applying to a credit/loan
broker for a second charge secured loan on
their property and will answer many of the

most frequently asked questions. However it

is not possible to cover everything in a single
booklet so if you have any questions regarding a
proposed or existing loan agreement you should
always get further advice.

This booklet is for guidance purposes only and
should not be considered, in any way, to have
provided personalised legal advice.

Borrowing money is a serious matter and you
should always think carefully before you borrow
and ask yourself “Can | really afford this loan?”
as your property may be at risk if you fail to
maintain the loan repayments. Please remember
that loans have to be repaid by the end of the
term.
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What is a secured loan?

In simple terms a “secured loan gives security
to the lender”, not to you the borrower although
customers are protected by the Consumer
Credit Act 1974 and 2006.

The “security” is your house and by making this
available to lenders you may benefit from lower
interest rates and better loan terms, but if you
agree to a secured loan on your home, you
should remember that, although the property
remains in your possession, it can be taken
from you by the lender if the loan and interest
are not paid according to the agreed contract
terms. The lender will have the right to apply

to the courts to evict you and sell the property
in order to recover the money and this is the
same with all banks and lending companies. It
does not matter what type of lender is involved-
high street bank, building society or finance
company. If you borrow money using your home
as security you are agreeing that the lender can
take away your house or flat if you fail to keep to
the agreement.

The decision to apply for a secured loan is a first
step in the customer’s decision making process.

YOUR HOME MAY

BE REPOSSESSED IF
YOU DO NOT KEEP UP
REPAYMENTS ON A
MORTGAGE OR ANY
OTHER DEBT SECURED
ON IT.
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What if | already have a
mortgage on my home?

It is possible to have more than one mortgage on
your home. Many banks, building societies and
lending companies will lend if there is sufficient
“free equity” in the property. This is the difference
between what the property is worth and what
you owe on any existing mortgages. These are
known as second charges or mortgages, or
where there are two existing mortgages they will
be third charges.....

These loan and mortgages are of equal
importance. But some people think that if they
pay their first mortgage they can miss payments
on their second or subsequent mortgage. THIS
IS WRONG. The second mortgage company
has similar rights to the first mortgage company.
The second mortgage company can claim the
mortgaged property, with the consent of the
court, if the terms of its agreement are not kept.

However you are always protected under the
Consumer Credit Act as lenders have to lend
responsibly and check to ensure you can afford
the repayments. Colonial works closely with
lenders to see fair treatment of its customers.




Can | afford the loan?

This is probably the most important question
that you should ask yourself. You must be
confident that you can comfortably afford the
proposed loan.

Although the lenders use an affordability
calculation to see if they consider that you can
afford the proposed loan, it is more important
that you feel you can afford the loan. To assist
you we would strongly recommmend that you list
your income and deduct ALL your outgoings to
ensure that you have a sufficient amount left over
to repay the loan each month.

The FSA website has a Money Made Clear
section (www.moneymadeclear.fsa.gov.uk) which
includes a Budget Calculator for loans which you
may find useful.

How long does it take to
process a loan?

There is a legal consideration period which can
last up to 17 days, during which you will not
be contacted by anyone to ensure you are not
rushed into making a wrong decision.

When you apply for a loan we will send you

a letter enclosing copies of the proposed

Loan Agreement and Legal Charge for you

to consider, we will also ask you to provide
some items that will help us to assess your
application. 8 days later we will send you the
Loan Agreement and Legal Charge that need
to be signed and witnessed. The consideration
period ends either the day that we receive the
signed Loan Agreement or on Day 17, whichever
is sooner.

NO THIRD PARTY THAT IS
INVOLVED IN YOUR LOAN
APPLICATION IS ALLOWED TO
CONTACT YOU DURING THE

CONSIDERATION PERIOD. THIS
INCLUDES ANY BROKER OR THE
PROPOSED LENDER.

If you are contacted please let us know
immediately. Colonial takes this very seriously.

However, you are allowed to contact us at any
time when we will be pleased to answer any
specific questions you may have.

When you have decided you want to proceed
and to enable us to process your loan as quickly
as possible it is important that you supply us
with the items that we request and take time to
look at our requirements carefully so that your
application is not delayed.

What is a Credit Broker?

A credit broker is a firm or person who
introduces the consumer (you) to a lending
company for the purpose of obtaining financial
credit.

Those who wish to trade as a credit broker must
be licensed to do so. The licence is issued by
the Office of Fair Trading. You should be wary of
traders who suggest that the licence endorses
their services or products. It does not.

If you want to check the details or validity of

a licence you can do so by contacting the
Consumer Credit Licensing Bureau at the Office
of Fair Trading or check the public register at
www2.crw.gov.uk/pr/Default.aspx

As you are reading this booklet it is probable you
are applying for a loan via a credit broker- if you
are, ask if he is properly licensed.
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What does a credit
broker do?

The task of a credit broker is to obtain
the loan you require on terms acceptable
to you.

The broker must explain what different
documents are used and what they mean. He
must make all reasonable efforts to ensure that
you are made fully aware of the nature and
terms of the agreement and your obligations
under it. He will provide copies of all relevant
documentation. If anybody (including the broker
or his agent) completes a form on your behalf
you must check it carefully to ensure that the
information provided is truthful and accurate. Do
not rely on the other person “getting it right”.
Remember if you sign a document you will

be held responsible for the accuracy of the
information provided.

Remember your broker may only provide a
limited range of products and may be unable to
provide comprehensive information on other loan
products not within his product range.

The Broker may provide you with information

or application documents through the post or
personal visit to your home. If he visits your
home he must obtain your written invitation

to visit before arriving to discuss the loan. If a
home visit is requested, the broker or his agent
may not use high pressure selling techniques
or engage in aggressive sales techniques or
overstay his welcome.

A credit broker must not misstate your income
or provide incorrect false information on the
application form. He must not invite you to
sign any blank form or one which has not been
completed properly in ink.
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If you have any doubts about how a credit
broker has acted you must take independent
advice. Your solicitor may assist or you can
contact the Citizens Advice Bureau.

How is the Credit Broker
paid?

Credit brokers, like any business, have expenses
to meet but in addition to all the normal
expenses like, rent, rates, salaries, advertising,

a credit broker incurs unique processing costs.
Unlike mortgage brokers a loan broker has to
process each application to verify the information
supplied. This could include valuation costs,
references, consent, land registry, fraud or
bankruptcy searches. Like other businesses, the
broker must cover all these costs in the sale of
his products and services.

BROKERS MUST CONDUCT
ALL BUSINESS IN AN

HONEST AND ETHICAL
MANNER.




Common methods of broker
remuneration

1: Commission is paid by the
lending company

In most instances any broker employed by
you to arrange your loan will want to be paid
for doing so.

It is likely that the broker will be paid by

the lender involved in the transaction.

Unless the broker notifies you to the contrary
the broker will receive one or more of the
following commissions:

v A commission from the lending company,
usually based on a percentage of the
amount you borrow;

v Further commission from the lending
company. The broker may receive further
commission from the lending company,
paid at a later date, at monthly or longer
intervals, worked out as a percentage
of the total loan business placed with
an individual lender. These additional
payments may require a particular volume
of business to be reached in order for
them to be paid. If the broker fails to reach
the required sales volume it may not be
paid. Both the lender and broker will, upon
request, confirm the calculation method
and any amount of commission paid.

In addition to the above, the broker may
charge you a fee for arranging the loan.

2: A fee paid by the borrower

The broker should tell you the amount
of any fee in writing before you enter
into any agreement. The fee should be
fair and reasonable.

The broker may agree with you a fee which
you will have to pay in respect of his work in
arranging your loan. Some lenders limit the
amount of any fees a broker may charge. If
a fee is charged the broker may also receive
a commission from the lender as described
above. The broker will tell you if this is not
the case.

The fee may be included in the loan amount.
The loan agreement will clearly show the
amount of the fee and any extra interest
charged on it.

YOU SHOULD NOT BE
CHARGED ANY UPFRONT

FEES
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