6.3 Sample ‘Statement of Suitability



Mr Murphy,


21 Compliance Avenue,


Co. Dublin.





12 January  20__ 





Dear xx,





Important Notice – Statement of Suitability


This is an important document which sets out the reasons why the product(s) or service(s) offered or recommended is/are considered suitable, or the most suitable, for your particular needs, objectives and circumstances. �
�



Many thanks for taking the time to meet last week. I am now confirming the outcome of our discussions.





Part 1 – Specifying unfulfilled financial need/objective(s) and generic product type to meet that need.





Following an analysis of your financial circumstances and based on the information you have provided, our understanding of your requirements are as follows: 





Examples


Life – you require a lump sum of €200,000 on death to replace income, we therefore recommend you effect a life assurance policy.





General – we recommend that you effect home insurance as it is a requirement to cover a mortgage.





Mortgage – you are a first time buyer and need to borrow €350,000 on a €400,000 apartment, you wish to limit exposure to increases in interest rates for 2 years.








Optional – Where a client has asked to restrict advice to a particular area:


You instructed me to specifically limit my advice to [INSERT AREAS] and I have acted accordingly.  You should be aware that my recommendations may have differed if I had undertaken a full review of your financial circumstances.





Part 2 – Recommendation of product type and how it meets the client’s needs.





Having considered the options that meet your need/ objective(s), I am now going to outline below how the specific features of the product type are suitable to meet your needs.





Examples


Life – the specific type of life assurance policy I would recommend is a 20-year convertible term assurance policy for a sum assured of €200,000. This will provide you with guaranteed cover at a guaranteed premium and there is an option to extend cover for a further period before the expiry of the policy without having to provide evidence of health etc.





General - in relation to the recommended home insurance policy, the policy provides buildings cover of €200,000 and contents cover of €30,000. You should read the policy documents in detail to ensure that you fully understand the risks covered and any exclusion which may apply. You have chosen not to have Specified Risks cover included and so you may have a financial exposure in the event of loss or damage.





Mortgage - we recommend that you take out a capital and interest mortgage for 30 years with a fixed rate for the first 2 years, reverting to a variable rate thereafter. The reasons for this are as follows:  there will be no increases in repayments for the first 2 years. The loan will also be fully repaid at the end of the loan term provided all repayments are made when due.





Part 3 - Recommendation of most suitable product from options available





Having researched the 8 companies with which I hold agencies, I can confirm that 4 companies will provide you with the type of policy you require.  We would recommend Company A as being the most suitable for the following reasons:





Examples


Life - they provide cover at the lowest premium and offer the highest rate of indexation cover if you decide to avail of this optional benefit,





General - they provide cover at the lowest premium and the policy includes accidental damage and all risks cover,





Mortgages - they offer the lowest 2 year fixed rate at 4.5% and a facility exists to increase your regular payments to pay off your mortgage sooner, once the fixed rate period has expired.





Part 4 - Any risks associated with the policy.


We have previously discussed details of any risks associated with the recommended policy. You should be aware of the following risks attached to your policy:





Examples


Life - there is no value payable on this policy at any time.





General - your cover is based on the estimates you have given as to the value of your home and its contents. If these estimates are under the actual values and a loss occurs, you may not receive the full value of your loss.  





Mortgages - you could lose your apartment if you do not keep up the repayments on this loan. You will be subject to a charge by the lender on early repayment within the 2-year fixed rate period.





(Life only) 


The enclosed key features document explains how the policy works in more detail. Please read it carefully so that you understand the benefits, restrictions and conditions that attach to such polices.  





If you are happy to proceed with this policy, please sign and date below. 





Should you require further information regarding the policy recommended please do not hesitate to contact me.





Yours Sincerely, 


______________ (Intermediary Signature)








Please proceed with this cover as recommended.





Michael Murphy    (Client Signature)        (Date)














