Without prejudice: This advice does not form any part of a contract and is not meant to be all-inclusive. It is issued for general guidance, only. Householders should only rely upon the advice given upon formal application to a Company, authorised by the Financial Services Authority, which is prepared to offer Cash and/or Income taken from the value of their home. This advice does not include the Income option.

EQUITY RELEASE:

1. 
Only consider products by companies that are part of SHIP (Safe Home Income 

Plans) which contain guarantees such as:


. Your right to continue to live in your home


. Guarantees that the cost of the loan will never exceed the value of your 

  house when your Estate is wound up (whatever happens to changes in 

  house values and the overall cost of the loan)

. The freedom to move house (subject to the agreement of the company 

  ensuring that they are able to secure sufficient value in your new home 

  to meet the cost of the loan).

2.
There are minimum and maximum amounts of loan available to you and these 

depend upon your age and the value of your home at the time of the application 

3.
In all cases, the company will require a survey and a valuation undertaken by 

their appointed Surveyor which will have to be paid for when submitting the 

application. However, there are instances where this will be refunded to you once 

the transfer of money has been completed 

4.
SHIP Members require that you appoint a Solicitor to oversee the transaction  

and advise you. Again, there are instances where companies will make a 

significant contribution to legal costs and all such costs can be paid out of the 

monies received, before it is transferred to your account. Normally, your Solicitor 

will receive the whole amount agreed, and will disburse it accordingly, before 

transferring the balance to your account. Disbursements will include any 

additional fees agreed, and explained in writing, at the time of the application. 

5.
The Solicitor will be required to sign the SHIP Certificate and forward it to the 

Company in order to ensure that you have received appropriate legal advice.

6.
Where the maximum amount of the loan is not taken, it will generally be possible 

to secure additional Capital after a period of consolidation and as the homeowner’s age and the value of the house rises, over time. 

7.
The householder will be expected to maintain the property in good order and 

keep appropriate buildings insurance up-to-date.

8.
The majority of products are in two categories:


a).
Lifetime Mortgages:



A Cash sum where:



. there are usually no restrictions* upon how the householder uses the 

  Cash



. there are no repayments during the life of the loan.



. interest (Compound) is added to the cost of the loan on a monthly or 

  annual basis



. the loan and the interest become due when the householder’s Estate is 

  wound up, or when the householder is no longer able to continue to live 

  in their home, for whatever reason**.

. subject to the amount of equity left in the home and any rise in house 

  values, it would normally be possible to withdraw additional cash sums 

  at a later date

*     E.g. 
where the Company identify that repairs or improvements 

are necessary, before agreeing to the Loan. In these 

instances, they will usually provide sufficient monies to 

meet such costs from within the total amount of the Loan 

agreed.



**  NB:

Arrangements are normally made in joint names in the 

case of married couples such that this aspect of the Estate 

is only enabled on the second death, or when the last 

survivor moves out of their home, and the house is sold. 


This type of loan would tend to suit the householder who would not

normally be expected to live long enough for the loan and the interest rate 

to build up to a point where they completely obliterate the value of the 

house when it is sold.

It would also tend to suit the householder who has a higher risk profile 

and/or who has little concern about any consequence to the effects of a 

property diminishing in value to beneficiaries.

There are no guarantees with the cost of this type of loan, therefore, with 

the exception that the interest rate is usually fixed throughout the term, 

and the debt will rise at Compound Interest rates. In addition, the cost of 

the loan will never exceed the value of the house when it is sold (SHIP 

Members’ Guarantee)

b). Reversion Mortgages:

A Cash sum where:

. there are usually no restrictions* upon how the householder uses 

  the Cash

. there are no repayments during the life of the loan.




. there is a guarantee agreed at the outset for the cost of the 

  loan. This is expressed as a percentage value of the house 

  which never changes




. the loan  becomes due when the householder’s Estate is 

  wound up, or when the householder is no longer able to continue 

  to live in their home, for whatever reason**.

. subject to the amount of equity left in the home and any rise in 

  house values, it would normally be possible to withdraw 

  additional cash sums at a later date

*
E.g. 
where the Company identify that repairs or improvements 

are necessary before agreeing to the Loan. In these 

instances, they will usually provide sufficient monies to 

meet such costs from within the total amount of the Loan 

agreed.



**
NB:
Arrangements are normally made in joint names in the 

case of married couples such that this aspect of the Estate 

is only enabled on the second death, or when the last 

survivor moves out of their home, and the house is sold. 


This type of loan would tend to suit the householder who would normally 

be expected to live longer, knowing that the cost of the loan is fixed at the

outset (as a percentage value of the house).

It would also tend to suit the householder who has a lower risk profile 

and/or who wants to be absolutely sure that there will be a guaranteed 

value left in the home for beneficiaries.

There are guarantees with the cost of this type of loan, therefore, which 

mean that the householder can ensures that there will be a value left in 

the home for beneficiaries. However, this guarantee applies, even though

the loan may only have been in place for a short period.

9.
Other Options:


a).
Some companies offer a “draw down” facility which is most beneficial if 

you do not require the full sum available, immediately. This is because 

you are only charged the interest on the amount of money taken out, but 

you also have the facility to draw down the rest of the agreed amount 

(interest charged accordingly) in future years, without the usual approval 

process, application costs and valuation costs. This can be a very 

efficient way of utilising the value of your home, without the worry of the 

full cost of the loan being added to the account, from day one.

b).
Younger applicants (below the age of 65) who prefer the idea of the 

Reversion Plan, can choose to transfer over from their Lifetime Mortgage 

at a future date.  

10. Things to bear in mind:


. No assumptions have been made about any additional Income which could be

  secured by investing Capital sums


. There are additional products within the Equity Release market which can also 

  provide a mix of Cash and Income, if required

. Householders should consider “downsizing” in order to release Cash from their 

  home 

. Householders should also consider releasing money from other investments 

  (where these may exist) before releasing Cash from the value of their home

. It is usually wise to ensure that beneficiaries understand your intentions in order 

  that there are no surprises when the property is sold 

. It will also be wise to reconsider the provisions being made in your Will. 

Members are advised to contact an Independent Financial Adviser in their home area for additional information.

