
Equity Release

Raising Money from your Home – 
Are you getting the retirement you deserve?

Safe Home Income Plans (SHIP) – for your protection
When you arrange an equity release plan through Monmouthshire Independent Financial Advisers, you’re protected by SHIP, because 
we only choose providers who are members of SHIP. 

SHIP was launched in 1991 by Ecclesiastical Life, Hodge Equity Release, Home & Capital Trust and GE Life. It is dedicated solely to 
protecting equity release customers and ensuring their safety and satisfaction. It is supported by the leading providers of equity 
release plans. SHIP plans include these safeguards:

1. �We will provide a fair, simple and complete presentation of any plan we recommend to you, including benefits, obligations, variables 
and limitations, plus all the costs of setting up the plan, what happens if you want to move home, the tax situation, and the effect 
of changes in house values.

2. �You choose a solicitor to look after your interests throughout the process. Before the equity release plan is completed, your 
solicitor will be given full details of the benefits you’ll receive. Your solicitor will then sign a certificate stating that the scheme has 
been explained to you.

3. �The SHIP certificate will clearly state the main cost to your assets and estate – e.g. how the loan amount will change, or whether 
part or all of your property is being sold.

4. �All SHIP plans carry a ‘no negative equity’ guarantee, to ensure you never owe more than the value of your home. 

Monmouthshire Independent Financial Advisers  
can offer you advice on:

Inheritance tax planning • 
Investments  • 

Corporate & personal pensions • 
 Long term care • 

 Key person and shareholder protection • 
 Income protection • 

 Retirement planning  • 
Residential and commercial mortgages • 

 Lifetime mortgages • 
 School/university fee planning • 

Please contact us  
for further information

Telephone: 01633 844456
Website: www.mifa.co.uk

E-mail: info@mifa.co.uk

Personal and Corporate  
Independent Financial Advice

Monmouthshire House,  
John Frost Square, 

Newport  
South  Wales

NP20 1PX

Telephone: 01633 844456
Website: www.mifa.co.uk

E-mail: info@mifa.co.uk
Fax: 01633 844459

Monmouthshire Independent Financial Advisers is authorised and regulated by the Financial Services Authority. Registration number 185037. 
The Financial Services Authority does not regulate Buy to Let or Commercial mortgages, nor taxation or trusts.

Company registered in England and Wales number 3315538. Registered Office Address as above.

Frequently Asked Questions
Is there a minimum loan amount I have to take?
Depending on the scheme and the provider, this could be 
anything between £15,000 or £25,000. You may not have to 
take it all at once, as drawdown loans allow you to take smaller 
amounts over time.

What happens to my partner if I die?
The arrangements for the scheme will continue as they are, if 
the scheme is in joint names. If the property and scheme were 
in your sole name, the property would have to be sold and your 
partner would have to find somewhere else to live (unless they 
are able to repay the lifetime mortgage in full).

What happens if my partner or I need long-term care?
If care is provided in your own home or only one of you moves 
to a residential home then your scheme will usually carry on 
unchanged. If you both move into care, the scheme will usually 
end and the property sold.

How is a scheme affected by changes to my circumstances?
If you take equity release while single and later decide to share 
the home, you may be able to transfer the scheme into joint 
names but this may only be possible if the second person meets 
the schemes minimum age requirements. There may also be 
a charge for this. If you cannot transfer the scheme into joint 
names the other person will not be able to stay in the home if 
you die or move out.

Who is responsible for the upkeep of the property and the 
household bills?
As both you and the provider have an interest in the property 
YOU will be required to maintain the property and keep it in a 
state of good repair. You must also ensure that the property is 
insured to a sufficient level and you will still be liable for paying 
all property related bills, such as utilities and council tax.

If I use an equity release scheme, will it reduce the amount of 
inheritance tax due on my estate following my death?
An equity release scheme will reduce the value of the estate 
you leave when you die, so this may reduce any inheritance tax 
payable. Seek advice first if you are thinking of using an equity 
release as part of your inheritance tax planning.

Call us today to find out more

At Monmouthshire Independent Financial Advisers, we’re not 
tied to any provider. We use our up-to-date sourcing system 
to provide a highly personalised service that looks at all the 
products available, help you choose one that’s right for you, and 
negotiate the best deal and rates on your behalf.

You can talk to our expert advisers at our offices, or we can 
arrange a home visit if you prefer. Your initial consultation is 
completely free with no obligation to commit.

Call us today on 01633 844 456 or drop in to any Monmouthshire 
Building Society branch, where you can arrange an appointment to 
discuss equity release - or any other financial advice you may need.





Use the value of your home  
to raise extra cash
If you are in your late 50’s or older, you may have paid off your 
mortgage or be close to doing so. Your home is an asset that’s 
almost certainly increased in value (or equity as it’s also known)

Average house prices in the UK have more than tripled over the 
last fifteen years*, and this is why some people are using equity 
release to free up some of the capital from their home, to live 
the retirement they always imagined. 
* Source: Department of Communities and Local Government Housing Statistics 
2008 www.communities.gov.uk 

Equity release can help you to turn your retirement dreams into 
a reality. It can make available monies which you can use for 
purchases you have delayed or simply to top up your income 
levels to make your retirement more comfortable.  

However, equity release is not suitable for everyone. 

A matter of choice –  
what option suits you?
There are two main kinds of equity release schemes:  
lifetime mortgages and home reversion schemes.

Lifetime Mortgages:

•  A loan you take out that is secured on your home 
•  �No monthly capital repayments are required unlike a standard 

mortgage. The original loan amount (‘Capital’) is repaid by the 
sale of the property (upon your death or if you move into 
long-term care or if you decide to move home). In most cases, 
the interest charged on the loan is also repaid by the sale of 
the property. Some lifetime mortgages, however, do require 
interest to be paid on a monthly basis. 

•  �Interest on the mortgage can be fixed or variable depending 
upon the plan

Home Reversion Schemes:

•  �Sell all or part of your home to a third party – usually an 
individual or reversion company

•  �Usually receive a lump sum cash payment or in some cases, a 
regular income

•  �You can continue to live in your home though you are no 
longer the owner, but a tenant of whomever you have sold the 
property to

•  �The home is sold only when you die or move out into long-
term care

Focus on Lifetime Mortgages
There are several types of lifetime mortgages available:

Roll-up Mortgage:

With a roll-up mortgage, interest is not paid during the life of 
the loan. It is ‘rolled-up’ and added to the loan on a monthly 
or annual basis. The interest can be fixed or variable, and is not 
repaid until the house is sold (on your death or if taken into long-
term care or if you decide to move home). 

A ‘lump sum’ mortgage means you receive the loan as a cash 
lump sum. Interest is then charged on both the loan and the 
interest already added. This means that the amount you owe can 
grow or ‘roll-up’ very quickly.

A ‘drawdown’ mortgage allows you to take smaller amounts 
of funds over time, which can be taken at regular intervals or as 
and when you need them. The amount you owe will grow more 
slowly compared to if you take an upfront lump sum. 

Interest-only Mortgage:

This loan gives you a cash lump sum upfront, and interest is paid 
each month at a fixed or variable rate. If interest is variable, and your 
pension or income source is fixed, you may experience difficulty in 
meeting your repayments when interest rates rise. The amount you 
borrow upfront is repaid when your home is sold. 

Home Income Plan:

This loan gives you a cash lump sum upfront which is used 
to purchase an annuity that provides a regular income, which 
is usually fixed for life. Part of this income is used to pay the 
interest on your loan, normally at a fixed rate. The amount you 
originally borrowed is repaid when your home is sold. 

This type of scheme is usually only suitable if you are older  
as the extra income you receive is fairly low if you choose to 
take the annuity soon after retirement. The older you are when 
you purchase the annuity, the higher the income you will receive  
as there are fewer years over which the income will need to  
be paid. 

Case study: Roll-up Lifetime Mortgage

Example 1
Hilda takes out a ‘roll-up’ lump sum mortgage for £45,000 with 
a fixed interest rate of 7% a year. When she dies ten years later, 
her home is sold and the lender gets back the original loan 
of £45,000 plus the rolled-up interest; £88,522 in total. Her 
beneficiaries receive the balance remaining from the sale.

Example 2
Annie takes out a regular income lifetime mortgage that gives 
her a fixed income of £200 per month. The interest rate is 
fixed at 6.5% a year. Annie also agrees with the lender that the 
arrangement fee and valuation fees (£595 in total) will be added 
to the loan, so she has less to pay in advance.

After a year, the total she owes is £3,190. She has received 
£2,400 (12 x £200) and £595 was added to the loan. The lender 
charged £195 interest for the first year. Annie dies after 15 years 
having continued to take £200 per month under the drawdown 
mortgage. She has borrowed £36,595 and interest was added to 
the loan each year so the total owed to the lender is £63,339. 
Her home is sold, the total owed paid to the lender and her 
beneficiaries receive the balance from the sale.

Case study: Home Reversion Scheme

George, 68 takes out a home reversion. His home is valued at 
£100,000. He sells 50% to a reversion company who offer him 
a lump sum of £20,000, which is 40% of the market value of 
the half share. When George dies 15 years later, his home, which 
is now worth £150,000 is sold. The reversion company takes 
£75,000 which is their half share of the selling price, leaving the 
rest to George’s beneficiaries.

Equity release schemes may meet some peoples requirements 
but are not suitable for everyone. It is important you 
consider all the options to ensure you get the best 
arrangement for you.

Alternatives to equity release to consider:
•  �Trading down: selling your home and buying a smaller property 

– you keep full ownership of your new home and will avoid 
paying interest on a loan

•  �Using your savings or selling your investments – but take 
advice before doing so 

•  �Trace any pension plans you have lost track of – The Pension 
Tracing Service can help – 0845 6002 537.

•  Check your eligibility for financial assistance for home repairs
•  Check all State benefits to which you are or could be entitled 

How do Equity Release Plans work?
To better illustrate how equity release plans work, here are some brief examples that show you the benefits but also the financial 
implications involved

Focus on Home Reversion 
Schemes
A reversion company buys, or arranges for someone else to buy, 
part or all of your home. You receive the proceeds as a lump sum 
payment, or an income or perhaps both. 

You normally receive less than the full value of your home 
– typically between 35% and 60% – because the buyer is  
unable to re-sell the property until you die or move out into 
long-term care. 

The minimum age for home reversion schemes is normally higher 
than for lifetime mortgages. The older you are, the higher the 
percentage of the value of your home you will receive. In most 
cases, you can continue to live in your home for as long as you 
wish.
Usually you pay no rent, or at most a token amount. Some 
schemes allow you to pay higher rent in return for more 
proceeds from the sale. Once the scheme begins, the buyer 
benefits from any increase in property value. If you have only 
sold part of your home, you benefit from any increase in the 
value of the part you have kept.

You remain responsible for maintaining the property. If you do 
not do so, the reversion company can arrange to have repairs 
carried out and charged to you.

Understanding Equity Release
The only way to decide whether equity release is right for you 
is by obtaining all the facts and understanding all the financial 
and legal obligations. No matter which provider you choose, it 
is important that you are not rushed through this process. Take 
the time to consider all the options available before making any 
commitment. 

You should always obtain Independent Financial 

Advice from a qualified and authorised adviser 

Seeking Financial Advice
There is a cost involved with equity release schemes and its 
recommended you take professional advice before committing 
yourself. Monmouthshire Independent Financial Advisers are 
qualified to advise you on all aspects of equity release and will 
assess whether a scheme is suitable for you.

A Keyfacts document will be prepared specifically for you to 
help you make your decision as it will summarise the important 
features of the scheme. 

You should not make any decisions without this important 
information.

Key issues to consider:
Involving your Family

As your family and their eventual inheritance could be affected, 
you would be advised to keep them informed and make sure 
they know what to do when the plan comes to an end. We will 
encourage you to have input from family members into the 
decision making process.  

The following are some of the areas that we can help advise  
you on: 

Different Levels of Flexibility

Some plans offer more flexibility than others. Whilst most allow 
you to receive one lump sum, you will start to accrue interest on 
the entire amount from the start. Others plans allow you to draw 
down money as and when you need it.

The Size of Borrowing

The amount you can borrow is usually based on the value of 
your home, your gender and your age when you start the plan. 
Your current health and life expectancy may also be taken  
into account.

Valuation and Legal Fees

You may be required to pay a valuation fee, with the specific 
amount dependant upon the property value. You are required to 
have an independent solicitor different to the company providing 
the plan. There may be fees associated with your chosen 
provider and the advice you receive, all of which you will have 
to pay. 

We will research the market to ensure your costs are kept to 
the minimum.

Interest Rates

Lifetime mortgages usually have higher interest rates than 
standard mortgages as the provider doesn’t receive any payments 
during the lifetime of the mortgage. 

We will research the market to ensure that you are paying the 
most competitive price for any money you borrow.

Early repayment Charges 

Equity release plans should be viewed as a contract intended 
for life. If you subsequently decide that you want to end the 
plan early, the provider will usually require you to pay an early 
repayment charge in addition to the amount they are owed or 
entitled to. This is normally to cover costs incurred to end the 
plan early. 

We will take into account the costs of any such  
repayment charges.

Benefits and Tax Position

As you will potentially be increasing your savings, any state 
benefits you could be entitled to may be affected. Similarly,  
an increase in your monthly income could mean your tax  
status changes. 

We undertake careful research to ensure you are not financially 

affected in either area before any recommendation is made.
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