
Essential Guide to  

Equity Release 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Stoke House, Church Road, Ashford, Kent TN23 1RD | 01233 722999 | www.talisifa.com 

 



 
 
Page 2 of 13 

 
 

 
V20220201 

 

Contents 
  

Introduction ..................................................................................................................................................... 3 

What is Equity Release .................................................................................................................................... 4 

Types of Equity Release ...................................................................................................................................... 4 

Retirement Interest-Only (RIO) mortgages ........................................................................................................ 4 

Lifetime Mortgages .......................................................................................................................................... 5 

Things you need to know about a Lifetime Mortgage ....................................................................................... 5 

Early Repayment Charges .................................................................................................................................. 6 

Charges & Fees ................................................................................................................................................... 6 

Inheritance Protection ........................................................................................................................................ 6 

Home Reversion Plans ..................................................................................................................................... 7 

Charges & Fees ................................................................................................................................................... 7 

Retirement Interest-Only (RIO) mortgages ........................................................................................................ 9 

How do you repay a Retirement Interest Only Mortgage? ................................................................................ 9 

Alternative Solutions ..................................................................................................................................... 10 

Existing savings, investments, and pension ...................................................................................................... 10 

‘Downsizing’ ..................................................................................................................................................... 10 

Financial Support from Family.......................................................................................................................... 10 

State support or Local Authority grants ........................................................................................................... 10 

Unsecured loans ............................................................................................................................................... 10 

The Equity Release Council ............................................................................................................................ 11 

Product standards ............................................................................................................................................ 11 

Equity Release Council Principles...................................................................................................................... 11 

Other Issues ................................................................................................................................................... 12 

Property types and Locations ........................................................................................................................... 12 

Valuations ........................................................................................................................................................ 12 

Legal Process .................................................................................................................................................... 12 

Risk Warnings ................................................................................................................................................ 13 

 

 

 

  



 
 
Page 3 of 13 

 
 

 
V20220201 

 

Introduction 
 

Much of our wealth is tied up in our homes and most of us would probably like to leave that wealth 

to our families. However, there is sometimes a need to balance that natural desire to leave something 

behind against achieving an adequate lifestyle today…  

 

Equity Release offers the opportunity to release cash now; cash that can improve current living 

standards, be used as gifts to children & grandchildren or to pay off other debt. But its use will impact 

on your legacy – so always take professional advice! 

 

The interest charged coupled with changes in property values may ultimately reduce the amount of 

equity left in your property either when you die or when you need long term care. We therefore 

recommend that potential equity release borrowers talk to their families before effecting a loan and 

to consider all other options before embarking on such a course. 

 

The aim of this document is to provide you with an understanding of Equity Release and set out the 

‘pros’ and ‘cons’, without resorting to jargon. 

 

At Talis IFA we use a variety of computer-based research and analysis systems designed for industry 

professionals. Our systems allow us to undertake cost comparisons of various products and funds. This 

can include consideration of existing products against alternative products currently available from 

the whole of the market.  
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What is Equity Release  
 

Equity release is the generic name for the range of financial products that allow you to access the 
equity tied up in your home if you are over the age of 55. It allows you to take the money you release 
from your property as a lump sum, regular smaller amounts, or as a combination of both, whilst 
continuing to live in your home. 

Types of Equity Release 

There are two types of equity release: 

 

1. Lifetime Mortgages 

2. Home Reversion plans.  

 

These products are regulated by the Financial Conduct Authority.  

 

Retirement Interest-Only (RIO) mortgages 

A retirement interest-only is like a standard interest only mortgage. However, they have two main 

differences: 

 

 Retirement Interest-Only (RIO) mortgages don’t have a fixed repayment date.  

 You must prove that you can afford the monthly interest repayments. If the mortgage is in 

joint names, both parties must be able to prove they can afford the monthly payments. 

 

These mortgages are targeted at those over the age of 55 and pensioners, who are likely to find it 

difficult to obtain a standard interest-only mortgage. 
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Lifetime Mortgages  
 

Most people who use equity release do so using a Lifetime Mortgage. 

 

Lifetime Mortgages do not usually require repayments in your lifetime. Interest is simply added to the 

loan like an overdraft, which means the debt will increase at an increasing rate. For example: if you 

borrowed £50,000 at an interest rate of 5% per annum, the table below shows what you would owe 

after: 

 

1 year £52,500 

5 years £63,814 

10 years £81,444 

15 years £103,946 

 

The table clearly shows that at 5% interest after 15 years the amount owed has more than doubled. 

As we go to press (01/02/2022) interest rates are fortunately closer to 3%... 

 

Some modern Lifetime Mortgage products allow you to pay all or some of the interest accrued, some 

allow you to repay the capital as well as the interest.  

 

In the same way that ordinary mortgages vary from lender to lender, so do lifetime mortgages. It is 

important that you explore every option to find the right lender, the right product, and the right way 

to repay the interest charged. 

 

Things you need to know about a Lifetime Mortgage 

 

 The minimum age at which you can take out a lifetime mortgage is 55.  

 The maximum percentage you can normally borrow is based on: 

 Your age at the time of application – it increases as you get older up to c 60%. 

 Some lenders may increase the amount offered on health grounds. 

 The value of your property. (Most lenders have a minimum and maximum value that they will 

use.) 

 Interest rates can be: 

 fixed or,  

 if they are variable, there must be a ‘cap’ (upper limit) which is fixed for the life of the loan 

(Equity Release Council standard). 

 You have the right to remain in your property for life or until you need to move into long-

term care, provided the property remains your main residence and you abide by the terms 

and conditions of your contract (Equity Release Council standard). 

 Products should contain a ‘no negative equity guarantee’. This means when your property is 

sold, and agents’ and solicitors’ fees have been paid, even if the amount left is not enough to 

repay the outstanding loan to your provider, neither you nor your estate will be liable to pay 

any more (Equity Release Council standard). 

 You have the right to move to another property subject to the new property being acceptable 

to your product provider as continuing security for your equity release loan (Equity Release 
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Council standard). Different lifetime mortgage providers might have slightly different 

thresholds. 

 Whether you can pay none, some, or all the interest. If you make repayments, the mortgage 

will be less costly. However, with a lifetime mortgage where you can make monthly 

payments, the amount you can repay might be based on your income. Providers will have to 

check you can afford these regular payments. 

 Whether you release equity as one lump sum or as a series of smaller amounts over time. 

The advantage of the latter is that you only pay the interest on the amount you have 

withdrawn.  

 

Early Repayment Charges 

A Lifetime Mortgage is designed to be repaid when you have died or leave your home because you 

require long term residential care. If you repay your Lifetime Mortgage for any other reason you are 

likely to incur costs for early repayment. These may be substantial. 

 

The early repayment charge is to recover the costs incurred by the mortgage provider when setting 

up the Lifetime Mortgage and in securing the funds. This will vary according to your age(s) at the time 

of repayment. 

 

Charges & Fees 

As with any type of mortgage there are charges and fees that will need to be paid. You should carefully 

read the Illustration that we provide to see what fees apply to you, but typically these include: 

 

 Arrangement Fee: this covers the lenders costs for setting up the lifetime mortgage and is 

normally payable on completion. If you wish, you can add this fee to your lifetime mortgage, 

but it will increase the amount you owe, and interest will be charged on it. 

 Valuation Fee: this is payable on application and the amount of the fee will depend on the 

value of your home. 

 Telegraphic Transfer Fee: this is to cover the costs in transferring your money to your solicitor 

on completion. 

 

There are other fees that you will have to pay:  

 

 Legal Fees: You will have to appoint a solicitor to act on your behalf. You should agree a fee 

with them, and you will be responsible for paying your solicitor. 

 Advice Fee: Our standard advice fee is £1,495. This is payable on completion of the mortgage.  

 

Inheritance Protection 

An inheritance protection guarantee allows you to protect a percentage of you homes future value 

which can pass on to your family when you die. The part that you choose to protect passes on to your 

family/estate when your home is sold regardless of the amount outstanding on the mortgage. Talk to 

your adviser… 
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Home Reversion Plans 
 

An alternative to a Lifetime Mortgage is a Home Reversion Plan. These are highly regulated products 

that require special permissions from the Financial Conduct Authority (FCA). Talis have obtained these 

permissions. Home Reversion plans are HIGH-RISK products that can have major implications for tax, 

benefits, inheritance, and long-term financial planning. 

 

With a Home Reversion Plan you sell all or part of your home in exchange for a lump sum or monthly 

income whilst retaining the right to remain in your home, rent free. But note typically you only get 

between 20 and 60% of the market value of your home for the part that you sell. 

 

You will know exactly what percentage of the property you have sold. The amount you keep will 

remain regardless of the property value unless you decide to arrange further cash releases. At the end 

of the plan your property is sold. The sale proceeds are shared according to the remaining property 

portions owned. For example, if you sell 60% of your property and when sold it realises £200,000 - 

your estate will receive: £200,000 x 40% = £80,000. 

 

When considering a home reversion plan, you should check: 

 

 Whether or not you can release equity in several payments or in one lump sum. 

 The minimum age at which you can take out a home reversion plan. Some home reversion 

providers insist you are at least 60 or 65 before you can apply. 

 The percentage of the market value you will receive. This will increase the older you are when 

you take out the plan but might vary from provider to provider. 

 You have the right to remain in your property for life or until you need to move to long-term 

care, provided the property remains your main residence and you abide by the terms and 

conditions of your contract. (Equity Release Council standard). 

 You have the right to move to another property subject to the new property being acceptable 

to your product provider as continuing security for your equity release loan (Equity Release 

Council standard). 

 The product has a ‘no negative equity guarantee’. This means when your property is sold, 

and agents’ and solicitors’ fees have been paid, even if the amount left is not enough to repay 

the outstanding loan to your provider, neither you nor your estate will be liable to pay any 

more (Equity Release Council standard).  

 What level of maintenance you will need to do and how often your property will be inspected 

(this could be every few years)? 

 

Charges & Fees 

You are likely to have to pay: 

 

 Maintenance fees: to keep the property in the condition stated in contract 

 Arrangement Fee: this covers the providers costs for setting up the contract. 

 Valuation Fee: the valuation will determine how much you sell your home for, so make sure 

you pay for an independent valuation and never accept a valuation suggested by the 

reversion company without getting one yourself.  
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There are other fees that you will have to pay:  

 

 Legal Fees: You will have to appoint a solicitor to act on your behalf. You should agree a fee 

with them, and you will be responsible for paying your solicitor. 

 Advice Fee: Our standard advice fee is £1,495. This is typically payable on completion of the 

transaction.  
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Retirement Interest Only Mortgages 
 

The United Kingdom has an ageing population. Mortgage industry figures show that more than half of 

borrowers aged between 50 and 64 are scheduled to fully repay their mortgage after the age of 65. 

Newer mortgages have terms of 30, 35 or even 40 years to control immediate cashflow thus an ever-

increasing number of mortgages will have to be paid off during retirement. 

 

Financial Conduct Authority (FCA) Research shows that there are currently 1.67 million full interest 

only and part capital repayment mortgages outstanding in the UK. They found that lenders were 

engaging with and assisting their interest-only customers, but the problem is set to grow as the 

number of mortgages maturing increases towards a peak in 2032.  

 

Many older people are in this position and wish to avoid selling the family home to repay an existing 

mortgage or due to a lack of downsizing options. Others find it hard to renew interest only mortgages 

- even if they can clearly meet the monthly repayments. 

 

As a direct result of all this, lenders are introducing new products designed to help borrowers in later 

life. 

 

Retirement Interest-Only (RIO) mortgages 

A retirement interest-only is similar to a standard interest only mortgage. However, there are two 

main differences: 

 

 Retirement Interest-Only (RIO) mortgages don’t have a fixed repayment date.  

 You must prove that you can afford the monthly interest repayments. If the mortgage is in 

joint names, both parties must be able to prove they can afford the monthly payments. 

 

These mortgages are targeted at those over the age of 55 and pensioners, who are likely to find it 

difficult to obtain a standard interest-only mortgage. 

 

How do you repay a Retirement Interest Only Mortgage? 

During the term of the mortgage, you make monthly interest payments to cover the cost of the loan. 

The lender will consider what is affordable. They will want proof of: 

 

 State Pension Income 

 Personal Pension income, including future increases (Pension Statement) 

 Company Pension Income, including future increases (Pension Statement/P60) 

 Investment Income 

 They will want to see these income payments, via bank statements. 

 

If a mortgage is arranged on a joint basis, then the lender will want to ensure if one partner dies the 

other can maintain the payments. This means that they will want confirmation from the pension 

provider of any dependant income and how much that is. The capital is repaid, either on death or 

going into care. However, the loan can be repaid at any point if funds are available.  
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Alternative Solutions  
 

It is important to consider what other options there are to help meet your financial requirements. So 

at Talis we always review the following areas: 

 

Existing savings, investments, and pension 

If you have savings, investments or pensions we strongly recommend that you review these to see if 

it is possible to take capital or take an income from these, before deciding to release equity from your 

home. 

 

‘Downsizing’ 

It is possible to sell your home and purchase a smaller property or even move into a rented home. But 

many of us have emotional ties to our homes and the thought of leaving it, especially after many years, 

can be disturbing. 

 

Financial Support from Family 

Approaching family members for financial support is hugely challenging. Many will be embarrassed. 

However, as with ‘downsizing’ if it is practical for them to help, even in the short term, it should be 

considered. 

 

State support or Local Authority grants 

The state and your local authority are often required to help/ provide financial support. We strongly 

suggest that you and your family explore any support your local authority or the state can provide.  

 

We recommend that you contact your local Citizens’ Advice Bureau or Age UK who have experts in 

the benefits available to older people. 

 

Unsecured loans  

Banks and loan companies now lend to older people. This may provide an opportunity to raise funds 

for the short term. However, this means that you are committed to regular monthly repayments, and 

these may not be affordable. 
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The Equity Release Council  
 

The Equity Release Council is a voluntary body which aims to ensure that its members (advisers, 

providers & solicitors/legal advisers) are highly professional and act with integrity and transparency in 

offering high-quality products and services to customers. 

 

Product standards 

The Equity Release Council set the product standards for the industry. These are set out below. 

Members are only allowed to tell you that a product meets these product standards if it meets all of 

them. If you are offered or are considering a product that does not meet all the standards, the product 

literature must explain which standards are not met and give an illustration of the types of risk that 

this might pose for you. 

 

The Equity Release Council product standards are as follows: 

 

 For lifetime mortgages, interest rates must be fixed or, if they are variable, there must be a 

“cap” (upper limit) which is fixed for the life of the loan 

 You must have the right to remain in your property for life or until you need to move into 

long-term care, provided the property remains your main residence and you abide by the 

terms and conditions of your contract 

 You have the right to move to another property subject to the new property being acceptable 

to your product provider as continuing security for your equity release loan 

 The product must have a “no negative equity guarantee”.  This means that when your 

property is sold, and agents’ and solicitors’ fees have been paid, even if the amount left is not 

enough to repay the outstanding loan to your provider, neither you nor your estate will be 

liable to pay any more. 

 

Equity Release Council Principles   

The Equity Release Council state that in all cases: 

 

You must be provided with a fair, simple, and complete presentation and explanation of your equity 

release plan by your adviser. They will explain the benefits and limitations of the plan, which will be 

clearly set out, together with your obligations under the terms of the contract. You will be given 

information about: 

 

 all the costs that you will have to bear in setting up the plan 

 state benefit implications 

 the tax implications 

 what will happen if you wish to move to another property; and 

 how changes in house values may affect your plan. 

 From 28th March 2022 all customers taking out lifetime mortgages that meet Council 

standards will be guaranteed the right to make penalty free partial repayments of their loans. 

 

For more information on the Equity Release Council go to: www.equityreleasecouncil.com 
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Other Issues  
 

Property types and Locations 

As with conventional mortgages, not all lenders will consider ‘all’ types of property. All will consider 

‘standard’ build houses and bungalows, but with: 

 

 Ex-local authority properties 

 Purpose built flats or flats in buildings of greater than four stories 

 Flats that are over or adjacent to commercial properties 

 Properties that have ‘farm’ in the title 

 Retirement Living Accommodation 

 

it can be more challenging to find a lender willing to lend and some lenders will only consider 

properties in certain regions. 

 

Valuations 

Once you have applied for a lifetime mortgage, your home will be valued by an independent valuer 

chosen by the lender. They will contact you to book an appointment at a time suitable to you. 

 

Once the valuer has visited your property, they will report back to the lender for them to consider the 

report and decide if they are prepared to lend the amount applied for or some lower amount. 

 

Legal Process 

The legal process applied to Lifetime Mortgages and Home Reversion plans is like the standard 

conveyancing process. However, because of the future implications to the borrower’s estate there are 

more issues to be considered. 

 

As with financial advice it is important to get independent legal advice to assist with this. Not all 

solicitors/conveyancers are able or willing to help in this area and we strongly suggest that when you 

are obtaining quotations for this service that you establish whether the legal adviser can assist you in 

the appropriate manner. 

 

The Equity Release Council have recognised the need for specialist legal advice in this area and have a 

register of Solicitors that have obtained authorisation from them. We recommend that you either 

contact the Equity Release Council on 0300 012 0239 or by search at: 

 

https://www.equityreleasecouncil.com/find-a-member/solicitors/  

 

  

https://www.equityreleasecouncil.com/find-a-member/solicitors/
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Risk Warnings 
 

Any recommendations that are made by Talis financial advisers are based on our understanding of 

current tax legislation, which may be subject to change and review. We draw your attention to: 

 
 The figures on any quotations provided are for illustration purposes only and are not 

guaranteed. 

 Equity Release is a commitment for the rest of your life. You should not use it to get cash in 

the short term. If you want to end the plan early, you should think about another way of 

raising the money. 

 Inflation may erode the value of the cash advance over time. 

 The lender has the right to take legal action if you breach the conditions of the loan 

agreement. 

 The mortgage must be repaid if you move to a new house, or when you move out of your 

home into long-term residential or nursing care or die.  This will mean your will have less to 

leave your family and, in some cases, it could be nothing.  If you move to a new property that 

is suitable to the lender you can move the loan to your new home under the same Terms and 

Conditions.  

 Taking out a mortgage may affect your ability to claim social security benefits and may affect 

your liability to income tax. 

 Early repayment charges can apply. 

 There may be other legal fees that maybe incurred. 

 You must have buildings insurance on your home. 

 Changes to lending criteria could affect your ability to apply for additional borrowing or 

applications to move property. 

 You cannot use an equity release product to invest in an Inheritance Tax planning vehicle to 

achieve an IHT benefit.  

 


