
Equity Release 
 – a brief guide 

This guide is a summary and should be read in 
conjunction with our Mortgage & Protection 
Agreement.  Entering into an equity release 
arrangement can have unforeseen consequences and 
we strongly recommend that you discuss the subject 
with a qualified independent financial adviser before 
making any commitment.

Equity release refers to a range of products letting you 
access the equity (cash) tied up in your home if you are 
over the age of 55. You can take the money you release 
as a lump sum or, in several smaller amounts or as a 
combination of both.

Equity release options

There are two equity release options known as Home 
Reversion and Lifetime Mortgages. One Financial 
Solutions are not authorised to provide advice on Home 
reversion plans. Therefore, all equity release transactions 
recommended are lifetime mortgages.

For Lifetime mortgages, One Financial Solutions will 
always provide advice and we will research the whole of 
the market to recommend a suitable lifetime mortgage 
that meets your needs. Where we recommend a lifetime 
mortgage we will always provide you with a Key Facts 
Information (KFI) document prior to the completion of any 
application forms. This sets out the basis of the lifetime 
mortgage and any fees associated with it.

Lifetime mortgage 

You take out a mortgage secured on your property 
provided it is your main residence, while retaining 
ownership. You can choose to ring-fence some of the value 
of your property as an inheritance for your family. You can 
choose to make repayments or let the interest roll-up. The 
loan amount and any accrued interest is paid back when 
you die or when you move into long-term care.

Usually you don’t have to make any repayments while 
you’re alive, interest ‘rolls up’ (unpaid interest is added to 
the loan). This means the debt can increase quite quickly 
over a period of time.

However, some lifetime mortgages do now offer you the 
option to pay all or some of the interest, and some let you 
pay off the interest and capital.

In the same way as ordinary mortgages vary from lender to 
lender, so do lifetime mortgages.

When considering a lifetime mortgage, it’s 
useful to know:

• The minimum age at which you can take out a lifetime 
mortgage. Usually it’s 55. We’re all living longer so the 
earlier you start the more it is likely to cost in the long 
run.

• The maximum percentage you can borrow. You 
can normally borrow up to 60% of the value of your 
property. How much can be released is dependent 
on your age and the value of your property. The 
percentage typically increases according to your age 
when you take out the lifetime mortgage, while some 
providers might offer larger sums to those with certain 
past or present medical conditions.

• 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 (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).

• 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).

• 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). Different 
lifetime mortgage providers might have slightly 
different thresholds.

• Whether you can pay none, some or all of the interest. 
If you can 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 can withdraw the equity you’re releasing 
in small amounts as and when you need it or whether 
you have to take it as one lump sum. The advantage of 
being able to take money out in smaller amounts is you 
only pay the interest on the amount you’ve withdrawn. 



If you can take smaller lump sums, make sure you check 
if there’s a minimum amount.

Things you need to know about equity 
release
 
Equity release might seem like a good option if you 
want some extra money and don’t want to move house. 
However, there are important considerations:

• Equity release can be more expensive in comparison 
to an ordinary mortgage. If you take out a lifetime 
mortgage you will normally be charged a higher rate 
of interest than you would on an ordinary mortgage 
and your debt can grow quickly if the interest is rolled 
up. It is worth pointing out house price growth might 
also be evident. Your plan provider needs to factor in 
the safeguards they are providing you with (such as 
the no negative equity guarantee and a fixed interest 
rate for the life of the plan) in their calculations and 
can, therefore lend you at a different interest rate to an 
ordinary mortgage.

• For lifetime mortgages, there is no fixed “term” or date 
by which you’re expected to repay your loan. The 
rate of interest of a lifetime mortgage will not change 
during the life of your contract, unless you take any 
additional borrowing and it will only be applicable to 
that cycle of extra borrowing.

• If you release equity from your home, you might not be 
able to rely on your property for money you need later 
in your retirement. For instance, if you need to pay for 
long-term care.

• Although you can move home and take your lifetime 
mortgage with you, if you decide you want to 
downsize later on you might not have enough equity 
in your home to do this. This means you might need to 
repay some of your mortgage.

• The money you receive from equity release might affect 
your entitlement to state benefits.

• You will have to pay arrangement fees, solicitor’s fees 
and advice fees.

• If you’ve taken out an interest roll-up plan, there will be 
less for you to pass onto your family as an inheritance.

• These schemes can be complicated to unravel if you 
change your mind.

• There might be early repayment charges if you change 
your mind, which could be expensive, although they 
are not applicable if you die or move into long-term 
care.
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One Financial Solutions is here to help you.

We advise on a wide range of financial services including protection for both you and your business, general and business 
insurance, savings and investments, commercial finance, pensions and auto enrolment, employee benefits, profit extraction and 
mortgages: our aim being to provide you with ‘one solution’ for all your financial needs.

We provide truly independent financial advice, sourced from the whole of the financial marketplace, for individuals and 
commercial businesses throughout the United Kingdom.

Please call us on 020 3714 9565 for a confidential conversation about how we can help you, or visit our website at 
www.onefinancialsolutions.co.uk for more information.


