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A longer retirement places pressure 
on finances, and we have seen 
savings rates remain woefully low 
over the last few years, with little 
or no sign of them returning to pre-
2009 levels.

The outlook for interest rates over 
the next few years is that they will 
remain low with some experts 
predicting that a rise in the Bank of 
England Base Rate will only occur 
towards the middle of 2016. 

What can be done? You own your 
home; you have some savings, 
and you are benefiting from some 
form of occupational, private or 
state pension, but does this give 
you the choices you wanted in your 
retirement?

Your home could be your greatest 
asset and Equity Release is a way 
of exchanging some of the equity in 
your house for capital and/or income 
and at the same time creating a debt 
against your estate.

To get the most value out of your 
home, you could move to a cheaper 
property and keep the difference. 
However, if you’re a homeowner 
over 55 years of age, there is a 
way to release the money tied up in 
your home that has the flexibility to 
help you throughout your retirement 
and may assist in reducing the 
inheritance tax to be paid by your 
beneficiaries. Given the vast amount 
of equity in many people’s property, 
Equity Release has a vital, if not 
pivotal role to play.

In retirement, can your home give you 
freedom of choice and mitigate tax?

New pension rules came into effect 
in April 2015, which allow everyone 
over the age of 55 to do whatever 
they wish with their pension savings. 
You could take the full sum out of 
your pensions, albeit you would 
have to pay tax at your marginal 
rate on any sum above the 25% 
tax-free cash lump sum. Anybody 
considering this should at the very 
least discuss it with a financial 
advisor, as it might not be the best 
option to draw funds from your 
pension scheme, which could pass 
to your beneficiaries free of tax. 
Instead, it might be best, subject to 
a full understanding of your assets, 
requirements and wishes, to retain 
your pension and draw funds from 
your other assets, such as your 
home.

It is worth mentioning at this time that 
the government announced in the 
Emergency Summer Budget, that 
they intend to provide an additional 
main residence nil-rate band when 
a residence is passed on death to 
a direct descendant. The additional 
nil-rate bands are proposed to 
increase in stages by £100,000 
in 2017 to 2018 up to £175,000 in 
2020 to 2021 and then increase in 
line with the Consumer Price Index 
from 2021 to 2022 onwards. This 
additional nil-rate band is contained 
in the Finance Bill 2015-16 and still 
needs to be read in the House of 
Lords and given Royal Ascent.

You have worked hard all your life 
to provide for yourself and your 
family, and you have now reached 
retirement. You own your home, 
or are still repaying a mortgage, 
you may be benefiting from a good 
company pension in addition to the 
state pension, or you could be one 
of the many people facing hard 
choices in retirement due to little or 
no private pension arrangements.  

Retirement is a time when you 
should be able to enjoy the rewards 
of your hard work and look forward to 
doing the things you like to do best, 
but one thing could be missing... 
enough money to realise the 
dreams you have always had about 
what you would do when you reach 
retirement. For some this might be 
to travel the world, improve your 
home, buy a new car, take up a new 
hobby, help your children or just to 
enjoy life’s little luxuries. On a more 
serious note, it could be to pay for 
medical treatment, to adapt your 
home, or to cover care home fees. 
You may also be looking at ways to 
reduce your potential Inheritance 
Tax (IHT) liability.

We are now living longer than ever 
before and according to the Office  
for National Statistics’ figures, 
between 2011 and 2013, the 
average 65-year-old male will live to 
nearly 84 and the average 65-year-
old female to 86. Combine this with 
healthier lifestyles, the over 60s are 
far more active than they have ever 
been, and this can only put strain on 
even the best-planned retirement 
provisions.
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What is the history of equity release?

Any rates, lending policy or lender requirements noted above are subject to change without notice. A Lifetime Mortgage or Home 
Reversion Plan may also affect your ability to move or sell your home in the future. There are exceptional circumstances when the 
facility for further withdrawals may be removed, depending upon the provider and product chosen. A Lifetime Mortgage or Home 
Reversion Plan may affect your tax position and eligibility for means-tested benefits. You will be obliged to keep the property in 

good repair.

1965: This is the year that the equity 
release market started with the 
average house price being £4,000, 
and life expectancy was 68 for men 
and 74 for women.

1972: Allied Dunbar launched the 
first home income product, which 
involved taking out a mortgage to 
buy an annuity.

1988: Let’s not hide anything, it 
all went wrong in this year! A new 
style of “Home Income” plan was 
introduced, which was later banned, 
as it left many elderly people in 
severe financial difficulties. It left 
borrowers in both monthly arrears 
on their mortgage payments and 
negative equity, leaving their families 
with serious debts to pay. 

1991: S.H.I.P (Safe Home Income 
Plans, a trade association) was 
formed, and all member companies 
had to abide by a strict code that 
included clearly explaining terms 
and conditions. This included all 
costs that consumers have to bear in 
setting up the scheme, the position 
on moving home, the tax situation 
and the effect of changes in house 
values.

1999: Norwich Union, now 
Aviva, joined SHIP and became 
responsible for the development of 
“roll up” Lifetime Mortgages. 

2000’s: Development of Home 
Reversion products allowing 
customers to sell part of their 
property in return for tax-free cash, 
plus a lifetime lease giving them the 
right to remain living in their property 
until they or their partner die or have 
to move into a nursing home. The 
increase in the property value is 
shared between the customer and 
the scheme’s provider. 

2004: Great news, as of October 
2004 Lifetime Mortgages were 
regulated by the Financial Services 
Authority (FSA), now the Financial 
Conduct Authority (FCA). They 
stipulate that only properly qualified 
advisers can recommend schemes 
and that fees and costs must be fully 
explained.

2007: In April 2007 Home Reversion 
schemes joined Lifetime Mortgages 
under the watchful eye of the FSA, 
now FCA.

2012: SHIP changes its name to 
The Equity Release Council and 
expands its remit to include and 
represent providers, qualified 
financial advisors, lawyers, 
intermediaries and surveyors who 
work in the equity release sector. 
    
The Equity Release Council sets 
strict criteria called Statement of 
Principles, which members must 
adhere.
    
These include:
• Allowing you to remain in your 

home for life provided the 
property remains your main 
residence.

• Provide you with fair, simple and 
complete presentations of your 
plan.

• Allow you the right to move your 
plan to another suitable property 
without any financial penalty. 

• Give you the right to an 
independent solicitor of your 
choice to conduct your legal 
work. 

• Provide an Equity Release 
Council certificate, signed by the 
solicitor, to ensure you are aware 
of the terms and implications of 
the plan,  including:

The impact of equity release on your 
estate and give you a no negative 
equity guarantee on all equity 
release plans. This means you will 
never owe more than the value of 
your home and no debt over the 
value of your home will ever be left 
to the estate.  

There are two main types of equity 
release: Lifetime mortgages and 
Home reversion plans. 

Lifetime Mortgages
The Lifetime Mortgage Scheme 
is the most popular type of equity 
release scheme available. The 
way this works is quite simple; it 
allows you to borrow money against 
the current value of your property 
without any need to make monthly 
payments. The effect of therefore 
having no reduction in budget is a 
great reason for this type of loan. 
You can borrow money to generate 
income or to raise capital to use at 
your discretion.

Home Reversion Plan
The alternative to a Lifetime 
Mortgage is a Home Reversion plan 
and this is where part, or all, of your 
home is sold to a reversion company. 
You then receive the sale proceeds 
as a lump sum. You can continue 
to live in your property for the rest 
of your life. You do not benefit from 
growth on the percentage sold 
to the reversion company, only 
on the share that remains in your 
ownership.

Please contact:
Geoff Morrey-Jones at Prydis 
Wealth on 01392 432431 or email 
geoff@prydis.com
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