LIFETIME MORTGAGES

With a Lifetime mortgage you take out a loan secured on your home. You can take the money
as capital or income. If you take the income option, this is provided via the company. If you
take the capital option you are free to do what you want, and you can invest this in an annuity
or a bond to generate additional income.

This mortgage may be:

1. A home income plan
2. An interest only mortgage; or
3. A roll-up mortgage

1.) Home Income Plan

You take out a loan secured against the value of your home that pays you a cash lump sum.

The lump sum is used to buy an annuity which gives you a monthly income, usually a fixed
amount for life. You then use part of the income to pay the interest on your mortgage, usually
at a fixed rate. What remains is money for you to use as you wish. The amount you originally
borrowed is repaid when your home is eventually sold. This scheme is usually only suitable when
you are older (around 80 years), as the older you are when buying an annuity, the higher the
income you get, as there are fewer years over which the income will need to be paid.

Example:

Mr Bloggs is 80. He takes out a home income plan for £45,000 with a fixed interest rate of
6.5%, which buys an annuity. After mortgage interest of £243.75 and tax are deducted, each
month he gets an extra income of £270. Ten years later he dies and his house is sold. Mr
Bloggs had paid back a total of £29,250 in interest. So the lender gets back £45,000 (along
with any administrative charges). The remaining amount from the house sale passes to his
beneficiaries.

2.) Interest Only Mortgage

You take out a loan secured against the value of your home that pays you a cash lump sum.
You pay interest on the loan each month (it can be a fixed or variable rate). The amount you
originally borrowed is repaid when your home is eventually sold. You must satisfy yourself that
you can afford to pay the interest from your pension or other income.

Example :

Mr Williams borrows £45,000 at a fixed rate of interest of 6.5%. His interest payments will be
£243.75 per month. After 15 years, Mr Williams dies. He had paid £43,875 in interest. The
lender is still owed the original £45,000, which will be repaid from the sale of the house. Any
remaining money will belong to the beneficiaries of Mr. Williams' estate.
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3.) Roll-Up Mortgage

You take out a loan against the value of your home. The lender gives you a lump sum, a
monthly income or a combination of the two. Unlike a normal mortgage, however, you do not
make any payments on a lifetime mortgage until the property is sold. Instead the interest is
added to the total owing. Because interest is rolled up in this way, the amount you (or your
estate) will need to pay back when the property is sold can grow very quickly (it could double
in 10 years).

Of course, the value of your property could go up even faster than the amount you owe. This
could reduce or even eliminate the effect of rolled up interest on the amount of equity you
have in your property in the future.

Conversely, if property values fall, interest will erode the equity in the property much more
quickly. Never forget that there is no guarantee that property values will rise in the future.

Example :

Mrs Jeffrey takes out a roll-up mortgage for £45,000 with a fixed interest rate of 7% a year.
When she dies 10 years later, her home is sold and the lender gets back the original loan plus
the rolled-up interest which is £88,522 in total. Her beneficiaries get the balance remaining
from the sale.

Lifetime Mortgages

With a lifetime mortgage the amount that can be borrowed depends on your age (or the age of
the youngest applicant, if there's two of you) and the value of your property, up to a maximum
of 56% of the property's value.

The table below gives an indication of the amount some Equity Release providers may be

prepared to lend.
Age property Age property Age property
value value value

55 67 79
80

56 68

57 69 81
58 70 82
59 71 83

(o)

61 73
62 74
63 75
64 76
65

66 78

84
85
86
87
88
89




The nine steps of gaining an equity release loan are:

o Step1
We recommend involving your family in your decision as, if you are using your property to
improve your retirement, you will reduce the value of your estate on your death. This is a
must and the family will be asked to understand what is involved and that the amount that
they expect to inherit could be significantly reduced.

e Step 2

Decide if you want a lifetime mortgage or a home reversion plan, lump sum, income or both
and whether you want the full amount now or take it when you need it.

e Step3

Consult with us and as Independent Financial Advisers we will ensure that the product that we
recommend to you, is suitable for your own circumstances.

e Step4

This is an equity release mortgage and as such we will produce an illustration for you and help you
to understand the risks involved in this type of plan. When ready, you complete an application from.

e Step5

The lender will organise an independent valuer to assess your home and determine its market
value.

e Step 6
Just as you would not dream of buying a home without seeing a solicitor, it is important to
seek independent legal advice before raising a loan against your property. This again is a
must. The whole application must be signed off by a solicitor experienced in equity release.

e Step7?7

It usually takes about 6-8 weeks from your application for you to receive your lump sum, or
the first of your monthly income payments.

e Step 8

There won't be lots of paperwork but there are certain obligations on you, such as keeping a suitable
building insurance policy and you also need to maintain your property.

e Step 9
Legal Documents are completed by your solicitor and they will explain the full terms of the plan
to ensure they are acceptable to you, and once the plan is complete the money will be paid to you via

your solicitor.

If you need more information or help about any Equity Release, please call us on
0845 290 3701.



What is and who are SHIP:

Please note using SHIP schemes there is a guarantee of no negative equity - your
estate will NEVER owe more than the value of the property, nor leave a debt to your
estate. SHIP stands for ‘Safe Home Income Plan’. SHIP is an organization dedicated
entirely to the protection of planholders and promotion of safe home income and
Equity Release Plans.

Please note all figures used within this document are for illustrative purposes only.

You should not take any action as a result of reading this document. Before making
any decision, you should consult with us for full advice on the most suitable product
for your own circumstances.

If you need more information or help about any Equity Release, please call us on
0845 290 3701.

Fiscal Perspectives Independent Financial Advisers trading as justamo Financial Planning is authorised and
regulated by the Financial Services Authority.



