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The two main Equity Release Scheme formats are the Lifetime Mortgage and the Home Reversion Plan.  Basic 
descriptions of each are provided below. By far the most popular is the Lifetime Mortgage with approximately 98% of all 
plans currently being written on this basis.   
 

Lifetime Mortgage 
 
A Lifetime Mortgage is a form of equity release where a loan is secured against the property to provide a tax-free cash 
lump sum or a regular income to spend as desired.  There are no monthly repayments with a Lifetime Mortgage but 
voluntary payments of some or all of the interest can often be made if required.  Overpayments can also be allowed 
subject to certain limits.   
 
Any unpaid interest is added to the mortgage throughout the homeowner’s lifetime, accruing at a fixed or variable rate. 
The loan plus the interest is eventually paid back when the home is sold, usually when a permanent move into a care 
home is necessary or when the homeowner and the spouse/partner die.  
 
Typically, between 20-56% of the value of the home can be released with a Lifetime Mortgage, depending on the age of 
the applicant/s.  
 
Advantages of a Lifetime Mortgage: 
 

• A Lifetime Mortgage gives the choice of a cash lump sum or income with no monthly repayments to 
meet. 

• Full ownership of the home is retained 

• Lifetime mortgages are available to younger people (aged 55+) 

• They provide a no negative equity guarantee 

• An option to guarantee an inheritance for your family can be included 
 

Disadvantages of a Lifetime Mortgage: 
 

• The amount left as an inheritance will be reduced 

• Compound interest can result in the outstanding debt rising quickly. 

• The maximum potential loan is usually lower Lifetime Mortgage thank with a Home Reversion Plan, 
especially at younger ages 

• If the mortgage is repaid early, redemption penalties can be high. 
 

Lifetime mortgages have become a highly popular form of equity release over the past few years, prompting many 
providers to offer a variation of a lifetime mortgage called a drawdown plan which allows you to release equity as and 
when you need it, rather than taking a lump sum or regular income. 
 
A Drawdown Lifetime Mortgage has the same advantages and disadvantages as a regular Lifetime Mortgage, as well as a 
few more that are unique to this kind of equity release plan. The main difference with a drawdown plan is that you don't 
request the full sum of money available to you immediately.  
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Instead, you decide on a maximum amount of equity you want to release, and 'drawdown' the remaining available cash 
in stages when and if you want to.  Because of this you only pay interest on the amount of equity drawn down and so 
interest will accumulate more slowly than with a regular lifetime mortgage. You are in control of your money as you 
release cash when it suits you. 
 
The main disadvantage of a Drawdown Lifetime Mortgage is that interest rates can be slightly higher than they are with 
a regular Lifetime Mortgage.  There will be a minimum amount that can be drawn down and sometimes a limit to the 
number of times during a year money can be released. 
 

Home Reversion 
 
With a Home Reversion Plan part or all of the home is sold to a provider in exchange for a tax-free cash lump sum. In 
return, the homeowner receives a guaranteed lifetime lease allowing them to stay in your home for as long as they 
choose with no monthly repayments to meet.  If only a percentage of the home is sold, the homeowner is to guarantee 
an inheritance to their beneficiaries and both the homeowner and the reversion plan provider share in any increase in 
the property's value.  If 100% of the property’s value has been sold, the homeowner will not benefit from any increase 
in its value.  
 
Advantages of a Home Reversion Plan: 
 

• An inheritance guarantee can exist.  

• There are no monthly repayments. 

• An increase in the property value will fully benefit the percentage of ownership retained.  

• More money can usually be raised with a Home Reversion Plan than with a Lifetime Mortgage. 
 
Disadvantages of a Home Reversion Plan: 
 

• The homeowner will receive a smaller amount of money than the full market of the share they sell 
as the reversion plan company will also provide the absolute right to live in the property it rent free 
for the rest of the homeowner’s life. 

• The reversion plan company owns a share of your home and will also benefit from any increase in 
value. 

• Reversion plans cannot usually be reversed as you are selling part of your home 

• Reversion plan providers do not usually guarantee further advances 
 
 

Client Protection 
 
The Equity Release marketplace has developed since the 1960’s when the first schemes were introduced by Hodge 
Lifetime.  Much has changed since then and it is fair to say that the equity release market of today is safer than it has 
ever been. The Equity Release products we provide advice on are protected by the industry watchdog the Financial 
Conduct Authority (FCA).  Their rules include the need for advisers to have specific qualifications in this specialist field.  
 

The marketplace is also protected by an industry body known as Equity Release Council (ERC).  This not-for-

profit organisation, aims to fully represent and facilitate the safe growth of the equity release market by helping 

to create the conditions which enable the market to develop effectively.   

 

Built on the legacy of a predecessor body called SHIP (Safe Home Income Plans), the Council was launched in 

2012 and represents over 180 member firms and over 500 individuals; including lenders, qualified financial 

advisers, solicitors/conveyancers, surveyors, and other industry professionals – each committed to the Council’s 

aims and objectives that aims to ensure good outcomes for the consumer where protections and safeguards are a 

continuing feature.   
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The regulation and protection are contributory factors as to why Equity Release Schemes are experiencing their 

most popular era in history.  Potter and Ford Ltd considers the safety of its customers as paramount and, as 

such, we will only recommend a plan that meets all the standards and guarantees set by the ERC. Some of these 

guarantees are as follows: 
 

• The right to remain in your home for as long as you choose.  
• The freedom to move to another property without financial penalty (subject to lenders' criteria).  
• That you will never fall into negative equity no matter what happens to house prices in the future.  
• Independent Legal Advice from a solicitor of your choice. 

 
Equity release plans can provide many benefits in retirement however, it is not suitable for everyone and homeowners 
applicants should seriously consider the alternatives first. We also recommend family members be involved as much as 
possible with your thoughts and decisions.  We will be happy to discuss all the alternatives and our recommendations 
with you and other members of your family so that the everyone understands the benefits, features and any risks.  
 
Equity release plans will affect the value of the estate on death and could also affect any State Benefits being received. 
For these reasons, take advice from a specialist adviser first to ensure that you do not end up regretting your choice. We 
offer a full advice and recommendation service with a free, no-obligation, initial consultation with a qualified, 
independent and specialist adviser.  We will include details of how much cash can be released and whether a plan would 
be suitable. We will only charge a fee for our service if a decision is made to implement our recommendation.  The fee is 
charged at completion and can be paid from the capital released to you.  
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