Equity Release Recommendation
INSTRUCTION TO USER – The following section has been designed for inclusion within a report generated by the PPOL Suitability Report Builder. In the first instance, you will need to use the PPOL Report Builder to create a report including an Introduction section and any other required sections in the usual way. Once you have downloaded the report created via PPOL to Word, simply insert (copy and paste) this section into your report after the Introduction section and before any new recommendation sections. The accompanying Risk Warnings and Notes on Financial Products are also attached for inclusion within the Appendix.
The text has been colour coded to aid with your understanding. Where the text is highlighted in blue this tends to suggest that the text may not be appropriate in all instances and you may need to delete some or all of it. Where the text is highlighted in red, this will require your input
INSERT FREEFLOW CLEARLY OUTLINING THE CUSTOMER’S OBJECTIVES FOR THE MONEY RAISED. YOU SHOULD PROVIDE A PRECISE BREAKDOWN FOR THE USE OF THE MONIES AND IF APPROPRIATE, ANY MONEY RAISED TO COVER THE SET UP COSTS. IF YOUR CLIENT IS INSISTENT UPON RAISING MORE THAN YOU FEEL IS SUITABLE, CLEARLY STATE THAT THIS WAS WHAT THEY REQUESTED AND THAT YOUR RECOMMENDATION HAS NOT BEEN FOLLOWED.
Having considered your circumstances and objectives, I have recommended an Equity Release Scheme for the following reasons:

· Allows you to release equity from your house without having to move or make monthly repayments

· You have no other significant savings or investments to boost your income

· To raise a capital lump sum to meet your expectant short term capital expenditure

· To raise a capital lump sum which can be used to supplement your income in retirement

· To provide an additional income for you in retirement

· <INSERT FREEFLOW>

When recommending equity release, there are three main types of scheme to consider:

Lifetime Mortgage – This is basically a loan secured on your house, while you continue to live in it. A legal charge is secured against your home and a cash lump sum is released. There are usually no monthly repayments and interest is usually applied through the lifetime of the loan but only paid on redemption (usually death), going into long term care or the sale of the property.

Home Reversion Plan – This is when you sell all, or part of your home to a third party in return for a regular income or capital lump, but you also continue to live in your home. Please note with this type of equity release the amount of money you receive in respect of the proportion of the property sold will not reflect the true market value of the property.

Shared Appreciation Mortgage. – Launched in the 1990’s as a new way to release money with no repayments and 0% APR.  You are able to release a set percentage from the property (usually up to 25%) with no repayments for your life or until you sell the property.  Instead of interest the lender is entitled to a specified percentage of the growth of the property (for example one third) between inception of the loan and the death of the borrower or sale of the home.  In addition the original amount borrowed is also repaid on top of the growth.

<INSERT IF Lifetime Mortgage>

Having discussed your requirements, I have recommended that you proceed on the basis of a Lifetime Mortgage for the following reasons: 

· You always own your own home during the life of the plan and can live in it as long as you want to

· Because you continue to own the property, you will benefit from any future growth in its value

· There are no monthly repayments

· You receive a cash lump sum / income as per your requirements

· The money released is tax free (however please note it may affect your entitlement to tax free and means-tested benefits) 
· The interest is worked out as a percentage of the loan amount which has already been added. Therefore, you repay the loan and interest when the lifetime mortgage ends (which is normally when you die) , you need to go into long term care or you sell your home

· <INSERT FREEFLOW>

It is important to note that there is no guarantee that any equity will be left in the property when the lifetime mortgage ends and there may not be any value to leave to your estate. However, most lifetime mortgages offer a no negative equity guarantee.
<INSERT IF HOME REVERSION PLAN>

Having discussed your requirements I have recommended that you proceed on the basis of a Home Reversion Plan for the following reasons: 

· You are happy to sell a part, or a full share in the value of your home to a reversion provider for a fixed amount

· You are happy to transfer the legal ownership of your property to the reversion provider who then grants you a lease allowing you to live in the property

· You can continue living in your home for as long as you want

· You receive a cash lump sum / income as per your requirements

· The money released is tax free (however please note it may affect your entitlement to tax free and means-tested benefits)
· As the money you receive is not a loan there is no interest to pay. When your home is sold, the reversion provider will keep their share of the sale proceeds and you, or your estate will receive your share

· <INSERT FREEFLOW>

It is important to note that as you have sold a share of your property, you will only benefit from any increase in the value of the share of the property you have kept.
Most companies place a limit on the minimum and maximum you can borrow under an Equity Release Scheme.  The minimum is usually expressed as a fixed amount and can typically vary between £5,000 and £20,000, dependant upon the provider. The maximum is usually expressed as a percentage of the property value and is dependant upon your age, the provider selected and the product options chosen. Based on a property value of £<INSERT>, the maximum you can borrow at the current time is <INSERT>% of the property value, which equates to £<INSERT>. I understand from our discussions that you wish to borrow the maximum permissible / £<INSERT>. 

(It is worth noting that certain providers will require you to complete this application process again and incur an additional set of fee, should you decide that you wish to borrow more in the future – See Flexible Drawdown Facility below) 

Options Available
If the option has been recommended then just include the definition statement in black. If it has not been included, you need to provide a reason why it was not recommended.
Flexible Drawdown Facility - This allows you to release monies at various times to suit your personal circumstances (subject to the maximum overall lending criteria), which could in turn reduce the overall cost of borrowing.

I confirm you did not wish to include this feature due to the following reasons:

· You required the whole payment at outset

· You did not feel this feature was necessary

· You required the maximum borrowing at outset 

· <INSERT FREEFLOW>

Having considered your requirements, I have recommended that you proceed with the following for the reasons highlighted below:
	Company
	<INSERT>

	Type of Scheme
	Lifetime mortgage / Home Reversion Plan / Shared Appreciation Mortgage

	Interest Rate
	<INSERT>%

	Interest Type
	<INSERT>

	APR
	<INSERT>%


· The selected plan best reflects your stated needs and objectives
· They offer a competitive rate of interest for the product required

· They offer a clear and transparent charging structure

· The recommended company is financially strong

· They are a member of the Safe Home Income Plan, which is a company supported by the leading providers of home income and equity release plans. It was launched in 1991 and is dedicated entirely to the protection of plan holders and the promotion of safe home income and equity release plans 

· They incorporate a no negative equity guarantee within their plan

· They were prepared to offer the largest amount of borrowing as per your objectives

· Their terms and conditions for early repayment are competitive when compared to other products and providers in this market place

· They are the only company who will provide equity release to people under the age of 60 

· They provide a flexible drawdown facility as per your requirements

<INSERT FOLLOWING REGARDING FEES>

There are a number of additional fees associated with this plan, details of which can be found below:

<INSERT AS APPROPRIATE>

Arrangement Fee- The fee for arranging this plan is £<INSERT>. This fee will be deducted from / added to the loan.

Valuation Fee - The valuation fee is based on your property’s value, and is paid at outset. This fee is £<INSERT>

Drawdown Fee - The fee for releasing the monies is £<INSERT>.
Legal Fees - I would strongly recommend that you seek legal advice before affecting this contract. Please note you are responsible for paying your own solicitor’s fees.
I confirm that you have been offered the option of either to pay the fees upfront, or have them added to the loan and you elected to have them paid up front / added to the loan.
<INSERT IF INSURANCE IS REQUIRED>

Under the terms of the loan you must keep up, or affect, suitable buildings insurance.

<INSERT ONE OF THE TWO STATEMENTS REGARDING INSURANCE>

It is a condition of the loan that you affect the necessary insurance cover with the same company.

You are not obliged to purchase the necessary insurance with the recommended company, and as such are free to review the whole of the market place.   

<INSERT ONE OF THE FOLLOWING RE: INVITING A RELATIVE>

During our initial discussions, I asked if you would feel more comfortable inviting a relative or friend to accompany you during my presentation. You accepted my suggestion and were accompanied by <INSERT NAME OF ACCOMPANYING PERSON>. 

During our initial discussions, I asked if you would feel more comfortable inviting a relative or friend to accompany you during my presentation. However, you did not wish to do this because <INSERT REASON>. 

<INSERT ONE OF THE FOLLOWING RE: STATE OF HEALTH>

<INSERT IF IN GOOD HEALTH>

We have discussed your state of health and how this may affect your life expectancy or your ability to remain in your home, and therefore the risks of the plan coming to an end earlier than anticipated. This point is very important because ending the recommended plan earlier than normally anticipated for someone of your age would mean that the cash payment you receive now will be poor value compared to the equity in your property you have given up. This would be particularly so, and the adverse consequences more severe, if the plan ended after only a relatively short period of time. We have not identified any health-related issues that may question the suitability of the recommended plan but as nothing is certain about such matters you understand and accept the risks relating to this issue. 

<INSERT IF IN POOR HEALTH> 

We have discussed your state of health and how this may affect your life expectancy or your ability to remain in your home, and therefore the risks of the plan coming to an end earlier than anticipated. This point is very important because ending the recommended plan earlier than normally anticipated for someone of your age would mean that the cash payment you receive now will be poor value compared to the equity in your property you have given up. This would be particularly so, and the adverse consequences more severe, if the plan ended after only a relatively short period of time. 

You have told me that <INSERT DETAILS OF HEALTH ISSUE>. Despite the increased risks, I still feel that the recommended plan is suitable for you because <INSERT REASON>. You understand and accept the increased risks relating to this issue but still wish to proceed in order to meet your objectives. 

<INSERT IF REDEMPTION PENALTIES APPLY>

Please note if you repay all or part of the loan within an initial time frame (usually the first five years), you will have to pay an early repayment charge. There are however certain circumstances where the early repayment charge will not apply. For further details I refer you to your personalised Key Facts document. 

<MANDATORY INSERT>

As already stated there are many facets to Equity Release. Although I am confident, on balance, that Equity Release is in your best interest, it is worth emphasising that this is a sophisticated product. It is important that you appreciate that this is a long term commitment. It is also important that you read thoroughly The Key Facts Illustration, the Terms and Conditions booklet and any other product literature provided to you, to ensure that you fully understand the plan, the charges and fees applicable. Please pay particular attention to the section of the Illustration headed “Risks – important things you must consider”. If you are unsure on any points please contact me.
I would also like to take this opportunity to confirm that I have given you a copy of the FSA’s booklet entitled “Raising Money from Your Home”. 

I would strongly recommend that you seek legal advice before affecting this contract. Please note you are responsible for paying your own solicitor’s fees

I would always strongly recommend that anyone who is considering affecting an Equity Release discuss their plans with their family, as it will affect the size of their inheritance. To this end, I confirm that you have discussed this with all of the members of your family who may be affected by this arrangement, and you will also provide them with a copy of this report. 
Equity Release may affect your tax position and eligibility for tax allowances. To this end, I strongly recommend that you contact HM Revenue & Customs and / or your Accountant for further information, on how the recommended plan may affect your individual tax position. 

Equity Release may affect your entitlement to means-tested benefits. As explained, this is a complex area and I am not qualified to make an assessment of your situation. To this end, I have recommended that you contact the appropriate agency or agencies for specific information. These agencies included: Pension Service, Benefit Enquiry Line, your Local Authority and/or the Citizen’s Advice Bureau. Please note that the criteria for means tested benefits, as well as your circumstances, may change in the future. 

Please note - Equity Release may also reduce the options that you have for moving or selling your home, or having someone else move into the property in the future.
Alternative options considered but discounted

Please note Equity Release Schemes can be helpful, but they are not suitable for everyone, and it is important that you consider all of the options available to you. To this end, I confirm that we discussed a number of alternative options, which were subsequently discounted for the reasons highlighted below, including:

Selling your home and buying somewhere smaller

· You do not want to move out of your home

Using other savings or selling other investments

· You do not have any other savings or investments to sell

· You wish to keep hold of your savings to provide added security and flexibility

State Benefits or local council financial assistance

· I confirm that you are not entitled to any additional State Benefits or local council financial assistance 

 Friends and Family

· You do not wish to pursue this option

Notes of Financial Products 
Equity Release 
Equity release schemes allow you to release tax-free cash from your home to boost your finances in later life. The two main types of equity release schemes are lifetime mortgages and home reversion plans, with drawdown options also available.

All types of Safe Home Income Plan approved equity release schemes allow you to:

· Remain in your property for life, provided the property remains your main residence.

· Move your plan to another suitable property without any financial penalty, subject to criteria.

· Guarantee you will never fall into negative equity. This means you will never owe more than the value of your home and no debt will ever be left to your estate.

Lifetime Mortgages

A lifetime mortgage is a form of equity release scheme where a loan is secured against a property to provide a cash lump sum to spend as you wish, typically with no monthly repayments to meet.
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.

Another option is to take the money as a regular income, although this is usually a less popular choice.

Usually interest is added to the lifetime mortgage loan throughout your lifetime, accruing at a fixed or variable rate. The loan plus interest is eventually paid back when the home is sold, usually when you move into long term care, or when you and your partner die. You can typically release between 18-50% of the value of your home with a lifetime mortgage, depending on your age.

Advantages of a lifetime mortgage

· A lifetime mortgage gives you the choice of a cash lump sum or income, typically with no monthly repayments to meet.
· You retain full ownership of your home.
· Lifetime mortgages are available to younger people (aged 55+).
· Some lifetime mortgage plans let you guarantee an inheritance for your family.
Disadvantages of a lifetime mortgage

· The amount you leave as an inheritance will be reduced.
· The interest applied can grow quickly as it is compounded.
· You can’t usually raise as much money with a lifetime mortgage as you could with a reversion plan, especially at younger ages.
· If you repay the lifetime mortgage early, you may have to pay an early repayment charge.
Home Reversion Plans

With a home reversion plan you sell part, or all, of your home to a reversion plan company in exchange for a tax-free cash lump sum and a guaranteed lifetime lease with no monthly payments to meet.

You stay in your home rent free for as long as you choose and are able to guarantee an inheritance to your beneficiaries. Both you and the reversion scheme company share in any increase in your property’s value, according to the percentages owned.

Advantages of a home reversion plan

· You are able to guarantee an inheritance.
· There are no monthly repayments to make.
· You benefit from any increase in value of the percentage of the property that you still own.
· You can typically raise more money from your home at a younger age with a reversion plan than a lifetime mortgage would allow.
· The older you are, the more money you will be able to release with a reversion plan.
Disadvantages of a home reversion plan

· Typically, you do not receive the full market value of the share of the property you sell because the reversion plan company will give you the absolute right to live in it rent free for the rest of your life, and will not get their money back for a number of years.
· 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.
· The majority of reversion plan providers do not guarantee further advances.
Risk Warnings – Equity Release
In relation to the recommendations made in this report, I would like to draw your attention to the following risk warnings:

· Recommendations are based on our understanding of current tax legislation, which may be subject to change and review.
· For a full explanation of the charges and how they affect your plan, please refer to your personalised illustration and the Key Features Documents.
· 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.
· The Equity Release company has the right to take legal action to reposses your home in certain circumstances. Please refer to the Key Facts document for further information.  
· Equity Release may affect your ability to move or sell your home in the future. If you buy a new home, you may be able to transfer the borrowing to your new home, subject to the provider’s consent, or you may be able to get a new equity release plan. Otherwise you will usually have to repay the amount you owe to the lender from the money you get from the sale of your home. Any money left over belongs to you.
· Equity Release may affect your tax position and eligibility for means-tested benefits. For further information on means tested benefits and the implications that Equity Release may have on these you should contact your local citizens advice bureau.
· Your loan and the associated interest will have to be repaid in full on your death, or when you move into permanent long term care. You should therefore bear in mind that this means you will have less to leave your family from the sale of your home, and in some cases possibly nothing.
· You will be obliged to maintain the property in a state of good repair, and the equity release company will generally reserve the right to inspect the property at any time. 
· If you want someone else to move into your home, you separate or remarry you will usually have to obtain the consent of the equity release company beforehand, and this may require the repayment of all, or part, of the loan.
· You retain the right to cancel the policy recommended within 30 days from the day you receive the policy schedule. 

<INSERT for LIFETIME MORTGAGE ONLY>

· If you have a lifetime mortgage and you want to pay it back early, you may have to pay a large early repayment charge.
<INSERT for HOME REVERSION PLAN ONLY>

· If you have a home reversion plan and you want to end it early, you will have to buy back the reversion provider’s share of your property at its full open-market value. This is likely to cost much more than you received as a cash lump sum.
· Should the property value fall short of the home reversion plan minimum (as explained to you) when valued by an independent valuer, the application will not proceed and the valuation fee will not be refunded. The independent valuer’s decision regarding the actual value of the property is final and not open to appeal.
· Where the valuer identifies essential repairs are needed to the property, the purchase of the property will not go ahead until these repairs have been completed to the valuer’s satisfaction. If the property needs to be re-inspected you will have to pay a re-inspection fee. 

