ILLUSTRATION OF REMORTGAGE CALCULATIONS BASED ON 85% LOAN TO VALUE (LTV) AT THE TIME OF EQUITY RELEASE
Release of net worth will normally take place 6 months before the anticipated end of the arrangement; this would normally be month 54 unless the term of the arrangement has been extended.  For the purpose of this illustration, we have used month 54.
EXAMPLE 1:





£
Property valuation at month 54 

 200,000
Outstanding mortgage at month 54 
 140,000

A) Property is solely-owned 

85% of property value
 
 

170,000

Less outstanding mortgage


(140,000)
Maximum remortgage for IVA     

   30,000
This leaves the debtor with £30,000 (15%) equity and a mortgage of £170,000.
B) Jointly owned property



£
Debtor’s interest in property (half)           
100,000

85% of debtor’s half share                    
  85,000

Less debtor’s half share of mortgage         (70,000)
Maximum remortgage monies for IVA       15,000
This leaves the debtor with £15,000 equity i.e. 15% of his interest in the property.  The total mortgage on the property will now be £155,000.
EXAMPLE 2: 





£
Property valuation at month 54  

200,000
Outstanding mortgage at month 54 
 160,000

A) Solely -owned property 

85% of property value
 
 

170,000

Less outstanding mortgage


(160,000)
Maximum remortgage for IVA     

   10,000

This leaves the debtor with £30,000 (15%) equity and a mortgage of £170,000.
B) Jointly owned property



£
Debtor’s interest in property (half)           
100,000

85% of debtor’s half share                    
  85,000

Less debtor’s half share of mortgage         (80,000)
Maximum remortgage monies for IVA       5,000

In this example the costs of remortgage will reduce the available equity below the £5,000 deminimis level, and, on that basis there will be no equity released into the IVA (unless the debtor is able to get a cost free mortgage). 

NOTE

· The remortgage is limited to a maximum of 85% LTV.
· Incremental cost of the remortgage will not exceed 50% of the monthly contribution into the IVA
· There will be a cap on the total equity release to not exceed 100% of the remaining debt
· Re-mortgage amount limited to creditor return of 100p in £

Annex 7 guidance for the calculation of maximum remortgage – issued 1st February 2010


