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PRIVATE 

JOINT SERVICE HOUSING ADVICE OFFICE 



	LONG SERVICE ADVANCE OF PAY SCHEME (LSAP) 
FOR ASSISTED HOUSE PURCHASE


The following information has been taken from JSP 752, Chapter 2, Section 4:
GENERAL 
1.
Aim. The aim of Long Service Advance of Pay (LSAP) is two fold:

a. To assist eligible personnel to enter the UK housing market; and/or
b. To help meet UK housing needs arising from changing personal circumstances during an applicant’s Service career.

2.
Income Tax. LSAP will attract an individual liability to tax (because such an advance is classed by HM Revenue and Customs (HMRC) as being a beneficial loan) if the average amount outstanding during the tax-year exceeds £5000.  

3.
Scope of LSAP.    LSAP is for Service personnel and is not related to other Government funded schemes.  LSAP is intended to assist towards the balance of the purchase price (taking into account, for example, legal expenses, surveyor's fees, land registration and estate agent's fees) when buying a property for which a Building Society, Local Authority, recognised Bank or Insurance Company is willing to advance a mortgage.

ELIGIBILITY
4. 
Eligible Service Personnel.    Service personnel are eligible for a LSAP provided they meet the following appropriate criteria:
a.
RN/RM Personnel.   They have been accepted onto the trained strength (ie in a complement billet).  For Naval probationary medical/communications technicians this will be on the move from first to second year rates of pay and for officers on completion of the Fleet Board.

b.
Army and RAF Personnel.  They have completed 4 years service from completion of Phase One training.
c.
All Personnel: 

  

    (1)

They have not yet drawn any terminal benefits; and
(2)
They have not given notice or applied for early termination unless they have qualified for a terminal grant which is greater than the LSAP, and from which, the loan can be repaid; and

(3)
They are not under warning for discharge (RN), 3-month Warning Order (Army) or Formal Warning (RAF); and

(4)
They are considered suitable in all respects by their CO to receive a LSAP; and

(5)
They have more than 6 months remaining before termination from the Services. 

5. 
Financial Restrictions Imposed on a LSAP.    Existing and recent property-owners are not deemed to warrant the same financial assistance as other eligible applicants, and they must utilise all of the capital realised from the sale of the previous property in the purchase of a new property.  Accordingly, certain financial conditions are imposed on a LSAP when the applicant already owns property, or has owned property during the previous 12 months.

INELIGIBILITY
6. 
Reserve Forces and Military Provost Guard Service (MPGS).    Members of the Reserve Forces and Military Provost Guard Service are not eligible to receive a LSAP.
ENTITLEMENT

7. 
Amount of LSAP.    Applicants who qualify in all respects will be permitted an interest free LSAP recoverable from pay and, if necessary, terminal benefits.  The amount of the LSAP approved will be limited to the lowest of the following calculations:

a.
182 days' gross basic pay including all forms of specialist pay (this excludes allowances); or
b.
£8,500; or

c.
In the case of a redundee, a sum not exceeding 90% of the terminal benefits due to the applicant at the earliest expected date of retirement or discharge; or
d.
The difference between the mortgage obtained and the purchase price of the new property, abated by any capital realised from the sale of the previous property.  The purchase price of the new property may include associated legal, surveyors, land registration and estate agent's fees plus the cost of any repairs, which are an explicit condition of the mortgage obtained. In the case of flexible mortgages, the “mortgage obtained” will be regarded as the maximum sum that may be borrowed under the flexible mortgage arrangements; or

e.
In the case of an applicant who has owned property within the previous 12 months, the difference between the mortgage obtained and the purchase price of the new property will be abated by any capital realised from the sale of the previous property;

f.
In the case of an applicant buying equity in an already owned property the amount of mortgage obtained on behalf of the applicant in order to purchase a share in the property.  This ‘purchase price’ may include associated legal, surveyors, land registration and estate agent’s fees plus the cost of any repairs which are an explicit condition of the mortgage obtained.  In the case of flexible mortgages, the ‘mortgage obtained’ will be regarded as the maximum sum that may be borrowed under the flexible mortgage arrangements.  On completion of the transaction the applicant must own a portion of the property.
CONDITIONS
8.
Points to Note.    Applicants should note that:

LSAP for home extensions may be obtained in extenuating family/medical circumstances, however no part of the LSAP may be used towards the cost of furnishings and fittings.

9.
Qualifying Property.    Any property purchased with the assistance of a LSAP must meet all the following criteria:
a.
The property is intended for the applicant's own immediate occupation or that of their immediate family.  In the case of families and single personnel who will be unable to occupy the property during the working week, occupation at weekends and/or during periods of leave is deemed to qualify.

b.
The property will be wholly or partially owned by the applicant.

c.
The property is not a mobile home, houseboat or caravan.

d.
The property will not be a dedicated business premises or residential accommodation with integral business premises (eg post office, shop with flat above, guest/boarding house).  The property may also be one that is purchased for renovation or as a conversion,  either as part of a “Brown Field Site”  or as an agricultural or commercial property conversion to residential accommodation.  Planning permission for the conversion as well as permission for the change of function must have been obtained before a LSAP can be approved.

e.
The property is situated in the UK or, for those recruited in the Republic of Ireland or of Southern Irish parentage, the Republic of Ireland.

f.
It is a property on which a Building Society, Local Authority, recognised Bank or Insurance Company is willing to advance a mortgage.  This applies even if a mortgage is not required.

g.
The property is one on which the applicant has agreed to sign a Promissory Note. 
10.
Promissory Note.  A Promissory Note agreeing to repay the LSAP will be forwarded to the applicant’s solicitor once entitlement has been established.  The Solicitor will forward this to the Service applicant prior to the payment of the LSAP.  Failure to sign and return the Promissory Note will result in non-payment of the LSAP.

11.
Self-Build.    Land, with planning permission to build a suitable property, may be purchased under the LSAP scheme for the purpose of housing the applicant and their immediate family.  When built, the property must be for the immediate occupation of the applicant or their immediate family; it must be wholly or partially owned by the applicant; and it must be solely residential accommodation.  The options to facilitate the build are:



a.
A payment to purchase the land, either in full or as part of a mortgage.

b.
Monies for use to pay builders direct on presentation of the invoice(s), or if the applicant carries out the work themselves, payments of LSAP will be limited to the cost of building materials necessary to complete the undertaking and receipted invoices are to accompany the claim.  A mixture of payments direct to a builder and to the applicant is also permissible, within the maximum amount calculated for the LSAP. 

c.
A combination of sub-paragraphs a and b.

12.
Second Property.    No LSAP will be given for the purpose of purchasing a second property, regardless of the location, occupancy or usage of the first property.  Mobile homes, houseboats and caravans will not be counted as a first property for the purpose of this scheme.

13.
Joint Purchase.    Two or more Service applicants may not each obtain a LSAP for the joint purchase of the same property.

14.
Current or Former Property Owners.    A current or former property owner may be granted a LSAP to purchase a qualifying property, subject to certain conditions.  If the applicant currently owns a property, or has done so within the 12 months preceding application, the capital realised from the sale of the current/former property will be taken into account in calculating the maximum LSAP that may be granted.  If the applicant already has a LSAP that they have not yet repaid in full, the amount of the new LSAP will be abated by the outstanding balance of the previous LSAP.  This will be shown as a full repayment of the previous LSAP in the applicant's pay/LSAP record, followed by a full credit of the new LSAP amount.

15. 
Qualification.    A LSAP will not be authorised for Service personnel wishing to purchase a property within 50 miles of a property owned or partly owned by them within the previous 12 months or at any time during the current assignment.  However, the applicant is not disqualified where the property from which they are moving is more than 50 miles from their next duty unit.  The application must qualify within one of the categories detailed at sub-paragraphs a and b below (unless qualifying under extenuating family/medical circumstances or Divorce/Dissolution of Civil Partnership:
a. Purchase of a Residence at Work Address (RWA).
(1)
Where the property is to be occupied as a RWA during a current assignment, the applicant must have an expectation of at least 6 months left to serve in that assignment.

(2)
Where the property is to be occupied as a RWA during the applicant’s next assignment, they must have received official notice of such an assignment and the assignment must be for a minimum period of 6 months.

b.
Purchase of a Selected Place of Residence (SPR).

(1)
The applicant must certify (on the application form) that they wish to purchase a SPR; and

(2)
The applicant should further certify that receipt of a LSAP for purchase of a SPR will disqualify them from any further LSAP.

(3)
However, where the applicant has received official notification of a designated unaccompanied assignment, or notification of a sea assignment of at least 12 months duration, or they have at least 6 months left to serve in such an assignment, they will not be disqualified from receiving further LSAP.
16.
Transfer of a LSAP Balance to a New Qualifying Property.    Eligible Service personnel who have received a LSAP, and who do not qualify for a new LSAP (or do not wish to have a new LSAP) may transfer the outstanding balance to a new qualifying property, provided that the new property is bought within 6 months of selling the previous property.  In the event that the transfer is not completed within 6 months, the outstanding balance must be repaid in full.  Thereafter, the applicant must re-qualify before a further LSAP may be granted.

17.     Repayment of the LSAP.    The following circumstances govern repayment of a LSAP:

a.
Personnel with 12 Years or More to Serve.    Repayment will be made at the rate of 10% per annum by recoveries from pay in equal monthly instalments over a period of             10 years, commencing 2 years after the date of payment of the LSAP.

b.
Personnel with More than 10 but Less than 12 Years to Serve.    Repayment will be made at the rate of 10% per annum by recoveries from pay in equal monthly instalments, over the last 10 years of service.

c.
Personnel with Less than 10 Years to Serve.    Repayment will commence immediately, at the rate of 10% per annum by recoveries from pay in equal monthly instalments, the balance being recovered from their final salary/ terminal benefits.

d.
Number of Years Left to Serve Undetermined.    Where an applicant has an Optional Retirement Date available in the future and they have not yet decided whether to waive the option, repayment terms will be based on the Normal Retirement Date.  Any outstanding balance on termination will then be recovered from the Service person’s terminal benefits.

e.
Service Beyond Pension/Early Departure Payment Points.    Where an applicant serves beyond any point when a pension/early departure payment or lump sum could be taken, repayment will continue at the previous monthly rate either until repayment has been completed, the Service person retires or is discharged.

f.
Increase of Repayment.    The rate of repayment may be increased at the request of the applicant over any period, but may not be reduced below the minimum rate of 10% per annum of the original LSAP (regardless of whether the applicant has made part repayment).

g.
Bankruptcy.    Any participant who is declared bankrupt or insolvent is to notify JPAC(LSAP) through their parent unit. JPAC(LSAP) will forward the case to SPVA PACCC for recovery or write-off action as appropriate. 
h.
Outstanding LSAP Balance.    The outstanding balance of a LSAP shall constitute a debt owed by the borrower to the MOD, and shall therefore be susceptible to recovery action in accordance with Service regulations.  

18.
Permission to Let.    Following initial occupation of the property by an applicant and/or immediate family, a LSAP claimant may apply to their CO for permission to let a property purchased or extended with the aid of a LSAP.

19.
Commencement or Termination of Letting.    A letting or cessation of letting must be reported immediately to JPAC(LSAP)  through the claimant's parent unit.  

20.
Sale of LSAP Property.    A participant in the LSAP scheme may sell or otherwise dispose of a property purchased or extended with the aid of LSAP.
21.
Second Mortgage.    The LSAP is not to be used as security to obtain a further mortgage.  Inability to repay the outstanding balance upon sale of a property, because of the redemption of a second or subsequent mortgage, will result in interest being charged at the HMRC Official Rate.

22.
Entitlement to Service Families Accommodation (SFA).    Personnel assigned with their immediate family to an area (within 50 miles) in which they own a property purchased or extended with the aid of a LSAP are required to occupy that property and are disqualified from occupation of SFA or SSFA, at the new place of duty, except for the following reasons:

a.
Their CO is satisfied that the property remains beyond a reasonable daily travelling distance; or

a. They are required to occupy SFA by virtue of their appointment.

b. They are separated from their spouse/civil partner (who continue to live in the property purchased using an LSAP) and they require SFA to facilitate staying in contact with their children.

LSAP METHOD OF CLAIM 

23.
Applications.    Completed applications (JPA Form E024) must be forwarded via their respective, PSF, RAO or UPO at least 6 weeks before the expected purchase completion date.  Proof of purchase will be sought by JPAC(LSAP) from the appointed legal representative.  In cases where the applicant has owned property within the previous 12 months, a legal representative’s statement of sale (actual or intended) and purchase must accompany the application form.

METHOD OF PAYMENT

24. 
Payment of LSAP.    Payment, if approved, will be made by JPAC(LSAP)  direct to the applicant's legal representative, except in the case of certain property extensions 

25.
Relevant Authorities.    The relevant authority:

a. 
For matters other than the waiver of the recovery of a LSAP is:

Joint Personnel Administration Centre (Long Service Advance of Pay) (JPAC(LSAP))



Service Personnel and Veterans Agency(Centurion) (SPVA(C)),



Centurion Building,



Grange Road,



Gosport,



Hants



PO13 9XA



Tel:
Internal – 94560 3600




External – 0141 224 3600
This article does not convey any entitlement and is intended as a synopsis of the scheme.  For full details of the scheme and tax implications reference should be made to the relevant Joint Service Publication.
For information & advice on housing matters, contact:

THE JOINT SERVICE HOUSING ADVICE OFFICE

BUILDING 183

TRENCHARD LINES
UPAVON

WILTSHIRE SN9 6BE
TEL: 0044 (0) 1980 618925
Mil 94344 8925
LF-JSHAO-Mailbox@mod.uk     
www.mod.uk/jshao

Updated 04 Feb 10


