
SIPP

Property notes

AJ Bell Investcentre SIPP - property notes 1

Introduction 2

The property 2

The seller 2

Valuations 3

Energy Performance Certificate 3

Trustee borrowing 3

The purchase 4

Property management 4

Tenants 5

The lease 5

Refurbishments or developments 5

Sale of property 6

VAT 6

Fees 6



AJ Bell Investcentre SIPP - property notes 2

Introduction

These notes set out the issues to consider if you want your 
SIPP to purchase a commercial property. It is important 
that you read these notes carefully.

HM Revenue & Customs (HMRC) imposes certain 
requirements on AJ Bell Management Limited as the 
administrator of your SIPP and Sippdeal Trustees Limited 
as scheme trustee. These requirements must be strictly 
adhered to. This is in addition to our terms and conditions 
in relation to the investment in commercial property, as set 
out in these property notes.

If you wish to proceed with a property purchase, then you 
must complete and return our property questionnaire.

For the purpose of these notes, the term ‘property’ also 
includes land.

We have also prepared some additional guidance notes 
for solicitors, commercial lenders and chartered surveyors 
respectively. These are available upon request.

We will forward these guidance notes directly to the 
relevant parties and it is therefore important that you 
provide their details in the property questionnaire.

Property should be viewed as a long-term investment. 
You must give careful consideration to the effect any such 
investment will have on the lump sum and/or pension that 
you can take from the SIPP if you are likely to take some, or 
all, of your benefits in the short to medium term, or have 
accessed your pension already.

The property

The trustees of a SIPP can purchase commercial property 
in the UK. Typical properties for SIPP investment include 
offices, industrial and retail units. The property can be 
freehold or leasehold, but leasehold properties must have 
a minimum unexpired term of 50 years. We do not accept 
vacant properties, so there must be a tenant with a formal 
lease in place from completion.

If the property to be purchased is currently multi-tenanted, 
we will require a headlease over the whole property to be 
granted to a new or existing tenant on completion.

Public houses and land with sporting rights attached are 
not acceptable.

If a residential property is being purchased for conversion 
to offices or some other commercial purpose, then the 
change of use must be confirmed before the property is 
purchased and any physical conversion works must be 
complete so that the property is no longer suitable for use 
as a dwelling. It must be possible to demonstrate that the 
previous use of the property prior to acquisition by the 
SIPP was commercial.

Commercial land may be an acceptable investment 
provided it is not adjacent to a residential property owned 
by the scheme member, or any connected party. As with 
all properties, there must be a commercial lease in place 
on completion. This could be for agricultural use or, for 
development land where the development is already 
planned, an agreement for lease with a tenant lined up 
to move in on completion of the work. It is not possible 
to purchase land for development with intent to sell on 
completion, as this could be classed as trading, with tax 
consequences for the SIPP.

There are a number of circumstances when HMRC may 
treat property transactions for taxation purposes as if the 
SIPP was trading. We recommend you take tax advice if you 
believe this may be of relevance.

Properties with any history of, or potential for, 
contamination problems are unlikely to be acceptable. 
Your property advisers will be able to provide further 
information on the implications of Part IIA of the 
Environmental Protection Act 1990 and subsequent 
relevant legislation.

We will only allow property to be purchased where all 
our requirements (as detailed in this guide) have been 
met prior to exchange, or – in the case of a property 
being purchased at auction – prior to the auction taking 
place. Alternatively you may choose to pay the deposit 
and exchange in your own name,  and the SIPP can then 
complete the purchase at a later date, assuming the 
property is acceptable and all our requirements have been 
met. You should however be aware that if for any reason 
the property is not acceptable for the SIPP and you do not 
complete personally, then you would lose your deposit and 
could be liable for other costs incurred by the seller.

We reserve the right to refuse to purchase any particular 
property if, in our opinion, it is not a suitable investment for 
a pension scheme, for example if the property is of a very 
specialised nature, or if we anticipate resale difficulties.

Properties in England and Northern Ireland are subject 
to Stamp Duty Land Tax (SDLT). Properties in Scotland 
are subject to Land and Buildings Transaction Tax (LBTT). 
Properties in Wales are subject to Land Transaction Tax 
(LTT). SDLT, LBTT or LTT as applicable is payable when a 
SIPP purchases a property.

The seller

If you are connected to the seller, we can only allow the 
transaction to take place on an ‘arm’s-length’ basis with 
a value determined by a chartered surveyor. For this 
purpose, ‘connected’ is defined in section 993 of the 
Income Tax Act 2007. The definition is quite complicated, 
although it does include you, close members of your family 
and any business with which you are associated.
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Valuations

Before the property is purchased, we will require a 
valuation and a surveyor’s report, which must be 
addressed to you and Sippdeal Trustees Limited, as 
trustees of your SIPP.

The report must specify:

• market value;
• rental value if there is a new tenant (taking into 

account the proposed terms of the lease);
• rebuilding valuation for insurance purposes; and
• whether a structural survey is recommended.

The property will need to be valued regularly in accordance 
with the rent review clause within the lease.

We reserve the right to appoint a chartered surveyor, at the 
expense of your SIPP, to carry out any work we require.

Once you have appointed a surveyor to act on behalf of 
the trustees, you must make it clear to them that they are 
advising the trustees. We have separate guidance notes for 
surveyors, available upon request.

Energy Performance Certificate

For most purchases, the seller must provide the purchaser 
with an Energy Performance Certificate (EPC). When you 
receive an EPC, please ensure we are provided with a copy. 
It is important that, where this is required, you obtain the 
EPC, as failure to do so may result in delays when wishing 
to let or sell the property.

Since 1 April 2018, it is no longer lawful to lease a property 
with an energy rating of F or G in England or Wales, and we 
will therefore not accept property with an EPC rating below 
E unless an exemption applies to the building.

In order to let or sell a property in Scotland with a floor 
area of more than 1,000 square metres, an action plan for 
the improvement of the carbon and energy performance 
of the building must be produced. This applies unless 
the property already meets energy standards equivalent 
to those introduced by the 2002 building regulations, or 
unless it has already been improved via a Green Deal.

The trustees must make an EPC available at the point the 
property is marketed for letting. The EPC must be given to 
the tenant when the lease is executed. Similarly, when you 
are marketing the property for sale, an EPC must also be 
made available to interested parties. When the property 
is sold, the EPC must be given to the purchaser. You and/
or the agent are responsible for meeting this requirement. 
Failure to comply can result in significant fines.

Trustee borrowing

The SIPP can borrow from a commercial (high street) 
lender to assist with the purchase of a property.

HMRC rules do not allow borrowing to total more than 
50% of the net asset value of the SIPP immediately before 
the borrowing takes place. This borrowing limit includes 
existing borrowing and any amount borrowed to finance 
VAT on the property purchase.

Example:
Mr Smith is considering the purchase of a further 
commercial property through his SIPP at a purchase 
price of £400,000 plus VAT = £480,000. For the purpose 
of the example, legal and other costs are ignored.

The current assets held by the SIPP are:
Cash at bank £250,000

Property £750,000

LESS existing borrowing (£200,000)

Total net asset value £800,000

The maximum borrowing (50% of the net 
asset value) £400,000

LESS existing borrowing (£200,000)
leaves a maximum available borrowing 
limit of £200,000

 
The funding for the new property is therefore as follows:
Existing available cash at bank £250,000

Available borrowing £200,000

Available for property purchase £450,000

In this example, there is a shortfall of £30,000. Therefore, 
if the SIPP is to purchase this property, an additional 
contribution will be required.

New borrowing is allowed after benefits have commenced 
(subject to the above limits).

The property can be used as security for the loan but you 
cannot provide personal guarantees in relation to the loan.

We must be provided with a copy of the loan offer letter as 
soon as it is available.

We have separate guidance notes for commercial lenders, 
which are available on request.

We will insist that the trustees’ liability in relation to the 
loan is limited to the value of your SIPP.
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If any of these requirements are not acceptable to the 
lender, then an alternative source of finance will have to be 
found.

It is your responsibility to ensure that there are sufficient 
funds at all times to meet the loan repayments.

We do not get involved in arranging the commercial terms 
of the loan. You should liaise directly with the lending 
institution at all times.

The purchase

The legal owners of the property will be you and Sippdeal 
Trustees Limited as trustees of your SIPP. You will be 
appointed as a trustee under the scheme solely for the 
purpose of your SIPP holding commercial property. You 
will not be a trustee of the SIPP in relation to any other 
investments.

If a number of customers with AJ Bell Investcentre SIPPs 
wish to use their pension funds to collectively purchase 
a property, then this can be achieved by the individual 
SIPPs joining together to purchase the property. The legal 
ownership of the property will be jointly vested in the 
property trustees for each SIPP (as tenants in common). We 
will not agree to a joint property purchase including any 
third party other than another AJ Bell Investcentre SIPP.

The trustees will need to appoint a solicitor to carry out 
the conveyance/transfer of the property on behalf of 
the trustees. You must make it clear to them that they 
are advising all of the trustees and not just you in your 
personal capacity. We have separate guidance notes for 
solicitors which are available upon request.

We understand that there is an inherent conflict of interest 
where the same solicitor has been appointed to act for 
both sides in a property transfer or letting transaction. 
If you intend to instruct the same firm to act for the 
SIPP trustees as for the seller or buyer (where the SIPP 
is purchasing or selling a property) or for the tenant or 
landlord (where the SIPP is granting a lease or purchasing 
a long leasehold interest in a property), we will require 
separate fee earners to act for each side. The individual 
acting for the trustees will need to advise us (and their firm 
will need to advise the other party) on how the conflict will 
be managed. They must also confirm that they are satisfied 
that those arrangements comply with the solicitor’s code 
of conduct.

You must ensure that there is sufficient cash in the SIPP 
cash account(s) to cover the purchase price and various 
costs associated with the property purchase.

We will require a copy of the Land Registry Transfer 
Document, the completion statement and a copy of all 
current leases in relation to the property. We will normally 
obtain these directly from the solicitor appointed to act on 
the trustees’ behalf. It is your responsibility to arrange for 

original documents and title deeds to be kept in a secure 
place, although we must have access to these at all times 
and reserve the right to lodge any such documents with 
our solicitors, at the expense of your SIPP.

For joint property purchases, each SIPP will have its 
own individual bank account and we will also establish a 
property administration bank account.

The beneficial interest each customer’s SIPP has in the 
property will be specified when the property is purchased. 
This will be determined by the contribution each 
customer’s SIPP makes to the property purchase. Subject 
to certain HMRC restrictions, the percentage allocation 
of the property can be altered in the future, subject to 
the property being valued by a chartered surveyor, all 
customers agreeing in writing to the reallocation and there 
being a transfer of cash or assets between the individual 
SIPP funds to the appropriate value. This may be useful 
if a customer involved in the property purchase wishes 
to retire, or if a new customer wishes to participate in 
ownership of the property.

The surplus proceeds (rental income less borrowing costs 
and expenses) paid into the property administration 
bank account will be distributed to the individual SIPPs in 
accordance with the percentage holding each member has 
in the property.

If borrowing is required, each SIPP must enter into a 
separate loan agreement with the lender and each SIPP is 
responsible for servicing its loan. In all cases, the liability 
of the customer and Sippdeal Trustees Limited will be 
limited to the value of the customer’s SIPP and personal 
guarantees are not allowed to secure any loans made to a 
SIPP.

Property management

The property manager chosen by you will be responsible, 
on behalf of the property trustees, for the management of 
the property and in particular for ensuring that the terms 
of the lease are being adhered to. Duties include, but are 
not limited to:

• ensuring rent is paid to the SIPP in line with the terms 
of the lease;

• advertising vacancies;
• managing any development or repair issues; and
• dealing with rent reviews and expiry of leases.

Unless you have specialist property knowledge, we 
strongly recommend that you appoint a third-party 
property management company to carry out these duties.

We reserve the right to appoint a third-party property 
management company of our choice if we experience 
difficulty administering the property with you as the 
nominated property manager. Such a course of action 
will be unavoidable if rent is not paid on time by you, or a 
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connected party, as tenant. The property manager’s fees 
will be borne by your SIPP.

We have an obligation to HMRC to monitor whether all rent 
is received when due, and the trustees must enforce the 
terms of the lease at all times, particularly if the tenant is 
connected. If rent is in arrears, then the trustees must seek 
recovery by whatever methods are deemed appropriate.

Unless we specifically appoint an agent to collect the rent 
on the trustees’ behalf, the rent must be paid directly into 
the SIPP cash account held with the Bank of Scotland.

It is your responsibility to ensure that buildings insurance 
cover is in place from exchange of contracts and at all times 
in the future.

We will also require you to ensure that public liability 
insurance is in place at all times. This is particularly 
important if the SIPP is purchasing land (with no 
buildings) when one may not normally consider insurance 
appropriate.

We will require a copy of the certificate of insurance each 
year and reserve the right to take out an insurance policy, 
at the expense of your SIPP, if there is any doubt that the 
property is adequately insured.

Tenants

The property can be let to an unconnected third party 
or alternatively can be let to your business, or another 
connected party, subject to the rent payable and the terms 
of the lease being on a fully commercial, ‘arm’s-length’ 
basis, as assessed by a chartered surveyor.

Please be aware that we must complete identity and 
verification checks on all tenants. It is important that you 
provide us with full details of all existing and proposed 
tenants at the earliest opportunity to avoid delays.

The lease

We do not accept vacant properties, and therefore a lease 
must be in place from completion. We will normally insist 
on a full repairing and insuring lease, i.e. the tenant must 
reimburse the landlord for the insurance and is responsible 
for the cost of the upkeep of the property. If there is a lease 
in existence when the property is purchased, then the 
trustees will generally take over this lease. If the existing 
lease is to a connected tenant, then we will need the 
surveyor to confirm that the rent is set at a commercial 
level. If it is not, then a new lease may be required.

If the property being purchased is currently let to multiple 
tenants, we will require a headlease to be granted to a new 
or existing tenant on completion.

If a new lease is required, then the trustees will need to 
appoint a solicitor to provide advice in conjunction with 
the preparation of the new lease. The new lease must 
be a full repairing and insuring lease, with no onerous 
covenants on the trustees.

It would be normal for the solicitor dealing with the 
purchase to deal with the lease as well.

If there are any ground rents or service charges payable 
by the SIPP, for example if the property purchased is 
leasehold, then the costs must be met by the SIPP.

Where the landlord and the tenant are connected and 
rent is not being paid in accordance with the terms of the 
lease, this may be an unauthorised payment as defined 
in the Finance Act 2004. If an unauthorised payment is 
made, HMRC will impose a tax charge on you personally 
of between 40% and 55% of the unauthorised payment. 
In addition, a scheme sanction charge of between 15% 
and 40% of the unauthorised payment will be imposed on 
your SIPP by HMRC. As the scheme administrator of your 
SIPP, we are required to report to HMRC any unauthorised 
payments.

To avoid any possibility of challenge by HMRC, we 
strongly recommend that if you, or a connected person, 
are the tenant, you pay rent by standing order strictly in 
accordance with the lease.

Since 2004, Government regulations have required the 
dutyholder, being the person responsible for maintaining 
and repairing any commercial property, to be responsible 
for the identification and management of asbestos within 
the property. Under a full repairing and insuring lease, this 
responsibility will normally fall to the tenant. For further 
information, see hse.gov.uk/asbestos/duty.htm or contact 
your property advisers.

Refurbishments or developments

The cost of any refurbishments or developments can be 
met by the SIPP, as long as this is in accordance with the 
terms of the lease. There needs to be one main contractor 
who invoices the SIPP for all work carried out. Work can 
be undertaken by a company connected to you if the 
company regularly carries out such work for third parties 
as part of its day-to-day business. Such work could only 
be undertaken on an ‘arm’s-length’ basis, as verified by a 
suitably qualified professional.

If improvements are carried out at the request of the 
tenant which are not within the normal repairing and 
maintenance terms of the lease, then the rent must be 
reviewed and increased, if appropriate. This will involve a 
variation to the existing lease and a revised independent 
rental valuation.
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Our written agreement must be obtained before any such 
work is carried out. Full details of your proposals, along 
with written quotations, should be provided to enable us to 
consider your request.

Sale of property

When you decide to sell the property, the trustees must 
normally appoint suitably qualified agents to advise on the 
selling price and the best way to market the property.

If the property is to be sold to a connected party, a 
valuation must be obtained from a chartered surveyor 
to confirm that the sale price represents the true market 
value of the property.

VAT

If the purchase price is subject to VAT, then please ensure 
that the finances to cover the VAT element is in place.

If building work is being carried out and the property is not 
already registered for VAT, it is normally possible for the 
trustees to elect for VAT on the property.

In both scenarios, the SIPP can be registered for VAT to 
reclaim the VAT paid. We will arrange the submission of 
the VAT registration form and will complete the quarterly 
VAT returns but it is important to note that it may take 
several weeks to complete the property and/or SIPP VAT 
registration and reclaim the VAT.

Where the tenant is connected but ‘exempt’ for VAT 
purposes and the property is valued at more than 
£250,000, specialist advice should be obtained as it is 
unlikely that the SIPP(s) will be able to recover the VAT on 
the purchase price. Please note that we cannot provide tax 
advice.

We will normally rely on the property management 
company, or the nominated property manager, to raise the 
rental invoices (including VAT if applicable) in accordance 
with the lease. A copy of each rental invoice must be sent 
to us, as it is an HMRC requirement that these are held at 
our offices.

Fees

All fees in relation to the purchase of the property and 
ongoing administration must be paid out of the SIPP. Any 
invoices in relation to work undertaken must be made out 
to the trustees of your SIPP.

In relation to the purchase of a property, this will include 
legal costs, Stamp Duty, surveyor’s fees, lender’s fees, our 
fees and any disbursements.

Ongoing fees will include surveyor’s fees, property 
management company fees, legal fees and our 
administration fees.

An estimate of our fees in relation to a property purchase 
and ongoing administration is set out in the charges and 
rates section of our website.

You must ensure that there is always sufficient cash in the 
SIPP cash account to meet the initial and ongoing costs of 
the property.
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