
 

 
 

 

 
 
 
 

pension schemes and property 
 
 

setting the scene 
 

Commercial property has always been an attractive investment option for Self Invested Schemes, 
and can provide twin benefits to both the business of the individual members, and their pension 
scheme. 
 
Typically, the Scheme will purchase a commercial property which can be let either to the member’s 
own company, or to third parties.  
 

summary 
 

 Self Invested Schemes can purchase commercial property and hold it as an asset. The 
property is let out on a commercial basis, and rental income is paid to the Scheme.  
 

 Commercial property can include shops, industrial units, hotels and offices. It can also 
include land, including agricultural and farm land, as well as forestry. Land can also be 
purchased for the purpose of commercial development. 
 

 The Scheme can borrow up to 50% of its net value to assist in purchasing property. 
Usually, borrowing will be obtained from a Bank or Building Society, and repayments are 
made from the rental income generated by the property. 
 

 It is possible to purchase property from a Connected Party, such as the member or the 
member’s company. For transactions of this type, the value must be determined 
independently, and demonstrated to be the commercial value of the transaction. 
 

 The Scheme can own property in conjunction with other pension schemes, and also with 
other individuals or companies. This can assist in making the transaction more affordable. 
 

 Residential Property cannot normally be held by the Scheme without incurring severe tax 
penalties. 
 
 

 
 

For use by 

 Financial Advisers only 

 

This note is for general guidance only and is based on our 
understanding of the current position of the rules relating to property 
transactions. Specific advice should be sought in respect of each 
individual case to ensure that the requirements of HMRC and 
relevant legislation are being met. 
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detail 
 

Purchasing Pension Scheme Property & Ownership 
Purchasing commercial property is a common transaction for Self Invested Schemes. The starting 
point is usually identifying a suitable property that would act as a good investment for the Scheme, 
producing both good rental returns and the potential for capital growth. A survey needs to be 
prepared confirming these likely values as well as outlining the general condition of the property. 
Special attention needs to be given to ensuring that there are no potential issues affecting the 
property, such as environmental contamination, and additional information is usually sought in this 
area. The property, once purchased, is then registered in the names of the Trustees of the 
Scheme. 
 
Key Advantages 
Rental income generated by the property will accrue tax free into the Scheme Bank Account, and 
will continue to be held in a tax free environment. Any capital growth in relation to the property will 
also be free of capital gains tax. A property can be let to the member’s own business or trade, 
provided the rent being paid is at market level. 
 
Borrowing 
A Scheme can borrow up to 50% of its net assets to assist in purchasing property. This is normally 
through a Bank or Building Society, although it is possible for the Scheme to obtain borrowing from 
other parties, including connected parties, provided the loan is commercial. Scheme Trustees will 
usually look to ensure that any liability created by entering into the borrowing arrangement is 
limited to the assets held by the Scheme. 
 
Connected Party Transactions 
It is possible for the Scheme to transact with a connected party (the member, their family or 
company, for example), provided that this is conducted at market value. If the transaction (either a 
purchase, sale or letting) is not conducted at market value, a tax charge can be imposed on the 
pension scheme. 
 
Complex Transactions 
As well as a ‘traditional’ sale or purchase, a Scheme can also consider joint transactions, where 
the property is purchased in conjunction with other schemes or parties. This is useful where the 
affordability of the property is limited by the value of a single Scheme and its potential borrowing. 
Where groups of individuals join together to purchase property, the share attributable to each party 
is determined by the amount of their contribution to the investment. Additionally, all costs 
associated with the property will be borne in this manner. A partnership agreement should be put in 
place to cover all of the various interactions between the members of the group, such as income 
and expenditure, how the property might be sold, and what happens in the event of the death of 
any of the participants involved. 
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