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SIPP 

Property administration and risk warning notice 
 

This warning notice sets out the risks and costs of buying a property through a pension fund. You should read it 

with our guidance and requirements for buying property through a SIPP and you must sign it before we (your 

SIPP administrator) go ahead with the purchase. 

You should carefully consider whether an investment such as this is suitable for you. Investments in property 

are intended to be long term and we would normally expect them to be held for a substantial period of time.  

 There is a greater risk associated with property investments as they are not readily realisable.  This means 

that the property would have to be sold and you would need to find a willing buyer. It could affect timing and 

the amount of benefits you take from your SIPP or the timing of investing the proceeds of the sale. There 

are also other risks you should consider.  

 Generally, property can take longer to sell than other types of investments. 

 Lack of diversification of assets increases the risk of investment loss. 

 The opportunity to sell a part-share in the property is limited.  

 You may have difficulty selling the property at a reasonable price.  

 The value of the property may fall as well as rise, so the value of your SIPP is not guaranteed. You would 

need to consider the likely future resale value.  

 Rental income is not guaranteed as tenants may vacate, fail or you may have to accept a lower rate of rent 

if the market has fallen.   

 If you have difficulties with the tenants (for example, if they ceases trading or go into administration or 
liquidation or break the terms of the lease), your SIPP may incur considerable costs associated with 
recovering the rent or may ultimately have to bear the loss of this income. 

 In some circumstances, it may be difficult to sell the property due to market conditions.   
 

 It is your responsibility to make sure there are sufficient funds within your SIPP to meet the liabilities 

associated with the property, such as mortgage payments, VAT, third-party bills (including service charges, 

business rates, utility bills and insurance) and your SIPP fees. This is particularly important if the property 

is vacant, as your SIPP will not be receiving any rent. 

 At the start of any proposed property purchase you will have to pay legal and professional charges. You 

must pay these whether the purchase completes or not. 

 We and the trustee company cannot guarantee that you will be able to use your SIPP to buy a property. All 

documents must be checked by our solicitor, and the sale can only complete once they have confirmed to 

us that everything is in order. 
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Property administration 

You have told us that you want to use your pension to buy a property. Please fill in the property questionnaire 

and return it to us as soon as possible.  

We will give you all the help we can, but you also have to help us by making sure that everything is in place in 

good time for the transaction to be successfully completed. Every property transaction is different and the time 

it takes to complete a transaction depends on many factors. Buying a property is the most complicated 

transaction for a pension scheme. This form of investment places great responsibility on us. So, we have to insist 

on certain requirements, which you must understand before going ahead. 

The following list of requirements may not be a full list, as we have found that individual properties may 

occasionally have particular problems that only become clear after the legal work has begun. We cannot 

be responsible for any extra costs you have as a result. 

If you have any questions, please contact us. Our details are at the end of this document. 

1. Legal ownership 

We (Talbot and Muir Ltd) are your SIPP operator and are responsible for the administration and the day-to-day 

running of the SIPP. The assets of your SIPP are owned by the SIPP trustee, who holds them in trust for your 

benefit. The SIPP trustee is not Talbot and Muir, but one of the following companies set up for the purpose of 

acting as trustee – TM Trustees Ltd, MYSIPP Trustees Ltd or Pensions Partnership SIPP Trustees Ltd.  

The SIPP trustee will be the legal owner of the property and it will be the trustee’s name on the property title 

deeds and the relevant Land Registry documents. 

2. Environmental screening report 

The Environmental Protection Act 1990 was amended in 1995 to place a duty on local authorities to inspect all 

land in their areas for problem sites that come within the legal definition of contaminated land. 

While whoever polluted the land is responsible for cleaning it up, the ultimate responsibility may be with the 

owner or pension fund trustee. To protect your interests, we will arrange an initial environmental screening report 

for all new property purchases. 

We will not go ahead with the purchase until we receive a satisfactory screening report and confirmation that the 

property can be insured. 

3. Insurance 

The property must always be insured.  While the lease may state the tenant is responsible for the insurance 

and repair of the property (an FRI lease), if the property is not let you are responsible for making sure 

insurance cover is in place.  

Neither we nor the trustee is responsible for arranging insurance or renewing existing cover.  We can arrange 

insurance by Marsh Limited through a block insurance policy which is designed for commercial property and 

meets the trustee’s requirements.  If you need more details about this, please contact us.   

We will receive a commission payment from the insurer. 

You do not have to have the block insurance. If you want to arrange your own insurance, there will be an extra 

charge of £150 plus VAT per year.  This is to cover the administration costs for reviewing this cover, to make 

sure it meets our minimum conditions. 
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Our minimum conditions for insurance cover 

 £10 million property owner’s liability cover 

 36 months’ loss of rent cover 

 Terrorism cover 

 No main exclusions are included in the policy 

 If the property is a listed building, the Royal Institute of Chartered Surveyors (RICS) must carry out a 

valuation of the reinstatement value (the cost of rebuilding the property) 

We have the right to delay the exchange of contracts on the purchase until we are satisfied with the 

wording of the policy you have taken out. 

If you arrange your own insurance, you must give the trustee copies of the insurance schedule and written 

confirmation the policy is in place as soon as possible.  You must also confirm each year that you have renewed 

the policy.  

The property must be insured when contracts are exchanged. Completion will be delayed until you 

produce the insurance documents. It is your responsibility to make sure the property is insured at all 

times. 

4. Solicitors 

We will instruct a solicitor who is experienced in this type of purchase to carry out the necessary legal work. The 

trustee will be the solicitor’s client and all instructions to the solicitor will come from us. You can appoint your 

own legal representative if you prefer. However, we have the right to appoint our own solicitor to check all 

documents and your SIPP will have to pay for this. All legal costs of the transaction are paid for out of your SIPP.  

If the lease is being granted to your business, a solicitor cannot act on behalf of both you and the SIPP. This is 

because there is a possible conflict of interest between you as the owner and occupant of the property.  You 

may want to consult a solicitor about the conditions of the lease. 

If you will need a mortgage and the lender instructs their own solicitor, you will be responsible for their fees, and 

your solicitor may also charge for dealing with them. 

5. High-value transaction 

If a transaction becomes very complicated or involves more than one owner, we can increase our charges, as 

set out in our terms and conditions. 

6. If a transaction does not complete 

The solicitors will keep you fully informed about the progress of the transaction and you will be able to ask them 

for advice or information at any time. If the transaction does not complete, you will have to pay a solicitor’s fee 

(plus any costs). This will normally depend on the amount of work already carried out and will be paid for out of 

your SIPP. This applies even if the transaction has to be ended because it cannot meet our legal requirements. 

We have the right to charge our property transaction fee in these circumstances. 

7. Survey and valuation 

You need to be satisfied that the purchase represents value for money.  

Unless you are buying the property from a connected party or selling or letting it to a connected party, we will 

not need to see a survey or valuation report and we will never instruct a surveyor. (A ‘connected party’ is any  

member of your family or any company or partnership connected with you or a relative.) 
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The conveyancing solicitor will produce a ‘report on title’, but will not inspect the property so will not include an 

opinion on the state of repair or whether the purchase price is fair or reasonable. For your own protection, we 

recommend you arrange a survey, which should be carried out by a RICS member (or equivalent). The cost of 

this can be met by the SIPP.  

All transactions with a connected party must be on an ‘arm’s-length’ basis. This means we must follow our 

standard processes, with all transactions dealt with on an independent commercial basis, otherwise your SIPP 

may become liable for tax charges if treated more leniently. A survey must be done. The surveyor, who should 

be a member of RICS (or equivalent), must inspect the property. We need a basic assessment of the condition 

of the property, a recommendation on whether a full structural survey is necessary, the market value, and a 

rebuilding valuation for insurance purposes. If the tenant is also a connected party, we also need a recommended 

current market rent (which HM Revenue & Customs (HMRC) say we must charge). For these purposes, the 

valuer will need to know your proposed term for the lease and whether there will be any break clauses (which 

allow you to end the lease before the end of the term). 

The report must be addressed to the SIPP trustee but arranged by you. The property and rent must be 

revalued whenever necessary to meet HMRC requirements. The cost of this will be met by your SIPP. 

8. Fees 

As well as the legal and surveyor’s fees set out in section 4, we will also charge a property fee (see our Fees 

and Services schedule). In exceptional circumstances (for example, if the property is being developed), we have 

the right to increase our charges and to charge for any work which is outside of our standard responsibilities. 

We will normally tell you about this before we start any work. 

9. Commercial property 

The property must be commercial property (for example, an office, shop or factory) when you buy it, not 

residential property (including properties used for holiday lettings). This is because HMRC do not allow a SIPP 

to hold residential property. You can apply to alter it to a residential property and alteration work can be carried 

out while the property is held in your SIPP. However, once a property is classed as residential, you must sell it 

before it is considered suitable for living in as a home, otherwise you will have to pay considerable tax charges 

(from your SIPP). You must tell us about any planned development or reclassification of a property owned by 

your SIPP so that we can calculate, and tell you about, any possible tax charges.   

You can usually use your SIPP to buy development land and agricultural land. You can’t use it to buy hotels and 

guesthouses (because it is difficult to establish which parts of them would be classed as residential), or properties 

that may cause management and legal liability problems (for example, with landfill sites and sites which may 

have been contaminated in the past).  

We must make sure that our responsibility to the developer is limited to the assets of your SIPP. This means we 

need to be satisfied that there will be enough funds in the SIPP to meet all the development costs and that the 

developer accepts that neither we nor the trustee will be responsible for making good any shortfall.  

A project manager (a qualified surveyor or architect) must be appointed to protect our interests.  

This is a heavy responsibility for us, and we have the right to refuse to allow development in certain 

circumstances. Buying property at auction causes particular problems. Please contact us before the auction. 

We allow you to buy amenity land (for example, land for fishing or hunting) and any land or property next to land 

or property owned by you or any connected party. However, the valuer must confirm these are physically and 

practically separate and that no additional value has been created by the purchase.  HMRC may investigate any 

amenity rights or any other leisure or recreational activities on the land. They will do this to make sure scheme 
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members (or connected parties) cannot directly benefit from these activities, without paying the appropriate 

market rate, once you have bought the land. 

10. Land near to residential property  

You are allowed to own land near to a residential property owned by you or any connected party. However, 

you may have to meet the following further requirements to make sure this is a legitimate investment under 

HMRC legislation.   

 The solicitor for the case must confirm that the land would not be seen as residential under HMRC 

pension scheme legislation. 

 You and your adviser must confirm that the investment is commercial, including the commercial benefit 

for the pension scheme and all expected investment returns and growth. 

 Once we have agreed how the land is to be used and that the tenant is a legitimate commercial 

organisation, we must agree a lease.  This can be with a connected party, but the requirements under 

section 7 apply. 

 The land would have to be individually insured. The cover cannot be included as part of the existing 

residential property insurance. 

 If the property is used and maintained by a connected party, they must provide evidence each year that 

it continues to be used for the purpose agreed at the start of the process. 

11. Freehold 

The property should normally be freehold not leasehold, unless the lease is a long one with a low ground rent 

and there are no conditions that may restrict or limit the use of the property and be difficult or expensive for the 

SIPP to meet. Very often, because we act as the trustee and the legal owner of the property, our requirements 

to do with ownership and so on may be more demanding than if you were buying the land yourself. For example, 

we have to be careful if there are high service charges or demanding maintenance duties which we could be 

liable for, and so we may need certain indemnities from you. This means that, as the legal owner of the property, 

the SIPP trustee will be liable for service-charge payments if your SIPP does not have the funds to pay them.  

The indemnities are your written confirmation that you will reimburse the trustee with any costs that cannot be 

paid for from the SIPP. If an existing lease is not being transferred, there must be a formal lease. The solicitors 

will prepare the lease, which will include terms that have been negotiated, and give it to the tenant or their legal 

advisor. The lease will be a normal commercial one. If the property is being leased to a connected party, the 

rent must be at the full market rate and you are responsible for making sure it is paid in line with the terms of 

the lease.  You cannot decide to charge or pay a reduced rent, for example, just to cover any mortgage payments.  

If the landlord has to meet certain conditions of the lease, the trustee may not be able to carry out or meet those 

conditions and may need an indemnity from the tenant or the person who holds the lease. An indemnity is a 

written agreement that the trustee (as landlord) will not be held responsible for failing to meet all the terms and 

conditions in the lease. 

If the property is let to you, you must pay us the rent a few days before the mortgage payment is due. All 

payments must be by standing order into the separate SIPP property bank account. We will not be responsible 

for any late payments or interest charges if we do not receive the rent on time. 

12. Buying property through a partnership 

If several SIPP members are buying one property, you usually only have to pay one initial property transaction 

charge. We will set up a separate SIPP for each member (which you will have to pay our full annual property 

charge on). We will also keep a separate account for the property itself. This account will receive the rent and 

distribute any balance into each member’s SIPP. The amount paid to each member will be in line with their 

shares in the property. We need to know at the start of the process what your share will be (it will normally reflect 



SIPP Property risk notice  6 / 8 

the amount of contributions you have made to buy the property).  You cannot give part of your entitlement to 

another partner. 

We recommend that you enter into a partnership agreement to cover issues such as death, retirement or new 

partners being brought in. We cannot help you with a partnership agreement, and recommend you get 

professional advice.  Even if a member is only entitled to a percentage share in a property, each member’s SIPP 

is fully liable for the mortgage if any member fails to make repayments. Each member cannot take a loan that is 

larger than their share of the property, as they cannot commit another member’s share of the property as security 

for their loan. 

13. Finance arrangements 

You should make sure that you have arranged any necessary finance to buy the property before solicitors are 

instructed. Please supply a copy of your mortgage offer, which should be addressed to us, when you return 

the property questionnaire. If this is not possible, please ask the lender to let us have a copy as soon as possible. 

Contracts cannot be exchanged until we have received the mortgage offer or have enough money in place to 

cover the purchase price.  

This may cause difficulties if an early exchange is needed (which is sometimes the case, particularly in Scotland). 

We insist that the offer letter contains a clause limiting our liability to the value of your fund. Some lenders 

will not accept this and, if that’s the case, the borrowing cannot go ahead. Some lenders insist on conditions 

which are unacceptable to us, for example, a floating charge over our assets or an assignment of the rent. (An 

assignment is where the lender wants the legal right to a share or all of the rent income.)  If this is the case, you 

will need to find alternative finance. Also, some lenders appoint their own solicitors, which you will have to pay 

for.  

Problems may arise if the rental income is not enough to cover the mortgage payments. For example, if you 

have already made the maximum pension contribution allowed in a tax year into your SIPP, you may not be able 

to justify making further contributions to cover the shortfall. All mortgage payments, both capital and interest, 

must be paid from the fund and must not be paid direct to the lender. 

A SIPP can borrow up to 50% of its net asset value, minus any existing borrowing. 

14. Property management 

Although the trustee is the legal owner, we do not hold the keys to the property and we do not visit the property 

or check on its condition.   

We are not the managers of the property and, if there are no alternative arrangements, this responsibility falls to 

you.  

However, if the property is being leased, we have the right to appoint a property manager to collect rent and 

make sure repairs and tenants’ duties under the lease are carried out. We will tell you if this is the case with your 

property. These costs will be met by your SIPP. 

We do not monitor rent payments. This is your responsibility or that of the property manager (if one has been 

appointed). This means we do not collect unpaid rent or tell you about rent arrears.  All rent goes into the SIPP 

property account and these payments are shown on your annual SIPP statement. It is your responsibility to make 

sure the correct amount of rent has been paid and the rent is up to date. If you ask, we can give you a copy of 

the SIPP bank statement each month. 

Once the purchase is complete, if the property has no tenant, you are responsible for telling the relevant local 

authority and utility providers that the registered owner of the property is the trustee. You must also tell them that 

any invoices should be addressed to the trustee and sent to us at 55 Maid Marian Way, Nottingham, NG1 6GE.   
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15. Unoccupied land and property 

To make sure the property continues to meet the terms of the insurance, and to enable us and the trustee to 

confirm to HMRC, if they ask, that the site is occupied, we and the trustee have the right to inspect any land or 

property. These inspections will be carried out by a third party arranged by the trustee, and the costs will be 

met by your SIPP.  

16. VAT 

It is normally possible to arrange to opt for VAT where appropriate (for example, if you are buying a new property 

where the purchase price includes VAT or where major renovations are proposed). You should get advice from 

a qualified VAT specialist before registering for VAT (neither we nor the trustee are VAT specialists). We 

recommend that the VAT application and quarterly returns are dealt with by a VAT specialist. We can do these 

tasks if necessary, but we do not accept responsibility for any fines or charges set by HMRC as a result of 

anyone giving us false information. These will be paid by your SIPP. There is a further quarterly charge (every 

three months) if we have to fill in and file VAT applications for registration, and do quarterly returns.  

Please remember it takes a few weeks to reclaim VAT. If it has been paid on the purchase price or the invoiced 

rent before the rent is paid, you must make sure there are enough funds in the SIPP bank account to cover any 

temporary shortfall. Successfully registering for VAT does not necessarily mean that you will be able to claim 

back VAT. As mentioned above, you should get advice from a qualified VAT specialist before registering. 

As the trustee is responsible for VAT liabilities, there will need to be an indemnity agreement between you and 

the trustee. This is a written agreement to confirm that you accept you have ultimate responsibility for any VAT, 

and that you will reimburse the trustee if they have any VAT-related costs that cannot be met out of the SIPP.  

Forcing the sale of a property 

If you do not make enough cash available to meet costs we or the trustee has told you about, we may need to 

force the sale of the property.  If this is the case, to make sure that further liabilities are kept to a minimum and 

the property is sold or transferred quickly, it would be put up for auction.   

17. Energy Performance Certificates (EPCs) 

Since 1 October 2008, an EPC has been needed when all commercial buildings are built, sold or rented out. 

(Renting out also includes transferring the lease and subletting.) It is the property owner’s responsibility to get 

an EPC and they must make it available to any prospective buyer or tenant as soon as possible. 
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Client declaration 

1. I have received this property administration and risk warning notice for buying property through my SIPP, 

and confirm I understand it. 

2. I will settle your legal and professional fees for any proposed property purchase (and any you have to pay 

on someone else’s behalf), whether or not the purchase is completed. 

3. I understand that you will not take responsibility for collecting rent arrears or monitoring  rent payments.  

 Member’s name:       Signed:  

 Member’s name:       Signed:  

 Member’s name:       Signed:  

 Member’s name:       Signed:  

 Date:    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Talbot and Muir 

55 Maid Marian Way 
Nottingham 
NG1 6GE 
Phone: 0115 841 5000 
Fax: 0115 841 5027 

Website: www.talbotmuir.co.uk 

Talbot and Muir Limited provides administration to small self-administered pension schemes and is authorised by and 
regulated by the Financial Conduct Authority to provide administration to self-invested personal pensions (SIPPs). 

Talbot and Muir is the trading name for Talbot and Muir Limited (company number 02869547). Registered in England. 
Registered address: Dunn’s House, St Paul’s Road, Salisbury, SP2 7BF. A list of directors is available if you ask. 
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