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This document has been written for The Xafinity SIPP.  However, if you have a Xafinity Self 
Invested Personal Pension Plan it is still correct in its technical content but there are some 
minor differences.   
  
You can find out what SIPP you hold by looking at your Policy Number. The table below 
explains the differences to consider when reading this document.  
 

Policy Number SIPP Name Differences in this guide 

1nnnnn (6 digits starting ‘1’) 
The Xafinity SIPP, 
and SimplySIPP 

None 

5nnnn (5 digits starting ‘5’) 

Xafinity Self 
Invested Personal 
Pension Plan 

 The SIPP is not Defaqto rated; and 

 The SIPP Provider is Bank of 
Scotland 
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SIPPs: Leasing a property to a connected tenant 

Important Note 
 
This document is updated regularly.  Please ensure you are referring to the latest document, by 
downloading it from Xafinity.com. 
 
Property investment is not available with the SimplySIPP.  If you have a SimplySIPP and wish to 
invest in property, please contact us about moving to the full Xafinity SIPP. 
 

Background 
 

This summary tells you briefly about: 

 The issues that you need to be aware of when a SIPP leases a property to a „connected‟ 
tenant; and  

 The potential tax charges that could be incurred if the rules are not followed. 

 

A „connected tenant‟ is, briefly: 

 A member or spouse or relative of a scheme member; 

 A partnership, where one of the partners is a member or relative of a scheme member; or 

 The member‟s employer. 

 

The key rules 
 

The tax rules require that: 

 A full commercial lease must be in place; 

 Rent must be at a market rate; and 

 The landlord is expected to enforce the lease as a 3
rd

 party would.  This includes pursuing 
outstanding rent and any “late payment interest” if the lease dictates. 

 

What needs to happen in these cases? 
 

Where property is leased to a connected tenant: 

 Unpaid rent is initially treated as a debt; 

 The Trustees of the SIPP will take steps to recover outstanding rent and late payment 
interest, and this will be on a commercial basis; 

 If the outstanding rent and late payment interest cannot be recovered, the outstanding 
amount becomes a “loan from the pension scheme”.  Unless HM Revenue & Customs 
(HMRC) criteria for loans is met, this loan will be treated as an unauthorised payment.  
One of the conditions for a loan is that it is secured on a first charge basis before the loan 
is made and therefore it is highly unlikely that any rent arrears will meet this condition;  

 An unauthorised payment must be reported by the Scheme Administrator to HMRC within 
deadlines set by HMRC, and corresponding scheme tax charges paid; and 

 The tenant must also report the “unauthorised payment” to their local Inspector of Taxes, 
and pay the corresponding tax charge. 
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Tax charges on the Scheme Administrator            
 

 A charge of between 15% and 40% of the “unauthorised payment” amount is levied against 
the Scheme Administrator; and 

 These will then be recovered, by the Scheme Administrator, from the SIPP. 

 

Tax charges on the tenant 
 

 A charge of 40% of the “unauthorised payment” amount is assessed on the tenant; and 

 Depending on the amount of the “unauthorised payment” as a percentage of the overall 
pension arrangement value, there may also be a 15% surcharge.      

 
AMPS/HMRC Easement  
 

In April 2009, the Association of Member-Directed Pension Schemes (AMPS) obtained guidance 
from HMRC.  This confirmed that: 

 If the tenant is in financial difficulty, HMRC are happy to accept in principal the re-
negotiating of lease terms. 

 Where the tenant is a company, HMRC do not expect dividends to be paid to shareholders 
in these circumstances. 

 
Practical aspects 

 

 Financial difficulty must be demonstrated: the tenant‟s accountant/auditor would be 
expected to provide evidence to support this; 

 If a lower level of rent is to be considered, professional 3
rd

 party advice must be obtained 
(e.g. from a surveyor) to support the reduced amount as being on a commercial basis.  
This can take into account rents in relation to similar properties in the current market and 
the prospect of getting a new 3

rd
 party tenant.  

 If a rent holiday is to be considered, professional 3
rd

 party advice must be obtained (e.g. 
from a surveyor) to support this as being on a commercial basis.  This can take into 
account other properties and lease terms in relation to similar properties in that area and 
the commercial terms that would be available to a new 3

rd
 party tenant. 

 Professional advice needs to be sought with regard to re-negotiating the lease, especially if 
the lease contains upward-only rent reviews.   
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Contacting Xafinity 
 
SIPP Trustee:   Xafinity Pension Trustees Ltd  
SIPP Administrator:  Xafinity SIPP Services Ltd 
 
SIPP Department 
Xafinity SIPP Services Ltd 
Scotia House 
Castle Business Park 
Stirling 
FK9 4TZ 
 
www.xafinity.com                    Tel: 01786 434213                 Email: SIPPTeam@xafinity.com 
 
Xafinity SIPP Services Ltd is authorised and regulated by the Financial Services Authority. Our FSA Registration 
Number is 461791. You can check this on the FSA‟s website at www.fsa.gov.uk/register. Xafinity Pension 
Trustees Ltd (1450089) is registered in England at 27 Kings Road, Reading RG1 3AR.  Xafinity SIPP Services Ltd 
is registered in Scotland (No 69096) and its registered office is at Scotia House, Castle Business Park, Stirling 
FK9 4TZ. 
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