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SIPPS

Interest grows

In property
schemes

Investor demand prompts providers to design
permissable plans, writes Robert Budden

roviders of self-

invested personal

pensions (Sipps) are

constructing a wide
range of schemes for inves-
tors to hold jproperty in their
pensions tofatisfy continued
strong demand for this asset
class.

Some Sipp providers are
marketing hotel room invest-
ments in France. Others are
devising .syndicate schemes,
enabling teams of investors
to hold residential property
directly within their pension
funds.

At the end of 2005, Gordon
Brown stunned the pensions
industry with a U-turn
announcement that direct
investment in residential
property would not be
deemed a permissable invest-
ment for Sipps.

The last-minute change
forced some investors who
had secured flats in off-plan
developments for their pen-
sions to ditch their invest-
ment and kiss goodbye to
their deposits.

But pent-up investor
demand for property within
Sipps still appears to be
strong. One scheme being
marketed by FreedomSipp
allows Sipp investors to buy
rooms in French hotels.
FreedomSipp says it has had
“two or three” Sipp investors
purchase rooms in the Hotel
des Deux Domaines which is
being developed .in the
French ski resort of La
Plagne.

All rooms have now been
sold and prices started at

.just over €240,000. The
scheme promised a “guaran-
teed” rental yield of 5 per
cent for the first six years.

While some Sipp providers
are erring on the side of cau-
tion and avoiding hotel
investments, particularly
overseas, FreedomSipp is
confident its schemes fall
well within the rules.

“The big hoo-haa is ‘is it
residential property?’ We had
to make sure it wasn’t,” says
John Fox, director of the
FreedomSipp.

Hotels are _ permitted
investments in Sipps as they
are deemed commercial

property. But there is some
confusion with the growing
number ‘of “aparthotel”
investments, particularly as
some " of these schemes offer
investors the right to stay at
the hotel. .
Fox says that for hotel
rooms. to qualify for Sipps,
they must have shared facili-

ties such as a restaurant and’

a hotel reception. If the.room
has a self-contained kitchen,
HM Revenue & Customs is
likely to view it as residen-
tial property and therefore
disbar it as a potential Sipp
investment. Fox says in one
case it went to see a develop-
ment but ruled it out when it
emerged that the properties
each had a garage. Under the
FreedomSipps scheme, inves-
tors are also barred- from
staying at the hotel in which
they have invested.

But there are still legiti-
mate ways that Sipp inves-
tors can gain access to resi-
dential property. Provided
they form a syndicate with at
least 10 other investors,
direct investment in residen-
tial property via a Sipp is
permissable. One company
offering investors this oppor-
tunity is PropertyBourse
which sets up limited part-
nerships investing in residen-
tial property. If is marketing
a scheme investing in buy-to-
let properties in -London’s
Docklands as well as a
scheme investing in Polish
properties rented out to pro-

- fessional tenants. The mini-

mum investment in any one
scheme is £12,500.

Mike Morrison, pensions
strategy manager at Winter-
thur Life, a Sipp provider,
says he is also seeing grow-
ing interest from lawyers
and other professionals using
their Sipps to purchase their
business premises. Pension
rule changes introduced last
year mean such “connected
party” transactions are now
permissable.

“This is becoming more
and more common,” says
Morrison. “For some compa-
nies, the proceeds [for such
property sales] could be just
what is needed to take the
company forward.”
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Snow hope: The Hotel des Deux Domaines, which is still being built, offers a ‘guaranteed’ rental yield of 5 per cent
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“Unlock China.

At FTSE Xinhua Index we believe in developin§ the products that can unlock China
for you. o

The FTSE/Xinhua China 25 and FTSE/Xinhua China AS0 are the leading tradable indices
for the world's fastest growing market. They are part of the most comprehensive
index data set available, giving you access to the market using the internationally
recognised standards you understand and rely upon.

If you are entering the Chinese market, we hold the key.
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. To find vut more about the
: FTSE Xinhua Index Series,
visit www.ftsexinhua.com
email info@ftse.com or call.
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