
QQ    II rruunn  aa  ffaammiillyy  bbuussiinneessss..WWee  nneeeedd  ttoo  ffiinnaannccee
ccaappiittaall  eexxppeennddiittuurree  bbuutt  bbaannkk  bboorrrroowwiinngg  iiss
nnoott  aavvaaiillaabbllee..  II  hhaavvee  hheeaarrdd  tthhaatt  iitt  iiss  ppoossssiibbllee
ttoo  uussee  ppeerrssoonnaall  ppeennssiioonn  ffuunnddss  aass  aann
aalltteerrnnaattiivvee..  HHooww  ddooeess  tthhiiss  wwoorrkk??
AA Self Invested Personal Pension schemes
(SIPPs) can be used to release funds into a
business in two ways; either to purchase an asset
from the business, often the trading premises, or
as a loan to the business.
Ask your financial advisor if your pension
arrangements allow you to take advantage of
these options, or whether it is worthwhile
consolidating your existing funds into a SIPP to
enable you to do so.
Using pension funds to purchase an asset allows
you to borrow a further 50% of the funds already
available, e.g. with a fund of £250,000 you could
buy a building valued up to £375,000. If two or
more persons pool their pension funds the
borrowing power is correspondingly increased.
Once purchased the trading premises can be
leased back to the business to produce a rental to
help repay the borrowing. The advantages are:
● tax relief on pension contributions going into

the fund;
● rental income is not taxed in the fund;
● rental payments are a deductible business

expense;
● tax free capital growth of the building;
● the property is moved away from the creditors

in the event of insolvency.
The alternative is to lend the business up to 50% of
the pension fund. Special rules govern the loan
which must be secured against a business asset
with interest at a commercial rate. The loan is
repaid over a fixed period and the interest payments
are a deductible business expense. In the pension
fund the interest payments attract no tax.
If in doubt consult a solicitor.
Stephen Soper is a Partner and Solicitor in the
Commercial and Property Department of
Powells Solicitors.

Direct dial 0011993344  663377991155
ssooppeerr@@ppoowweellllssllaaww..ccoomm
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