
 
 

 

7 THINGS YOU NEED TO KNOW 
WHEN BUYING PROPERTY IN SUPER 

 
 
So – you have made the important decision to buy property in a self managed super fund (SMSF).  
Here are the important things you should be aware of.   

1. Type of property 

Are you going to buy a new property or established dwelling?  There are lots of people promoting 
the purchase of new properties in super.  This is typically being driven by agents/advisers receiving 
large commissions from property developers, or the property developers themselves.  Commissions 
range from $10,000-$40,000 per property sold.  Anyone receiving a commission may not have your 
interests at heart, they are probably trying to flog property and make a few (thousand) extra dollars. 
 
What’s more – who do you think is ultimately paying for the commission?  If you aren’t sure then 
look in the mirror and you will have the answer.  You will probably pay an inflated price for the 
property. 
 
The fact is that established properties are likely to produce higher returns than new properties.  
What happens to the value of a new car when you drive it out of the showroom?  It is no different 
with new properties.  They lose their shine and fall in value in the short term as a result. 

2. Trustee Structure 

All SMSF’s have trustees – either a company or individuals.  It costs a little bit more to have a 
company as trustee.  There are important benefits too. 
  
One of the benefits is that banks will be more willing to lend if you have a company as trustee.  This 
becomes very important if you are buying property in super.  There are many other benefits as well. 

3. Structure of SMSF loans 

SMSF loans are structured differently to normal loans in a few ways: 

 The loans are “limited recourse”.  This means that if your SMSF can’t make the repayments, 
the bank can repossess the property but can’t touch the other assets in your fund. 

 The property is owned through a separate legal structure called a bare trust.  As a result you 
end up with 4 legal entities – the SMSF, the bare trust, the SMSF trustee and the trustee of 
the bare trust. 

4. Getting the documentation right 

It is critical to get the documentation right for SMSF loans.  If you get it wrong the ATO will require 
that you unwind the transaction which usually means selling the property.  This will cost you tens of 
thousands of dollars in stamp duty, commissions, legal fees etc.  Don’t risk it! 
 



 
The best way to make sure you get this right is partnering with a specialist SMSF administrator 
rather than using your accountant.  History shows that accountants often get this wrong – by setting 
up the 4 entities in the wrong order and/or putting the wrong names of the wrong entities on 
various documents.  Many of them haven’t done this before and you become their guinea pig.  
 
How do we know that accountants often get this wrong?  Because we spend way too much time 
fixing up problems created by accountants.  In many cases the cost to the SMSF is tens of thousands 
of dollars.   

5. Investment restrictions 

There are a number of restrictions which govern how you can invest your super money.  They all 
stem from the premise that super is there for retirement saving and not for personal gain.  Here are 
a few things to be aware of: 

 Your super fund can’t buy a residential property from you or a related party of you 

 You can’t live in a property owned by your super fund, nor can a family member 

 Your super fund can buy a commercial property from you, and your business can rent a 
commercial property from your super fund.  All transactions need to take place at arm’s 
length (ie at a fair price). 

6. Improvement restrictions 

 
Once you have purchased your investment property you may want to renovate the property.  In a 
nutshell, here is what you can do if you have borrowed money to buy the property: 

 Borrow more money or use the fund’s bank account to pay for maintenance and repairs 

 Use cash in the fund’s bank account to pay for improvements in the property – as long as 
you don’t change the nature of the property. 

 
There is a lot of detail sitting behind these rules.  So it is wise to obtain advice in this area, as with 
most issues relating to SMSF’s. 

7. Capital Gains Tax 

As the legislation stands today (September 2013), if your super fund sells a property (or any other 
growth asset eg shares) after you have commenced a pension, you won’t pay capital gains tax.  For 
this reason, it is likely to be beneficial to hold the property for a long period of time.  
 
This will influence the type of property you buy.  Don’t buy a property just because you can get it for 
a good price today – a saving of a few thousand dollars today will be immaterial in 20 years’ time.  
Buy the property because it will deliver good income and growth over the long term.  That means a 
good property in a good location. 
 
 
As you can see, there are quite a few things to consider when buying property in super.  We strongly 
recommend that you partner with someone who specialises in SMSF’s to help you work through 
these issues and others.  We would love to help you in this respect – you can call us on 1300 546 300 
(1300 LIME 00).  The initial consultation is on us. 
 
 



 
 
General advice warning 
The information contained in this article is of a general nature only and may not be appropriate for your 
personal circumstances.  You should consult a financial adviser or other qualified professional before acting on 
the information contained in this article. 
 


