
Introduction
Purchasing property through a Self-Managed Super Fund (SMSF) has always been a hot topic, 
especially with the familiarity we all have with this particular asset class. Many Trustees would 
like to acquire property as part of their SMSF portfolio however, some Trustees can’t afford to 
purchase a property outright in their SMSF. This article sets out 3 ways in which you can acquire 
property in your SMSF. Of course there are other structures that can be used for this purpose. 
What structure is appropriate for you will ultimately depend on your circumstances. The three 
ways we will examine are either through borrowing or co-investing with others, without such a 
large commitment of capital upfront. Those three structures include using a Limited Recourse 
Borrowing Arrangement (LRBA), Unit Trust structure or Tenants in Common arrangement.

1. Limited Recourse Borrowing Arrangement (LRBA)
    – Bank Loan or Related Party Loan

A SMSF is permitted to borrow from lenders like banks or from related parties, including members of the 
fund, to acquire a property. The property must be purchased under a Limited Recourse Borrowing Arrange-
ment (LRBA), whereby a  separate custodian trust is established to hold the property.
 
Ultimately, this structure ensures:

           I.   The lender has limited claim on the borrowing and
 II.  All other assets in the SMSF are not at risk in the event of default
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The diagram below explains this structure: 

With the recent royal commission inquiry, and tightening of banking lending criteria, it is increasingly 
challenging to finance through a commercial lender. Related party loans can be an alternative, 
where related parties such as members of the Fund step into the shoes of the bank and lend funds 
to the SMSF. Caution and care needs to be taken as specific ATO guidelines are set out for a related 
party loan to ensure it is on commercial terms and at market rates. A brief summary of the ATO 
recommended terms and conditions of a related party loan is set out below:
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It is also important to note that certain outstanding LRBA balances that commenced on or after 1 July 
2018 might impact a member’s total superannuation balance and contribution eligibility. 
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2. UNIT TRUST

A Unit Trust structure can be a viable path to co-own a property with other investors who can be 
related or unrelated to a SMSF. The Unit Trust would possess direct ownership of the property 
while the investors, including SMSFs, indirectly own the property by holding units in the Trust. 

This structure provides flexibility for a SMSF to acquire more units from other unitholders in 
some (limited) cases, with a potential saving of stamp duty on the unit transfer. 

As the Unit Trust is a separate entity which has its own tax file number, a set of financial state-
ments and annual tax return need to be prepared and lodged with the Tax Office. 

3. TENANTS IN COMMON

Another option to co-invest in property through a SMSF is via a Tenants in Common arrange-
ment. A SMSF holds a fixed entitlement in a property with other investors, who can even be a 
related party, such as a member of the Fund. 

Relative to Unit Trust structure, Tenants in Common arrangements do not generally require a
separate set of financial statements and tax return. The SMSF share of net income and expenses 
are disclosed in the tax return of the fund.

If a SMSF and its related parties have majority equity holdings or can exercise significant influ-
ence over the Trust, the Unit Trust would be regarded as a related party investment. With this in 
mind, a SMSF is not allowed to invest more than 5% in a related party Trust unless it is a 
Non-Geared Unit Trust (13.22C Trust). The Non-Geared Unit Trust (13.22C Trust) must;

 •  Not borrow or have any charge over the property
 •  Not invest in another entity (e.g. acquiring shares in a company)
 •  Not lease the property to or acquire a property from a related party unless it is ‘business real property’
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Conclusion 
Using a SMSF to purchase property can be a complex field and a raft of superannua-
tion rules must be complied with. It can however open investment opportunities 
you may not have thought possible, by utilising your assets in the superannuation 
environment. Trustees need take into account their personal circumstances, 
long-term goals and objectives in deciding the right structure for their SMSF. 

Under a Tenants in Common arrangement, it can be potentially difficult to acquire additional 
ownership from other titleholders due to stamp duty, GST, Capital Gains Tax implications and 
acquisition rules for superannuation funds.  
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The information in this article contains general advice and is provided by Xpress Super Pty Ltd AFSL No. 430962. That advice has been prepared without taking your 
personal objectives, financial situation or needs into account. Before acting on this general advice, you should consider the appropriateness of it having regard to your 
personal objectives, financial situation and needs. You should obtain and read the Product Disclosure Statement (PDS) before making any decision to acquire any financial 
product referred to in this article. Please refer to the Xpress Super FSG (https://www.xpresssuper.com.au/download/fact_sheets/Financial-Services-Guide.pdf) for contact 
information and information about remuneration and associations with product issuers.
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