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Property income

and fax

Tax, reliefs and allowances on different types of property

incomea.

There are many ways bo sam an income

from property such as residenfial properies,

furnished hc||idcr}l leﬂings, commarcial

properies and renfing out a room in

your house.

The sxact tax freatment and allowable

expenses will differ depending on the type of

property you own and your level of income.

In most circumstances income fom property

you parsonally own must be reparted through

a seltassessment lax refurn.

Yo will nead o repart income from property

if you receive:

*  batween £2 500 - £9 999 affer
allowable expenses

s £10,000 or mome before allowable

EXpEN5a5.

The government advises individuals with
annual propery income below £2, 500 o
contact HMRC directhy about thair reporting
requirements.

In addifion o tax, individuals who un
propery businesses in England or Wales
have to pay class 2 national insurance (M)
if thair profits are mare than £5,965 o
year. Closs 2 M is £2.80 a week for the
2014/ 17 fax year.

Class 2 Ml is dve o ba abolished from April 2018. It is not chear yet what impact this will have
on landlords.

Sole troders and pariners report and pay income jox H'.reugh salfossessmeant, whereas limited
companies will pay corporaficn ¥ox on profits.

Rental income on proparties owned by o business is reated in the sams woy as other

business income.

Reducing tax
Wheare income is relatively small, individuals may not have to pay income fax or repart the
incoma o HMRC.

Property allowance

& £1 000 toxhes anmal allowance for propery income is due to come into effect from Apeil
2017,

Individuals with proparty income below the allowancs will no longer have ko report or pay fax

on that income.

Whare property income axceads the allowancs, individuals can choose o deduct £1,000 from
their faxable profils insleod of colovlafing exoct expenses.

This simplification will ba usefil for thoss whose expanses are less than £1,000. Wheare

expenses exceed ihe allowance, it will remain beneficial fo confinue fo deduct exoct expanses
falthough the tocpayer will sl have to record axpenses|.

Renting out a room
Indwiduals who rent out fumished rooms in their home con eam up to £7 500 a year tedres
without any reporling cbligations under the rent o room scheme.

The scheme is available o residant landlords and peopls who n a guesthouse or bed
and breakfast.

YWhare 2 pacple own a properly, the threshold is habed meaning that each person can claim a
maximum of £3,7 50 in ko relief.
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Rent exceeding the threshold has o be reporied to HWRC via selfossessment. At this stage the
landlord con choose whether to use the scheme. Thoss that opt info the scheme pay fax on
their gross income minus e £7, 500 allowance.

F'Ew:\p{e who don't jiin will pay lox on income afier expanses and cupih:| allowances.

Mot sure when you have fo report ond pay tox# Confoct us fo discuss your situation,

Expenses
Income fox is dua on profits afier allowable expenses have been daduded. Different hypes of
praperty have different allowoble expenses.

Landlords pwhether an individual ar @ comparmy} of residenfial property can deduct doydedoy
expandiure incumed while unning the business from their profits.

Allowable expenses includa:

* rapairs and maintenance

*  buildings and contents insurance

L] -_grcu.lnd rent, rent and service c|'ﬂrgas
= ydility bills

*  council fox

*  cleaning and gardening services

*  laling agents’ and accountons’ fees.

Renowvation costs cannot be deducted as EXPEnses.

Landlords of residential properfies can also deduct the cost of replacing fumnishings, appliances
and kitchenware from their profits bafore tax. This replaced the 103 wear and tear allowance
fram April 2016

‘We con odvisa on the expensas you con cloim.

Mnri'gd%e relief

Resideniial landlerds can cumenty deduct all finance costs from ther ioxable rental profit.
Howevar, restrictions on this bax relisf come inle effect from the stor of the 2017/ 18 fax year
By 2020/21, tax relief on finance costs such s morgoge and loan interest will be 20%.
The nevw regime will be infroduced gn:lckn"y:

»  P0V7/18: 75% of finance costs, 25% os basic role fox reduction

o 2018/19: 50% of finance costs, 50% as basic roie tax redudion

»  P019/20: 25% of finance costs, 75% os basic role fox reduction

»  2020/21: all finance costs will be given as basic rale hox redudfion.

Higher or addifional rale toxpayers will ses their tax relief reduced. The extent will depand on
whether the personal ko allowancs and o bands change by 2020/21.

Basic role baxpayers will not pay morne jox on theair property.

Furnished holiday lettings
Chamears of fumished holiday homes may be able to claim plant and mochinery capital
allowances and cerioin capital gains fax [2GT) elists # all of the following apply:

*  the propery is avoilable o let for ot least 210 days o year

= it is ket for more than 105 days a year

* o individual let excesds 31 days

*  wyou chargs the market value 1o whoever is letting the propery.

Plant and machinery capifal allowances
uppl'f fo items inside the proparty such as
furniture and equipment vsed outside such
s tools and vans.

The CGT reliefs owilable are business asset
rollover relief, entreprenaurs’ relief, relisf for
loans to froders and giﬁs of business ossets.

Losses

In ganat:L lassas can be offsat against future
pn:ﬁits from the some renfol business. This
means it is possible o offsat expenses from 1

property against ancther.
Separate rules apply bo fumished holiday
|e-'rﬁngs and overseas properies.

Tax when buying
a property

An odditicnal 3 percanioge points is poyable
in skamp duty land ke |SCAT) on any property
purchasad as a buytolet. A similar le
applies fo purchases in Scofland whera land
and buildings transaction bax reploced S0
in Apeil 2015.

Differant rates apphy when buying

commercial property:

Tax when selling a

prope

In most coses, proparty is nol
a|igih|a for prvate residence relief and will
thersfore be svbjed to CGT upon sale.
Profits made on property above the annual
allowance [£11,100 for 2016/17) wil be
taxed ot 18% |basic rate iowpayers] or 28%
{higher rafe joxpoyers|.

Landlards will have ko pay any CGT within
30 days of completion of a sale of property
brom April 2019 The cument poyment pericd
is batween 10 and 22 monhs.

Tolk 1o us obout moking the most of your
property invesiments.
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