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	Notes on UK PROPERTY


It is important that you provide us with all relevant information to ensure the accurate completion of the land & property supplementary pages of your tax return.  If you are unclear about any of the items covered below, please contact your BDO tax adviser.

Income

· Please let us have details of all rental income (and any other receipts) arising in the year ended 5 April 2009 from any land or property in the UK or overseas.
· If you have a managing agent, please let us have copies of your rental statements covering this period. 

Expenses 

Please let us have details of all expenses incurred in the year ended 5 April 2009.

Expenses that can be deducted against your rental income include those that are wholly and exclusively incurred for the purposes of the rental business and those that are not capital in nature.  The following guidelines may be useful, but the list is not exhaustive:
· Repairs and maintenance

· When you purchase a property for the purpose of letting, any expenditure incurred prior to letting will only be allowable if, when first purchased, the property was in a condition in which it could have been let immediately, without any of the repairs being made.

· The cost of repairs that do not constitute a significant improvement to the property beyond its original condition are normally allowable as a deduction.
· Repair means the restoration of an asset by replacing subsidiary parts of the whole asset, e.g. the cost of replacing roof tiles. If there is significant improvement after undertaking the repairs this will be classed as capital expenditure and therefore disallowable, e.g. if you replace the whole of a roof.
· Capital expenses are not lost altogether as they can be deducted from the proceeds of sale when calculating any future capital gain. 

Examples of common repairs that are normally allowable include:

exterior and interior painting and decorating, 

damp and rot treatment, 

mending broken windows, doors, furniture and machines such as lifts, 

re-pointing, and 

replacing roof slates and gutters
· Letting Agent fees
If you arrange for an agent to look after your rental property the agents fee and commission charged will be allowable as a deduction.
· Interest
Interest payable on loans used to buy land or property which are used in the rental business, or on loans to fund repairs, improvements or alterations, is deductible in computing the profits or losses of the rental business.  If you take out a repayment loan to fund the purchase of land or property, only the interest element of the loan will be deductible.  Any capital repayment will not be allowable.

· Professional fees

A proportion of our fees will be allowable but only those fees that relate to the preparation and completion of your rental income and expenditure accounts.

· Other expenses

Ground rent, insurance premiums, advertising, utility expenses, council tax payments etc that you have paid and relate to the rental property are all allowable, provided that they have not been borne by the tenant.

Property Let Furnished in the UK
If you let your property furnished you can either claim a 10% wear and tear allowance or deductions under the renewals basis.
The 10% wear and tear deduction (an allowance equal to 10% of rent received after deducting charges/services that a tenant would normally bear, such as Council Tax) is only due if furnished accommodation is genuinely provided. A furnished property is one that is capable of normal occupation without the tenant having to provide their own beds, chairs, tables, sofas and other furnishings, etc. The provision of nominal furnishings will not meet this requirement.
Under the alternative renewals basis you will be able to claim the renewal cost of such items as carpets, fridge, washing machine etc., but not the cost of the original purchase.
Furnished Holiday Lets (FHL)

Properties that are let as FHL are treated differently from other properties for tax purposes.  For example, any losses arising from holiday lettings can be set off against your other income, and not just against other income from property.

A letting will be regarded as a FHL letting if it satisfies certain criteria.  Please contact your BDO tax adviser for further details.

Rent a Room Relief 
Rent a room relief is available for owner occupiers who let furnished rooms in their only or main residence.  You must occupy the property as your main residence at the same time as the tenant for at least part of the letting period.
No tax is payable if the gross rents for the tax year, before deducting expenses, do not exceed £4,250.  You can claim for the relief not to apply for a particular year. 

If your rent exceeds £4,250 you can choose to pay the tax either on the excess over £4,250 or on the rent less the expenses under the usual letting rules.
