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I’m about to complete on a new build flat in 
Cardiff Bay and intend to rent it out.  What are 
my tax obligations?

   uestion

If you rent out a property then you need to tell 
HMRC and complete rental accounts each year. 
In most cases you will have to register for self 
assessment and complete a tax return every 
year.  You will need to keep a log and records of 
all income and expenses relating to the property 
and if you make a profit you have to pay tax on 
this at up to 60% depending on your other 
income.  

It’s a common misconception that if you make a 
loss you don’t have to complete a tax return. 
However be warned if you don’t register and 
complete a tax return when you should have 
then HMRC can fine you £100 or more plus 
further penalties and interest.  What’s more 
people commonly make losses early on and 
make profits later.  These losses are very 
valuable as they can reduce your tax payable in 
future years.   If you don’t claim those losses 
with HMRC then you can lose them and lose the 
tax relief.

If you own a property jointly with a spouse then 
you both have to tell HMRC and by default they 
split the income 50 / 50.  There can be 
significant tax savings by completing a 
declaration of trust which has the effect of 
reallocating the income in any split you wish.  
Where one of you earns less than the other this 
can be a very powerful tax saving move.   With 
any investment in property it’s always worth 
seeking professional advice up front from an 
accountant as this can save you tens of 
thousands of pounds over the time you own the 
property.

nswer

I’ve just bought 3 bed house in Heath that 
I’m going to rent out to medical students.  
What costs can I claim tax relief for?
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You can claim a surprising amount of costs that 
relate to the running of your ‘property rental 
business’.  The main ones being mortgage 
interest, service charges, estate agents fees and 
decorating the property.  You can also 
potentially reclaim the costs of safety 
certificates, legal and accountancy fees and an 
allowance for motor expenses and phone calls. 

With furnished properties you have the choice of 
using ‘renewals basis’ or claiming ‘wear and tear 
allowance’ for tax relief purposes. The renewals 
basis means you claim the full cost of furnishing 
the property when you renew or replace existing 
furniture.  The wear and tear allowance means 
you claim 10% of the rent as a cost each year.  
Normally the wear and tear allowance works out 
better as you get tax relief sooner and you don’t 
need to keep receipts.  All of these costs are 
offset against your rental income in the year as 
revenue costs. 

Larger scale expenditure on improving the 
property and adding value, e.g. upgrading the 
kitchen or converting the loft, are normally 
treated as capital expenditure which means you 
only claim tax relief when you sell the property.  
However there are a number of expenses which 
can be classified as either capital or revenue 
expenditure.  There can be big tax benefits of 
claiming costs as revenue instead of capital so it 
is important to take professional advice to 
ensure you pay the least amount of tax possible.
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With our Resident Specialist
property accountant Phil Walters ACA
of Norton Accountancy

SPECIAL OFFER £195 + VAT

Rental Accounts

Tax Return

Full Tax Review
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Call for a FREE quote on:

029 20567 366

www.nortonaccountancy.co.uk
39 Cardiff Road, Llandaff, CF5 2DP
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