
McLintocks’ specialist team of property accountants 
are experienced in providing practical, inspiring 
advice to buy to let property owners.

Entering into the buy to let property market requires specialist financial 

knowledge to ensure you receive an income and that your tax liabilities are 

minimised. At McLintocks, our team will provide professional advice to help 

maximise the return on your investment.

Call us now on 0845 680 7800 to discuss how we can help you.

services for 
buy to let property owners



hm revenue & customs
HM Revenue & Customs treats income from 
most letting properties as investment income. 

This means that such properties are not • 
treated as ‘business assets’ and are 
disqualified from the entrepreneurs relief for 
Capital Gains Tax purposes.

An exception applies to furnished holiday • 
lettings where currently separate rules apply 
upto 5 April 2010.

There are also separate rules if you let out • 
rooms in your own home.

so what can I claIm for?
The following allowances can be claimed for a 
standard let of a furnished property:

The major revenue expenses of loan interest, • 
insurance and agent’s fees are allowable 
against tax.

Repairs are also allowable as long as they do • 
not relate to the improvement of the capital 
element of the investment.

The initial refurbishment of a property prior to • 
the first let is not allowable.

The wear and tear of furniture and fittings can • 
be relieved in one of two ways:

You can opt to claim the replacement cost  –
of an asset after it has worn out.
The alternative is to elect to claim a wear  –
and tear allowance of 10% of net rents.

 (*Net rent is the rent received, minus 
charges and services paid by the landlord 
(Council Tax, Water Rates...)

tax on rental Income
Your rental income will be liable to tax once the 
allowable expenses have been deducted. The 
tax payable will be at your highest personal 
rate. So if you already pay tax at 40%, your 
rental income will also be taxed at 40%. If you 
or your spouse pays tax at a lower rate it may 
be worth considering transferring the ownership 
to the person with the lower taxable income.

If you pay tax under the PAYE scheme you may 
not currently complete an annual tax return. 
With buy to let income, you may now need to 
complete such a return.

Some of the expenses you can deduct from 
your rental income include:

• House insurance
• Water, electricity and gas charges
• Letting agent’s fees
• Council tax
• Service charges/ground rent
• Repairs
• Gardening fees
• Mortgage interest (but not capital repayments)
• Advertising 

If you provide furnishings you can claim a 
wear and tear allowance which is 10% of the 
net rents received in a tax year. Alternatively 
you can claim the cost of replacing the items. 
Generally it is considered better to claim the 
10% allowance every year.

If at the end of the tax year your allowable 
expenses are more than the rental income you 
have received you can carry the loss forward 
and set it against future profits on the letting.

makIng Improvements to the 
property
If you make improvements to the property the 
cost is not deductible against tax, however, 
repairs are. So, for example, painting and 
decorating is allowable against income - 
but building an extension is not. Although 
improvements are not deductible for income tax 
purposes, they are for capital gains purposes if 
you sell the property.

overview



InvestIng wIth frIends
If investing with friends it is generally best to 
buy a property as tenants in common. In this 
way should you die your share of the property 
passes to your estate. If you buy as joint 
tenants it will pass to the other purchaser 
on your death – which may not be what you 
want to happen. Keeping an up to date Will 
is also very important when you have assets 
that will be divided.

holIday lets
There are special rules for furnished holiday 
lets upto 5 April 2010. 

sellIng a buy to let at a profIt
For married couples, putting the property 
into joint names before it is sold will allow you 
to both claim Capital Gains Tax exemptions 
which is offset against the overall capital gain 
you have made.

If you sell at a profit you may be liable for 
Capital Gains Tax. This will be based on the 
profit you make minus the cost of buying the 
property and any capital expense you made 
to improve it. You can also deduct reliefs 
which might include indexation, taper, main 
residence or lettings relief. The gain is then 
taxed at either 20% or 40%. You can also 
offset professional costs of acquisition and 
disposal from any gain.

what If I am not a uk resIdent?
Even if you are not a UK resident you are 
liable to tax on rental income earned in 
the UK. It is treated as normal income for 
income tax purposes. However, if you sell the 
property and make a profit this is normally 
exempt from capital gains tax.

If you are not UK domiciled and buy a 
property it will be regarded as a UK asset 
which could attract inheritance tax on your 
death. You may be able to use an offshore 
company to own the company to avoid UK 
inheritance tax and to keep UK income tax to 
the basic rate (currently 20%).

You will also need to consider the various tax 
implications in the country in which you are 
resident.

for further advIce and help 
contact Jason mclaughlIn 
on 0845 680 7800.
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businEss sTarT ups
From advice on expansion, finance 
and buy-to-let decisions, to successful 
disposal, retirement and investment 
strategies, McLintocks is the business 
associate to trust.

businEss supporT
You can count on McLintocks to provide 
a cost-effective solution to all your basic 
business and accounting requirements.

Tax ComplianCE & planning
Specialists in Income Tax and National 
Insurance, Corporation Tax, Capital Gains 
Tax, Inheritance Tax, VAT and Retirement 
Planning, you can rely on McLintocks for 
the very best advice.

audiTing
With a thorough knowledge of business 
and industry, we can deliver business 
health checks, focus upon how decisions 
are made, and help you to achieve your 
goals.

Company sECrETarial
With a free consultation service, available 
to both individuals and companies, 
McLintocks offer the expert company 
secretarial services that your business 
needs.

What to do now...
Why not contact us to see what 
we can do for you and your 
practice? There is also more 
information available on our 
website at www.mclintocks.net 

our services
How else we can support you


