147 Landlords

Tax Questions
An@\M@ ed

Arthur Weller

Propertylax

PORTAL

www.property-tax-portal.co.uk




Pl’ll[]ﬂ JTax

PORTAL www.property-tax-portal.co.uk

Publisher Details
This guide is published by Tax Portal Ltd. 28 Knightsbridge Court, Warrington, WA1 1TA

147 Landlords Tax Questions Answered’ — First published in June 2009, updated July
2010, May 2011.

Copyright

The right of Arthur Weller and Tax Portal Ltd to be identified as the authors of this guide
has been asserted in accordance with the Copyright, Designs and Patents Act 1988,
England.

© 2009-2011 Arthur Weller and Tax Portal Ltd

All rights reserved

All rights reserved. No part of this guide may be reproduced or transmitted in any form or
by any means, electronically or mechanically, including photocopying, recording or any
information storage or retrieval system, without prior permission in writing from the
publisher.

Permission is granted to print a single hardcopy version of this guide for your personal
use only.

Trademarks

Property Tax Portal, Tax Portal Ltd and other Tax Portal Ltd services/ products
referenced in this guide are registered trademarks or trademarks of Tax Portal Ltd in the
UK and/or other countries.

Disclaimer

This guide is produced for General guidance only, and professional advice should be
sought before any decision is made. Individual circumstances can vary and therefore no
responsibility can be accepted by the author, Arthur Weller, or the publisher Tax Portal
Ltd, for any action taken, or any decision made to refrain from action, by any readers of
this guide.

Tax rules and legislation are constantly changing and therefore the information printed in
this guide is correct at the time of printing — May 2011.

Neither the author nor Tax Portal Ltd offer financial, legal or investment advice. If you
require such advice then, we urge you to seek the opinion of an appropriate professional
in the relevant field. We care about your success and therefore encourage you to take
appropriate advice before you put any of your financial or other resources at risk. Don’t
forget, investment values can decrease as well as increase.

To the fullest extent permitted by law, Arthur Weller and Tax Portal Ltd do not accept
liability for any direct, indirect, special, consequential or other losses or damages of
whatsoever kind arising from using this guide.

The guide itself is provided 'as is' without express or implied warranty.

Arthur Weller and Tax Portal Ltd reserve the right to alter any part of this guide any time
without notice.

Page - 1



Prune

PORTAL

JTax

www.property-tax-portal.co.uk

Contents

ADOUL AU WEIIET ...t 8
1. What Expenses Can | Offset Against Rental IncCOme? ... 9
2. Switch Property With YOUr SPOUSE.......ccooiiiiiiiiiiii e 9
3. Can | Claim Private Letting Relief?..........oo e 10
4.  Any Tax Due For Unemployed Person? ...........cuoiuiiiiiiiiieiiiieeee e 10
5. What Is My Stamp Duty Liability? ..........cooiiiiiiiiii e 10
6.  What Is The Most AMouNt Of TaX? ......coouiiiiiiiiiii e 11
7. Can | Defer Capital GaiNs TaX? .....coiiiiiiiiiiiiiiiee ettt e e e et ae e e e e e e e 11
8. 1 Am A Pensioner; Do | Still Need To Pay Tax? .......coccuieeiiiiiiieiiiiee e eseee e sieee e 11
9. Can | Change My ‘Intention’ To Help Reduce Tax? ........ccoeeiiiiiiiiiiiieee e 12
10. The Most Tax Efficient Way To Take Out A Mortgage ..........ccccvvveeeeeeeeiiiciiiiieeee e 13
11. What Is Rent-A-Room Relief?........c.oooiiiii e 13
12. Can | Offset The Rent | Am Charged?........coouiiiiiiiiiiie e 13
13. What Is My Inheritance Tax Liability? .........cooouiiii e 14
14. Can | Offset Property Losses Against Other INnCOme?...........ccccoviiiiiiii e, 14
15. Is Property Now Classed As ‘BUSINESS INCOME™? .......coouiiiiiiiiiiiiiiiee e 15
16. Is There A Limit To The Amount That Can Be Claimed? .........c.coccoiiiiiiiiie e, 15
17. Can | Offset The Cost Of Buying A VEhICIE? ........cuiiiiiiiiii e 16
18. What CGT Liability For Property That Is Partly PPR? .........oocoiiiiieeee e 16
19. Can Interest Be Claimed As A BUSINESS EXPENSE? ......ooevviiiiiiiiiiiiiieeee e 17
20. Should I Move Into Previously Rented Out Property? .........cccccoveiieeeiiiiiee s 18
21. Can | Offset Money Paid To The Tenant?...........cooiiiiiiiiiiie e 18
22. Can | Select Any Property As My PPR7 ....oommiiiiii e 19
23. What Is My Tax Treatment For A Flat Conversion? ..........ccccooeccieiiiee e 19
24. Should | Contact HMRC MYSEIf? ......cooiiiieie et 20
25. Is There A Tax Efficient Way To Make GiftS?.........ccoiiiiiiiii e, 20

Page - 2



Prune

PORTAL

JTax

www.property-tax-portal.co.uk

26.

27.

28.

20.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44.

45.

46.

47.

48.

49.

50.

51.

52.

53.

54.

Can | Offset ThESE LOSSEST .....vviiiiiiiiiie ittt 21
Is There A Difference When Offsetting Interest? ... 22
Can | Offset The Cost For Extending The Lease? ..........ccccveiiiieiiiie e 22
Can | Give A Family Member A Financial Gift? ... 23
Any Tax If | Keep My Rental Income In Dubai?............ccoooiiiiiiii e, 23
How Do You 'Gift A Property In Stages' 7 ..o 24
How Will A Discretionary Trust Reduce THT? ......cooiiiiiiie e 24
Can | Avoid CGT By MOVING FUNAS? ....cooiiiiiee ettt 25
Is Letting Relief Restricted To Upper Limit Of £40K? .........coooiiiiiiiiiiiee e 25
Can Losses From Property Income Be OffSet?.......ccocvviiiiiiieiiiie e 26
Can | Increase Borrowing To Minimise Or Avoid CGT? .......oooiiciiiiiiiieee e, 26
Do | Pay CGT If | Build Apartments In My Residence? ..........cccoveeveeeiiiicciiieeeeeee e 27
Can | Receive The Income In My Wife’'s Name? .........coooiiiiiiiiie e 27
Can We Save Tax By Buying In Children’s Names?........ccccooivieeiiiiiee e 28
Can | Lease My Commercial Property To My Company? ........ccccoeviieieeiiene e 29
5] g Lo 101 To I B Fa e o] 5 o o] = | (= S 29
Will' I Be Able To Avoid CGT By Helping My Brother? ..., 30
How Can | Transfer To My Children And Avoid CGT? ......ooviiiiiiiiiiiiee e 30
Can My Mother Gift Live RENt-Fre87.......c.uovii i 31
Will | Pay Capital Gains Tax Or INCOME TaX? ....coiviireiiiiieee et e e e sieee e 32
Will Rent-A-Room Relief IMPact ME7 ... 32
Avoiding Tax When Splitting A Property.........coocciiiiiie e 32
Can Interest Incurred In Funding A Development Be Offset? ........ccccccoviviiiiieeieeciees 33
Will This Tax Saving Strategy WOrK? ........oovi i 34
Tax Treatment For New And Replacement Kitchens ............cccccoiiiiiie, 34
Is There CGT Due On A Property Purchased For My Mother? ..o 35
Can | Buy Property For A Child Under The Age Of 187 ......coiiiiiiiiieeeee e 36
Any Tax If | Sell Land That Forms Part Of Garden?...........coocoiiiiiiiiiii e, 36
Can My Client Re-Arrange His Affairs To Offset Interest? ..., 37

Page - 3



Prune

PORTAL

JTax

www.property-tax-portal.co.uk

55.

56.

57.

58.

59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

75.

76.

77.

78.

79.

80.

81.

82.

83.

If | Die Will IHT Be Due Immediately? ..........ooeiviieiiiieeee e 37
What Is Private Letting Relief?...... ..o 38
How Do | Minimise My Children's IHT On A Property? ... 39
Transferring Property To Your Children............cooiiiiiiiiiie e 40
What tax If | Immediately Sell An Inherited Property? ..., 40
When Do | Pay My Tax If | Have Sold A Property? ..........coooeiiiiiiieiieee e 41
Can We Merge Our Portfolio And Split The INCOME?..........cooiiiiiiiiiiiee e 42
Should My Property Company Become VAT Registered? ..........cccccvviieeiiiiieeeiiiieeeenns 42
How Will A Cash Back Offer Affect My Future CGT7?.....ccviviiiiiii e 42
How Do | Handle General Portfolio COStS? ........ccviiiiiiiiiiiiee e 43
Can | Bring My Undeclared Loss FOrward?...........oooooiiiiiiieeiiicciiieeeee e 43
ANy Tax [f | Sl MY HOME? ...ttt e e e 44
| Rent Storage. Can | Offset The COSIS? .....oiiiiiiiiii e 44
Look To Claim Costs As ‘Revenue COoStS’? ........oiiiiiiiiiiieee e 45
I Am Unsure If The Cost Is A Capital CoSt ..........oooiiiiiiii e 45
Can | Claim My Costs For Re-Mortgaging?.........covoiiiiieiiiie e 46
Are These Costs Of A 'Capital' Or 'Revenue’ Nature?...........ccccoeeeveiiiiiiiiiiiiiiieieceeeeeeeen, a7
10% Wear & Tear Allowance Or RENEWAIS? ........c.uuiiiiiiiiiiiiee e 47
Can | Use The 10% Wear And Tear AlIOWaNCE?..........coouiiiiiieiiee et 48
Should | Declare My Rental LOSSES?.......ccicuiiiiiiiiiie et e e snreea e 48
How Can | Avoid INheritanCe TaX? .......coouii i 49
Do | Need To Have RECEIPIS? ...oveiiiiieiie et a e 49
At What Rate Do My Inheritors Pay Inheritance Tax?..........ccccccceeeiiiiiciiiieeee e, 50
The Easiest Way TO AVOId CGT ...ttt a e e 50
Can | Offset Costs If | Have Lived In The Property? ..o 50
Can | Use Remainder Of My CGT AlIOWANCE?........ocueiiiiiiiiee i 51
Using Your CGT Allowance On A New Build...........cccooiiiiiiiii e 51
Re-Mortgaging A Property After Cash Purchase............ccocoiiiiiiiiiiinee e 52
Offsetting The Cost Of A £5,000 Property Seminar. ..........ccccoveiiiiiiiiiiieee e 53

Page - 4



Prune JTax

PORTAL www.property-tax-portal.co.uk

84. How Long In A Property Before | GEt PPR? ... 54
85. Being Eligible For Private Residence Relief ..., 54
86. Declaring A Non 50:50 Property Ownership Split............cooooiiiiiiiiiiiiieeeiieeeee 55
87. Any Stamp Duty If | Swap PropertieS? ........c..ooi i 56
88. Part Residential, Part Business - Can | Claim PPR?..........oouviiiiiieeee e 56
89. Can My Mother Live ReNt-Free?.......oo e 57
90. Selling A House Below Market Value ............coooiiiiiiiiiiiiie e 57
91. Can | Claim Unused CGT FOr Previous Years? ........cccccceeieeeiieeinieee st 58
92. Can | Claim Tax Relief On Drawdown MONEY? .........cc.eiieiiiiiiieiiiiie e 59
93, Can | OffSet The LOSSES ......ciiiuiiiiiiieiiie ettt ettt nneeenans 59
94. Can | Maximise Tax Relief?........oouiiiiiii e 60
95. How is Property Ownership Determined?.............coooiiiiiiiiii e 60
96. Can Service Charges Be Deducted? ..........c..oiiiiiiiiiiiie e 61
L1 I I == 0 ISR 61
98. Can | Use My Annual Tax Free AllOWanCe? ..........cooiiiiiiiiiiiiee e 62
99. What is the CGT AlIOWANCET ........uiiiiiiiiee ittt sbeeee e 62
100. Can | Transfer The Property? ... ..ottt 62
101. The Tax Implications Of Selling Below Market Value? .............coooiiiiiiiiiii e, 63
102. Can | Transfer My CGT AIOWANCET ........eviiiiiiiieeiiiieee ettt e e ettee e s e e e seeee e snsaeeesnnneeeas 63
103. Can | Offset A Loan From My HUSDaNd?............cooiiiiiiiiiiic e 64
104. Can | Transfer My Property?..... ..ottt et e et e e s e e s annneeas 64
105. How Can My Partner RedUCE CGT? ...ttt 65
106. Can My Son Live Rent Free In UK Property?........cooociiiieiee et 65
107. Can Our Property Business Hire My Self-Employed Partner ..........ccccccoovciiiiiieecieenes 66
108. Can We Agree This Settlement? ........co e 66
109. Is My Building Of A House Classed As A Property Trade? .........coccoeiiiiiiiiniieee e, 67
110. Will My Rental Income Affect My Tax CreditS?.........oovi i 67
111. Non-Refundable Fees — How Will | Be Taxed? .........ccoouiiiiiiiiiiiiii e 68
112. Can My Brother Discount His Share Of Property? ... 68

Page - 5



Prune JTax

PORTAL www.property-tax-portal.co.uk

113. Starting Out AS A Landlord? ..........uiiiieiie et e e e e e e e e e e e 69
114. Can | Claim Mortgage Relief?... ... e s 70
115. Are We Liable To Tax On Interest Free Loans? .........coocuiiiiiiiiiiiiieiee e 71
116. Do | Have To Pay Tax On My UK Property? ..o 71
117. Can | Offset The RepaymeEntS? ........coo i 71
118. How Much CGT WIll | HAVE TO Pay?.......ooeiiiiiiiiiee e 72
119. Can | Pay A Family Member To Manage My Property? .........cccccooieiiiiieeiiniiee e 73
120. What Is The Tax Date FOr CGT PUIPOSES?.......oiiii it 73
121, Can We OffSet QU COSE? ...ttt bbb 73
122. Will | Still Be Liable To Capital Gain TaX? ........cooiiiiiiiiiiiiiieee e 74
123. Can Mortgage Interest Be OffSEt? ......ooooiiiiiiiiiiie e 75
124. How Can | Avoid Paying CGT 2. ...ttt e e e e e e e e s rae e e e e e e e e 76
125. Will | Still Be Liable To Capital Gain TaX? ....ccuuiiiiiie e 77
126. 1S ThisS A GOOA IABA...7 ...t s s e e e e e e enneeas 77
127. Can | Deduct Capital Expenses From ProfitS? ..., 78
128. Can | Claim VAT on Purchased Property? ... 79
129. Can | Add My Mother To My Mortgage To Reduce TaX........ccceveiiieiiiiiiiienniiiee e 80
130. Can | Offset Interest from Our Re-Mortgage? ...........cooiiiiiiiiiiiiiiee e 81
131. How Do | Work Out Capital Gains TaxX (CGT)7? ...ccuveeeeiiiiee e eeeeee e 81
132. When Do | Pay Capital Gains TaX (CGT)? .....uiiiiiiiiie et 82
133. Should | Buy in Sole or JOINt NaME? ........oooiiiiiiiiiiie e 82
134. Can | Pay Myself for the Time Spent on Managing My Property Business?.................. 83
135. Will | Be Liable for Capital Gains Tax (CGT) on the Income from Let Property? ........... 84
136. Will | Just Pay CGT on Market Value If | Sell an Inherited Property?..........cccccceveeeiinnns 84
137. Can We Gift Our Buy-to-Let (BTL) Property to Our Children? .........cccoocoieiiiiiieeineen, 85
138. What Can | Offset AQainst INCOME? ..........coouiiiiiiii it 85
139. Will | Pay CGT on My UK Property? .......ooueeoeeiee e eie e e seeseee e eeeeseeeseee e eneeeneee e 86
140. Should | Gift Or USE @ LEASET ...t 86
141. How Can We Avoid Capital Gains (CGT)? ....uuiiiiiiiiieiieie e 87

Page - 6



Prune JTax

PORTAL www.property-tax-portal.co.uk

142. Should | Pay Cash Or Get a Mortgage to Purchase Buy to Let Property?..................... 88
143. Are These Legitimate EXPENSEST .....ooo i 88

144. How Do | Go About Submitting a Tax Return Without the Help of an Accountant?....... 89

145. How Long Should | Live in a Property for it to Become My Main Residence? ............... 89
146. Do People 80 Plus Have to Pay Council TaX? .........coooiiiiiiiiiiiiieiieee e 90
147. Can My Brother ‘Gift Me a Share of a Property in His Name? ..., 90

Page -7



