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In 2025/26 Theresa received various income from property she owned. Details of the income and corresponding expenses were:
(i) Rent from letting out a room in her house for £3,000. 
(ii) Rent from a furnished flat. The flat had been let on a lease which expired on 5 July 2025 at an annual rent of £5,000. The property was re-let from 6 July 2025 on a seven-year lease at an annual rent of £8,000. In addition, the incoming tenant was required to pay a premium of £3,000.
Expenditures in the year ended 5 April 2026 were:
a) An annual insurance premium of £450 was paid for the flat on 1 May 2025 (£400 was paid on 1 May 2024).
b) Water rates and council tax £1,200.
c) Sundry repairs £350.
The rent on both leases was paid in advance on the usual quarter days, 25 March, 24 June, 29 September and 25 December.
(iii) Rent from a holiday cottage. The rent received was £4,200 and the following expenditure was incurred:
		£
Insurance 	500
Water rates and council tax 	900
Sundry repairs and decorating 	400
Cleaning 	240
Accountancy 	100
Advertising 	400
New furniture and fittings (on a renewals basis),
 adjusted for private use 	500
	3,040
	Theresa stayed in the cottage for the whole of August but it was available for letting the remainder of the year.
Required:	
Calculate Theresa’s property income for the year 2025/26 assuming any necessary election is made. Calculations may be made to the nearest month. 	
Solution
			£
(i) The income is within the rent-a-room scheme allowable amounts	 	- 
        so is tax free
		£	£
(ii)	Rent receivable (Note 1)		7,250
	Premium on lease (Note 2)		2,640
			9,890
	Insurance (Note 3)	445
	Water rates and council tax	1,200
	Repairs	350	(1,995)
				7,895
Notes:
1.	3/12 x 5,000	1,250
	9/12 x 8,000	6,000
		7,250

2. 	Premium	3,000
	(7-1) x 2%	(360)
		2,640

3.	1/12 x 400	33
	11/12 x 450	412
		445


(iii)
		£	£
	Rent		4,200
	Expenses partly allowable:
	  Insurance	500
	  Water rates and council tax	900
	  Sundry repairs and decorating	400
	  Cleaning	240
		2,040
	  Private use (1/12)	(170)	(1,870)

	  Accountancy	100
	  Advertising	400
	  New furniture and fittings 	500	(1,000)
				1,330

Total property income (7,895 + 1,330)			9,225
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