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A friend of mine is worried because he rented out his old house when he moved in with his girlfriend.  However he’s never declared the rent to the Revenue.   He’s heard there’s some sort of amnesty allowing him to put matters right.  Have you heard about this?

Your friend is right to be worried.  He is defrauding HM Revenue and Customs [HMRC] of tax and therefore committing a criminal offence.  And these days, you can be pretty sure you’ll be found out.

Earlier this year HMRC announced a crackdown on tax dodgers.  They are targeting people just such as your friend.   A whistle blowing line has been set up, and there are even stories that HMRC has developed a special search engine that trawls through all the “to let” columns in newspapers thus fishing out landlords’ details.  And for a long time they have been able to feed your name into the Land Registry records and come up with a list of all properties with your name on the title.  In these computerised days it doesn’t take much imagination to work out how easy it is for this information to be gathered together.  Your friend can be sure that sooner or later he’ll be found out.

So what should your friend do?  There is an amnesty but it runs out in a week’s time – on 22 June.  Your friend should immediately come clean and declare his rental income.  He may still be charged a late notice penalty of 10%, but the penalties will be a lot stiffer when the amnesty runs out.  They can be up to 100% - and that’s apart from any criminal proceedings if things turn out nasty.

Your friend should remember that there are numerous allowances he can offset against the income, such as any interest on mortgages on the house, insurance premiums, services, and letting agent’s fees.  If the property is furnished he can also claim some cost for depreciation and renewals – it’s a good idea to employ an accountant to get it right and make sure all possible claims are taken up.  But if he fancies having a go himself there is loads of information on the website www.hmrc.go.uk.  And HMRC are very helpful if you contact them for advice.

Ignorance of the law has never been an excuse – and these days, access to information has never been easier.  So your friend can expect little sympathy if he does nothing – especially from all those who stump up and pay their proper taxes.  

