	Federation of National Self Catering Associations (FoNSA)
The founder Members of the Federation are the:
Wales Association of Self-Catering Operators - WASCO
English Association of Self-Catering Operators - EASCO
Association of Scotland's Self-Caterers - ASSC
and the 
Northern Ireland Self-Catering Holiday Association - NISCHA

	Furnished Holiday Letting (FHL) Rules:
The Budget's small print contained a completely unexpected tax bombshell for self-catering business owners; the abolition of the Furnished Holiday Letting Rules is proposed in a years time.

Not mentioned by the Chancellor in his House of Commons speech was a technical note issued by HM Revenue & Customs called Furnished Holiday Lettings in the European Economic Area. 

In eleven dry pages, a serious blow to the self catering industry is unveiled in this document. Quite wrongly, in the view of FoNSCA members, the document states the letting of property is not a trade and the tax treatment of income from holiday letting can only be treated as trade income for tax purposes because of these FHL Rules.

The reason for the change is that the FHL Rules have since 1983 applied to owners of property in the UK only. The government believes that this may not comply with European law; tax treatment of this income has to be the same wherever in the European Economic Area (EAA) the properly is located. Rather than allow the rules to apply irrespective of the property's location in the EEA (which would have lost revenue to the Exchequer), the government has announced that with effect from 2010 the rules will be abolished. In the meantime of property in all EEA countries can apply the FHL rules. 

So what are these rules? Firstly the rules only apply to commercially let holiday property, available for booking for at least 140 days per year, and at least 70 days per year must be actually let. The current rules say that owners are treated as though their FHL business is a trade for several purposes. 

These purposes are: 

(A) Loss relief: 

Currently losses made in one year may be offset against profits in the following year; 

(B) Capital Allowances: 

Currently you may claim capital allowances on expenditure incurred in providing 'plant and machinery' (read that as beds washing machines. etc). This means that you can deduct a proportion of the cost of those carpets and wardrobes from your taxable profits and reduce your tax bill; 

(C) Pension Relief: 

Income from holiday lets wont be included within an individuals relevant earnings when calculating the maximum relief due for their pension contributions, from 2010; 

(D) Capital Gains Tax Relief: 

When you sell your cottage etc. you can currently enjoy some advantages in respect of CGT. For example roll-over relief applies when you sell one property and later buy another. As always with taxation, the devil is in the detail, and much of the detail of implementation remains unclear. 

There was no consultation at with the industry (or the DCMS and DEFRA) prior to the announcement in the budget documents. FoNSCA is concerned about the damaging financial effect on its members and will be pressing government on the theme of equality for self catering businesses. It believes it is unfair that self-caterers should, from 2010, receive less favourable tax and will be pressing government for the need of a review of its proposals on the theme of equality for self-catering accommodation treatment than hotel owners, or, for that matter, businesses repairing bicycles or making cakes! 

The approach to government is being coordinated by group of interested trade bodies, companies and independents chaired by Bob Cotton (Chairman of England's Tourism Alliance). 

Its first action has been to create a 'Submission to the Rt. Hon. Stephen Timms MP' - Financial Secretary to the Treasury, HM Treasury calling upon the Treasury to undertake a review to fully evaluate the economic impact of repealing the FHL rules so that the consequences of this policy can be fully understood and measures introduced to mitigate against the negative impacts. Considering the impact on tourism, rural areas and regional economies, it is important that input to this review is provided by DCMS and DEFRA, and their colleagues in Scotland and Wales, as well as the Industry. 

To download a copy of this submission click here.

HM Revenue & Customs; Extra-statutory Concessions - Second Technical
Consultation on Draft Legislation Document 15 July 2009 - To view and download a copy of this document click here.

Contents:
Chapter 1: Background and scope; page 4
Chapter 2: The consultation process; page 7
Chapter 3: Text of the ESCs and the draft legislation; page 8
Annex A: The Government’s Consultation Code of Practice; page 45

[B47: Furnished lettings of dwelling houses - wear and tear of furniture
Income Tax / Corporation Tax; page 19]
Subject of this consultation: The draft legislation needed to give legislative effect to a number of HMRC’s extra-statutory concessions (ESCs) following the House of Lords decision in the Wilkinson case.

Scope of this consultation: This is a technical consultation to ensure that the draft legislation successfully preserves the current tax treatment under the ESCs concerned. Most of the legislation is by Treasury Order made under an enabling provision at section 160 of the Finance Act (FA) 2008, while some is made under powers that existed before the 2008 enabling provision was enacted.

Impact Assessment:: The intention is to do no more than put the existing concessionary tax treatment on a statutory basis so it is expected that there will be no, or only a negligible, impact and therefore an Impact Assessment is not required.

Who should read: Businesses and other taxpayers who currently benefit from any of the ESCs concerned and their advisors.

Duration: Wednesday 15 July 2009 to Wednesday to 7 October 2009

Responses and any enquiries to: To: Richard Hopwood, HMRC Central Policy, Room 1/74, 100 Parliament Street, London SW1A 2BQ.

Telephone 020 7147 2424, Fax 020 7147 2375, tap@hmrc.gsi.gov.uk
Additional ways to become involved: Some ESCs may deal with particular circumstances or have relevance to a particular sector. In such instances, where there are known representative bodies for the customers concerned HMRC will contact them regarding this consultation.

After the consultation: Following this consultation HMRC will publish a summary of responses.

Getting to this stage: Following the House of Lords judgment in the Wilkinson case HMRC has been reviewing its ESCs. This is the second consultation on legislation to be made under section 160 FA 2008 (the first consultation was launched on 3 November 2008).

Previous engagement: Explanatory notes on section 160 FA 2008, which provides the vires to enact existing concessions by Treasury order, can be found on the HM Treasury website. The first consultation on ESCs can be found on the HMRC website (http://www.hmrc.gov.uk/consultations/index.htm)



Early Day Motion 1730: FURNISHED HOLIDAY LETTINGS RULES:
"That this House notes that the repeal of Furnished Holiday Lettings rules announced in the Budget will have negative and unintended consequences for providers of holiday lettings; believes that the negative impact of the repeal will lead to a reduction in the supply of self-catering accommodation in particular, resulting in a significant loss of jobs and damage to rural and seaside economies; further notes with concern the lack of any industry consultation on the repeal; and calls upon the Government to conduct a full consultation and review of this policy change as soon as possible to ensure all affected parties have the opportunity to voice their concerns and to promote an understanding of and mitigate against any unintended consequences on tourism, especially in rural and seaside areas."
MP signatures as at 24-Jul (64):
Conservative Party: (8) - Bottomley, Peter; Curry, David; Evans, Nigel; Gummer, John; Stuart, Graham; Swire, Hugo; Walter, Robert; Whittingdale, John.

Democratic Unionist Party: (3) - McCrea, Dr William; Robinson, Iris; Simpson, David.   

Independent: (2) - Spink, Bob; Taylor, Richard.

Labour Party: (24) - Anderson, Janet; Austin, John; Cohen, Harry; Cook, Frank; Cryer, Ann; Cunningham, Jim; Dean, Janet; Drew, David; Hamilton, David; Howells, Kim; Humble, Joan; Illsley, Eric; Jones, Lynne; Marsden, Gordon; McDonnell, John; Naysmith, Doug; Olner, Bill; Osborne, Sandra; Prentice, Gordon; Rooney, Terry; Simpson, Alan; Taylor, David; Vis, Rudi; Williams, Betty.

Liberal Democrats: (22) - Alexander, Danny; Beith, Alan; Breed, Colin; Burt, Lorely; Farron, Timothy; Foster, Don; George, Andrew; Goldsworthy, Julia; Hancock, Mike; Harvey, Nick; Keetch, Paul; Kennedy, Charles; Moore, Michael; Oaten, Mark; Pugh, John; Reid, Alan; Sanders, Adrian; Smith, Robert; Thurso, John; Williams, Mark; Williams, Roger; Willis, Phil. 

Plaid Cymru: (2) - Llwyd, Elfyn; Williams, Hywel. 

Scottish National Party: (2) - MacNeil, Angus; Robertson, Angus; Weir, Mike.

For more information go to: http://is.gd/1emId.

If you would like to receive email updates in regard to this group's activities please send an email to chairman@wasco.org.uk.

	


