[image: image1.emf]



For immediate release

UK Furnished Holiday Lettings: 2010 onwards

From 6 April 2010 there will be dramatic changes to Furnished Holiday Lettings tax rules, which will have a significant impact on holiday homeowners and the future availability of self-catering holiday accommodation.

Ross Elder, managing director of holidaylettings.co.uk, gives a run down of the main changes:

· In the 1980s the ‘Furnished Holiday Lettings’ tax rules were introduced to treat holiday lettings income on UK properties more like trade income rather than property investment income

· This meant that you could claim extra benefits not available to buy to let landlords 

· Last April, the Government was forced to offer the same benefits to British owners of overseas holiday homes as were being offered to British owners of UK properties

· To simplify the process, it decided to treat any income generated from holiday lettings in the same way as buy to let properties – this will come into effect from 6 April 2010 – claiming a need to balance the way income from property is treated

What does this mean?

You can deduct ‘allowable expenses’ from your rental income to get a net profit, just as before. These include:

· Letting agent fees (if applicable)

· Council tax

· Maintenance and repair costs

· Utility bills

· Interest on mortgage payments

· Buildings and contents insurance

· Additional running costs such as cleaning and gardening services

· Advertising fees

You can also deduct a further 10 per cent ‘wear and tear’ allowance, which is based on a percentage of the rent, or a ‘renewals’ allowance, which is the cost of replacing an old item with a new one (minus any sum gained if the old item was sold).

The resultant sum is your taxable profit.

Then what?

· The taxable profit from rental income is added to your overall taxable income

· You can offset any losses made against any profit made from letting another property, but not against your overall income (as you can under the current FHL rules)

· You can also carry forward any losses to offset against lettings’ profits in future years

For those who run a holiday let in addition to their main income and for just a few weeks of the year, the changes will not have a huge impact.  But, for those who run holiday lets as their primary income, the changes will be dramatic:

No more rollover relief – Owners who had built a business as a holiday let but wanted to move to a different location could put off paying thousands in tax until they finally sell the property. This is not possible under the new tax changes, most likely forcing them to end their self-catering business.

No more pension relief – Owners who run a holiday let as their primary source of income could pay into a pension up to the amount they earn as you can with a standard salary. This is not possible under the new tax changes.

No more offsetting of losses against principal income – Owners who planned to set up a holiday let, but expected to make a loss in the first year or two, could ‘offset losses’ against other income. This is not possible under the new tax changes.
Ross Elder, managing director of holidaylettings.co.uk, says: 

‘If you rent out a holiday home as your main source of income, the new rules could present significant financial difficulties. At holidaylettings.co.uk we are backing the solution put forward by The Tourism Alliance - to change the old eligibility criteria* to identify better those who earn a living from their property and still let them benefit from the old tax rules. This would not apply to the occasional landlord or investor. 

‘This would be a positive change but it’s also worth noting that even the owners who let out their properties for 10 weeks have an impact on British tourism. By making their homes available in the peak seasons they increase capacity and therefore help keep rental prices down in the peak summer holidays. The increase in accommodation on offer gives more choice to the holidaymaker and lower prices mean self-catering holidays are accessible to a wider audience. This is a significant number considering we saw an increase in demand for UK self-catering accommodation rise by 88 per cent last year alone.’ 

* Current FHL eligibility criteria: home must be available to let for 140 days per year; let for at least 70 days per year and not let to the same person for more than 31 days.

-ends-

Ross Elder is available for interview to discuss the tax changes.

For more information, statistics or to arrange an interview please contact:

Beth Carroll 

Senior Account Manager

Ash Communications

T: + 44 (0) 20 7925 1714

E: beth@ashcommunications.com   

Twitter: @Beth_Carroll
About holidaylettings.co.uk

Search 37,000+ privately owned holiday homes in 114 countries around the world. Choose from spacious villas, resort apartments, sprawling gites and farmhouses, cosy romantic retreats, cottages, barn and chapel conversions, city breaks, rural getaways or beach breaks - there’s a home for every group size and budget. 

There are holiday homes to choose from at home in the UK; take a short haul hop to Spain, Portugal, France or Cyprus, or head further afield to the US, South Africa, Australia and Thailand. Renting a holiday home is frequently up to 50 per cent cheaper than booking a mono hotel room – what are you waiting for...
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