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Introduction  

There has been a lot of confusion in the Furnished Holiday 
Lettings (FHL) sector since the 2009 Budget announced that 
the so called ‘FHL Rules’ were to be: 

o Repealed from April 2010. 

o Extended to qualifying property anywhere within the 
European Economic Area (‘EEA’) until the repeal took 
effect. 

One piece of good news in George Osborne’s first budget was that the 
repeal has been repealed! The FHL rules are being retained in their 
present form (including the extension into the EEA countries) until April 
2011. Thereafter, there are likely to be some adjustments to the 
qualification criteria and to the way in which loss relief is given against 
other income. The Government will publish details of the proposed 
changes in a consultation document during the summer, which will look 
at the following aspects:   
 
o Ensuring the FHL rules apply equally to properties in the EEA. 

 
o Increasing the number of days that qualifying properties have to be 

available for, and actually let as, commercial holiday letting. 
 

o Changing the way in which FHL loss relief is given.  
 

o Following the consultation, draft legislation is expected to be 
published in the autumn. 

 
But what does this really mean for owners of FHL pr operty? 
 
There are a number of valuable tax reliefs available to the owners and 
these will now continue for the foreseeable future; for example, the ability 
to offset trading losses against their other income and capital gains 
relief’s, such as rollover relief and entrepreneurs’ relief.  
 
While most of these tax breaks are widely known by the owners or their 
tax advisers, many owners are oblivious to the opportunity for claiming 
Capital Allowances on the plant and machinery provided within the 
property, in particular the assets that are inherent in the property, such 
as air conditioning, heating and ventilation, aspects of electrical 
installations, fitted kitchens and bathrooms and so on. Given that these 
can account for anything up to 30% of the cost of the building, the value 
of the Capital Allowances should not be underestimated.  
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What are the opportunities? 
 
Retrospective claims; anyone that has bought a holiday home in the past 
and still owns it could potentially claim the Capital Allowances - there is no 
time limit as to how long ago the property was bought. In order to claim the 
allowances, a specialist valuation will need to be prepared by a suitably 
qualified surveyor. 
  
Incentive to purchase 
 
With the Annual Investment Allowance preserved at £100,000 until April 
2012, there is a time limited opportunity to fund a significant part of the 
purchase through tax relief. As an example, on a property purchased for 
£400,000 with ‘inherent plant’ valued at £100,000, the owner would get 
immediate tax relief of £50,000 (at a tax rate of 50%). Additionally there 
would be the option of carrying this back to the previous year - and up to 
three years for a new FHL business. 
 
For further advice concerning any of the issues raised in this briefing, 
please contact Satnam Kainth at satnam.kainth@davislangdon.com, or 
alternatively one of our other contacts shown overleaf. Information on other 
property tax related topics can also be found on our website at 
http://bankingtaxfinance.davislangdon.com. 
 


