2 PASC

Cangen Cymru 34§ Wales Branch

PASC UK WALES NEWSLETTER
30t March 2023

Today’s update includes:

e Next PASC UK Wales Members meeting — 11:00am, 12th April 2023

e Tourism Tax Questions for Rebecca Evans MS, Minister for Finance — Today!

e Sam Rowlands, Chair of the Tourism Cross Party Group — Plenary Question

e Welsh Local Authority Council Tax Premium Rates from Tomorrow onwards

e Amended FAQs 182 Day Threshold and some frequently Un-answered Questions.

e Reminder: CHANGES TO FURNISHED HOLIDAY LET TAXATION: IMPLICATIONS FOR HOLIDAY
LET OWNERS Event - TUESDAY, 18th April 2023 - 11am to 12 noon (virtually via ZOOM)

e Please provide us with any comments on this new Consultation on the Regulatory Reform
(Fire Safety) Order 2005 — Commencement of section 156 of the UK Building Safety Act 2022
in Wales

e Certificate of Lawful Development (or Lawful Development Certificates)

e Implementation of 70 Day Rule for 2020/21 we continue to seek clarification

Next PASC UK Wales Members meeting — 11:00am, 12" April 2023

This is a PASC UK Wales Members only meeting. It will be recorded and placed in the PASC UK
Members area of the website. We will be covering the recent meetings with Welsh Government
meetings and official, covering both 182 days and the Tourism Tax.

Problems registering for the PASC UK Wales Members meeting on 12 April at 1100 - The Bitly Link
used in the General Newsletter of 28 March has failed, and all 30 of you that tried to register that
way, have not had their registrations come through. Our apologies. Could you please re-register
using this link?

https://us06web.zoom.us/meeting/register/tZMIcOqqqj4jHdLH-IQppW70pLByWrNgtj6r

Many thanks and apologies for the inconvenience, we have no idea why this particular link failed.

After registering, you will receive a confirmation email containing information about joining the
meeting.

Tourism Levy Self-Catering Specific Questions for Rebecca Evans MS, Minister for
Finance meeting — 30" March 2023


https://us06web.zoom.us/meeting/register/tZMlcOqqqj4jHdLH-lQppW7OpLByWrNgtj6r

Alistair Handyside (Chair) and Adrian Greason-Walker (Wales Policy Director) will today (30/03/23)
be meeting with Rebecca Evans MS (Minister for Finance and Local Government). The Minister will
be presenting the Welsh Government’s report on the recent consultation on a proposed new
tourism levy which closed on the 17t December 2022. Adrian Greason-Walker are also having a pre-
meet with colleagues from the four Regional Partnerships and the Wales Tourism Alliance Chair to
discuss the potential outcomes. That is if any can be expected this Thursday on proposals for a
Tourism Levy aka a bed tax?

Of particular concern to us is that preliminary research indicates that the proposals for the threshold
changes to distinguish between self-catering lets liable to NDR of council tax will not be achievable
for a sizeable majority of businesses. We are of course very concerned that a number of businesses
will close where the new premium pushes some businesses beyond economic viability, particularly
those who will now have to pay a premium rate.

This in turn will of course substantially reduce the number of businesses who can be required to
implement a tourism tax. What will be the knock-on effect of this be to those left to pay a Tourism
Levy?

As per our recent response to the proposals for a ‘licensing’ scheme we have been supportive of a
statutory ‘registration’ scheme in order to help protect quality and distinguish between well-
regulated businesses and casual lets, and to help councils take enforcement action against non-
compliance. We believe the willingness to register could be impacted if a registration scheme is
merely seen as a way to identify businesses who must charge tourism tax, rather than the purposes
which made it a popular idea with the industry. Therefore, how much of the tax take will be spent,
instead, on failure to register instead of action against casual unregulated lets?

The combination of tourism tax and the threshold proposals threaten the existence of the
professional bona fide self-catering businesses, not the second home owner who offers casual lets
whenever it suits them.

However, despite ours and colleagues in the industry’s best efforts, given the Welsh Government’s
form over the last eighteen months, particularly with regard to the 182 Day threshold we are now
expecting a ‘fait accompli’. A warning sign of this has been a recent email that seems to state that
‘the decision to progress with the levy and what shape it will be will have already been agreed by
(30/03/23). The purpose of the session is to inform .... and there will be no opportunity to influence
it further’.

Once we have had our meeting, we will update Members as to our response to any ‘fresh’
announcements.

Sam Rowlands, Chair of the Tourism Cross Party Group — Plenary Question

Sam Rowlands (Welsh Conservative Party, North Wales) has asked for a formal response as to
whether the partnership agreement with Plaid Cymru has altered the Welsh Government’s
commitment to predetermining the position on the ring-fencing of the proposed tourism levy?

The Minister (Rebecca Evans MS) gave a fairly evasive answer stating ‘proposals to enable Local
Authorities to introduce a discretionary visitor levy are being developed in collaboration with Plaid
Cymru as part of the Co-operation Agreement. Our Programme for Government commitment is to,
‘Introduce legislation permitting local authorities to raise a tourism levy’.



Welsh Local Authority Council Tax Premium Rates — 1°* April 2023

To date (28/03/2023) we have received the following information as to the percentage of Premium
Rate Tax that will be applied by Welsh local authorities from the 15t April 2023. (We have still not
been able to clarify Torfaen and Caerphilly’s premium rate).

Therefore, these are the percentages which will be additional to the standard rate of tax you will
have to pay if you do not have specific planning permission for holiday use and do not meet the new
letting and availability thresholds. For example, in Anglesey, if you do not have the relevant planning
permission and fail to meet the new thresholds you will pay 75% on top of the normal rate. That is
your normal rate 100%, plus 75% on top. (If you do have the relevant permission then the premium
should not apply):

Anglesey 75% (from 100% 2024)
Bridgend 100% (from 15t April 2024)
Cardiff 100%

Carmarthenshire 50% (proposed 100% April 2025).
Ceredigion 25%

Conwy 50% (100% from 1°t April 2024)
Denbighshire 50%

Flintshire 100%

Gwynedd 150%

Merthyr Tydfil 100%

Neath & Port Talbot 100%

Flintshire remaining at 50%

Pembrokeshire 100%

Powys up from 75%.

Rhondda, Cynon, Taff 100%

Swansea 100%

Monmouthshire 100% (from 15t April 2024)
Vale of Glamorgan 100% (from 1°t April 2024)
Wrexham 50%

If you receive an invoice with a rate that is different from the rates given below, please let us know
asap so that we can update above.



Amended FAQs 182 Day Threshold and some frequently Un-answered Questions!

We, as all avid follows of our newsletter will be aware, have been compiling as comprehensive list of
FAQs with regard to the practical application of the re-classification of Furnished Holiday Lets, but to
the best of our knowledge. This all as a result of the passing into law of the draconian ‘Non-Domestic
Rating (Definition of Domestic Property) (Wales) Order 2022’.

We have (14/03/23) formally written to the Welsh Government with the following requesting that
they publish their own revised set of FAQs as soon as possible, this time we have added in some
guestions which we simply cannot answer at the moment. If you have any others you would like to
add then please do send them to me (adriangwalker@gmail.com):

Frequently Unanswered FAQs — we are directing these to the appropriate Governmental
Departments

UAQ 1: NDBR/Council Tax Hereditament Asset Valuation: If a property reverts to Council Tax having
not achieved the 182 Day threshold the asset valuation for NDBR will not be appropriate.

The asset valuation for an NDBR is based on property rentals, the asset valuation for CT is based on
Capital Value. If the VOA/ Billing Authority uses the NDBR rating these are usually much higher, as
they are generating income and this is reflected as such. For Example would be a one bedroomed
lodge @ £900 per m2 for NDBR is £2600, whereas a nearby four bed house is £21507?

UAQ 2: If a Local Authority has not declared its new Premium Rate of Taxation for a self-catering
property that does not meet the (182 Days let / 252 Annual availability) thresholds as specified in the
new council tax (exceptions to higher amounts) (Wales) (amendment) Regulations 2023 can this be
applied retrospectively if they announce the rate post 01/04/2023?

UAQ 3: Has the VOA documented how to get back onto Business Rates if a self-catering property
misses the 182 days? Whilst we have an answer for this question, it is still quite ambiguous in its
response, so again we continue to seek clarity. VOA response — ‘Once the property has failed to meet
the 182/252-day test, the VOA do not start the clock afresh after that day. The VOA can continue to
look back into the previous year at any lettings that have taken place, or any availability the property
has had. For example, if a property fails on 15t March 2024 but it has a successful period after that,
by the time you get to May for example, if the previous year is reviewed and it shows that the 182-
day criteria has been met and it has been available for 252 days, then the VOA can consider to bring
it back into NDR from the date when that criterion was met’.

Okay so these are the responses to FAQs that are relatively straight forward:

1: If a ratepayer does not achieve the 182 days let and therefore has to pay Council Tax, will they
receive a rebate if they then achieve the criteria for Business Rates?


mailto:adriangwalker@gmail.com

Welsh Government response — ‘When the property is reassessed and reclassified as NDR there will
be an effective date associated with that. The Billing Authority will be notified of that effective date
and any Council Tax that has been paid since that effective date would expect to be refunded, and
the property would be liable for NDR from that date onwards.

2. At what point does a Unit’s letting levels leave it open to CT because it might be termed empty? Is
there an established threshold for that?

VOA response — ‘The property would either be in CT or NDR. The default setting is CT, so it would
come under CT unless it meets the criteria that qualifies it for NDR’.

3: On what date does the measurement of the 182-day threshold begin? This relates to the
unanswered Question 3 above.

Properties will be measured on this from April 2022 — March 2023. Therefore, we constantly say
that the number one action has been to try to achieve 182 days in that period. We understand that
not all can or will. Rebecca Evans has repeatedly told us that the Welsh Government made their
intention to do this clear from the launch of the 182-day Consultation, so we need to heed it and if
necessary, change business models.

It may be that the VOA does not have enough resources to access all businesses in Wales in April
next year, and that the process may take some time, some even suggest two years, but our
understanding, unless shown in writing, is that Wales Self-catering needs to achieve 182 days by
end of March 2023 in order to avoid reverting to Council Tax with all that entails. There will be no
exemptions from basic Council Tax if you do not hit 182 days, only to the Premium if you have the
relevant planning permission as discussed in the Minister’s statement (28/02/23).

4: What counts as serviced accommodation? If we start serving breakfast, does that make it
serviced rather than SC?

Just serving breakfast will not make you exempt from having to achieve 182-Days. If you change your
self-catering business to a bed and breakfast or a hotel model, then it would appear to. However,
this has all kinds of ramifications. You cannot just reclassify yourself.

There are planning considerations, you would also need to get your business changed by the VOA
so that you were no longer a self-catering category business, you would need to substantially
change your website, to show you are no longer self-catering. We do not believe that for example,
offering an optional breakfast package, will help at all. Lastly. You would need to check with your
insurance. When we looked at this in the pandemic, insurance companies told us that insurance for
serviced accommodation was considerably higher than for self-catering.

5: If all SC companies became Limited would that give them business rates?
The 182 threshold is not affected in any way by what kind of business you are. The only way to get

Business Rates status will be to achieve 182 days.

6: If SC holiday lets had a competition each year for a 2-week accommodation prize could those 2
weeks be counted as occupancy?



The answer is no. We have not even asked for competition prizes to be included in the exemptions
list and think it is highly unlikely that it would be granted. We have asked for an exemption for
weeks that are offered as charitable donations to qualify in the 182 days count and that has not
been granted.

7.How will the VOA determine a Commercial Rate?

The answer is ‘it depends’. If you sell weeks at £50 where the usual amount at that time of year is
£500 it’s obviously not going to work. We have seen just how inflexible the VOA are, they have
delisted businesses that achieved 69 days in lockdown, so do not expect sympathy or even a
modicum of fair play. That is not to say that you cannot do special offers at a reduced price, but
taking them at what is obviously below cost may not be deemed commercial rates. There is a
danger that you could end up being seen to be taking tax avoidance measures which can involve
hefty fines or worse!

Reminder: CHANGES TO FURNISHED HOLIDAY LET TAXATION: IMPLICATIONS FOR
HOLIDAY LET OWNERS Event - TUESDAY, 18th April 2023 - 11am to 12 noon (virtually
via ZOOM)

Free of Charge event for Professional Association of Self-Caterers (PASC UK) Members.

In November 2022, The UK Government's Office of Tax Simplification (OTS) published a paper that
proposes making substantial changes to the tax affairs of many that operate in the self-catering
sector. This includes proposing abolishing the FHL (Furnished Holiday Lets) tax classification, whilst
making better recognition of larger businesses, including the possibility of Inheritance Tax Relief.

The ASSC (Association of Scotland’s Self-Caterers) and PASC UK (Professional Association of Self-
Caterers UK) collaborated to commission a report from leading tax advisors to the self-catering
sector Francis Clark. This report has now been published and is available to both ASSC and PASC UK
Members on the organisation’s respective websites.

We look forward to introducing John Endacott, Tax Partner at PKF Francis Clark, and author of
taxation books on the FHL sector who will introduce the paper along with the key implications and
options for owners.

To register: https://www.eventbrite.co.uk/e/changes-to-fhi-furnished-holiday-lets-taxation-tickets-
570983205137

Please provide us with any comments on this new Consultation on the Regulatory
Reform (Fire Safety) Order 2005 - Commencement of section 156 of the UK Building
Safety Act 2022 in Wales

The Welsh Government are proposing making a number of changes with regard to fire safety on the
Regulatory Reform (Fire Safety) Order 2005. It appears that it will apply to all non-domestic premises
to which a FSO applies, ‘from workplace premises and public buildings to guest houses, mobile
homes (where they are rented out as holiday accommodation) and short-term temporary rentals via
services like Airbnb’. PASC UK will review whether we will be responding.


https://www.eventbrite.co.uk/e/changes-to-fhl-furnished-holiday-lets-taxation-tickets-570983205137
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The Consultation Documents can be found here: https://www.gov.wales/commencement-section-
156-uk-building-safety-act-2022-wales-
html#:~:text=Section%20156%200f%20the%20Building,fire%20safety%20information%20to%20resi
dents

Repeat: Certificates of Lawful Development (or Lawful Development Certificates)

Following last week’s newsletter and the disappointing news that the Welsh Government will not be
adding any of the suggested exemptions (https://www.gov.wales/written-statement-council-tax-
premiums-guidance-local-authorities-and-regulations-extend-exceptions) bar unless you have
planning permission for ‘holiday use’ several members have contacted us about applying for
Certificates of lawful development. If you do not have relevant planning permission then a
Certificate may help you avoid the new premium rate of council tax in the likely event you do not
reach 182 days let. We are though still awaiting guidance from the Welsh Government as to how
they will administer and manage the re-classification of FHLs.

Firstly, please remember that any property which constitutes a Furnished Holiday Let (FHL) which
does not reach 182 let (252 open) will still have to pay the standard rate of council tax, even if the
proprietors have planning permission for it to be a holiday let. An LDC will make no difference to you
having to pay the standard rate.

Planning permission is required for 'development'. The definition of development is a material
change of use of land or buildings, even if there are no physical alterations to the land or

building. The perhaps somewhat obvious thing to do, is to actually check you do not have the
relevant planning permission first. If you do this this may not apply to you. A Certificate can be a way
to gain retrospective permission. You apply for a Certificate of Lawfulness (there are usually fees) to
your local authority retrospectively to bring the property into line with local council regulations.

Current planning policy will require applicants to prove that the property has constantly been in the
same use throughout the past four-year period. In planning terms, it will then mean a property is
then “immune from enforcement”. There are moves on a UK level to amend this period from 4 to 10
years in the Levelling Up and Regeneration Bill (introduced into Parliament in May 2022) — and which
currently (as of September 2022) is under Committee debate in the House of Commons. It is highly
likely that this will then transition into Welsh planning law.

We are not planners, so this information is given to the best of our knowledge. After reviewing the
above, if you still deem it appropriate then | suggest you re-contact your planning department.

Repeat: Implementation of 70 Day Rule for 2020/21: PASC UK continues to seek
clarification

This is still on-going; we are continuing to push Local Authorities to drop their demands. Thanks to
those of you who responded to our appeal for letters as evidence to further challenge Welsh Local
Authorities (Billing Authorities) from unfairly sending demands for Council Tax to those who could
not achieve 70 days during Covid lockdowns. We could always do with more of course, but following
some telephone conversations it is clear that there are those who do not want. However, if you are
one of those who currently does not want to submit evidence and you change your mind, please
drop us an email. adriangwalker@gmail.com
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Best regards,

Adrian Greason-Walker
The Professional Association of Self-Caterers UK — Wales Branch

www.pascuk.co.uk

adriangwalker@gmail.com
07749 785147
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DISCLAIMER

We are in unchartered territory here, and any suggestions that we make are merely that you should
carefully consider your own business policies, and if necessary, consult with your Professional
Advisors. PASC is your lobbying Association, not a legal service. Information is provided on a ‘to the
best of our knowledge basis’.

In addition, please be very wary of some of the advice given on internet communities, blogs and
social media. There appear to be many of experts out there where our understanding is that there
are very few. To that end, any information you get from any source should be double checked. We
will always try and put the actual link to the information in the newsletters so that you can read and
assess yourselves.


http://www.pascuk.co.uk/
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