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COMMENTARY

This week we are back onto EPC consultations, but this is EPC ‘mark 2’ which is due on 2 May. We
are very concerned about the affect if these are brought in, so it is really important that you get
behind this. The charm of holiday lets in general is their quirkiness and their charm, many are
heritage conversions or listed buildings and that means that more often they are not the most
energy efficient.

The EPC piece below is long, but it is important. It is followed by a detailed piece from Zeal on
how energy efficient improvements can be handled from a tax perspective.

For a welcome break from EPCs, Alistair and Nicky had a very productive day in Cardiff this week.
With 9 very constructive meetings, we discussed the challenges facing the sector and pragmatic
ways to approach these. We met with MSes from all areas of Wales, Welsh Government Officials
and the Welsh Revenue Agency team. Alistair and Nicky both limped home full of ideas, positive
and exhausted.

Here are some photos of the day and the many people we met.



Darren Millar, MS, Alistair Handyside MBE, Nicky Williamson, Paul Davies MS

Tom Giffard MS, Nicky & Alistair



Gareth Davies, MS, Alistair Handyside MBE, Joel James, MS, Nicky Williamson

We are looking at venues for our 2 x Wales in-person Meetings 7 & 8 May and would love to hear
your suggestions of where you think we could meet. Please contact me directly on
nicky@pascuk.co.uk with your suggestions.

Kind regards

Nicky and the PASC team


mailto:nicky@pascuk.co.uk

PASC UK — Wales Branch
nicky@pascuk.co.uk

EPC’S ROUND 2, THE NEXT CONSULATION: DEADLINE 2 MAY 2025

I’'m afraid as promised — here is EPC Round 2, but the deadline on this is 2 May, so we have more
time on this one.

The Consultation itself can be found here:
https://www.gov.uk/government/consultations/improving-the-energy-performance-of-privately-
rented-homes-2025-update/improving-the-energy-performance-of-privately-rented-homes-
consultation-document-html

The document to look at in detail is this one:
https://assets.publishing.service.gov.uk/media/67ad4e511baccec3af36b3c70/improving-the-
energy-performance-of-prs-homes-consultation-document.pdf

You can find the section on bringing self-catering into scope on page 34. (PRS refers to the Private
Rental Sector).

Short-term lets

Short-term rental properties (or short-term lets) are defined in the Levelling Up and
Regeneration Act (2023) as a dwelling for use by the guest as accommodation other than the
guest's principal residence, in return for payment in the course of a trade or business carried
on by the host.17 Holiday lets are typically offered on a short-term tenancy basis. Currently the
Energy Performance of Buildings 2012 regulations do not require a short-term let to have an
EPC if the occupant is not responsible for meeting the energy costs of the property. Typically,
properties let on a short-term basis do not require the occupier to pay for the energy costs
during their stay and as a result of this, short-term lets often do not require an EPC. Currently,
to be within scope of the PRS Regulations a property must require an EPC and be an assured
tenancy, a regulated tenancy or a domestic agricultural tenancy. Therefore, properties that are
let as holiday homes on the basis of a short-term let are currently not in scope and do not have
to comply with the PRS Regulations.

The Ministry for Housing, Communities and Local Government (MHCLG) is currently
consulting on removing the requirement for the occupier to pay for the energy costs when
occupying a property on a short-term let basis for the property to require an EPC. Should
short-term lets be required to have an EPC, it would be possible to then include them in the
scope of the PRS Regulations. More information can be found in the consultation on ‘Reforms
to the Energy Performance of Buildings Regime’.

This is why it was so terribly important that you responded in good numbers to EPC Consultation
1. It goes on to say...

Bringing properties let on a short-term basis into the scope of the PRS Regulations would
ensure a consistent standard is applied to similar property types as well as improving the
energy efficiency of the properties let across the domestic building stock in England and
Wales. Additionally, this proposal would discourage landlords from changing their properties
from privately rented properties to short-term lets to avoid improved MEES and reducing the
availability of privately rented homes. This would add protection for tenants who are most at

risk of being evicted, such as those in rural areas and popular holiday destinations where there
are already pressures on housing supply, including within the PRS.
It does also say......

To ensure that required investment is fair and proportionate to landlords, there will be a range
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of exemptions available to landlords. See ‘The exemptions regime’ section of this consultation for further
information and an opportunity to provide evidence of further exemptions that should
be considered.

So, this is going to be a big part of our work, as explained at the beginning of our work on EPC’s we
need to see the following:

e To try and keep Self-catering out of the EPC Regime

If that is not possible...

e Toreduce to ‘cost cap’ significantly

e To extend the time proposed to comply

e To gain exemptions for as many types of buildings as we can

The ‘cost cap’ of £15,000
There are multiple references to increasing what is called the ‘cost cap’. You can find these on pages,
10, 11, 17, 25 and 36.

In short the proposal is that if you have a lower than C rating under the new scheme, you will need
to make improvements to try to get to a C grade. The proposal is that this ‘cost cap’ is set at £15,000
per property. Not business, property. If you have what we have at Higher Wiscombe, 4 converted
barns we would have to spend up to £15,000 per cottage = a current proposed maximum of £60,000.

Here is the section from page 10/11.

Government is also proposing that privately rented homes that achieve a score of EPC C
against existing EPCs, before the new EPC methodology is introduced, would be considered
compliant with the higher MEES until their existing EPC expires. For properties that remain
below EPC C following the EPC reform planned for 2026, government is proposing that the
landlords of these properties would be required to commission a new EPC before taking action
to comply with the higher standard. This is to ensure they are installing the correct measures
as recommended by their new EPC, to meet the higher standard set against new metrics, with
the cost of this EPC included within the proposed £15,000 cost cap.

......... Through this consultation, government is seeking views on the proposal that landlords should
be required to invest up to a maximum of £15,000 per property on improvements to meet the
standard (the ‘cost cap’), after which they could register a 10-year exemption to continue to let

the property if it does not reach the standard. Government modelling indicates that, on

average, properties will require between £6,100 and £6,800 worth of investment to meet the
standard under the preferred metric approach.

We are very dubious about these figures and believe that updating many of the properties would
cost substantially more than the figures quoted. We have contacted the Government to ask how
these figures were arrived at. It goes on to say....

Government is proposing that the higher standard would apply to new tenancies from 2028
and that all tenancies would be required to be compliant by 2030. This would enable the policy
to meet government’s statutory 2030 fuel poverty target as well as deliver maximum benefits
for tenants.

Government is also proposing that privately rented homes that achieve a score of EPC C
against existing EPCs, before the new EPC methodology is introduced, would be considered
compliant with the higher MEES until their existing EPC expires. For properties that remain
below EPC C following the EPC reform planned for 2026, government is proposing that the
landlords of these properties would be required to commission a new EPC before taking action
to comply with the higher standard. This is to ensure they are installing the correct measures
as recommended by their new EPC, to meet the higher standard set against new metrics, with
the cost of this EPC included within the proposed £15,000 cost cap.

As you can see, this is a major intervention, and we will be looking at a variety of ways that we can
try and push back on these proposals for a fairer, more balanced approach.

How to support PASC UK in pushing back on the current proposals for EPCs in self-catering



Free Webinar on EPC Consultation 1

If you have time, or just want to understand more, we recorded the first EPC webinar. This webinar,
which was free to all, answered over 100 questions posed by you the readers. It also talked you
through responding using the above Guidance.

The webinar can be found here. https://www.pascuk.co.uk/webinars/

Free Webinar on EPC Consultation 2
We are holding a second free EPC Webinar to cover the second EPC Consultation on the 11" March
at 1130. Full details of how to sign up are below in the Webinars section.

3/ The inevitable Data Survey (currently at 3050 Survey Responses)

If you haven’t already taken part in the EPC Impact Survey, you still can do.. You can take part
here: https://www.surveymonkey.com/r/5SWKW3SH

You can repeat the survey for each of the properties that you have.

4/ PASC UK will provide Guidance Notes on responding to the Consultation

As with previous Consultations the PASC UK team will provide Guidance notes in word format for
you to be able to respond easily to the Consultation by the deadline. Our ambition is to have these
ready for you by the 22" April.

We will provide a further update next week.

TAX IMPLICATIONS OF UPGARDING YOUR EPC POST FHL ABOLITION

To compound the impact of the EPC Consultations, investing in upgrading to try and achieve C will
also be impacted for many by the abolition of FHL Allowances. We asked Zeal Tax to explain what
can be claimed and what cannot.

ZEAL
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Tax Implications of Upgrading EPC Ratings for Holiday Let Owners

To bring properties in line with new minimum energy efficiency requirements or EPC ratings, owners
will need to incur expenditure on improvements to their properties.

Improvements to properties are generally considered capital expenditure, not deductible for tax
purposes against income tax or corporation tax.
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The abolishment of the Furnished Holiday Let (FHL) legislation will further compound the impact on
short-term let owners as capital allowances will no longer be available for qualifying capital
expenditure on building improvements.

Zeal have considered below the main ways a property can be made more energy efficient and the
tax implications for FHL owners.

Solar Panels
No tax relief will be available for the cost of adding solar panels (claimable pre abolition of FHL tax

regime from April 2025).

Adding Insulation to Lofts or Walls
No tax relief will be available for the cost of adding thermal insulation (claimable pre abolition of

FHL tax regime from April 2025).

Upgrading Windows to Double / Triple Glazing

The cost of upgrading windows is generally tax deductible as a revenue expense (repair).
Draft Proofing

Adding draft proofing is an improvement for tax purposes. The costs incurred will not be tax

deductible.

Installing a Condenser Boiler

Upgrading to a condenser boiler is likely to be regarded as a significant improvement. No tax relief
will be available for the cost of changing to a condenser boiler (claimable pre abolition of FHL tax
regime from April 2025).

However, there is a concession that allows tax relief for improvements where the new asset is an
improvement due to changes in technology advances. It is possible HMRC may accept the
replacement of an existing boiler with a condenser boiler as a revenue cost (tax deductible).

It is important to be aware that if the cost of replacing the boiler is 50% more than the original

cost of the existing boiler, it will be capital and not deductible against income or corporation tax.
Heat Pumps

Upgrading to a heat pump rather than a traditional boiler will be capital expenditure. No tax relief
will be available for the cost of changing to a heat pump (claimable pre abolition of FHL tax regime
from April 2025).

As above, replacing a boiler with a heat pump, could be regarded as a repair (subject to certain
conditions).

Low Energy Light Bulbs

Tax relief will be available as a revenue expense for the cost of switching to low energy light bulbs.
Installing a Smart Meter of Heating Controls

No tax relief will be available for the cost of adding smart meters or controls (claimable pre abolition
of FHL tax regime from April 2025).
Adding Under Floor Heating



No tax relief will be available for the cost of adding under floor heating (claimable pre abolition of
FHL tax regime from April 2025).

EPC Certificate Fees

The cost of obtaining an EPC rating is tax deductible.

Tax Relief Against Capital Gains Tax

Expenditure that is capital and not deductible against income tax or corporation tax, CAN be tax
deductible against Capital Gains Tax (CGT) when you sell the property. Expenditure that is allowed
against income tax as a repair/revenue expense, CAN’T be deducted again against CGT when you
sell.

CUMULATIVE IMPACT ON SELF-CATERING SECTOR

Last week we shared the visual which demonstrates the influx of interventions affecting our
businesses from all angles. This week we have taken it ‘on the road’ and it has aided our MS
discussions as it is clear to see the somewhat ‘chaotic’ onslaught of one intervention after another...
after another... after another.

We are producing a supplementary white paper which will give a brief overview of each, which will
be ready to share with you shortly too.
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FLAGS AT HALF MAST FOR ST DAVID’S DAY



On St David's Day, we joined WAVA (Welsh Association of Visitor Attractions) by flying the Welsh
Flag at half mast at PASCUK HQ.

Thank you to those who sent in pictures of flags at half mast. This symbolic gesture was to draw
attention to the fragile state of the Welsh Visitor Economy as a result of all the current tax and
regulatory interventions, in a plea for some positive action to support the Visitor Economy.

This article in Nation Cymru talks about the campaign and quotes our Chair, Alistair Handyside:
https://nation.cymru/news/welsh-tourism-attractions-to-close-for-st-davids-day/

WRA: HELP US TEST A PROTOTYPE FOR VISITOR ACCOMMODATION
REGISTRATION

Having received the above request last week, we have now looked at the prototype.

It forms 2 parts:

— Part 1 the test system, which is fairly self-explanatory and

— Part 2 is a series of questions for you to complete your feedback of Part 1.
This may then be followed up by a phone call to chat through the process.

We also met the WRA team this week in Cardiff and gave them our initial feedback face to face.
Please bear in mind that this team are not able to influence the content of the Levy Bill and their
role is to design the system in a way that works. They were very keen to ensure that they work
with us as individuals as well as at organisation and sector level.
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So our advice here is to test the system and be honest with the team and tell them what you think
could make it more effective as well as what you like about it.

The feedback we gave included:

- That we liked the simplicity of the system and especially that it generated a registration
number without delay.

- We were very clear that a registration number without the ‘safe & legal’ component
suggests a level of ‘compliance’ already at this stage. This falls far short of and undermines
the overall output of what was promised to us by this measure within the Statutory
Registration consultation (they can’t influence but they understood it)

In terms of content we felt:

- The property information needed to include no of units

- The options of property type need to be extended to include; Just one room within a
property and alternative accommodation such as glamping.

- Occupancy should be a more detailed to show maximum occupancy to include Children &
babies for example where we may provide an extra bed or a cot.

We did however stress, not to ask for information that would not be used.

We will of course, continue to push for Safe & Legal to be included from the outset with the policy
holders and those who can influence this.

GWYNEDD: MOVEMENT ON JUDICIAL REVIEW

There has been some movement on the Judicial Review in Gwynedd. They have won the right to a
judicial review against Gwynedd Council’s policy on Article 4 Direction planning after a judge ruled
it was arguable that the council misunderstood planning law changes, potentially misleading its
decision-making.

Mr Justice Pepperall said the review should proceed on one key ground — that the council’s
Cabinet may have been “misled” over the nature and extent of the changes to the county’s
planning regime. This could “undermine the policy’s effectiveness”, he determined.

Four other grounds for a review were refused.
10



Read more here: https://www.localgovernmentlawyer.co.uk/planning/401-planning-news/60189-
high-court-judge-gives-permission-to-bring-legal-challenge-against-welsh-council-over-article-4-
direction-on-holiday-homes

VISIT WALES DATA ON DAY VISITORS 2023

Welsh Government have this week published statistics on Day Visitor numbers in 2023 compared
to 2022. While the information is not current to date, it is the latest report and gives useful data
on numbers and the revenue generated. This is helpful in light of the current proposed Levy Bill
which of course, only applies to Overnight Visitors.

https://www.gov.wales/domestic-gb-tourism-statistics-day-trips-2022-2023-revised-html

IN THE NEWS:

Daily Post: https://www.dailypost.co.uk/news/news-opinion/nail-coffin-welsh-tourism-rule-
31022254

These articles discuss recent changes in housing prices in Wales, particularly in Gwynedd:
BBC News: https://www.bbc.co.uk/news/articles/cvg9y544wx30

WHAT WE NEED FROM YOU THIS WEEK?

1. To look through the new EPC information

2. Register for EPC 2 Webinar — 11 March at 11.30
https://usO6web.zoom.us/webinar/register/WN AgAjBufCTB2shrP2HY9-aw
Complete the EPC Survey if you haven’t already

Respond to WRA Prototype Feedback by 23 March.

5. Send suggestions of venues for our 7 & 8 May Wales In-person Meetings

s w

PASC UK ON THE ROAD AND DATES FOR THE DIARY:

1. 1/ PASC UK EPC’s WEBINAR & EXPLANATION OF SECOND EPC CONSULTATION -
11 March 2025 at 1130am

(This webinar is available for anyone in the self-catering sector to view and will be recorded)

This webinar will update you the proposals in the second EPC Consultation, (requirement to
spend £15k to attain a C), the information we have gathered and guidance on how to respond
(by 2 May 2025).

To register click on this link:
https://usO6web.zoom.us/webinar/register/WN_AgAjBufCTB2shrP2HY9-aw

2. PASC UK & ZEAL TAX CAPITAL ALLOWANCES, FHL & WHAT TO DO NEXT
WEBINAR 20 March 2025 Time: 1100
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You can still make Capital Allowances Claims and this will cover what steps you can take to
mitigate the impacts of the abolition of FHL Allowances.
Please send in questions in advance to support@pascuk.co.uk

To register click on this link
https://us06web.zoom.us/j/88446695429?pwd=YEGEZg7JI20nwgCSht9i{SIagGMgvnIG.1

3. Visit Wales Tourism Summit and Tourism Awards 27 March, Venue Cymru, Llandudno

2 Gwobrau Twristiaeth
‘f ¥ | Cenedlaethol Cymru 25
= @ National Tourism Awards
J J\ for Wales ‘25

W
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4. Wales In-Person Meetings — 7 & 8 May 2025, Venues tbc (Suggestions requested)
5. Wales Tourism Week, Senedd Reception, Sponsored by PASC UK (Cymru) — Cardiff, 14 May
2025 —all welcome
6. PASC UK Agency Conference — thc June2025

RECORDINGS:
https://www.pascuk.co.uk/webinars/

PASC UK & KEY DATA PRICING AND OCCUPANCY WEBINAR - 20 February 2025 at 11.00am
This pricing and occupancy webinar took place for all readers of the Newsletter last week, and
proved very popular. It was recorded and is now available in the webinars section.

SUPPORT LOBBYING BY JOINING PASC UK
As we embark on 2025 with renewed energy, we have so much we would like to do. We can only
do this with the support of our memberships. So we would encourage as many non-members as

possible to join PASC UK... enjoy the member benefits and also contribute to activities we run.

You can join here, simple form, takes 2 mins, and you’ll get an invoice, payable by BACS or Credit
Card. Just click on this link to go to the joining page: https://www.pascuk.co.uk/join-pasc-uk/

Membership fees are as follows:
e Single cottage £90 plus VAT from 1 January 2025
e 2 —4 Units £150 plus VAT from 1 January 2025
e 5—10 Units £235 plus VAT from 1 January 2025
e 11 + Units £335 plus VAT from 1 January 2025

WALES INFORMATION AND WHERE TO FIND IT
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If you are affected by what is happening in Wales and do not get the direct Wales only
communications, please email Nicky Williamson at nicky@pascuk.co.uk and put Wales
Newsletter in the subject line and we will add you to the Wales Only circulation list.

Previous Wales Newsletters can all be found here: https://www.pascuk.co.uk/wales-182-days-

reports/

$#2 PASC

Cangen Cymru % Wales Branch

DISCLAIMER

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.
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