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Taxman and Axeman

Who wants a job which is probably impossible to do well, and which will make
you very unpopular! George Osborne, for one. The Coalition Government has
been telling us from its first day that the country’s finances are in such a mess
that drastic measures are needed — and the new Chancellor’s first Budget has
been described as the harshest since the Second World War.

Some of the changes are straightforward, if painful. Ve have all recently
dealt with an increase in the rate of VAT — after a temporary decrease — so we
know what that involves. The rise in CGT was so widely predicted that the

actual figure seems surprisingly low.

What is much harder to judge at this time is the effect of the promised public
spending cutbacks. These are supposed to amount to four times as much as the
tax increases, so we know that civil service departments are going to feel the
pinch. If that results in HM Revenue & Customs taking longer to process tax
returns and deal with enquiries, the taxpaying public will suffer a double whammy.

Even with the excitement of a General Election and Emergency Budget,
there are still other things going on that highlight opportunities and pitfalls for
your tax and finances. This newsletter explains some of those recent
developments, as well as the main points from the Budget.

Whatever is ahead, we will be keeping a close eye on the changes and how

they affect you. ®

Furnished lets reprieved?

In the 2009 Budget, Mr Darling
announced that the tax advantages
of Furnished Holiday Letting were to
be extended from UK properties to
any qualifying rentals in the whole of
the European Economic Area, but
were then to be cancelled for
everyone from 6 April 2010. FHLs
are treated as a trade rather than as
an investment, which has a number
of benefits, particularly for the relief
of losses and the taxing of gains. The
government had realised that
European law didn’t allow us to
restrict the benefit to UK properties
— and they decided that we could
not afford to allow the advantages to
people’s gites, villas and ski chalets.
Even so, European properties can
enjoy FHL treatment going back into
past years, as long as the conditions
were satisfied at the time — if you

didn’t know you had to make the
property available for 140 days a
year and actually let it for 70, you
may not have bothered, but if you
can show that this is what happened,
you may be due a repayment of past
income or capital gains tax.

The June Budget confirmed that
the new government wants to keep
the favourable treatment, and will
change the law so that it’s clear that
we are good Europeans. However, it
is likely that the conditions will be
tightened up for all properties going
forward — it may become necessary
to make the property available for
longer, or actually let it for more days.

If you own something that does
or might qualify as FHL, we will be
happy to advise you on the tax
treatment — at least until they
change it again! ®







