Hotels, Leisure & Tourism

Opportunity Knocks
The last year has seen some curious trends in trading. Average occupancies were up ever
so slightly on 2016 levels with overall numbers up 1.5%. As described in previous editions
we normally see anything more than about 2% as significant, but a 1.5% overall increase
remains good, particularly when compared with the overall picture.
The early 2010’s were trading with average overall occupancies at just above 50% and this has risen well over the last
seven years to 55% last year, the highest our records have shown for an overall year. The graph illustrates the monthly
long term trends which also point to a levelling of the annual chart. Inevitably there will always be a bulging of the curve
around the summer months, but occupancies in November and December are now closer to 40% on average than
below the 30%’s experienced previously.
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Looking more closely at 2017, the
early part of the year was particularly
slow, which was surprising
considering the great end to 2016,
though Easter more than recouped
the losses. It will be interesting to see
if this is a trend that will continue,
with a real spike in trade last Easter.
The late summer and Autumn were
slower than 2016 which was not
surprising given the strong end to
2016, but there was a marked pick
up in November and December.
In terms of turnover, the slight
reduction in trade in August, is
expected to have a small detrimental
impact, but deposit levels have
remained strong.
More generally the economic outlook
is stronger than anticipated. With
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inflation remaining low this should
bode well for the sector into 2018.
Our database is showing that in 2017
spend on repairs and maintenance
was on average 6.7% of turnover
which is higher than historic levels
of around 6%. Whilst this does not
sound much when converted to
overall spend it is significant. The
long term trend here has been that
repair costs have tended to be higher
when funds are available as some
of the spend can be discretionary.
Over the medium term, spend on
capex and repairs have normally
driven additional turnover growth
as customers have been prepared
to spend more. Similarly advertising
spend is up on long term averages
with spend currently at around 2.7%
of overall turnover. The disruptive
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influences of the online travel agents
makes this a more difficult area to
monitor so we have been making
efforts to separate out this spend,
meaning the current marketing spend
is a truer reflection of alternative
methods of marketing. Historically
spend in this area has only been
around 2% of turnover.
It was pleasing to see that the latest
strategic plan issued by one of our
regional LEPs, the LEP for Cornwall
and Isles of Scilly includes Tourism
as one of the 10 opportunities for the
economy of the region. It highlights
the coastline, the World Heritage
sites and renowned attractions
as being key to driving increased
trade, particularly from overseas
opportunities.

The plan points towards the
opportunity being:
• Continued and focused business
support including access to
funding marketing investment
and skills and career development
• Government to consider Cornwall
and Isles of Scilly as the test bed
region forthe post Brexit VAT
system, findingways of capitalising
on any potential reduction in VAT
rate for the tourism industry
• A sector deal for tourism, along
with the devolution of Visit
Britain’s budgets for overseas
tourism development and
promotion, working with London
and Manchester as gateway
cities for the inbound tourism
economy.
With so much income from tourism
going into the local economy,
the trickle-down effect for the
economy of the region as a whole
is significant. Indeed several of
the other ten key opportunities
published are intertwined with the
tourist sector. For example, much
of the repair spends and marketing
spends noted above will be utilised
in the creative sector. The Agri food
sector is also a beneficiary and in
fact the impact is mutually beneficial
with so much tourism being gained
from the fabulous food and drink
offerings of the region of the South
West.
The key aspiration to drive up
inbound tourism from abroad
should be helped by a weak pound,
however Trump is doing his best
to talk down the dollar to improve
US export levels. The Euro remains
strong against the pound which is
helpful. However the key to driving
business in the South West has to
be recognition of the facilities and
attractions, so marketing is central
to this. Being one of the central
plinths to the Cornwall & Isles of
Scilly LEP strategy is certainly a
helpful step forward.

Ban on card
charges
There has been a recent law change
that came into effect from 13 January
2018 which will prohibit debit and credit
card charges. This will mean that you
will not be able to charge customers
a fee for using their cards. These new
rules will have a significant impact on
tourism based businesses.
The ban results from new EU legislation
and as it is a pro-consumer measure
there is no scope to overturn it. The
new rules seemingly don’t take into
account the large charges made on
merchants by card providers. American
Express and PayPal levy unusually high
fees, and it appears that merchants
will now be expected to absorb these,
potentially resulting in higher prices
for consumers overall. Since it will be
difficult to pass on increased prices,
stopping certain payment methods
may be preferable. Overall the charges
are generally fairly modest, but the
combined costs of credit card charges
is showing on our database as being
1.3% of turnover, so this is something
that is worth consideration.

Annual Tax on Enveloped
Dwellings (ATED)
- a trap for the unwary
A new annual tax was introduced for UK residential properties held by
corporate entities from 1 April 2013. The threshold where this applies has
gradually reduced over recent years and any company owning an interest in
any UK residential property worth more than £500,000 needs to consider
its ATED tax and filing obligations.
The good news is that hotels and similar establishments are not regarded as
‘residential property’ and so are outside of the ATED regime. However, hoteliers
may have need to purchase residential property for other reasons. Where
hoteliers have acquired dwellings valued at over £500,000 this can cause them
to inadvertently come within the ATED regime. ATED can also be applicable if the
property is ‘suitable for use as a dwelling’ or is being converted - advice should
be taken if an acquisition by the company could be regarded as a dwelling if it is
worth more than £500,000. Where more than one dwelling is acquired, it is also
necessary to consider whether its value would be amalgamated with any other
‘linked’ dwellings to determine whether ATED is applicable.
If the dwelling is used for bona fide commercial purposes e.g. letting for full market
rent to unconnected third party tenants or property development, relief from the
ATED charge is available - but the relief must be claimed by filing an ATED relief
declaration each year.
If the dwelling is used by a non-qualifying individual (essentially someone
connected with the company) or is used for a non-commercial purpose, the ATED
relief will fail to give rise to an ATED. The deadline for filing is 30 April in the tax year,
and the annual charge is also payable by 30 April. Interest and penalties apply if
the ATED liability is paid late. For example, if on 1 April 2018 a company owns a
dwelling-house worth between £500,000 and £1m and it is not wholly used for
a qualifying purpose, the ATED charge payable for 2018/19 by 30 April 2018 is
£3,600. This increases to £7,250 if the property is valued between £1m and £2m
and increases further if properties are valued more highly than that.
The property value is that applicable as at 1 April 2017 unless the property was
acquired after that date, in which case it is the market value at acquisition. Future
valuations will need to be undertaken every five years.
Purchasing dwellings also require returns, which are due relatively quickly after
purchase, so this is worth consideration at the time of purchase.
If an ATED annual charge arises, an ATED-capital gains tax charge may also arise
when the property is disposed of by the company, so tax may be higher than
anticipated.
SDLT - the default 15% rate for companies acquiring UK residential property
If a company acquires a UK residential property for consideration of more than
£500,000 it is liable to 15% SDLT unless the property is to be used for a qualifying
purpose that would allow the normal SDLT residential rates to apply. The 15%
SDLT charge is a default rate and is sometimes overlooked but a conveyancer
should always check whether the lower rates can be applied. The SDLT legislation
is now particularly complex and should always be checked to see if certain reliefs
may be applicable.
Big brother is watching!
HMRC is checking the land registry for company acquisitions of residential
property for consideration of more than £500,000 and writing to the company
asking why the 15% SDLT rate was not paid or why an ATED relief declaration or
annual return has not been received. Penalties are applied for non-compliance.
Please refer to your usual PKF Francis Clark contact if your company is acquiring
a residential property worth more than £500,000 in order to check the SDLT and
ATED implications before proceeding with the transaction.

Auto Enrolment - what's new?
Employing for the first time from October 2017
If you are employing even one person between the ages of 22 and state pension age who earns more than the £192
per week (£833 per month or £10,000 per year) your legal duties begin on the day your first member of staff starts
work.

Increase of automatic enrolment contributions - first phase 6 April 2018
The minimum contributions that you and your staff pay into your automatic enrolment workplace pension scheme are
increasing in two phases and the first phasing date of 6 April 2018 is quickly approaching.
By law, you, the employer, must make a minimum contribution towards this amount and your staff member must
make up the difference. If you decide to cover the total minimum contribution required, your staff won’t need to pay
anything.

Date

Employer
minimum
contribution

Staff
contribution

Total
minimum
contribution

Until 5 April 2018

1%

1%

1%

6 April 2018 to 5 April 2019

2%

3%

5%

6 April 2019 onwards

3%

5%

8%

NB: The above rates could be higher depending on your company pension rules.

Has it been three years since you first staged for Auto Enrolment?
This is known as 're-enrolment' and there are certain duties that are legally required to be carried out within a six month window
on your re-enrolment date. Staff may need to be re-enrolled into the pension scheme, even if they have previously opted-out,
letters are to be issued and you must re-submit your declaration of compliance.

Employment Allowance - you could backdate a claim of up to £10,000 to 5 April 2018.
What is Employment Allowance?
Employment Allowance has been available since 2014/15 for businesses and most private sectors who have employees whose
earnings incur class 1 employers' NIC liabilities.
The value of the class 1 NIC is deducted from your monthly or quarterly payment of payroll liabilities to HMRC.
You must notify HMRC of the claim through an EPS through your software or basic PAYE Tools.

If your business is eligible for Employment Allowance and you haven’t yet claimed
Businesses which do not claim during the tax year do not have to miss out. This could be during a tax year, for the current
tax year, or up to four previous years after the tax year has ended for the year in which you wish to claim the Employment
Allowance. So, a retrospective claim for the Employment Allowance for the 2014/15 tax year, which ended on 5 April 2015 must
be made by 5 April 2019.
To confirm whether or not you are eligible to claim employment allowance, you must check with HMRC. Visit: www.gov.uk/
claim-employment-allowance. If you think you may be due a refund and require help please contact our payroll teams or your
usual contact at PKF Francis Clark.

Accommodation deductions
One word of warning on accommodation deductions and the interaction with the living wage. The current amount that can
be deducted from staff salaries to cover accommodation is £44.80 per week. Any more than this will involve calculations to
ensure that you don’t breach the living wage legislation. Please contact us if you have any queries on this or would like help in
dealing with situations where staff live in - this is an increasingly difficult area especially common in areas with high tourism as
accommodation prices are traditionally very high.

Tips on tips

Gender pay
reporting

The thorny subject of Tips and Troncs has
again recently reared its head in the press.
After an absence of around five years and
some hastily arranged legislation stopping
employers using tips to make up to national
minimum wage, there have recently been
some high profile cases featured in the
press where administration fees have been
deducted from a tips pot before allocation
by employers. This is deemed to be morally
wrong, hence the press interest, so what is
and isn’t allowed legally is now clouded by
moral judgement!

As you may be aware the government has
recently introduced new requirements for
businesses which employ more than 250
employees as at 5 April 2017 (or 31 March
2017 for public sector businesses). Gender
pay reporting legislation will require such
businesses to publish statutory calculations
every year showing how large the pay gap is
between their male and female employees.
This information, which will need to be
published by the 4 April, has to be both on
the entity’s own website, as well as being
uploaded to a government website.

The rules on running a tronc system were
previously complicated by the fact that a
separate payroll was required such that
an employee, rather than employer, was
responsible for administering and distributing
tips. Not only were they responsible for
distribution, but if they made a mistake
in dealing with the payroll, they could be
personally liable. As a result this meant
that running a traditional tronc system in a
Westcountry hotel was not practical.

A recent publication by Informi, leveraging
ONS information, has shown that in the
hospitality sector the pay gap between
males and females has fallen by 11%
between 2007 - 2017, compared to 4%
nationally.
Whilst this is currently aimed at larger
employers, there is no doubt considerable
public interest in this area which may
mean that in time more businesses will
be captured by this requirement.

Around ten years ago HMRC made a
concession whereby the business payroll
could be used to pay the tips over, which
meant that the NIC on the tips could be
avoided as long as the employer played
no part in the allocation of them. This can
be difficult to prove and many employers
were uncomfortable with setting up such
an arrangement for fear of being caught for
future NIC long after staff had left or spent
their ‘bonus’.
Therefore, it is fairly common practice for
employers to pool tips and distribute as
they wish. This certainly results in NIC
being payable on the amounts paid. The
difficulty then comes with what to do about
the Employers NIC. It seems reasonable
that this is deducted from the pot before
distribution, otherwise the employer is out
of pocket to the tune of Er’s NIC on the tips
presented. Arguably a small admin charge for
administration can also be applied.
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Please visit our website for your local office expert
PKF-FRANCISCLARK.CO.UK
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please contact Peter Finnie, peter.finnie@pkf-francisclark.co.uk
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