The hospitality
business guide
The must-read guide
if you want to run a
hospitality business
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The Cumberland’s business
team loves working with
hospitality businesses

We have worked with some amazing
people, helping them live out their dreams
and ambitions of setting up, growing,
or diversifying their business.
This guide is designed to help you move into the thriving hospitality sector, with insight
and advice from industry thought leaders and our trusted and knowledgeable partners.
It has all of the key things you need to consider when setting up and running your business,
from tax essentials to getting your property on the market and guests through the door.

Getting started
If you’re looking to grow your hospitality business,
or get your business dream off the ground,
get in touch. Here’s how we can help…
When Richard and Debbie Greaves first set eyes on the
run-down tenant farm near Ravenstonedale they did not
see the ramshackle buildings that had led so many others
to dismiss the property, but instead saw the potential to
create a beautiful base for holidays between the Yorkshire
Dales and Lake District.
The Cumberland Business team helped them realise their
dream by organising finance to win the property at auction.
The couple have since created luxury holiday homes which
have gone on to win a major European tourism award.

“The chap from the Cumberland came to the auction
and I thought that was a fantastic gesture, to come
and support us, wish us luck and help us with the
deposit once we were successful.”
Find out more about how we helped
Cumberland.co.uk/cornerofeden
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The Cumberland Business team has over 20 people
dedicated to working with hospitality businesses.

In the past 20 years we have helped finance guesthouses,
hotels, and holiday lets, and other commercial businesses.

We work across the
whole of the mainland UK.

We have strong connections with other
professionals that support hospitality businesses.

Businesses can also benefit from our
business banking and savings offering.

If you would like to know more about how
we can help you start, expand, or develop
a hospitality business, please get in touch.

Call us:
01228 403135

Find us online:
Cumberland.co.uk/business
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Six building
blocks you need to
consider when you’re
planning to set up a
hospitality business

Nikki Riley
Sales Co-ordinator at Out of Eden
01768 374 050
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Costs to consider
The best advice when it comes to a B&B or self-catering
accommodation is to write a comprehensive business plan clearly
and realistically outlining your financial prospects and commitments.
Planning annual, quarterly, monthly, weekly and daily income and
outgoings is perhaps a beneficial way to track your payments.
Here are a few costs to consider:
How much will you spend on
making your accommodation
suitable for your customers?
Replenishment – toiletries, breakfast
supplies, cleaning products, etc.
Maintenance – general wear
and tear, ad hoc in case of
unforeseen incidents
Income/pricing your room – you
should consider the following:
En suite bathrooms? Location?
Seasonality? Weekend/weekday/
bank holiday? Competition?
Tax payments
Agency payments or marketing and
advertising costs
General bills such as gas, electric
rates and license fees
Online booking agency fees
Do you require any employees?
Will they be full-time or part-time?

Appealing to your
target market
Who are they? Families? Friends?
Couples? Business people or holiday
breaks? Older or younger? Are dogs
allowed? If you are catering to an
array of markets, consider costeffective measures in order to suit
each clientele. For example, using
zip and link beds allows you to offer
twin and double bed rooms.
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Marketing your
accommodation
An online presence is absolutely key
to gaining awareness and exposure
for your accommodation.
That is not to say, however,
you should neglect a newspaper
feature or brochure in a shop window.
Some of the ways you can
gain more exposure are:
Alert local businesses:
these could provide essential
partnerships and bring in
an influx of customers
Social media presence:
regular updates showcase
new opportunities
within your property
and/or local area as
well as serving as a
port of call if guests
wish to contact you
An easily accessible website
with your contact information
and high-quality pictures/gallery
readily available
Clearly advertise your USPs
(unique selling points)
eg “close to xyz” as well as
local transport links,
attractions, pubs, etc.
Newspaper
and magazine
advertisement

Licensing
Licences tend to be the little things
you may not have considered, but
they are absolutely essential to have.
You are legally required to get:
TV licensing for each room
Music licensing
DVD licensing
Alcohol licensing
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Six building blocks you need to
consider when you’re planning to
set up a hospitality business

Legalities and
regulations
Keeping up to date on the latest
laws takes time, but it is crucial
to do. Below are some that
you are strongly advised to
consider before committing to
setting up a B&B:
Planning permission
Tax threshold
Fire regulations & safety
Food hygiene & safety
Equality Act 2010 – is your
accommodation suitable and
accessible for anyone who may
wish to stay?
Further legislation: educate
yourself on what you can and
cannot do within your business

Insurance
A standard domestic household
insurance policy is not suitable
cover for a premises with paying
guests. Specialist B&B and selfcatering accommodation insurance
policies are available.
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Business
planning
How to buy your dream
hospitality business

Jackie Kirsopp
Client Manager at Dodd & Co
jackie.kirsopp@doddaccountants.co.uk / 01228 530913
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Purchasing your hotel or
guesthouse is an exciting
time but one which can often
involve a steep learning curve.
A little information follows,
but be aware that all circumstances
are different so make sure you take
advice specifically relevant to
you from the off.
First off, your business plan – have
you asked the right questions and
understood the accounts, do you
know what profits you can expect,
and looked at preparing a cash
flow forecast?
Have you considered how you will
run the business (partnership, sole
trader, company)? Often people
have ideas that don’t marry up
with obtaining the best tax relief
and structure. VAT can have an
impact here and it is important to
understand if the previous business
was VAT registered, and how trade
levels sit in comparison to the VAT
threshold (currently £85,000).
Choice of year end can also make
a big difference on tax relief,
especially if you are making
improvements to the property.
One of the first questions to ask is
whether the seller has put forward
any initial indication of division
of the value between goodwill,

property, furniture/moveables
(the beds etc) and integral features,
and also how long the current
owners have been in the property.
Obtaining a beneficial
apportionment for these categories,
and making sure that all the right
capital allowances have been
claimed before the sale completes
can give thousands of pounds of tax
relief, if structured correctly. As a
buyer you want to be advised on this
early. It is a very complicated area,
and one which has gone through
changes in recent years, meaning
that both buyers and sellers could
miss out on tax relief – and there is
no better position as a buyer than
being able to save both you
and the seller some tax.

“Choice of year
end can also make
a big difference
on tax relief”
And lastly, once you are in,
have a bookkeeping system set
up to make sure you record your
business transactions in a way
that complies with HMRC
requirements, but also allows you
to monitor your business as you go.
There are many options but the
key is getting it to work for you.
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How are
hospitality
properties valued?
When considering buying a
business in the tourism sector,
you need to know how the
valuer assesses a property

Keith Mitchell MRICS
Registered Valuer at Edwin Thompson
edwinthompson.co.uk / 017687 72988
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Hospitality properties are bought and sold on the basis
of their trading potential, such as hotels, pubs and
bars, restaurants and other forms of leisure property.
Their value is intrinsically linked to the returns that
an owner can generate from their specific use.

The valuer will be seeking to establish
these key indicators:

With the information to
hand the valuer takes
the following steps:

Adjusted net profit
The valuer’s assessment of the actual net profit of a currently trading
operational entity. It gives the valuer guidance when assessing the
fair maintainable operating profit (FMOP).

Earnings before interest, taxes,
depreciation and amortisation (EBITDA)
This relates to the actual operating entity and may be different
from the valuer’s estimated FMOP.

Fair maintainable operating profit (FMOP)
This is the level of profit, stated prior to depreciation and finance
costs relating to the asset itself (and rent if leasehold), that the
reasonably efficient operator (REO) would expect to derive from the
fair maintainable turnover (FMT) based on an assessment of the
market’s perception of the potential earnings of the property.

Reasonably efficient operator (REO)
This is a concept where the valuer assumes that the market
participants are competent operators, acting in an efficient
manner, of a business conducted on the premises.
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Assess the FMT that could
be generated at the
property by an REO.
Where appropriate, an
assessment is made of
the potential gross profit,
resulting from the FMT.
Assess the FMOP. The costs
and allowances to be
shown in the assessment
should reflect those to be
expected of the REO.
Assess the market value
of the property. In
assessing market value the
valuer may decide that a
new operator would
expect to improve the
trading potential by
undertaking alterations
or improvements.

How are hospitality properties valued?

Next steps
There is a distinction between
the market value of a trade-related
property and the investment value
– or its worth – to the particular
operator. The operator will derive
worth from the current and
potential net profits from the
operational entity operating
in the chosen format.
When assessing future trading
potential, the valuer will exclude
any turnover and costs that are

attributable solely to the personal
circumstances, or skill, expertise,
reputation and/or brand name
of the existing operator. However,
the valuer should reflect additional
trading potential that might be
realised by a REO taking over the
property at the valuation date.
The actual trading performance
should be compared with similar
types of trade-related property
and styles of operation.

Finally, changes in competition
can have a dramatic effect on
profitability, and hence value.
The valuer will be aware of the
impact of current and expected
future levels of competition.
Outside influences, such as a new
road or changes in legislation, can
also affect the trading potential
and hence value of the property.
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Your guide to
hospitality surveying
If you’ve ever bought or sold a
house you probably know how
a property survey works, but how
is it different in hospitality?

Paul Evans
Director of Chartered Surveying at Hyde Harrington
paulevans@hydeharrington.co.uk / 01228 595600
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If you need a mortgage to
buy your business premises,
the lender will usually require
an independent assessment
of value completed by a
chartered valuation surveyor.
This will check that the property
is suitable for loan security and
that the agreed purchase price
is supported by market evidence.
The valuation itself is a complex
assessment using a mixture of
methodologies depending on the
type of property being considered.
For a trade-related property, the
value of the asset is based on more
than the land and building and will
also reflect the trade fixtures and
fittings, business goodwill and the
benefit of any transferable licences.
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The valuer should be familiar with,
and consider, the local area, the
type of property, the likely customer
profile, prices, other competition
and occupancy rates.
They will also have regard to
the nature of the property itself,
including construction, design and
layout, standard of accommodation
and any development potential.
They will review the title documents
and any relevant planning consents
and consider any known
external influences.
The financial accounts will be
assessed and adjusted taking
into account the above
considerations to find fair
maintainable operating profit
(FMOP), also known as the earnings
before interest, tax depreciation
and amortisation (EBITDA).

“A mortgage
valuation is
primarily for the
benefit of the
lender, a building
survey is of benefit
to the owner”

Your guide to hospitality surveying

This determines the potential net
profit that could be produced from
the property by a reasonably efficient
operator. Once this figure has been
established, it is multiplied using an
all-risk yield to produce an opinion of
value for the trading element.

building survey. While a mortgage
valuation is primarily for the
benefit of the lender, a building
survey is of benefit to the owner
– the person responsible for the
ongoing maintenance and repair
of the building.

While the valuer will be trained to
recognise and highlight obvious
areas of disrepair, this will be
primarily limited to items that
might affect the lender’s security.
This can result in the valuer making
recommendations for further
investigations such as commissioning
a building survey before the lender
offers the loan.

The Royal Institution of Chartered
Surveyors recently reported that
on average a new home owner
is faced with an unexpected
repair bill of £5,750. This is based
on an average family-sized home
and this could be a lot more
when the property being
purchased is substantial, of
special design, architectural
interest or within a conservation
area, for example.

A mortgage valuation is not a

A building survey will assist in
identifying any problems that need
urgent attention, highlight defects
and ongoing repair items and
give an assessment of likely costs.
With this information to hand, an
allowance for significant repairs, not
already reasonably reflected in the
purchase price, could be agreed by
negotiation.
A building surveyor can also advise
on maintenance programmes, which
can be organised during the low
trading season. It would be better
for any business owner to have a
clear and known understanding of
the cost and time implications of
necessary repairs and refurbishments
for the property being purchased.
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Buying a guest
house or hotel?
When buying a guest house
or small hotel planning
permission may not be top
of your list of considerations
– but it should be
Do not fall foul of ignoring the planning.
It has the potential to frustratingly delay
matters and lead to additional expense.

Kate Mallaband
Partner at Napthens
napthens.co.uk/people/kate-mallaband / 01539 767002
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Planning permission:
four key points

Is it lawful?
Considering whether the existing use
is authorised by the planning consent
is key. If the new premises being
bought was formerly a residential
property but now being used as a
guest house, has the appropriate
planning consent been obtained for
this use? If not, the position needs
to be investigated and a planning
application may be required.

Breaches
Be warned – if the planning consent
is not valid for the existing use
or if conditions attached to the
consent have been breached or are
outstanding, rectification can lead
to expensive delays. It is essential
that any issues are dealt with before
completing the purchase as liability
for an existing breach passes to
the buyer. The old maxim of ‘buyer
beware’ applies. Any purchaser may
be left open to costly, legal actions
against them.

The lender
If you’re financing the purchase
or expansion of the property
or business, part of the process
involves providing the lender with
a certificate of title certifying that
the proposed use is authorised by
planning consent. If the validity of
the consent is not 100% appropriate
or there is a risk of any enforcement
action being taken, find out early.
If there are issues with the planning
position this can affect the valuation
and, crucially, the funding.

Future
development
Expansion to add more rooms is likely
to require planning permission and
factors such as parking, disabled
access, impact on neighbours,
local tourism plans and even any
applicable alcohol license will be
taken into consideration by the
planning authority when granting
or refusing applications. Identifying
these issues early saves time and cost.

How can these four points
be checked?
Instruct a leisure-specialist solicitor
who habitually undertakes this
kind of work. The solicitor will be
responsible for undertaking local
searches as well as raising and
reviewing replies to enquiries.
This will be done to identify
any potential planning issues
and bringing them to your and
the lenders’ attention while
highlighting their possible
impact and solutions.
Online planning portal. This
can give useful, free of charge
information on planning matters
but should not to be used in
place of instructing a leisurespecialist solicitor.
The bottom line is check out the
planning first. If you don’t, it will cost
money, be time-consuming and will
probably delay the transaction.
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Essential health and
safety considerations for
your hospitality business
The guide from
Bendles LLP
As part of running your new business
you must manage the health and
safety of everyone involved by
controlling the risks. Ensuring you
comply with these regulations is
a very important consideration.

First aid and accidents

Welfare facilities

Training and appointing a
person to take charge of first
aid alongside maintaining a
suitably-stocked first aid box.

Health issues

Director at Bendles
bendles.co.uk / 01228 522215
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Maintaining the equipment
provided to both employees
and members of the public
alongside ensuring the building
itself is kept safe.

The main areas you need
to be aware of are:

Covering aspects of any employee’s
well-being such as rest areas,
toilets and access to clean water.

Stuart Irving

Safety issues

Ensuring there is good ventilation,
a reasonable temperature and
suitable lighting etc. for all of
those within your premises.

The first part of action is to simply
assess what risks your new workplace
poses before going on to see how these
risks can be removed or reduced. You
will need to be aware of the risks faced
by both employees or anyone working
within the business and members of
the public visiting your premises.

21

Legal knowledge:
what to know when
launching your
hospitality business
Overcoming restrictive
covenants

Getting a good understanding
of this key legal knowledge will
put you in good stead
for running your business

Naomi Fell
Harrison Drury
Naomi.Fell@harrison-drury.com / 01539 628 042
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The property for your hospitality
venture might be for sale or to let
and both raise issues to consider.
Purchasing the freehold interest in a
property means you are not beholden to
a landlord and can use it as you please.
However, historic transfers of freehold
property often include covenants
restricting use, particularly in
picturesque locations such as Cumbria.
The most common are covenants
preventing the sale of alcohol. Others
often prevent development without
approval from prior landowners.
If you’re taking a lease of a property,
the lease will always stipulate how
the property may be used as well
as liabilities regarding repair and
returning the property at the end of
the term. These covenants will almost
always be more strict than those on a
freehold property, but your solicitor
can negotiate them with the landlord.

Getting the right
planning permission
and licensing consents
If you are making alterations to
the property or changing its use,
you may need planning permission.
Additionally, within a National Park,
many buildings are listed or subject
to controls on development. Your
solicitor will be able to advise of
restrictions and whether appropriate
consents are in place.
Secondly, if you are to sell alcohol or
serve food, you will need a premises
licence. When purchasing an existing
business this licence can often form
part of the consideration you pay,
and it is crucial that it is transferred
with the purchase of the property or
assignment of the lease. The licence
does not run with the ownership of
the property.
Finally, you must remember that a
successful application for planning
permission does not override any
restrictive covenants.

Being clear on tax
and allowances
Stamp Duty Land Tax (SDLT) can be
a large outlay when purchasing or
leasing property. You should always
ensure you apportion the purchase
price of any property correctly on
fixtures and fittings, land/property
and, if buying an established
business, stock and goodwill. SDLT
is only payable on the land element.

residential rates still apply but if you
already own an interest in residential
property worth more than £40,000,
the SDLT payable on the purchase of
additional residential property will
be increased by 3% of the purchase
price. If you are purchasing numerous
properties, or a main property with
an annex or other granny flat, reliefs

“It is crucial you establish
whether the property has
been opted for VAT by the seller”
Where the property is clearly
commercial, SDLT is usually
straightforward, but it is worth
noting that SDLT is payable on the
VAT payable on a purchase price of
the land. It is crucial you establish
whether the property has been
opted for VAT by the seller.
Buy-to-let and holiday homes fall
under more complex rules. Standard

on SDLT such as Multiple Dwellings
Relief may be able to reduce your
assessment, even if you would
ordinarily be liable for the
3% surcharge.
A further point is capital allowances,
which may allow you to offset future
tax liability for refurbishments and
improvements against the previous
seller’s pooled allowance.
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How to employ
someone in your
hospitality business
If you’re thinking about running
a guest house or hotel, you’ll
probably need to employ staff –
but there are a few pitfalls you
need to avoid
We spoke to Joanne Stronach, an employment law expert, who revealed
the traps that hospitality business owners sometimes fall into.

Joanne Stronach
Head of Employment and HR at Cartmell Shepherd
joanne.stronach@cartmells.co.uk / 01228 516666
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You’re not just
buying a property
Often those new to the sector
consider buying an existing guest
house or small hotel to be just a
property transaction.
However. if you intend to continue
to run the property as some form of
guest accommodation, even with
a new name, then that is wrong.
What you are buying is a business.
The purchase of the land and
buildings is just one, albeit
important, part of that
business purchase.
As a buyer you need to be wary and
ask the right questions to discover
if there are any employee issues.
Don’t assume that because you
don’t see any employees when
you visit the property in the low
season that there are none. You may
inherit some you don’t know about
under the Transfer of Undertakings
(Protection of Employment).

What questions
do I need to ask?
Are there any full year,
seasonal or casual staff?
Do seasonal staff expect
and are expected to return
each year?
Who is the employer?
What terms are they
employed under?
Do any employees live in?
Have they been paid the
correct National Minimum
Wage (NMW) or National
Living Wage (NLW)?
How flexible are the working
hours of any staff or are
they set in stone?
As a large proportion of the
workforce that are employed in
this sector are young, female,
from outside the UK and/or part
time, do you know your legal
obligations relating to age,
sex and race discrimination?

If you need further advice…
I am proud to be part of a specialist
team who know the right questions
to ask when purchasing the business
and so ensure that you know what
you are getting for your money.
We can ensure that payments due
to staff are correctly apportioned.
We will ensure that the employment
warranties and indemnities
protect you as the buyer.
We can help you find any hidden
liabilities lurking such as under
calculated, underpaid holiday pay,
any breaches of the NMW or NLW and
unearth unpaid employee benefits
that may need to be continued.
With significant experience of
acting for hotels, guest houses,
B&Bs, caravan parks, restaurants
and pubs don’t get caught
unaware and give us a call.
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How to employ
the right people
for your business
Roger Spence from Harrison
Drury solicitors looks at how
to create the right team for
your hospitality business

Roger Spence
Director at Harrison Drury
Roger.Spence@harrison-drury.com / 01772 258321
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No matter what the size
of the venture you are taking
on it is likely that there will
be people already working
there. You may have a view
of the team you’d like to have
on board, but an existing
business is likely to have
existing staff so what do
you need to think about
in terms of employees?
It is essential to do research and
make sure that you have properly
undertaken your due diligence with
reference to employees since they
will be a critical success factor,
and cost, to the business.
It is also essential that you
understand the extent of your
obligations in this regard as
nasty surprises can lie in wait for
the unwary. It is vital that you
understand what your workforce
will look like, how it works and is
structured and how much it will cost
since this will clearly impact on your
business planning and profitability.
No matter the size of the concern,
individuals employed by that
business will have employment
rights under the Transfer of

Undertaking (Protection of
Employment) Regulations 2006
(commonly referred to as ‘TUPE’
or the ‘TUPE Regulations’,
or just ‘the Regulations’).
TUPE protects many aspects of
employment and ensures that,
if and when individuals transfer to
a new employer, they carry across
with them their accrued rights.
These include but are not limited
to length of service (known as
continuity of service); salary;
and contractual benefits.

employment you have a clean slate.
In the absence of any paperwork
the statutory provisions will apply
– your employment advisor will be
able to let you know what these
are if the need arises.
In terms of any adjustments you
may wish to make it is important
to know that only limited posttransfer changes are allowed. For
these to be given effect they must
be for an Economic, Technical or
Organisational reason (ETO),
and any changes implemented

“Do not be fooled into thinking
that if there are no contracts of
employment you have a clean slate”
In this industry it is also worth
thinking about the accommodation
aspect since it is not uncommon
for individuals to live in where they
work. Such arrangements are usually
covered by a Service Occupancy
Agreement and it is important that
you understand the set-up as well
as the impact on pay (taking into
account national minimum wage and
any salary deductions for rent etc).
Do not be fooled into thinking
that if there are no contracts of

which are solely linked to the
transfer will be unenforceable.
For the above reasons it is important to
ensure that you have the right support
and expert guidance throughout
the process. This will enable you
to understand the employee due
diligence information provided to you,
to take the right steps in advance of
the transfer and to be well placed to
manage the situation post-transfer
so you have a solid foundation on
which to build the business.
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Employment law
for casual workers
Nigel Crebbin, employment
law partner at Burnetts,
looks at the sometimes tricky
question of employment
status for casual workers

Nigel Crebbin
Partner at Burnetts
nhc@burnetts.co.uk / 01768 800855

28

As with any popular tourist
area, Cumbria is home to
many casual and seasonal
workers and hiring additional
staff for the spring and summer
seasons is an annual task for
businesses in the hospitality
and catering sectors.
Sometimes firms will take on staff on
a short-term basis, for example over
the summer, but staffing needs can be
as unpredictable as the Lake District
weather. Many employers will have a
bank of workers who do not have fixed
or guaranteed hours, but who can be
called upon on an ‘as and when’ basis.
However, as recent cases involving
businesses like Uber have shown, it can
be difficult to assess what employment
status and employment rights ‘zero
hour’ workers like these have.

Employees only enjoy protection
against unfair dismissal; right
to redundancy pay; statutory
notice entitlements; maternity
leave; paternity leave; shared
parental leave; and fixed-term
employment protection.
Employees and workers both
enjoy the national and minimum
living wage; whistleblowing
protection; working time rights
(including paid holiday); part-time
workers’ protection; protection
from discrimination; the right to
be accompanied to disciplinary
and grievance hearings; and
protection from unlawful
deduction from wages.
Distinguishing between an
employee, a worker and a selfemployed person can be a grey
area, even for the courts, but it’s
always a good idea for employers

“It’s always a good idea for employers
who hire people on a casual basis to
provide them with written contracts”
As well as the categories of
‘employee’ and ‘self-employed’,
employment law has a further
category of ‘worker’ which is a
halfway house between the two.

*Please note that the law in this area
is complex and this article does not
constitute legal advice.

Non-employee workers do not have
as many legal rights as employees,
but do still have certain legal
entitlements and protections:

(big and small) who hire people
on a casual basis to provide them
with written contracts that reflect
this arrangement.
Burnetts can provide a simple casual
worker’s contract at an affordable
fixed fee, so that at least there’s
clarity of the terms on which the
person is taken on.
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Do holiday let properties
come with tax benefits?
Properties which qualify as a ‘Furnished
Holiday Let’ enjoy tax benefits over and
above some other properties.
Moore & Smalley, experts in holiday let tax,
highlight the key tax information you need
to know if you’re running, or considering
running, a holiday let business.

Adam Parton
Partner at MHA Moore and Smalley
adam.parton@mooreandsmalley.co.uk / 01524 62801

31

What requirements
qualify a holiday let?

What if the requirements
are not met?

In order for the property to qualify,
the property must be:

Special provisions apply where the
letting requirements are not met for
a particular year.

Let with view to making a profit;
Available for letting for at least
210 days of the tax year;
Actually let for at least 105 days
of the tax year;
Not occupied by long-term tenants
(i.e those who stay for more than
31 days) for more than 155 days of
the tax year.
Where the Furnished Holiday Let
(FHL) is initially let out part way
through a tax year the first year
needs to be considered to make sure
the above requirements are met.
These rules apply to both UK FHL’s
and those in the European Economic
Area (EEA). The EEA comprises the
member states of the European
Union plus Iceland, Lichtenstein
and Norway.
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Capital Allowances
One of the main benefits of FHL
status is the ability to claim Capital
Allowances on the purchase of
qualifying items including any items
‘embedded’ in the property, such
as lighting or air conditioning and
fixtures and fittings.

Losses
If a loss is created in a tax year (ie
allowable expenditure exceeds
income) then the loss can be offset
against profits from any other FHLs.
Note that UK and EEA FHLs are
treated as separate businesses for
loss relief purposes. Losses cannot be
offset against other sources of income
such as salary or other rental profits.

“There is
an extra 3%
Stamp Duty
Land Tax
when buying a
second property
or buy-to-let
property.”
Joint ownership
Generally, the profit for tax
purposes will be split in the
same proportion as the ownership
of the property, so if you own 50%
of the property you are taxed on
50% of the profit. However, due to
the activity being treated as a trade
there is more flexibility so that
profits can be split in different
proportions which can be a
useful tool for tax planning.

Do holiday let properties
come with tax benefits?

Buying the property
There is an extra 3% Stamp Duty
Land Tax when buying a second
property or buy-to-let property.

Selling the property
Normally, profits on disposal
(i.e after the initial cost and legal
and professional costs on sale
and purchase are deducted from
proceeds) are charged to Capital
Gains Tax at 18% or 28%
depending on your other income.
As a FHL property is treated as
‘trade’ for tax purposes it may be
possible to claim Entrepreneurs’
Relief which means that any
chargeable gain is taxable at
10%, subject to certain
qualifying conditions.
If the money from the sale is
reinvested in another holiday

letting it may be possible to defer
the gain until the new property
is sold. Also if the property is
given away it may also be
possible to ‘hold over’ the gain
until a future sale by the recipient.
If a capital loss arises it will be
automatically offset against any
other capital gains in the same
tax year. Any unutilised losses
are then carried forward and
are available to offset against
future capital gains.

Inheritance issues
The value of the FHL represent
part of your estate for Inheritance
Tax (IHT) purposes. There is a
100% relief for ‘business’ assets,
but this is a contentious issue.
We would recommend that
advice is sought when buying,
selling or renting out a property,
and for IHT purposes, as
there are a number of
factors to consider.
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Tax essentials for
guest houses and
owner-occupied hotels
Top tax considerations
from Armstrong Watson

Glenn Clifford-Perkins
Accounting partner at Armstrong Watson
glenn.clifford-perkins@armstrongwatson.co.uk / 01768 222030
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The decision to purchase a
guest house or hotel can be
a stressful time. The best
approach will be dictated
by the structure put in place
by the vendor, although you
should remember that you
can control the outcome.
There are two types of purchase:

1. Share purchase
A share purchase is possible when
the existing business is already
contained within a limited
company, with the most distinct
advantage being a reduced rate
of stamp duty. The purchase of
shares attracts 0.5% stamp duty
as opposed to stamp duty land tax
rates of up to 5%. It is essential
that this option is explored in any
purchase if possible.
The two areas of concern with
a share purchase are firstly due
diligence and secondly a lack of
tax reliefs on purchase. When buying
a limited company, due diligence
is imperative to make sure that
any financial risks are protected as
you are buying the company and
the associated history. As you are
buying the company, you effectively
take control and don’t attract any
immediate tax reliefs, a point which
can usually be used as a bargaining
tool on the purchase price.

2. Purchase of trade
and assets
This is the most common type
of transaction, especially as it
applies to all types of existing
business entity. As a buyer you will
be purchasing the business assets
which will sometimes include the
property alongside the goodwill
of the business.
In this situation the vendor is likely
to want to apportion between the
asset categories in a way which is
the exact opposite of what you
as a buyer want to achieve.

iii. Fixtures, Fittings and
Other Assets – These items are
likely to attract tax relief in
full in the year of purchase and
as a consequence a buyer wants
these to be as high as possible
in the apportionment.
Another consideration is to decide
how you wish to operate. You can
make this purchase individually
as a sole trader, a partnership,
through a newly formed limited
company, or an existing entity
if you already have one. It is
imperative to seek advice
before making a decision.

“You can make this purchase
individually as a sole trader,
a partnership, through a newly
formed limited company,”
As a buyer you should be striving to
agree an apportionment as follows:
i. Goodwill – as low as possible as no
tax relief is available throughout the
business lifecycle, this only acts as a
base cost when you sell the business.
ii. Property – as low as possible to
reduce the cost of stamp duty land
tax and because no tax relief is
available throughout the business
lifecycle, this only acts as a base
cost when you sell the business.

The structure will also dictate
your annual compliance needs
with defined deadlines and
requirements for each structure.
Partnerships and sole traders are
governed by HMRC under Self
Assessment, with limited companies
dealt with under the Corporation
tax regime. As a director of a
limited company you will also be
governed under Self Assessment.

35

Holiday let booking
system essentials
The way people choose and book
their holiday is totally different
than even 10 years ago.
If you’re looking for a booking
system, here’s a quick guide to
what’s important right now.

Jo Blaylock
Marketing Executive at SuperControl
01556 506700
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1. Is it quick and easy to use? 3. Does it help you to be
smart with your pricing?
When people are looking for a

5. Does it have a channel
manager?

holiday they want to quickly see what
dates are available, find out how
much it will cost, and most want to
be able to book and pay online there
and then. If they can’t do that easily,
they’ll probably carry on searching.
Guests will not patiently wait for
a page to load – it should happen
instantly. They don’t want to navigate
a complicated route to book, clicking
lots of links. Make it easy.

To increase visibility it’s important to
list on as many booking websites as
you can. A built-in channel manager
(that doesn’t cost extra to use or
charge commission) will ensure that
availability on your listings on these
sites is always up to date, removes
the risk of double bookings and
feeds information straight into your
booking system. It shouldn’t be hard
work to manage – you really don’t
have to manually update lots of
different calendars.

2. Does it fit your business
model and is it flexible?
Not everyone wants to start their
holiday on a Friday or Saturday, nor
does everyone want to book a full
week. The more accommodating you
can be the more bookings you will get.
And if you list on booking websites like
Booking.com or Airbnb, you will also
appear higher in searches on those
platforms. A good booking system will
let you be in control of your own start
days and durations.

It’s good practice to set your prices
as far in advance as possible.
Choose a booking system that
enables you to do that, and also
allows you to continue to adjust
your prices to reflect demand. Start
by setting prices high, then reduce
them (if you still have availability)
closer to the start date.

4. Will it improve
efficiency?
Look for software with automated
features that save you time, add
to your professional image and
help look after your guests. A
sophisticated system will have this,
enabling you to set your own criteria,
so timely messages can be sent when
those criteria are met e.g. triggering
a balance-due email to be sent 30
days prior to arrival, when a deposit
has been paid and the balance
is outstanding. Go for a booking
system that makes your life easier.

One final word of advice – choose
an established booking system
that adapts to changing demands,
is run by people that know
the industry and have good
connections with key influencers.
And make sure that your system
of choice will work for you – try
before you buy with a free trial
or request a demo.
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Should I let pets in my
hospitality business?
On average properties which accept
pets see increased booking rates
and higher owner incomes versus
properties that don’t take pets

In the UK overall, properties which
accept pets have achieved 19% more
weeks booked per year, meaning
owner income of up to 20% more than
properties which do not accept them.
In England itself, it means 20% more
weeks booked per year on average
and 22% owner income on average
over non-pet properties.
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Anthony Bottomley

The figures for Cumbria specifically
show a 4% increase in weeks booked
per year and an 18% increase in owner
income over non-pet properties.

Business Development Manager
at Cumbrian Cottages
Anthony.Bottomley@cottages.com
07814 281472

Additionally, pet properties bookings
have achieved 7% more bookings
on average compared to 2016 in

Cumbria and the pet-accepting
properties in the Lake District
have achieved 8% more bookings
compared to 2016.
This shows that not only does an
owner achieve more weeks and
bookings on average for accepting
pets, but also more revenue
(the 4% of extra weeks translating
into 18% more income in Cumbria
shows the willingness for customers
to pay extra for pets in this key area).
We also see that pet properties
are becoming more popular year
on year as people seek to take
their pets on holiday.

Check if you’re near a ‘dog-friendly’ town. Keswick, in the Lake District has been crowned the UK’s most
dog friendly town for several years. Some people have come to expect pet-friendly accommodation.
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The importance of
specialist insurance for
your holiday property
If you own a holiday home, cottage, or
apartment in the UK then you’re going
to need specialist insurance which offers
much more than a standard home policy
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If you hire out your holiday
property, you’ll need specific
insurance cover to protect
you against all manner of
risks, including damage or
theft by guests, as well as
loss of rental income, public
liability cover etc.
Chris Nettleton, Director of
Leisuredays highlights some
of the key features of holiday
property insurance.

Holiday property
insurance should include:
Peace of mind with cover for
fire, theft, storm, flood and
malicious damage.
Automatic new for old cover.
Malicious damage
and theft by guests:
Replacing or repairing your
holiday home and contents if
they are damaged or stolen.
Loss of rent:
Substantial cover to make sure
you don’t lose rental income in
the event of a claim.
Legal expenses:
If you get into a dispute or need
help evicting squatters, you’ll get
help to defend your legal rights.
Public liability cover:
Protection from the costs of
accidents, injuries or damage
you are legally responsible for.
Especially important where guests
are using your holiday property.
Pet cover:
If you allow pets to stay in your
holiday home, optional cover is
also available for pet damage
and accidental damage too.

Chris Nettleton
Director at Leisuredays

This is based on a typical
Leisuredays insurance policy.
For more information visit
www.leisuredays.co.uk/cumberland
If your holiday property insurance
cover is due for renewal call
Leisuredays on 01422 396838,
mentioning “Cumberland Building
Society” when you call.
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How to market your
hospitality business
Cutting-edge marketing experts
Bucket & Spade focus on how
to market your property and
get guests booked in

Louiza Rabouhi
Creative Director at Bucket and Spade
bucket-spade.co.uk / 01524 414020

43

In a recent survey by Schofields
Insurance, 1000 UK millennials
(adults aged between 18 and 33)
were asked what they felt was
most important when choosing
their holiday destination. 40.1%
of responders said that ‘how
‘Instagrammable’ the holiday would
be’ was one key factor
in decision-making.
These results identify just how much
importance today’s young adults
place on how their lives appear on
social media.
So how can we adopt these finding
into marketing and creative strategies
within our own hospitality businesses?
In Cumbria and the North West we are
blessed with incredible, Instagramready landscapes, so we are halfway
there, but social shareability is a
valuable currency and the smartest
hotels, restaurants, attractions and
resorts have realised this.
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How to market your hospitality business

Key marketing takeaways
for your business:
1. Brand
Branding is powerful and bigger
chains are creeping up everywhere,
making it a competitive market.
Hire a professional branding agency
to look at your brand. Branding
is more than just your logo; it is
the entire look and feel of your
establishment. Little things that go
the extra mile are also important,
such as branded serviettes or a
branded hamper in hotel rooms,
which give your customer the feelgood factor as well as giving your
business some free viral advertising.

2. Invest in a professionally
designed website
A beautiful and functional website
goes a long way in your business.
Think of it as an extension of your
restaurant or hotel. It is always
best to leave your website up to
a qualified professional to make

sure your user experience and
page performance is up to scratch.
Although it may seem like a large
outlay at first, you will see a return.

3. Use high-quality visuals
and update them regularly
In the hospitality sector, imagery
and video content are your best
assets for getting the attention of
potential customers. Share pictures
and videos of your hotel rooms, any
new dishes and more on your social
media and your webwsite. Update
your web pages and social media
profile pictures and background
pictures on a regular basis.

4. Know your audience’s
personality and match
that on social media
Who is your customer? Take a few
moments to profile them and

then write yourself a list of ideas
and subjects your customer might
be interested in. It is important
to balance engaging content and
promotional offers. Social media
isn’t all about the hard sell; it is vital
to engage with your customer and
nurture them before they decide to
visit you or buy your product.

5. Make your opening hours
and location easy to find
When potential customers arrive
on your homepage, landing pages,
or social media pages, there is
certain information that should be
immediately available to them – your
location, hours of operation, and
contact details. You need to make it
as easy as possible for customers to
get in touch. To help, make sure your
business listing is correct and your
call button works when accessed
from a device.
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Managing your
online reviews
Inviting people to review
your business can be tricky,
but guesthouse owners
Peter & Amanda have
some sound advice

Peter Jacques & Amanda Walker
Owners at Brownber Hall
enquiries@brownberhall.co.uk / 01539 623208
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Online reviews on Tripadvisor
are really important for
helping our future guests
decide whether to book to
stay at Brownber Hall in
Newbiggin-on-Lune, Kirkby
Stephen, instead of one of
our competitors.

“Less positive
comments have
also helped us to
see the service
we are providing
from a different
perspective”

We try to make our guests’
experience start right from the
point of booking, all the way through
until they have checked out and
are thinking about their next trip.
We also try very hard to give
everyone a personal service and
feel completely at home.
We really value the feedback we get
in our reviews. When guests take the
time to write an online review, we
think it is really important to simply
say, ‘Thanks very much!’ It helps future
guests know we really care about our
place and the people who stay there.
Inevitably feedback will not always

be positive, but the less positive
comments have also helped us to
see the service we are providing
from a different perspective,
enabling us to become better.
We always try to give a personalised
and genuine response when replying
to our guests’ online reviews. We
will acknowledge where a guest
has made a good suggestion and
recognise our shortcomings where
we still have more work to do.
Before we came into the industry
we were very worried about the
prospect of our guests being able to
publish online reviews that would
be publicly visible. We worried that
people could put malicious or fake
reviews online. So far this has not
been our experience, and we have
found that people are really just
trying to help other travellers.

Read more about how we helped,
at: cumberland.co.uk/brownber
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Notes
Tax

Page 31 & 34

Bookings
Page 36

Planning
Page 8
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Finance
Page 11

Marketing
Page 43 & 46

Employment

Page 24 & 26 & 28

Any questions?
Call us: 01228 403135
Find us online: Cumberland.co.uk/business
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Call us:
01228 403135
Find us online:
Cumberland.co.uk/business
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