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Exploring Travel VAT
The Results of Our  

Travel Industry Wide VAT Survey
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43%  
agree or somewhat 

agree that VAT  
is a large cost
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VAT. Perhaps not the most glamorous topic of conversation, but getting it right can make a big 
difference to your business. From our experience working with businesses in many different 
sectors, it’s clear that VAT is often complex, sometimes an inconvenience, but rarely given 
centre-stage. In the Travel Industry in particular, VAT can often be important – the industry is 
naturally transaction heavy, internationally based and, of course, the added bonus of TOMS. 
Here at Elman Wall, we know from our dealings across the industry that there is much 
diversity, uncertainty and complexity with VAT… What is TOMS? Can I avoid it? Can I optimise 
it? How do I act as agent instead? What about event management services? We always seek 
to ensure that we understand the VAT issues within the industry widely and fully, and to assist 
the industry as best as we can. 
With this in mind, we launched “Exploring Travel VAT” to help give VAT in the Travel Industry 
the spotlight it deserves. In Autumn 2017, we received responses from over 200 travel 
businesses – tour operators, travel agents, service providers, events organisers and DMCs 
amongst others. The results have proved interesting reading. On the plus side it seems that 
most businesses are happy with their systems and processes, and a lucky few find 
their VAT position simple. However, there is a great deal of uncertainty on areas such 
as TOMS, Brexit, and what the future holds for wholesale packages, and HMRC 
were found somewhat lacking in a few areas. There also appears to be a few missed 
opportunities, and definitely some scope for further guidance on VAT in the industry. 
We have published our results and comments here in this report, and I hope that you  
find these interesting and useful to read.
Finally, thank you very much to all who participated in our survey. We really appreciate and 
value your time and input.
Laura Quirke 
Senior VAT Manager 
Laura.quirke@elmanwall.co.uk 
020 7600 5667 
07415 777348

General VAT  
in the Travel Industry
The majority of the businesses we surveyed were tour operators or travel 
agents, but many other areas were represented. Most have turnover of 
between £1million and £50million and most respondents were owner/
directors or members of the finance team. 

It has always been clear that 
there is no “one size fits all” VAT 
position in the Travel Industry. 
This may not come as a huge 
surprise – there are many different 
types of businesses within the 
sector and, the services offered, 
types of customers, and many 
other factors can make a huge 
difference. Our survey has shown 
a wide variation in the VAT position 
and the way VAT is viewed. 
Unsurprisingly, the top challenge 
faced in the industry is the Tour 
Operators Margin Scheme (TOMS) 
but perhaps more of a surprise 
was that only 52% of businesses 
normally pay to HMRC on their 
VAT returns. This could be for 
many reasons – for example 
those acting as agents may not 
sell anything with a UK “place 
of supply”, wholesale package 
providers are often in a repayment 
position, and many in the sector 
may provide zero rated transport 
or non EU services.
What is clear is that VAT can make 
a big difference to a business’ 
bottom line. 21% agree that VAT 
is a large cost with 22% agreeing 
”somewhat”. This increases 
to 26% and 23% respectively 
when considering the responses 
of owners/directors only. This, 
coupled with only 14% of 
businesses agreeing that VAT is 
“straightforward”, suggests that it 
is worthwhile to ensure an optimal 
VAT postion.
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VAT has a large impact on  
our business decisions
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Multiple VAT 
treatments
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in many 
different 
countries

Difficulty 
obtaining 
invoices

Acting as 
agent

TOMS

5 top VAT 
challenges faced 
by businesses in 
the travel sector:

We are delighted to bring to you the 
results of our VAT survey focusing solely 
on the issues in the Travel Industry – the 
first major survey of its kind. VAT is an 
important tax and we know from our 
many years of experience as accountants 
within the industry that VAT in travel can 
be complex, and is a concern of many 
of our clients. Laura is one of the few 
experts in travel VAT and we are very 
happy to have her on board to help 
decipher travel VAT for you. We hope 
you find the comments and ideas on the 
following pages valuable and insightful. 
Jonathan Wall 
Managing Director 
jonw@elmanwall.co.uk

29%

24%

14% 15% 16%
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The Tour Operators Margin Scheme (TOMS)
TOMS is one of the most common 
terms that crops up for VAT in the 
Travel Industry – how to optimise 
TOMS, how to avoid TOMS, how 
TOMS actually works! 58% of those 
surveyed used the TOMS scheme 
to some extent and, perhaps 
unsurprisingly, only 30% find TOMS 
beneficial to them. TOMS is, believe it 
or not, a “simplification” of the EU VAT 
rules and, if it didn’t exist, it may make 
VAT accounting much more complex 
(for example, by triggering multiple 
VAT registrations or having to review 
VAT for each and every transaction). 
Nonetheless, it doesn’t always get 
great press, especially from those 
selling corporate travel. TOMS is 
currently being reviewed at EU level, 
and VAT accounting for these services 
may change significantly as a result of 
this. To what extent this will affect UK 
businesses, particularly in the wake of 
Brexit, remains to be seen. 

At present, of those businesses in 
TOMS, only 24% feel they are getting 
the optimal TOMS position. From our 
results, there may be a few reasons for 
this: firstly, only 21% have their TOMS 
calculations reviewed by a TOMS 
specialist each year and 39% have 
never had their calculations reviewed 
by a specialist. This is always a good 
idea – firstly varying the services 
you sell over time, can make a big 
difference to your TOMS position, but 
also because TOMS itself has been 
through many changes over the last 
few years, and you may be able to 
take advantage of this. 

Secondly, only 50% of those selling EU 
transport have a transport company 
scheme in place. Under TOMS, the 
margin on EU transport is standard 
rated but a transport company, 
currently, means businesses can get 
the benefit of no VAT on the margin 
on most EU transport. A futher 
point is that 30% of those surveyed, 
use TOMS for wholesale services. 
Wholesale services can be treated 
under TOMS (following the Kingdom 
of Spain decision in 2013) but it is 
not currently compulsory to do so in 
the UK, and many businesses may 
find it beneficial to exclude wholesale 
services from TOMS.

30%  
of businesses 

find TOMS 
beneficial 

30%  
of those using 

TOMS treat 
wholesale services 
under TOMS (which 

is not currently 
compulsory)

Of those 
who sell 

transport, 
only

 50% 
are using 

a transport 
company

36%  
have TOMS annual 

adjustments 
completed by a 
VAT specialist 

(internal or external)
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We avoid TOMS 
for wholesale 

supplies and get a 
competitive edge 
with the current 
VAT treatment of 

packages
Its confusing that 
different countries 

operate TOMS 
differently to the UK 
for many services

Very complex!
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VAT may not always be at the top of 
everyone’s list. For many businesses VAT 
may only get a look in once a quarter, 
once a year, or perhaps only when 
HMRC come knocking. In our survey, 
56% consult a VAT specialist with VAT 
queries, and only 14% always consider 
VAT at the early stages of new products or 
transactions.
In an ideal world, where time and money 
are no object, VAT advice would be taken 
for all transactions but, for the majority 
of businesses, it may be too impractical 
or expensive. Based on our experience, 
there are several “red flag” areas which 
we’d recommend taking advice on (mainly 
due to expensive mistakes we’ve seen, 
many of which could have been dealt with 
quite easily and with little expense at the 
time!) So with the beauty of hindsight, 
these include: new products and services, 
land and property transactions, business 
transactions, input VAT recovery on deal 
fees, TOGCs, property expenditure, any 
unusual transactions, and failing that, 
every ten years. 

Only 10% of those surveyed agree that 
it’s easy to find information on VAT. This 
is not completely surprising - publically 
available information can be very general, 
hard to navigate and, at worst, inaccurate. 
Many VAT principles are decided based 
on ongoing case law and there is a risk 
that public information may be outdated, 
and based on earlier case law or previous 
legislation. As such, it is always best to 
check any key points for your business 
with a specialist or have a good source for 
regular VAT updates.

Getting Advice

Only 

10%
 agree that it’s 

easy to find 
information 

on VAT

14% always 
consider VAT 
at the early 

stages of new 
products or 
transactions

56% 
consult a VAT 

specialist 
(internal or 

external) with 
VAT queries

26% of all businesses surveyed acted as 
agent for some or all services. For travel 
services, one of the most important VAT 
distinctions is whether a business acts 
as principal or agent. Where a business 
acts as a disclosed agent, the TOMS 
rules do not apply because the business 
is not itself “supplying” the services. This 
means agency can be a popular choice, 
especially with those selling to corporate 
customers where it often eliminates 
the VAT cost. (Although interestingly, of 
those surveyed who sell to corporate 
travellers, 62% do use TOMS.) 45% of 
those surveyed found agency a complexity 
which is good news when compared to 
the 68% who find TOMS complex.
In light of the recent changes to the 
Package Travel Directive, some have been 
concerned that this may affect the VAT 

agency position. This is not necessarily 
the case. Our main recommendations for 
agents is to ensure that their contractual 
position is robust in supporting agency 
and that the practical position supports 
this. In determining whether a business 
acts as principal or disclosed agent, 
under current UK case law the contractual 
position is the most important factor 
(although we are expecting further 
challenges to this). In the UK, where 
a contract is clear, this will normally 
conclude the matter, based on a number 
of recent Tribunal decisions and the more 
prevalent 2014 Supreme Court decision 
in Secret Hotels 2 Ltd. Where a contract 
is non-existent or unclear the practical 
position will become more important, and 
this is a common area where businesses 
don’t fully comply.

Acting as Agent

55% 
of agents 

do not find 
their position 

complex

Of agents, 

40% 
are usually in 
a repayment 
position for 

VAT
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Compliance and Invoicing

From our day-to-day chats with clients, 
it appears that experiences with HMRC’s 
VAT team can be a mixed bag, so our 
survey results which showed 34% have 
had good experiences, 37% average, and 
29% poor were not a surprise. Remember 
that HMRC’s role for your business is to 
ensure that the correct amount of VAT is 
paid. They are not “out to get you”, and 
in some cases can provide good support. 
HMRC’s attitude has changed following 
the 2010 new penalty regime so that 
businesses who are genuinely trying hard 

to ensure compliance (albeit may make 
occasional mistakes) should not be fearful 
of HMRC. Having said this, HMRC do not 
always get things correct, and many VAT 
principles can be “grey areas” meaning we 
don’t always agree with HMRC’s views. 
With this in mind, it’s a good idea to ask 
HMRC to put any comments or “rulings” 
in writing (particularly where HMRC 
have disagreed with something in a VAT 
inspection) to be checked over by a VAT 
specialist before agreeing.

Only 20% of people think HMRC’s public 
information is good. HMRC’s public 
guidance can be helpful, but it is useful 
to note that this guidance is not normally 
the law itself and can sometimes be 
misleading, or out of date. The TOMS 
Notice 709/5 is commonly said to be a 
little confusing. It is worth noting here that 
this guidance covers all eventualities for 
TOMS, and much of it may not be relevant 
to your own business.

One of the more surprising results from 
our survey was that 98% of people 
surveyed found the completion of VAT 
returns straightforward. This is great news! 
The online submission of VAT returns 
should be straightforward and quick, 
however often the calculations themselves 
can cause issue – for example, for TOMS 
transactions or returns with multiple 
different type of products. From our survey 
only 4% of businesses find their reporting 
systems poor, so perhaps this explains 
why there is little problem with VAT 
compliance itself. 

VAT errors do occasionally occur even for 
businesses with good systems in place. 
Amounts less than £10k can usually 
be corrected on the next VAT return, 
but errors with values exceeding £10k 
normally need to be disclosed separately. 
This normally nothing to worry about. 
Although there may be a financial penalty 
consideration, for businesses with a 
good track record penalties can often be 
mitigated or suspended.

020 7600 5667  
www.elmanwall.co.uk
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Experience with HMRC
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Many of those surveyed commented that 
the unknown future of Brexit was one of 
the main challenges their business will 
face for VAT purposes and 47% think 
Brexit could have a large impact. We don’t 
disagree! At the moment, we know very 
little about what the VAT landscape may 
look like post Brexit but, if the UK ceases 
to be bound by EU law, it will in theory 
have the freedom to make up its own 
VAT rules. To what extent this is the case 
will depend on what type of relationship 
we have with the EU post-Brexit. At the 
moment, we simply don’t know the detail.
At the time of print, we deduce from the 
UK’s draft Taxation (Cross Border) Trade 
Bill that there is no current may allow for 
a version of TOMS to exist post-Brexit. 
However, TOMS applies to suppliers 
located in EU member states only which 
must therefore bring a question as to 
whether the UK will be able to use the 

TOMS rules post-Brexit. Frustratingly, 
this remains uncertain and very difficult 
for businesses to plan. Perhaps tellingly 
just 14% of those surveyed have fully 
considered Brexit
It is of course exceptionally difficult to start 
planning for VAT and TOMS post-Brexit 
at the moment. It is somewhat reassuring 
that the UK’s transitional period up to the 
end of 2020 currently poses no changes 
to VAT within that time. Once there is a 
clear way forward, it will be important 
to identify the effect on your business 
and work this through in good time, 
to maximise benefits and combat any 
potential drawbacks. Of course, whichever 
way the chips fall, we would hope that 
timescales will give businesses the chance 
to adapt and to ensure that any changes 
to the VAT position are dealt with as 
effectively as possible.

Brexit and Uncertainty in the Future

Have you considered the 
effect of Brexit?

Yes  Somewhat  No

26%27%

14% 15%16%

Could Brexit have a large 
impact on your business?

Yes  Somewhat  No

10%

32%

26%
21%

8%

Most Accountants  
Don’t Understand the 
Travel Industry. 
We certainly didn’t many years ago. Our 
expertise took years to build. Just like 
yours.
Why is it important that we understand 
your industry?
Your travel business was born of a 
passion. Getting it to where it is today has 
required huge effort and energy. And you 
probably have further to go. What’s more, 
the Travel Industry is unlike any other. It’s 
not enough to make a profit.
You must contend with specialist 
legislation and specialist regulatory bodies. 
Your business is forever in the spotlight, 
whether from industry regulators, trade 
associations, banks, bond obligors or 
consumer watchdogs.

Expertise Matters
Quite simply, with travel, there is more to 
know and, crucially, more to get right… 
or wrong. Just try asking a non-specialist 
Accountant how much they know about:
• The EU Package Holiday Directive
• Principal v Agency Status
• ABTA, CAA & IATA regulations
• TOMS VAT
• Research & Development Tax Relief
• Credit Card Merchant Services
That’s why you need specialist help. Your 
business deserves to be in the hands of 
experts as passionate about your industry 
and your success as you are.
We have made it our business to 
understand your industry with one thing in 
mind… so we can add real value to your 
business.
For owner managed businesses, 
this is what has made us the UK’s 
Leading Independent Firm of Travel 
Accountants

Elman Wall  The Travel Accountants

The uncertainly 
on Brexit is 

concerning at 
this stage

Keeping 
on top of 
legislation 

could be a full 
time job!

Click The Links 
Below For Further 
VAT Reading 
TOMS VAT Calculation Example – It Doesn’t 
Have to be a Mountain to Climb
VAT on Wholesale Travel – What are the Options?
How to Act as an Agent for VAT
VAT for events management: TOMS, in-house 
and agency – how is VAT calculated and 
optimised
TOMS and Brexit… the story so far?

https://elmanwall.blog/2017/06/07/toms-vat-calculation-example-it-doesnt-have-to-be-a-mountain-to-climb/
https://elmanwall.blog/2017/06/07/toms-vat-calculation-example-it-doesnt-have-to-be-a-mountain-to-climb/
https://elmanwall.blog/2017/04/25/vat-on-wholesale-travel-what-are-the-options/
https://elmanwall.blog/2017/08/30/how-to-act-as-an-agent-for-vat/
http://elmanwall.blog/2017/05/19/vat-for-events-management-toms-in-house-and-agency-how-is-vat-calculated-and-optimised/
http://elmanwall.blog/2017/05/19/vat-for-events-management-toms-in-house-and-agency-how-is-vat-calculated-and-optimised/
http://elmanwall.blog/2017/05/19/vat-for-events-management-toms-in-house-and-agency-how-is-vat-calculated-and-optimised/
https://elmanwall.blog/2017/04/07/toms-and-brexit-the-story-so-far/
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www.elmanwall.co.uk/travel-industry
Fax: 020 7600 5800 
Email: travel@elmanwall.co.uk
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