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Symbols for procedures

* Consultation procedure
majority of the votes cast

**I Cooperation procedure (first reading)
majority of the votes cast

**II Cooperation procedure (second reading)
majority of the votes cast, to approve the common  position
majority of Parliament’s component Members, to reject or amend 
the common position

*** Assent procedure
majority of Parliament’s component Members except  in cases 
covered by Articles 105, 107, 161 and 300 of the EC Treaty and 
Article 7 of the EU Treaty

***I Codecision procedure (first reading)
majority of the votes cast

***II Codecision procedure (second reading)
majority of the votes cast, to approve the common position
majority of Parliament’s component Members, to reject or amend 
the common position

***III Codecision procedure (third reading)
majority of the votes cast, to approve the joint text

(The type of procedure depends on the legal basis proposed by the 
Commission)

Amendments to a legislative text

In amendments by Parliament, amended text is highlighted in bold italics. 
Highlighting in normal italics is an indication for the relevant departments 
showing parts of the legislative text for which a correction is proposed, to 
assist preparation of the final text (for instance, obvious errors or omissions 
in a given language version). These suggested corrections are subject to the 
agreement of the departments concerned.
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PROCEDURAL PAGE

By letter of 6 March  2002 the Council consulted Parliament, pursuant to Article 93 of the EC 
Treaty on the proposal for a Council directive on amending Directive 77/388/EEC as regards 
the special scheme for travel agents (COM(2002) 64 – 2002/0041(CNS)).

At the sitting of 11 March 2002 the President of Parliament announced that he had referred 
this proposal to the Committee on Economic and Monetary Affairs as the committee 
responsible and the Committee on Regional Policy, Transport and Tourism for its opinion 
(C5-0112/2002).

The Committee on Economic and Monetary Affairs appointed Helena Torres Marques 
rapporteur at its meeting of 19 March 2002.

It considered the Commission proposal and the draft report at its meetings of 20 June 2002 
and 27 August 2002.

At the last meeting it adopted the draft legislative resolution by unanimously.

The following were present for the vote: Christa Randzio-Plath, chairman; José Manuel 
García-Margallo y Marfil, Philippe A.R. Herzog and John Purvis, vice-chairmen; Helena 
Torres Marques, rapporteur; Generoso Andria, Luis Berenguer Fuster (for Pervenche Berès), 
Hans Blokland, Renato Brunetta, Hans Udo Bullmann, Jonathan Evans, Lisbeth Grönfeldt 
Bergman, Christopher Huhne, Pierre Jonckheer (for Alain Lipietz), Othmar Karas, Christoph 
Werner Konrad, Wilfried Kuckelkorn (for Robert Goebbels), Astrid Lulling, Helmuth Markov 
(for Armonia Bordes), Ioannis Patakis, Fernando Pérez Royo, Mikko Pesälä (for Carles-
Alfred Gasòliba i Böhm), Alexander Radwan, Olle Schmidt, Charles Tannock (for Hans-Peter 
Mayer) and Jaime Valdivielso de Cué (for Mónica Ridruejo).

The Committee on Regional Policy, Transport and Tourism decided on 21 March 2002 not to 
deliver an opinion.

The report was tabled on 27 August 2002.
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DRAFT LEGISLATIVE RESOLUTION

European Parliament legislative resolution on the proposal for a Council directive on 
amending Directive 77/388/EEC as regards the special scheme for travel agents 
(COM(2002) 64 – C5-0112/2002 – 2002/0041(CNS))

(Consultation procedure)

The European Parliament,

– having regard to the Commission proposal to the Council (COM(2002) 641),

– having been consulted by the Council pursuant to Article 93 of the EC Treaty 
(C5-0112/2002),

– having regard to Rule 67 of its Rules of  Procedure,

– having regard to the report of the Committee on Economic and Monetary Affairs  
(A5-0274/2002),

1. Approves the Commission proposal as amended;

2. Calls on the Commission to alter its proposal accordingly, pursuant to Article 250(2) of 
the EC Treaty;

3. Calls on the Council to notify Parliament should it intend to depart from the text approved 
by Parliament;

5. Asks to be consulted again if the Council intends to amend the Commission proposal 
substantially;

6. Instructs its President to forward its position to the Council and Commission.

Text proposed by the Commission Amendments by Parliament

Amendment 1
Article 26.2, subparagraph 2a (new)

 A travel agent referred to in the second 
subparagraph shall be permitted to apply 
the special scheme for services supplied 
electronically in order to comply with the 
VAT obligations stemming from such 
supplies to customers residing in the 
Community. 
A travel agent using the special scheme 

1 OJ C 126E 28.5.2002, p. 390-392.
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for services supplied electronically shall 
be considered as a ”non established 
taxable person” within the meaning of 
Article 26c Point A. The provisions of 
Article 26c.B.2-9 and of TITLE III A of 
Regulation 218/92/EEC shall apply 
mutatis mutandis.

Justification

This amendment seeks to ensure that the proposed rules may also be easily applied in 
practice, as well as enforced. While calling for third country suppliers to be taxable when 
supplying customers in the EU, the Commission does not propose any measures to achieve 
that. Therefore, your rapporteur suggest that this be done by using the special scheme for 
electronic services introduced by Council Directive 2002/38/EC amending Directive 77/388 
as regards the value added tax arrangements applicable to certain electronically supplied 
services and radio and television broadcasting services. The two situations are comparable, 
both concern non-established suppliers supplying services to EU customers and the new 
scheme with a single country registration, with revenue allocation, could easily be adapted 
and used for these purposes. It is not desirable to leave this up to each Member State to 
regulate, as this might result in additional and unreasonable administrative burdens on these 
suppliers, as they may, in a worst case scenario, be required to register for VAT in every 
Member State. 

Amendment 2
Article 26.5, subparagraph b (new)

 Where travel services are supplied to a 
customer permanently resident outside the 
Community, those supplies may be 
exempted. 
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Justification

This amendment seeks to create a level playing field between the tour operators based in the 
EU, and those based in third countries.  Under the new regime, as proposed by the 
Commission, EU tour operators would be at a disadvantage when supplying packages to 
tourists from third countries. An EU operator would have to levy up to 25% VAT on the profit 
margin, which, considering the often slender margins in this sector, would make it impossible 
to compete with a company based outside the EU which would not have to levy VAT. Although 
your rapporteur supports a high degree of harmonisation of the VAT system, and thus the 
phasing out of derogations, she nonetheless considers that they sometimes are necessary. It 
should be noted that it is only the actual supply that is exempted, the operator would still have 
to pay VAT on the constituent goods and services without any right of deduction (Article 
26.6). Thus, the services actually enjoyed in the EC such as meals and accommodation would 
still be taxed, in the country of consumption, thus broadly respecting the general principles of 
the VAT system. It is proposed to leave it up to the Member States to decide whether to grant 
such an exemption or not.    
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EXPLANATORY STATEMENT

The main aim of the proposal is to update the special VAT scheme for travel agents which 
was introduced by the sixth VAT Directive from 1977. This special scheme was created due 
to the specific nature of the profession - the services provided by travel agents and tour 
operators most frequently consist of a package of services, in particular transport and 
accommodation, supplied either within or outside the territory of the Member State in which 
the company has established its business or has a fixed establishment. 

The application of the normal rules on place of taxation, taxable amount and deduction of 
input tax would, by reason of the complexity of services and the places in which they are 
provided, entail practical difficulties for those undertakings of such a nature as to obstruct 
their operations. In order to adapt the applicable rules to the specific nature of such 
operations, the Community legislature set up a special VAT scheme in Article 26 of the Sixth 
Directive.

However, the travel industry has undergone tremendous changes since the original scheme 
was devised in the 1970’s. In addition, the application of this scheme differs considerably 
from one Member State to another as the sixth directive provides for several exemptions and 
derogations. It is against that background that the Commissions now proposes a complete 
overhaul of the scheme, seeking to:

 Ensure a more uniform application of the rules by eliminating the many possibilities for 
exemptions and derogations currently contained in the 6th VAT Directive and elsewhere. 

 Adapt the rules to changes in the travel industry, in particular by extending the scope of 
the rules to cover all supplies of travel services; the rules currently in force only apply to 
direct sales between tour operators and customers. However, the travel business today is 
highly specialised which means that more and more travel services are supplied to other 
travel agents or taxable persons. 

 Clarify and simplify the methods for calculating the profit margin.
 Prevent tax avoidance. The current market situation has evolved to such an extent that 

major tour operators have set up branches in countries outside the EU and supply travel 
packages from those third country branches in order to avoid taxation in the EU. This 
distorts competition, which in particular harms SMEs which do not have the resources to 
set up similar operations. The Commission therefore proposes that the supply of a travel 
package that takes place in the EU to an EU established customer should be taxed in the 
EU. 

Your Rapporteur’s Approach

Your rapporteur is generally supportive of the Commission’s proposal. She notes that the 
proposed changes have, for the most part been welcomed by the industry concerned. There 
are, however, two issues that gives rise to a certain degree of concern.

First, your rapporteur wholeheartedly agrees with the Commission’s proposal to include travel 
agents established outside the EU, supplying package tours to customers living in the EU. She 
agrees that this is necessary to prevent tax avoidance, but also to create a truly level playing 
field so that EU based operators do not face unfair competition from outside the EU. 
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However, she is somewhat surprised to by the way in which the proposal is drafted on this 
point. While establishing the (sound) principle that supplies by non-established travel agents 
to EU customers shall be taxable, not one word is said as to how this will be achieved in 
practice, let alone enforced. 

Your rapporteur firmly believes that it is not appropriate to leave this, as the Commission 
implicitly suggests, to the Member States to the decide. This may result in an uneven 
application of the rules, and may even force certain operators to register for VAT in all 
Member States. This would be an excessively  heavy administrative burden for the companies 
concerned. In order to establish a clear legislative framework, which will benefit both 
operators and tax administrations, your rapporteur suggests using the special scheme for 
electronic services which was recently approved by the Council. 

Under the special scheme for electronic services, an operator is only required to register for 
VAT in one Member State, but the rate of VAT charged is that of the country of residence of 
the customer. This revenue is then redistributed between the Member States. That new special 
scheme is easily adapted to the current context as it deals with virtually the same issue: the 
supply of services to customers living in the EU by an operator established outside the EU. 

Your rapporteur is therefore proposing an amendment seeking to ensure that the special 
scheme for electronic services contained in Article 26c shall apply mutatis mutandis to travel 
services supplied by non-established travel agents to EU residents. 

The second issue that your rapporteur would like to raise concerns the various derogations. 
Your rapporteur fully agrees that these shall be abolished as some countries currently apply 
such derogations in a way that distorts the smooth functioning of the Internal Market. 

In this context, an issue that has been raised by many interested parties concerns the 
possibility of introducing a new derogation, namely for package tours to one or more EU 
destinations, supplied to non-EU residents. At a first glance, this seems to be in conflict with 
the basic principles of the Community VAT system, and of the Commission proposal. 

It would not seem to be appropriate to zero-rate (no VAT levied, but with right of deduction 
of input tax) such supplies as this would run counter to the fundamental principle of taxation 
in the country of consumption. The services in question (hotels, restaurants, transport etc) are 
consumed locally, in an EU country and not exported. 

However, if the supply were to be exempted (no VAT levied, no right to deduct input VAT), 
the situation would be quite different as the operator would have to pay VAT on meals, 
accommodation and the other constituent parts of the package without the right of refund, thus 
ensuring that all locally consumed goods and services are taxed locally.

The only thing that would not be taxed is the profit margin. This is necessary in order to 
ensure that EU tour operators are not placed at an disadvantage when supplying package 
holidays to tourists resident outside the Community. As the rules are drafted, the EU industry 
would simply not be able to compete with competitors based in third countries if they gad to 
charge up to 25% VAT on the margin. The risk that this industry would be driven outside the 
EU cannot be neglected. 
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It is proposed to leave it up to the Member States, taking into account the needs and structures 
of its industry, whether to grant such an exemption or not.

Conclusion

Your rapporteur supports the Commission proposal subject to the two amendments outlined 
above. She considers that those amendments are indispensable to ensure that the rules are 
enforceable, and that they can be applied uniformly to all operators, regardless of origin. 

On a final note, she would like to point out that this proposal would be redundant if the 
proposed modifications to the so-called eighth VAT Directive were ever to be adopted. The 
proposal, which was put forward by the Commission in 1998 (COM(98)377), would 
effectively allow companies to deduct VAT paid in another Member State in their normal 
VAT declaration, thus no longer requiring the cumbersome refund procedure. The directive 
was supported by the European Parliament, but has been blocked in the Council for almost 
four years. Your rapporteur can only hope that the Council will take up this matter again, and 
try to make progress, as most businesses in the EU would benefit therefrom as the existing 
refund system is too slow, cumbersome and bureaucratic. 


