
 
 

PLEASE RESPOND TO HMRC’s VAT CONSULTATION  
 
 
 
          3rd May 2012 
 
 
 
Dear NCC Member 
 
If you oppose the government’s proposal to apply 20% VAT to the sale of Caravan Holiday 
Homes, it is important that you now respond to the HMRC consultation document. 
 
The consultation period closes on Friday 18th May.   
 
Please email your response to: 
David Roberts at:  david.roberts4@hmrc.gsi.gov.uk  
 
Or post to: 
David Roberts 
HMRC, VAT Projects Team, 3C/10, 100 Parliament Street, London SW1A 2BQ 
 
Please copy NCC into your response and return it to info@thencc.org.uk or by post to 
Catherine House, Victoria Road, Aldershot, Hampshire, GU11 1SS 
 
 
 
THE GUIDANCE NOTES BELOW ARE TO HELP YOU PREPARE YOUR RESPONSE 
 
 
HMRC have asked 5 questions in their consultation document. The most important is Question 
16 which relates to the impact the proposal will have on businesses and consumers. 
 
Please remember the response should relate to your business, your place in the wider supply 
chain and the contribution you and your business make to the local economy. 
 
Points you should focus on in your response: 
 
INTRODUCTION  
1. Start with an introduction and give some basic details about your business, where it is, 

how many staff you employ, annual turnover, history of trading, the number of pitches 
and their type on parks you own or manage and put the issue into context by outlining 
how your business is currently doing now, the impact of the downturn in 2008, and what 
the local economic situation is like now. 

 
Copies of our earlier messages for inclusion in representations to your MPs can also be 
used here – to download a copy visit www.thencc.org.uk  
 
2. Why the proposal is unfair and should be withdrawn 

a. ‘Caravans Holiday Homes’ were exempted from Purchase Tax in the Budget of 
1946 because of the post war housing shortage. Holiday caravans were zero 



rated in 1972 Finance Act on that basis alone* and that was reconfirmed in 1989 
No anomaly exists. *That purpose was to extend to residential caravans the relief that 
was afforded to dwellings under Group 5 of Schedule 8 to that Act. This broad 
purpose was stated at paragraph 2 of the Notes on Clauses for the Finance Bill 1972, 
which referred to relief for "houses and other domestic accommodation". The caravans 
in what became Group 9 were akin to houses; they were too large to be towed on the 
road, and were usually permanently sited with some degree of attachment to the land. 
Ministers had decided that residential caravans should be given the same relief as 
houses. 

b. It is a tax on a manufacturing success story that supplies 95% of the UK market 
c. It is does nothing to encourage the retention of holiday spend in the UK 
d. It is a tax on those who can least afford a conventional holiday cottage which is 

VAT exempt  
 

3. HMRC’s proposal is not trying to correct an anomaly; it is creating one 
a. Touring caravans which attract VAT at the standard rate provide short-term holiday 

accommodation and are not designed as dwellings;  
b. Static holiday caravans are anchored to the ground, are owned and used as 

second homes and designed for long stay holiday accommodation. They are two 
completely different products’ 

c. Any comparison should be between static holiday caravans and second homes, not 
touring caravans. Second homes including holiday cottages are not subject to VAT 
and others that are, such as conventional holiday homes subject to occupancy 
restrictions (no different to CHH ), fall out of the standard rate VAT bracket after 3 
years 

d. The ‘anomaly’ was considered  in 1989 and again in 1994 and no change was 
proposed at either time  

e. The original intention was to tax short stay holidays  
 

4. It is a tax on UK Tourism  
a. David Cameron is on record as wanting to increase individuals spend on domestic 

tourism from 36% to 50% and increase local employment through tourism. This 
proposal will have an adverse effect on both these objectives. 

 
LEGISLATION AND TECHNICAL DEFINITIONS 
The questions below appear in the consultation document. You don’t need to answer all the 
questions and you should only comment if you have the necessary expertise and 
knowledge to do so.  Your responses can include any of the bullet points which appear 
below each question as you feel appropriate:  
Q12 Does the proposed new test adequately ensure that all caravans used for holiday 

purposes are standard-rated as intended?  
 
If not, how might the test be adapted?   
 
For example, do you think that it is necessary to introduce a second limb to the test 
to ensure that zero-rating only applies to caravans that meet the British Standard 
3632 and which are also sited or to be sited on land which is not subject to an 
occupancy restriction (e.g. where use of the caravan as a principal place of residence 
is prevented by the terms of a covenant, statutory planning consent or similar 
permission)? 

 The test doesn’t ensure all Caravan Holiday Homes are covered because some holiday 
parks buy and sell homes constructed to BS3632 for holiday accommodation purposes 

 The construction standard does not relate solely to how the product is used or its final 
sited position   

 Regular reviews of construction standards are increasing the build quality and 



efficiency of holiday homes to meet Government Energy Efficiency requirements which 
in themselves will increase costs. Evidence suggests this is increasing costs of production 
by 7% already 

 A second test would be required but at present manufacturers do not necessarily know 
the final destination of a home when selling to a park or a distributor, nor its ultimate 
purpose 

 Planning consents and agreements are not always clear as to the actual use for units on 
parks, and especially where consents were made many decades ago and have not 
been reviewed 

Q13 If the test is adapted along the lines of question 12, what kind of evidence would a 
supplier of a caravan need to obtain in order to be satisfied that the caravan they 
are about to sell will not be sited on land on which there is an occupancy restriction?  
 
How easy will it be for them to obtain this evidence? 

 The manufacturer would not know what planning consents or permissions exist, or the 
site licence conditions that apply to the park where the home is going to be located or 
even what it will be used for.  Obtaining evidence of actual use in advance would be 
at best difficult and at worst impossible. 

 Many local authorities now grant 12 month site licences for holiday parks allowing 
access and use throughout the year  

 Mixed parks – residential and holiday pitches – will require units to be ordered to 
cover both requirements.  Some units can be used both on holiday pitches and 
residential pitches but at the point an order is made, the actual use is not always clear. 

Q14 In VAT law it is not permissible to extend the zero- rate to goods or services that are 
standard-rated.  
 
If the current test in group 9 is replaced with a single test based on British Standard 
3632, would the sale of any caravans that are currently standard-rated inadvertently 
be reclassified as zero-rated? 

 Suggest you do not respond to this question unless you feel conversant with the detailed 
specification contained in BS3632 and the specification for caravan holiday homes.  
The NCC will look to cover this in its detailed response. 

Q15 What would manufacturers of holiday static caravans have to do to make existing 
designs comply with BS 3632 or equivalent?  
 
How much would this cost and what would be the impact on the impact of static 
holiday caravans? 

 Suggest you do not respond to this question unless you feel conversant with the detailed 
specification contained in BS3632 and the specification for caravan holiday homes.  
The NCC will look to cover this in its detailed response. 

BUSINESS IMPACT 
Q16 We have considered impacts on businesses and consumers of the changes on static 

caravans and these are set out in the Table of Impacts below. We would welcome 
comment on these impacts (including any specific impacts on small businesses) and 
would particularly welcome details of any impacts we have not identified. 

This is the singular most important question HMRC are asking. Focus on the impact to your 
business, your staff, your suppliers, the end consumer and the local economy: 
 
 Give your current business position in relation to where it was in 2007 – many NCC 

Members already show a significant downturn in demand/output /turnover from then 
 Focus on the impact the imposition of VAT will have on your business’s current position in 

relation to: 
o Future sales/output/turnover 
 By how much do you anticipate demand will fall? 



 Are you expecting prices to increase? If so by how much? 
 Have sales fallen? 
 Have you already reduced prices?  
 How many empty pitches do you have/will you have by season end? 
 How will the fall in demand affect other income streams?  

 
o Employment 
 Have you laid anyone off? 
 Are you working shortened weeks? 
 What might be the effect on job losses in the future? 

  
o Investment and business values 
 What will happen to the value of your park? 
 If you have financing have you talked to your providers?  
 What has their reaction been? 
 What impact will this have on existing and new investment, and on growth plans 

and associated new jobs?  Either shelved or put on hold 
 Less demand for holiday homes= vacant pitches = less money for park 

development & VAT revenue for HMRC 
 

o The impact on the consumer could be: 
 Reduced new sales as the price will rise significantly = less manufacturing output 

= business failures=more unemployment 
 Less choice  
 Existing owners will see an immediate reduction in the value of their investment 

by 20% and a rise in price of a new home, making upgrading more expensive 
 Used sales may increase but no clear guidance has been given on how/whether 

VAT will be calculated on used transactions 
 Higher insurance premiums 
 Reduction in services/amenities available? As units increase in age would owners 

be able to offset pitch fees with letting income? 
 

o How would your business adapt? 
The Treasury Minister indicated that holiday parks would have other sources of 
income to sustain them - ‘there is a great deal of flexibility’ - which would not be 
affected by the proposal  
 Is that achievable for you? If not why not; if yes how long would it take? 
 Outline what your income streams look like and what income streams would be 

affected by a fall in sales and by how much? 
 How could you make up the shortfall? 
 Do you have a business plan? What will it look like in the future? 
 How long would it take you do adapt if you could adapt – the Treasury want this 

change to take place on 1st October 2012.  Is this reasonable?  If not state why. 
 

o Supply chain and the local economy 
 How many businesses depend on you for business? 
 How many businesses supply a service to you? 
 What will be the impact on them in terms of turnover and employment? 
 If fewer holiday makers come what will the effect be locally? 

 
 

 
 


