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Tax News - VAT
Supreme Court rules on VAT on provision of
accommodation services under ‘commitment
contracts’

On 27 September 2017, the Cyprus Supreme Court issued its
decision in a case involving the application of VAT to
‘commitment contracts’ in the hotel sector where tour operators
do not use all the pre-booked rooms.
Facts
The hotels and tour operators had entered into agreements on
a commitment basis. Based on the provisions of the relevant
contracts, the tour operators booked a specific number of
rooms for their clients for which they were committed to pay,
irrespective of whether or not the rooms were ultimately
required. The court examined the VAT treatment in cases
where the tour operator had not used all of the pre-booked
hotel rooms.
The hotels considered that the amounts received relating to
the unoccupied rooms should be treated as cancellation
charges and, therefore, no VAT should have been declared on
these sums.
Court decision
The plenary session of the court considered that the amounts
paid by the tour operators relate to the provision of a particular
service; namely, the booking of hotel rooms for the use of tour
operators, irrespective of whether the rooms are used.

The failure to fill all the pre-booked hotel rooms should be
considered as an internal issue of the tour operators and not of
the hotel.
Consequently, it is incorrect to treat the amounts received in
respect of pre-booked but ultimately unoccupied rooms as
compensation or a cancellation fee and VAT should have been
accounted for on the revenue.
How does this affect you
Businesses with contracts on a commitment basis or containing
similar provisions, e.g. for cancellation charges, no-show fees,
withholding of deposits etc., should examine the VAT treatment
that has been applied to ensure they comply with the court’s
decision.
How can Deloitte assist you
The Indirect Taxation Team of Deloitte is at your disposal to
discuss any potential impact on your activities in relation to the
above and advise you on any other VAT issues.

Key Contacts
Christos Papamarkides
Partner | Tax & Legal | Indirect Tax Services Leader
Email: cpapamarkides@deloitte.com
Direct line: +357 22 360420
Chrystalla Michael
Director | Tax & Legal | Indirect Tax Services
Email: chmichael@deloitte.com
Direct line: +357 22 360861
Christakis Economou
Director | Tax & Legal | Indirect Tax Services
Email: ceconomou@deloitte.com
Direct line: +357 25 868891

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited
by guarantee (“DTTL”), its network of member firms, and their related entities. DTTL and each of
its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte
Global”) does not provide services to clients. Please see www.deloitte.com/about for a more
detailed description of DTTL and its member firms.
This communication contains general information only, and none of Deloitte Touche Tohmatsu
Limited, its member firms, or their related entities (collectively, the “Deloitte network”) is, by
means of this communication, rendering professional advice or services. No entity in the Deloitte
network shall be responsible for any loss whatsoever sustained by any person who relies on this
communication.
© 2018 Deloitte Limited

