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1. What were the policy objectives of the measure?  

Since the 1970s ATOL has provided effective protection to holiday-makers, ensuring that they can 

complete their holiday or obtain a refund in the rare circumstances that a travel company fails. The 

scheme protects over 20 million holiday-makers each year, and it has been the key way in which the 

UK implements the EU Package Travel Directive (PTD 1990) for package holidays that include a 

flight. Steps were taken in 2012 to update the ATOL scheme, and bring it in line with modern trade 

practices.  

In 2012 the government had two overarching policy objectives for reform to the ATOL policy; firstly to 

provide greater clarity to consumers about whether their holiday is ATOL protected; and, secondly to 

ensure that the schemes finances were returned to a sustainable level. To achieve these policy 

objectives:  

• A new Flight-Plus category in the ATOL scheme was created to make clear that ‘mix and 

match’ as well as traditional package holidays were protected 

• Holiday providers were required to issue an ATOL certificate for passengers when they 

booked an ATOL protected holiday or flight 

This would ensure consumers and the travel trade have greater certainty about what holidays are 

ATOL protected and create a more coherent system for businesses selling similar products which 

require ATOL protection.  The intended effects were for: 

• Consumers, the travel industry and the Civil Aviation Authority (the ATOL regulator) to have 

more clarity and legal certainty about whether a holiday is ATOL protected  

• The scheme's finances to be stabilised and in the medium term to reduce the £2.50 per 

booking ATOL Protection Contribution (APC) 

• The Government's guarantee to be safeguarded and in the medium term withdrawn so that 

holidaymakers and travel trade meet the full cost of ATOL 

The amendments were made under The Civil Aviation (Air Travel Organisers’ Licensing) Regulations 

2012. The introduction of the regulations to create a new Flight-Plus category and ATOL certificate 

came into effect on 30th April 2012. These went a long way to realising the aims of improving clarity 

around the provision of ATOL protection for holidays.  However primary legislation was also needed 

to broaden the Secretary of State's existing regulation-making power.   Section 71 of the Civil Aviation 

Act 1982 was amended to enable the ATOL regulations to require airlines to protect their package 

and Flight-Plus holiday sales.  The amendments to section 71 also included a power to enable the 

Secretary of State to require holidays including a flight, procured under an agent for the consumer 

(A4C) model to be brought into the ATOL scheme. In the ATOL “call for evidence” published in May 

2013, the Coalition Government indicated that they did not intend on using this Agent for the 
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Consumer power, while negotiations were continuing about the scope and shape of an updated EU 

Package Travel Directive1. In the meantime, the CAA has reached an agreement to licence A4C 

businesses, who receive a 50% cost saving on their APC contributions.    

In 2012, the Department for Transport (DfT) produced two Impact Assessments2 3, which assessed 

the need for action. The first IA assessed the regulations and the second IA assessed the primary 

legislation required to bring about the proposed reform to ATOL. 

Further reforms are currently being taken to build upon these changes and make sure that ATOL 

keeps pace with a changing travel market. In particular, a new EU Directive on package travel and 

linked travel arrangements (PTD 2015) (2015/2302/EU)4, has been introduced to bring similar, but 

further reaching improvements to consumer protection across Europe. The DfT is working with the 

Department for Business, Energy and Industrial Strategy (BEIS) to develop joined up sets of 

regulations to implement the PTD 2015 as a whole. This will ensure ATOL can align with the PTD 

2015 when it comes into force on 1 July 2018. 

On 23 June 2016, the EU referendum took place and the people of the United Kingdom voted to 
leave the European Union. The government respected the result and triggered Article 50 of the Treaty 
on European Union on 29th March 2017 to begin the process of exit. Until exit negotiations are 
concluded, the UK remains a full member of the European Union and all the rights and obligations of 
EU membership remain in force. The Package Travel Directive will be brought into force in the UK in 
2018, and will then be retained in UK law after we leave the EU.  

Going forward we are also continuing to consider further reforms to ensure insolvency protection 

works for consumers and business, while minimising the risk for the Government and taxpayer. That 

is why we announced in the Autumn Budget 2017, our plans to carry out a review led by an 

independent chair, into consumer protection in the event of an airline or travel company failure. This 

will draw on lessons from the Monarch collapse and consider both repatriation and refund protection 

to identify the market reforms necessary to ensure passengers are protected.  A final report and 

recommendations will be made to the Secretary of State by the end of 2018. 

2. What evidence has informed the PIR?  

The PIR falls during the transposition of an EU Directive which will alter the policy under 

evaluation and also change the setting in which further policy development will take place. As a 

result, we have considered (following discussion with the RPC Secretariat5) the value in 

conducting a detailed PIR, against how useful any answers would be in furthering the evidence 

base for the future transposition of the PTD 2015. We have concluded that a desktop review that 

incorporates consultation evidence and CAA monitoring data would be sufficient and appropriate 

for this Post-Implementation Review (PIR). 

This is consistent with the advice provided by the RPC and Cross Government Evaluation Group 

in conjunction with the Better Regulation Framework Manual and the Magenta Book on 

evaluation which recommends that the level of evidence collected and scale of the review should 

be proportionate. The guide also recommends considering the impacts of a stronger evidence 

base depending on whether the regulation is contentious, novel or risky and whether there is a 

lack of available data sources. In the context of this PIR, a formal consultation exercise which 
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involved a number of workshops with key stakeholders ensured the efficient level of gathering of 

relevant data. 

What forms of monitoring data were collected? 

Data was gathered from the CAA covering; 

• ATOL licence applications and licences issued by the CAA 

• ATOL holder data on number of businesses and total licenced passengers 

• Air Travel Trust Fund financial reporting  

• CAA Consumer Awareness survey 

• Additional CAA workshops/consultation questions 

What evaluation approaches were used? 

The approach used evaluated the impact of the ATOL 2012 Regulations.  Bearing in mind the 

changing policy context and current alignment of ATOL to the  PTD 2015, we considered if the 

policy: 

• has achieved its original objectives; 

• has objectives which are still valid;  

• has had any unintended impacts; 

• is still required and remains the best option for achieving those objectives; and  

• can be improved to reduce the burden on business and its overall costs 

 

How have stakeholder views been collected? 

On 28th October 2016, the Government launched a consultation on proposals to strengthen the 

ATOL scheme in line with the Package Travel Directive 2015 (PTD 2015). The consultation also 

invited views on the impact and success of the reforms to the ATOL scheme that were made in 

2012. The consultation closed on 24th November 2016.  

We have also worked closely with the CAA who were able to provide useful monitoring data 

relating to the ATOL scheme, the performance of the Air Travel Trust Fund (ATTF) and consumer 

awareness. The CAA have also consulted on their views regarding the implementation and 

success of the 2012 regulations which have also been included in our findings. 

The consultation document and the government response to consultation have been published 

on gov.uk6.  Further details on the stakeholder consultation exercise can be found in Annex A. 

The Consumer Awareness survey and analysis can be found in Annex D. 

Assessment of risks or uncertainties in the evidence base  

The Consultation resulted in 58 written responses. Only 29 stakeholders responded to section 3 of 

the consultation document which covered the 2012 regulations. The remaining 35 chose not to 

comment on this section and have therefore been considered neutral. The consultation also involved 

3 formal workshops held in London and Manchester in which around 100 representatives across the 

industry attended to express their views. The sample represented a wide range of stakeholders 

covering leisure travel, aviation, finance, legal and consumer protection around the UK. The broad 

range of respondents provided a useful and rounded opinion on the policy questions set out in the 

consultation giving us a broad enough spectrum of opinion to base our findings on. It should be noted 

that the questions put to stakeholders relating to the 2012 regulations were open ended and 

qualitative in nature which has not allowed for a statistical analysis of stakeholder views.  



 

                                                           
7 22 out of the 29 who responded to Section 3 on the 2012 regulations were either positive or at least neutral to 
the changes. 7 stakeholders responded negatively, although some of these negative responses were targeted 
more generally at the ATOL scheme and protection system as opposed to the specific 2012 amendments 
themselves. 35 choose not to comment on this section and we have assumed therefore are neutral to the 
changes.   

 

The CAA consumer awareness survey has been running since 2013. The survey took place in 

Gatwick and Manchester airports from July to September with 500 questionnaires per site asking 

UK Leisure passengers only. This gives a reasonable sample size of 1,000 consumers. These 

conditions are identical to the preceding years ensuring the results are comparable. Due to the 

limited length of the time series it is too early to determine the possibility of causality rather than a 

merely correlative relationship. The results at least point toward a positive upward trend although 

it is not empirically certain that this was caused by the measures.  

 

 

3. To what extent have the policy objectives been achieved? 

The 2012 ATOL regulations had two overarching policy objectives for reform to the ATOL policy. 

The first key objective was to ensure consumers, the travel industry and the Civil Aviation 

Authority have more clarity and legal certainty about whether a holiday is ATOL protected.  

 

Evidence based on the CAA’s commissioned consumer awareness surveys suggests that since 

the introduction of the 2012 regulations and the ATOL certificate, consumer awareness has vastly 

improved.  The percentage of respondents who say they know how their holiday is protected and 

is protected by ATOL has continued to rise. Prompted scores have increased from 20% in the 

first year to 56% in 2015. The percentage of respondents who say that they are protected under 

ATOL and receive information about their protection has also increased from 61% in 2013 to 91% 

in 2015. The survey evidence shows that since the 2012 regulation, there have been 

improvements in consumers’ understanding of insolvency protection, and that they recognise its 

importance and are aware of whether it applies to their bookings. 

 

Views from industry sought through consultation were mixed in their responses, the vast majority 

of respondents were generally positive or at least neutral in their opinions toward the 2012 

regulations7 and the changes that these have brought. From reviewing all the evidence that we 

have collected through our stakeholder engagement exercise, we believe that the 2012 

regulations have been a useful development for helping to strengthen consumer protection and 

improve clarity in relation to the ATOL scheme. The 2012 regulations have been a necessary 

‘stepping stone’ to enable the industry to migrate more gradually into a more widely applicable 

financial protection regime. We look to build on what we have already achieved to help 

strengthen the ATOL scheme as we implement the EU (2015) Package Travel Directive in 2018.  

 

Responses from the CAA highlight the importance of the 2012 Regulations in ending the common 

practice of travel businesses selling ‘dynamic holidays’ with limited or no financial protection. 

However, with regard to legal certainty the CAA did highlight that the Agent for Consumer 

loophole has not been resolved by the 2012 regulations, as the relevant clause has not been 

implemented. This is discussed in more detail in response to question 5. The CAA is very positive 

with regard to the introduction of the ATOL certificate and Flight-Plus, and they have stated that 

the cost implications on the organisation have been minimal.  

 

The second overarching objective was to ensure that the schemes finances were returned to a 

sustainable level. Based on reviewing the ATTF financial accounts, the scheme finances have 

been returned to a more sustainable financial position. The Fund had been in deficit since 1996 
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and entered into surplus towards the start of 2013. As of the end of the financial year 2015/16 the 

Fund was in surplus of £139 million compared to an £18.5 million deficit in 20128. 

 

The Trustees of the Fund have carefully considered current financial models including sensitivity 

analysis towards large failures. In the current context of the funds cash balances, banking 

facilities and insurance arrangements available to the Trust, there is a reasonable level of 

assurance to the Trustees that the Trust has adequate resources to continue in operational 

existence for the foreseeable future. The improved capitalisation of the fund has meant that the 

banking facilities available to the Trust no longer involves a government guarantee. The improved 

capitalisation of the fund has reduced the risk of potential exposure for Government.  Further, we 

are in the process of updating the ATOL scheme to implement a PTD 2015, which will change the 

scope of the ATOL scheme and the business models that it covers. It is too early to know how 

this, or the UK’s exit from the EU, will have an impact on the portfolio of risks covered by the 

ATOL scheme and the capital requirements of the fund. That is why we have indicated in the 

recent ATOL consultation (October 2016) that we will continue to consider the financial 

sustainability of the fund, as we implement the PTD 2015 and any longer term reform of the UK’s 

insolvency protection regime9. 

For more details regarding the review of the 2012 regulations and extent to which the objectives 

and intended effects have been achieved please see Annex B. The above represents a high 

level summary.  

Following our analysis of the evidence we believe that the ATOL 2012 regulations have been 

successful. We feel that significant progress has been made towards achieving the two 

overarching objectives discussed above. These objectives are still relevant for the future and we 

will continue to look for further ways to ensure consumer, CAA and industry clarity is improved 

and the schemes finances are managed sustainably. The unintended consequences as a result 

of the regulation changes have been minimal. Any consequences that have been highlighted as a 

result of the regulation changes will be considered as we look to strengthen the ATOL scheme in 

line with implementing the PTD 2015. No significant actions have come to light to help reduce the 

burden on business but this is something that we continue to look into when considering future 

amendments to the ATOL scheme in the medium to long term. We propose that the 2012 

regulation should remain in place. Following alignment with the PTD 2015 in 2018, this will 

ensure that all Flight-Plus (and other forms of combined travel) and Package sales are treated 

the same under the new broader definition of ‘package’.    

4. What were the original assumptions? 

For the purposes of the 2012 impact assessments for the primary and secondary legislation 

changes, the costs and benefits of the policy options were monetised to the extent that was 

possible. Given the limitations of the available evidence base, it was not possible to fully 



 

monetise all of the impacts and where it was not possible, a full qualitative description of the 

cost or benefit was provided. Due to the limitations of the available evidence base, a number 

of assumptions had to be made. It should be noted that the estimates of the monetised costs 

and benefits that were presented in the impact assessments were sensitive to the 

assumptions that were made, and should therefore be interpreted as indicative estimates of 

the order of magnitude of these costs and benefits. The main costs and benefits estimated 

are highlighted below along with an assessment of the key assumptions.   

 

 

 

Primary legislation 

The main costs were estimated to be for Airlines and travel businesses selling holidays 

covered by the scheme who would face additional costs from paying a per passenger 

protection charge (APC) (£44.6m to £66.1m), supplier failure insurance premiums (£23.3m  

to £39.9m) and, for a small number of airlines, licensing costs (£0.0m to £0.1m). There 

would be additional costs from meeting refund and repatriation claims from passengers 

whose airline or travel company became insolvent (£21.7m to £32.1m). Airlines and travel 

businesses would also face additional costs from producing and distributing ATOL 

certificates. 

 

The main benefits identified were passengers benefiting from an extension of protection to 

holidays previously uncovered, estimated to be between £55m to £165m. Airlines and travel 

businesses would benefit from pay-outs under supplier failure insurance policies, estimated 

to be between £16.3m to £27.9m. Per passenger protection payments (APC) would 

represent income to the ATTF of £44.6m to £66.1m. All consumers purchasing ATOL 

protected holidays would also benefit from greater clarity about whether their holiday is 

ATOL protected. Consumers would benefit from a more consistent and coherent regulatory 

framework for businesses facilitates improved competition and transparency. 

 

The impact assessment reports benefits (£187.4m in 2012 prices) which significantly 

outweighed the costs (£114.1m in 2011 prices) and a net cost to business per year of £6-9m 

(EANCB on 2009 prices). 

 

Secondary legislation 

The main costs were estimated to be for businesses selling Flight-Plus holidays brought into 

ATOL who would face transitional costs from obtaining licences and providing bonds to the 

Civil Aviation Authority (CAA) for 4 years (£18.2m NPV). The largest recurring cost would be 

from supplier failure insurance premiums paid by Flight-Plus arrangers (£72.2m), followed 

by additional costs to the ATOL scheme from providing refunds and repatriation to Flight-

Plus holidaymakers (£37.4m). Additional net APC payments of £8.5m and ongoing licensing 

costs of £7.2m. All businesses selling ATOL protected holidays and flights would face a 

transitional cost from developing systems to provide improved information to consumers, in 

place of existing information requirements. There would also be recurring costs from 

producing and distributing it, expected to be very small on a unit cost basis. 

 

The main benefits identified were for consumers on Flight-Plus holidays benefiting from full 

ATOL protection, estimated to be between £60.4m and £120.9m. Businesses would benefit 

from pay-outs under supplier failure insurance, estimated to be £50.6m. The scheme would 

benefit from additional net APC receipts of £8.5m. All ATOL customers would benefit from 

greater clarity about whether their holiday is ATOL protected on not. The Government would 

benefit from the stronger position of ATOL finances, safeguarding its guarantee, which 



 

supported the scheme's borrowing of £30m (correct at the time of writing). The CAA would 

benefit from reduced exposure to the scheme's debts that are not supported by the 

guarantee. The increased clarity for consumers means the FCO's Consular Service would 

benefit from reduced demands for assistance from holidaymakers. 

 

The impact assessment reports benefits (£149.7m in 2012 prices) which outweigh the costs 

(£143.5m in 2011 prices) and a net cost to business per year of £6.5m (EANCB on 2009 

prices). 

 

 

What have been the actual costs and benefits of the regulation and its effects on 

business?  

A revised IA would only be produced if there was relevant new information that came to light 

that a significant change was required to the 2012 regulation changes. No such information 

has been found either through our analysis of evidence provided via the CAA or through our 

consultation exercise and so no full assessment of costs/benefits has been produced to 

update on the figures in the 2012 IA’s. We have recently produced an Impact assessment 

(DfT00375) which covers the primary legislation required to strengthen the ATOL scheme in 

order to partially implement the new Package Travel Directive (2015). We are now currently 

working on producing the secondary regulations Impact assessment which will be required 

towards the end of 2017. 

 

Given the uncertainties, both high and low scenarios were presented in the original 2012 

impact assessments.  The key assumptions used in both impact assessments have been 

reviewed. The assumptions presented were based on an appropriate level of evidence at 

the time of writing.  Based on our high level comparison of the original assumptions with the 

evidence collected the central assumptions were considered reasonable.  An overview of 

the original assumptions used and a high level assessment of the estimated costs vs the 

actual costs can be found in Annex C. The headline cost estimates are summarised in 

Figure 1 below: 

 
Figure 1  High level cost assessment 

Headline Cost Primary IA 
(Airline 
Flight-Plus 
and Agency 
agreements) 
(10 year 
period, 2012 
£, PV) 

Secondary 
IA (Flight  
-Plus) (10 
year period, 
2012 £, PV ) 

Combined 
estimated 
impact  
(10 year 
period, 2012 
£, PV) 

Actual  
(2012-
2016) 

An updated 
Cost Estimate 
over the 10 
year period (10 
year period, 
2012 £, PV)  

APC (reciprocal 
benefit to 
passengers/ATTF 
income) 

£66.1m £8.5m  £74.6m £31.3m £71.41m  

Net Insurance 
payments (Cost 
of premiums 
minus insurance 
pay-outs) 

£12m   £21.6m  
 

£33.6m Unknown  £24.42m  

Refunds and 
Repatriation 

£32.1m £37.4m  £69.5m 
 

£0.5m   
 

£16.52m 
 

Licencing 
costs/bonding/ 
familiarisation/ 
software 

£0.1m  £25.4m 
 

£25.5m 
 

£0.45m £0.71m 
 

The number of additional protected packages brought into ATOL as a result of the 

regulations and the rate of APC were two key risks/uncertainties at the time of writing. The 



 

number of packages brought into ATOL and the number of new firms joining the ATOL 

scheme were lower than originally anticipated. This has been the main driver for the 

difference in estimated costs vs actual costs.  Regarding the APC contribution rate, for 

modelling purposes it was assumed to be £2.50 for the first 2-4 years and then £1.50 

thereafter. While the Impact Assessment in 2012 indicated this was a “plausible assumption” 

given “considerable uncertainty”, it was clear that this did not represent a commitment or a 

specific aim. The reality was that the APC contribution rate has remained at £2.50 for most 

ATOL holders. The fact that the cost estimate for APC is broadly in line with the actual cost 

is a result of the lower APC rate assumption being offset by the higher number of packages 

assumed to be brought in as a result of the regulations. Although the APC represents a cost 

to business, it is also income to the ATTF and therefore seen as a reciprocal benefit. Further 

discussion of this and a more detailed breakdown of the cost estimates are provided in 

Annex C.  

 

5. Were there any unintended consequences? 
The vast majority of respondents to the consultation thought that the 2012 regulations 

placed neither a competitive advantage nor disadvantage on UK firms. Only 3 

stakeholders explicitly stated they felt the 2012 regulations had led to some form of 

competitive disadvantage. Two firms referred to the agent for consumer loophole and 

firms acting as agents not adequately providing the equivalent level of protection. This is 

discussed in more detail below.  

 

The third firm stated that a disadvantage exists as other EU countries do not have the 

same financial criteria. The respondent did not provide any further discussion on this 

point. We hope that this issue will be resolved as we look to implement the new PTD. 

The PTD 2015 aims to promote a level playing field for businesses across the EU by 

harmonising rules and removing obstacles to cross-border trade. If we assume that all 

Member States transpose the PTD 2015 at an equivalent level, there should not be 

much difference in attractiveness to businesses across Europe purely on the basis of 

insolvency protection. 

 

The majority of respondents stated there were no unintended effects following the 2012 

regulations. Only 1 stakeholder specifically stated they felt the 2012 regulations had led 

to unintended consequences. They stated that “the Flight-Plus’ category has 

substantially weakened consumer protection because it has enabled several major travel 

industry players to act as agents rather than principals - and even to act as agents for 

the consumer.” 

 

As this business owner touches on above, the 2012 regulations have not resolved the 

‘Agent for Consumer’ loophole, as the relevant clause has not been implemented 

(discussed in more detail in Annex B).  This relates to travel businesses acting as 

agents who arrange and sell flight-based holidays to UK consumers without (as they 

interpreted the law) the need to provide ATOL protection.  The CAA disputed the legal 

interpretation but, in order to avoid the need for litigation pending new legislation, 

overcame this issue by entering into compromise agreements with online agents.  Under 

these agreements, travel businesses agree to treat sales they believe are A4C as 

licensable in return for a 50% cost saving on their APC contributions.  

 

This has been a short term solution that should be resolved when implementing the new 

European Package Travel Directive in 2018.  The PTD 2015, which will reinforce the 

ATOL reform measures already taken, includes a broader and clearer definition of what 



 

constitutes a “package”.  It provides clarity on areas that have been open to 

interpretation in the existing regulatory framework, including businesses that act as 

agent for the consumer. In particular, it confirms that a trader will not be able to avoid 

their obligations, simply by presenting themselves as an agent acting for the traveller. 

This is a clear indication that PTD 2015 applies to businesses acting as A4C. It is our 

intention that these businesses will be brought into the full scope of the ATOL scheme 

by 2018. 

 

6. Has the evidence identified any opportunities for reducing the burden on 

business?  

The current regime for implementation of the Package Travel Directive in the UK 

involves a separate approach for holidays including a flight to those that do not include a 

flight.  These two systems of financial protection are the responsibility of two different 

government departments, being DfT and BEIS. BEIS is responsible for the overall 

Package Travel Regulations (PTRs) and DfT is responsible for the ATOL Regulations. 

Generally, under these regulations a business selling a holiday which includes a flight 

must use the ATOL licensing scheme unless they are an airline or are otherwise exempt, 

whereas a business selling other package holidays (e.g. train or coach holiday) and 

those selling flight packages which are not protected under ATOL must protect their 

customers through bonding, insurance or trust accounts.   

A representative of 120 specialist tour operators indicated that this can add many hours 

of unnecessary compliance work and additional costs. Another respondent (a large 

travel operator) stated “the monthly/annual reporting requirements as well as the annual 

licence renewals can be costly to businesses both in terms of employee time as well as 

external audit fees. Such costs could be decreased substantially were the various 

regulatory bodies consolidated”. Although this does not relate specifically to the 2012 

regulations this will be something for future consideration when thinking about long term 

reform of ATOL and the wider insolvency protection reform within the UK travel market 

to ensure the burden place on business is limited.  

15 out of the 58 responses to consultation classed themselves as small or micro 

businesses. The number of small and micro businesses make up a large proportion of 

the total number of businesses operating under ATOL (see figure 2). Two small 

businesses owners emphasised the level of burden the regulations place on themselves 

as individuals. One of these business owners stated that they give up their weekend to 

apply for their ATOL licence.  The other micro business owner stated that ‘the 

regulations and licences are very onerous to small business like mine, and the less of 

them the better, as long as the final result is that consumers are protected”.   

It should be noted that these businesses responses on the level of burden placed on 

themselves as individuals refer to the ATOL scheme in general and are not a direct by-

product of the 2012 regulations. These small businesses are currently able to take 

advantage of two (less burdensome and costly) approaches to achieve compliance with 

the ATOL scheme. These are through Small Business ATOL licences and through ATOL 

Accredited Bodies. Accredited Bodies help to spread the fixed costs by allowing other 

firms to trade under their licence. They have conditions of membership but also supply 

other services such as booking systems and payment facilities.  

Despite this, it is clear that applying for licenses and taking the time to understand 

changes to existing regulations can place a large burden on some small business 

owners. As we move towards implementing the new PTD we will be engaging with 

stakeholders and industry through consultation and external engagement events to 



 

 

 

 

 

 

 

 

ensure business have the right information and the impact on small business owners is 

minimised where possible.  

Looking ahead to the new EU PTD 2015, we anticipate businesses will face lower 

barriers to trade when selling to consumers across Europe, as they will no longer have 

to comply with different insolvency schemes in each Member State they operate in. This 

is because businesses will be able to operate under the insolvency protection scheme in 

the country in which they are established, even when selling to consumers in the EU. 

This will vastly reduce the burdens on these businesses.  

 

Top ATOL 
Licence 
holders  

Number of 
passengers covered 
(millions) 

Proportion of all 
licensed 
passengers  

3 10.1  39% 

10 15.4 59% 

20 18.1 70% 

30 19.4 75% 

Total: 2,068 25.9 100% 

Figure 2: 2016 Breakdown of ATOL holders 

7.  For EU measures, how does the UK’s implementation compare with that 

in other EU member states in terms of costs to business? 

The steps taken in 2012 to update the ATOL scheme, and bring it in line with modern trade 

practices were specifically a domestic measure.  



 

 

 

 

Annex A   

Background to the ATOL 2016 Consultation  

On 28th October 2016, the Government launched a consultation on proposals to strengthen 

the ATOL scheme in line with the Package Travel Directive 2015 (PTD 2015). The 

consultation closed on 24th November 2016. Three consultation workshops were held, two 

being in London and one in Manchester. In total we received 58 written responses from a 

range of stakeholders (covering leisure travel, aviation, finance, legal and consumer 

protection) around the UK. Plus additional feedback was collected at the workshops held 

with industry. The broad range of respondents provides a useful and rounded opinion on the 

policy proposals set out in the consultation. 

This was the first stage of consultation on the implementation of PTD 2015, and was 

primarily focussed on seeking views on the primary legislation changes we propose to make 

to the ATOL scheme. 

The consultation also invited views on whether the impact of the reforms to the ATOL 

scheme that were made in 2012 under The Civil Aviation (Air Travel Organisers’ Licensing) 

Regulations 2012. This relates to section 3 of the consultation document which is published 

on gov.uk.  The relevant sections and government response to consultation can be found at 

the below links. 

• https://www.gov.uk/government/consultations/atol-reform-modernising-consumer-

protection 

 

How many stakeholders were invited to participate in the consultation? 

• The Consultation was sent to approximately10 280 stakeholders. 

• In addition to the 280 stakeholders directly emailed, the CAA emailed all 

ATOL licence holders to provide a link to the consultation document, and 

several trade bodies also circulated to their Members. 

How was the list of stakeholders compiled? 

• The stakeholder list was compiled by reviewing and updating the stakeholder 

lists used in the previous ATOL call for evidence, and subsequent stakeholder 

events. Updates were also sought from the Department for Business, Energy 

and Industrial strategy, the CAA and some trade bodies. 

Did you receive feedback from all the main stakeholders? 

                                                           
10 This number excludes bounce back email addresses and only includes emails that were successfully received. 



 

• All the main stakeholders including representatives from the regulatory, legal, 

financial, tour operator and major airlines, responded to the consultation. 

 

 

 

Numbers of responses received from the main sectors e.g. leisure, travel, aviation, 

finance, legal & consumer protection. 

Regulatory / 

consumer 

bodies 

Legal Financial Trade 

bodies 

Leisure travel 

businesses 

Aviation travel 

business 

7 3 8 5 31 4 

 

Did any key sectors not respond? 

• All key sectors responded. 

 

What was the sample size? 

• The Consultation was sent to around 265 stakeholders of which 58 

responded in writing and around 100 attended the consultation events in 

person. 

• Only 29 stakeholders responded to section 3 of the consultation document 

which covered the 2012 regulations. The remaining 35 choose not to 

comment on this section and have therefore been considered neutral in their 

response.  

How many stakeholders attended the Consultation seminars? 

• 3 seminars were held, 1 in Manchester and 2 in London. In total 94 

stakeholders attended the sessions. 

 

Key themes raised in consultation with Industry 

Central themes in favour of the regulations: 

• 22 out of the 29 stakeholders who responded to section 3 in the consultation 

were either neutral or provided some form of positive feedback 

complementing the 2012 regulations (whether it was in reference to Flight-

Plus, the ATOL certificate or the regulations in general). Some examples are 

highlighted below.  

•  “Flight-Plus has helped my small-medium businesses to compete with the 

large multi nationals”. 

• “The 2012 changes were necessary”. 



 

•  “The cost of the 2012 regulations were worth paying for a clearer simple way 

of protecting all clients”. 

• “The ATOL certificate provides useful information”, 6 respondents specifically 

highlighted the benefits that the ATOL certificate has brought and praised its 

introduction.  

 

Central themes criticising the regulations: 

• 7 stakeholders responded negatively and pointed towards their frustrations 

with the regulations and current system. Responses ranged from high cost 

and resource implications to unfairness and weaker consumer protection as a 

result of Agent for Consumer loophole. 

• Three stakeholders specifically indicated that the regulations were costly to 

implement, one stated the costs as ‘significant’. However 7 stakeholder 

indicated minimal or no costs. Two of these respondents stated that their 

costs were absorbed by their technology provider or scheduled IT upgrades. 

Others chose not to comment or were unable to quantify.      

• 2 stakeholders independently referenced the burden of compliance with 

adhering to two separate systems that are currently in place for non-flight 

holidays (PTR’s under BEIS) and flight-holidays and (ATOL under DfT). 

These costs do not relate specifically to the 2012 regulations.  

• 3 stakeholders specifically questioned the need for the ATOL certificate and 

whether it added value. 

• 3 stakeholders indicated that they thought the regulations were primarily used 

to bring in the online travel agents who were previously operating in an 

unregulated manner.  

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

Annex B 

Review of the ATOL 2012 regulations    

Financial sustainability of the ATTF 

The ATOL scheme and PTD have existed for decades and pre-date the way consumers 

increasingly book holidays. Both of them are currently being revised to ensure they remain fit 

for purpose in regulating the modern travel industry providing consumer protection and 

clarity. The prime purpose of the ATOL reform programme has been to put the scheme on a 

more sustainable financial footing after spending many years in deficit; to deregulate and 

have the industry take more responsibility for protecting its own customers’ money; and to 

reduce the potential exposure for Government. 

The Air Travel Trust funds the cost of administering ATOL’s financial protection system, its 

primary purpose is to provide compensation for consumers. Licensed businesses make 

contributions to the Air Travel Trust Fund (ATTF), which then pays out when a licensed 

business collapses. These are made through the ATOL Protection Contribution (APC), 

which is a £2.50 levy per passenger per booking. The Fund is administered on behalf of the 

Air Travel Trust (ATT) by the Civil Aviation Authority. This is a public fund that is used in the 

event of operator failure (insolvency) to ensure protected consumers can be refunded or 

repatriated.  

For many years the ATTF did not have any income. It was operated as a reserve fund under 

the previous ATOL universal bonding model, to be called on in the event that the bonds held 

by businesses proved inadequate to repay or repatriate their customers. It had operated at a 

deficit since 1996. In 2008 the APC levy was introduced to replace the bonding model 

(except for businesses whose riskiness justified additional measures). The intention has 

been to gradually eliminate the deficit and build up a self-sustaining central fund that would 

be used to repatriate and meet refunds by customers of failed ATOL holders. This is 

consistent with Government policy that insolvency protection should be funded by the travel 

industry and its customers, rather than general taxpayers.   



 

Figure 3 shows the change in APC income and the balance of the ATT Fund in millions of 

pounds from 2009 to 2015: 

 

    Figure 3:  ATTF Financial Position 

An APC of £1 was introduced in April 2008 and went up to £2.50 with effect from October 

2009. The ATT Fund was in deficit from 2009 to 2012, but since 2013 the Fund has been in 

surplus. The Air Travel Trust Fund published its Financial Statements for the year ended 31 

March 2016, reporting a surplus of £139 million. 

The Fund returning to surplus has been a result of; 

• An increase in the APC contribution rate in 2009  

• An increase in the total number of protected passengers11 covered by ATOL and 

therefore an increase in the number of APC payments being made 

• A relatively low level of costs of refunds and repatriations since 2012 (See Figure 4)  

Figure 4  ATOL Cost of Refunds & Repatriations 

                                                           
11 The number of protected passengers in 2012 was 16.6 million compared to 25.2 million passengers in 2016. 



 

The number of protected passengers who have received some form of repatriation or 

refunds has fallen since 2009. The highest figures were in 2009 (236,691 passengers) and 

2011 (145,809 passengers) representing XL and Goldtrail / Flight Options failures 

respectively. In 2016 the number of passengers who required some form of refund or 

repatriation was 4,730.   

 

On top of the central reserve fund the ATTF has an insurance layer of up to £450m with an 

excess of £75m, subject to per member limits. In addition to providing enhanced cover for 

larger ATOL holder failures, the ATTF is now also insured for the failure of smaller ATOL 

holders. A commercial credit facility of up to £75m should the ATTF run into deficit is also 

available, and there are also bonding requirements for new members or for firms the CAA 

considers the level of risk warrants it.  The improved capitalisation of the fund has meant that 

the commercial credit facility no longer involves a government guarantee.  

The Trustees have carefully considered current financial models for the forecast of income 

and expenditure, including sensitivity analysis towards large failures, for the next three 

years. These factors, in the context of the cash balances, banking facilities and insurance 

arrangements available to the Trust, have given reasonable assurance to the Trustees that 

the Trust has adequate resources to continue in operational existence for the foreseeable 

future12.  

The improved capitalisation of the fund has reduced the risk of potential exposure for 

Government. Further, we are in the process of updating the ATOL scheme to implement a 

new Package Travel Directive (2015) in 2018, which will change the scope of the ATOL 

scheme and the business models that it covers. It is too early to know how this, or any 

further changes following the UK’s exit from the EU, will have an impact on the portfolio of 

risks covered by the ATOL scheme and the capital requirements of the fund. That is why we 

have indicated in the recent ATOL consultation (October 2016) that we will continue to 

consider the financial sustainability of the fund, as we implement the PTD 2015 and look at 

options for longer term reform of the UK’s insolvency protection market. 

Consumer clarity 

Evidence suggests that since the introduction of the 2012 regulations and the ATOL 

certificate, consumer awareness has been improving. The CAA commissioned consumer 

awareness surveys13 for 2013, 2014 and 2015 about risks associated with travel business 

insolvency. The results show a good picture of steadily increasing awareness since the 2012 

ATOL regulations were implemented:  

� The percentage of respondents who say they know how their holiday is protected and 

is protected by ATOL has continued to rise. Prompted scores (Q1 below) increased 

from 20% in 2013 to 56% in 2015. Unprompted scores (Q2 below) have increased 

from 32% in 2013 to 48% in 2015.  

� The percentage of respondents who say that they are protected under ATOL and 

receive information about their protection has also increased from 61% in 2013 

compared to 91% in 2015 (Q3 below). 

� In 2014, the survey asked people who were ATOL protected, whether they had asked 

for or looked for an ATOL Certificate when booking their holiday (Q4 below). 60% said 

they had done so, this fell back slightly in 2015 to 56%. 

 

                                                           
12 ATTF 2016 published financial report: Air Travel Trust Annual Report & Accounts 31 March 2016. 
13 It should be noted that the survey is an add-on to the surveys conducted on an ongoing basis by the CAA’s 
survey team.  The sample size varies year on year but is typically about 1,000. 



 

 
Figure 5  CAA Consumer awareness survey results 

The CAA have also run annual information campaigns such as the ‘Pack Peace of Mind’ 

campaign14. The campaign’s aim is to reach the widest possible audience, and families in 

particular, as they research and book their flights and holidays. For the first time since its 

launch the campaign now features advertisements on major commercial radio stations as 

well as adverts in popular weekly consumer magazines. Greater emphasis has also been 

placed on driving awareness through social media channels. 

Survey evidence outlined above shows that since the 2012 regulation and campaign began, 

there have been improvements in consumers’ understanding of insolvency protection, and 

that they recognise its importance and are aware of whether it applies to their bookings. 

Rising consumer awareness as a result of the Pack Peace of Mind campaign and ATOL 

certificate have been matched with the partial reversal of the long term downward trend in 

ATOL passenger numbers. Taken together it is possible to assume (although not empirically 

certain15) that the introduction of the ATOL certificate and promotion campaigns have led to 

greater consumer awareness among the travelling public and more passengers receiving 

protection through ATOL. Some of the increase in passenger numbers would also be partly 

attributed to Flight-Plus holiday sales which were introduced as part of the 2012 regulations.  

CAA/Industry legal certainty: 

The 2012 Regulations ended the common practice of travel businesses selling ‘dynamic 

holidays’ with limited or no financial protection and went a long way to improving clarity for 

consumers, industry and the CAA. However the 2012 Regulations did not fully tackle the 

‘Agent for Consumer’ (A4C) issue. Travel businesses can arrange and buy flight-based 

holidays on behalf of UK consumers (as opposed to selling them to the consumers) which 

those businesses believe excludes them from the need to provide ATOL protection. The 

CAA believes that these sales are licensable transactions which incur an obligation to pay 

APC and should be protected under an ATOL licence.  

To combat this legal ambiguity while avoiding the need for litigation pending new legislation 

the CAA entered into compromise agreements with large online agents.  Under these 

agreements, travel businesses agree to treat sales they can demonstrate are ‘A4C’ as 

                                                           
14 The cost of the “Pack Peace of Mind” campaign was £650,000 in 2015/16, £600,000 in 2014/15, £400,000 in 

2013/14, and £600,000 in 2012/13.  
15 We would need undertake a longer term study and the inclusion a robust counterfactual to determine the 
possibility of causality rather than a merely correlative relationship. 



 

licensable in return for a 50% cost reduction on the APC in return for those businesses fully 

protecting their holidays under an ATOL licence. This pragmatic solution has ensured that 

more consumers benefit from the comprehensive protection offered by the ATOL scheme. 

During 2015/16 the ATT recognised credits of £2.7 million to travel firms for holidays that 

would otherwise have been sold without ATOL protection. In total since 2012, the ATT has 

recognised credits of £8.1 million and as a result has protected over 6 million passengers.   

This issue is likely to be resolved in the short to medium term when the new European 

Package Travel Directive is implemented in the UK in 2018. The PTD, which will reinforce 

the ATOL reform measures already taken, includes a broader and clearer definition of what 

constitutes a “package”. It provides clarity on areas that have been open to interpretation in 

the existing regulatory framework, including businesses that act as agent for the consumer. 

In particular, it confirms that a trader will not be able to avoid their obligations, simply by 

presenting themselves as an agent acting for the traveller. This is a clear indication that PTD 

2015 applies to businesses acting as A4C. It is our intention that these businesses will be 

brought into the full scope of the ATOL scheme by 2018, where they are offering a relevant 

flight-inclusive package. 

  

Although respondent’s views to the consultation were mixed as to whether the 2012 

regulation changes have helped or hindered them. The majority of respondents were 

generally positive or at least neutral in their opinions toward the 2012 regulations16 and the 

changes that these have brought. Several respondents did feel there was still a great deal of 

uncertainty and confusion with unnecessary regulations in place. Others stated that the 2012 

regulations have been a useful ‘stepping stone’, which has provided greater clarity but more 

work was needed when considering the implementation of the future PTD 2015. The majority 

of respondents were more positive focussing on the benefits that the 2012 regulations and 

the introduction of Flight-Plus and the ATOL certificate have brought to both their business 

and consumers. For example, one firm stated that “the 2012 reform was a sound 

development which attracted much support from the key stakeholders. The ATOL certificate 

has made the work of all of the parties easier as there is so much more clarity as to where 

the protection sits”. 

 

ATOL Certificate: 

ATOL holder failures in the years preceding the 2012 Regulations highlighted how difficult it 

was for both the CAA and consumers to tell whether a booking was ATOL protected. This 

was because standards of documentation were poor, incorrect or the key information was 

not sufficiently prominent. Not only did this delay claims handling it meant that consumers 

were often confused about ATOL protection, with many believing that their bookings were 

better protected than they were. The requirement to produce an ATOL Certificate has 

required ATOL holders to improve their record keeping, giving the CAA better information 

regarding the validity of a consumers claim.  

The ATOL Certificate has also played an important role when failures have occurred in 

informing consumers on their protection. This avoids the consumer going to the time and 

trouble of completing an invalid ATOL claim. 

                                                           
16 22 out of the 29 who responded to Section 3 on the 2012 regulations were either positive or at least neutral to 
the changes. 7 stakeholders responded negatively, although some of these negative responses were targeted 
more generally at the ATOL scheme and protection system as opposed to the specific 2012 amendments 
themselves. 35 choose not to comment on this section and we have assumed therefore are neutral to the 
changes.   

 



 

The importance of the ATOL Certificate, however, extends beyond claims handling. It 

ensures that the industry provides consumers with an easily recognisable and uniform 

document. Not only does the ATOL Certificate show a consumer that their booking is ATOL 

protected, it also shows which travel business is protecting it (it may not be the company the 

consumer paid) and the type of ATOL protected booking made. This makes it easier for 

consumers to understand the extent of protection in place, allowing them to make informed 

choices.  

Although the ATOL Certificate achieves better informed consumers once their booking has 

been made, it is important consumers know the importance of ATOL protection before they 

book and part with their money. This is why the CAA launched the ‘Peace of Mind 

Campaign’ in 2012.  

Based on ATOL holders that responded  to a CAA survey at the time of introduction, 70% of 

ATOL holders implemented the ATOL Certificate by using CAA own form-field pdf version, 

which does not integrate with their other systems (requires manual completion) and 

therefore didn’t have a software cost implication. As for the remaining 30% the CAA does not 

have any cost estimates, as some system companies implemented the changes as a 

standard upgrade and others charged for it.   

Stakeholders’ responses to consultation were largely positive regarding the introduction of 

the ATOL certificate. A number of firms saw the certificate as a selling point which helps 

provide the proof to the existence of protection, promotes the ATOL ‘brand’ and provides 

useful clarity for all parties. However it should be noted that 3 firms indicated that the 

certificate did not particularly add value and has primarily led to additional cost for 

businesses both in terms of resources and the time required for implementation.   

 

Flight-Plus  

Flight-Plus was introduced following the outcome of a legal challenge which established that 

the scope of packages, and hence the scope of ATOL, was narrower than had been 

previously believed.  Without the introduction of Flight-Plus, a number of businesses would 

have left the system, either because they sold on this basis or because they could adapt 

their sales model to match it.  As it was, the CAA and DfT made it clear that Flight-Plus 

would become law to capture these sales.  In that knowledge, businesses did not leave the 

system to exploit this legal loophole. When the 2012 Regulations came in, some businesses’ 

package sales were then reclassified as Flight-Plus sales.   

Based on 2016 data, 242 (out of 2068) ATOL holders have at least some Flight-Plus on their 

licences, and can therefore be said to have been affected by it.  Of those, 36 have only 

Flight-Plus.  It is the CAA’s view that in the absence of 2012 legislative change, a number of 

businesses would have utilised this loophole and left.  

Stakeholder’s responses to consultation regarding Flight-Plus were mixed. Those firms that 

have clearly benefited from the introduction of Flight-Plus were very positive towards the 

2012 regulation change. Responses included:  

 

- “The 2012 regulations (through Flight-Plus) has allowed small to medium sized 

businesses to compete with the large multinationals.” 

 

- “My business enjoys many benefits from holding a Flight-Plus ATOL as it is a mark of 

quality for clients.”  

 



 

- “The implementation of Flight-Plus has been as useful ‘stepping stone’ to enable the 

industry to migrate more gradually into a more widely applicable financial protection 

regime” 

 

However it was one businesses view that Flight-Plus has actually weakened consumer 

protection as it has enabled businesses to act as ‘agents’ as opposed to ‘principals’, which 

enables them to provide financial protection but without offering the full range of protections 

provided by a package. Three firms also believed that the Flight-Plus model was primarily a 

mechanism used to catch the Online Travel Agents (OTA’s) that were previously selling in 

an unregulated manner. There was one concern raised regarding the difficulty that exists for 

OTA’s in tracking some of these Flight-Plus transactions which can create significant costs 

through the manual searching and linking of transactions. 

 

 

 

 

 

Impact on the CAA 

 

The actual costs for enforcing the Flight-Plus regulations for the CAA have been negligible. 

Prior to 2012 the CAA’s enforcement department devoted considerable time to monitoring 

travel businesses selling unprotected holidays. Most of these businesses have now obtained 

ATOLs, which has enabled the team to shift its focus onto other activities affecting 

consumers. There have been no enforcement cases specifically relating to Flight-Plus.  

 

As for the ATOL certificate template, all work on the template was completed by CAA staff 

alongside their existing duties. The CAA estimates that this took approximately one week. 

The resource cost was spent in working with a group of industry representatives, 

determining what information should go onto the Certificate. The time was dispersed 

throughout a six month period, and was a low fraction of one person's time. 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

Annex C 

Impact on Business 

ATOL 2012 high level comparison of Estimated Costs vs Actual Costs 

 

APC 

The main cost on business as a result of the 2012 regulations has been the introduction of 

Flight-Plus. The introduction of Flight-Plus led to two new businesses entering the scheme. 

                                                           
17 Where a range was presented in the original IA we have used the higher estimate (worst cost case).  
18 Simplistic extrapolation, doesn’t factor in the PTD coming into force in 2018 – see IA DfT00375. 
19 This includes both Flight-Plus and A4C APC payments. 
20 The cost of software updates have not been monetised due to the qualitative nature of consultation responses, 
these were originally estimated at £6m in the IA. 
21 The number of firms has been held constant based on 2012-2016 data and licence renewals included.   

Figure 6  High level cost assessment 

Headline Cost17 Primary IA 
(Airline 
Flight-Pus 
and Agency 
agreements) 
(10 year 
period, 2012 
£, PV) 

Secondary 
IA (Flight-
Plus) (10 
year period, 
2012 £, PV ) 

Combined 
estimated 
impact  
(10 year 
period, 2012 
£, PV) 

Actual  
(2012-
2016) 

An updated 
Cost Estimate 
over the 10 
year period18 
(10 year period, 
2012 £, PV)  

APC (reciprocal 
benefit to 
passengers/ATTF 
income) 

£66.1m £8.5m  £74.6m £31.3m19 £71.41m  

Net Insurance 
payments (Cost 
of premiums 
minus insurance 
pay-outs) 

£12m   £21.6m  
 

£33.6m Unknown  £24.42m  

Refunds and 
Repatriation 

£32.1m £37.4m  £69.5m 
 

£0.5m   
 

£16.52m 
 

Licencing 
costs/bonding/ 
familiarisation/ 
software20 

£0.1m  £25.4m 
 

£25.5m 
 

£0.45m £0.71m21 
 



 

Namely Travel Republic and On the Beach. These Flight-Plus seats comprised of 2.4 million 

out of a total of 4.0 million of new applicant seats granted since the regulations changed in 

2012. The remaining firms that were impacted by incorporating Flight-Plus holiday sales 

were already part of ATOL. 

In 2016, 242 ATOL holders sold some Flight-Plus elements. As a result of the 2012 

regulation those businesses sales re-classified paid the £2.50 per passenger APC charge on 

every ‘Flight-Plus’ holiday sold. Since Flight-Plus was introduced the ATTF has received 

APC collections revenue of £23.2 million, which is a benefit to the Fund but also represents 

a cost to business.  

Regarding the Agent for Consumers agreements. These are agreed as licensable holidays 

in return for a 50% APC credit for which these businesses receive full protection for their 

holidays under an ATOL licence. Under these agreements, during 2015/16 the ATT 

recognised credits of £2.7 million to travel firms for holidays that would otherwise have been 

sold without ATOL protection. In total since 2012, the ATT has recognised credits of £8.1 

million. These agreements cover nine businesses. These businesses will have to pay the 

APC for every licensable holiday sold22 and in return receive a 50% APC credit and full 

ATOL protection. 

Although the costs of firms paying the APC are broadly in line with those estimated. The 

original estimate assumed a larger number of holidays sold as a result of the 2012 

regulations. The primary IA assumed up to 4.7 million passengers per year would be brought 

into the scheme covering Flight-Plus holidays sold by airlines and agency agreements. The 

secondary IA assumed a further 6 million passengers would be brought into ATOL per year 

as a result of Flight-Plus holidays sold. In reality, between 2012 and 2016 only 9.3 million 

passengers were protected under Flight-Plus holidays and a further 6.5 million through 

agency agreements.  

However the cost from the larger number of assumed APC payments was offset by a lower 

APC rate assumption. The Impact Assessment in 2012 included an assumption that the APC 

would remain at £2.50 per passenger for the first 2-4 years of the assessment, and then 

reduce to £1.50, on the basis that the fund could have potentially returned to full financial 

sustainability in that time. The Impact Assessment indicated there was considerable 

uncertainty in the future rates of APC, and confirmed that this assumption did not represent 

a commitment to reduce the APC at any future point.  In reality, while the fund is in a better 

position than it was in 2012, the risk profile that it covers has continued to evolve. We will 

need to continue to consider the sustainability of the fund as we implement the PTD 2015 

and longer term reforms as we exit the European Union. In the meantime, the APC has 

remained at £2.50 for most ATOL holders. As a result the actual cost of firms paying APC 

has therefore been broadly in line with the original costs estimated.  The updated cost 

estimates over the 10 year period has been calculated using 2012-2016 data and grown with 

ATOL passenger forecasts23.  

Insurance  

It was originally assumed for Flight-Plus sellers that they have to insure against providing 

arrangements/refunds in the event of an insolvency of the provider of the flight or other 

element of the holiday (Car/accommodation). Arrangers of Flight-Plus buying the flight and 

the accommodation/car hire will pay APC to cover their insolvency but they also need to 

cover the insolvency of the other elements of the holiday, so in this case the insolvency of 

the company selling the flight and the accommodation. Firms can either choose to cover 

                                                           
22 £2.50 charged per passenger flown. 
23 ATOL passenger growth rates taken from ATTF cash flow model (average growth rate of 3%).   



 

both elements (assumed at £3 per booking) or can purchase a ‘seat only’ flight covered 

through ATOL and only cover the non-flight element (assumed at £0.50 per booking).   

Due to the qualitative nature of the evidence collected at consultation we have not had 

sufficient information submitted by firms to update this assumption.  For the purpose of a 

comparison we have applied the previous assumptions with the current data for the number 

of holidays sold as an estimate. The original assumption was derived through discussions 

with a leading insurance supplier and was assumed to remain constant over the 10 year 

period. In line with the Impact assessment we have applied the higher £3 rate per booking 

for all agency agreement’s and assumed that 50% of Flight-Plus bookings have the £3 

higher rate and 50% have the lower rate of £0.50 per booking. 

The costs outlined in the table are a net cost which equals the cost of insurance premium 

minus the benefit of insurance pay-outs. The Benefit of pay-outs is equal to cost of the 

premium minus 30% administration cost as assumed in the original IA.   

Refunds & Repatriation  

The original assumption for the cost of refunds and repatriations used past historic trends to 

determine that 0.3% of total ATOL protected passengers are effected by a travel company 

failure with the average expenditure on refunds/repatriations being £302 per passenger. This 

was then applied to those additional holidays brought in under the measure.  It should be 

noted the long term failure assumption is based on historic trends of the entire ATOL 

portfolio as opposed to solely Flight-Plus related holidays. 

The actual cost of failures has been far lower than originally estimated. The costs of refunds 

and repatriations in recent years has been declining as a result of fewer failures (see Annex 

B Figure 4).  The average cost of refund and repatriation between 2009/10 and 2015/16 has 

now fallen to £255 per passenger. There was also a smaller number of holiday brought into 

ATOL through Flight-Plus/Agency agreements then was originally estimated leading to a 

lower overall cost in terms of estimated failures.  

As of 2016, 262 ATOL holders have some Flight-Plus element and 9 firms have agency 

agreements with the CAA. There have only been 2 related failures. These were both Flight- 

Plus firms with the cost of these failures being under £1m: 

• Ola Holidays Ltd, failed in November 2013 with approximately 2,600 consumers due 

to travel on Flight-Plus arrangements. The CAA adopted a novel approach to this 

failure and arranged for another ATOL holder to provide consumers with replacement 

holidays rather than refunds. The cost of fulfilling bookings was approximately 

£375,000; the CAA estimates that refunding consumers would have cost £1 million.  

• Bookable Holidays Ltd failed in October 2014. The firm sold the vast majority of its 

holidays on an A4C basis, outside the scope of ATOL. It sold a small number of 

Flight-Plus arrangements and refunding these cost approximately £100,000.  

 

We have not attempted to provide an update estimate based on the past 4 years of failures 

as this may not be representative of long term future trends. We have therefore incorporated 

the current data for related failures and then applied the long term failure assumption24 

based on current passenger projections for the remaining 6 years of the appraisal period.  

Licensing/Administration costs 

                                                           
24 Based on the average cost of refund and repatriation between 2009/10 and 2015/16 of £255 per passenger 
and 0.3% of total ATOL protected passengers are effected by a travel company failure. 



 

Breakdown of Actual licence/administration costs vs estimated costs:    

   
 Original IA Actual Cost 

Licence fees £1,300,000 £7,52425 

Cost of Bonding £11,300,000 £0 

Familiarisation 
Assumed part of 

licences admin costs 
£215,84026 

Software £6,000,000 Not monetised 

Licence Renewals £7,200,000 £559,81027 

 
  

 
  

 IA NPV Actual NPV 

Total £25,500,000 £710,000 

The actual costs of licence fees and administration costs and renewals has been far lower 

than anticipated. The original IA assumed under Flight-Plus that there would be 50 

businesses who required new standard ATOL licences and a further 145 Small business 

ATOL licences. The reality was that only 2 materially new firms entered the scheme through 

Flight-Plus and one under an agency agreement. 262 firms have some element of Flight-

Plus but the vast majority were already apart of ATOL. 36 firms have only Flight-Plus 

holidays and 9 have associated agency agreements. It has been assumed that without 

legislative change these firms will have likely left the scheme (therefore the renewal fees 

have been included as an ongoing cost).  

The original IA assumed £11.3 million in bonding costs to new firms. In reality the cost were 

close to zero. Although the CAA may require a bond from new applicants, if the CAA 

believes the business already has an adequate trading record they may not enforce this 

requirement.  There we no additional bonding requirements for those new firms who joined 

as a result of the 2012 regulations.  

In the original IA familiarisation costs were assumed to be picked up in the licence 

administration cost of applying for and renewing licences. For the updated cost estimate we 

have also included the 3 hour training that all new members must complete upon joining as 

proxy for the additional cost of time and resource required for firms to read new guidance 

and understand the legislative changes that took place in 2012.    

The original IA assumed that the cost of updating software regarding Flight-Plus would be £6 

million based on 6 firms who responded to a previous consultation.  No new quantitative 

evidence came out of consultation for the cost of updating software in relation to Flight-Plus 

or introducing ATOL certificates so we have not been able to monetise/update this 

assumption.   

The costs of changing IT software/systems for businesses selling Flight-Plus holidays varied 

considerably. Through consultation, four respondents stated zero or minimal costs. One 

respondent said “the costs were small and worth paying for a clear simple way of protecting 

all clients”. Another respondent stated “The cost was absorbed by our technology provider”. 

Three respondents did indicate that they had incurred large or significant costs, with one firm 

agreeing that the 2012 regulations were necessary but they were costly to implement. 

However for those businesses who responded, they were not able to accurately quantify 

these costs or give any further explanation as to why they classed these costs as ‘Large’ or 

‘Significant’. 

                                                           
25 Equal to the 3 new firms multiplied by the cost of a licence (£1,890) plus the Administration cost (£618). 
26 Equal to £95 multiplied the number of ATOL licences in 2012 (2,272). 
27 Equal to the 36 Flight-Plus firms plus the 9 firm with agency agreements multiplied by the cost of a licence 
renewal (£1,185) plus the Administration cost (£123). 



 

Licence cost breakdown: 

 

Administration cost for applying for licences:  

Businesses will need to cover the administrative cost of applying for a licence which is 

estimated to be 19.5 hours work for senior corporate managers in the case of a Standard 

ATOL licence; 4.4 hours in the case of other ATOL licences; and, dependent on the 

Accredited Body in the final case29. The administrative cost of applying for each type of 

licence is shown in the table above, and is based on an average wage of £26.30 per hour for 

Corporate Managers and Directors. The administrative cost of a Standard ATOL licence 

renewal is estimated to be 8.25 hours at of senior corporate manager time at £26.30 per 

hour30. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
28 Administration cost as outlined in Official Record Series 5 - Scheme of Charges table 1 for amending licences. 
29 Based on a telephone survey carried out by the CAA in 2016 on the time taken by 24 ATOL holders to apply 
for their licence. 
30 Based on 2014 ASHE, Pay by SOC 4 digit 2010 code, Table 14.6a. The figure of £26.30 is the gross wage 
rate, adding in non-wage labour costs gives a figure of £31.70. Non-wage labour costs taken from the Labour 
Cost Survey 2000. 

Type of licence Cost of 
licence 

Administrative 
Cost of 
Application 

Charge per 
licenced Seat 

Cost of licence 
amendment28  

Standard ATOL £1,890 £618 £0.1185 £123 

Small Business ATOL £1,115 £139 N/A N/A 

ABTA Joint Administration 
Scheme 

£710 £139 £0.1185 N/A 

Franchise ATOL  £710 £139 £0.1185 £123 

Standard Licence renewal  £1,185 £262 N/A £123 

Accredited Bodies Dependent on Accredited Body 



 

 

 

 

 

 

 

 

Annex D 

CAA Consumer Awareness Survey  

Context  

1. One of the CAA’s aims is that consumers are clear about when they are protected under 

the ATOL scheme and when they are not.  The aim supports CAA’s consumer strategic 

objective: “To improve choice and value for aviation consumers now and in the future by 

promoting competitive markets, contributing to consumers’ ability to make informed 

decisions and protecting them where appropriate.” Specifically, it relates to the issue of 

how far consumers are able to make informed decisions. 

 

2. The CAA have included questions relating to ATOL awareness in their passenger survey 

since 2012. The surveys repeat a number of questions that have been devised to 

produce measurements of strategic success in relation to consumers being aware of 

ATOL and insolvency protection in general, awareness of the protection their current 

holiday or flight has, whether they are aware of the significance of ATOL Certificates and 

whether they are receiving the post-booking information they are entitled to.   

 

Metrics and methodology 

3. The survey can be found in the appendix below.    

 

4. The metrics used are: 

• % respondents feeling very or reasonably well informed about insolvency protection;  

• % respondents who say they are unaware of what insolvency protection they have;  

• % respondents who say they know how their holiday is protected and that it is ATOL 

that does this (ATOL awareness); 

•  % respondents who say they are protected under ATOL who received information 

about their protection. 

• % respondents showing awareness of the ATOL Certificate 

 

5. The 2015 survey took place in Gatwick and Manchester airports from July to September 

2015 with 500 questionnaires per site asking UK Leisure passengers only. These 

conditions are identical to the preceding years. 

 



 

 

 

 

 

 

 

 

 

Results 
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Analysis 
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6. There has been a further increase this year in self-reported awareness about holiday 

insolvency protection in general and a further reduction in the number of passengers 

who say that they are unaware of the insolvency protection that they have.  

 

7. The percentage of respondents who say they know how their holiday is protected and 

that it is ATOL that does this has continued an upward trend, but this has weakened in 

the last year. It is difficult to derive any meaning from this, other than perhaps that our 

various initiatives and activities are beginning to produce reducing benefit in ATOL 

awareness raising terms.   

 

8. The percentage of respondents who say that they are protected under ATOL and receive 

information saying that has stopped its upward trend, with the figure reducing from 94% 

in 2014 to 91% now. The level is still high and this year’s change may not have any 

significance.  

 

9. The CAA only have two years of data for consumer awareness of the significance of 

ATOL Certificates, with 60% in 2014 and 56% in 2015. Given ATOL Certificate were 

introduced in 2012, the awareness raising benefits of their introduction may well have 

shown in our 2014 measurement. So, this provides limited insight.  

 

10. From these last two metrics, the reduction between last year’s and this may not mean 

anything and what may be of most significance is that the combination of the benefits of 

our various activities and initiatives are now simply maintaining performance when it 

comes to production of ATOL Certificates and in increasing the awareness of what ATOL 

Certificates mean.  

 

11.  It is not possible to directly attribute the improvements across these metrics to action 

that CAA has taken, but there are good reasons to say that implementation of ATOL 

Certificate requirements and one, or a combination of, the Pack Peace of Mind campaign 

and ATOL broadcast media requirements are having ongoing positive impacts. It may be 

that some activities are beginning to provide diminishing benefits, but this will become 

clearer in future years. 

Conclusion 

12. The results of our ATOL passenger survey continue to show a positive picture, reflecting 

the successful implementation of good strategies to increase ATOL and insolvency 

protection awareness. Two metrics have reduced slightly this year, though more have 

increased.  It is not possible to say with certainty what the reductions mean, but it 

contrasts against previous years’ across-the-board increases and may indicate that the 

pace of improvement is slowing.  

 

13. The CAA will continue to use this data to promote the success of their activities and to 

emphasise the benefits that the ATOL Certificate has brought. 

 

  



 

Appendix  

ATOL passenger survey add-on  

Q1 When you booked your flight how well informed did you feel about what protection 

you have if your airline or tour operator goes out of business?  

Use prompt 1 

Q2a  Do you know if your current holiday is 

protected or not? 

Q2b  How is it protected?    

Only use prompt 2 if  required 

Yes      1 No      2              

Q3 

 

Pax Prompted?      Yes No 

Q3 Did you receive a message or document to tell 

you that your holiday is protected when you booked 

it? 

Yes      1 No       2           

 

 

Q4 Did you ask about or look for an ATOL Certificate 

when you bought your holiday? 

Yes      1 No       2            

 

 

 

Prompt 

1 

 

Very well 1 

Reasonably well 2 

Not very well 3 

Not at all  4 

 

Prompt 

2 

 

Insurance 1 

ATOL 2 

ABTA 3 

Credit Card 4 

Other – please specify 5 

 

 

 


