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Executive Summary

The Coach Tourism & Transport Council (CTTC) is pleased to submit this pre-Budget 2027 submission
highlighting the strategic role of Ireland’s commercial bus and coach sector in keeping Ireland
moving through the delivery of mass public transport, school transport, and tourism connectivity
nationwide.

The sector operates a significant proportion of commercial bus services, the vast majority of school
transport services, and it plays a critical role in supporting domestic and international tourism,
contributing millions of passenger journeys annually. It is an essential pillar of Ireland’s public
transport system, particularly in rural and regional areas where alternatives are limited.

The sector also has a central role in supporting Ireland’s climate objectives. However, the pathway to
decarbonisation must be realistic and investable. Operators face significant barriers including high
vehicle costs, infrastructure constraints, and has no dedicated financial support schemes in order to
decarbonise the national fleet. A technology-neutral approach, supporting electrification alongside
transitional fuels such as HVO, is required to ensure emissions reduction can be achieved without
undermining service viability.

At the same time, the sector is operating under sustained cost pressures, including fuel volatility,
inflation, labour shortages, insurance costs, and rising compliance requirements. These challenges are
compounded by competitive distortions arising from differences in the treatment of State and
commercial Public Service Obligation (PSO) operators, particularly in relation to fare subsidies and
concessionary schemes.

School transport delivery also faces growing financial strain, with fixed-price contracts increasingly
misaligned with the reality of operating costs, which are linked to geopolitical developments. Without
indexation or fuel adjustment mechanisms, long-term sustainability and planned expansion of
services are at risk. This submission sets out targeted, cost-effective measures to ensure the
continued viability of the sector, while supporting the modal shift, protecting regional connectivity,
and enabling the transition to a lower-carbon transport system.

In Budget 2027 the CTTC Recommends the Following Measures:

‘ Support Fleet Renewal Through VAT Reform and VAT71 Modernisation
‘ Ensure Fare Equity Across Public Transport Services

Introduce a School Transport Contracts Compensation Scheme and
Indexation Mechanism

. Drive the Sustainable Transition of Ireland's Coach and Bus Fleet




Introduction

The Coach Tourism & Transport Council (CTTC) make this submission to Government in advance of
Budget 2027.

The CTTC is the largest representative body for commercial bus and coach operators in Ireland. Our
members are comprised of mainly family-owned companies. The CTTC acts as a conduit between the sector
and Government, officials, state agencies and other relevant stakeholders and decision-makers. The
organisation works in a collaborative way to deliver the most efficient, sustainable transport connectivity
across Ireland. The commercial bus and coach industry has approximately 1,800 licensed operators in
Ireland, with a combined fleet of buses standing at 13,667, is one of the few sectors to sustain employment
(supporting 11,500 jobs) and support businesses across rural Ireland that would otherwise have limited
employment opportunities. The entire sector generates more than €620m per annum and it is estimated
that the coach tourism sector alone contributes in the region of €450 million to the economy annually.

Societal benefits of the industry

Buses and coaches improve social inclusion, providing access to education, employment and healthcare to all -
including those on low incomes, those who do not drive, the older generation, people with reduced mobility and
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Supporting Fleet Renewal Through VAT Reform and
VAT71 Modernisation

The CTTC supports the Government’s policy objective of encouraging a modal shift from private cars to
shared public and passenger transport. A stronger commercial bus and coach sector can reduce
emissions, ease congestion, support tourism and improve regional connectivity. However, the VAT-
exempt status of passenger transport prevents operators from recovering VAT on major costs, including
new vehicles, creating a barrier to investment and slowing the transition to cleaner, more accessible
fleets.

The existing VAT71 refund scheme provides an important precedent. The scheme, provided for under
the Value-Added Tax (Refund of Tax) (Touring Coaches) Order 2012, allows qualifying operators to
reclaim VAT on the purchase, intra-Community acquisition, importation, hire or lease of certain touring
coaches. The 2012 Order sets out the conditions for repayment and defines qualifying vehicles by
reference to age, use and dimensions. However, the current eligibility criteria are now obsolete,
particularly the minimum floor-height requirement for single-deck touring coaches which can exclude
modern low-floor, accessible and electric vehicles. As a result, the scheme conflicts with broader
Government objectives on decarbonisation, accessibility and sustainable transport, with the current
status of VAT71 requirements discouraging precisely the type of accessible and low-carbon vehicles that
operators are being encouraged to purchase.

There is also a competitive issue. In the UK, including Northern Ireland, public passenger transport can
be zero-rated for VAT where the relevant conditions are met, including transport in vehicles designed or
adapted to carry at least 10 passengers. HMRC guidance states that its passenger transport VAT notice
applies in both Great Britain and Northern Ireland. This places Irish operators at a disadvantage when
compared with counterparts operating in Northern Ireland. With broader ambitions to create a shared
island, ensuring legislative and policy alignment is crucial pre-planning.

In addition, where operators are eligible for VAT71 refunds, the timing of repayments is critical. Bus and
coach purchases involve very significant capital outlay, and delays in repayment create cashflow
pressures for operators, particularly SMEs and family-owned businesses. Revenue currently requires
VAT71 claims to be made through eRepayments and allows claims within four years from the end of the
relevant taxable period. While the move to electronic processing is welcome, CTTC believes that a
faster and more certain repayment timeframe is needed to support investment decisions.

The requested measure is a targeted compensation and refund mechanism that would support operators
who are delivering transport services that align with the State’'s broader policy on competitiveness,
climate action, accessibility, tourism and regional development. The request is for a targeted,
administratively deliverable refund and compensation scheme that supports the purchase of vehicles
used in commercial passenger transport. This approach would be consistent with the existing VAT71
framework and would support Government policy without requiring a general change to passenger
transport VAT treatment.




The Coach Tourism and Transport Council of Ireland recommends that Budget 2027 include the
introduction of a VAT Compensation Scheme for commercial bus and coach operators, together
with a modernisation of the VAT71 refund scheme and faster repayment timeframes.

n Introduce a VAT Compensation Scheme for commercial passenger
transport operators

The Government should introduce a targeted VAT compensation mechanism for commercial bus and
coach operators who are unable to reclaim VAT on key inputs because passenger transport is VAT
exempt. This scheme should be designed to support investment in essential fleet renewal, particularly
where operators are purchasing electric, low-emission, low-carbon or universally accessible vehicles.

B Extend VAT71 eligibility to electric, low-carbon and low-floor
accessible buses

The CTTC recommends that the Minister for Finance introduce a new Statutory Instrument updating
S.I. No. 266/2012 to ensure that electric, low-carbon and universally accessible low-floor buses are
eligible under the VAT71 refund scheme. The current minimum floor-height criterion should be
removed or amended so that modern low-floor and electric vehicles are not excluded on the basis of
outdated dimensional requirements. This would be a practical and targeted change that would
immediately improve the commercial case for investment in cleaner and more accessible vehicles.

B Remove the minimum floor-height requirement from the VAT71
scheme

The existing dimensional criteria reflect older coach design and do not sufficiently account for advances
in vehicle technology. Removing the minimum floor-height requirement would align the VAT71 scheme

with modern fleet design and with national policy objectives on accessibility, emissions reduction and
sustainable mobility.

D Introduce faster VAT71 repayment timeframes

The CTTC recommends that Revenue introduce a clear administrative service standard for VAT71
repayments. For fully completed applications with all supporting documentation supplied, VAT71
claims should be processed and repaid within a defined timeframe, ideally 30 working days. This would

provide operators with greater certainty, reduce cashflow pressure and encourage faster investment in
new vehicles.

B Align Ireland’s approach more closely with Northern Ireland

The CTTC recommends that the Department of Finance review the competitive position of Irish
operators relative to operators in Northern Ireland and Great Britain. The current difference in VAT
treatment creates a competitive imbalance and weakens the investment capacity of Irish operators. A

modernised VAT71 scheme and a targeted VAT compensation mechanism would help create a fairer
operating environment.




Fare Equity Across Public Transport Services

The CTTC welcomes the Government's commitment to reducing the cost of public transport
and encouraging a modal shift to reduce the reliance on private vehicles for journeys, including
through targeted fare reductions and concessions. However, the benefits of these measures are
not currently being applied consistently across all public transport services.

Different fare systems exist for State-operated and commercially operated Public Service
Obligation (PSO) services, causing passengers using services operated by commercial bus
companies to be excluded from fare reductions and concessions available on equivalent publicly
operated services. This creates an inequitable outcome for passengers and places commercial
operators at a competitive disadvantage despite delivering essential public transport services on
behalf of the State.

At a time when households continue to face significant cost-of-living pressures, Government-
funded fare reductions should apply equally across all PSO services, regardless of the operator
providing the service. Passengers should not face higher costs simply because their local route is
operated by a commercial company rather than a State operator.

The CTTC recommends that the Government ensure all publicly funded fare reduction schemes
and passenger concessions are applied on a consistent, sector-wide basis across all Public
Service Obligation (PSO) transport services, including both State-operated and commercially
operated bus services.




n Extend the under-9s free travel scheme to all eligible commercial
PSO bus services

The CTTC recommends that the current free travel provision for children under nine years of age be
expanded to include all PSO bus services operated by commercial bus operators. This would ensure
equal treatment of passengers regardless of operator and prevent the emergence of a two-tier public
transport system whereby children, and their families by extension, are disadvantaged by using
commercial operators to make necessary journeys.

Including commercial operators in the scheme would cost less than one million euro per year, while the
benefit of this change would be felt by the many thousands of families who use commercial operators
daily as a necessary mode of public transport by providing an important cost of living relief.

B Aggly all future fare reduction and concession schemes on a uniform
PSO-wide basis

The CTTC recommends that any future Government-funded fare reductions, cost-of-living transport
supports, or concessionary schemes be automatically applied across all PSO services, ensuring parity
between State and commercial operators and consistency for passengers nationwide. This avoids a
two-tier bus transport system from emerging.

B Ensure api:ropriate National Transport Authority subvention for
commercial operator participation

The CTTC recommends that where fare reductions are extended to commercial operators, adequate
funding or subvention be provided through the National Transport Authority to allow commercial
operators to run alongside new services without being at a competitive disadvantage.

Failure to do so would be counterproductive to the ambitions of Connecting Ireland and would drive
many operators away from servicing loss-making routes. Where it is proposed to reduce fares on CBO
routes in line with PSO services, the NTA needs to provide funding as compensation.
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The School Transport Scheme is among the most important public transport services delivered
in the State, providing essential daily connectivity for children and families across rural, regional
and urban Ireland. Commercial bus and coach operators are central to the delivery of this
service. Commercial operators deliver the overwhelming majority of school transport routes
(95%) on behalf of the Department of Education, providing the vehicles, drivers, local
knowledge and operational flexibility required to keep children moving safely every school day.

However, the financial sustainability of school transport contracts is under increasing pressure.
While operators are facing significant increases in core input costs, including fuel, insurance,
maintenance, vehicle finance, labour, compliance and fleet investment, fuel remains one of the
most volatile and difficult to manage. Recent geopolitical instability has again demonstrated the
exposure of transport operators to global energy shocks. The conflict in the Middle East,
together with uncertainty around the Strait of Hormuz and wider international oil markets, has
created renewed volatility in fuel pricing. For school transport operators delivering fixed-price
public service contracts for sometimes up to five-years in duration, these fluctuations can have a
direct and immediate impact on viability.

To that end the current contracting model does not sufficiently insulate operators from
extraordinary fuel cost inflation. This creates a risk not only for individual operators, but also for
the continuity and resilience of the School Transport Scheme as a whole. This issue is particularly
urgent in the context of the ongoing Review of the School Transport Scheme and the ambition
to expand access to school transport significantly in the years ahead. With demand expected to
grow by up to 100,000 additional students over the next five years, operator sustainability will
be critical to future expansion.

Among the measures proposed by the CTTC are a School Transport Contracts Compensation
Scheme, annual contract indexation and a fuel variation mechanism. Together, these
contingency measures would help protect operators from extraordinary cost pressures arising
from external factors, including fuel price volatility linked to geopolitical developments. Placing
these supports on a permanent footing would help ensure operators can continue delivering
safe, reliable and affordable school transport services while providing certainty for school-going
children and their families.

The State has rightly identified school transport as a key part of educational access, rural
connectivity, climate policy and balanced regional development. However, that ambition must
be matched by a contract and funding model that recognises the real-world costs of delivering
services every day, particularly in rural and regional areas where alternatives are limited. Without
a formal mechanism for indexation and fuel cost adjustment, operators will continue to carry
disproportionate exposure to inflation and global energy shocks while delivering an essential
public service on behalf of the State.

Pre-Budget 2027 Submission | www.cttc.ie




n Introduction of a School Transport Contracts Compensation Scheme

The introduction of a dedicated School Transport Contracts Compensation Scheme as part of Budget
2027 should provide a structured, transparent and fair mechanism to protect school transport
operators from extraordinary cost inflation and ensure the continued delivery of safe, reliable and high-
quality services for pupils and families.

A review of the budget allocation for school transport

Government should undertake a specific review of the annual budget allocation for the School
Transport Scheme, taking account of rising operating costs, the scale of current demand, and the
planned expansion of the scheme over the coming years.

Spending on the scheme fell between 2024 and 2025, from €512 million in 2024, to €478.7 million in
2025. The CTTC welcomes that an estimated €600 million is expected to be spent in 2026, but amid
extraordinary price pressures on operators, and with a 50% increase in pupils being transported
between 2018 and 2025 (120,000 pupils in 2018 to over 181,000 pupils including over 24,000 pupils
with Special Educational Needs in 2025), the budget allocation for school transport must be increased
in line with rising operational costs and increased demand for services.

B Annual indexation of school transport contract payments

School transport contract payments should be indexed annually by reference to the Consumer Price
Index. This would ensure that contract values are not progressively eroded by inflation over time and
would provide operators with greater certainty when tendering for and delivering services. CPI-linked
indexation would also bring greater stability to the contracting model and help ensure that operators
remain in a position to continue providing essential public transport services on behalf of the State.

The introduction of a fuel variation clause

CTTC recommends that all school transport contracts include a fuel variation clause to protect
operators from exceptional movements in diesel prices. Such a clause should be based on an
objective and independently verifiable fuel price benchmark.

Our understanding is that the contract variation calculation was previously based on an estimate that
23% of the contract price related to fuel costs, with a 20% factor then applied to determine the
adjustment. In effect: Contract Price (CP) x 0.23 x 0.20. A similar mechanism urgently needs to be
considered again to provide immediate and structured relief to operators. This would provide a fair
and transparent method of sharing extraordinary fuel price risk between the State and operators,
rather than requiring operators to absorb unpredictable global energy shocks.




Supporting the Sustainable Transition of
Ireland's Coach and Bus Fleet

Ireland's commercial coach and bus sector is committed to supporting the transition to a lower-
carbon transport system and playing its part in achieving national climate objectives. However,
the pathway to decarbonisation must reflect the operational realities of the sector. While
electrification will play an important role in the long-term transition of public transport,
significant barriers remain for many operators, including the high upfront cost of vehicles,
limited charging infrastructure, grid capacity constraints and the varied nature of coach and
regional bus operations.

Hydrotreated Vegetable Oil (HVO) presents an immediate and practical opportunity to reduce
emissions from existing fleets without requiring substantial investment in new vehicles or
infrastructure. For many operators, HVO offers a transitional solution that can deliver significant
carbon reductions while allowing businesses to continue providing essential transport services
across urban, rural and intercity networks.

Government policy should therefore adopt a technology-neutral approach to decarbonisation,
recognising the role that HVO, renewable fuels and emerging technologies can play alongside
electrification. Supporting a range of decarbonisation pathways will allow operators to reduce
emissions immediately while planning for longer-term fleet renewal.

In addition, further evidence and research are required to support informed investment
decisions across the sector. Operators require clear information on the environmental
performance, cost implications and operational suitability of alternative fuels and vehicle
technologies. Targeted research and pilot programmes would help identify the most effective
and cost-efficient pathways to decarbonisation for Ireland's diverse coach and bus fleet.

Encouraging greater public transport use must also remain a central element of Ireland's
sustainability strategy. Existing initiatives such as the TaxSaver scheme play an important role in
reducing car dependency and encouraging modal shift. However, awareness and uptake of the
scheme could be improved through enhanced promotion and a review of measures to ensure
that the benefits are accessible and attractive to a wider range of passengers.




n Establish a dedicated scheme on HVO

Introduce a dedicated scheme, in the form of a rebate or other support mechanism, to address cost
disparities between HVO and diesel, thereby encouraging the uptake of HVO and other low-carbon
fuels within the coach and bus sector. This would help operators reduce emissions from existing fleets
while supporting emission reduction targets.

B Provide targeted funding for research on a sustainable transition

Ringfence funding for independent research and pilot projects examining the operational,
environmental, and economic benefits of HVO, fleet electrification and other alternative fuel
technologies. Evidence-based research will help identify the most practical and cost-effective
pathways to decarbonisation for the sector.

B Enhance promotion of the TaxSaver scheme

Increase promotion of the TaxSaver scheme and review opportunities to expand participation among
employers and employees. Claims and ringfenced funding for the TaxSaver scheme have declined
significantly since 2020, falling from 48,000 claims (costing €11.3 million) in 2020 to 25,900 claims
(costing €8 million) in 2024. Expanding the scheme and encouraging greater uptake would help
increase public transport use, support emissions reductions, and reduce congestion, while ensuring
that key transport services such as buses and coaches can move passengers efficiently. It would also
help address rising costs affecting families across Ireland.

9 Universal access to sustainability supports

Ensure that commercial coach and bus operators have equitable access to sustainability and fleet-
transition support schemes alongside publicly operated services. This will support a fair and
coordinated transition to lower-emission transport across the sector.
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