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21 April 2017 
 
 
 
Dear Bruce 
 
 
AIR DEPARTURE TAX (SCOTLAND) BILL 
RESPONSE TO FINANCE AND CONSTITUTION COMMITTEE STAGE 1 REPORT 
 
 
I would like to thank the Committee for its detailed scrutiny of our proposals set out in the Air 
Departure Tax (Scotland) Bill, and for its conclusions in the Stage 1 report. The Scottish 
Government welcomes the Committee's support for the general principles of the Bill. I am 
also grateful to all those stakeholders who provided evidence at Stage 1 for their detailed 
consideration of the Bill and underlying policy issues. 
 
I have responded to all the issues raised and the recommendations made in the report, and 
this is provided in the Annex enclosed with this letter. The Annex sets out that, amongst 
other things, the Scottish Government has listened to the evidence received by the 
Committee and will bring forward amendments to the Bill at Stage 2 providing for exemptions 
and has also commenced the commissioning of an independent economic analysis of the 
Government’s plans for a 50% reduction in the overall Air Departure Tax (ADT) burden by 
the end of the current session of the Scottish Parliament. The independent economic 
assessment will report in the autumn, no later than when the Government sets out its 
secondary legislation plans for the ADT tax rate amounts and tax bands.  
 
I would also like to bring to the Committee’s attention an important policy and legal matter 
concerning the introduction of an ADT exemption for passengers flying from Highlands and 
Islands airports.  
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As the Committee is aware, a similar exemption has applied under UK Air Passenger Duty 
since 2001 and the Scottish Government strongly supports retaining a like-for-like exemption 
under ADT and is interested in suggestions made to the Committee for enhancing the 
exemption. As ADT is a new tax devolved under the Scotland Act 2016, this means that the 
Scottish Parliament is legislating for the first time on this matter. After careful consideration, 
the Scottish Government considers that such an exemption has to be notified to and 
assessed by the European Commission (EC) under State Aid rules before it is implemented 
in compliance with European Union (EU) law. 
 
The Scottish Government will work closely with the UK Government to resolve this issue. 
The UK, as the EU Member State, is responsible for notifying the exemption to the EC. I 
have also spoken to the Secretary of State for Scotland on this matter and am exploring 
alternative solutions. I will, of course, ensure both the Scottish Parliament and stakeholders 
are kept regularly updated on the matter.  
 
The Scottish Government remains committed to supporting regional development in 
Scotland and recognises the importance of air transport for people and businesses in the 
Highlands and Islands region, particularly in remote areas and island communities, and is 
determined to find the most effective way to provide the best possible support to Highlands 
and Islands communities.  
 
I hope the Committee finds this information helpful. 
 
I am copying this letter to John Scott MSP, the Convener of the Delegated Powers and Law 
Reform Committee. 
 
 
 
 
 

 
 
 
 
DEREK MACKAY 
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ANNEX 
 
Scottish Government response to the Finance and Constitution Committee Stage 1 report on the Air Departure Tax (Scotland) Bill 
 

Report recommendations Scottish Government response 

(Paragraph 30) The Committee recommends that 
the Scottish Government brings forward 
amendments at Stage 2 which make detailed 
provision for exemptions from the definition of 
‘chargeable passenger’ and ‘chargeable aircraft’. 

Other than an exemption for passengers flying from all Highlands and Islands airports 
(which, as explained in the covering letter, cannot be legislated for until it is has been 
notified to and assessed by the EC under State Aid rules), the Scottish Government will 
bring forward Government amendments to the Bill at Stage 2 providing for passenger 
and aircraft exemptions under ADT. 

(Paragraph 34) The Committee asks the Scottish 
Government to respond to the suggestion that 
flights to Highlands and Islands airports from 
other Scottish airports should be exempted from 
the definition of chargeable aircraft. 

The Scottish Government is committed to supporting regional development in Scotland 
and recognises the importance of air transport for people and businesses in the 
Highlands and Islands region, particularly in remote areas and island communities, and 
is determined to find the most effective way to provide the best possible support to 
Highlands and Islands communities.  
 
The Scottish Government is aware of the views raised by some stakeholders that any 
aircraft or passengers flying to Highlands and Islands airports from other Scottish 
airports should be exempt from ADT. The Scottish Government will consider this as part 
of the work it is currently undertaking with regards an exemption for passengers flying 
from Highlands and Islands airports.  

(Paragraph 43): The Committee agrees with the 
recommendation of the Delegated Powers and 
Law Reform Committee with regard to section 
10(2): 

 
“[That] the Scottish Government considers 
bringing forward an appropriate amendment at 
stage 2 to more closely align the power in section 
10(2) with its stated policy intention of enabling 
the Scottish Ministers to make provision relating 
to the core structure of ADT, as provided for in 
section 9 of the Bill, which does not relate to tax 
bands or tax rate amounts”. 

The Scottish Government considers that section 10(2) of the Bill as currently drafted, 
and when read in its context with section 10(1) and 10(3), is consistent with the policy 
intention of providing a secondary legislation power to make provision relating to the 
structure of the tax beyond defining tax bands and setting tax rate amounts, and as such 
does not plan to bring forward an amendment at Stage 2 with regards to this provision. 
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Report recommendations Scottish Government response 

(Paragraph 46): The Committee recommends 
that the Budget Process Review Group should 
consider whether a Finance Bill would be a more 
appropriate means for the setting of devolved tax 
rates and bands. 

The Scottish Government has passed on the Committee’s recommendation to the 
Budget Process Review Group. 

(Paragraph 56): The Committee invites the 
Scottish Government to note the above evidence 
[set out in paragraphs 47 to 55 of the report] in 
finalising its proposals for the rates and bands. 

The Scottish Government notes and welcomes the wide range of evidence provided to 
the Committee, and will take this evidence into account when determining the 
Government’s proposals for the ADT rate amounts and bands that will apply from 1 April 
2018. 

(Paragraph 67): The Committee recommends 
that the Scottish Government commission an 
independent economic impact analysis of the 
proposed reduction in ADT.  
 
(Paragraph 68): The Committee recommends 
that the economic impact analysis should be 
published ahead of or at least at the same time 
as the Scottish Government proposes its 
approach in its consultation document on ADT 
tax rates and bands.  

The Scottish Government has listened carefully to the evidence provided to the 
Committee and has commenced the commissioning of an independent economic impact 
analysis of the Government’s plans for a 50% reduction in the overall burden of ADT by 
the end of the current session of the Scottish Parliament. The analysis will be published 
in the autumn, no later than when the Government sets out its secondary legislation 
plans for the ADT tax rate amounts and tax bands that will apply from 1 April 2018. In 
addition to this analysis, a robust monitoring and evaluation framework will be put in 
place for assessing the economic impact of ADT in the future.  
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Report recommendations Scottish Government response 

(Paragraph 72): The Committee recommends 
that the socio-economic and environmental 
outcomes arising from ADT should be regularly 
evaluated and reported upon every second year 
to Parliament. Accordingly, the Committee 
recommends that the Scottish Government bring 
forward amendments at Stage 2 that will place a 
duty on Scottish Ministers to this effect. 

As set out on the following page (responses to paragraphs 86 and 87), the Scottish 
Government is already undertaking a wide range of assessments to consider the 
environmental impacts that may arise as a result of its ADT plans. These include a 
Strategic Environmental Assessment (SEA) and greenhouse gas emissions and noise 
assessments. If the Government proposes any further changes to ADT beyond its plans 
for a 50% reduction in the overall tax burden by the end of the current Parliament, and if 
these further changes were considered likely to have a significant environmental effect, 
it would be a requirement of the Environmental Assessment (Scotland) Act 2005 that a 
SEA be carried out before those plans could be legislated for or implemented. The 
Scottish Government does not believe that it is necessary or desirable to make duplicate 
provision in the Bill. 
 
The Scottish Government fully supports and recognises the importance of robust 
analysis of policies after implementation. Therefore, in addition to the analysis already 
being carried out, the Scottish Government will ask that the independent economic 
impact analysis considers the best way to design a robust monitoring and evaluation 
framework so that this can be put in place for assessing the socio-economic and 
environmental impacts of ADT in the future. 
 
Given this, the Scottish Government does not intend to bring forward an amendment to 
the Bill at Stage 2 placing a duty on Scottish Ministers to undertake assessments every 
two years of the socio-economic and environmental outcomes arising from ADT. 
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Report recommendations Scottish Government response 

(Paragraph 86): The Committee intends to fully 
scrutinise the environmental impacts of the 
proposed 50% reduction in ADT when the 
Strategic Environmental Assessment is published 
alongside the proposed rates and bands for ADT. 
 
(Paragraph 87): The Committee agrees with the 
RECC Committee that the Scottish Government 
should publish an analysis of the likely increase 
in carbon emissions arising from the proposed 
50% reduction and recommends that the Scottish 
Government publish this as part of the Strategic 
Environmental Assessment. 

As the Committee is aware, the Scottish Government is currently undertaking a SEA in 
relation to its plan for a 50% reduction in the overall burden of ADT by the end of the 
current session of the Scottish Parliament. The next main step of the SEA process is to 
publicly consult on that plan along with an accompanying Environmental Report. The 
Environmental Report will outline the findings of the assessment of the plan against a 
wide range of environmental topics such as climate factors, air quality, material assets 
and biodiversity. 
 
As well as the SEA, the Scottish Government is currently undertaking quantitative 
assessments on the likely greenhouse gas emission and noise impacts of the overall 
50% reduction plan. The noise impact will be published in the autumn, no later than 
when the Government sets out its secondary legislation plans for the ADT tax rate 
amounts and tax bands that will apply from 1 April 2018. 
 
The greenhouse gas emission assessment will be based on the same methodology 
used for Transport Scotland’s September 2014 analysis (which estimated a one-year 
greenhouse gas emissions impact from a 50% reduction in UK APD) and will cover the 
period from April 2018 (when ADT is expected to come into effect) to March 2021 (which 
is when the current session of the Scottish Parliament is due to end). It will be published 
as supporting information to the consultation alongside the Scottish Government’s plan 
and Environmental Report. 

(Paragraph 88): The Committee agrees with the 
UKCCC, that within the Climate Change Plan 
there needs to be a credible overall strategy for 
aviation that is in line with its climate obligations.  

The Scottish Government notes the Committee’s support for an aviation emissions 
strategy within the Climate Change Plan, and will respond to the Scottish Parliament in 
due course on this matter. 



 

St Andrew’s House, Regent Road, Edinburgh EH1 3DG 

www.gov.scot 
  

 

Report recommendations Scottish Government response 

(Paragraph 95): The Committee seeks 
clarification from the Scottish Government on 
what action it is taking to ensure that any 
differentiated approach [for different areas, 
different airports or different categories of 
passenger] is ‘legally compliant’. 

The Highlands and Islands region aside, the Scottish Government is of the view that the 
best way of achieving its strategic objectives to boost Scotland’s air connectivity and 
generate sustainable economic growth is to broadly structure ADT in such a way which 
applies equally to all areas and airports. A differential approach is likely to increase the 
complexity of  the tax, and in this regard the Scottish Government notes the strong 
support from a majority of stakeholders for ADT to retain broadly the same structure as 
UK APD, both in terms of its design and its operation, on the basis that it has proven a 
relatively simple structure in terms of administration and compliance. 
  
The Scottish Government notes that differentiated approaches (in whatever form) have 
the potential to engage European Union law, and the Scottish Government takes a 
diligent approach in the examination of such matters, taking appropriate advice where 
required.  

(Paragraph 108): The Committee notes the 
provisions in Part Four of the Bill. The Committee 
requests that Revenue Scotland provide written 
updates to the Committee on the implementation 
of ADT. The Committee requests that the 
Scottish Government consider the specific, 
technical questions raised in written evidence by 
organisations such as CIOT and ICAS. 

The Scottish Government understands that Revenue Scotland will provide regular 
written updates to the Committee on the implementation of ADT. 
 
The Scottish Government has considered all of the specific technical questions raised in 
written evidence provided to the Committee, and intends to bring forward a small 
number of Government amendments to the Bill at Stage 2 as a result. 
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Report recommendations Scottish Government response 

(Paragraph 111): The Committee seeks the 
Scottish Government’s view on the issues raised 
with regard to double taxation where a passenger 
undertakes a journey involving connected flights.  

In order to avoid double taxation on connecting flights which are covered by the same 
agreement for carriage it is important that, as far as possible, the connected flight rules 
under both UK APD and ADT are the same. In this regard, as the Committee has noted 
the connected flight provisions set out in the ADT Bill are in effect the same as those set 
out in UK APD legislation. However, the current UK APD exemption for a passenger 
carried on a second or subsequent connected flight is not yet replicated in the Bill.     
 
The Scottish Government is aware of the views raised by some stakeholders that 
double taxation should not apply to ticketed flights which would otherwise be deemed as 
connected save for the fact that they are not covered by the same agreement for 
carriage i.e. where the flights are run by different aircraft operators. As some of those 
stakeholders have noted, there are technical challenges with implementing such a policy 
- mainly due to the different systems and processes used by such aircraft operators.  
 
The Scottish Government is willing to consider any suggestions or solutions that 
stakeholders may have on this matter, but there are currently no plans to make any 
changes before ADT comes into effect from 1 April 2018. In order to avoid double 
taxation it is important that both the UK and Scottish Governments continue to engage 
with each other on this matter at such time as any changes are considered. 

(Paragraph 115): The Committee therefore 
recommends that the forecast impact on the 
Scottish budget to 2021-22 is provided ahead of 
or at least alongside the proposals for tax rates 
and bands that the Scottish Government intends 
to consult upon and will form the basis for the 
secondary legislation that the Parliament will be 
required to consider. 

The Scottish Government will provide a forecast impact on the Scottish Budget at the 
same time as it sets out its secondary legislation plans for the ADT tax rate amounts 
and tax bands that will apply from 1 April 2018. 
 
Separately the Scottish Fiscal Commission will assume responsibility for producing 
independent forecasts of receipts from ADT to inform the Scottish Government’s Draft 
Budget 2018-19 and the Budget Bill. These forecasts will reflect the Scottish 
Government’s policy for ADT. 

 
 


