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Dear Bruce 

AIR DEPARTURE TAX  
UPDATE TO THE FINANCE AND CONSTITUTION COMMITTEE 

I am writing to you to update the Finance and Constitution Committee on Air Departure Tax 
(ADT), and on progress made with the associated legislation and accompanying reports. 

As you will be aware, on 5 October 2017 I updated Parliament on the implementation of ADT 
and, in particular, the exemption for flights departing from Highlands and Islands airports. As 
the Committee will know, a Highlands and Islands exemption has applied under UK Air 
Passenger Duty (APD) since 2001. It is a feature of APD and the Scottish Government 
believes it should be a feature of ADT, given the importance aviation plays in supporting 
residents, businesses and tourism in the area. However, as I have previously set out to the 
Committee, after very careful consideration, we have concluded that in order for the 
Highlands and Islands exemption to be compliant with EU law and state-aid regulations, it 
must be notified for approval to the European Commission. Under the Scotland Act (1998), 
the Scottish Government and Scottish Parliament cannot act in a way which is contrary to 
EU law.   

Since first notifying the Committee and Parliament of this position, I have had a series of 
discussions and exchanges of correspondence with UK Treasury Ministers on how to 
resolve this issue. I and my officials have left no stone unturned in investigating ways to 
deliver the same or a better outcome for the Highlands and Islands, without the need to 
notify the European Commission. However, the only option identified that delivers the same 
outcomes for the Highlands and Islands, which does not require notification and could be in 
place for 1 April 2018, would be to use rates and bands.   
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This would mean the Scottish Government absorbing significant costs simply to ensure that 
there is no detriment to communities compared to the existing operation of the tax in 
Scotland. Whilst we readily acknowledge that the costs and benefits of any policy changes to 
the tax would be attributable to the Scottish Government, this significant revenue loss would 
result from action forced on us to replicate existing outcomes, rather than any targeted 
reductions designed to maximise the economic impact. This would be a clear breach of the 
principle of no detriment set out by the Smith Commission, and would run contrary to 
paragraph 5 of the Fiscal Framework - that the Scottish Government will be able to exercise 
its fiscal powers fully and flexibly.   
    
I remain supportive of notifying the Commission, but it is for the UK Government to resolve 
this issue to ensure that the new power can be operated fully and – as the EU member state 
– it is only the UK that can take forward the notification. I am also aware that the European 
Commission will need time to consider any case made, so it is already unlikely that we could 
get a decision from the Commission in time for ADT to be introduced on 1 April 2018. 
Therefore, to enable the tax to go ahead as planned, I have set out a proposal for the UK 
Government to take account of the costs that will have to be borne to replicate the tax as it 
currently operates in the calculation of the Block Grant Adjustment. Amending the Block 
Grant Adjustment in this way will enable the Scottish Government to deliver support to the 
Highlands and Islands whilst ensuring that neither the Highlands and Islands nor Scotland’s 
public finances suffer detriment as a result. This adjustment could be made either until a 
satisfactory alternative is identified or, if the UK Government is prepared to accept any 
potential financial risks associated with notification, whilst notification takes place. 
 
Following my statement I wrote again to the UK Government to set out my position. I have 
urged them to work with me to reach an agreement by the time of the UK Autumn Budget at 
the latest to allow me to move forward as planned with the introduction of ADT in Scotland 
from 1 April 2018. I remain committed to working with the UK Government to secure a 
resolution. 
 
As regards other work to support the ADT policy, the Scottish Government has recently 
undertaken a public consultation on the 50% reduction policy, and on the Environmental 
Report that was produced as part of the Environmental Assessment. External contractors 
are currently conducting an analysis the responses received and the outcome of this 
consultation will be published in due course. In addition to this, and in response to the 
Committee’s report at Stage 1 of the ADT Bill, work is being finalised on the two independent 
assessments of economic and noise impacts of the proposed reduction in ADT. This work is 
therefore still on track to be published this autumn. 
 
I hope you find this information helpful and I will continue to keep the Committee and the 
Parliament updated on this matter.  
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