Correspondence from the Minister for Public
Finance, 17 February 2026

Dear Convener
Visitor Levy (Amendment) (Scotland) Bill - Response to Stage 1 Report

Thank you for the Local Government, Housing and Planning Committee’s report on
the Visitor Levy (Amendment) (Scotland) Bill, published on 11 February.

| appreciate the Committee’s careful consideration of the Bill within the necessarily
tight and expedited timetable, and | am grateful for the constructive approach taken
throughout Stage 1.

| hope that my response is helpful in your further consideration of the Bill. | look

forward to debating the Stage 1 report on 19 February 2026 and to continuing to
work with the Committee on this important Bill at Stage 2. | remain committed to
continuing to engage with stakeholders throughout the Bill process to ensure we
deliver legislation that balances the needs of industry and local government and
supports effective operation of visitor levies.

Annex A sets out the Government’s response to all of the recommendations made in
the Committee’s report, using the recommendation and paragraph numbers in that
report. | hope that the Committee will find this response helpful.

| also extend my thanks for careful scrutiny and consideration of the Bill at Stage 1 to
the Delegated Powers and Law Reform Committee who advised that their view is
that powers in the Bill are acceptable in principle and that they are content with the
choices of procedure. The Finance and Public Administration Committee agreed to
forward submissions to you and take no further action. | am copying this letter to
those Committee Conveners.

| look forward to continuing to work with the Committee and wider Parliament on this
Bill.

Ivan McKee



Annexe A

Recommendation No, and paragraph
within the report

Scottish Government Response

1. At paragraph 64: “The Committee notes
the difficulties in estimating costs to local
authorities and businesses on a
discretionary charge. The Committee
also notes that the flexibility introduced
by the Bill creates a challenge to
estimate costs. However, it is a
requirement that the Financial
Memorandum contains the best
estimates of costs. The Minister said the
Financial Memorandum was developed
in consultation with stakeholders.
Stakeholders have come up with
different estimates.”

2. At paragraph 65: “The Committee
recommends that the Scottish
Government should provide detail in the
response to this report on the
consultation it undertook with
stakeholders on the Financial
Memorandum and why there is a
discrepancy between local authority and
Scottish Government estimates.”

The Scottish Government recognises the inherent uncertainties in estimating costs for a
discretionary power where scheme design, timing and scope will vary between local authorities.
The Financial Memorandum therefore sets out the best available estimates, drawing on evidence
from local authorities, industry bodies, and other stakeholders, while applying consistent underlying
assumptions to ensure comparability.

Different stakeholders provided divergent cost ranges, reflecting the variety of potential scheme
designs and differences in local operational models. Such variation is expected in a framework that
intentionally provides flexibility to local authorities. The Financial Memorandum for this Bill seeks to
reconcile this by presenting the most robust central estimates.

Development of the Financial Memorandum which accompanied the 2023 Bill included engagement
with a wide range of stakeholders, including local authorities, accommodation providers and
representative bodies. This process helped refine assumptions on likely administrative processes,
data requirements, and system costs.

The Scottish Government acknowledges that individual local authority estimates may differ from
those developed centrally. This is primarily because local authorities are likely to model costs based
on their anticipated local delivery choices, including the scale of digital development, staffing
models, and integration with existing systems. The Scottish Government’s estimates apply a
standardised set of assumptions across Scotland to ensure consistency. Different local authorities
are at different stages of development or implementation of their prospective visitor levy schemes.
As a result, their local estimates reflect varying degrees of design maturity, system planning, and
operational readiness.

The Scottish Government will continue to work with local authorities ahead of implementation to
refine understanding of cost implications as individual schemes are developed.

As noted in the committee report, in line with the standing orders, if the Bill is amended at stage 2 in
a way which substantially alters “the costs, savings or revenues set out in the Financial
Memorandum” for the Bill, a revised or supplementary Financial Memorandum will be lodged.




Recommendation No, and paragraph Scottish Government Response
within the report

3. At paragraph 66: “The Committee No decisions have yet been made on whether amendments are required and if so whether these
recommends the Scottish Government will be lodged at Stage 2. Should any amendments have cost implications which may require a
should provide an update on the Financial Resolution, an update on these and potential associated costs will be provided to the

amendments it is considering for Stage 2 | Committee at the earliest opportunity before Stage 2. | will, of course, also provide a revised or
of the Bill, and any associated costs, at | supplementary Financial Memorandum if one is required, as required Standing Order Rule 9.7.8B.

the earliest opportunity to allow Rule 9.7.8B requires that if a Bill is amended at Stage 2 so as to substantially alter any of the costs,
members time to consider these ahead | savings, and changes to revenues set out in the Financial Memorandum that accompanied the Bill
of Stage 2.” on introduction, a revised or supplementary Financial Memorandum is required.

4. At paragraph 79: “The Committee The Scottish Government welcomes the Committee’s recognition of the importance of flexibility for
welcomes the Scottish Government's local authorities. Allowing councils to choose between a percentage-rate model and a flat-rate
response to the calls of many model ensures they can adopt the approach that best fits local circumstances.

stakeholders for flexibility.”
We acknowledge that in answering the calls for flexibility from stakeholders, that flexibility may

5. At paragraph 80: “The Committee create a more varied visitor levy landscape across Scotland depending on local decisions. Section
supports the inclusion of the ability to 75 of the 2024 Act provides the monitoring mechanism. It requires Scottish Ministers to review and
choose between a percentage rate report on the operation of the Act to Parliament. The first reporting period covers three years from
model or a flat rate model for each when the first scheme comes into effect. We will continue to work closely with local authorities to
scheme a local authority establishes. support consistent and effective implementation in the meantime.

However, we recognise that the
introduction of multiple options
represents the potential for a
complicated landscape across Scotland,
and indeed within individual local
authorities. As the Committee previously
recommended, it is essential the
implementation of visitor levies across
Scotland is monitored.”

6. At paragraph 88: “The Committee was The Scottish Government welcomes the Committee’s support for the introduction of flexibility which
supportive of the possibility of local would enable an authority to develop more than one visitor levy scheme. We recognise the
authorities having the flexibility to




Recommendation No, and paragraph Scottish Government Response
within the report

develop more than one scheme during importance of ensuring clarity and avoiding unnecessary complexity for businesses. We will

our considerations of the 2024 Act. carefully consider the Committee’s concerns and recommendations ahead of Stage 2 of the Bill.
However, we noted "the need to avoid
unnecessary complexity for

ni»

businesses""”.

7. At paragraph 89: “The Committee is of
the view that uncertainty over whether a
chargeable transaction could be subject
to more than one scheme is unhelpful.
This is particularly acute as the Bill
proposes to introduce considerable
flexibility for local authorities to vary
schemes throughout their areas. The
Committee recommends that the
Scottish Government should clarify this
position in the Bill at Stage 2”.

8. At paragraph 106: “The Committee is The Scottish Government welcomes the Committee’s support of the inclusion of options for local
supportive of the inclusion of options for | authorities to vary the application of a levy based on a fixed amount. We recognise the potential
local authorities to vary the application of | operational challenges associated with a per-person-per-night model and the importance of
a levy based on a fixed amount. These ensuring clarity for both local authorities and accommodation providers.
will allow local authorities to adapt to
local needs and circumstances, as well We are carefully considering the Committee’s recommendations and the issues raised by

as support a progressive element to the | stakeholders, and will reflect on these for Stage 2. This will include considering what further clarity
operation of the levy. This will protect may be appropriate through potential amendments or guidance to ensure the Bill delivers a visitor
budget accommodation, support rural levy that balances flexibility and simplicity for local authorities and businesses alike.

and island economies, and avoid

t Local Government, Housing and Planning Committee. 10th Report, 2023 (Session 6).
Stage 1 Report on Visitor Levy (Scotland) Bill (SP Paper 502)
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Recommendation No, and paragraph Scottish Government Response
within the report

disproportionate impacts on lower-
income visitors.”

9. At paragraph 107: “However, we
recognise the potential difficulties
involved in the per-person-per-night
model.”

10.At paragraph 108: “The Committee
recommends that the Government
considers these issues and provides
further clarity on its operation through
Stage 2 amendments or draft guidance”.

11.At paragraph 118: “The Committee is The Scottish Government welcomes the Committee’s support for the clarification in section 2 of the
supportive of the provisions in Section 2 | Bill on what constitutes a chargeable transaction. We recognise the importance of ensuring that the
of the Bill to clarify what constitutes a provisions operate fairly and as intended.

chargeable transaction.”
The 2024 Act already provides a range of tools for local authorities to address potential avoidance
12.At paragraph 119: “The Committee behaviours, including the ability to require information, verify returns, and take enforcement action.
seeks the Scottish Government's views | These provisions enable local authorities to identify and respond to practices such as artificially
on the potential misuse of this provision | lowering the value of transactions.
by artificially lowering the value of the
initial transaction to minimise the levy

payable.”
13.At paragraph 125: “The Committee | welcome the Committee’s recognition of consensus on the amending provision in relation to
recognises the general consensus on returns.

the clarification that returns made under
section 26 of the 2024 Act should be
based on the date of occupancy.”




Recommendation No, and paragraph
within the report

Scottish Government Response

14.At paragraph 132: “The Committee
welcomes the Government's
responsiveness to the evidence heard
during the Stage 1 process and is
supportive of shortening the consultation
and/or transition periods appropriately to
the scale of the changes local authorities
propose to make to existing schemes.”

15. At paragraph 133:” The Scottish
Government has confirmed it will make
amendments at Stage 2, the content of
which has not been considered. Given
the expedited time frame for
consideration of the Bill, the Stage 2
period will not be long. It is therefore
imperative that the Scottish Government
provides clarity on the time frames for
consultation and transition periods
where local authorities have already
begun implementation of a percentage-
based scheme and wish to change to a
fixed rate model, or where local
authorities wish to increase fixed-rate
charges to reflect inflation.”

16.At paragraph 134: “The Committee
recommends the Scottish Government
should make clear at the earliest
possible opportunity what the
consultation requirements will be for

Section 4 of the Bill removes the consultation requirement where an existing scheme has to be
modified to reflect the changes to section 14(1)(d) and (k) provided for by the Bill. It does not
change the consultation requirements specified in section 13 of the 2024 Act.

It is important to recognise that while section 13(1)(b) of the 2024 Act requires consultation it does
not specify the length of the consultation period. It is for each authority to determine this and to
ensure there is sufficient time for all stakeholders to engage and feed in their views.

We recognise there is value in ensuring that consultation and/or transition (implementation) period
requirements are proportionate to the scale of changes local authorities wish to make to existing
visitor levy schemes.

We note the issues raised by the Committee and stakeholders about the need for clarity around
timescales, particularly where authorities have already begun implementing a percentage-based
scheme and may wish to adjust or develop it further or to reflect inflation increases where the levy is
set as a fixed amount. We are considering these matters ahead of Stage 2. We continue to engage
with both industry and local authority stakeholders to consider what further clarity may be
appropriate in relation to transition periods.




Recommendation No, and paragraph
within the report

Scottish Government Response

those seeking to introduce additional
schemes or amend existing schemes.”

17.At paragraph 139: “The Committee
recommends that the Scottish
Government set out its views on
transition arrangements (both in the
original Act and arising from the
changes proposed by the Bill) and
whether these are intended to be
included in the Stage 2 and Stage 3
amendments it has already indicated will
be proposed.”

The Scottish Government recognises the importance of providing clarity on transition arrangements
and how they interact with implementation periods, both as set out in the 2024 Act and in light of the
changes proposed by this Bill. We note industry stakeholders call for removal of section 17(2).

We are considering these matters ahead of Stage 2, including what further clarification may be
appropriate to support local authorities and businesses as schemes are introduced or amended.

18.At paragraph 149: “The Committee has
considered this Bill at pace, in little more
time than would be available to consider
instruments laid under the affirmative or
negative procedure. We do not consider
the timescales available to the
Committee to consider this legislation
have been sufficient. While we recognise
the importance of swift adaptation to
unforeseen consequences, we believe
the primary focus of this Bill — the basis
on which the levy can be charged — was
not unforeseen. It was raised by
stakeholders during the passage of the
2024 Act.”

19.At paragraph 150: “The Committee is
supportive of the inclusion of this

The Scottish Government acknowledges the Committee’s concerns about the pace at which the Bill
has been considered and is grateful for the Committee’s flexibility.

We welcome the Committee’s support for the provision enabling Ministers to make further provision
about the operation of the 2024 Act. As the Committee notes this provision would not apply to
changes to the basis on which the levy is charged. We consider that such significant changes are
best made through primary legislation, however we will reflect carefully on the Committee’s
recommendations as we consider the scope and application of this power ahead of Stage 2.




Recommendation No, and paragraph
within the report

Scottish Government Response

provision to ensure that future
unforeseen operational issues can be
quickly remedied. However, this does
not extend to policy changes such as the
basis on which the fee is levied. It is right
that the regulation-making power should
be limited to amendments as to how the
levy is calculated, charged and paid.”

20.At paragraph 151: “The Committee

recommends the Scottish Government
should reflect on whether this should
extend to changes to the basis on which
the levy is charged.”

21

.At paragraph 162: “The timetable for this

Bill has been challenging. Given that the
Bill has arisen as a result of issues with
the 2024 Act and the Scottish
Government's change of view on the
options which should be available for
charging the levy, there is an argument
to be made for careful and thorough
scrutiny of the amending legislation. The
Policy Memorandum could have
included more justification for the
expedited timetable the Bill has been
subject to.”

22.At paragraph 163: “The Committee

recognises the positive engagement the
Scottish Government has undertaken

The Scottish Government recognises that the timetable for this Bill has been and is challenging.
The Bill was brought forward at pace to address the calls for greater flexibility from stakeholders on
options available for charging the levy and to address matters identified during implementation of
the 2024 Act. We are grateful for the Committee’s consideration within the time available. Bringing
forward the legislation in this Parliament means that third party sales and reporting provisions will
be clarified ahead of the City of Edinburgh Council visitor levy scheme starting on 24 July 2026.

We also acknowledge the Committee’s observations on consultation. While a formal public
consultation was not undertaken, the Scottish Government engaged with local authorities, industry
representatives and other stakeholders in developing the Bill based on their feedback. We welcome
the Committee’s recognition of this engagement and will continue to work closely with stakeholders
as the Bill progresses. A full public consultation took place ahead of the 2024 Act which this Bill now
seeks to amend.




Recommendation No, and paragraph
within the report

Scottish Government Response

with stakeholders in developing the Bill,
while noting that the Scottish
Government has not undertaken a
formal, public consultation on it.
Stakeholders were critical of the time
available to respond to the Committee's
call for views, which represents the only

public, formal opportunity to comment on

proposed changes to the operation of
the visitor levy scheme framework.”

23.At paragraph 167: “The Policy

Memorandum could have included more

information about why other options
such as a point-of-entry model were not
included alongside the fixed-rate model
given the justification for adding options
was flexibility for local authorities.”

24 At paragraph 168: “Further information in

the Policy Memorandum on why other
tourism-related issues such as a cruise
ship levy were not included in the Bill
would also have been helpful. While
recognising this is not in the Bill and the
Scottish Government's position is that
this would require separate primary
legislation, the Committee seeks an
update on the work to analyse the
results of the cruise ship levy

The Scottish Government recognises the Committee’s interest in additional options, such as a
point-of-entry model, which were not included in the Bill. While a question on a point-of-entry levy
was included in the 2025 Cruise Ship Levy formal public consultation, this option has not been
explored in any depth. Only one question was asked and limited policy work has been possible
since that time. Developing a point-of-entry levy is complex, requiring substantial policy
consideration and extensive stakeholder engagement, as it represents a fundamentally different
form of local taxation from an accommodation-based levy. This Bill is focused on increasing
flexibility within the existing visitor levy framework rather than creating new, distinct levy types.

On a potential cruise ship levy, as the Committee notes, this would require separate primary
legislation. A cruise ship levy involves a very different taxable event, as cruise ships are moveable
assets and any approach would need to take account of interactions with reserved maritime
legislation. Work on the cruise ship levy has been paused while priority has been given to the
Visitor Levy Amendment Bill. The Scottish Government has been analysing responses to the 2025
consultation, and the consultation analysis will be published in the coming weeks.




Recommendation No, and paragraph
within the report

Scottish Government Response

consultation which concluded in May
2025.

Conclusion

25. At paragraph 177: “The Local
Government, Housing and Planning
Committee draws its conclusions and
recommendations on the Bill to the
attention of the Parliament and
recommends that the general principles
of the Bill be agreed to.”

The Scottish Government welcome the Committee’s report and its support for the general principles
of the Bill. | reiterate my appreciation for the Committee’s work on an expedited basis for this Bill. |
also echo their thanks to all who contributed to the evidence sessions at this pace.

| look forward to engaging with members first at the upcoming Stage 1 Debate, and further as the
Bill proceeds.
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