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Response of The Board of Airline Representatives in the UK 

(BAR UK) Ltd

to

Aviation Duty: a consultation

Introduction

The Board of Airline Representatives in the UK Ltd (BAR UK) is the scheduled airlines’ industry association in the United Kingdom. On their behalf, BAR UK represents over 90 airlines in their dealings with external stakeholders, not least government departments. A full list of members is appended to this response in Annex 2.

BAR UK appreciates the opportunity to engage in this consultation. We are pleased to publicly thank the Treasury for the meetings it has held with us, for the wider industry briefings to which we have been invited, and for the presentation made to our membership on 1st February. 

We have listened objectively, and with interest, to the views put forward by Treasury and to the aims and objectives of the proposed Duty. However, no matter what rationale is used to justify this duty, there is no doubt that its prime purpose, like that of Air Passenger Duty, is to simply raise revenues for the Exchequer. 

We have also listened to the views of our member airlines who have the strongest possible concerns on the proposed duty, and its adverse effects,

Our summary and detailed responses, based on the above comments, now follow. 

A. SUMMARY of RESPONSES

1. Taxation schemes do not contribute to environmental performance.

Aviation taxation schemes are blunt instruments, including the current Air Passenger Duty (APD).

In place of taxation, a properly-designed Emissions Trading Scheme would be a much more effective tool. It needs to be global and voluntary, and aimed at supplementing the reductions in emissions that can be achieved through the major drivers of efficiencies through technology, operations, infrastructure and positive economic measures. These four drivers are encompassed in IATA’s four-pillar strategy.

2. Revenue-driven proposal

This duty has been proposed merely to generate revenues for the Exchequer.

It has the proclaimed objective of generating an additional £520m per annum, but no specific objectives in respect of environmental mitigations.

3. Aviation is already more than its fair share in environmental costs, and in its contributions to support public services. 

Aviation already makes a positive contribution of £2bn to the Treasury through APD, the equivalent of four times the estimated environmental impact of UK aviation emissions. 

4. The proposed tax fails the Treasury’s own ‘Principles of a per plane duty’. Specifically, there would be: 

a. extensive competition and market distortions, 

b) the loss of jobs and economic activity in the UK, leading to government revenue reductions in other areas eg VAT, and increase spending in social and unemployment benefits.

c) a lack of clarity and transparency,

d) widespread consumer confusion.

e) a conflict with the Chicago Convention.

5.  UK exports will be made more costly.

Taxing freight will specifically, and adversely, affect exporters and the cargo transhipment business in the UK, making them, and the UK, less competitive. It could also result in the relocation of a significant portion of all-freight operations to airports outside of the UK.

6. The consultation is incomplete. 

As the proposed tax amounts themselves have not been published in conjunction with the proposed structure, it is not possible to properly assess the financial impacts on existing routes or aircraft operators, let alone the impacts of the wider scope of this duty.

7.   The proposed charging criteria are not accepted

The proposal to use MTOW as part of the charging basis is fundamentally flawed, and should not be adopted. The other two options are more flawed due to the uncertain nature of the data.

8.  Administration preference is unacceptable

Strong objections exist in respect of the proposed administration process, where the collection and administration is favoured via licensed airports.

The duty, if implemented, must be collected directly from airlines.

9. The Impact Assessment: Incorrect geographic coverage statement

The Impact Assessment is incorrect in stating that the geographic coverage of the policy/option is the UK. The duty specifically extends to all parts of the world, and openly taxes airlines for emissions outside of UK airspace. 

The impact also extends to some foreign airlines, in respect of their ‘5th Freedom’ rights. That is their right for them to pick up passengers in this country who are destined for a third-party country e.g. Air India carrying passengers from London to New York).

The detailed responses from BAR UK now follow in Section B below.

B. DETAILED RESPONSES

1. Taxation schemes do not contribute to environmental performance.

Our member airlines are explicit in their opposition to any taxation of air travel.

Aviation taxation schemes have always been deemed blunt instruments, including that of the Air Passenger Duty (APD).

Instead, a properly-designed Emissions Trading Scheme would be a much more effective tool. It needs to be global and voluntary, and aimed at supplementing the reductions in emissions that can be achieved through the major drivers of efficiencies gained through technology, operations, infrastructure and positive economic measures. These four drivers are encompassed in IATA’s four-pillar strategy.

Taxation also reduces the ability of airlines to finance their investments in newer, and more efficient, aircraft, so inhibiting research and development in these areas.

2. Revenue-driven proposal

This is exemplified by the fact that the aim this proposed duty is specifically to generate another £520 million for the Treasury, without any specific environmental expenditure in mind. It should not proceed.

It is noted, as indicated in Paragraph 1.2.1 of the Impact Assessment, that this is clearly a revenue-generating tax, with the proclaimed objective of generating an additional £520m per annum.

Para 2.0.2 then goes on to say that whichever of the design options is chosen, the duty collected will still be the same.

The revenues generated are destined for the Consolidated Fund and have no specific objectives in respect of environmental mitigations.

3. Aviation is already more than its fair share in environmental costs, and in its contributions to support public services. 

Aviation already makes a positive contribution of £2bn to the Treasury through APD. That is the equivalent of four times the estimated environmental impact of UK aviation emissions. 

Whereas aviation fully covers its own costs in respect of infrastructure including airports, air traffic services and significant elements of road and rail connectivity, the UK rail network costs the Treasury several billion pounds a year in subsidies.

4. The proposed tax fails the Treasury’s own ‘Principles of a per plane duty’.

Paragraph 1.17 of the consultation document sets out these out, as shown below (we have lettered them for ease of reference):

a) to ensure the industry makes a greater contribution towards its environmental costs and to ensure that the aviation sector continues to contribute fairly and equitably towards the funding of public services;

b) to have a fairer duty more in line with the environmental impacts of flights, including the distance travelled, and which takes into account of any social or economic impacts including market distortions; 

c) to provide incentives for the more efficient use of planes by taxing similar sized aircraft the same, no matter how full the plane;

d) as a starting assumption, (to) apply aviation duty to all flights taking off from the UK, as all aircraft produce emissions;

e) have a simple, transparent and coherent duty which imposes minimal administrative burdens on industry and Government and minimises the capacity for non-compliance and for artificial tax-motivated behaviour which does not deliver environmental benefits; and

f) ensure that it is compatible with the UK’s commitments under international law, including the Chicago Convention, bilateral agreements and EU law.

Those that fail their objectives are:

4. a) Re a greater contribution towards its environmental costs

This Principle fails inasmuch that aviation is already paying more than its fair share in environmental costs, and in its contribution to supporting public services.

With the exception of a very few domestic services to remote destinations, aviation activity in the UK is completely free of subsidy, including fares, aircraft, airports and infrastructure. 

Whilst it is acknowledged that civil air transport is exempt from paying vat or duty on fuel, Air Passenger Duty (APD) has been imposed as an alternative form of revenue collection for the Treasury.

At a time when it was already contributing £1 billion per annum, APD was doubled at extremely short notice in February 2007 to £2 billion. This duty has the stated objective of raising another £0.52 billion, and the last pre-Budget Report has indicated that a further increase of 10% will be levied in the 2011/12 financial year.

Railways, on the other hand, including private companies, continue enjoy their long history of multi-billion pound subsidies. This was forecast to be £4.9 billion for 2006/7 (Transport Committee on Transport 6th Report).

4.b) Re environmental, social and economic impacts, and market distortions.

This principle fails because there are very significant market and competitive distortions that will arise if this tax is implemented.  

Note: For the purposes of measuring the financial impacts of the scenarios below, and because the financial structure of the duty is unknown, the current levels of APD have been used; they DO NOT take into account the additional £520 million expected to be generated, so are a best case scenario. All journeys are on a return basis.
THREE main distortions of the passenger market arise:

(i) Those passengers who need to make a connection en route from their point of origin within the UK to their point of destination.

Example:  Return air travel commencing in Scotland, and connecting at a London airport, to a final destination beyond the EEA countries.

Such passengers would be subject to a duty for every departure within, and ex, the UK. Travel via a non-UK connecting airport e.g. Schiphol, Amsterdam would incur far less duty, and so encourage much more travel in this manner.

Financial distortions 

(return trip per person):


       Via UK
Via EEA     Savings
For economy class journeys outside EEA:

£60            £10         £50

For non-Economy flights outside EEA:
            £100          £10         £90




Market distortions: 
· This will make all flight connections via a UK airport uncompetitive

· This situation does not arise with APD, as it is paid on the basis of the final destination, not the first port of call.

Negative effects on government revenues

· Aviation duty revenues less than those of APD

· Possible increased unemployment benefits, due loss of economic activity

· Less VAT revenues, due to less economic activity.

Environmental gains

There are no environmental gains. The amount of flying is not reduced, but is shifted away from UK economic activity into other countries.

(ii) Those passengers travelling ‘point to point’ beyond the EU/EEA countries

Example: Return air travel London to a Far Eastern destination.

The proposed duty would be levied to the first port of call of any flight, so the nearer it is, the more financially attractive it is likely to become. 

Instead of travelling on a direct flight to the Far East, and incurring the relevant duty to that destination, the alternative of making an intermediate connection within the EU would substantially reduce that cost, as shown here:

Financial distortions 

(return trip per person):


Direct fm UK  
via EEA     Savings
For economy class journeys outside EEA:
 £ 40                  £10           £30

For non-Economy flights outside EEA:
 £ 80

  £20           £60


Market Distortions

· ALL carriers with long-haul direct flights from the UK stand to suffer extensively. 

· Such passengers would be encouraged to travel via a non-UK connecting airport e.g. Charles de Gaulle, Paris.

· Makes direct flights from a UK airport distinctly expensive compared .

Negative effect on government revenues

· Aviation Duty revenues less than APD

· Possible increased unemployment benefits, due loss of economic activity

· Less VAT revenues, due to less economic activity.

Environmental gains

There are no environmental gains that arise from this scenario. The amount of flying is not reduced, but is shifted away from UK economic activity into other countries.

(iii) Those passengers originating outside of the UK who are in direct transit to a country beyond the UK.

Example: New York via London and in direct transit to an EEA or non-EEA country.

The proposed inclusion of transfer passengers within the aviation duty regime would simply add cost for these passengers with absolutely no benefit, and persuade them to travel via another intermediate point.

UK airports, especially Heathrow, Gatwick and, to some extent, Manchester rely extensively on the transfer market. It is vital to them, and to many of the carriers with flights from there.

Route viability is often centred on this significant market; imposing this duty on these passengers would decimate it.

UK airlines would suffer enormously, as would a large number of foreign airlines.

Financial distortions 

(return trip per person):


Via UK  
via EEA        Savings
For economy class journeys within EEA         £  50                  £0              £  50   


For non-economy journeys outside of EEA     £100                  £0              £100

For economy class journeys outside EEA:
 £   50                  £0              £  50

For non-Economy flights outside EEA:
 £ 100

    £0              £100

Market Distortions

 ‘Some airports have a significant volume of transfer passengers. They are very a valuable market to the airlines and the airport operators’ (consultation document, paragraph 5.7.).

The effect of such transfer passengers losing exemption from their current status within the APD rules would impose great competition and financial strains on the industry. If the tax was even attempted to be passed on to travellers, they would simply change to travelling via another country. 

The commercial reality of the marketplace is, however, that airlines would not be able to pass this duty to transfer passengers. Instead, resultant burden would have to be absorbed by other travellers. That, in turn, would distort the scenarios shown in 3.1 and 3.2 above.

Negative effect on government revenues

· Possible increased unemployment benefits, due loss of economic activity

· Less VAT revenues, due to less economic activity.

Environmental gains

· There are no perceived environmental gains that arise from this scenario.

· The amount of flying is not reduced, but is shifted away from UK economic activity into other countries.

4.c) Incentives for the use of more efficient planes.

This principle fails for two reasons:

· Any scheme to tax emissions is effectively taxing fuel, something not permitted by the terms of the Chicago Convention.

· It provides a disincentive to use more efficient aircraft

Air carriers do not need the burden of taxation to incentivise them to carry as full a load as possible; there are many commercial imperatives that already encourage them to do so. The ever-rising cost of fuel is one main driver, and is always concentrating the mind of airline managements.

The proposed use of MTOW as a criterion is, as has been discussed at meetings between the Treasury and industry, significantly flawed, and discourage the use of newer, and more environmentally-friendly aircraft (please see Section 7). 

4. e) Transparency with minimal administrative burdens.

This principle fails because the favoured option would increase the administrative burden.

The financial burden of aviation taxation, in whatever form, is so substantial that airlines are not in a position to absorb it. It must, therefore, be completely transparent to the airlines, their distribution systems, and to their customers.

Whatever its shortfalls, Air Passenger Duty has the great value of being transparent because its structure is clear, and can be easily included as a charge to the travelling public. It also permits a structure for levying APD to the actual point of the traveller’s real destination, as opposed to just an en-route transit point.

The proposed duty, whilst logical in theory, will be totally opaque for consumers.

Carriers, who are not in a position to absorb this tax, will be in the invidious position of not being able to substantiate whatever charge they pass on to their customers. Of even more concern is the confusion that will exist when comparing different airlines on the same route.

Under anti-trust laws, airlines will not be able to agree, in the interests of the travelling public, how the duty would be allocated to passengers in different classes of travel. Matters then get even more complex when the aspects of different classes of travel are taken into account.

Significant pricing issues will also arise in respect of determining the level of duty that will apply so that advance sales can be made, and tickets issued.

A carrier will need to estimate and budget  an average load factor on a given route, including any mix of aircraft types that may apply, so that selling and ticketing systems can be loaded with the information.

Only after departure, once the actual load factor is quantified, will the financial impact be known by the carrier. 

Assuming the budget estimate was based on load factor less than 100% (a level almost impossible to achieve on every single flight), then a ‘profit’ would be made on full flights and a ‘loss’ on those below the budgeted load factor.

This would be a very backward tax regime, and would impose very considerable regulatory and financial burdens, both on carriers and the travelling public.

The travelling public will be confused, and quite possibly feel they are being charged more than they should be.

4. f) Compatibility with international law

This Principle fails because the manner in which this duty is to be levied is at variance with international law. 

Any attempt to tax airlines on the specific emissions performance of their aircraft is tantamount to taxing aviation fuel, something unlawful under the Chicago Convention.

The distance bands of the proposed duty are effectively taxing the emissions of the flights of non-UK airlines over the territories of other countries. That is akin to extraterritorial jurisdiction, which is at odds with Article 1 of the Chicago Convention. That states that the territorial State ‘has complete and exclusive sovereignty over the airspace above its territory’.

The principle of compatibility with international law is failed.

5. UK exports will be more costly

The Treasury’s intention to impose the tax on freight will result in increasing the cost of UK exports, and damaging the nation’s balance of trade. 

Whilst imports are not specifically affected, the tax on freight will do great harm to the cargo trans-shipment market, whereby inbound cargo to the UK makes an onward connection to another country. That onward flight would also be affected by the duty. 

Collectively, severe damage will be done a large section of the export and cargo trans-shipment markets, without any environmental gain whatsoever.

Instead, due to the financial disincentives placed on trans-shippers, it is quite possible that they would move their operating bases to another country. The effects would include job losses, lost economic activity within the UK, and increased government spending on unemployment benefits.

6. The consultation is incomplete

The monetary levels that would apply to the MTOW and Distance Bands are unknown.

Consequently, we have been consulted on the design of a ‘per plane Duty’ without being able to objectively review and assess the effects of a ‘per plane duty’ in comparison to APD. 

A ‘rule of thumb’ has had to be adopted whereby the current APD regime has been taken into account, and the assumption made that Treasury’s intention of obtaining another £520 million per annum is essentially an increase of 20-25%.

7. The proposed charging criteria are not accepted

BAR UK contends that none of them should be used.

Three criteria were suggested as the basis of the charging system: Maximum Take Off Weight (MTOW),  NOx emissions in the landing and take-off cycle and CO2 in the landing and take-off cycle. Of the three, MTOW was favoured by the Treasury.

The problems related to using MTOW were well-aired at an industry briefing meeting before the consultation document was issued, so it’s disappointing to see its inclusion.

MTOW simply does not reflect the environmental performance of the aircraft. Banding MTOWs in the charging structure is likely to embrace older and newer aircraft types together, so penalising the newer and more efficient ones. 

Newer, aircraft with two engines, which are highly efficient in respect of emissions and fuel consumption, but which may be heavier than older less-efficient aircraft with four engines, would be penalised.

Similarly, no recognition is given in respect of the new generations of aircraft now in service, or being brought into service in the next couple of years, which could be penalised. 

Aircraft such as Airbus A380, A350 and Boeing B748-8I and B787 are now in the vanguard of really-efficient aircraft but would be penalised under the MTOW charging regime.

Perversely, the effect would be NOT to invest in the use of new efficient aircraft, but to use older less-efficient ones instead.

As regards the other two options, those of NOx and CO2 during the takeoff and landing phases, the data have yet to be demonstrated that they are robust and comprehensive enough to use. That excludes them as objective measures.  

8. Administration preference is unacceptable

a) BAR UK supports the option of aircraft operators paying the Duty.

b) BAR UK strongly objects to the second option, that airports are used to collect and account for the Duty.

a) Aircraft Operators’ option

As is stated within the consultation document, the duty is a charge on the operator. Requiring an independent third party to be responsible for the collection and accounting of the Duty does not serve the interests of either the airlines or the airports.

Many of our member airlines operate to multiple airports within the UK. Their administrative burden will substantially increase if they have to deal with each and every airport, rather than being able to continue with a centralised accounting and remittance functionality within own organisation.

b) Airport Operators’ option

The airports would be adversely affected, not least in terms of cash flow. 

Assuming that the civil airline industry will be deemed liable for approximately £2 billion of duty per annum, and that airports were asked to remit duty to HMRC every 3 months, that would require airports to have £250 million of liquidity every quarter just for this duty alone.

Then, considering that BAA airports, plus just 10-12 others, can be expected to handle the large majority of passenger volumes, it can be seen that the financial burden would be extremely onerous, if not totally impractical.

Airports would also need to establish and operate a separate system for this Duty, which would require them to charge airlines for their services. Conflict situations would also be anticipated in respect of accuracy and reconciliations.

9. The Impact Assessment is incorrect in respect of Geographic coverage

 (i) It is incorrect to state that the geographic coverage of the policy/option is the UK. 

The duty is specifically framed with distance bands, with the effect that airlines are directly being taxed by the UK government for flying over foreign countries. This needs to be accurately made very clear in the consultation document. 

(ii) Quite separately, the proposed duty also affects the 5th Freedom rights of foreign carriers whose home countries have negotiated in good faith international air services via and beyond the UK. These rights permit the carriage of passengers by non-UK airlines from the UK to a third party country

The flights of these airlines would now be taxed even though most of the passengers on board will not be originating in the UK. Examples would be Air India and Kuwait Airways flying from their home countries to the USA via Heathrow, and PIA flying from Pakistan to the USA via Manchester.

Under the newly-introduced EU-US Open Skies agreement, US carriers who have been granted 5th Freedom rights to fly from any EU country to beyond the EU would also be similarly affected.

The tax would affect not only their UK-originating passengers but their entire passenger carryings, so distorting the market

At a time when one part of government is trying to liberalise international air services, another is effectively distorting the competition. This could lead to disputes regarding Air Service Agreements and possible retaliatory actions.
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CONCLUSIONS

1. The proposals for the aviation duty are deeply flawed because they:

a) are open to legal challenge under the terms of the Chicago Convention

b) are openly based on revenue-generating, not environmental, objectives 

c) fail the Treasury’s own Principles

d) will cause severe market distortions

e) will create consumer confusion

f) will penalise UK exporters.

2. The proposed duty must rescinded. 

3. If Treasury persists in applying a tax to aviation, it should be the current Air Passenger Duty. 


Annexes 1-2 now follow.
Annex 1 – Responses to questions in the consultation document

Annex 2 – List of BAR UK airline members

ANNEX 1 
Responses to questions in the consultation document
The basis of the duty: aircraft measure

A.2 The Government’s preferred option for an aircraft measure is Maximum Take-

Off Weight, however two other options are also considered as part of this consultation.

The Government welcomes responses to the following questions:

A.3  Maximum Take Off Weight:

Response to all questions below: BAR UK objects to MTOW as a criterion. Please refer above to point 7 in the Summary of Responses, and Paragraph 2. c) in the Detailed Responses.
1. What would be the simplest and most transparent method of using

maximum take-off weight: banding or straight calculation of either the

constant MTOW or some function of MTOW?

2. Are there any possible distortions/problems caused by using MTOW?

3. What do you think the environmental benefits of using MTOW would be?

4. How well do you think that using MTOW as the basis for the duty helps the

Government achieve its objectives?

A.4  NOx emissions in the landing and take-off cycle:

5. What would be the simplest method of using NOx emissions: banding or

straight calculation of either the constant NOx emissions or some function

of NOx emissions?

6. Are there any possible distortions/problems caused by using NOx emissions

in the landing and take-off cycle as the basis for the duty?

7. What would be the best source of robust data on NOx emissions in the

landing and take-off cycle?

Response: The data for NOx are considered not reliable, so BAR UK does not support this methodology.

A.5 CO2 emissions in the landing and take-off cycle:

8. What would be the simplest method of using CO2 emissions in the landing

and take-off cycle: banding or straight calculation of either the constant CO₂

emissions or some function of CO2 emissions?

9. Are there any possible distortions/problems caused by using CO2 emissions

in the landing and take-off cycle as the basis for the duty?

10. What would be the best source of robust data on CO2 emissions in the

landing and take-off cycle?

Response: The data for NOx are considered not reliable, so BAR UK does not support this methodology.

A.6 Other basis questions:

11. Is there another aircraft measure that would be better for aviation duty than

the three options described above?

12. The Government would also welcome views on the extent to which the new

aviation duty could play a role in covering other environmental costs as well

as incentivise airlines to use quieter aircraft.

A.7 The Government recommends that the distance factor used in the calculation of

aviation duty is determined by placing destinations into three geographical bands. The

Government welcomes views on this recommendation, and, in particular would be

interested in answers to the questions below:

13. Do you agree that banding is the most appropriate measure?

Response: Banding is fine in theory, but detrimental in practice. It will create significant market and competition distortions, as explained in the main response.
14. Do you agree with the banding system that the Government has suggested?

Response: As above.

15. How well does a banded approach to distance achieve environmental

objectives, given the need to avoid a perverse incentive to fly via

intermediate hubs?

Response: The banded approach fails for this objective. Whereas APD permits a charge to be made in respect of ultimate destination, this duty can only be charged to the first en-route stop.

16. What are the possible distortions/problems caused by using distance?

Response: See section 4 of the Detailed Responses.

17. What would the advantages/disadvantages of using great circle distance be?

Response: Should a criterion distance be used, then great circle is the one to use.

18. How would you combine distance with other criteria?

Response: No response offered.

19. Are there other alternatives for including a distance factor, not already

covered?

Response: No response offered.

General and business aviation

A.8 The Government welcomes views on the proposal that a 5.7 tonnes de minimis

limit for aviation duty is applied, with all fixed wing aircraft below this level subject to

fuel duty. In particular, responses would be welcome on the questions below:

20. Do you agree that a de minimis limit based on the weight of an aircraft a

suitable measure?

21. Is 5.7 tonnes a suitable level at which to set a de minimis limit?

22. Is there an alternative measure that you feel is more appropriate?

23. Can you suggest an alternative way in which to ensure that aviation is captured either by aviation duty or fuel duty while minimising administrative burdens and complying with international law?

24. Do you agree that all helicopters should be placed within the fuel duty

regime rather than the aviation duty regime?

Response: No responses offered.

Exemptions

A.9 The Government welcomes responses on the issue of potential exemptions. In

particular, there is interest in answers to the questions set out below:

25. Do you think that there is a strong case for any of the exemptions listed

above?

Response: No objections are offered to them.

26. Are there any other categories of flight for which there is a strong case for

exemption? If so, how would those exemptions be defined and enforced?

Response: BAR UK supports the inclusion of training flights that are for the maintenance of training skills. 

Such training is vital for the airlines, and the pilots. Should such training flights not be exempted, then it can be expected to move to airfields outside of the UK. This will lead to loss of economic activity overall, and reduced taxation income for Treasury. 

27. Would there be a strong environmental case against any of the possible

exemptions?

Response: None offered.

Freight

A.10 The Government’s intention is that aviation duty will apply to aircraft carrying

freight as well as those carrying passengers. Although decisions on rates are yet to be

made, in considering the impact, it is envisaged that the duty levied per flight will be of a similar magnitude to the amount of APD paid on a similarly sized aircraft. However, responses on the following questions will be welcomed:

Response: This response covers all the questions in this section.

Unlike the majority of passenger traffic, which tends to be on return tickets, it needs to be noted that this tax would specifically affect exporters, and transhipment consignments, as the tax is on outbound flights only. Consequently, exporters will be disadvantaged in respect of their competitors, and the high volume of cargo that is subject to transhipment via the UK can simply be expected to go elsewhere.

Here will be a significant loss of economic activity, not just to airlines, but to the country as a whole.

28. What economic impacts do you think there will be? You might wish to

consider the Impact Assessment of freight in Annex B.

29. What would be the economic impacts on freight-only flights?

30. How might freight operators pass the costs through to consumers? How

sensitive have consumers been in the past to a change in price?

31. What would be the environmental impacts of applying aviation duty to

freight?

32. What would be the impact on freight hubs and modal transfers of goods

from these hubs?

33. Do you have any other comments about the application of aviation duty to

freight?

Transit/transfer passengers

A.11 The Government is minded that aviation duty, as a per plane duty, should apply

irrespective of the passengers carried. However, responses on the following questions

will be welcomed, and carefully considered:

Response to all the questions below: Please see section 4 in the main text, which addresses these questions.

34. What evidence can you provide about the impact of moving to aviation duty

on the provision of transfer services?

35. What are the economic and environmental implications of these impacts?

36. How might airlines change their business model in response to this design

of the duty?

37. How might passenger behaviour be affected? How sensitive have consumers

been in the past to a change in price?

38. What, if any, specific routes would be affected?

Administration of per plane duty

A.12 The Government welcomes views on the administrative options that have been

set out, and in particular would be interested in responses to the questions below:

A.13 Option a: aircraft operators to collect and account for aviation duty:

Responses to all these questions: Please see the section ‘Administration of the Duty’, in the main text which addresses these questions.

39. Would having all aircraft operators registering to pay the duty be an

appropriate and workable way of administering the duty?

40. Do aircraft operators have the means to report the appropriate information

on the number of flights taken and any relevant information on the duty

basis to HMRC? Would any of the measures mentioned under the duty

section cause problems for aircraft operators?

41. What reporting requirements do aircraft operators have to airports, the CAA

and other bodies? How are these carried out i.e. monthly, annually, per

flight?

42. Do the estimates in the Impact Assessment for the administration burden

reflect your expected costs?

43. What problems might arise from having aircraft operators as the registered

tax payer?

A.14 Option b: licensed airports to collect and account for the duty. When answering

these questions please consider how collecting the duty would fit in with current fee

structures, how other fees are collected, how debt management currently works at

airports and possible distortions that could be caused by this method.
Responses to all these questions: Please see the section ‘Administration of the Duty’, in the main text which addresses these questions.

44. Would the alternative of using airports to collect the duty be an appropriate

and workable arrangement?

· For the users of licensed airports?

· For licensed airports themselves?

45. Do licensed airports have the means to collect and report the appropriate

information? Would any of the measures suggested for the duty basis cause

issues for these airports in collecting the duty?

46. To what extent could general aviation and business aviation traffic move to

non-licensed airports?

47. Please refer to the Impact Assessment; does our assessment of the

administration burdens for airports collecting the duty reflect your

knowledge of how much this might cost? If not please let us know where it

differs.

48. Any further comments on this issue?

49. Are there any comments raised on the issue of the impact on unlicensed

airfields?
ANNEX 2         LIST OF BAR UK MEMBER AIRLINES

MEMBERS

	ADRIA AIRWAYS
	FINNAIR

	AEROFLOT RUSSIAN INTERNATIONAL
	GULF AIR

	AEROLINEAS ARGENTINAS
	IBERIA

	AIR ASTANA
	ICELANDAIR

	AIR BERLIN
	IRAN AIR

	AIR CANADA
	JAPAN AIRLINES

	AIR CHINA
	JAT AIRWAYS

	AIR EUROPA
	JET AIRWAYS

	AIR FRANCE
	KENYA AIRWAYS

	AIR INDIA
	KLM CITYHOPPER *

	AIR MALTA
	KLM - ROYAL DUTCH AIRLINES

	AIR MAURITIUS
	KOREAN AIR

	AIR NAMIBIA
	KUWAIT AIRWAYS

	AIR NEW ZEALAND
	LOT POLISH AIRLINES

	AIR SEYCHELLES
	LUFTHANSA

	AIR TRANSAT
	MALAYSIA AIRLINES

	AIR ZIMBABWE
	MALEV HUNGARIAN AIRLINES

	ALITALIA
	MERIDIANA

	ALITALIA EXPRESS *
	MIDDLE EAST AIRLINES

	ALL NIPPON AIRWAYS
	NORTHWEST AIRLINES

	AMERICAN AIRLINES
	OLYMPIC AIRLINES

	ARIK AIR
	PAKISTAN INTERNATIONAL

	ASIANA AIRLINES
	QANTAS

	AUSTRIAN AIRLINES
	QATAR AIRWAYS

	AUSTRIAN ARROWS *
	ROYAL AIR MAROC

	BELAVIA BELARUSIAN AIRLINES
	ROYAL BRUNEI AIRLINES

	BIMAN BANGLADESH
	ROYAL JORDANIAN AIRLINES

	BMI 
	SAS

	BMI REGIONAL *
	SAUDI ARABIAN AIRLINES

	BRITISH AIRWAYS
	SILVERJET

	BRUSSELS AIRLINES
	SINGAPORE AIRLINES

	CARIBBEAN AIRLINES
	SOUTH AFRICAN AIRWAYS

	CATHAY PACIFIC AIRWAYS
	SRILANKAN AIRLINES

	CHINA AIRLINES
	SWISS INTERNATIONAL AIR LINES

	CHINA EASTERN AIRLINES
	SYRIAN ARAB AIRLINES

	CITYJET *
	TAP - AIR PORTUGAL

	CONTINENTAL AIRLINES
	TAROM

	CROATIA AIRLINES
	THAI AIRWAYS

	CSA - CZECH AIRLINES
	TUNIS AIR

	CYPRUS AIRWAYS
	TURKISH AIRLINES

	DELTA AIR LINES
	TURKMENISTAN AIRLINES

	EGYPTAIR
	UNITED AIRLINES

	EL AL ISRAEL AIRLINES
	US AIRWAYS

	EMIRATES
	VIETNAM AIRLINES

	ESTONIAN AIR
	VIRGIN ATLANTIC AIRWAYS

	ETHIOPIAN AIRLINES
	VLM AIRLINES

	ETIHAD AIRWAYS
	YEMEN AIRWAYS

	EVA AIRWAYS
	

	
	

	* Affiliate members
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