Air Passenger Duty (APD) and the Caribbean: Factsheet

Background on APD

The UK currently imposes an APD on all passengers departing from UK
airports. The tax was introduced as a ‘green tax’ designed to account for
aviation’s impact on the environment but to date no one can show how
the £2 billion (USS$2.9 billion) collected is being used to this end. There
were two ‘bands’ for APD up to November 2009 — one for European
destinations and one for all non-European destinations which included the
Caribbean. The tax on non-European destinations was originally set at £40
on an economy ticket.

Four Tier Banding System

APD was restructured by the Labour government. They changed it so that
from November 2009, the charges were based on a four-tier banding
system. These Bands are based on the distance between London and the
destination country’s capital city. For the Caribbean the result was that it
ended up in @ more expensive tax category than the whole of the USA,
meaning that tax on a flight to Hawaii or Los Angeles is less than to the
Caribbean.

In 2011...

1. APD on Flights to the Caribbean
is £75 per person in economy class
and £150 per person in all other
classes

2. A family of four travelling to the
Caribbean in premium classes now
pays £600 IN APD TAX ALONE.

3. Tax on flying to the Caribbean in
Premium Economy and World
Traveller Plus for a family of four is
£280 more expensive than it was in
2007

4. Tax on flying to the Caribbean in
premium classes for a family of four
is £120 more expensive than tax on
flights to Hawaii

What Happens Next?

Since 1 November 2010, passengers leaving the UK to the Caribbean are charged £75 per person in economy and
£150 per person in Premium Economy, Business Class and First/Upper Class. This is on top of any other taxes and
surcharges that are levied, and of course is on top of the basic fare. The Coalition Government announced in June
2010 that it will explore changes to the aviation tax system, including switching from a per-passenger to a per-plane

duty and that any major changes would be subject to public consultation.

If you don't tell your MP your opinion, your MP won't know what it is!

\Writing a letter to your MP is a great way to get your message across. For every constituent who makes the effort to
write a letter, MPs will know there are many more who are just as concerned about the same issue but don't bother
writing. If the tax increase is making it more difficult for you to visit friends and relatives you need to tell people.

The Caribbean Tourism Organisation has produced a letter for you to amend and add to however you like. It is
important that you add your name and home address so that the MP knows you live in their constituency. To print off
the draft letter and details about where to send it visit http://www.caribbean.co.uk/apd/Update.aspx

What is the Cost? Air Passenger Duty from Nov. 2010

Band & approx Distance in miles from London to Capital ECONOMY ALL OTHER CLASSES
Band A (0-2000) £12 £24

Band B (2001-4000) £60 £120

Band C (4001-6000)

Includes the Caribbean £75 £150

Band D (over 6000) £85 £170
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The Caribbean and APD

The Ministers of Tourism for Antigua and Barbuda, Barbados, Grenada, Jamaica, St Kitts & Nevis and St
Lucia visited London in September 2010 for meetings with the British government and industry to
explore Air Passenger Duty and how it relates to the Caribbean.

Following the visit, and at the requests of the British Minister, the CTO produced a report on the impact
of APD on the Caribbean.

The Caribbean is the most tourism dependent region in the world.

The Caribbean tourism industry employs directly and indirectly more than 1.9
million people, or 11 per cent of 1
some nations such as Jamaica to as much as 25 per cent. The industry also
accounts for 12.8 per cent of the
is growing year on year.

It is feared that the \

November 2010 increase will
causing significant reductions
in tourism arrivals from the
UK as it may push the price of
flights over the upper limit of
what people are prepared to

pay. /

Besides tourism, remittances are IMPACT ON THE CARIBBEAN
a key contributor to Caribbean
economies. This income has ECONOMIES

been impacted by the financial
crisis.

increase in APD

Caribbean arrivals data for the first six months of 2010 show US and Canadian
arrivals increasing while arrivals from UK markets have decreased by an average
of 10%. Falling arrivals means less money spent in destinations. Heavy
discounting by tour operators as a result of higher tax could result in destination
services providers’ mar gins being

The Caribbean is concerned
about the potential additional
taxation on flights departing
from the UK once aviation is
included in the EU Emissions
Trading System in 2012. The

airlines pay for the amount of

The Caribbean has been damaged economically by the November 2009\

EU system is one that makes % /

CO2 that it produces once it
goes above an allocated How can the tax on
amount. a flight to Hawaii be
cheaper than to the
Caribbean? Is that
fair?

The Caribbean shares the UK's concerns for the

miles) than to Hawaii (approx 7100 miles).
Furthermore, over 70% of flights from the UK are to
Europe, which is in the lowest tax band.

DISCRIMINATIONI ]

environment, but APD cannot relate to carbon emissions
if it costs more in tax to travel to Jamaica (approx 4600

[ THE ENVIRONMENT ]

Can APD be revised so that it is fairer and

The Present Banding structure is
discriminatory and the Caribbean
would like to be given parity with
the USA

The Florida Keys —a competitor
destination for the Caribbean —is in a
cheaper tax band than the
Caribbean, even though it is, for
example, only about 200 miles closer
than Kingston, Jamaica and around
250 miles further away than

{ria’getown, Barbados /

so that it does not adversely damage
tourism dependent countries?

The Caribbean is acutely aware of the need to safeguard the environment.
The Caribbean is threatened by climate change. However, flying is the only option for
those wishing to visit the region and Caribbean economies are also threatened by
falling tourism arrivals as a result of significant increases in the cost of air travel. Is
there a way for the Caribbean and the UK to work together to create environmentally
friendly schemes that benefit tourism?




