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INTRODUCTICN

This document provides a description of E.R. 4800, the
Alrport and Airway Revenue Act of 1381, as introduced on
October 21, 1981 (by Messrs. Rostenkowski and Conable).

The bill would provide funding for the Airport and Airway
Trust Fund through 1983 by reinstating and extending certain
aviation excise taxes. The bill is for consideration by

the Committee on Ways and Means as the revenue title o
accompany H.R. 2643, the Airport and Airway Improvement Act
of 1981, as reported by the Committee on Public Works and
Transportation and the Committee on Science and Technology.
H.R. 2643 provides Trust Fund authorizations through fiscal
vear 1983.

The Committee on Ways and Means held a public hearing on
October 14 on proposals relating to aviation excise taxes
-and the Airport and Airway Trust Fund. A staff pamphlet
(JC8-54-81l) provides a description of the Administration
aviation tax proposal (title II of H.R. 2930} and the 1580
Ways and Means Committee amendment. The pamphlet also provides
a comparison of the Trust Fund authorization programs in the
Administration propesal {title T of H.R. 2930) and H.R. 2643,

The first part of this document is a discussicn ©of present
and prior law relating to aviation excise taxes. This is
followed by a description of the provisions of H.R. 4800. The
third part is a comparison of projected revenue effects for
the Trust Fund taxes. Finally, the Appendix Table compares
the aviation excise tax rates of present and prior law with
those proposed in H.R. 4800, H.R. 2930, and the 1980 Committes

amendment.



I. PRESENT LAW AND BACXKGROUND

1. Overview

The Airport and Alrway Revenue Act of 1970 (Title IT of Public
Taw 91-258) imposed or amended most of the aviation execise taxes
included in the law since that time. The Act also established the Air-
port and Airway Trust Fund (“Trust Fund®) for deposit of these
excise taxes. On QOectober 1. 1980, many of the taxes expired or were
recluced. Deposit of the aviation tax revenues in the Trust Fund was
adso terminated on that date,

2, Present law

Since October 1, 1980, a 5-percent exeise tax has been imposed on
domestic air transportation of persons (Code sec. 4261(e) ). Reve-
nies from this tax currently go into the general fund. There is also
a 4-cents-per-gallon manufacturers excise tax on gasoline used in
noncommercial aviation (Code sec. 4081 generally), the revenues of
which rurrently go into the Highwav Trnst Fund,

Excise taxes on aircraft tires and tubes are also imposed at the same
rates applicable to other nonhighway tires {L.875 cents per pound)
and tubes (10 cents ner pound) under present law (Code sec. £071).
The revenues from the faxes on aircraft tires and tubes enrrently o
into the Highway Trnst Fund,

Table 1 shews the present l2w schedule of aviation cxeise taxes
and the present tax rates.

TABLE 1.—SCHEDULE oF Aviarion Excise Taxes Uvper PrESENT
Law

Tax (and Code section) Present rate

Alr passenger ticket tax (secs. 4261 (a), (b), (d),

And () - o o e e 5 percent.
Fuels tox for noncommercinl (general) aviation

gasoline (see. 4041 (¢} o oo e 4 cents/eallon.
Alrcraft tires tax (sec. 4071) - m oo 4.875 cents/Ib.
Alrereft tubes tax (see. 4071) - . o ______ 10 cents/lb.

' Air transportarion between the United States and o foreign station which
is not more than 225 miles tfrom rhe nearest point in the continental United
States. as well as hetween two such foreign stacions. generaliy is subject to the
A-percent tax where payment for the fravel is made in the United Stfares. This
tax does a0t apply to transporration between the United States and nther for-
eign stations where payment is made outside the United States. nov does it ap-
plv to the U.S. portions of certain uninterrupred international air transportation
(where the layover does not exceed 6 hours). Also. the air passenger tax dnes
not apply to the portion of fights to or from Alaska and Hawaii which are not
made over the United States ( Code see. 4262).



3. Prior law
Taxes on air transportation of persons and property

For the period July 1, 1970 through September 30. 1980, the excise
tax on air passenger transportation within the United States was im-
posed at a rate of 3 percent of the amount of the airfare.

There also was a $3 per passenger depariure tax {a new tax added
by the 1970 Act) for international air transportation that began in
the United States and for Aights to or from Alaska and Hawail. This
tax terminated on October 1, 1980.

In the case of air transportation of property. the 1970 Act imposed
a tax of 5 percent of the air freight waybill charge: this tax terminated
on Oectober 1, 1980. In determining taxable transportation. the same
rules generally applied as for transportation of persons, except that
the air freight tax applied only to amounts paid for transportation of
property by air which began and ended in the United States.

These taxes were collected along with the fare by the air carrier, for
subsequent deposit by the Treasury into the Airport and Airway Trust
Fund. Exemptions from these taxes were (and continue to be) pro-
vided for transportation by small aircraft on nonestablished lines
(Code sec. 4281) and for private air transportation services provided
within a group of affiliated corporations (Code sec. £282). Aireraft not
subject to these passenger or freight taxes were subject to the fuels
tax. mentioned below,

Other aviation excise iaxes

In addition to the taxes on air passenger and air freight fares, there
was a T-cents-per-gallon tax on avistion fuels {gasoline and other
fuels. including jet fuels) used by noncommercial {general) aviation,
an aireraft use tax.? and a tax on aircraft tires and tubes. The fuels
tax was an increase from the pre-1970 net tax of two cents per gallon
on gasoline for aviation use. The tax on aviation gasoline returned to
4-cents-per-gallon on October 1, 1980. while the T-cents-per-gallon
tax on nongasoline fuels (e.g.. kerosene—jet fuels) expired on that
date. The airerafi use tax was new under the 1970 Act: the tax expired
on Oectober 1, 1980. The tax on aircraft tires and tubes was merely a
transfer of revenues from the excise taxes on such tires and tubes from
the Highway Trust Fund.

There was (and continues to be for gasoline) a general exemption
(via a refund or credit) from the aviation fuels tax for fuel sold for

*The annual aircraft use tax consisted of two parts: (1) a $25 annual per
plane tax. plus (2) a weight tax of 3% cents per pound for turbine-powered
(iet) aireraft and 2 cents per pound for nonturbine-powered airevaft for earh
nound in eveess of 2.500 pounds of “maximum certificated takeoff weight.” For
the period July 1. 1980-September 30, 1980, the use tax was at one-fourth the
annunal rates,



use or used on a farm for farming purposes. Also, the tax on aviation
fuels and the tax on aircraft use did not apply to aireraft owned by
a tax-exempt aircraft museum operated exclusively for the procure-
ment, care, and exhibition of World War 1T aircraft. In addition, there
was a general exemption from the fuels tax for fuel sold for use or
used by a State or local government. by a nonprofit educational orga-
nization. and for fuels exported.

Table 2 shows the aviation excise taxes and tax rates as they existed
before October 1, 1980 (generally for the period July 1, 1970 through
September 30, 1980).

Tasne 2.—SCcHEDULE oF AIRPORT AND Amrway Trust Funp fixcrsm
Taxes BErore OcTosEr 1, 1980

Tax {and Code section) : Prior law rate

Air passenger ticket tax (sec. 4261 (=), (b) and (d) .. 8 percent.

Air freight waybill tax (sec. 4271) . . _____ ... 5 percent.
International departure tax (sec. 4261(c)) ... ocon 33.
Fuels tax for noncommerciai (general) aviation

(sec. 4041(C)) b e 7 cents/gal.
Adreraft use tox (sec. 4401 Y e ™.
Aldreraft tires tax (sec. 4071) o . inaiiinaaaaa 5 centsfib.
Ajreraft tubes tax (see. 4071) ... 10 cents/lb,

1 The tax did not apply to aireraft owned by a tax-exempt museum operated
exclusively for the procurement, care, and exhibition of World War II aireraft
(defined in see. 4041(h)).

*An annual tax of two parts: (1) a $25 annual per plane tax, plus
(2) a weight tax of 3!4 cents per pound for turbine-powered (jet) airerait and 2
cents per pound for nonturbine-powered aireraft for each pound in excess of 2,500
pounds of “maximum certificated takeoff weight.” However, for the pericd July 1,
1980~Sept. 30, 1980, the use tax was one-fourth the applicable snnual rates
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II. DESCRIPTION OF H.R. 4800

A. Aviation Excise Taxes
(Secs. 202-204 of the bill)

Description of provisions

In general, the bill would continue or reinstate the same
aviation excise taxes as existed under prior law on September 30,
1980. However, certain tax rates under the bill would be different
than they had been under prior law, the alrcraft use tax of priox
law would be repealed, and certain technical modifications would be
made.

Aviation fuels taxes.--The excise tax on gasoline used in non-

commercial aviation would be reinstated and increased to § cents per
gallon. This tax would be in addition to the existing 4-cents-per-
gallon manufacturers excise tax on gasoline, Thus, the total tax
would be 12 cents per gallon. The excise tax on fuels other than
gasoline (such as jet fuel) which are used in noncommercial aviation
would be reinstatad and increased to 12 cents per gallon.

Air passenger tax.—--The air passenger ticket tax would remain at

5 percent of amounts paid for taxable transportation, as under present
law. The tax would be extended to apply to the portion of air travel
betwean the continental United States and Alaska or Hawali (or betwaen
Alaska and Hawaii) that is not made over the United States, which
portion is excluded from the air passenger tax under present law.

For the purpose of determining whether a flight is a part of an un-
interrupted intermational f£light (to which part this air passenger tax
does not apply), the 6-hour lavover rule would be extended to a 1l2-

hour rule,.

11

-

ticket show the airfare and the passenger fax for esach segment of

e

trip (if it shows the airfare for any such segment) but would
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retain the present law requirement that the ticket show the airfare
and passenger tax for the total trip.

In addition, the bill would authorize the Secretary of the
Treasury to waive the existing 225-mile-zone rule under certain
conditions. In order to effect a waiver, the Secretary, if he
determines that Canada or Mexico has entered into a qualified agrse-
ment with the Unitsd States, would be reguired ko

(L) publish a notice of such determination in the Federal
Register, and, at least 90 days prior to such publication,

(2) furnish a copy of the agreement to the Committes on Ways
and Means of the House of Representatives and the Committee on Finance
of the Senate.

For this purpose, a qualified agreement would mean an agreement
between the United States and Canada or Mexico thait sets forth the
areas which are not to be treated as within the 225-mile zone and
provides for applicable Canadian or Mexican taxes which the Secretary
determines are appropriate. The bill would alsc authorize the
Secretary to terminate a waiver under certain conditions.

International departure tax.--The international departure tax

would be reinstated and increased to $5 per person. The tax would

t

not apply to flights between the continental United States and Alaska

n

or Hawaii or to flights between Alaska and Hawaii, as it had under

Alr freight waybill tax.~-The zir freight waybill tax would be

reinstated at the prior law rate of 5 percent. As under priow law,

transportation of property
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between the continental United States and alaska or Hawall or
between Alaska and Hawaii.

Aircraft tires and tubes taxes.~--The present law manufacturers

excise taxes of 4.875 cents per pound on aircraft tires and 10 cents
per pound on aircraft inner tubes would be continued.

Aircraft use tax.--The aircraft use tax of prior law would be

repealed.

Effective dates

The aviation fuels taxes provided by the bill would apply on
and after January 1, 1982, and before January 1, 1984, Technical
modifications to the air passenger tax (rslating to tax on flights
to or from Alaska and Hawaii, extension of layover rule to 12 hours,
and authorization of Secretary to waive the 225-mile zone rule) and
repeal of the aircraft use tax would generally apply for transportation
beginning after December 31, 1981. However, the provision relating
to information shown on airline tickets would apply for transportation
beginning after the date of enactment of the bill. The international
departure tax and air freight waybill tax would apply to transporta-

tion beginning after December 31, 1981, and bhefore January 1, 1984,



B. Extension of Airport and Airway Trust Fund
(Sec. 205 of the bill]

This section would establish a new Subtitle I, "Trust Fund
Code," in the Internal Revenue Code, which would *ransfer the
Airport and Airway Trust Fund provisions (sec. 208 of the Airport
and Airway Revenue Act of 1970) to the Code. The transfer would
be effective on January 1, 1982.

-New Code sections 9501, 9601 and 9602 formally would recreate
the Airport and Airway Trust Fund with little change in the trust
fund provisions. Section 9501, Establishment of the Trust Fund,
would (1} create the Trust Fund, (2) appropriate fuels and air
transportation excise tax receipits to the Trust Fund for the
period Januaxy 1, 1982, through December 31, 1983, (3) provide
authorization for additional sums when necessary to make expenditures
for which the Trust Fund was established, (4) specify the purposes
for which expenditures could be made from the Trust Fund (the same
general purposes as prior law), and (5) authorize such expenditures
from the Trust Fund through September 30, 1983 (fiscal vear 1983),

Section 9601 would provide for quarterly transfer of the
appropriated tax receipts from the general fund to the Trust Fund.

Section 9602 relates to the management of the Trust Fund.

The only substantive change from prior law would be made in this
section, i.e., with respect to investment of currently excess
receipts. The new section would delete the authorization tc invest
these funds in U.S. guaranteed obligations or in special obligations
issued only to the Trust Fund (i.e., investments would be in general
public debt obligations of the U.S8.).

Investments by the Trust Fund, under section 860L(b), could
be made only in interest-bearing obligations of the United States
and could be acguired on original issue at the issue price or by
purchase of cutstanding obligations at the market price. Obligations
held by the Trust Fund could be sold by the Secretary of the

Treasury at the market price.



C. Certain Reimbursements Made to Customs Sexrvice
(Sec. 206 of the bill)

This section would delete a provision in present law (sec. 53(e)
of the Airport and Airway Development Act of 1970) under which
& private aircraft or vessel would not be charged for overtime pay
for employees of the Customs Service in connection with the arrival
in or departure from the United States on a Sunday or holiday or
a weekday after 5:00 p.m. and before 8:00 a.m. This change would
be effective on January 1, 1982,

The denial of a charge greater than $25 for overtime services
performed by employees ¢of the Public Health Service, Immigration
and Naturalization Service, and the Department of Agriculture would

remain 1n eiffect.



1¥I. PROJECTED TRUST FUND REVENUES

(Fiscal Years-Millions of Dollars)

' 1981 1682

Present Law
Ticket tax (5%) 1,254 1,080
Fuels tax (4¢ gallon-Aviation gasoline) 12 i3
Tires and tubes 1 1
Total 1,267 1,094

H.R. 4800£/
Ticket tax (5%)2/ 1,125
Waybill tax (5%) 73
International departure tax ($5/person) 85
Fuels tax 3/ 77
Tirez and tubes 1
Total 1,361

Administration's Proposal

Tax changes 10/1/81 (H.R. 2930) 1,707
effective: 1/1/82 1,553

1/ All tax changes from present law are effective 1/1/82.

2/ 1Includes a change from present law for certain Alaska and
Hawaii flights.

3/ Aviation gasoline: 4¢/gallon to 12¢/gallon for the period
1/1/82-12/31/83 dropping to 4¢/gallon thereafter. Jet fuel: 12¢/
gallon for the period 1/1/82-12/31/83.

Joint Committee on Taxation
October 26, 1981

1983

1984

2,753
2,753

.-.-O‘[_



APPENDIX

J— ‘ 1] Ll “ -] m -
Companmison or Aviamion Iixews Tax lLarss: Purapur anp Praon Law and Avrsana®ive Pnorogsava

1980 Whays
and Menng

Pre-el. §, Admintztration

H.R. 4B007*

Tax Present rnle " FY60 rale (IL.R. 2530)* amendment ?
Adr pussenger bickel tax_ _ . _______ . __.___.___. b, . BY 6.5 or 15072 y
R e f R e A O
lfnl.m'mll.l(nml departure K S/ person__._ . $Il)pcmun _____ $3h):}|;30-;l: ... §5/p exson
Fuels tax for noncommercial avintion: i o .
Gasolino. ... ... .. Adfpnd. o _ Tfead o 12-064feb 2 8Y%ffal. . . 12¢/pal.

. Nongasoline (jel fuol, ele.Y - e Tifgal o . 20054 pab2 L BYf el _ 12{1/;31-11 .
A!r(:rnf!. uso M. ______ e e e e ) P Nono_._.__.. (). _ one
Aiveraft tives and tubes bax_ - L _____ .. ___ [ (- _ ) __ (6).

¢ Conandlles amendment, was Lo havo been offered no o sepurale

tithe Lo 1T 0. 4721 (B0Lh Congiess), approved on- May 28, l{)HI). The

awmendinent would have extended tho rates Indlonled through
ﬂ:ti)tumher a0, 1886, untesa olherwise noled.

8 peveent through Sepl. 30, 1082, and b percent therenfler,

1 The b on nonopomnerelal avintion fuels would bo ns follows

(per gallon):

Nuugnﬂo“uc
Gasoline # {jut hu:l;
Perdod (eenta) (cenla

TIUR-OQA0MRS_ i 20
11 B2-0/00/83 . . .. ig 45
LOJ /8- 93084 ___ ... ' 24 * b0
10/H/84-DJa0/B6 . ... 30 8
O/ 186 nnd Inter yewrn. o ____ R o5

* Includea the present 4-conts-a-gallon menufrotures™ Lo

¢ Troan July 1, 1080, thraugh Bept. 10, 1980, the use Llnx on civil
aireenfl was nn mmuu‘ tnx of Lwo parls: {1) n $6.25 per plane Lax,
plua (2) a welght Lax of 3§ cenl per pound (or Lirbine-powered (Jeb)
aleerafl aunl V4 ¢ent per pound for nanturbine-powered alserntt for
ench pound in excess of 2,500 pounds of mnximum certificated talke-
off welght.,

Defore July |, 1080, Lthe use Lox on clvil plrernfl way nn ansual
tix of two parts: (1) o 526 per plane tax, plus (2) o weight tax of 334
cents per pound lor burbine-powered (Jel} alrevnft and 2 cents per
sound for nonturbine-powered nlreenft for coch pound I exeess of
2,500 pounds of muximum certificnted takooll welght.

6 Iixtend the use btax only for commeccchal alrerndt (Hhrough
SuPL. 340, 1086).

Taxcd ot tho genoral vatea for nonhighway Ures (6 seds per
pound before January 1, 1081, nod 4.875 cenls per pound there-
after) and incer tubea (1 centa per pound).

*No expiration date on the tax ratea.

“kExcept Eor the S-percent alr passenger tlcket tax
(which is a coatinuation of present law), the tax rates
would apply From Jan. 1, 1982 through Dec. 31, 1943.
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