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INTRODUCTION 

This document provides a description of H.R. 4800, the 

Airport and Airway Revenue Act of 1981, as introduced on 

October 21, 1981 (by Messrs. Rostenkowski and Conab1e). 

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 to 

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 

year 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 

(JCS-54-81) provides a description of the Administration 

aviation tax proposal (title II of H.R. 29301 and the 1980 

Ways and Means Committee amendment. The pamphlet also provides 

a comparison of the Trust Fund authorization programs in the 

Administration proposal (title I of H.R. 2930) and H.R. 2643. 

The first part of this document is a discussion 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 Committee 

amendment. 



l 



-2-

I. PRESENT LAW AND BACKGROUND 

I. Overview 
The _\'il'pol't and Airway Reyenlle Act or 1070 (Ti!le II o:f Pllblic 

Law !)1-258) imposl'd or nmended most of the aVIatIOn l'XClse taxes 
includrd in the law since that tinw. TIl<' Act also established the Air­
port and Airway Trust Fnnd ("Trust FlInd'~) for deposit of theRe 
excise taxes. On October 1. 1980. many of the taxes expiren or were 
rr<lucen. Deposit of the aviation tax renmnes in the Trust Fund was 
also terminated on that date. 
2. Presen t law 

Since October 1, 1980. a 5-pt'l'cent excise tax has been imposed on 
domestic air transportation of persons (Code sec. 4261 ( e) ).1 Reve­
nnes from this tax currently tzO into thr general fund. There is also 
n 4-cents-per-tzallon manufacturers excise tax on gasoline used in 
noncommercial a,-iation (Code sec. 4081 ,2'enerally)~ the re,-ennes of 
which C'urrently go into the HitzhwflY Trust Fund. 

Excise taxes on aircraft tirt's and t.ubes are aloo imposed at the same 
rates aoplicable to othrr nonhighwn.y tires (4.R75 cents per ponnd) 
~nn tubes (10 cents ner pOllnd) nuder Pfrsent law (Code sec. +071). 
ThQ fPyenUes from the taxes on nircmft tires ann tubes cnrrl'ntly ,2'0 
into thp Hitzhway Trllst Fnnd. 

"'::wl~ 1 shows th~ fl·('~t law s('he(lulr of :\\-if!tion ('xris(: taxrs 
llnd the prl.'sent tax rates. 

TABLE l.-8CHEDULE OF AVIATION EXCISE TAXES U",DER PRESE~T 

LAW 

Tax (and Code section) Present rate 

Air passenger ticket tn."t (secs. 4261 (n), (b), (d), and (e)) ____________________________________ 5 percent. 

Fuels tax for noncommercial (~eneral) nviation 
gasoline (sec. 4041(c)) ________________________ 4 cents/gallon. 

Aircraft tires tax (sec. 4071L ___________________ 4.875 centsflb. 
Aircraft tubes tax (sec. 4071) ___________________ 10 centsflb. 

t Air tran~portation he tween the enited State~ and a foreign station which 
is not more than !!25 miles from the nearest pOint in the continental UnIted 
States. as well as hetween two snch foreign stations. generally is suhject to the 
;')-percent tax where payment for the travel is made ill the enited States. This 
tax does not apply to transportation between the United States and other for­
eign stations where payment is made outside th~ United Stutes. nor doe~ it ap­
pll' to the U.S. portions of certain unintE'rrupted international aIr transportation 
(where the layovE'f' does not exceed 6 honrs). AI80. the air passE'nger tax rlOE'~ 
not apply to the portion of BIghts to or fr'lm Alaska and Hawaii which are not 
made o\"'er the United States (Code sec. 4262). 
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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 8 percent of the amount of the airfare. 

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

In th.e 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 October 1. 1980. In determining taxable tran::;portation, the same 
ru1es 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 lTnited States. 

These taxes wert> collE'cted along- with the fnre by the air carriE'r. for 
subsequent deposit by the Treasury in~o the Airport and Airway Trust 
Fund. Exemptions from these taxes were f and continup to be) pro­
vided for transportation by small aircraft on nonestablished lines 
(Code sec. 4281) and for private air trapsportation >'ervices provided 
within a ,g'l'oup of affiliated corporations (Code sec. -4:282). Aircraft not 
subject to these passenger or freillht taxes were subject to the fnels 
tax. mentioned below. 

Other aviation excise taxes 
In addition to the taxes on air passenger ::md air freig-ht fares, there 

was a 7-cents-per-gallon tax on aviation fuels (gasoline and other 
fuels, including jet fuels) used by noncommercial (general) aviation, 
an aircraft use tax,2 and a tax on aircraft tires and tubes. The fuels 
tax was an increase from the pre-1970 net tax 'Jf 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 7-cents-per-gallon 
tax on non gasoline fuels (e.g., kerosene-jet fuels) expired on that 
date. The aircraft use tax was new under the 1970 Act; the tax expired 
on October 1, 1980. The tax on aircraft tires Imd tubes was merely a 
transfer of revenues from the excise taxes on snch tires and tubes from 
thEl High way Trust Fund. 

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

"The annual aircraft use tIU: consi~ted of two parts: (1) a $25 annual per 
plane tax. plus (2) a weight tax of 3% cents per pound for turbine-powered 
(jpt) aircraft and 2 ('ents per pounrl for nonhlrbine-powered air"l"aft for en"h 
pound in eyrE-sa of 2.500 pound~ of "maximum certificated takeot! weight." For 
the period .Iuly 1. 1980-September 30. 1980. the use tax was at one-fourth the 
nnnual rates. 
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use 01' used on a farm for farming purposes. Also. the tax on aviation 
fuels and the tax on aircraft use did not apply to aircraft owned by 
a tax-exempt aircraft museum operated exclusively for the procure­
m~nt. care. and exhibition of ,,\Yorld ,,\Var II aircraft. In addition, there 
was a general exempt.ion from the fuels tax for fuel sold for use or 
llsed by a State or local government. by a nonprofit educational orga­
nizRtion. 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). 

TABLE 2.-8CHEDULE OF AIRPORT AND AIRWAY TRUST FUND EXCISE 
TAXES BEFORE OCTOBER 1, 1980 

Tax (and Code section) Prior law rate 

Air passenger ticket tax (sec. 4261 (a), (b) and (d) __ 8 percent. 
Air freight waybill tax (sec. 4271) _______________ 5 percent. 
International departure tax (sec. 4261(c)) ________ $3. 
Fuels tax for noncommercial (general) aviation 

(sec. 4041 (c)) 1 ______________________________ 7 cents/gal. 
Aircraft use tax (sec. 4491) 1 ____________________ (2). 
Aircraft tires tax (sec. 4071) ____________________ 5 cents/lb. 
Aircraft tubes tax (sec. 4071) ___________________ 10 cents/lb. 

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

2 An annual tax of two parts: (1) a $25 annual per plane tax, plus 
(2) a. weight tax of 3~'2 cents per pound for turbine-powered (jet) aircraft and 2 
cents per pound for nonturbine-powered aircraft for each pound in excess of 2,500 
pounds of "maximum certificated takeoff weight." However, for the period July 1, 
198o-Sept. 30, 1980, the use tax was one-fourth the applicable annual rates. 
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II. DESCRIPTION OF H.R. 4800 

A. Aviation Excise Taxes 
(Sees. 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 aircraft use tax of prior 

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 8 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 reinstated 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 

between the continental United States and Alaska or Hawaii (or between 

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 international flight (to which part this air passenger tax 

does not apply), the 6-hour layover rule would be extended to a 12-

hour rule. 

The bill would re~ove the present law requirement that an airline 

ticket show the airfare and the passenger tax for each segment of a 

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 agree­

ment with the United States, would be required to 

(1) 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 Committee 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 that 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 also 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 

not apply to flights between the continental United States and Alaska 

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

prior law. 

Air freight waybill tax.--The air freight waybill tax would be 

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

this tax would not apply to the air transportation of property 
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between the continental United States and Alaska or Hawaii 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 (re1~ting 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 before January 1, 1984. 
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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 transfer 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 receipts to the Trust Fund for the 

period January 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 year 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 to 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.S.). 
Investments by the Trust Fund, under section 9601(bl, could 

be made only in interest-bearing obligations of the United States 

and could be acquired on original issue at the issue price or by 
purchase of outstanding obligations at the market price. Obligations 

held by the Trust Fund could be sold by the Secretary of the 

Treasury at the market price. 
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C. Certain Rei~~ursements Made to Customs Service 
(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 

a 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 in effect. 
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III. PROJECTED TRUS'~-FUND REVENUES 

(Fiscal 

1981 
Present Law 

Ticket tax (5%) 1,254 
Fuels tax (4 ¢ gallon-Aviation gasoline) 12 
Tires and tubes 1 

Total 1,267 

H.R. 4800!/ 

Ticket tax (5%)Y 
Waybill tax (5%) 
International departure tax ($5/person) 
Fuels tax 3/ 
Tires and tubes 

Total 

Administration's Proposal 

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

1/ All tax changes from present law are effective 1/1/82. 
~/ Includes a change from present law for certain Alaska and 

Hawaii flights. 
3/ Aviation gasoline: 4¢/gal1on to 12¢/ga11on for the period 

1/1782-12/31/83 dropping to 4¢/gallon thereafter. Jet fuel: 12¢/ 
gallon for the period 1/1/82-12/31/83. 

Joint Committee on Taxat10n 
October 26, 1981 

Years-Millions of Dollars) 

1982 1983 1984 

1,080 1,435 1,640 
13 13 14 

1 1 1 
1",094 1,449 1,655 

1,125 1,522 1,735 
73 126 54 
85 137 33 
77 110 45 

1 1 1 
1,361 1,896 1,868 

I 
I-' 

1,707 2,330 2,753 0 
I 

1,553 2,330 2,753 
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APPENDIX 

-COt. ... AIU80N OF AVIATION EXCl8E'rAX ]tATES: IJIlEfJENT ANI) IJmon I.lAW ANI) A •• TERNATIVB l'UOI'OBAI.8 

1'DJ[ l'feaen4 rile 
I're-Uel. I, 
1980 rale 

Admlnlslrltlon 
(lI.n. 2030)* 

1080 Wars 
lUI' Meolls 
IlIIcndmelil l 

n.R. 4800** 

Air rS30llgur tickot Lux __________________________ 6% _________ _ 8% __________ 0.5% ________ 8%/6%1_ _ _ _ 5%. 
Ai .. l"oiC!'l wllyl>iIIlIlX _________________________________________ _ 
lulcnllllioliul dOlmrluro Lllx _____________________ _______________ _ 

6o/p __________ 6~---- - ---- - 6%_ _ _ _ ___ 5%. 
$:1/1101'8011. ____ $:'/pcllJon _____ $:)/p0I'901l ____ $5/person. 

li'uol~ I.llx (0" nonconllnorcial Rviation: 
UU30IillO ___________________________ -_________ -Il/gllL-______ 7UgnL- __ ____ 12-:IOUgul.· __ _ 
Nougusolillo (jolluo), olc.)_..: ________________________________ 7/h~IlL------- 20-05Ugnt.' __ _ 

Aircl'IlrL IISO 1.llX __________________ ::. _____________________________ (1) ___________ NOllo _______ _ 
Ail'cmfL I.il'os nud l'11>09 lllx _______________________ (') ___________ (1) ___________ (1) __________ _ 

1 Cumllllttcu IIlllelidlRlllIl, WIlS Lo '"lYO boell olJered lUI 1\ Bel"lJuto 
UUIl to 1I.1l. 6721 (OOlh COlIgtCBlI)., allprovcd on Moy 28, 1080. 'fho 
1\II11:11lllllllill wo .. hI IlilYO edcnded I.ho ruleD h!llloIlLcl' lhroll8h 
8clitcIIlIlcr :10, 1086, " .. I .. ..lIS oLhcrw'lIO .. oled. 

ft IIOrCI:I11. lhrollgh Scpl. ao, 1082, and {; porcellt lhllrell(tcr. 
• 'rhu tllX UII 1I01I00ll11110relui avilltioll fuels would 110 IlS follows 

(Ilcr gllllllll): 

I'erlu" 
1/1/111-0/:10/82 _______________ _ 
111/1/82-0/:10/8:1- ______ • ______ _ 
10/1/83- 0/30/84 __ • ___________ _ 
IOllI8j-O/aO/8/i. _____________ _ 
10/1/86 IUld lotor ycllrll ________ _ 

OMoUne· 
(ecnls) 

12 
18 
24 
30 
aD 

Noo~1I801l1lo 
(lui fllcl) 

(OOllts) 

20 
35 
60 
li8 
05 

• '"c1l11lcQ Lho presoni 4-conla-.-lollon manuflloLllror's iRll. 

• Fruin July I, 1080,l"rolll1h 8cpl. :tn. 1080, lho 11110 tllll on civil 
alrer,," WM An 'UIIIlIII lRX of two Illlrls: (I) .. $0.26 pllr 111""° till, 
,llulI (2) 1\ wdRhi lRll of U celli I)cr IllIuml for lllrhhlC-llllwllrcll (Jt:l) 
.. Ircrull Rill' ~ celli pcr pOllOI I for lIonturhllio-IIIlW'll'lld nlnlf"ft for 
onch 110111111111 I1XC.1S .. ' of 2,600 11011111111 of IIIllxhmltn ccrtillCl\lcll L"IIu­
off wclght. 

IJllfQro July I, 1080, lhe lise till UII civil "lrcJClfl. WI\II 1111 1l11I1llU' 

lRll of two IlIIrls: (I) Il $26 por plllllO lllll IIllIlI (2) Il weighL tnx of :t~ 
CClltS Iml' 1111111111 'IIr turbllle-powercll dCl) nlremfl 111111 2 CClll!\ Ilcr 
110111111 for nllllLllrhllle-powered oln:mft for t:llcl! 1IIIIIIIti III OXCCII:J (If 
2,600 IIIIIIIIcls of IRmt!mllm ccrtlBclllod lnkllllil wolght. 

• l~xtelld tho U80 lnx ollly (or eOllllllcrclll1 IllrcrnlL (lhrough 
8erL. ao, 1085). 

'['ollell nL lho gOIlOl:ol rIllos for lIollhlSluvoy Urea (Ii IlClIlrt IIllr 
pouIIl1 lJuforo J ..... lIlry I, 1081, 1\1111 4.875 ceuLs Ilcr "lIl1lUl lhero­
.Hor) nmllllllllr illbCB (10 COllts 11er l'lIUlltI). 

"No axpiratiol' diU on the tax rataa. 
UExcept for the '-percent air passenger ticket tax 

(which is a continuation of praseDt law), the tax (etes 
would apply frolll Jan. I, 1982 through Dec. 31, 1981. 

12-J/gal. 
121/gal. 

}.lone 
(6) . 
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