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EXECUTIVE COMMITTEE MEETING - AVIATION INVESTMENT AND

REVITALIZATION VISION ACT, S. 824

THURSDAY, JUNE 5, 2003

~U.S. Senate,

Committee on Finance,

Washington, DC.

The meeting was convened, pursuant to notiqe, at 2:45
p.m. in room S. 216, the Capitol Building, Hon. Charles
E. Gréss;ey (chairman of the committée) presiding.

”'Also'present: Senators Hatch, Nickles, Snowe, Kyl,
Thomas, Santorum, Frist, Smith, Bunning, Baucus,
Rockefeller,'Breaux, Conrad, Jeffords, Bingaman, Kerry,
and Lincoln.

Alsp present: Kolan Davié, Republican Staff Director
and Chief Counsel, and Jeff Forbes, Democratic Staff

Director; Carla Martin, Chief Clerk.
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OPENiNG STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.

SENATOR. FROM IOWA,.CHAIRMAN, COMMITTEE ON FINANCE

The Chairman. The Committee will come to order.
Senator Baucus and I have called this meeting to
markup a revenue title to S. 824( the Aviation Investment

and Revitalization Vision Act. S. 824 authorizes
appropriations for the Federal Aviation Administrétion,
including the Airport Improvement Program for FY

20042006. These operations are finances by the Aviation

"Trust Fund which receives amounts equivalent to excise

taxes on air transportation and aviation fuel taxes.

We are here today to make a conforming change, which
will be added as an amendment to S. 824 on the Senate
floor, because it is important that the Finance Committee
maintain jurisdiction over all changés to .the Internal
Revenue Code. The Internal Revenue Code contains the»
aviation excise taxes and the provisions that dedicate
those revenues for use by the Aviatipn Trust Fund.
Because the excise tax provisions have been authorized .

through. FY 2007, no action is necessary by the Committee

today with respect to those provisions. Just to be clea;i.

we are neither changing or extending those excise taxes.
The Internal Revenue Code also provides the relevant

expenditures authority so that money may be appropriated

MOFFITT REPORTING ASSOCIATES
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from the Aviation Trust Fund. This is the purpose of

today's meeting. We are here today to markup an original
bill that would extend expenditure authority for the

Aviation Trust Fund through September 30, 2006 for those

- obligations of the United States authorized by S. 824,

the Aviation Investment and Revitalization Vision Act.
I turn the meeting over to Senator Baucus for

additional comments.

-
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OPENING STATEMENT OF HON. MAX BAUCUS, A UNITED STATES

SENATOR FROM MONTANA

Senator Baucus. Today, the Senaté Finance Committee
will mark up the revenue title to S. 824, the Aviation
Investment and Revitalization Vision Act.

The Senate Finance Committee has jurisdiction over
the various transportation Trust Funds, includipg the
Airport ‘and Airways Trust Fund, which will provide
revenue for this aviation reauthorization.

The responsibilities of the Senate Finance‘Committee
are threefold:

It is Finance that is responsible for the authorizing
of the taxes that make up the_balance of the Trust fund;

It is the Senate Finance Committee that appropriates
févenue to and from the Trust Fund in the form of
expenditure authority; and

It is the Senate Finance Committee that  determines
the purposes for which money can be spent:from the Trust
Fund. | |

No money can be spent from the transportation Trust

—

Funds without action from the Senate Finance Committee. |
Both Senator Grassley and I believe it is crucial
that the Finance Committee exercise its jurisdiction

over this Trust Fund and others which the committee

MOFFITT REPORTING ASSOCIATES
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has oversight.

It should be noted that the role of the Senate
Finance Committee, in the markup of a revenue title to
an authorization bill, would normally be to exténd the
taxes, examine sourées of new revenue and give
expenditure authority.

In this case, the authorization bill, S. 824, calls

“for authorizations through FY 2006. The current

aviation taxes that make up the Aviation Trust Fund
are already authorized until FY 2007. So there is no
action necessary by the Financé Committee on the taxes.

Howe§er, a conformihg amendment to the Internal
Revenue Code giving the Commerce Committee expenditure
authority is necessary for any money to be expended
from the Aviation Trust Fund.

The Chairman. Thank you, Senator Baucus.

If there are no amendments, I move that the
Committeé adopt an amendment, which contains the
revenue title to S; 824, and report the bill favorably.

The Clerk will call the roll. .

The Clerk. Mr. Hatch.

Senator Hatch. Aye.

The Clerk. Mr. Nickles.

Senator Nickles. Aye.

The Clerk. Mr. TLott.

MOFFI TT REPORTING ASSOCIATES
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The Chairman. Aye, by proxy.

The Clerk. Mre. Snowe.
Senator Snowe. Aye.

The Clerk. Mr. Kyl.
Senato; Kyl. Aye.

The Clerk. Mr.'Thomasr
Senator Thomas..Aye.

The Clerk. Mr. Santorum.
Senator Santorurn. Aye.

The Clerk. Mr. Frist.

‘Senator Frist. Aye.

The Clerk. Mr. Smith.

Senator Smith. Aye.

The Clerk. Mr. Bunning.
Senator Bunning. Aye.

The Clerk. Mr. Baucus.

Senatof Baucus. Aye.

The Clerk. Mr. Rockefeller.
Senator Rockefeller. Aye. .
The Clerk. Mr. Daechle.
Senator»Baucus. Aye, by proxy.

The Clerk. Mr. Breaux.

Senator Breaux. Aye. The Clerk. Mr.

Senator Conrad. Aye.

The Clerk. Mr. Graham.

MOFFITT REPORTING ASSOCIATES
(301) 390-5150
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Senator Baucus. Aye, by proxy.

The Clerk. Mr. Jeffords.

Senator Jeffords. Aye.

The Clerk. Mr. Bingaman;

‘Senator Bingaman. Aye.

The Clerk. Mr. Kerry.

-Senator Kerry. Aye.

The Clerk. Mrs. Lincoln.

Senator Lincoln. Aye.

The Clerk. Mr. Chairman,'the vote is 21 to zero.

The Chairman. The ayes have it. The measure is so

reported.

- (Whereupon, -at 4:10 p.m[, the meeting was concluded.)

MOFFITT REPORTING ASSOCIATES
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- Senator Charles E. Grassley
- Opening Statement before the Senate
Committee on Finance
“Aviation Investment and Revitalization
Vision Act” |
June 5, 2003

 The Committee will come to order.

Senator Baucus and I have called this
meéting to markup a revenue title to S. 824,
the “Aviation Investment and'RAevitaIization. -
Vision Act.” S. 824 authorizes appropriations
for the Federal Aviation Administration
("FAA"), including the Airport Improvement
Program for FY 2004-2006. These operations
.are financed by the Aviation TrUst Fund which
| 'recei'ves»amounts equivalent to excise taxes

on air transportation and aviation fuel taxes.
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We are here today to make a conformmg

change, which will be added as an

- amendment to S. 824 on the Senate floor,

because it is important that the Finance
Committee maintain jurisdiction over all

changes to the Internal Revenue Code.

| The Internal Revenue Code contains the

‘aviation excise taxes and the provisions that

dedicate those revenues for use by the
Aviation Trust Fund. Because the excise tax

provisions have been authorized through FY

- 2007, no action is necessary by the

Committee today with respect to those

provisions. Just to be clear, we are neither

changing or extending those excise taxes.
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The Internal Revenue Code also provides

the relevant expenditure authority so that |
money may be appropriated from the Aviation
Trust Fund. This is the purpose of today’s
meeting. We are here today to markup an
original bill that would extend expenditure
authority for the Aviation Trust Fund through
September 30, 2006 for those obligations of
the United States authorized by S. 824, the
“Aviation Investment and Revitalization Vision
Act.” I turn the meeting over to Senator

Baucus for additional comments.

[PAUSE FOR SENATOR BAUCUS REMARKS]
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“If there are no amendments, I move that
the Committee adopt an amendment, which
contains the revenue title to S. 824, and
report the bill favorably.”

All those in favor say “aye.”

All those opposed say “nay.”:

The ayes have it. The measure is so

'reported.

(OR IF A ROLL CALL VOTE IS REQUESTED::)
The Clerk will call the roll.
The ayes have it. The measure is so

reported.
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EXTENSION OF AIRPORT AND AIRWAY TRUST
| FUND PROVISIONS

Schedyled for Markup
‘ o Bythe .
' SENATE COMMITTEE ON FINANCE
onJune5,2003 - -

Prepared by the Staff
o ofthe '
JOINT COMMITTEE ON TAXATION -

June 3, 2003
JCX-57-03
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INTRODUCTION

‘On May 1, 2003, the Senate Committee on Commerce, Science and Transportation
reported S. 824, the “Aviation Investment and Revitalization Vision Act.” S. 824 would
authorize appropriations for fiscal years 2004 through 2006 for the Federal Aviation
Admlmstratron, including the Airport Improvement Program

The Airport and Airway Trust Fund (“avratron trust fund”) provides funding for capital
improvements to the U.S. airport and airway system. Expenditures from this fund support the
Federal Aviation Administration. The aviation trust fund pays for the majority of the Federal
Aviation Administration’s programs and activities. The aviation trust fund is funded with
amounts equivalent to revenues from certain excise taxes on commercial and noncommercial
transportation by air and aviation fuel taxes. The Internal Revenue Code (the “Code”) contains
the provisions that dedicate revenues from these excise taxes to the aviation trust fund, provides -
. the relevant expendlture provisions governing the ‘purposés for which aviation trust fund monies
may be spent, and sets the period for when those expenditures may occur. The aviation trust
fund expenditure authority currently expires on October 1, 2003. Because the expenditure
* purposes are set in the law as of the date of enactment of the’Aviation and Transportation
Security Act (November 19, 2001), the authorizing and appropnatrons committees of Congress
cannot accomplish expenditure of avratron trust fund monies for any new purposes w1thout an

amendment to_the Code.

The Committee on Finance has been requested to provide a revenue title to accompany
S. 824. This revenue title is requested to include provisions extending expenditure authorization
and conforming the purposes for which monies can be spent to those authorized under S. 824.
Provisions adopted by the Committee are expected to be mcorporated into S. 824 when that bill

is considered by the Senate.

The Committee on Finance has scheduled a markup on a revenue title to S. 824 on
June §, 2003. '

This document,’' prepared by the staff of the Joint Committee on Taxation, provides a.
description of the present-law aviation trust fund excise taxes (Part I), the present-law aviation
trust fund expenditure purposes (Part II), a summary of S. 824 (Part 1II), and a description of the’
companion revenue title for S. 824 (Part IV). : ‘

' This document may be cited as follows: Joint Committee on Taxation, Extension of
Airport and Airway Trust Fund Provisions (JCX-57-03), June 3, 2003.




I PRESENT LAW AVIATION TRUST FUND EXCISE TAXES

The Auport and Airway Trust Fund provides funding for capital improvements to the
U.S. airport and airway system. To fund the aviation trust fund, the Code i imposes taxes on both
commercial and noncommercial aviation. Commercial aviation is the carriage of persons or
property by air for compensation (alr transportation “for h1re”) All other air transportatlon 1S
defined as non-commercial aviation.? _ :

_ Four separate excise.taxes are imposed to finance the aviation trust fund. The taxes are:
( 1)' - ticket taxes imposed on commercial passenger transportation; -
Q) - a wayblll tax lmposed on freight transportatlon and

'(3) two separate fuels taxes imposed on gasoline and _]et fuel used in commerc1al ‘
"aviation and non-commercial avmtlon S

A Tax on Transportation of Persons by All'

“The Code imposes an excise tax on both domestic and certam mtematmnal tmnsportatlon_

of passengers by air. These taxes expire after September 30, 2007.> Passengers and
transportation providers both are liable for payment of the air passenger excise taxes.
Transportation providers are subject to special penalties if they do not separately disclose the
amount of the passenger taxes on tickets and in advertising. :

‘Domestlc air passenger excise tg

Most domestic air passenger transportation is subject to a two-part excise tax.* First, an

ad valorem tax is imposed at the rate of 7.5 percent of the amount paid. for the transportation.

Second, a flight segment tax of $3.00 per segment is imposed. Beginning on January 1, 2003,
and for each January 1 thereafter, the flight segment tax is indexed annually for inflation
occurring after calendar year 2001. 'For 2003, the flight segment tax remained unchanged at

2 Sec. 4041 (c)(2) Because these definitions are based on whether an amount is paid for
the transportauon it is possible for the same aircraft to be used at times in commercial aviation
and at times in non-commercial aviation. This determination is made on a ﬂxght-by-ﬂlght basis.
For example, a corporate-owned aircraft transporting employees of the corporation is engaged in
non-commercial aviation (and subject only to fuels excise tax) while the same aircraft when
transporting non-employees is engaged in commercial aviation (and subject to a mix of ticket

and fuels taxes).
3 Sec. 4261().

4 Special rules apply to transportation between the 48 contiguous States and Alaska or
Hawaii (or between Alaska and Hawaii) and to certain transportation between the United States
and points within the “225-mile zone” of Canada or Mexico or within that zone (when the
transportation is purchased within the United States).



$3.00. A flight segment is defined as transportation involving a single take-off and a single
landing. For example, travel from New York to San Francisco, with an intermediate stop in
‘Chicago, consists of two flight segments (without regard to whether the passenger changes

a1rcraﬁ in Chicago).

The ﬂrght segment component of the tax does not apply to segments to or from qualxﬁed
“rural airports.” For any calendar year, a rural airport is defined as an airport that (1) in the
second preceding calendar year had fewer than 100,000 commercial passenger departures, and
(2) either (a) is not located within 75 miles of another airport that had more than 100,000 such
_departures in that year, or (b) is eligible for payments under the Federal “essential air service”

program.
International air passenger departure tax

, For calendar year 2003, international air passenger transportation is subject to a tax of
$13.40 per arnval or departure in lieu of the taxes imposed.on domestic air passenger
transportation.” The definition of international transportation includes certain purely domestic
transportation that is associated with an international j journey. Under these rules, a passenger-
traveling on separate domestic segments integral to international travel is exempt from the
domestic passenger taxes onthose segments if the stopover time at any point within the United
States does not exceed 12 hours. : :

Both of the domestic air passenger tax and international air passenger departure tax .
apply only to transportation for which an amount is paid. Thus, free travel such as that awarded
" in “frequent flyer” programs and norrrevenue travel by airline industry employees are not
subject to tax. However, amounts paid to air carriers (in cash or in kind) for the right to award
free or reduced-fare transportation are treated as amounts paid for taxable air transportation,
subject to the 7.5 percent ad valorem tax rate (but not the flight segment rate or the international
air passenger tax). This tax applies to payments, whether made within the United States or
elsewhere, if the rights to transportation for which the payments are made can be used in whole

or in part for transportation that if purchased directly, would be subject to either the domestlc or

mtematlonal air passenger taxes.

" . B. Taxon Air Freight Transportatlon

‘Domestic air cargo transportation is subject to a 6.25 percent ad valorem excise tax. The
tax applies only to transportation that both begins and ends in the United States. Unlike the air
~ ‘passenger taxes, only shippers are liable for payment of the air freight tax. -Transportation
provrders are subject to penalties if they fail to make reasonable efforts to collect the tax. There
is no disclosure requrrement for the air freight tax This tax expxres after September 30, 2007.°

5 Rev. Proc. 2002-70, sec. 3.26. The internatioml air transportation tax rate is indexed
for inflation annually, effective on each January 1.

¢ Sec. 4271(d).

o




- C. Aviatibn Fuels Taxes

Both aviation gasoline and jet fuel are subject to excise taxes. The tax rates are lower for
commercial aviation (also subject to the non-fuels taxes described above) than for non-
commercial aviation (subject only to fuels taxes). The fuels tax rates are shown below.’

Aviation gasqline

Commercial aviation | _ 4.4 cents per gallbn :
. Non-corhmcrcial éviation - : | 19.4 cents per gallon
: Commercia] aviation | " , 44 cents per gallon

Non-commercial aviation N ' 21.9 cents per gallon

- These rates include an additional 0.1 cent Leaking Underground Storage Tank (“LUST”)
trust ﬁmd tax. The LUST fund tax is set to expire after March 31, 2005. Beginning-on April 1,
'2005, these tax rates will decrease by 0.1 cent per gallon. Further, beginning on October l
2007, the tax rates on aviation gasoline and jet fuel will be reduced to 4.3 cents per gallon.®

|

7 Fuel mixtures containing at least. 10 percent alcohol are taxed al lower rates. See secs..
4041(k)(1), 4081(c), and 4091(c). In the case of 10 percent ethanol mixtures, any sale or use
during 2003 and 2004, the 21.9 cents is reduced by 13.2 cents (for a tax of 8.7 cents per gallon),
for 2005, 2006, and 2007 the reduction is 13.1 cents (for a tax of 8.8 cents per gallon) and is
reduced by-13.4 cents in the case of any sale during 2008 or thereafter. For mixtures not
containing ethanol, the 21.9 cents is reduced by 14 cents for a tax of 7.9 cents. When aviation
fuel is purchased for blending with alcohol, the rates above are multiplied by a fraction (10/9) so
that the increased volume of aviation fuel will be subject to tax. These reduced rates expire after
September 30, 2007. Not all of the tax imposed on alcohol mixtures is credited to the aviation
trust fund. The General Fund retains 0.6 cents per gallon of the tax imposed on 10 percent
ethanol mixtures and 0.67 cents of the tax unposed on fuel used to produce such an ethanol

mixture (sec. 9502(e))

8 Secs. 4081(d)(2) and 4091(b)(3).




II. AVIATION TRUST FUND EXPENDITURE PROVISIONS

_The aviation trust fund was created in 1970 to finance a major portiori of the Federal
expenditures on national aviation programs. Prior to that time, these expenditures had been
financed with General Fund monies. The statutory provisions relating to the aviation trust fund
were placed in the Code in 1982.° .

_ Expendltures from the fund suppon the Federal Av1at10n Administration (“FAA”) and
the majority of the FAA’s programs and activities. The FAA budget has four nnJor components:
(1) operations and maintenance; (2) facilities and equ1pment (3) research, engineering, and -

“developmient; and (4) the airport improvement program. ' Operatlons and maintenance are the
only segments of the FAA budget that are funded by both a trust fund contribution and a General
Fund contribution.!" The remammg three 1tems receive all their funding from the aviation trust -

fund.
' A, Trust F ﬁnd Expendi.tu.l;'e Purposes
‘The eurrent expenditure ptlr;iose's fdr the-a\?iatiori trust fund ar'e‘ )

1. obhgatlons incurred under prov1sxons of prev1ous av1at10n authonzmg legislation
enacted since 1970, as those provisions were in éffect on the date of enactment of

the Aviation and Transportation Security Act (November_ 19,2001); 2

9 Sec. 9502.

10 Congressxonal Research Service, Aviation Taxes and the Azrport and Azrway Trust
F und CRS Report 97-657E at CRS-2 (1997). The airport improvement program is only for
auports in the National Plan of Integrated Airport Systems

"

12 The Acts (or provisions of Acts) pursuant to which aviation trust fm%d,expenditures are
allowed are Title I of the Airport and Airway Development Act of 1970; the Airport and Airway
Development Act Amendments of 1976; the Aviation Safety and Noise Abatement Act of 1979;
the Fiscal Year 1981 Airport Development Authorization Act; the provisions of the Airport and
Airway Improvement Act of 1982; the Airport and Airway Safety and Capacity Expansion Act
of 1987, the Federal Aviation Administration Research, Engineering, and Development
Authorization Act of 1990; the Aviation Safety and Capacity Expansion Act of 1990; the Airport
and Airway Safety, Capacity, Noise Improvement, and Intermodal Transportation Act of 1992;
the Airport Improvement Program Temporary Extension Act of 1994; Federal Aviation
Administration Authorization Act of 1994; Federal Aviation Reauthorization Act of 1996; the
provisions of the Omnibus Consolidated and Emergency Supplemental Appropriations Act, 1999
providing for payments from the Airport and Airway Trust Fund; the Interim Federal ‘Aviation
Administration Authorization Act; section 6002 of the 1999 Emergency Supplemental
Appropriations Act, Public Law 106-59; the Wendell H. Ford Aviation Investment and Reform
Act for the 21st Century; and the Aviation and Transportation Security Act.




Q) obligations incurred under part A of subtitle VII of Title 49, United States Code
(generally, FAA programmatic provisions), which are attributable to planning,
research and development, construction, or operation and maintenance of--

(a) air trafﬁc control,

(b) air navigatiorn,

(c) communications, or

,(d). supporting services for the airway system; and

(3)  obligations incurred for administrative expenses of the Department of
Transportation which are attributable to actlvmes described in items (I)and (2).

‘No expenditures are permitted to be made from the aviation trust fund after
September 30, 2003.. Because the expenditure purposes are set in the law as of the date of
enactment of the Aviation and Transportation Security Act (November 19, 2001), the authorizing

| and approprratlons committees of Congress cannot accomplish expenditure of aviation trust fund

monies for any new purposes wrthout an amendment to the Code. In addition, the Code contains .
a special enforcement provision to prevent expendrture of aviation trust fund monies for
purposes not authorized in section 9502. 1> This provision provides that should such unapproved
expenditures occur, no further excise tax receipts will be transferred to the aviation trust fund.
Rather, the taxes will continue to be imposed with receipts being retained in the General Fund.
This enforcement provision provides specifically that it applies not only to unauthonzed '
expenditures. under the current Code provisions, but also to expenditures pursuant to future

‘legislation that may provide for them unless either the leglslatlon providing for the expendlture

amends séction 9502’s expenditure authonzatlon provrsxons or otherwise authorizes the
expenditure as part of a revenue Act.

B. Specific Aviation Trust Fund Expendlture Programs

Authorized expenditures for the followmg auport and arrway programs are mcluded '
under the general purposes descnbed above. _

) | Airport ImproVement Program (AIP).—
(a) Airport planning ~Planning for airport systems for airport master plans; also,

airport noise compatibility plannmg for air carrier airports elxglble for terminal
development costs.

13 Sec. 9502(H(1).



(2)

3

()

(b) Airport construction—Construction, improvement or repair of a public airport

(includes removal of airport hazards and construction of physncal barriers and -
landscaping to diminish noise)." -

(c) Airport terminal facilities.—Non-revenue-producing public-use areas which are

~ directly related to movement of passengers and baggage at certified air carrier

airports; also, development of revenue-producing areas and construction of non-
revenue-producing parking lots for nonhub airports (subject to certification that
the grant will not defer needed development- w1th respect to safety, security, or

capacity).
(d) Land acguiéition—lncludes land or property interests for-airport noise control

purposes; also includes acquisition of land for, or work necessary to construct,

pads suitable for éircraﬁ deicing (subject to certain limitations).

(e) Airport-related equipment.—Airport security equipment required by
Department of Transportation regulations, snow removal equipment, noise
suppressing equipment, fire fighting equipment, navigation aids, and safety
equipment required for airport certification; also includes construction or '
purchase of capital equipment necessary for compliance by an airport with the
Americans with Disabilities Act, the Clean Air Act, or the Federal Water

" Pollution Control Act, other than capital equipment which would primarily

benefit a revenue-producing area of the airport used by a nonacronautical
busmess :

® A@ort noise compatlbrhgg programs .—Includes sound-proofing of pubhc

buildings; local govemmental umts are eligible for project grants as well. as
airports.

Facilities and Equipment Program (F&E) —Costs of acqumng, establishing, and

improving air navigation facrhtles

"Research, Engineering, Develogment,v and Demonstration P'rogm_ R &D).— -

Projects in connection with FAA research and development activities.

* Operations and Maintenance Progr_ams (O&M) ~Operations and maintenance of

air navigation facilities, including air traffic control and flight checks; services
provided under international agreements relating to the U.S. share of joint
provision of air navigation services; weather reporting services provided to the
FAA by the National Oceanic and Atmospheric Administration.

Small Community Air Service Develogment Pilot Program—For payments to

ensure that eligible localities receiving airline service at the time of deregulation
continue to have alrlme service.

4" Airport construction is usually limited to construction or improvements related to

aircraft operations, such as runways, taxiways, etc.
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. Vocational Technical Institutions.~Grants to up to four vocational technical
institutions for the acquisition of facilities for the advanced trammg of
maintenance techmc1ans for air camer aircraft.

Airway science cumculum grants ~Grants for higher education airway science

- study programs, mcludmg equlpment bunldmgs and associated facilities.

Civil aircraft security research. and development.—-Grants relatmg to. technologles

and procedures to counteract terrorist activities against civil aviation. _



III. SUMMARY OF S. 824, “THE AVIATION INVESTMENT AND
REVITALIZATION VISION ACT”

On April 8, 2003, Senator McCain, for himself and Senators Hollmgs Lott, and
Rockefeller, introduced S. 824, “The Aviation Investment and Revitalization Vision Act,” a bill
to reauthorize the FAA and its programs, as well as streamline airport capacity projects and
improve aviation security. On April 10, 2003, the Commeérce Committee held a hearing on
S. 824. On May 1, 2003, the Commerce Committee ordered S. 824 to be reported favorably with
an amex}giment in the nature of a substitute. The followmg isa summary of the major pomts of
the bill. : :

A. Fundmg

, The Awatlon Investment and Rev1tahzat10n VlSlOﬂ Act ‘amends Federal transportatlon
law to authorize appropriations for fiscal years 2004 through 2006 for the FAA. The maJor
programs authorized are FAA operations, facilities and equipment (which funds FAA air traffic
control modernization and replacement), the airport improvement program, and research
engineering and development. The table below shows the fundlng levels

Funding for the Federal Avnatlon Admmlstratlon
2004-2006 - :
[dollars in bllhons]

Expenditure Category _ 2004 | 2008 2006 | Total
FAA operations o o ’7.6v 27 | 79 o "23',.2
Facilities and equipment S 29 | 30 | 30 89
Airport improvement program 34 3.5 3.6‘1} '. 10.5
| Rescarch, engineering, and development 0.3 0.3 03 0.9
Totel | 14.2 145 14.8 435

S. 824 would extend through fiscal year 2006, the spending provisions requiring
appropriations from the aviation trust fund for FAA programs to be equal to receipts plus interest
credited to the fund. The bill also extends through fiscal year 2006 the provision giving priority

15 This summary is taken from S.Rpt. 108-041.




and protections for funding from the trust fund for the FAA capital programs. Any funds above
the taxes and interest that are required to fund the operations account are derived from the -
General Fund. The funding “guarantees” that are enforced through points of order in the Senate
and in the House of Representatives are also continued.

B. Streamlining of Airport Projects

S. 824 contains provisions designéd to expedite the process for construction of airport
capacity and safety projects. The environmental streamlining provisions-in the bill would allow
the Depaitment of Transportation to designate certain airport expansion proposals as National
Capacity Projects, which would receive dedicated resources and expedited procedures for
environmental reviews. In addition, these prOJects would receive priority consideration for
review and clearance by other Federal agencies. The bill also includes a pilot program intended
to allow airports to contribute to a fund that can be used by the FAA to hire more personnel to -
: handle the complex and time -consummg work associated w1th current envuonmental revxews

C Avmtlon Securlty

S. 824 contairis a number of prov1s1ons relatéd to aviation secunty Among them 1s the
creation of a new fund that is financed with $500 million annually in security service fees that
are collected under present law. The fund would be administered by the Secretary of
Transponatlon to make grants to airports to assist with capital security costs. Estimates of the
capital cost of modifying airports to accept éxplosive detection system equipment range from
$3 billion to-$5 billion. The source of funding for these costs has not been clear. In fiscal year
2002, the FAA distributed $561 million in AIP grants toward these costs. The FAA has '
indicated it is considering taking action to provide a similar amount in fiscal year 2003. Due to
concern that the diversion of AIP grants to security projects threatens to undermine important
airport capacity and safety projects, the bill tightens AIP ehglbllny rules to prohibit the use of

AIP for such purposes.

The bill also would require the Secretary of Homeland Security to reevaluate the entire
aviation security system, submit a report to Congress on the results of the evaluatlon and to -

redeploy resources accordmgly
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~ IV. DESCRIPTION OF PROPOSAL
The proposal extends expenditure authority for the aviation trust fund through
September 30, 2006, and conforms the expenditure purposes to include those obligations of the
United States authorized by S. 824, the Aviation Investment and Revitalization Vision Act, -
Effective Date |

The proposal is effective on the date of'enactment, .
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