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Federal Law on Use of Local and State Taxes 
on Aviation Fuel 
 
Many local governments are not aware that, under federal law, any taxes imposed on 
aviation fuel must be used for airport-related purposes.1  The only exception is for 
aviation fuel taxes that were in effect on December 30, 1987. The limitation even 
applies to general purpose sales taxes that are not specifically targeted at aviation fuel, 
but rather apply more broadly to a wide range of sales transactions. 

While this law has been in effect for 28 years, the federal government has only recently 
focused on the extent to which state and local governments and special purpose 
districts have been violating its provisions.  In November 2014, the Federal Aviation 
Administration (FAA), the federal agency responsible for administering this law, 
released a formal policy statement2 making explicit that the federal revenue use laws 
and FAA policies apply to all taxes on aviation fuels, even if not imposed or collected by 
an airport sponsor. This policy is of great interest to local governments because it 
potentially and adversely affects an important stream of state and local revenue. The 
impact is especially critical for local governments that host—but do not own or 
operate—a large general aviation or commercial airport within their jurisdiction. 

The FAA has emphasized that its policy statement does not reflect new policy or law but 
is intended to remind local and state governments of their obligations under long-
standing federal law. 

Under federal law, all taxes on aviation fuels must be used for airport purposes or state 
aviation programs. The clarification set forth in the policy statement makes governments 
that do not own/operate airports subject to revenue use obligations, and potentially 
subject to severe penalties for impermissible use of fuel taxes. Although the policy 
statement makes clear that airport sponsors are not responsible for assuring 
compliance by non-sponsors—their obligations are discharged by informing non-
sponsors of their obligations—the policy statement is designed to remind state and local 
governments of their accounting obligations because taxes on aviation fuels are often 
included in general sales or excise tax collections and are often dedicated to specific 
non-aeronautical uses under state law. 

Recognizing that there are many questions about the practical application of this policy, 
the FAA has been cooperative in answering fact-specific questions from local 
governments and has issued a series of Questions-and-Answers in response to a 
request from the National Association of State Aviation Officials (NASAO). 
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State and local governments that are not airport sponsors are required to submit 
an action plan to the FAA by December 2015 with a plan for how they intend to come 
into compliance with this law.  The FAA has advised that the action plan “should detail 
the process necessary to develop reporting requirements and tracking systems for 
discrete information on aviation fuel tax revenues.” This may, in many instances, require 
new legislation to change the legislative authorization for how tax revenues are spent.  
The FAA has allowed a “reasonable transition period” not to exceed three years 
(through December 2017) for non-airport sponsors to come into compliance with the 
federal law. 

The impact of the FAA policy—it should not be considered as a new policy but a 
reaffirmation of existing federal law—could be enormous on local governments. A 
recent study suggests that some states stand to lose up to $76 million annually in 
general fund revenue and some cities and counties up to $38 million annually.3 Of 
course, this revenue is not lost entirely but must be dedicated to aviation purposes.  In 
some states, this means that funds can be used for certain functions of the aviation 
division of the state department of transportation and some local governments may 
have permissible aviation-related programs that the funds may be applied.  Revenue 
that is retained by these non-sponsors still must be spent for permissible airport 
purposes (i.e., for purposes that airport sponsors could lawfully spend any airport 
revenues). 

There are many factual permutations for local or state taxes that were in effect prior to 
1987 but have been modified in some form since that date.  Local government officials 
should consult their counsel before submitting an action plan to the FAA. 

For further information, contact: 
John E. Putnam 

jputnam@kaplankirsch.com 
Peter J. Kirsch 

pkirsch@kaplankirsch.com 
 
 

 
 
                                                 
1 49 U.S.C. § 47133. 
2 FAA, Policy and Procedures Concerning the Use of Airport Revenue; Proceeds From Taxes on Aviation 
Fuel,” 79 Fed. Reg. 66282 (Nov. 7, 2014), available at http://www.gpo.gov/fdsys/pkg/FR-2014-11-
07/pdf/2014-26408.pdf. 
3 http://www.pewtrusts.org/en/research-and-analysis/blogs/stateline/2015/2/21/faa-limits-use-of-states-
aviation-fuel-taxes  citing report by 12billion.org, “Airline-backed Federal Rule Change Could Cost State, 
Local Governments Estimated $190 million in Revenue Annually.” 
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