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The meeting was held on June 19, 2003 at Regional Airline Association’s headquarters in Washington, DC.  The following people attended::  Tony Broderick (Airbus), Troy Englert (ALPA), Rich Golaszewski (GRA), Peter Ivory (FAA), Gene Juba (Independent Consultant), Paul Larson (FAA), Kathy Lizotte (FAA), David Lotterer (RAA), Nan Shellabarger (FAA), Margie Tower Smith (AAAE), and Dave Swierenga (ATA).

The next meeting will be held on September 16, 2003.

· Engineering flowchart will be put together by GRA.

· GAMA asked members to report percentage difference from baseline provided by GAMA on labor rates.

· What went into overhead loading?  

· Short paper was provided by J. Henning to GRA; will be shared with ARCC members in the future.

· GRA would like Boeing and Airbus to look at its numbers to get their feedback.  

· Need to get some big manufacturers in the mix.

· These numbers are to be used as a yardstick only; a “reality check.”

· Currently FAA uses industry-provided data; frequently only NPRMs will generate an industry response.

· FAA engineer estimates are also used.

· T. Broderick: he generally assumes $100/hour for labor costs.

· FAA goes to aircraft certifications for hour requirements.

Downtime Costs

· FAA proposed using hourly lease costs as the standardized values/methodology.

· Cost of taking an asset out of an activity.

· Recurs every year.

· Time built into schedule for mandated maintenance.

· Lease rates are pretty standard for most popular aircraft.

· Smaller craft – less data exists.

· Rental rates available for some smaller craft.

· How volatile are lease rates?

· D. Swierenga:  Lease rates do not take into account lost revenue.

· Aircraft is often down longer than expected because of FAA requirement that all problems be fixed when discovered.

· E.g., crack repair, corrosion

· Causes increased cost of maintenance

· FAA’s reply:  Safer sooner.

· An aircraft mechanic cannot certify a plane as airworthy if there is a defect.

· Repairs are done piecemeal as a result.

· T. Broderick:  Asserts that the FAA has never tried to quantify these costs.

· Handout:  P. Larson (FAA)   

· T. Broderick:  Chart is too simplistic because airlines are so different.

· Maybe number of aircraft in fleet needs to be accounted for.

· T. Broderick:  Airlines keep downtime at a minimum by adding mechanics to work on ADs in order to not extend downtime.

· Can only be done with certain size fleets.

· Cannot be done with small aircraft fleets.

· Fleet size, maintenance capability, specific AD, and compliance time are all factors.

· Averages do not work; perhaps not a candidate for standardization.

· Are there rule of thumb breakpoints?

· Historically the letter check times.

· APO does not cost ADs – done by regional staff.

· Typically APO pushes out requirements into letter checks.

· Best rationale is to aim to schedule all ADs into letter check schedules.  If you use only average downtime numbers, lots of airlines will be adversely affected.

· APO affects rules the most in terms of compliance time.

· D. Swierenga:  Least resistance from airlines by conforming with letter checks.

· Lessens amount of downtime added.

· If letter check has to be extended, then this cost has to be added to the service check.

· If each plane requires an extra downtime day, then you need to account for that.

· Flight cancellations and lost revenue (FAA can’t really look at these effects for each individual airline)

· Can perhaps look at lease rates

· Imperfect because you are theoretically leasing a plane on a daily basis; it is nearly impossible to find an exact configuration so that the same crew can be used.

· Lease costs are the minimum costs.

· Wet leases are frowned upon by labor.

· Short compliance and small fleets = incremental costs.

· Lease costs tend to go in broad cycles with the market.

· Downtime = lost revenue and lost costs.

· D. Swierenga:  There are competitive impacts; FAA does not take into account “distribution of income” impacts – no impact on society.

· Does compliance time allow the maintenance requirement to fit into scheduled letter check?

a. If Yes, Does implementation add out-of-service time?

i. If Yes, add in downtime cost (minimum lease cost).

1. Possibly add a factor.

ii. If No, no downtime cost.

b. If No (e.g., short compliance time), downtime cost includes:

i. Opening and closing cost.

ii. Revenue impact (small because passengers will switch another carrier or O&D pair).

· Basic compliance is based on safety concerns; economics is second.

· Disruption to maintenance schedule is a big cost driver.

· If the compliance time is long, opening and closing costs are not included because an airline would do it anyway.

· Spill studies are done on a carrier basis, not system.

· Opening and closing costs are available from manufacturers.

· Different for each action.

· GRA will work this up.

· Will make a proposal; ask for feedback.

· There is a real incremental cost associated with multiple maintenance intervals.

· If X repair is required and Y and Z problems are discovered, X, Y, and Z must all be repaired.  FAA does not count the costs associated with fixing Y and Z when calculating the costs of X.

· Cracks by definition are unworthy; once you see them you have an obligation to fix them.

· T. Broderick:  We need a valid, technical study to show much downtime costs.

· Without data, ARCC may have to leave the issue in the “parking lot” of this study.

· GRA will put together a strawman for next meeting.

Disruption Costs

· Delay costs – already well-accepted values available.

· Diversion & Cancellation

· GRA would like to talk to individual carriers about this topic.  How do they quantify such costs?

· More of an investment cost as opposed to a regulatory one.

· E.g., Instrument Landing Systems (ILS)

· T. Broderick:  Air Medical Services – maybe GRA could talk to them because air service companies must be able to justify cost savings to air carriers.

· There is a difference between cancellations for weather versus reliability.

· Passenger value of time – how much to apply to delays/diversions?

· Impacts RMPs and flight duty time.

· GRA has started a paper on diversion and cancellation costs.

Seat Removal/spill

· Route and season specific.

· GRA has already spoken to Boeing on this issue.

· Some lost passengers are a benefit to other airlines.

· You do not care if you lose the $.05 passenger if you can replace him with a $.40 passenger.  

· Boeing and Airbus calculate the expected revenue per seat.

· Every time you take a seat out you will not always lose a passenger; also, each passenger lost will not be a $900 passenger.

· G. Juba:  Industry rule of thumb is $80 revenue lost (one way) for each lost seat.

· G. Juba will write up his rule of thumb.

· Use bottom 10% of fares bell curve.

· GRA will send G. Juba the fare file.

· A lost seat raises the cost of an Average Seat Miles (ASM).

· Works in opposite direction.

· As unit costs rise, ticket prices must go up.

· To produce the same capacity before the seat change, total costs have gone up.

· GRA will write this topic up and work with G. Juba on it.

· GRA is waiting for an okay from FAA on data extract issues.

· Page 10 – Air Carrier Aircraft Categories

· Most significant change: breakout of RJs, FAR 23 and 25.

· Pages 14 & 15 – GA Survey Classification Groups; Relationship Between GA Survey Categories and Economic Values Aircraft Categories

· Tells you which GA groups go into which categories – a map.
· Grouped by use, not FAR.
· An imperfect fit.
· Page 17 – Allocation of GA Survey Hours by FAR Part

· Some aircraft may be listed under more than one FAR part.
· Will need GA ARCC members to review GA breakout.
· Page 18 – Summary of GA Survey

· Some data raise red flags.
· Public aircraft
· Self-determined by survey participants on the GA Survey
· Intent was to use FAA definition.
· Page 19 – Number of Responses Reporting Any Activity

· Some data is weak.  Need to work with GA folks to see if aggregation is possible.
· We may schedule a conference call (or in-person meeting) to discuss the GA data.
· Page 21 – Analysis of GA Aircraft Values and Costs

· 1982 distinction is from previous standard values book.
· Natural breakpoint.
· GRA has not spent any time on gliders/experimental aircraft.
· GRA will talk to AOPA about other sources.
· More needs to be resolved.
· Page 26 – Operating Cost Data

· Conklin & DeDecker – poor coverage of low-end and very old aircraft.
· Another issue for AOPA: are there other data sources?
· Crew shouldn’t vary much.

· Maintenance cost data is all over the place.

· This page is still in the preliminary stage.

· More sources needed on GA operating costs.
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