Minutes from ARCC meeting

February 5, 2004

Attendees:

Paul Larson, FAA

Margie Smith, AAAE

George Thurston, FAA

Tom McSweeney, Boeing

Luis Gutierrez AOPA

Rob Hackman, AOPA

Richard Golaszewski, GRA

Jens Hennig, GAMA

Gene Juba, Consultant

Peter Ivory, FAA

David Lotterer, RAA

Nan Shellabarger, FAA

Tony Broderick, Airbus

David Lee, ATA

· ATA sent their new employee David Lee to represent them.  David came from United.

· Gene performed the standard introductions.

· Industry was posed with the question “What can we do to provide the FAA with additional support and input during rulemaking?”

· RichG and NanS tag-teamed on overviewing and requesting comments on the first six sections of the economic values book.

· The question was posed to the group “Where do we get values for fixed and variable operating costs for missing or non-public values?

· A discussion was presented on market versus appraised values and which of them should be used in an economic evaluation.

· A discussion occurred on where and how these values should be used in economic evaluations.

· RichG and NanS discussed and reviewed the mission of the ARCC, timeframes imposed, and the products that both the ARCC and GRA owe the FAA.

· Section 1 of the Economic Values Book

· DOT’s input on treatment of passenger time in air travel.

· The group concurred that these values are dictated by DOT.

· JensH commented that the values are low for executive jet passengers

· Section 2 of the Economic Values Book

· Treatment of the value of life

· The group concurred that these values are dictated by DOT.

· Section 3 of the Economic Values Book

· Aircraft capacity and utilization factors, provided by Form41, 298c and General Aviation (GA) sources are suitable.

· GeneJ would like the data sortable.

· Detail will be provided in Excel on website.

· GeorgeT commented “Make sure your contracts with your data vendors will allow public access on the Internet”.

· One member recommended sorting the values into transport and non-transport category aircraft.

· Section 4 of the Economic Values Book

· Sources are Form41, P6, and P7 for the US Majors, Nationals, and Regionals.

· TomM asked if the values are really accurate to the seven figures.

· Maybe a note should be added to warn the reader of the inherent accuracy of the values.

· RichG reviewed sources and techniques employed for populating the tables.

· Section 5 of the Economic Values Book

· Replacement and restoration costs

· Market values used

· Sources were appraisal firms and the Aircraft Blue Book.

· Market and appraised values were again discussed.

· Market value is what you can get for the asset today.

· Market value is volatile because it is based on current events.

· Appraised value is a long term value.

· Insurance companies provided restoration and replacement values for rotorcraft and aircraft whose values are not publicly available.

· Section 6 of the Economic Values Book

· Aircraft performance factors

· Certain regulations impose a weight penalty

· Fuel consumption increase = f(added weight)

· RichG discussed methodology to calculate added fuel burn for added weight imposed by regulations.

· Section 7 of the Economic Values Book

· Not written yet

· Hand out discussed:

· What should labor costs include, fringe benefits, etc.?

· Sources and methodology

· How the FAA currently handles and should handle pilot training costs:

· Based on pilot seniority?

· Based on mission of airline?

· TonyB brought up initial versus transitional training of pilots and their costs, for an operator with a large air carrier fleet, this could be a complicated process.

· JensH supported adding flight attendant costs to GA crew cost table.

· A brief discussion was held on wage rate by aircraft size.

· TonyB brought up the idea that a fine line exists between too much data and enough to do a good job.  All agreed that we need to maintain a balance, based on the assumptions used, in the economists’ analyses.  If any of the assumptionsare wrong, the comment period can identify correct assumptions.

· PeterI said it is best to consult certification engineers in the manufacturing community for values.

· Ownership costs

· More discussions on which market values should be used.

· General questions were posed to the ARCC:

· Are there any major issues? – ARCC consensus is that “things are looking good.”

· Can you buy into these values?  Maybe.

· Can you live with these values? Yes.

· GeneJ introduced methodology to compute Annual Aircraft Operating Cost (AOL) as

· AOL = (MV * i ) + ((MV – RV) / RL)

· MV = Market Value of aircraft

· i = Current Interest Rate 

· RV = Residual Value

· RL = Remaining Life

· Position papers were defined as those that introduce methodology as opposed to values for an economist to use.  Here NanS identified two FAA documents:

· Economic Values book – contains values for economists.  GRA’s mission is to update and improve the 1998 version

· Economic Analysis of Investment and Regulatory Decisions – the position papers will aid the FAA in updating this document.

· TonyB discussed cost analyses of Air Directives (ADs)

· Current AD handbook is outdated.

· A better FAA methodology is needed to estimate costs.

· Not the mission of the ARCC to address.

· AD costs could wipe out certain fleets.

· No accountability on AD costs.

· A large cost could occur based on the safety issue at hand.

· Aircraft Design and Engineering

· RichG will re-address and add additional Boeing input.

· Seat Removal

· NanS suggested a better summary of values and methodology was needed.

· GAMA backed NanS by stating more detail is required.

· Aircraft Downtime

· NanS discussed three alternatives to the straw-man proposal.

· ARCC needs to make a recommendation on which of the three to use.

· RichG suggested using the resource cost to society instead of the transfer cost.

· TomM led a discussion on FAA proposals that do not separate cargo vs. passenger flights in part 121 analysis.  In theory, a cargo accident is much less costly due to the lack of passengers and the FAA treats them both the same.

· An ARCC member asked whether fractional vs. corporate differences should be considered.

· AOPA asked whether we can incorporate these papers into computing the cost of an AD.

· Schedule disruption

· GeneJ discussed comments on Table 1.  GRA will take them into account

· Fractional Ownership

· GeneJ wanted an update on how this is going and asked whether the FAA is incorporating it into the values book? - Yes

· Sharon Pinkerton, Tony Fazio, and Nancy LoBue (all from the FAA) joined the meeting.

· Review of ARCC results.

· AD cost discussion revisited.

· PeterI and PaulL discussed the regulatory evaluation process.

· Discussion on the future of the ARCC after the Economics Value book update and the ARCC “letter” to the FAA has been completed

· Should the ARCC continue? – Yes

· How?

· Standing working group of ARAC?

· -or- as a targeted rule approach (this appears to be the option where consensus was reached).

· TonyB would like more interaction with industry prior to the RPR stage.

· Public comment after the NPRM is too late.

· TomM said an ANPRM may be in order to inform industry of FAA rulemaking intent.

· PaulL outlined the FAA process on NPRM.

· Many commented on changing the rulemaking process.

· SharonP mentioned that she will bring this up with DOT.

· TonyB states industry has a problem with the cost benefits analysis of the fuel tank inertia proposal.

· TonyB mentioned that rulemaking economists should not forecast more than 20 years in the future and not look back more than 10 years due to the diminishing historical accident rates.

· TonyB and MargieT volunteered to write up an AD cost discussion for the ARCC “letter”.

· ARCC future work matrix

· Discussed and determined where we were on each issue, and who is responsible for input.

· Miscellaneous costs were defined as AD costs.

· TonyB said that regional airline and aircraft costs should be viewed differently from major airline and aircraft costs.

· TonyB brought up the cargo vs. passenger costs difference discussion.

· PeterI and GeorgeT brought up FAA’s recent meeting with SBA and SBA’s comments that the FAA was the best agency at addressing the requirements of the Regulatory Flexibility Act.

· The next ARCC meeting is planed for April 1, 2004

