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Tony Broderick (Airbus of North America, Inc.)
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· Transfer of chairmanship made to D. Swierenga.

· G. Juba handed out draft intro to the ARCC’s recommendations.

· APO/FAA has taken over “ownership” of the issue papers.

· All comments/corrections should be directed to Kathy Lizotte.

· D. Lotterer argued for an executive order requiring alternatives for achieving a benefit when an NPRM comes out.

· T. Broderick argued that there isn’t enough industry input (the three-legged stool is missing a leg).

· Industry should be able to critique APO analyses.

· Independent paper to be drafted.

· G. Juba:  how do you get more input from industry prior to the NPRM stage?

· N. Shellabarger:  Lots of work is being done at the FAA on this subject.

· Memo has been drafted for legal counsel to look at.

· Active discussion with counsel is ongoing to see if current APO practices can be revised to incorporate more industry input.

· T. Broderick:  Benefit-cost (BC) analyses are not “cut and dry.”

· The biggest problem with the rulemaking process is industry doing a lousy job with comments.  Complaining does not change anything.

GRA’s presentation

· Next steps

· Comments on economic values book due by April 15, 2004.

· A last shot before the FAA takes ownership of it.

· GRA will publish a redlined version on or by April 30, 2004.

· ATA index of historical costs.

· Can be used for inflating costs for future updates.

· T. McSweeny:  values of time – should be consistent across analyses.

· For example, executive jet passengers.

· Section 7 – Labor Costs

· Very important chapter – comments needed.

· Issue papers

· R. Golasweski will make a point of talking to T. Englert to make sure GRA got the labor costs correct.

· Learning curves

· Used only occasionally in regulatory evaluations.

· Engineering paper has been revised to incorporate T. McSweeny’s comments.

· T. Larson – Selection of Time Horizons

· Costs and benefits are “lumpy” in time.

· A 1994 guide used by APO for selecting time periods was handed out.

· Steady imposition of costs.

· Example:  For a newly certificated plane – a 40-year time frame is used for analysis.

· Life cycle is 25-years per plane.

· Planes will be manufactured for 10 years.

· T. Broderick:  presumptuous to project 50 years.

· N. Shellabarger:  discounting at 70% at 30+ years leads to very negligible benefits.

· T. Broderick:  retrofits – episodic accident prevention argument.

· T. Broderick:  use any retrofit

· Some planes will not retrofit because they will be retiring.

· Some incremental benefits because of phase in of retrofit.

· Non-linear benefits.

· Insanity for an airplane to be retired in year 6 to be retrofitted in year 5.

· N. Shellabarger:  a rational economic approach by an operator will be to decide whether to retire earlier than originally planned or retrofit.  

· P. Larson:  The FAA already talks to industry on this issue, e.g., hush kits and Stage III aircraft.  

· T. McSweeny:  give operators more flexibility with some constraints.

· D. Lotterer:  FAA assumes plane will carry only passengers (or cargo) for lifecycle.

· T. Broderick:  When there is a legislative mandate then one has to say:  it will cost x amount to save x lives over x years.

· T. McSweeny:  There is a perception that the FAA will do anything to justify rules.

· P. Larson:  If a regulation is strictly mandated by Congress (e.g., TCAS), then FAA says, “that’s it.”

· N. Shellabarger:  the FAA has in recent recollection asked Congress to reword legislation to save money.

· D. Swierenga: A preamble is needed to explain that the length of time used in an analysis is to fully incorporate all benefits and costs.

George Thurston – Paperwork Reduction Act (PRA) presentation

· D. Swierenga:  how much discussion does the FAA have with industry on PRA?

· G. Thurston:  economists speak with subject matter experts and engineers to determine hours required.

· T. McSweeny:  Does the FAA account for training changes?

· Industry has to include subject in comments.

· N. Shellabarger:  Is included in training/implementation cost estimates.

· T. Broderick:  industry does a bad job of educating the FAA on this subject.

· T. McSweeny:  industry does not do a good job distilling voluminous comments.

· P. Larson:  APO has to respond to all economic comments.

· Air directives (Ads) are not covered by the PRA.

· PRA – is an information collection control procedure.

· T. Broderick:  industry needs to pay more attention to costs associated with compliance, e.g., training manuals, tracking, etc.

· T. McSweeny:  FAA should ask for primary and secondary costs.

· N. Shellabarger:  FAA makes an effort with the info they have.

· These costs are minor compared to the other costs.

Paul Larson - Elasticities presentation

· N. Shellabarger:  elasticities very rarely play a role in rule promulgation.

· One example: Kiddie seats.

· N. Shellabarger:  APO maintains a good literature review on this subject.

· APO does not advocate codifying this issue because it is so situation specific.

· D. Swierenga:  Elasticities should be looked at more frequently when rules are evaluated.

· P. Larson:  Theoretically, every rule should include an elasticity analysis but most rules only add 1-3 cents to the ticket price and our data are not that accurate so APO ignores the issue.

· D. Swierenga:  Each rule should have a paragraph addressing whether elasticity would be/has been looked at.

· N. Shellabarger:  Needs a threshold – x $ or % increase per ticket.

· Perhaps APO should have a 25-cent threshold.

· P. Larson:  Theoretically, all airlines are charging minimum fares due to competitive pressures, therefore, if ticket prices go up, airlines will suffer losses.

· D. Lotterer:  ARCC will draft a couple of paragraphs on this subject.

Timeframe for rulemaking analyses

· T. Broderick:  Do not go back more than ten years for rulemaking.

· T. McSweeny:  Past accidents are not a good predictor of future accidents because the paradigm has changed.

· How can we take credit for accidents prevented when the situation has changed?

· Those lives should not be counted when corrected by other rules.

· T. Broderick:  AVR sees the need to eliminate any and all risk.

· More judgment needed during rulemaking.

· Comments needed on this issue.

· D. Swierenga:  How do we account for disproportionate costs on airlines?

· P. Larson:  We do not look at that; we do look at different types of planes (e.g., cargo vs. passenger planes).

· Taken into account a little bit via the Small Business Impact requirement.

· FAA tries to mitigate the impact on small carriers but safety is “blind.”

· No difference in marginal benefits when comparing different business plans (e.g., Southwest vs. United).  Costs will be different.

· T. McSweeny:  thinks differing benefits/costs and retrofit schedules should be incorporated.

· D. Lotterer:  phasing of compliance time is important.

· T. McSweeny:  What if the risk is different by aircraft types?

· Is the risk reduction monetized?

· D. Swierenga:  Imposing significant costs on small carriers (with small planes) will change ticket fare, therefore, demand will change and this may affect small communities.

· N. Shellabarger:  Addressed in the flexibility act.

· A slight change in D. Lotterer’s paper is needed.

· Changes will be submitted to K. Lizotte.

Miscellaneous

· T. McSweeny:  Burn through rule.

· T. Broderick:  The FAA should assume an accident rate that accounts for CAST (and primary accidents reduced).

· T. Broderick:  Argues that accidents should not be scaled up with operations.

· T. Broderick:  Cargo fleets.

· Percentage of total fleet that is now cargo has gone up over the past twenty years.

· Benefits to cargo fleets should be monetized.

· T. Broderick:  Air Directives (ADs)

· An honest assessment of true, comprehensive costs should be done for ADs in order to provide a fair assessment of the cost of the AD to decision-makers.

· The ARCC will make recommendations on revising the AD process.

· M. Tower’s paper:  AARC will have to decide what to do with AAAE’s recommendations.

· Regs and ACs are on target, the other stuff is outside our balliwick.  No consensus.

· T. Broderick:  FAA has an extensive body of rulemaking that uses little input from airports.

· Should be put out for comment.

· FAA does not do impact analyses.

