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State-of-the-art air traffic control towers, like this one at Hartsfield-Jackson Atlanta
International Airport, are helping air traffic controllers better guide current air traffic as
well as accommodate future growth, making the safest aviation system even safer.

Credit: Greg Haire, Airway Transportation System Specialist, Technical Operations, Hartsfield-Jackson
Atlanta International Airport
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MISSION

To provide the safest, most efficient aerospace system in the world.

VISION

To improve continuously the safety and efficiency of aviation, while being responsive

to our customers and accountable to the public.

VALUES

Safety is our passion. We are world leaders in aerospace safety.
Quality is our trademark. \We serve our country, our customers, and each other.
Integrity is our character. We do the right thing, even if no one is looking.

People are our strength. We treat each other as we want to be treated.
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Established

Headquarters

FY 2007 Budget (enacted)

Total Employees
Headquarters
Regional and Field Offices

Technical Center
Atlantic City, NJ

Aeronautical Center
Oklahoma City, OK

FY 2007 Passengers on
U.S. Carriers

FY 2007 Tower Operations
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FAA AT A GLANCE

AvE

1958

800 Independence Avenue, SW
Washington, DC 20591

www.faa.gov

$14.537 billion

45,416

5,465 employees
35,416 employees
1,089 employees

3,446 employees

763.5 million (estimate)

61 million arrivals and departures (estimate)
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An aircraft departing from Miami International Airport turns to avoid severe weather. Adverse weather conditions throughout the national airspace
system, combined with air traffic volume, were major contributing factors to the increase in airport delays this year.
Credit: Jon Ross, FAA Image Library
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FOREWORD

The Federal Aviation Administration (FAA) is part
of the Department of Transportation (DOT). By
directives, the Office of Management and Budget
(OMB), which implements the Chief Financial
Officers Act of 1990 (CFO Act), requires us to
prepare financial statements separate from those
of DOT. FAA is not required to prepare a separate
Performance and Accountability Report (PAR).
Instead, key FAA data and information are provided
to DOT and consolidated into the required DOT
PAR.

We recognize, however, that to demonstrate
accountability, we should present performance,
management, and financial information using
the same statutory and guidance framework. To
demonstrate that accountability, for the past 10
years we have elected to produce our own PAR.
In some cases, however, we may depart from the
format required of CFO Act agencies.

Y B - \‘

LSRN [ '
OB\ (B U, ™

- \. e

\0
: \ ¢ -
W\ 8\ C

—

Despite the qualified opinion on our FY 2006
financial statements, the Association of
Government Accountants (AGA) commended us
on a well-organized, succinct, readable, easy to
understand, and informative report. AGA praised
us for acknowledging the qualification and candidly
explaining the cause and the actions we would
take to address the matter. As this year’s report
details, we strived to correct the issue and are
pleased to report that our auditors have issued a
revised opinion, which is unqualified, on our

FY 2006 restated financial statements. In addition,
we received an unqualified opinion on our FY 2007
financial statements.

We will continue our efforts to become a more
results-oriented organization, focus on performance
and financial accountability, and do our part to
help DOT and the Federal Government excel in
providing high-quality services and products to the
taxpayers we serve.

As new technologies take over routine controller tasks and become more responsible for predicting problems in the airspace, controller productivity will
continue to increase. In FY 2007, the implementation of automated technologies resulted in a cost avoidance of approximately $9.9 million, keeping
FAA on track to achieve cost efficiencies of 10% in controller staff costs by FY 2010.

Credit: FAA Image Library
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We have a system composed of more than 67,000 facilities and pieces of equipment with
FAA-operated or contract towers at almost 500 airports, including this one at Lubbock
Preston Smith International Airport in Lubbock, Texas.

Credit: Jody B. Smyers, FAA Image Library




A MESSAGE FROM THE ADMINISTRATOR

Robert A. Sturgell
Acting Administrator

Aviation has never been busier. Without a doubt, this is the most exciting, dynamic, and challenging period
in FAA history. Passenger traffic exceeds pre-9/11 levels at most of the nation’s top airports. Passenger totals
are headed up: They’re expected to more than double in the next decade. Commercial aviation will be
flying more than a billion passengers by 2015.

The planes that dot our skies are changing as well. Smaller business jets fly in record numbers. Commercial
industries are looking to unmanned aircraft as a part of daily business.

But there’s a catch to all of this. Air travel can grow only if aviation capacity grows with it. FAA is ahead
of this curve, with the launch of the next generation air transportation system (NextGen) well under way:.
NextGen is designed to handle up to three times the traffic load of what we see today, and it will handle

it efficiently. In a nutshell, NextGen transitions us from the 1960’s era ground-based system of radar into
satellite-based air traffic management.

As you will read in this report, we are determined to meet the increased demands on our airspace and ensure
travelers get to their destinations with minimal delays without compromising safety. To do this, we are
transforming our airspace through the most radical technological changes FAA has ever experienced. It is
not an easy task, but it is one to which all 45,416 men and women of the FAA are fully committed.

FY 2007 ACCOMPLISHMENTS

o NextGen. The opening stages of transformation to NextGen lay the groundwork for developing a
system that will be safer, able to meet growing demand, and responsive to evolving business models.
The new system will integrate satellite-based navigation, surveillance, and networking. This year,
the FAA’s Joint Planning and Development Office (JPDO) completed NextGen’s three planning
documents that will guide us through the next 15 years and beyond. We also created a partnership
of FAA executives and a new executive-level position to guide the implementation of the NextGen
plan.

o Flight Plan Goals. \We made significant progress in achieving the four goals detailed in our strategic
plan—the FAA Flight Plan: ensuring safety, increasing capacity, demonstrating international
leadership, and achieving organizational excellence. All of these achievements play an integral role in
our efforts to implement NextGen.

A MESSAGE FROM THE ADMINISTRATOR
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e Safety. Over the past 5 years, we have achieved the highest safety standards in the history of
aviation. Even so, our goal is—as always—to continue to improve safety. The number of general
aviation fatal accidents is below our not-to-exceed ceiling again this year, ending at 314 fatal
accidents. While aviation accidents in Alaska decreased 9% from the past fiscal year, we had 10 fatal
accidents: 4 in Part 135 (commuter and on-demand operations) and 6 in general aviation.

e Capacity. FY 2007 saw a 6% increase in National Airspace System (NAS)-related flight delays over
last year, an indicator that the system is rapidly reaching critical mass. Capital projects, including the
opening of two runways and an innovative new type of taxiway, have expanded capacity at three of
the nation’s busiest airports.

o International Leadership. Collaboration with aviation authorities throughout the world is essential
to shaping a seamless global aerospace system. We gained approval to open an office in Brazil, our
first office in Latin America in 10 years. We also hired new senior representatives to lead offices in
Abu Dhabi, Moscow, and Dakar. We signed cooperative agreements with several key nations across
the world, which will allow us to spur acceptance of NextGen technologies.

o Organizational Excellence. \We continue to transform business practices to improve efficiency
throughout the agency. New initiatives this year resulted in $82 million in cost efficiencies.
Consolidation of our financial accounting and workers’ compensation functions resulted in over
$20 million in cost efficiencies.

Our workplace and our workforce are changing, and we must be robust and flexible enough to
compete for and retain qualified, high quality employees. We had success recruiting diverse applicants
for Air Traffic Controller and Aviation Safety Inspector positions by posting classified ads on
MySpace.com, Monster.com, CareerBuilder.com, and Craigslist.com; advertising in newspapers and
on the radio; and reaching out to students at more than 800 colleges and universities.

Our Performance and Accountability Highlights received a fourth consecutive award from the League of
American Communications Professionals. The award recognizes our FY 2006 publication as one of
the top annual reports in North America.

FUTURE CHALLENGES

The accomplishments of this year have created a waterline, a benchmark for performance that must
be exceeded. We will use this philosophy as a driving force as we move forward to conquer the many
challenges we face in FY 2008 and beyond.

o Safety. Safety is our first priority. With the push for greater capacity, we must continue our efforts
to meet and surpass our safety goals and urge the aviation industry not to lose sight of their safety
improvement efforts.

e NextGen. \We must ensure our NextGen system is harmonized, interoperable, and compatible with
countries and regions throughout the world; continue to prepare FAA employees for the radical
changes NextGen will bring to their jobs; and keep our eye on the final goal to meet capacity
demands without sacrificing safety. With long lead times for NextGen initiatives, complex and costly
systems, and interdependent elements, it is imperative that we stay on our planned course.

A MESSAGE FROM THE ADMINISTRATOR



o Financing of NextGen. \We need adequate funding to pay for NextGen'’s long-term capital
investments. To ensure this, we must create a stable, cost-based, and equitable revenue stream
based on actual services provided, rather than rely on an unpredictable and unstable system funded
through a tax on airline ticket prices.

o Environment. \We must push to work together with other countries as an international team to
address aviation’s role in reducing greenhouse gas emissions.

o Controller Retirement. To address the expected swell of controller retirements over the next decade,
we must continue our efforts to recruit, hire, and retain qualified staff for these positions.

Our FY 2007 Performance and Accountability Report provides a detailed accounting of our service to both the
flying public and the aviation industry. We achieved 24 out of 30 goals listed in the Flight Plan.

In FY 2006, we received a qualified opinion on our financial statements related to the accuracy of our
Construction in Progress (CIP) balance. We also received a related material weakness in FY 2006 for lack
of supporting documentation and a need to strengthen policies and procedures in the capitalization
process. After an intensive, year-long effort to review and document the CIP balance, improve policies and
procedures, and restate our FY 2006 financial statements, I am pleased to report that the auditors have
issued a revised opinion—now unqualified—on our restated FY 2006 financial statements.

In addition, we received an unqualified opinion on our FY 2007 financial statements. However, we incurred
a material weakness related to the timely processing of transactions and accounting of Property, Plant,

and Equipment, including the CIP account. To address this weakness, we have restructured roles and
responsibilities and reallocated resources to make additional improvements to our capitalization processes.
The new organizational change will enable more accountability and transparency in the capitalization
process and enable us to keep our CIP balance current and accurate.

As this report makes clear, our goal is to provide a safe, secure, and efficient global aerospace system. We
maintain a steadfast commitment to efficiency and integrity. We will ensure that FAA is prepared to
handle the challenges of the next generation of flight and to continue to deliver an exceptional return on
investment for the American taxpayer.

4

Robert A. Sturgell
Acting Administrator
November 5, 2007
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Every day, FAA safely guides approximately 60,000 flights through the world’s
preeminent National Airspace System (NAS).
Credit: Jon Ross, FAA Image Library




MANAGEMENT’S DISCUSSION AND ANALYSIS

FAA ORGANIZATION

The mission of the Federal Aviation Administration
(FAA), an agency of the U.S. Department of
Transportation (DOT), is to provide the safest,
most efficient aerospace system in the world. FAA
provides air traffic control services, establishes

and enforces regulations, and oversees inspections
that maintain the integrity and reliability of that
system, which has fueled our economy and helped
ensure our nation’s prosperity for 50 years.

We operate 24 hours a day, 7 days a week, 365 days
a year. We have a system composed of more than
67,000 facilities and pieces of equipment with
FAA-operated or contract towers at almost 500
airports, and we are responsible for inspecting and
certifying about 240,000 aircraft and 585,000 pilots.
With almost 7,000 takeoffs and landings per hour,
and more than 760 million passengers and 40 billion
cargo revenue ton miles of freight a year, we safely
guide approximately 60,000 flights through the
world’s preeminent National Air Space (NAS)
every day.

We fulfill our mission through four lines of business
that work together to create, operate, and maintain
the NAS. These lines of business are

o Air Traffic Organization (ATO): Responsible
for moving air traffic safely and efficiently.
The customers of this performance-based
organization are commercial, private, and
military aviation. ATO is aligned around
the services delivered to these customers.
Approximately 34,000 ATO employees provide
these services—the controllers, technicians,
engineers, researchers, and support and
management personnel whose daily efforts keep
aircraft moving.

o Aviation Safety (AVS): Oversees the safety
of aircraft and the credentials and competency
of pilots and mechanics, develops mandatory
safety rules, and sets the standards that have
helped make air travel one of the safest modes
of transportation in history.

o Airports (ARP): Provides leadership in
planning and developing a safe, secure, and

efficient airport system; manages the Airport
Improvement Program (AIP), which provides
grants to state and local governments; enhances
environmental quality related to airport
development; develops standards for the design
and construction of airport facilities; and
establishes regulations for the safe operation

of commercial service airports and inspects
airports for compliance.

o Commercial Space Transportation (AST):
Oversees the safety of commercial space
launches; regulates the U.S. commercial space
industry, including human space flight; and
encourages, facilitates, and promotes U.S.
commercial space transportation.

From 1926, when President Calvin Coolidge
initiated Federal oversight of air safety in the United
States by signing the Air Commerce Act, to the
creation of the Federal Aviation Agency in 1958, to
our modern-day incarnation, FAA and the aviation
community have grown and worked together. We
have shaped an industry that—Ilike shipping and
rail before it—conquered distance in a new way,
lowered transportation costs, and created new
opportunities that transformed the commercial
landscape.

Today’s FAA faces the challenge of expanding

the capacity of our aviation system to meet
future demand without compromising safety or
harming our environment. With aviation and
related industries supporting 11 million jobs and
contributing $640 million to our annual economy,
our success is critical.

A YEAR IN HIGHLIGHTS

Our workforce of 45,416 professionals operates
and maintains the most complex air traffic control
system in the world with an annual budget of
approximately $14.5 billion. More than half of the
world’s air traffic is managed by 14,874 controllers,
who ensure ever-increasing levels of safety. We
conduct research to improve aviation safety and
efficiency and provide grants to improve 3,364
eligible public-use airports in the United States. FAA
also regulates commercial space launch activities to
ensure public safety.

MANAGEMENT’S DISCUSSION AND ANALYSIS
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FEDERAL AVIATION ADMINISTRATION ORGANIZATION

FAA achieved a number of significant
accomplishments in FY 2007.

NextGen Accomplishments

Planning and implementation of NextGen is
critical to the transformation of the NAS. The
Joint Planning and Development Office (JPDO),

a multi-agency taskforce charged with developing
the NextGen vision, completed three vital NextGen
documents—the Concept of Operations (ConOps),
the Enterprise Architecture, and the Integrated
Workplan. These documents explain and guide
future research and the capital investments needed
to transform our air transportation system. The
ConOps is a technical document that describes how
NextGen will work from an operational standpoint
and what it will look like in the year 2025; the

MANAGEMENT’S DISCUSSION AND ANALYSIS

“DM"X'SLR”OR AIRTRAFFIC
DEPUTY ADMINISTRATOR PR
ADA ATO
AVIATION SAFETY AIRPORTS COMMERCIAL SPACE
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AVS ARP
AST
) Regions & Center . Northwest Mountain
Chief Counsel O e — A'aSkaA':zeg“’” Region
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Enterprise Architecture is a blueprint for NextGen
that describes how its systems will work together
in 2025; and the Integrated Workplan is the plan
and timeline for the completion of work, by all
agencies, to implement NextGen.

Each member agency of the JPDO—FAA,
Department of Transportation, Department of
Defense, Department of Commerce, Department
of Homeland Security, National Aeronautics and
Space Administration (NASA), and the White
House Office of Science and Technology Policy—has
responsibility for sections of the overall Integrated
Workplan. To ensure implementation of FAA's
commitments and that all employees understand
and are committed to NextGen, we created the
Operational Evolution Partnership (OEP) and a
new senior executive position to lead it. All lines



of business have a representative on the OEP who
commits his/her organization to fulfilling its role
in NextGen implementation and to ensuring
cross-agency coordination. The OEP plan aligns
to the long-term view of the NextGen ConOps
and focuses on core commitments, prototypes,
pilot projects and activities awaiting policy
decisions, as well as research and development
activities. Currently, the plan focuses on solutions
for the mid-term years of 2012-2018 in three key

transformational areas:

o Airport Development focuses on tracking new
airport surface infrastructure that provides
significant capacity increases such as new
runways, runway extensions, and taxiways at
high traffic airports. It also includes projects in

planning and environmental assessment phases.

o Air Traffic Operations focuses on new
operational capabilities, presenting a big picture
view of the interdependencies of key enabling
programs and technologies.

o Aircraft and Operator Requirements will
help aircraft operators make informed equipage
decisions by developing a common view of
avionics requirements and timelines to provide
the operational capabilities demanded by
NextGen. The avionics requirements will
include communications, navigation and
surveillance capabilities, and refined weather
equipment and displays.

The OEP is also a conduit for sharing information
and ideas with oversight organizations and, in
particular, with the aviation community. Airlines,
cargo carriers, airports, manufacturers, business
and general aviation pilots, and industry must
understand what is coming, and when, to prepare
themselves to participate in NextGen.

In FY 2007, we furthered the implementation of
two critical NextGen technologies: Automatic
Dependent Surveillance-Broadcast (ADS-B) and
System Wide Information Management (SWIM).

ADS-B—THE BACKBONE OF THE NEXT GENERATION
AIR TRANSPORTATION SYSTEM (NEXTGEN)

Afteryears of research and development, FAA is ready to make Automatic
Dependent Surveillance—Broadcast (ADS-B), one of the most crucial
components of NextGen, operational throughout the National Airspace
System (NAS). General aviation pilots have been using ADS-B in Alaska
and the Ohio River Valley since 2000.

ADS-B's implementation will turn the NextGen vision into reality by
enabling the aviation industry to move to a new surveillance system
that uses Global Positioning System (GPS) satellites. The new satellite-
based system updates information every second. The current system,
which uses 1950's radar technology, only updates every 3 to 12 seconds.
Some companies already using ADS-B in their operations, such as UPS,
are realizing savings in jet fuel and faster delivery schedules.
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Pilots can use cockpit ADS-B displays to view their real-time
position relative to other aircraft, bad weather, and terrain.
Credit: FAA Image Library

With ADS-B, both pilots and controllers will see the same radar-like
displays with highly accurate traffic data from satellites. These displays
update in real time and do not degrade with distance or terrain. The
system will also give pilots access to weather services, terrain maps, and
flight information services. With the improved situational awareness it
provides, pilots will be able to fly at safe distances from one another
with less assistance from air traffic controllers.

The gains in safety, capacity, and efficiency resulting from the move
to a satellite-based system will enable FAA to meet the tremendous
growth in air traffic predicted for coming decades while reducing
the cost of the infrastructure needed to operate the NAS. Specifically,
ADS-B will provide surveillance for remote or inhospitable areas that
do not currently have coverage by radar; allow for reduced separation
and greater predictability in departure and arrival times; and support
common separation standards, both horizontal and vertical, for all
classes of airspace. It also will improve the ability of airlines to manage
traffic and aircraft fleets and to plan arrivals and departures far in
advance. Because ADS-B is a flexible and expandable platform, it will
change and grow with the evolving aviation system.

MANAGEMENT’S DISCUSSION AND ANALYSIS
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INNOVATIVE TAXIWAY INCREASES SAFETY AND CAPACITY

Atlanta’s Hartsfield-Jackson International Airport, dubbed the “world’s
busiest airport,"welcomed the opening of the first FAA-approved end-
around taxiway in April 2007. The only other country in the world to
have one of these taxiways is Germany. These innovative taxiways
allow arriving planes to avoid crossing runways on their way to
terminals. Instead, crews taxi to the end of the runway and then follow
the taxiway to the gate area.

Atlanta’s new end-around taxiway allows arriving and departing
planes to avoid runway crossings, enhancing safety and
efficiency.

Credit: Deirdre L. Thompson, Hartsfield-Jackson Atlanta International
Airport

The $42.5 million project at Atlanta is already having a significant
safety impact by eliminating approximately 600 runway crossings
per day. Such crossings are a leading cause of runway incursions. The
taxiway also is decreasing delays, because incoming planes don't need
to stop and receive clearance to cross a runway to get to the midfield
terminal area.

Besides the obvious safety and timesaving benefits this produces,
Jeffrey Vincent, Acting Air Traffic Manager at Hartsfield, said the
addition is a wonderful tool that is significantly reducing the complexity
of controllers'jobs. “Before the new taxiway, there was always a chance
of miscommunication between controllers and pilots when clearing a
plane to move across the runway,”he said. “The new taxiway eliminates
the need to make sure the runway is clear. Arriving planes can just land
and follow the taxiway without crossing other planes’paths.”

Dallas-FortWorth International Airport began work on a similar taxiway
infall 2006, and it is expected to open sometime next year.

—Adapted from an article appearing in FocusFAA, FAAS employee
NEWs Service.

MANAGEMENT’S DISCUSSION AND ANALYSIS

* In August 2007, FAA approved a contract with
ITT Corporation to provide ADS-B services.
Under the contract, ITT will install, own, and
maintain the ground infrastructure, while FAA
pays for the surveillance and broadcast services.
We issued a Notice of Proposed Rulemaking
(NPRM) in October 2007 to mandate ADS-B
avionics in the cockpit for controlled airspace
and busy airports. (Learn more about ADS-B on

page 7).

*  We fully funded the development of SWIM, a
networking-based initiative that is an essential
part of NextGen'’s initial Network-Enabled
Operations (NEO) capability and a high
priority for the JPDO and the NextGen partner
agencies. In an Internet-like fashion SWIM links
information, such as aircraft position, weather,
and restricted airspace notices, to all relevant
users in the system. It moves information
within FAA and to other Government
agencies faster, better, and more economically
and provides better data to more decision-
makers—whether it be the controller, the pilot,
or the other agencies dealing with security or
national defense. Much like the World Wide
Web revolutionized American commerce, SWIM
lays the aviation information superhighway
that will lead to dramatic improvements in air
transportation safety, security, and capacity.

Capacity-building capital projects are necessary

to meet today’s growing passenger demand. In
November 2006, a new runway at Boston Logan
Airport was commissioned, providing delay
reduction benefits. In April 2007, an innovative
type of taxiway, known as an end-around taxiway,
opened at Atlanta’s Hartsfield-Jackson International
Airport, eliminating about 600 runway crossings
per day and thereby increasing the safety and
efficiency of the busiest airport in the United
States. (For more information on end-around
taxiways, see the related article on this page).

In FY 2008, the southside reconfiguration of Los
Angeles International Airport will be completed.
This reconfiguration includes relocation of a
runway, which was completed in April 2007, and
construction of a new centerfield taxiway to
improve the airport’s safety and efficiency.



Aviation is a global industry. NextGen technologies
and concepts must be harmonized, interoperable,
and compatible with other international systems.
We are working with aviation officials from
countries throughout the world to ensure this
happens. We signed a formal agreement establishing
a trilateral, cooperative NextGen strategy group
with Canada and Mexico. This group will share
information regarding strategic roadmaps,
technologies, and environmental metrics, as well

as coordinate North America’s International Civil
Aviation Organization (ICAO) harmonization
efforts. We also created a new international program
aimed at further reducing aviation’s environmental
impact. The Atlantic Interoperability Initiative to
Reduce Emissions (AIRE), a scientific and research
venture between FAA, the European Commission,
and industry partners, will focus on upgrading air
traffic control standards and procedures for trans-
Atlantic flights. (See related story on this page.)

The expiration of the taxes that fuel the Airport
and Airway Trust Fund (AATF) on September 30,
2007, presented us with an historic opportunity

to transform the future of FAA and aviation. We
spent 2 years developing a new financing proposal
that would be in the long-term best interest of

the traveling public, the aviation industry, FAA,
and taxpayers. This new system would enable us
to implement vital NextGen technologies in an
expeditious manner over the next two decades
while still operating and managing traffic growth
within the current system. We are conducting broad
outreach to the aviation community to explore
funding options and will use that input to develop a
system based on a stable, cost-based, and equitable
revenue stream rather than on unpredictable ticket
taxes. We presented reauthorization legislation

to Congress in February stressing the vital link
between its passage, the success of NextGen, and
the well-being of our nation’s economy. We are
currently working with Congress to ensure timely
passage of legislation to reauthorize FAA's programs
and revenue sources.

Other Major Accomplishments

With the first private human space flights expected
to take place in 2009, we issued regulations for crew

MAKING THE BLUE SKIES GREENER

FAA, the European Commission, and industry partners have joined
to form a new and unique international program to accelerate the
development and use of environmentally friendly procedures to
reduce emissions and noise. The Atlantic Interoperability Initiative to
Reduce Emissions (AIRE), a scientific and research venture between
these entities, will focus on upgrading air traffic control standards