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Values

OUR MISSION

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

OUR VISION

We strive to reach the next level of safety
and efficiency and to demonstrate global
leadership in how we safely integrate new
users and technologies into our aviation
system. We are accountable to the American
public and our aviation stakeholders.

OUR VALUES

Safety Is Our Passion
We work so that all air and space travelers
arrive safely at their destinations.

Excellence Is Our Promise
We seek results that embody professionalism,
transparency, and accountability.

Integrity Is Our Touchstone
We perform our duties honestly, with moral
soundness, and with the highest level of ethics.

People Are Our Strength

Our success depends on the respect, diversity,
collaboration, and commitment of our
workforce.

Innovation Is Our Signature
We foster creativity and vision to provide
solutions beyond today’s boundaries.

Above: Passengers at Hartsfield-Jackson Atlanta International Airport in Atlanta, GA. Photo by Joel Carillet/iStock.

Cover photo: Social distancing floor stickers greet passengers waiting to check in at Hartsfield-Jackson Atlanta
International Airport. Photo by Erik S. Lesser/EPA-EFE/Shutterstock.
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Foreword

The Federal Aviation Administration (FAA) is part of the U.S.
Department of Transportation (DOT). By directives, the Office of Management
and Budget, with statutory authority from the Chief Financial Officers Act of 1990,
requires the FAA to prepare financial statements separate from those of the DOT.
The FAA consolidates its key data and information and provides it to the DOT to
incorporate into their corresponding reports. Although the FAA is not required to
prepare a separate Agency Financial Report or Performance and Accountability
Report (PAR), it does so to better demonstrate the agency’s accountability by
presenting performance, management, and financial information using the same
statutory and guidance framework as that used by the DOT. For this reason, the
FAA has produced its own PAR since fiscal year (FY) 2002.

The success of our financial stewardship is due to the diligent efforts of our
employees who practice sound fiscal policies in supporting our mission, programs,
and systems. We thank our people for their dedication and commitment to our

mission and their transparent reporting of the important work of the agency.

The FAA is committed to providing the safest, most efficient aerospace
system in the world, and fulfilling its mission in a fiscally responsible and
transparent manner. This commitment is ongoing and the FAA is proud of
/\ the recognition we have received over the years for transparent reporting
of our performance and accountability. The Certificate of Excellence in
Accountability Reporting (CEAR) award program was established by the
Association of Government Accountants in collaboration with the Chief
Financial Officers Council and the Office of Management and Budget to
improve government accountability by streamlining reporting and improving the
effectiveness of reports. The FAA has received the prestigious CEAR award 16
of the last 17 years. Receiving the CEAR award is a significant accomplishment
for a federal agency. We are also extremely honored to have been recognized
seven times with special “best in class” awards for elements of our PAR that were
considered to be the best across all of government.
Also, for the first time in CEAR history, this year's
awards program included a CEAR with Value-Added
Distinction Award. This is the “Academy Award”

VISIT US FROM

YOUR of government financial and performance reporting
MOBILE DEVICE awarded to one agency for highlighting, in their

FY 2019 PAR, how financial management excellence

M.FAA.GOV adds value to an agency’s management and delivery

of its mission. FAA is extremely proud to be the first

recipient of this inaugural award.
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* REGIONAL AND FIELD OFFICES include 1,802 FAA employees outside the continental U.S. as follows: = - 1,000 people
1,132 and 358 in Alaska and Hawaii, respectively, 287 in U.S. territories, and 25 in foreign countries. KEY: Inl ’

$27.62
FACILITIES & GRANTS-IN-AID

ENGINEERING, &
BILLION BUDGET DEVELOPMENT EQUIPMENT FOR AIRPORTS OPERATIONS
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2 ¢

Enacted for $0.19 BILLION $3.05 BILLION $13.75 BILLION *10.63 BILLION

Fiscal Year 2020 |
[ |

$3.75BILLION 10 BILLION
for regular for COVID-19-related
AIP Grants relief to airports
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STEVE DICKSON

“Keeping air
travel the
safest form of
transportation

is our mission.”

Message
Administrator

I am honored to lead the FAA during a time of change in air travel and transportation.

The COVID-19 public health emergency has put the importance of our nation’s aviation
infrastructure into sharp focus. Aviation employees have worked diligently these past months to
keep airports and air traffic control open and safe so that the nation could continue to receive
essential personal protection supplies, cargo to keep our economy going, and access to air travel
for passengers. Despite COVID-19 challenges, the FAA's commitment to aviation safety has never
wavered. Our air transportation system remains safe, resilient, and open for business thanks to the
shared, sustained focus and commitment of our aviation community to keep flying.

Though much of our work focused on responding to COVID-19 this year, we've had many great
accomplishments. This spring we witnessed the country’s triumphant return to manned space
exploration. On May 30, NASA astronauts Robert Behnken and Douglas Hurley traveled to the
International Space Station aboard the first commercially built and operated SpaceX Crew Dragon
spacecraft. The FAA played a key role in the launch by safely managing the airspace for 40 miles
near the launch and re-entry sites. The FAA will license all future commercial crewed missions,
continuing its mission of licensing commercial space launches and reentries, while protecting
public safety. Other new entrants saw similar success with the conclusion of the Unmanned
Aircraft Systems Integration Pilot Program. Through this program, numerous state, local, and tribal
governments worked with businesses to achieve many novel uses for drone operations.

The FAA also continued operationalizing NextGen systems, delivering benefits to travelers by
achieving several critical program milestones. The ADS-B 2020 equipage mandate means that more
accurate GPS positioning data can be used to increase the efficiency of the nation’s airspace. The FAA
is also reducing delays caused by errors in voice communication by deploying Data Communications
(text-based communications augmenting voice communication) to 62 airports and three of the 21

en route air traffic control centers that manage high-altitude traffic. More information on our major

accomplishments, as well as our ongoing challenges, is provided on pages 14-21.

Keeping air travel the safest form of transportation is our mission. In FY 2020, the FAA continued
to follow a thorough process for returning the 737 MAX to service. As | have stated many

times, this process is not guided by a calendar or schedule. Safety is the driving consideration. |
unequivocally support the dedicated professionals of the FAA who continue to adhere to a data-
driven, methodical analysis to review and validate the modified flight control systems and pilot
training required to safely return the 737 MAX to commercial service.

FISCAL YEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT



“Our air transportation system remains safe, resilient, and
open for business thanks to the shared, sustained focus and
commitment of our aviation community to keep flying.”

A major milestone was realized in July when the FAA and
Boeing completed the certification flight tests on the 737
MAX. Over three days, FAA pilots and engineers evaluated
Boeing’s proposed changes in connection with the automated
flight control system on the aircraft. In August, we issued

a notice of proposed rulemaking to mandate a number of
design changes to address identified unsafe conditions on the
airplane. On September 30, | personally conducted a flight of
the revamped aircraft, along with several members of Boeing's
flight test team, as well as FAA and Boeing test pilots, in
order to experience first hand the improvements made and
the handling of the aircraft. It was a positive experience and

| know the 737 MAX will be a safe plane when we clear it for

service.

With respect to our international partners, the FAA clearly
understands its responsibilities as the certifying authority for
the 737 MAX. Last fall, we met with more than 50 foreign civil
aviation officials, all of whom have provided input to the FAA.
While each respective nation will make its own decision for
clearing the 737 MAX for flight, we will conduct additional
outreach activities with our international partners, including
providing support on return-to-service issues; maintaining
transparency through communication and information sharing;
and scheduling meetings for technical discussions.

The hard work in response to aviation's hard lessons—from
both the U.S. government and our aviation partners—has
paved the way to creating a global aviation system with an
impressive safety record, one that is unmatched in human
history. But safety is a journey, not a destination. The future
of aviation will be increasingly complex and interconnected.
We must build on the lessons learned and not just address,
but anticipate threats to safety as we move forward.

FISCAL YEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT

FAA REAUTHORIZATION

The FAA Reauthorization Act of 2018, Public Law 115-254,
was signed into law October 5, 2018. The Act provided the
FAA with a host of critical new authorities and responsibilities
on a broad range of aviation issues including enhancing safety,
improving infrastructure, and enabling innovation. Over the
past year, the agency has made significant progress on fulfilling
the Congressional mandates in the Act. For example, we had
the first meeting of the Safety Oversight and Certification
Advisory Committee, established the Women in Aviation and
Youth in Aviation Advisory Committees, designated Regional
Noise Ombudsmen to assist with local outreach and aircraft
noise issues, and established and populated a centralized
database of safety guidance. We also closed out the successful
Unmanned Aircraft Systems Integration Pilot Program and

are transitioning that work into existing and new programs. In
addition, we are advancing key rulemaking projects directed

in the Reauthorization Act, such as developing new standards
for noise certification of supersonic aircraft, which will foster
innovation and enhance aviation safety.

PERFORMANCE HIGHLIGHTS

The FAA strategic plan aligns with the DOT's strategic

plan and has four priority areas: Safety, Infrastructure,
Innovation, and Accountability. In FY 2020, we achieved

our target for 16 out of the agency’s 17 performance
measures. These accomplishments include all six of our
Safety measures, all seven measures related to Infrastructure,
both Innovation measures, and one of the two measures
supporting Accountability. A summary of results for all 17
performance measures is provided on pages 25-27 in



“The FAA continues its commitment to ensuring transparency
and accountability to the public while achieving our mission.”

the Management’s Discussion and Analysis section. Detailed
CONCLUSION

information appears in the Performance Results section, which

begins on page 42. The future is certainly full of challenges, but we also have
tremendous opportunities. It is an exciting time in aviation.
The FAA's workforce has consistently demonstrated the

FINANCIAL ACCOU NTAB".ITY flexibility and the ingenuity needed to adapt to new and

The FAA continues its commitment to ensuring transparency demanding circumstances. We will continue to advance

and accountability to the public while achieving our aviation safety and aerospace system performance while

mission. The performance and financial data in this report fostering innovation. Whatever the future holds, the FAA will

are complete, accurate, and provide a comprehensive be ready.
representation of agency results. Furthermore, for the
fourteenth consecutive year, independent auditors gave
our agency an unmodified audit opinion on our financial
statements. The independent auditors did not identify any
material weaknesses in internal controls or instances of

noncompliance with laws and regulations. The independent
STEVE DICKSON

Administrator
November 9, 2020

auditors' report appears on page 87, while my statement of
assurance appears on page 39. The FY 2020 Performance
and Accountability Report, as well as a summary document,
can be accessed online at: https://www.faa.gov/about/
plans_reports/#performance.
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A Tucson Airport Authority employee places a social distancing sticker on the floor of a jet bridgé. Photo courtesy c;f Tucson Airport Authority.
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Management’s

Discussion and Analysis
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Passengers at Los Angeles International Airport, in Los Angeles, CA, in February 2020. Photo by Kim Vermaat/iStock.

MILESTONES IN AVIATION HISTORY

1903

DECEMBER 17
Orville and Wilbur
Wright made the
first successful
flight in a self-
propelled airplane.

SEPTEMBER 16
Bessica Raiche made
the first accredited
solo flight by a

woman in the United |

States.

MAY 15

The Post Office began
scheduled air mail
service, using Army
pilots and, on
AUGUST 12

began flying the mail
with its own pilots.

JUNE 15

Bessie Coleman became the first
African-American in the world
to earn a pilot's license. Though
a U.S. citizen, due to barriers in
the U.S. she earned her license
in France, from the Federation
Aeronautique Internationale.

FISCAL YEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT




HISTORY OF MODERN
AVIATION AND THE
CREATION OF THE FAA

Without regulation, early aviation remained in the realm
of daredevils. Early pilots, male and female, pushed
one another to set, and then break a host of aviation records
for speed, flight duration, and aerobatics. Without navigation
aid, pilots flew 200 to 500 feet above the ground so they
could navigate by roads and railways. Fatal accidents were
routine.

The Airmail Act of 1925 facilitated the growth of the
commercial airline business. The legislation required the Post
Office Department to contract with airlines to carry the mail.
As a result, a number of airlines began mail delivery service.
These airline operators found they could be more profitable
if they also carried passengers. The high number of accidents
however, made many potential passengers afraid to fly.

Aviation industry leaders sought federal action to improve and
maintain safety standards so the aviation industry could reach
its full commercial potential. At their urging, Congress passed
the Air Commerce Act of 1926. This landmark legislation
established the first federal regulation of aviation by directing
the Secretary of Commerce to foster air commerce, license
pilots, certify aircraft, establish airways, and operate and
maintain aids to air navigation. With safety regulations in place
and public confidence growing, aviation quickly became a

vital national resource providing opportunities for travel, new
business ventures, and jobs.

HISTORY continued

1926 1927

/ e
En route air traffic controllers plot a flight course in 1937. En route controllers
are responsible for controlling aircraft flying at higher altitudes within certain

segments of air space that do not involve approaches or departures.

As the aviation industry grew, so too did federal
responsibilities. Over time, new federal oversight areas
included air traffic control, airport safety, licensing pilots, and
certifying aircraft. The Federal Aviation Act of 1958 created
the FAA largely as we know it today. Since that time, the
FAA has had to address a wide variety of issues as the rapid
evolution of aeronautics continued, including aircraft noise,
security, international cooperation, and commercial space.

Today, air travel and space flight is still evolving. FAA with its
aviation partners continues to respond to the changing needs
of businesses and customers in the 21st century, and works to
anticipate future needs.

Starting on page 8 and continuing to page 18, we have
compiled a timeline of some major accomplishments in the
context of aerospace history.

1932 1935

SISATVNY ANV NOISSNOSIA S, INIWNIOVNVIN

MARCH 16 MAY 21-22 APRIL 2
Robert H. MAY 20 MAY 20-21 Amelia Earhart British scientist
Goddard made President Calvin Charles became the Sir Robert Watson-
| the first free Coolidge signed Lindbergh first woman to Wiatt patented the
flight of a the Air Commerce { made the first make a solo first practical radar
liquid-fueled nonstop solo N crossing of (radio detection
rocket in Auburn, flight across s the Atlantic by and ranging)
Massachusetts. the Atlantic. system.

FISCALYEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT 9



MANAGEMENT'S DISCUSSION AND ANALYSIS

FAA ORGANIZATION

The FAA fulfills its mission through five lines of business that
work collaboratively to create, operate, and maintain the
national airspace system.

® Air Traffic Organization (ATO). ATO is responsible for °
providing safe and efficient air navigation services for
29.4 million square miles of airspace. This represents more
than 17 percent of the world'’s airspace and includes all
of the U.S. and large portions of the Atlantic and Pacific
Oceans and the Gulf of Mexico. ATO employees are the
service providers —the controllers, technicians, engineers,
and support personnel —whose daily efforts keep aircraft
moving safely and efficiently through the sky.

® Airports (ARP). ARP provides leadership in planning and
developing a safe and efficient national airport system.
The office is responsible for all programs related to airport
safety and certification inspections, and for standards
of airport design, construction, and operation, including
international harmonization of airport standards. ARP
also awards Airport Improvement Program grants and °
approves Passenger Facility Charge collections. ARP is also
responsible for national airport planning and environmental
and social requirements, as well as establishing policies
related to airport rates and charges, compliance with grant

assurances, and airport privatization.

® Aviation Safety (AVS). AVS is responsible for the
certification, production approval, and continued
airworthiness of aircraft, as well as the certification of

approximately 7,300 U.S. commercial airlines and air
operators; developing regulations; and conducting
aerospace medical and human factors research.

Security and Hazardous Materials Safety (ASH). ASH
protects critical FAA assets, personnel, and the flying
public from security risks, including criminal, terrorist,
and insider threat actions. This is done through 24/7
emergency preparedness and response; global aviation
situational awareness; intelligence threat identification,
warning, and analysis; and robust personnel and facility
security programs. ASH collaborates within FAA and with
interagency, industry, and foreign partners to provide
national security support and to ensure the safety of the
transportation of hazardous materials (HAZMAT) in air
commerce. ASH helps prevent HAZMAT-related accidents
or incidents aboard aircraft using targeted, risk-based
oversight, as well as education, outreach, and stakeholder
engagement both domestically and internationally.

Commercial Space Transportation (AST). AST ensures
protection of the public, property, and the national
security and foreign policy interests of the U.S. during
commercial space launch and reentry activities. AST does
this through authorizing launches and reentry operations
and by licensing launch and reentry sites. AST also
encourages, facilitates, and promotes the U.S. commercial
space transportation industry.

The FAA has nine staff offices that support these lines of

pilots, mechanics, and others in safety-related positions.
AVS is also responsible for certifying operators and

maintenance organizations; certifying and overseeing
[ ]

WATCH OUR VIDEO:

https://www.youtube.com/watch?v=9KguBolHI4]

HISTORY continued

1936

business and accomplishments of the agency’s mission. Key
among these staff offices are:

Finance and Management (AFN). AFN functions as

the FAA's shared services organization, responsible

for providing common business services through a
consolidated, integrated approach. AFN delivers high-
quality, efficient, and reliable finance, acquisitions,
contracting, information technology, property, logistics,

JULY 6

Federal en route air JUNE 22

JUNE 23

- | traffic control began
as the Bureau of Air
Commerce took over
operation of the three
airway traffic control
stations at Newark,

10

Chicago, and Cleveland.

Willa Brown received her private
pilot's license. She later became
one of the first African-American
women to earn a commercial
pilot's license and the first
African-American woman officer
in the Civil Air Patrol.

FISCAL YEAR 2020

President Franklin Roosevelt signed
the Civil Aeronautics Act of 1938
into law, which transferred federal
responsibilities for civil aviation
from the Bureau of Air Commerce
to a new, independent agency, the
Civil Aeronautics Authority.
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and technical training services across the agency. AFN
helps streamline functions to ensure they are delivered as
effectively and efficiently as possible.

the FAA. ANG also works with other federal and state
government agencies, the FAA’s international counterparts,
and members of the aviation community to ensure
harmonization of NextGen policies and procedures.

The Mike Monroney Aeronautical Center (MMAC).
The MMAC, located in Oklahoma City, Oklahoma,
provides unique functions in support of the FAA’s
mission. Services include: technical training for air
traffic controllers, technicians and engineers; providing
financial, information systems security, technology, and
business services solutions for customers across the
DOT and federal government; and facility management
services to all tenants. Several non-AFN FAA lines

of business have operations located at the MMAC,
providing logistics functions, including maintenance,
repair, and overhaul of FAA equipment; registry of
aircraft; medical certification for pilots; navigational
charting for flight paths; as well as aviation medical and
human factors research.

® NextGen (ANG). ANG provides leadership in planning
and developing the Next Generation Air Transportation
System (NextGen). This office coordinates NextGen
initiatives, programs, and policy development across

HISTORY continued

1941 1947

The William J. Hughes Technical Center (Technical
Center). The Technical Center, located in Atlantic City,
New Jersey, is the nation’s premier air transportation
laboratory. Technical Center employees conduct tests
and evaluations, verifications and validations, and
sustainment of the full spectrum of aviation systems,
including communications, surveillance, navigation,
traffic flow management, and weather systems. The
Technical Center supports advancement in airport and
aircraft safety, human factors and separation standards,
system development, and cyber security. These
laboratories provide a platform to identify integrated
solutions for the modernization and sustainment of the
national airspace system, and for delivering NextGen
operational capabilities.

For more information about FAA lines of business and staff
offices, please visit www.faa.gov/about/office_org.

'@ —-_—

NOVEMBER 1

The Civil Aeronautics
Authority began operating
airport traffic control towers
and later that year began
hiring and training women
to be air traffic controllers.

Oscar Holmes, the
first known African-
American to become
a federal air traffic
controller, joined the
Civil Aeronautics
Authority.

FISCAL YEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT

| piloting the Bell X-|

i research aircraft at

OCTOBER 14 JUNE 30

Maj. Charles E. A Trans World Airlines Super
Yeager, U.S. Air Force, Constellation and a United Air
| Lines DC-7 collided over the
Grand Canyon in AZ, killing
all 128 occupants of the two

| airplanes. The accident led
directly to legislation creating
the Federal Aviation Agency.

rocket-propelled

Muroc, CA, became
the first pilot to break
the sound barrier.

n
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MANAGEMENT'S DISCUSSION AND ANALYSIS

FAAIN ACTION

THIS YEAR, THE AVIATION SECTOR HAS SUFFERED A MAJOR
SHOCK DUE TO THE COVID-19 PUBLIC HEALTH EMERGENCY. This
health emergency and its global spread has resulted in dramatic decreases

in the movement of people, both within the United States as well as across

international borders. In an attempt to reduce the spread of the virus, various
measures have been implemented, including limiting the size of crowds,
employing social distancing measures, using personal protective equipment
(PPE), and shutting down sectors of the economy. The COVID-19 public health
emergency has dramatically altered the aviation industry and the FAA has
adapted to this new reality by adjusting how we operate in order to support the

aviation industry, our nation's needs, and our workforce.

At its lowest point earlier this spring,
passenger traffic dropped 96 percent.
This drop in traffic and associated
revenues has significantly impacted
the industry, leading to considerable
intervention by Congress to preserve
a transportation network that is vital
to the American economy and our
modern lifestyle. The impact of this
dramatic change will reverberate for
months, if not years, to come. Time
will tell how industry and the public
will eventually adapt, but throughout
this public health emergency the
federal government has acted to keep
airports open and planes flying. Since
the beginning of the public health
emergency, the FAA has played an
important role in both safeguarding
the national airspace system and
protecting the flying public from
COVID-19.

FAA Jumps into Action to
Preserve the Skies

The FAA and the Department

of Transportation (DOT) carried

out important roles in leading the
response to the COVID -19 public
health emergency in both the aviation
and wider transportation sectors.
With passage of the Coronavirus

Aid, Relief, and Economic Security
(CARES) Act, the FAA took the

lead in deploying a $10 billion aid
program designed to preserve
America’s airports. With such a drop
in passenger traffic, airports’ sources
of revenue disappeared quickly. To
prevent these airports from shutting
down, the FAA developed a first-of-
its-kind grant program to ensure that
public-use airports of all sizes had the
necessary funds in order to stay open
and fully operational.

Airports are but one segment of the
nation’s airspace system. Airlines
were also staying operational, but
with a much-reduced fleet of aircraft
due to the tremendous reduction
in passenger demand. Airlines were
forced to idle planes and FAA had to
quickly develop a strategy for safely
parking planes while
keeping runways
that stayed in
use open.
(To learn
about FAA's
strategy for
parking idled
planes see 2
page 34.) @%
2

2
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During the early stages of the public
health emergency, the composition
of air travel quickly changed. Cargo
traffic surpassed passenger travel,
with large amounts of personal
protective equipment and other
medical materials and equipment
being ferried across the

country to hospitals
and other first

responders. To
safely meet this
critical need,
the FAA issued
in record time
many exemptions : J
to current rules

during the ¢
months of May

through July.
These efforts

allowed airlines

to transport cargo

in empty passenger

planes and allowed

certain general aviation

operators to assist with the
movement of critical infrastructure
and medical supplies. To further aid
in the transport of critical materials,
the FAA enabled the use of drones
in new and novel ways to deliver
medical tests and other supplies.

At the same time, the FAA had a
responsibility as the premier
aviation safety organization
in the world. The agency
worked closely with the
Commercial Aviation
Safety Team to quickly
identify the safety hazards
unique to COVID-19,
disseminate this information

* ternational AY*°
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to our international partners, and begin
the collaborative process of developing
mitigations to help offset some of the
effects of these hazards on the aviation
industry and its operations.

Early in the COVID-19 public health
emergency, holders of medical
clearances or airman medical
certificates began to experience
difficulty obtaining required medical
examinations. FAA quickly
developed a policy to
safely extend medical
certifications. FAA then
reviewed each case to
verify the individual
was medically safe to
continue performing
safety-sensitive
duties.

Protecting Our
Employees
Just as airports and airlines
kept operating, so did the
FAA. Air traffic controllers and
our safety professionals do critical
work in both managing traffic across
the nation’s skies as well as ensuring
the safety of the flying public. Cargo
planes filled with PPE can’t reach their
destination without a controller to
guide them there, and the public can’t
rest easy knowing American air carriers
are the safest in the world without the
rigorous oversight of the FAA safety
inspectors. To protect this critical
workforce, the FAA took extraordinary
steps to ensure the safety of our
employees.

The FAA first ensured that only
employees that absolutely had to come

into the office

were required

to do so. This
lowered the density
in FAA buildings to
the minimum necessary

and protected critical workers.

Then the FAA modified staffing patterns
to further protect our workforce and
ensure continuity of operations. By
dividing staff into smaller teams, the
agency maintained reserve crews that
were available to immediately resume
operations if another crew was exposed
to COVID-19. The agency worked with
its janitorial contractors to enhance
routine cleaning protocols and to

have hospital-grade services on call to
disinfect facilities with presumed or
confirmed COVID-19 cases.

Finally, the FAA adopted DOT
procedures that allowed it to move
swiftly to separate affected employees
from others. In the first month, the
agency closed affected facilities for
several days while cleaning was planned
and executed. Now cleaning can be
completed in a few hours, generally
on an overnight shift. During that
time, operations may be shifted to an
adjacent facility, a contingency site,
or a sterile area of the same building.
Additionally, personal protective
equipment is supplied to all

FAA facilities to ensure that

the critical work of managing

the nation’s air traffic could

continue.

Social distancing guidelines >3
forced the FAA to rethink and %60
re-engineer how it conducts

much of its work. Many of the FAA’s

Mazsks or fackal coverings
maust bé warn in the airpart.

©
£ activities, including
£
X theinspection of
s . . .
§ aircraft, installation
R .
«®  of air traffic control
equipment, and public
meetings, all require some

degree of face-to-face interaction.

The FAA had to quickly learn how to
do some of these critical activities
remotely. Safety personnel deployed
high definition cameras to conduct
certain types of inspections of aircraft.
Similar techniques aided inspectors
conducting oversight over commercial
space launches. For example, a rocket
launch from New Zealand was safely

overseen from FAA offices in California.

Conclusion

While the future is uncertain, the FAA
has shown through ingenuity its ability
to adapt, preserve, and safeguard the
nation’s aviation infrastructure. The
agency will continue to manage the
safest and most complex airspace in
the world during this public health
emergency and through any other

challenges we face. -y
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MANAGEMENT'S DISCUSSION AND ANALYSIS

MAJOR ACCOMPLISHMENTS

Commercial Space

The United States made a triumphant return to crewed space
flights in FY 2020. On Saturday, May 30, astronauts Bob
Behnken and Doug Hurley launched to the International Space
Station (ISS) aboard the SpaceX Crew Dragon capsule. This
flight, also called Demo-2, was the capstone demonstration

in a series of missions that will fully certify this commercial
capsule for human use. The event marked the first time a
private company had flown astronauts into orbit and the first
time National Aeronautics and Space Administration (NASA)
astronauts launched from U.S. soil on a U.S. built vehicle in
nine years. SpaceX'’s subsequent flight in the fall of 2020,
titled Crew-1, is scheduled to carry four astronauts to the

ISS. The crew will spend about six months aboard the orbiting
laboratory, almost triple the length of Demo-2’s mission.

To further these types of space launches, the FAA has
pursued rulemaking to keep pace with a quickly expanding
and innovative industry and to allow the industry to continue
its growth without undue regulatory burden. One rule, titled
the Streamlined Launch and Reentry Licensing Requirements,
allows for performance-based criteria that encourage
innovations. This allows industry to develop and leverage
new methods of compliance that reach the same safety goals
without relying on a single set of proscriptive regulations on
how to achieve the outcomes. The rulemaking allows multiple
types of launch and reentry operations under a single license.
The FAA also worked with the Department of Defense and
NASA to eliminate duplicative requirements. The FAA remains
committed to fostering this nascent industry as it returns
mankind to the stars. The Streamlined Launch and Reentry
Licensing Requirements final rule is scheduled to be published
in the Federal Register by December 2020.

HISTORY continued

1957 1958

Data Communications

The FAA moved forward this fiscal year with the en route
high-altitude phase of the Data Comm program. The FAA
controls high altitude traffic through a network of 21 Air Route
Traffic Control Centers (ARTCCs). The joint FAA and industry
team overcame many challenges and was able to achieve full
operational capability at Kansas City and Indianapolis ARTCCs
in November 2019. Following the decision in January 2020

to deploy Data Comm at the remaining ARTCCs, training and
testing commenced at those facilities. Seattle ARTCC achieved
24/7 operations in March of 2020. Unfortunately, COVID-19
subsequently paused all training and testing activities at the
remaining 18 facilities. Once facility restrictions are removed,
the FAA will complete the ARTCC deployment as efficiently
and safely as possible.

A supplement to voice communications, Data Comm enables
controllers to text flight clearance and reroute instructions
to multiple aircraft at once. Without Data Comm, a controller
reads the route of flight to the pilot over a voice radio. Then
the pilot is required to read those instructions back to the
controller to confirm he or she fully comprehends those
directions, then the pilot manually enters the clearance. The
longer the flight, the more complicated the readback, which
increases the probability that mistakes will be made. With
Data Comm, air traffic can issue an entire route of flight

with a single data transmission. Data Comm reduces the
communication time between controllers and pilots, which
reduces gate delays and taxi-out times, thereby improving the
overall efficiency of the system.

Data Comm is useful in flight since it provides a digital link
between ground automation at control facilities to flight
deck avionics in the cockpits of planes. Using the data link, a
controller can open up the menu, click on an aircraft, update

1961

o

O ‘D

AUGUST 23

President Eisenhower
signed the Federal
Aviation Act of 1958,
creating the independent
Federal Aviation Agency.
The agency began
operations on Dec 31.

T R T R i |
DECEMBER 20

The jet age began in the U.S.
with the first flight of the
Boeing 707.

OCTOBER 1 FEBRUARY 26
The National Aviation weather
Aeronautics and Space services were

Administration was
established under the
National Aeronautics
and Space Act of
1958.

expanded to include
pilot weather briefings
and handling air-
to-ground weather
requests.
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DELIVERING NEXTGEN CAPABILITIES

Past Practices NextGen Capabilities

In addition to voice communications, controllers

. communicate via computer (digital messages)
Controllers communicate only by

Communications X . i to multiple aircraft at a time, which increases
voice to each individual aircraft R . .
efficiency and improves safety by reducing
misunderstandings
Flight paths are limited by reliance Aircraft can follow more efficient flight paths that
Aircraft Routes on ground-based navigation use GPS navigation, reducing delays, fuel burn,

infrastructure and carbon emissions

Controllers can strategically manage the flow of
air traffic using the expected position of aircraft
throughout intended flight paths, improving the
safety and efficiency of the national airspace

Controllers manage air traffic by
Aircraft Spacing maintaining specific distances
between aircraft

Air traffic controllers and users Information (including weather and flight status)
of the national airspace (such as is shared between the FAA and the users of

Information commercial airlines) do not have the national airspace, allowing collaborative
access to the same information to decision-making and improving the efficiency and
inform their decisions predictability of the flow of air traffic

HISTORY continued

1962 1964 1967 1968

APRIL 17 APRIL1 Eleanor Williams began
FEBRUARY 20 Geraldine Mock The Department controller training; she
John H. Glenn, 4 completed i of Transportation " earned her controller
| Jr, piloted the first solo and the National certification, becoming
1 the first U.S. flight around o Transportation the first African-American
manned orbital f the world by a : Safety Board female air traffic
flight. woman. began operations. controller, in 1971.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

PREPARING TO FLY?

Visit https://www.faa.gov/travelers/prepare_fly/
before you get to the airport for travel tips, weather
and delays, and resources for passengers with
disabilities.

ALREADY AT THE AIRPORT?

Visit m.faa.gov from your mobile device for up-to-date
information on airport status and delays, and the
latest news from the FAA.

=
5
[=]

its waypoints and more. When plans change, pilots can accept

route revisions as many times as necessary during flight and
on the ground.

Data Comm is now deployed at 62 airport towers and the

tool has already saved over 2.28 million minutes of radio

time between controllers and pilots, over 1.6 million minutes
of airspace-user time, and over 18.89 million kilograms of
carbon dioxide emissions, while preventing more than 126,770
readback errors. Additional benefits realized through April
2020 for the three operational ARTCCs include over 125,000
minutes of communication time saved and over 33,000
readback errors avoided.

Aircraft manufacturers such as Airbus and Boeing, various
general aviation manufacturers, avionics equipment
manufacturers, and over 70 domestic and international airlines
support Data Comm. Already, 3,166 domestic commercial
aircraft, 2,688 general aviation aircraft, and 1,946 international
aircraft are equipped to use Data Comm; and pilots,
passengers, and the aviation system are reaping the benefits.

HISTORY continued

1969

NOTAM Modernization

Notices To Airmen (NOTAMs) provide pilots, operators, and
aircrews with essential information involving any component
of the nation’s airspace that could affect a flight from
completing as planned. The format used for NOTAMs has
remained largely unchanged since first issued in the 1920s.
The FAA publishes 1.3 million NOTAMSs each year, and the
average flight plan generates approximately 70 pages of
NOTAM information that pilots are required to be familiar
with prior to departure. Critical safety information provided
in NOTAMs can be challenging for pilots to easily understand
because the notices are written in all capital letters, using
abbreviations, keywords, and shorthand. The FAA decided to
include NOTAM misunderstanding in its Top Five program,
which annually identifies the top five critical concerns facing
aviation and how to address them.

To address this serious safety risk, the FAA created the
NOTAM Modernization Team. This team is tasked with
improving the presentation of NOTAM information,
prioritizing or highlighting the most important information, and
optimizing pilot review and retention of relevant information.

The team has made numerous improvements to aeronautical
information and the NOTAM system to improve flight safety.
They aligned NOTAMs and aeronautical information under

a single governing office with the authority to standardize

and comply with FAA Orders and International Civil Aviation
Organization requirements. Additionally, the team drafted an
update to the FAA's Order 7930.2, Notices to Airmen, that is
compliant with the International Civil Aviation Organization.
Finally, the FAA established the NOTAM Search website as the
designated website for NOTAMSs. The legacy site, PilotWeb,
was retired. This resulted in a single authoritative interface for
retrieving NOTAMs.

1981

JULY 20

Astronauts Neil A. Armstrong and
Edwin E. Aldrin, Jr., became the first
people to land on the Moon, while
Michael Collins remained in lunar
orbit. Later in the day, Armstrong
and then Aldrin became the first to
walk on the lunar surface.

You([T)

Wally Funk became the first
woman to complete the FAAs
General Aviation Operations
Inspector Academy course.
See more here:
https://www.youtube.
com/watch?v=LiETX-
56CYA&feature=youtu.be

APRIL 12

The United
States
launched
space shuttle
Columbia on
the first shuttle
orbital flight.

JANUARY 21
First commercial supersonic
passenger flight of Concorde.
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ADS-B Equipage

As the FAA successfully continues to deploy major NextGen
programs, it is shifting its focus to operationalizing the benefits
for the flying public. A critical enabler of NextGen programs

is Automatic Dependent Surveillance-Broadcast (ADS-B).
ADS-B uses GPS technology to determine the precise location
of aircraft, providing air traffic controllers and pilots more
frequent and accurate information to help keep aircraft safely
separated in the sky and on runways.

In comparison to radar, ADS-B provides more accurate aircraft
monitoring as well as expanded coverage of the skies such as
over the Gulf of Mexico. ADS-B enables controllers to safely
allow aircraft to fly closer together, increasing the capacity of
our airspace when there’s high demand. However, this is only
possible if all the aircraft utilizing this airspace are equipped
with ADS-B. Thus, the FAA mandated that aircraft flying in
certain airspace be equipped with ADS-B by January 1, 2020.

Commercial U.S. carriers are now very near 100 percent
equipped for aircraft operating in controlled airspace. General
Aviation operators that need regular access to that airspace
have also largely equipped, with aircraft needing only occasional
access continuing to equip. The FAA has been working with the
aviation community to address barriers to aircraft equipage.
These efforts have addressed many issues, including the need
for low-cost avionics solutions. In response, the FAA offered
rebates of $500 to owners of fixed wing, single-engine piston
aircraft to help offset the cost of equipping.

Just days after the ADS-B equipage deadline took effect on
January 1, the FAA started using ADS-B to reduce separation
standards from five nautical miles to three nautical miles

in en route airspace below 23,000 feet at Seattle Air Route
Traffic Control Center. GPS-based ADS-B made this possible
by increasing controllers’ confidence in the accuracy of
aircraft location.

HISTORY continued

UAS Integration

For the last three years, the FAA has partnered with nine state,
local, and tribal governments through the Unmanned Aircraft
Systems (UAS) Integration Pilot Program (IPP). These entities,
known as lead participants, have then partnered with private
industry to safely explore the further integration of drone
operations into the national airspace. Over the program’s
duration, the FAA has enabled multiple, first-of-its-kind
operations that push the boundaries of what is possible within
current regulations, requiring innovative operational waivers
and airspace authorizations.

The FAA keeps the skies safe through rigorous rules and
regulations that ensure that aircraft operators (manned or
unmanned) conduct themselves in a safe and secure fashion.
Current regulations for small UAS (14 CFR 107) only allow for

= s e R i,
Concept of transport and automated shipping by drone. Image by Gualtiero
Boffi/Bigstock.

1983 1990 1996 2001
) O O '® —-—
SEPTEMBER 19
FEBRUARY 25 FAA issued a license

JUNE 18 Prohibition of to Spaceport Systems \M h
Sally Ride smoking went into International, allowing . \z| NOVEMBER 19

g became the effect on virtually itto open the world's L3 Transportation
first U.S. all scheduled U.S. first privately-operated | =\ "= Security
woman in domestic airline space launch facility, e Administration
space. flights. California Spaceport. L was founded.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

NEARLY

77,000

PIECES OF EQUIPMENT
AND SYSTEMS

24 7 365

HOURS DAYS DAYS
OPERATE A DAY A WEEK A YEAR

specific types of operations. Operators seeking to do other
operations, such as flying over people or beyond a pilot’s
visual line of sight, must seek a waiver from the applicable
regulations. Once it comes time to fly, UAS operators may
need to request an authorization from the FAA if they are
flying in certain airspace. This is no different than an airline
filing a flight plan prior to taking off. The request allows the
FAA to ensure that the airspace is both available and safe for
the unmanned aircraft to use. Novel types of operations, such
as operations over people in controlled airspace, may require
both a waiver and an authorization.

The list of novel UAS operations is quite extensive. As part of
the North Carolina Department of Transportation IPP team,
UPS Flight Forward and Matternet (a drone manufacturer) are
conducting routine medical package delivery with unmanned
aircraft systems over the WakeMed medical campus in
Raleigh, NC. This dramatically reduces delivery times for
medical samples.

UPS, along with Wing Aviation (an air delivery service
subsidiary of Alphabet), earned the distinction of becoming
America’s first FAA-certified Air Carrier operators for UAS
package deliveries.

HISTORY continued

2005 2012 2016

The insurance company State Farm, a member of the Virginia
IPP team, operated UAS over people and beyond visual
line-of-sight of the operator to conduct damage assessments
following Hurricanes Florence and Michael. Conducting such
operations with a UAS increased both the area that can be
quickly surveyed as well as reducing the cost to do so. These
successful operations led to a nationwide waiver that also
covers pre-damage assessments.

The Choctaw Nation of Oklahoma reaped a direct economic
benefit by using UAS when conducting inspections of pecan
trees. This allowed them to determine that seemingly diseased
trees had healthy crops in their upper levels. This led to an
improved crop yield for those trees by 200 percent.

The Chula Vista Police Department, which is part of the San
Diego IPP team, is successfully using drones to enhance the
safety of its police officers and the community by giving first
responders an early assessment when they respond to 911 calls.
For the first 1,000 missions, average on-scene response time
was reduced from 6 minutes to 2.2 minutes for priority calls.

At the Memphis Airport, FedEx has enhanced the efficiency
and safety of its aircraft inspection process by replacing
manual visual inspection by maintenance technicians with
UAS inspection. Using drones reduced aircraft inspection
times from three hours to 20 minutes, and improved employee
safety and data collection.

By mid-August 2020, the Lead Participants had conducted
more than 15,402 flight operations and tests for mission types
that included: package delivery; medical package delivery;
infrastructure inspections; crowd surveillance; newsgathering;
post-hurricane damage assessments; and law enforcement
response. These partnerships and novel operations help
advance policy development and enable more complex,
routine drone operations.

T

= MAY 22
The SpaceX Falcon 9
- 7},—4 rocket launched and, on
- ¥ e - MAY 25

became the first U.S.
commercial space
rocket to dock at the
International Space
Station.

SEPTEMBER 28

FAA issued the first airworthiness
certificate for a civil unmanned aerial | 4§
vehicle, the General Atomics Altair.

APRIL 23

| The FAA awarded the first air carrier
certification to a drone delivery company,

Wing Aviation, paving the way for the company
to begin commercial package delivery and, on
OCTOBER 18

Wing Aviation and FedEx Express completed
the first scheduled package delivery by drone to
a house in Christiansburg, VA.

AUGUST 29
FAA
implemented
the first
operational

| rules for routine
non-hobbyist
use of small

4 UAS, ordrones.
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THE FAA WILLIAM J. HUGHES TECHNICAL CENTER

THE FAA WILLIAM J. HUGHES TECHNICAL CENTER
(Technical Center) in Atlantic City, New Jersey, is the nation’s
premier air transportation system laboratory. Its highly
technical and diverse workforce and vast array of world-

class laboratories provide a state-of-the-art environment

that enables research, engineering, development, testing,

and evaluation of advanced aviation technologies. These
combined assets deliver NextGen operational capabilities that
modernize the country’s national airspace system, the safest,
most efficient aviation system in the world.

The Technical Center has four focus areas that are key to
the Technical Center attaining its goals. These focus areas
are: 1. Advancing aviation technology; 2. Cultivating a
qualified aviation workforce of the future; 3. Capitalizing on
partnerships and outreach with other government agencies
and private parties involved with aviation; and 4. Advancing
core work that supports the other three goals. Noteworthy
2020 accomplishments are described below.

To improve air traffic operations and increase the overall
predictability of traffic, Trajectory Based Operations (TBO)
is an Air Traffic Management method for planning, managing,
and optimizing flights. Its goal is to ensure an optimum and
practically unrestricted route in exchange for the aircraft
being obliged to meet a very accurate arrival time at a
designated point. In support of this important initiative,

the Technical Center established a TBO Integrated Test
Environment (TITE) that combines our resources and tools

at the Technical Center with partner agency capabilities.

The TITE includes multiple hardware/software systems,
prototypes, and network topologies (arrangement of elements
in a communications network) that will enable FAA to test,
evaluate, and develop Trajectory Based Operations.

In support of research and development efforts to advance
aviation technology, the Technical Center staff completed
installation and calibration of instruments and initiated
testing of alternative non-fluorinated fire-fighting foam (FFF)
products in the newly-established Aircraft Rescue and Fire
Fighting Test Facility. This research responds to high priority
Congressional direction to identify and enable replacement
for FFF products presently in use.

The Technical Center established a new Cooperative Research
and Development Agreement with Seattle-based magniX (a
creator of electric propulsion systems for aviation) to advance
the understanding of safety risks and hazards associated with
aircraft powered by electricity. This Agreement enables a key

Exhibitor and student discussion at Aviation STEM Day at the Air Traffic Control
Tech Symposium. FAA photo.

partnership for government-industry collaboration to advance
understanding, maturation, and adoption of a less polluting
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new aircraft propulsion technology.

The Technical Center, along with the Department of Defense
and the Department of Homeland Security, conducted a series
of aviation cyber risk reduction flight tests with military and
FAA aircraft. This is a joint interagency effort to mitigate data
confidentiality, integrity, and availability vulnerabilities that
risk operational safety, security, and mission success on the
ground and in the air. The resulting test data will help inform
policy, rulemaking, training, and regulations to allow for the
appropriate employment of tactics, techniques, and procedures
in the aviation ecosystem. Additionally, the Technical Center
provided quality test and evaluation services across 75
acquisition programs and delivered over 130 test products.

Technical Center operations significantly enhanced the FAA's
environmental performance by implementing innovative
Thermal Conducting Heating (TCH) technology to accelerate
remediation of spilled jet fuel contamination of ground water.
The TCH technology works by heating large areas of soil to
100 degrees Celsius and thus literally boiling away hazardous
chemicals contaminating the ground water. The hazardous
vapors created from the heating are then captured and burned
to eliminate any hazardous chemicals or further releases to the
environment. The 15 year reduction in cleanup costs presents
the agency with a cost avoidance of more than $10 million.

The Technical Center’s research, engineering, development,
test, and evaluation capabilities remain essential to the
continued advancement of technologies that improve aviation,
the environment, and our lives. %
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MIKE MONRONEY AERONAUTICAL CENTER

ISFIFT 111
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THE MIKE MONRONEY AERONAUTICAL CENTER (MMAC) in Oklahoma City, Oklahoma, is home to over 6,000 FAA employees
and contractors, performing mission critical activities to support a diverse customer base, including over 35 federal agencies in
addition to the FAA. The MMAC delivers unique agency functions including, but not limited to: technical training; centralized
supply chain management and field site services such as maintenance, repair, overhaul, and distribution; financial management
shared services and information technology support across government; aviation medical and human factors research;

and registration of the nation’s civil aircraft and certification of airmen. Continuation of services primarily remotely was an

unprecedented challenge that the MMAC successfully met. In response to the public health emergency, 75 percent of the 6,000
employees and contractors quickly transitioned to full-time telework. In addition, notable FY 2020 accomplishments include:

MANAGEMENT'S DISCUSSION AND ANALYSIS

20

Achieved $51 million in cost savings and avoidance by
implementing streamlined processes and renegotiating
contracts, process automation, utilities management, and
workforce management improvements.

MMAC, as part of its ISO-9001 re-certification audit,
achieved level 5 (maturity level) for management control —
Best-in-Class across industry.

MMAC FACILITY MANAGEMENT provides facility-related
services and maintenance for MMAC'’s 137 buildings and
3.4 million square feet of industrial, administrative, and
laboratory space. FY 2020 accomplishments include:
o Oversaw the MMAC COVID-19 response team, enabling
2,000 employees to safely continue working on-site.

o Achieved $590,000 cost avoidance in energy costs.

o Completed 119 construction projects, valued at $11.5
million, across the MMAC campus.

THE FAA ACADEMY develops and delivers technical
training that enables the FAA workforce to maintain and
safely operate the airspace system. In FY 2020, the FAA
Academy:

o Recorded over 50,000 participant course completions.

o Successfully transitioned numerous courses to a variety
of virtual learning platforms and trained over 3,500
participants using virtual platforms.

THE LOGISTICS CENTER is the FAA’s centralized
maintenance, repair, and overhaul provider for the entire
airspace system. FY 2020 accomplishments include:

o Completed over 1,630 on-site restorations to ensure
continued operations of the airspace system.

o Tested and repaired over 36,000 critical national
airspace system parts.

o Distributed over 610,000 parts across the national
airspace system.

o Sourced, purchased, and distributed 1.7 million items of
COVID-19 critical personal protective equipment and
sanitation supplies worth $12.3 million.

THE ENTERPRISE SERVICES CENTER delivers financial
and technology services to 35 federal agencies, processing
millions of financial transactions. The Enterprise Services
Center FY 2020 accomplishments include:

o Continuing to reduce aggregate costs, reducing pricing
to below FY 2017 levels, thereby creating more value
for its customers. Rebated $3.7 million to customers
over the past two years.

o Achieved over $2.4 million savings through centralized
management of FAA cellular services and equipment.

o Collaborated with the William J. Hughes Technical
Center to increase remote access capability from 12,500
to 36,000 users in response to COVID-19.

o Processed over $56.6 billion in grant payments for the
Department of Transportation (DOT), with 100 percent
paid on time.

o Processed 101,779 travel vouchers across DOT with
over 95 percent on-time.

o Processed approximately 351,925 cash receipts and
42,608 accounts receivable invoices across DOT. g
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ONGOING CHALLENGES

737 MAX

Safety is the core of the FAA’s mission and our first priority.
The FAA is working diligently so that accidents like the

ones that occurred in Indonesia and Ethiopia with the 737
MAX —resulting in the tragic loss of 346 lives —do not occur
again. The FAA continues to follow a thorough process for
returning the 737 MAX to service. This process is not guided
by a calendar or schedule —safety is the driving consideration.
The FAA continues to adhere to a data-driven, methodical
analysis of the modified flight control systems and pilot training
required to safely return the 737 MAX to commercial service.
FAA employees are taking the needed time to do just that.

The FAA published in April 2020 the Response To The Official
Report Of The Special Committee On The Federal Aviation
Administration’s Aircraft Certification Process. It contains

the actions, both planned and underway, to address the
recommendations in the Official Report of the Special
Committee to review the FAA’s Aircraft Certification

Process, delivered to the Secretary of the Department of
Transportation on January 16, 2020. The FAA is in the process
of putting the infrastructure in place to be able to carry out
these critical recommendations.

The challenge FAA faces going forward is to make sure that
other civil aviation authorities are informed and working
with us. FAA’s ultimate goal is that, when the FAA is ready to
return the 737 MAX to service, the rest of the international
community shares our confidence in the airplane.

COVID-19

The FAA enacted significant measures aimed at protecting
our workforce from the COVID-19 public health emergency.
These measures include maximum use of telework and social
distancing when and where possible.

Unfortunately, not all work can be done remotely. Air traffic
controllers perform critical work that requires them to be on-
site in close quarters on jointly-used, high-touch equipment.
The operating environment offers few opportunities for
social distancing. Many facilities have a small number of staff.
One positive case can expose enough people that the facility
must close or reduce operating hours during the quarantine
period. As of early July, more than 100 of these facilities have
experienced brief service disruptions due to reduced staffing
and/or cleaning protocols.

Reducing access to FAA facilities, while preserving the safety
of air traffic controllers, creates delays in other programs.
The FAA suspended both hardware installations and on-site
recurring training in these facilities. While the FAA is slowly
restarting training, the incurred backlog will take some time
to address. Testing and development performance of new
technologies at the FAA William J. Hughes Technical Center
has similarly suffered due to the restrictions put in place.

Despite these ongoing challenges, the FAA has adapted to
ensure that critical operations continue, the skies remain
open for business, and the safety of the national airspace is
preserved.

Airport and Airway Trust Fund

With the drop in passenger travel since the beginning of the
public health emergency, revenue to the Airport and Airway
Trust Fund (AATF) has fallen dramatically. Lower aircraft
operations combined with the tax relief enacted by the CARES
Act have dramatically reduced revenue from the aviation taxes
and surcharges that support the AATF. Additionally, given the
reductions in certain kinds of travel could persist for several
years, the sustained drop in AATF revenue could present
significant challenges to FAA operations and our investments
in airports and air traffic control systems for many years to
come (see page 35 for a description of how the AATF supports
FAA's budget). To address this issue, on October 1, 2020 the
FY 2021 Continuing Appropriations Act (Public Law 116-159)
appropriated a $14 billion transfer from the Treasury's General
Fund to the Trust Fund. The FAA will continue to monitor AATF
revenues and work with our stakeholders to ensure the solvency
of the AATF.

THERE ARE OVER

14,000

AIR TRAFFIC
CONTROLLERS

WORKING AT FAA

AIR TRAFFIC CONTROL
FACILITIES IN THE U.S.

>Iereereeeene
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MANAGEMENT'S DISCUSSION AND ANALYSIS

PERFORMANCE HIGHLIGHTS

The FAA is charged with promoting the safety and efficiency
of the nation’s aerospace system. We maintain the system’s
integrity and reliability through our broad authority to

enforce safety regulations and conduct oversight of the civil
aviation industry. Our strategic plan, annual business plans,
human capital plans, annual PARs, and constant reevaluation
of our efforts create a recurring cycle of planning, program
execution, measurement, verification, and reporting. This
cycle has created a strong link between the expenditure of our
resources and our performance.

Managing Performance

We manage organizational performance through a four-step
process that is based on best practices borrowed from several
private and public-sector organizations:

® Set Goals
® Plan, Work, and Budget
® Monitor Work

® Assess Results

Each year we improve on this strategy through adaptation and
enhancements of technologies that support the process.

Set Goals

The first step in the performance management process includes
consulting with management, employees, and stakeholders to
identify areas to target for improvement. These areas include
near-term priorities and long-standing management challenges.
Goals, performance measures, targets, and initiatives are laid
out in the business plans developed by each of the FAA's lines
of business and staff offices.

Plan, Work, and Budget

The second step in evaluating our performance focuses on
planning, which begins with reviewing the critical activities
and resources required to achieve our goals. Budget
formulation involves a series of steps that the FAA takes to
determine where a program or activity stands at present,
where it is going (i.e., reasonable expectations for progress),
and what else could be done (i.e., alternative approaches) to
achieve stated objectives. One of the basic objectives of the
budget formulation process is to ensure that decision-makers
have the information they need to determine how best to
allocate resources to achieve goals.

Our complete FY 2020 Congressional Justification can be
found at: https://www.transportation.gov/mission/budget/
faa-cj-fy-2020-estimates.

The FAA also has a section in a DOT-prepared document
that provides highlights of the FY 2020 budget request. This
document can be found at: https://www.transportation.gov/
mission/budget/fiscal-year-2020-budget-highlights.

In addition, our strategic initiatives and FY 2020 business
plans for FAA organizations are available at: https://www.faa.
gov/about/plans_reports/#business_plans.

Monitor Work

Monitoring occurs in the course of the various performance
management activities that our executives and employees
participate in each month. The agency'’s overall governance
model was revised in FY 2018 to streamline decision-making
at the executive level. The revised model includes two
groups —a Management Board and a Deputy’s Meeting.

The Management Board provides agency-wide strategic
direction and decision-making for critical priorities. This
includes setting short and long-term agency goals, as well as
making annual budget and financial decisions. The Board is the
highest deliberative body in the agency and the primary forum
to assist the Administrator in setting the agency’s direction.

The Deputy’s Meeting is the primary forum to advise and assist
the Deputy Administrator in monitoring all operational activities
conducted by the FAA (e.g., workforce, IT, and air traffic
facilities). The Deputy’s Meeting also refers decisions needed
on significant internal issues to the Management Board.

The two groups create a transparent process with clear

roles for making decisions and monitoring the agency’s
performance. They clarify decisions across the FAA and clearly
communicate decisions through senior leadership.

30,000

FAA EMPLOYEES

HAVE LAPTOP COMPUTERS TO
WORK FROM ANYWHERE, AT ANY TIME
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Virgin Galactic Unity rockets to space on its first spaceflight. Image courtesy of Virgin Galactic.

Assess Results

This is the final, but critically important step in the performance
management process. Using performance information, the
agency seeks ways to learn from past performance and improve
outcomes. Performance measures and targets support our
mission to provide the nation with a safe and efficient aerospace
system. We have streamlined our strategic focus over the past
several years. As our strategic management processes continue
to mature, the number and mix of performance targets has
changed. Targets are reviewed on a yearly basis to ensure that
we are on track to meet future challenges.

Performance Goals

The FAA recently updated its strategic plan, establishing
new strategic goals for FY 2019 through FY 2022 that align
with the Department of Transportation’s strategic plan. The
FAA's strategic plan describes general and long-term goals
the FAA aims to achieve, and the actions it will take to realize
those goals. The plan can be found here: https://www.faa.
gov/about/plans_reports/media/FAA_Strategic_Plan_Final_
FY2019-2022.pdf.

Each of the FAA’s annual performance measures follow one of

the long-term goals described in the agency’s strategic plan:

Safety: Reduce civil aviation and commercial space
transportation-related fatalities and serious injuries. This
year, FAA achieved all six of its safety targets. For more

information, please see page 44.

Infrastructure: Invest in aviation infrastructure to ensure
safety, mobility and accessibility, and to stimulate economic
growth, productivity, and competitiveness for American
workers and businesses. This year, the FAA was successful
in achieving all seven of its targets related to infrastructure.
For more information, please see page 53.

Innovation: Lead in the development and deployment of
innovative practices and technologies that improve the
safety and performance of the national airspace system.
This year, the FAA achieved both of its targets related to
innovation. For more information, please see page 63.

Accountability: Serve the nation with reduced regulatory
burden and greater efficiency, effectiveness, and

accountability. This year, the FAA achieved one of its two
accountability targets. For more information, see page 66.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

cRoss

\ CHECKyouR KNOWLEDGE

EXPANDING THE FAA’'S FIREFIGHTING RESEARCH CAPABILITY

Airports that support scheduled airline service are required
to have the necessary personnel, equipment, and firefighting
agents to put out aircraft fires quickly and safely. For many
years, most airports have used Aqueous Film-Forming Foam
(AFFF), which is highly effective in fighting fires involving
petroleum-based fuels.

However, there has been increasing concern over potential
environmental and health impacts of a group of fluorinated
chemicals used in AFFF and found in many common consumer
products.

The FAA Reauthorization Act of 2018 called for the FAA
to stop requiring the use of fluorinated chemicals in AFFF
by October 2021. There are other fire-suppressing agents,
including some being used in other parts of the world, but
guestions remain about how quickly they work and the
quantity needed to control an aircraft fire.

The FAA had already been working on this issue even before
the 2018 legislation. One of the key challenges has been how
to scientifically and reliably test different firefighting agents

in a controlled environment —now we have that controlled
environment.

In December 2019, the FAA opened a one-of-a-kind fire
research facility at the William J. Hughes Technical Center.
The $5 million, 2,500 square-foot research facility allows

for indoor testing in a building designed to remediate
environmental hazards. The facility contains numerous sensors
to help researchers assess fire behavior during extinguishment
and the effectiveness of different agents. The facility also
captures all runoff from testing, to be disposed of according to
regulations.

The FAA plans to conduct testing as quickly as possible into
2021. The agency hopes to identify at least one alternative
firefighting agent that can be safer for the environment and
airport firefighters, while maintaining the safety of the flying
public.

This is a great example of how the FAA’s ongoing research and
development investments can yield positive results for the
American public and inform global aviation. 0

A firefighter extinguishes a test fire with a fluorine-free foam using a specific testing protocol. FAA photo.
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PERFORMANCE AT A GLANCE

Our FY 2020 performance is summarized in the following tables and discussed in detail in the Performance Results section. The

measures are grouped according to the FAA's strategic goals. In FY 2020, the FAA achieved 16 of the 17 performance targets.

The FAA has noted the measures for which the data provided are preliminary. A discussion of the methods used to validate the

reporting performance information begins on page 70.

SAFETY

Reduce Aviation and Commercial Space Transportation-Related Fatalities and Serious Injuries in Commercial and

General Aviation.

FY2018 | FY 2019 | FY 2020 | FY 2020
Performance Measure Results | Results Target Results

Commercial Air Carrier Fatality Rate®
Reduce the commercial air carrier fatalities per 100 million

1 2
persons on board by 50 percent over 18-year period — A 03 01 06 57 & v
FY 2008-2025. Target for FY 2020 is 5.7.
Commercial Surface Safety Risk Index New New
Manage the weighted surface safety risk index at or below 0.35 ATO measure | measure 0094 0.35 0.029° 7
per million airport operations for commercial aviation. FYf§[;19 FYf§619
Non-Commercial Surface Safety Risk Index New New
Manage the weighted surface safety risk index at or below 0.60 ATO measure | measure 0532 0.60 0.220° 7
per million airport operations for non-commercial aviation. FYf§[;19 FYfg[rHQ
Hazard Risk Mitigations
Implement 75 percent of approved mitigation activities in o o o o 5
association with ATO's Top Five identified trending safety issues in Al 9% 8% 5% i i 4
the national airspace system.
General Aviation Fatal Accident Rate*
Reduce the general aviation fatal accident rate to no more than 2
0.89 fatal accidents per 100,000 flight hours by 2028. FY 2020 A 083 087 0.94 e L 4
Target: 0.97.
Commercial Space Launch and Reentry Safety
Ensure there are no fatalities, serious injuries, or significant
property damage to the uninvolved public during licensed or AT 0 0 0 0 0 4
permitted space launch and re-entry activities.
* This performance measure supports a DOT Agency Priority Goal.  Target met X Target not met

1 Preliminary estimate. National Transportation Safety Board will confirm in March 2021. We do not expect any change in the result to be significant enough to alter

our year-end status of achieving the target.

2 Preliminary estimate. National Transportation Safety Board will confirm in March 2022. We do not expect any change in the result to be significant enough to alter

our year-end status of achieving the target.

3 Preliminary estimate until the final result becomes available in March 2021. We do not expect any change in the final result to be significant enough to alter our

year-end status of achieving the target.
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INFRASTRUCTURE

Invest in Infrastructure to Ensure Safety, Mobility and Accessibility and to Stimulate Economic Growth, Productivity

and Competitiveness for American Workers and Businesses.

FY2017 | FY2018 | FY 2019 FY 2020 FY 2020
Performance Measure Results | Results | Results Target Results

[%2]

% Noise and Community Engagement New New New Developed a

z Collate the best practices from existing guidance measure | measure | measure | Ccommunity - clearly defined

= documents into a corporate FAA community ATO for for for engagement  path to policy, 4

z engagement policy. Y2020 FY2020  FY2020 poliey | which is pending

< publication

z

% Noise and Community Engagement Proposed new

4 Continue to enhance community engagement, Noise Screening

3! including through improved noise screening tools. Updated  Updated  Updated Developh | ctodolegyant

a Develop a requirements document for an updated APL mefasure mefasure me;’:lsure requirements aélsesjlng Federal 4

o noise screening tool. or or or e Y [eseEes

— FY2020 | FY2020  FY 2020 to inform

Z Implementation for

2 a new tool

O]

= FAA STEM AVSED Program Qutreach N N N

< Formalize and grow the FAA's Science, Technology, ew ew ew

= R L measure | measure  measure = Meetall three  All three targets
Engineering, and Math (STEM) Aviation and Space AHR for for for targets et v
Education (AVSED) Program by completing the three FY 2020 FY 2020 FY 2020

targets identified.

NextGen Joint Implementation Plan Commitments
Achieve 80 percent of NextGen Advisory Committee

NextGAen Priorities Jo_lnt I_mplementauon Plan . ANG 92% 91.3% 100%! 80% 100% J/
commitments, excluding industry-controlled milestones,
within a calendar quarter of their scheduled dates and
within 10 percent of the planned cost.

Unmanned Aircraft Systems Waivers New

Maintain the average time for processing (approve measure

or deny) part 107 operational waivers at 40 days for A for 17 18 0 U 4
FY 2020. FY 2018

Identify Priorities from the ICAQ 40th Assembly
Identify outcomes from the International Civil Aviation

Organization (ICAQ) 40th Assembly and receive New New New %:;3}2;%3 ;ﬂf:;:}'gg
endorsement as necessary by the International Advisory . : ) '
o . measure | measure  measure receive |AB received |1AB
Board (IAB) within 90 days of the assembly conclusion, APL for for for endorsement endorsement v
andiimplementieniactoniplaniwhicnwillinglide FY2020  FY2020  FY2020 |implementation  implemented
regional and bilateral outreach, to promote, advance, plan action plans
and secure FAA's top objectives relating to safety, air
navigation, and emerging issues.
IT Risk Management and Information Systems
Security
Address 80 percent of Internet Protocol based high o o N o o
value risks within 30 days. Continue to provide gl 100% 100% 38% Gl L5 v
information to the Cybersecurity Steering Committee to
assure consistent risk acceptance decisions.
1 The result reported in the FY 2019 PAR was 97.5%. This was preliminary and has since changed because / Target met X Target not met

additional milestones were met after publication, but within the three-month window allowed.
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INNOVATION

Lead in the Development and Deployment of Innovative Practices and Technologies that Improve the Safety and

Performance of the Nation’s Aviation System.

FY 2018 FY 2019 FY 2020 FY 2020
Performance Measure Results Results Target Results

Unmanned Aircraft Systems Authorizations

Redesigned Redesigned = Redesigned

Process 95 percent of manual part 107 airspace authorizations  ATO measure for  measure for  measure for 95% 99.9% 7
within the 90-day timeline mandated by Congress. FY 2020 FY 2020 FY 2020

Unmanned Aircraft Systems Remote Identification New New New Issue RFI  RFl issued

Issue a Request for Information (RFl) that meets AVS  measure for measure for measure for that meets on J/

requirements outlined.

requirements  March 17,

FY 2020 outlined 2020

FY 2020 FY 2020

ACCOUNTABILITY

 Target met X Target not met

Serve the Nation with Reduced Regulatory Burden and Greater Efficiency, Effectiveness, and Accountability.

FY 2017 FY 2018 FY 2019 FY 2020 FY 2020
Performance Measure Results Results Results Target Results

Major System Investments
Ninety percent of major baselined acquisition programs

must be maintained within ten percent of their current AFN 95.2%' 90.5% 75% 90% 65% X
acquisition cost, schedule and performance baseline as of
the end of FY 2020.
Unmodified Audit Opinion Unmodified  Unmodified ~Unmodified
Obtain an unmodified audit opinion on the FAA's FY 2020 audit audit audit Unmodified  Unmodified
financial statements identified by external independent AFN opinion opinion opinion audit audit 7
auditors. wi w/no w/no opinion opinion
material material material

weakness ~ weakness ~ weakness

1 Corrected from 92% that was stated in the 2019 PAR. v Target met X Target not met
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MANAGEMENT'S DISCUSSION AND ANALYSIS

ALIGNMENT OF FAA COSTS
AND STRATEGIC GOALS

The FAA uses a cost accounting system to track and summarize

costs by organizational unit and project. This enables the
FAA to evaluate whether its spending is in alignment with
the agency’s four strategic goals. At the beginning of each
project, the FAA determines the degree to which the project
will contribute to one or more of the strategic goals. The FAA
then allocates actual project costs to the strategic goals that
are supported by the project. Because the FAA also routinely
accumulates costs by organizational unit, it is then able to
assign total net costs among its five lines of business and the
combined staff offices, by strategic goal.

The FAA's total net cost of $25.2 billion was allocated to its
four strategic goals, as described below and as shown in the

Net Cost by Strategic Goal chart on this page, and in Note 14 of

the financial statements on page 121.

Safety. A little over $20.3 billion, or approximately 81 percent
of total net cost, was devoted to the goal of ensuring the
safety of the nation’s airspace.

® The Air Traffic Organization (ATO) spent approximately
$10.3 billion, largely to maintain the safe separation of
aircraft in the air and on the ground.

® The Office of Airports (ARP) provided approximately $8.6
billion for projects to preserve or enhance safety. Of the
$8.6 billion, the CARES Act airport grant costs amounted
to approximately $7.5 billion.

® The Aviation Safety (AVS) Organization spent just under
$1.6 billion on its programs to regulate and certify aircraft,
pilots, and airlines, directly supporting the safety of
commercial and general aviation.

® The Office of Security and Hazardous Materials Safety
(ASH) spent approximately $86 million on its programs
to ensure critical infrastructure protection, emergency
operations, contingency planning, and the safe
transportation of hazardous materials in air commerce.

® The Office of Commercial Space Transportation (AST)
spent a little under $25 million in support of the agency’s
safety mission.

® Collectively, the FAA staff offices and other programs
spent about $63 million to further support the agency’s
safety mission which was offset by revenues of

NET COST BY STRATEGIC GOAL AREA

as of September 30, 2020
(Dollars in Thousands)

Total 525,189,217

- 8%

m Safety ¥ Innovation
Infrastructure Accountability

$170 million primarily from overflight user fees along with
revenues from reimbursable agreements.

Infrastructure. A little over $ 4.0 billion, or about 16
percent of total net costs, was assigned to invest in aviation
infrastructure to ensure safety, mobility, and accessibility
and to stimulate economic growth, productivity, and
competitiveness for American workers and businesses.

® The ATO spent over $1.3 billion, largely to finance its
facilities and equipment projects.

® ARP also provided approximately $2.5 billion to build or
reconstruct core airfield infrastructure projects involving
runways and taxiways.

Innovation. As a whole, the FAA committed approximately
$207 million to lead in the development and deployment of
innovative practices and technologies that improve the safety
and performance of the nation’s aviation system.

Accountability. Approximately $585 million supported this
strategic goal, to which all the lines of business and staff
offices contributed. This strategic goal entails serving the
nation with reduced regulatory burden and greater efficiency,
effectiveness, and accountability. ASH is reported as a net
credit as the revenue from the interest on Aviation Insurance
Program investments exceeded the program’s operating

expenses.

28 FISCAL YEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT



FINANCIAL HIGHLIGHTS

Discussion and Analysis of the
Financial Statements

The FAA prepares annual financial statements in conformity
with accounting principles generally accepted in the United
States. The financial statements are subject to an independent
audit to ensure that they are free from material misstatement
and that they can be used to assess the FAA’s performance.

FY 2020 Financial Statements Audit

The Chief Financial Officers Act of 1990 (Public Law 101-576),
as amended by the Government Management Reform Act

of 1994, requires that financial statements be prepared by
certain agencies and commercial-like activities of the federal
government and that the statements be audited in accordance
with Generally Accepted Government Auditing Standards.
The FAA is required to prepare its own financial statements
under OMB Bulletin No. 19-03, Audit Requirements for Federal
Financial Statements. DOT's Office of Inspector General (OIG)
is statutorily responsible for the manner in which the audit of
the FAA’s financial statements is conducted. The OIG selected
KPMG LLP, an independent certified public accounting firm, to
audit the FAA's FY 2020 financial statements.

KPMG LLP has rendered an unmodified audit opinion on the
FAA's FY 2020 financial statements.

Understanding the Financial Statements

The FAA's Consolidated Balance Sheets, Statements of Net
Cost, Changes in Net Position, and Combined Statements

of Budgetary Resources, have been prepared to report the
financial position and results of operations of FAA, pursuant
to the requirements of the Chief Financial Officers Act of
1990 and the Government Management Reform Act of 1994.
The following section provides a brief description of (a) the
nature of each financial statement and its relevance to FAA,
(b) significant fluctuations from FY 2019 to FY 2020, and

(c) certain significant balances, where necessary, to help clarify
their link to the FAA's operations.

Financial Impact of the COVID-19 Public Health
Emergency and the CARES Act

The CARES Act provided an additional $10 billion to the FAA
for other grants to airports. From this $10 billion, $9.45 billion
is to help airports cover operational costs due to the loss

of airport revenues caused by the COVID-19 public health
emergency. The remaining $550 million is to help airports fund

their local share of their AIP grant. Additionally, the CARES
Act suspended the collection of almost all aviation excise taxes
effective March 28, 2020 through December 31, 2020.

The financial impact of the CARES Act understandably creates
several significant comparative differences between FY 2020
and FY 2019. These differences will be discussed in the order
of their occurrence in FAA's principal financial statements.

Balance Sheet

The balance sheet presents the amounts available for use
by FAA (assets) against the amounts owed (liabilities) and
amounts that comprise the difference (net position).

Assets

Total assets were $34.1 billion as of September 30, 2020. The
FAA's assets are the resources available to pay liabilities or
satisfy future service needs. The Composition of Assets chart
depicts major categories of assets as a percentage of total assets.

COMPOSITION OF ASSETS

as of September 30, 2020
(Dollars in Thousands)

Total $34,121,150
o 32%
35% w
3% / — 30%
™ Fund balance with Treasury m Other
Investments Property, plant, and equipment

ASSETS COMPARISON

(Dollars in Thousands)

Fund balance $10,995,645
with Treasury '

$10,259,928

—

Investments

Property, plant, $11,917,696

and equipment

$947,881 |

Other iy <939,331 |

($ Thousands) ~ $0 $4,000,000 $8,000,000 $12,000,000  $16,000,000

H 2020 2019
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The Assets Comparison chart presents comparisons of major
asset balances as of September 30, 2019 and 2020.

Fund balance with Treasury represents 32 percent of the FAA’s
current period assets and consists of funding available through
the Department of Treasury accounts from which the FAA

is authorized to make expenditures to pay liabilities. It also
includes passenger ticket and other excise taxes deposited

to the Airport and Airway Trust Fund (AATF), but not yet
invested. Fund balance with Treasury ended the year at $11.0
billion compared to $4.6 billion in 2019. The increase of

$6.4 billion is primarily due to the $10.0 billion general fund
appropriation for the CARES Act, of which $6.9 billion remains
in fund balance with Treasury as of September 30, 2020.

At $10.3 billion, Investments represent 30 percent of the

FAA’s current period assets, and are comprised of AATF
investments and Aviation Insurance Program investments. The
AATF investments are derived primarily from the collection

of passenger ticket and other excise taxes deposited semi-
monthly to the AATF. The deposited taxes are invested

within several business days, thus transitioning the asset
classification from fund balance with Treasury to investments.
The AATF investment balances decreased approximately $7.1
billion on a comparative basis. The decrease was principally
the result of the aviation excise tax holiday included in the
CARES Act. As a result, aviation excise tax deposits in FY 2020
totaled $9.0 billion compared to $16.0 billion in FY 2019, a
decrease of $7.0 billion.

The investment balances also include the Aviation Insurance
Program investments. These investments are redeemed, as
needed, to finance the FAA's daily operations to the extent
authorized by Congress, and to pay potential insurance
claims. The Aviation Insurance Program investments remained
constant at $2.3 billion.

At $11.9 billion, General property, plant, and equipment, net
(PP&E) represents 35 percent of the FAA's assets as of
September 30, 2020, and primarily comprises construction in
progress related to the development of the national airspace
system assets, and capitalized real and personal property.
There was a decrease of $128 million in the total composition
of PP&E, as retirements, disposals, and depreciation exceeded
purchases of equipment and additions to construction in
progress through the normal course of business.

Liabilities

As of September 30, 2020, the FAA reported liabilities of

$8.8 billion. Liabilities are probable and measurable future
outflows of resources arising from past transactions or events.
The Composition of Liabilities chart depicts the FAA's major
categories of liabilities as a percentage of total liabilities.

The Liabilities Comparison chart presents comparisons of major
liability balances between September 30, 2019 and September 30,
2020. Below is a discussion of the major categories.

At $1.7 billion, Employee related and other liabilities represent
20 percent of the FAA's total liabilities. These liabilities
increased by $249 million as of September 30, 2020 and are
comprised mainly of $396 million in advances received, $153
million in Federal Employee’s Compensation Act payable, $415
million in accrued payroll and benefits, $603 million in accrued
leave and benefits, $57 million in legal claims liability, and $51
million in capital lease liability.

COMPOSITION OF LIABILITIES

as of September 30, 2020
(Dollars in Thousands)

Total 8S 8,811,007
5% —
8% 7 4 ‘
0,
2% —g - 59%
8% (

B Accounts payable = Environmental

Grants payable

Employee related and other
Federal employee benefits

LIABILITIES COMPARISON

(Dollars in Thousands)

Employee related -m

and other
Federal employee - $721,770
benefits $788,230
) $745,540
Environmental f

$866,992

"~ $5,161,060
Grants payable | |

$743,268
Accounts $440,076
payable $472,979

($ Thousands) ~ $0 $1,000,000 $2,000,000 $3,000,000 $4,000,000 $5,000,000

= 2020 2019
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At $728 million, Federal employee benefits represent 8 percent

of the FAA’s current year liabilities, and consist of the FAA’s
expected liability for death, disability, and medical costs for
approved workers' compensation cases, plus a component for
incurred but not reported claims. The Department of Labor
calculates the liability for the DOT, and the DOT attributes a
proportionate amount to the FAA based upon actual workers’
compensation payments to FAA employees over the preceding
four years. This liability is updated on an annual basis at year end.

Environmental liabilities also represent 8 percent of the FAA’s
total liabilities and decreased by $121 million to $746 million
as of September 30, 2020 compared with $867 million a
year earlier. Environmental liabilities include a component for
remediation of known contaminated sites that decreased by
$79 million on a comparative basis. The other component

of environmental liabilities includes the estimated costs for
future facility decommissioning. This component’s costs
decreased by a total of $42 million.

The FAA's grants payable are estimated amounts incurred,

but not yet claimed by Airport Improvement Program grant
recipients and represent 59 percent of liabilities. Grants
payable increased significantly by $4.4 billion to $5.2 billion as
of September 30, 2020. The increase is primarily comprised
of year-end grants payable accruals totaling $4.4 billion for
CARES Act grants. The remaining grants payable liability

of $792 million for existing grants programs makes up the
balance of the overall $5.2 billion liability.

Accounts payable represents 5 percent of liabilities and decreased
by $33 million. Accounts payable are the amounts the FAA owes
to other entities for unpaid goods and services received.

Statement of Net Cost

The Statement of Net Cost presents the cost of operating the
FAA’s programs. The gross expense, less any earned revenue,
represents the net cost of specific program operations. The
FAA has used its cost accounting system to prepare the
annual Statement of Net Cost since FY 1999. In contrast to
the budgetary basis of accounting applicable to the Statement
of Budgetary Resources discussed in Note 1C (page 98),
balances reported on the Statement of Net Cost are reported
on an accrual accounting basis. Under the accrual method,
revenues are recognized when earned, and expenses are
recognized when a liability is incurred.

COMPOSITION OF NET COST

as of September 30, 2020
(Dollars in Thousands)

Total B$25,189,217

<1% <1%
<1%

o 5%

® Air Traffic Organization ™ Aviation Safety
Airports Security and Hazardous
Materials Safety

Commercial Space
Transportation
® Non-line of business programs

NET COST COMPARISON

(Dollars in Thousands)

Air Traffic

Organization

. $11,300,066
Airports |

. $1,610,340
Aviation Safety $1,534/038
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W 2020 2019

For the fiscal years ended September 30, 2020 and
September 30, 2019, FAA’s net costs were $25.2 billion and
$17.2 billion, respectively. The $8.0 billion increase in net
cost is primarily due to the $10 billion CARES Act funding for
airport grants and described in more detail below.

The Composition of Net Cost chart illustrates the distribution of
costs among the FAA’s lines of business.

The Net Cost Comparison chart compares net costs for the fiscal
years ended September 30, 2020 and September 30, 2019.

With a net cost of $12.1 billion, the Air Traffic Organization
is the FAA’s largest line of business, comprising 48 percent
of total net costs. The Air Traffic Organization’s net costs
increased by $106 million, on a comparative basis, primarily
from increases in costs for contractor services, labor, and
employee benefits offset by a decrease in equipment and
transportation costs, and a decrease in revenue.
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The Airports line of business net cost increased by $7.8 billion
to $11.3 billion for the fiscal year ended September 30,
2020, and represents 45 percent of the FAA’s total net costs.
Airports net costs are comprised primarily of Stewardship
Investments from the Airport Improvement Program. The
Stewardship Investments are made through grants to airport
authorities, local and state governments, and metropolitan
planning authorities for airport facilities throughout the
United States and its territories. In FY 2020, the $10 billion
CARES Act grants funding resulted in additional grant
expenses of $7.5 billion comprised of actual CARES Act grants
disbursements, CARES Act grants payable accruals, and
CARES Act administrative costs.

At $1.6 billion, the net cost for Aviation Safety represents

6 percent of the FAA's total net costs, while Security and
Hazardous Materials Safety, Commercial Space Transportation,
and non-line of business programs each represent less than

1 percent of total net costs.

Statement of Changes in Net Position

The Statement of Changes in Net Position presents those
accounting items that caused the net position section of

the balance sheet to change from the beginning to the end

of the reporting period. Various financing sources increase

net position. These financing sources include appropriations
received and non-exchange revenue, such as excise taxes and
imputed financing from costs paid on the FAA’s behalf by other
federal agencies. The agency’s net cost of operations and net
transfers to other federal agencies serve to reduce net position.

The FAA's Cumulative Results of Operations for the fiscal year
ended September 30, 2020 decreased by $5.0 billion on a
comparative basis. The $5.0 billion decrease is comprised
primarily of an increase of $707 million in beginning balances
year over year, a net comparative increase of $9.3 billion in
appropriations used ($10 billion from the CARES Act), offset
by a comparative decrease of $7.0 billion in non-exchange
revenue due to the aviation excise tax holiday included in the
CARES Act and a comparative $8.0 billion increase in net cost,
again, primarily due to the $7.5 billion increase in net cost
related to the CARES Act grants funding.

In summary, except for the beginning balance differences
which affect the comparative year over year net change to
the Cumulative Results of Operations, almost all of remaining
comparative net change is related to the impact of the
CARES Act.

Unexpended appropriations decreased by $298 million.

Statement of Budgetary Resources

This statement provides information on the budgetary
resources available to the FAA for the fiscal years ended
September 30, 2020 and September 30, 2019, and the status
of those budgetary resources.

The enacted budget of $27.62 billion is comprised of
Appropriations of $24.27 billion and Contract Authority of $3.35
billion. Financial transfers necessary to execute movement across
federal fund types (i.e., general funds and trust funds) create an
additional $10.4 billion in appropriated receipts, of which $10
billion comes from the CARES Act. These appropriated receipts
are included in the Appropriations totals but are separate from
the enacted budget. The enacted budget of $27.62 billion also
includes the $10 billion from the CARES Act.

FAA ENACTED BUDGET - FY 2020

(Dollars in Thousands)

Total 88$27,617,669

. $10,630,000

$13,750,000
~—— $3,045,000
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STATEMENT OF BUDGETARY RESOURCES
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The FAA's Total budgetary resources consist of new budget
authority and unobligated balances of budget authority
provided in previous years. New budget authority consists of
the enacted budget, as well as other funding sources made
available which are not provided through the enactment of
annual appropriations. This also includes expenditure transfers
of resources between federal fund types, which reflect the
resources in both the enacted account and the program
account to which they are transferred. New obligations and
upward adjustments result from an order placed, contract
awarded, service received, or similar transaction, which will
require payments during the same or a future period. Net
outlays reflect the actual cash disbursed by the Treasury for
the FAA's obligations net of offsetting collections.

Total budgetary resources were $55.8 billion, of which $28.4
billion comes from new appropriations and offsetting
collections and an additional $20.9 billion from resulting
financial transfers between trust and general funds for the
fiscal year ended September 30, 2020. For the fiscal year
ended September 30, 2019, total budgetary resources were
$34.7 billion, of which $18.6 billion comes from new budget
authority and an additional $10.3 billion from resulting
financial transfers between trust and general funds. The
$10.0 billion general fund appropriation from the CARES Act
in FY 2020 was transferred from a general fund account to

a trust fund account and recorded as appropriated receipts.
The $10.0 billion increase in both appropriations received
and appropriated receipts results in a $20.0 billion increase in
appropriations which is captured in the balance of new budget
authority and the balance of total budgetary resources. The
FY 2020 and FY 2019 balances in total budgetary resources
and new budgetary authority, exclusive of the $20.0 billion
effect of the CARES Act, are otherwise very similar. The $20.9
billion and $10.3 billion in FY 2020 and FY 2019, respectively,
for expenditure transfers between federal fund types is
comprised of both offsetting collections and appropriated
offsetting receipts. For more information on offsetting
collections and offsetting receipts, please reference OMB’s
analytical perspectives of the President’s Budget.

New obligations and upward adjustments increased $21.0 billion
from $28.4 to $49.4 billion. The $10.0 billion in CARES Act
funding for airport grants has to be transferred from a general
fund account to a trust fund account which results in new
obligations of $10.0 billion. Of the amount transferred, $9.4

billion has been obligated which together accounts for $19.4
billion of the increase in new obligations.

Net outlays, net of distributed offsetting receipts, increased by
$3.7 billion from $16.7 to $20.4 billion. Of the $10.0 billion in
funding received for the CARES Act, $3.1 billion was disbursed
as of September 30, 2020, increasing net outlays.

The Unapportioned status of budgetary resources represents
resources that are not available until the FAA has the authority
to spend them under current law and they are apportioned by
the Office of Management and Budget (OMB). For the fiscal
year ended September 30, 2020, the Unapportioned balance
was $2.3 billion showing a slight increase of $32 million over
the September 30, 2019 ending balance.

On September 28, 2020, the Internal Revenue Service
(IRS) certified AATF excise taxes for the tax period

ending March 31, 2020, as processed by the IRS through
September 17, 2020. Excise taxes are recognized by the
FAA when certified by the IRS and transferred to the FAA
through a Treasury Warrant issued by the U.S. Treasury. Refer
to Note 1D (page 98) and Note 1W (pages 103-104)
accompanying FAA's consolidated financial statements, for
information on the FAA's policy for recognizing excise tax
revenue, which is in accordance with generally accepted
accounting principles.

Limitations of the Financial Statements

The principal financial statements are prepared to report the
financial position, financial condition, and results of operations
of the reporting entity, pursuant to the requirements of 31
U.S.C. 3515(b). The statements are prepared from the books
and records of the entity in accordance with federal generally
accepted accounting principles and the formats prescribed

by OMB. Reports used to monitor and control budgetary
resources are prepared from the same books and records. The
financial statements should be read with the realization that

they are for a component of the U.S. Government.
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MAINTAINING AIRPORT SAFETY DURING COVID-19: HOW THE FAA
HELPED ACCOMMODATE THOUSANDS OF IDLED AIRCRAFT

With more than half of its fleet grounded during the first

few months of the COVID-19 public health emergency, the
U.S. commercial airline industry needed locations to park
thousands of idled jets. More than 100 airports opened their
airfields to overflow parking and the FAA provided guidance
to make sure this was done safely. The FAA's primary goal was
to ensure that parked aircraft did not create or increase any
safety risks or impede emergency response or takeoffs and
landings on runways that were still active.

On March 24, 2020, the FAA issued an alert to airport
operators with best practices for parking idled aircraft safely.
Among the best practices, the FAA recommended airports
review how parked aircraft might affect airport rescue and
firefighting operations, controllers’ line of sight, airport
design standards, glare issues, and the possible impact on
navigational aids and visual markings. The FAA also issued a
safety assessment checklist to its air traffic managers and a
safety alert to air carriers and pilots.

The FAA encouraged the airlines to park their aircraft at
smaller airports where there are available apron areas and a
lower number of air traffic operations. The FAA also strongly
discouraged airlines from parking jets on movement areas,
especially runways, to minimize the risk of an accident if there
was a wrong surface landing or takeoff due to pilot confusion.

The concern was that pilots sometimes misalign with the
wrong runway, which would create a much larger safety
consequence if there were aircraft parked on the runway.

The FAA worked closely with airport operators and air
carriers to compile updated information each day on the
locations of parked aircraft across the system and created

a knowledge sharing network site to share with others. The
Airport Construction Advisory Council (ACAC) helped in

this effort by conveying this text information graphically

for aviation stakeholders —the ACAC was formed in 2010
with stakeholder groups to promote safe operations during
airport construction. One of the ACAC's primary missions is
producing airport diagrams that reflect closures due to airport
construction and renovation. ACAC quickly started producing
airport diagrams that also depicted the locations of parked
aircraft to enhance safety by increasing the pilot community’s
situational awareness.

As air travel rebounds and air carriers continue to slowly
reactivate their fleets, the FAA is shifting focus to coordinate
with airline maintenance professionals to safely return the
aircraft to service. This process involves a more in-depth
maintenance and mechanical overview of each aircraft from
FAA inspectors, engineers, and safety analysts to ensure the
parked jets were properly stored and regularly maintained.

COVID-19 created an
unprecedented challenge of
where to park thousands of
idled planes, while maintaining
safe airport conditions for
flights that were still happening.
The FAA's focus is always the
same when confronted with
new and changing conditions:
to work with aviation industry
stakeholders to maintain safety
and minimize risk in the nation’s

airspace system. 0

FAA worked closely with airlines and airport operators to find ways to safely accommodate unused aircraft.
Photo courtesy of Kansas City International Airport.
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BUDGETARY INTEGRITY:
FAA RESOURCES AND HOW
THEY ARE USED

The FAA receives budget authority to obligate and expend
funds from both the General Fund of the U.S. Government

and the Airport and Airway Trust Fund (AATF). Created by the
Airport and Airway Revenue Act of 1970, the AATF is supported
by excise taxes and earned interest. It pays for investments

in the airport and airway system, and a majority of the FAA’s
operating costs. In FY 2020, the AATF paid for approximately
97 percent of the FAA's enacted budget authority per the
Further Consolidated Appropriations Act, 2020 (Public Law
116-94). Subsequently, in March 2020 Congress enacted the
Coronavirus Aid, Relief, and Economic Security (CARES) Act
(Public Law 116-136) that provided FAA with an additional

$10 billion from the General Fund to help the nation’s airports
contend with the massive financial impacts of COVID-19. While
increasing FAA's overall budget significantly, this supplemental
General Fund appropriation reduced the AATF share of the
FAA'’s total budget to 62 percent for FY 2020.

Aviation excise taxes, which include taxes on domestic
passenger tickets, freight waybills, general and commercial
aviation fuel, and international departures and arrivals, are
deposited into the AATF. The Department of the Treasury,
which administers the AATF, invests those funds in government
securities. Interest earned is also deposited into the AATF.
Funds are withdrawn from the AATF as needed to meet cash
disbursement needs. In addition to appropriating supplemental
funding, the CARES Act also suspended most of these aviation
excise taxes through calendar year 2020 in order to provide
some financial relief to the struggling commercial aviation
industry. Combined with lower levels of commercial aviation
passenger traffic caused by the public health emergency,

this “tax holiday” significantly reduced the tax collections

for FY 2020, thereby lowering the AATF balance. See pages
118-120 for the balances in the AATF as of and for the year
ending September 30, 2020, in relation to that of 2019.

The chart on page 32, FAA Enacted Budget-FY 2020,
summarizes the budget enacted by Congress for the FAA.
The total FY 2020 enacted budget of $27.62 billion was an
increase of $10.16 billion (58 percent) from the FY 2019
enacted level. This increase was substantially due to the
CARES Act. Absent the CARES Act funding, the FY 2020 FAA
budget was an increase of $165.8 million (0.9 percent) over
the FY 2019 enacted level.

The FAA requests and receives its funding in four primary
accounts:

Operations
Grants-in-Aid for Airports (AIP)
Facilities and Equipment (F&E)

Research, Engineering, and Development (RE&D)

The largest account, Operations, is supported by both the
General Fund and the AATF. In FY 2020, the AATF provided

99 percent of the funding for the Operations account. In most
previous years, the AATF provided 100 percent of the funding
for the three other accounts — Grants-in-Aid for Airports, F&E,
and RE&D. Since FY 2018, however, the Grants-in-Aid for
Airports program has received funding from both the AATF and
the General Fund. Due to the large supplemental appropriation
from the CARES Act, the AATF provided 24.4 percent of the
total funding for Grants-in-Aid for Airports in FY 2020.

Operations. This account finances operating costs,
maintenance, communications, and logistical support for the
air traffic control and air navigation systems. It also funds

the salaries and costs associated with safety inspections and
regulatory responsibilities. In addition, the account covers
administrative and managerial costs for international, medical
clearance, engineering, and development programs, as well
as for policy oversight and overall management functions.
The FY 2020 Operations appropriation was $10.63 billion,
approximately 2.1 percent greater than FY 2019.

Grants-in-Aid for Airports. This account funds the Airport
Improvement Program (AIP) through which the FAA awards
grants for airport planning and development to maintain

a safe and efficient nationwide system of public airports.
These grants fund approximately one-third of all capital
development at the nation’s public airports. The FAA issues
grants to maintain and enhance airport safety, preserve
existing infrastructure, and expand capacity and efficiency
throughout the system. The program also supports noise
compatibility and planning, the military airport program,
reliever airports, and administrative costs of the FAA's Office
of Airports. FY 2020 funding for AIP from the AATF was $3.35
billion, unchanged from the FY 2019 level. In addition, the AIP
account received $400 million for Supplemental Discretionary
grants from the General Fund in FY 2020. This is $100 million
less than the amount provided from the General Fund in

FY 2019. The CARES Act provided another $10 billion from
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the General Fund for additional grants to
airports to prevent, prepare for, and respond to
the COVID-19 public health emergency.
Combined, the General Fund contribution to
Grants-in-Aid for Airports was $10.4 billion in
FY 2020, a 1,980 percent increase from the
level provided from the General Fund in

FY 2019.

F&E. This account funds the capital
improvement projects necessary to establish,
replace, relocate, or improve air navigation
facilities and equipment and aviation safety
systems across the national airspace system,
particularly through programs supporting
NextGen. F&E was funded at $3.045 billion in
FY 2020, an increase of 1.5 percent from the
FY 2019 level.

RE&D. This account funds research,
engineering, and development programs to
plan, conduct, and integrate domestic and
international research efforts, and develop
products and services that will ensure a
safe, efficient, and more environmentally-
conscious global air transportation system.
The FY 2020 appropriation for RE&D

was $192.7 million, an increase of about
0.8 percent above the FY 2019 level.

The FAA must use its funds in the way

they are appropriated. On its own, the

FAA does not possess the legal authority

to move funds between these accounts. A
transfer between accounts requires an act of
Congress.

Other Budgetary Resources. In addition to

the primary funding resources appropriated by Congress, the

FAA RESOURCES AND HOW THEY ARE USED
TWO PRIMARY
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This chart aligns with the presentation of the FAA's audited Consolidated Statement of Net Cost

on page 94 and net cost by program and strategic goal in Note 14 on page 121. Net costs are
presented among FAA' five lines of business and collectively for its non-line of business programs.
General and administrative costs from the FAA's staff offices are allocated to the lines of business they
support, on a reasonable and consistent basis. For more information, also see discussion of funding
sources on pages 35-36 and the FAAS lines of business and staff offices on pages 10-11.

In FY 2020, the AIP account received an additional $10 billion from the General Fund for COVID-19-
related relief for airports.

In addition to the primary funding types listed above, the FAA also receives budgetary resources from
revolving funds and user fees that are not graphically illustrated. For additional information on these
funding sources, refer to pages 36-37.

are not part of the enacted budget, but do provide another
source of budgetary resources.

FAA also receives budgetary resources from revolving funds

and user fees. Revolving funds are accounts established by
law to finance a continuing cycle of operations with receipts
derived from such operations. These funds are usually
available in their entirety for their intended use without
further action by the U.S. Congress. User fees are specific
charges for the purchase or use of government goods or
services. The “other funds” described below and on page 37

36

® Aviation Insurance Revolving Fund. The Aviation

Insurance Revolving Fund provides non-premium war
risk insurance, which includes hull loss and passenger,
crew, and third-party liability coverage, for certain
U.S. Government contracted air carrier operations, as
authorized by 49 U.S.C. 44305 (Insuring United States
Government property). This non-premium insurance
authority is authorized through September 30, 2023.
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IMPROVED STAKEHOLDER ENGAGEMENT—ONLINE!

As cities imposed restrictions and shuttered non-essential
business due to the COVID-19 public health emergency, FAA
could not hold planned in-person events. The public hearings
on the South/Central Florida Metroplex and the Fifth Annual
FAA Unmanned Aircraft Systems (UAS) Symposium needed to
quickly change gears and switch to an all-virtual format.

One of the largest Metroplex (airplane flight routes above
congested metropolitan areas) projects, the South/Central
Florida Metroplex, was scheduled to hold public workshops
on how flight pattern changes would affect area residents.
To allow for community engagement and keep the project
on track, FAA personnel, airport sponsors/operators,

air carriers, and representatives from various aviation
associations executed all 12 meetings online with the
precision of a high-wire act —fielding, coding, collating, and
funneling questions to the panel. During each session, the
panel did a masterful job of not only answering questions
posed by the community but also engaging in a dialogue.

While prior in-person Metroplex public workshops were
typically attended by a few hundred people, the new
virtual approach developed for the South/Central Florida
Metroplex public workshops was streamed on Facebook,
Twitter, YouTube, and Zoom, and had nearly 120,000
views. The switch to an online format didn’t diminish the
meeting experience, it actually proved to be an unexpected
improvement. The meetings had more attendees and the
format allowed for more orderly input from participants,
which improved dialog and understanding of FAA's work.

Likewise, the 2020 FAA UAS Symposium used a virtual
approach to bringing the unmanned aircraft systems

Administrative Services Franchise Fund (Franchise Fund).
The Franchise Fund is a revolving fund designed to create
competition within the public sector in the performance of
a wide variety of support services. These services include
accounting, travel, multi-media, information technology,
logistics and material management, aircraft maintenance,

international training, and management training.

community together online for its annual symposium staged
in conjunction with the Association for Unmanned Vehicle
Systems International. For the past five years, the symposium
has been a premier event for UAS policy discussion,
collaboration, the latest technological innovations, and
regulatory developments impacting the aviation industry, so
it was vital to continue during the public health emergency.
The symposium was split into two virtual sessions — called
Episodes — each over two days so that speakers and topics
could be well organized and attendees could choose which
sessions they wanted to log into. Like in previous years,

the FAA operated a live resource center to respond to
questions from UAS owners and operators. Additionally,

the event fostered one-on-one networking opportunities
and promoted several lively discussions through multiple
roundtable sessions. Episode | of this year’s symposium,

held in July, was the best ever attended,
with over 1,200 registrants; Episode |l,
held in August, then broke that record with
approximately 1,500 registrants. These
record-breaking attendance numbers prove

FAA’s engagement in all arenas of UAS is )
South/Central

working and that our audiences are eager to Florida Metroplex
learn more about our progress toward full project

integration of UAS in the nation’s airspace
system.

Read more about the South/Central
Florida Metroplex project here: https://

www.faa.gov/news/fact_sheets/news_
story.cfm?newsld=23274; and the UAS
Symposium here: https://faauas.auvsi.net/
faa2020/home. (¥)

UAS Symposium

Aviation Overflight User Fees. Aviation Overflight User
Fees is a fund whose receipts come from charges to
operators of aircraft that fly in U.S. controlled airspace,

but neither take off nor land in the United States. Under
current law, the receipts are transferred to the Office of the
Secretary of Transportation and used to support air service
at certain locations under the Essential Air Service program.
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MANAGEMENT CONTROL
HIGHLIGHTS

Financial Management Integrity:
Controls, Compliance, and Challenges

On November 9, 2020 the FAA Administrator reported to

the Secretary of DOT an unmodified statement of assurance
under the Federal Managers’ Financial Integrity Act (FMFIA)
of 1982. Every year, program managers in the FAA’s lines of
business and staff offices assess the vulnerability of their
programs. Based on these assessments, reviews are conducted
to determine their compliance with sections 2 and 4 of FMFIA.
Section 2 requires management controls to be in place, and
Section 4 requires financial systems to conform to government-
wide standards. The head of each line of business or staff
office identifies, in writing, to the Administrator any potential
material internal control weakness or system nonconformance.
Identified weaknesses deemed material are consolidated in a
Statement of Assurance signed by the Administrator and sent
to the DOT Secretary. This FAA response becomes a part of
the DOT Statement of Assurance sent to the President. We
also report to DOT our compliance with the Federal Financial
Management Improvement Act (FFMIA) of 1996. FFMIA
requires an assessment of adherence to financial management
system requirements, accounting standards, and U.S. Standard
General Ledger transaction level reporting. For FY 2020, we
are reporting overall substantial compliance.

Enterprise Risk Management at the
FAA

Office of Management and Budget (OMB) Circular A-123 is
the detailed guidance for management'’s responsibility for
reporting and internal controls. While initially the guidance
focused on internal controls over financial reporting, OMB has
expanded its scope to consider both financial and operational
controls over the past few years.

In FY 2017, OMB Circular A-123 was further modified to
add enterprise risk management as an element to consider
when providing the FMFIA annual letter of assurance. In
fact, enterprise risk management was added to the title,
which is now Management’s Responsibility for Enterprise Risk
Management and Internal Control.

In response to this government-wide requirement, the FAA
collaborated with the DOT (along with OMB) to discuss the
best approach to incorporate risk management into FAA's long
standing risk-based business architecture. As a mature risk-
based entity whose mission is to provide the safest and most
efficient aerospace system in the world, the FAA has a long

standing performance committee to monitor agency strategic
goals. This committee provides monthly progress reports to
the Administrator of the status.

Using the performance committee structure and existing
strategic goals, FAA developed a specific enterprise risk
management implementation plan for OMB Circular A-123
that identified a governance approach and a Chief Risk
Officer. Each year now, with approval from our Enterprise Risk
Management Board and our Chief Risk Officer, we submit a
risk profile to the DOT for inclusion in the department-level
risk profile that is submitted to OMB.

Payment Integrity

The Payment Integrity Information Act of 2019 (PIIA) requires
federal agencies to annually report information on improper
payments to the President and the Congress. The PIIA spells out
a systematic approach by which the federal government must
address a difficult and often complex problem. Paying billions of
dollars every year, the federal government cannot afford to be
at risk of improper payments. In addition, OMB Circular A-123,
Appendix C (last updated June 26, 2018), provides government-
wide guidance for preventing and recovering losses.

The purpose of these regulations and guidance is to improve
agency efforts to reduce and recover improper payments.
Specifically, PIIA requires agencies to identify and estimate their
improper payments, conduct payment recovery audits, reuse
recovered improper payments, and report compliance actions.

In simple terms, an improper payment is any payment that
should not have been made at all, was paid in the incorrect
amount (overpayments or underpayments), was paid to an
ineligible recipient, or was for an ineligible good or service. It
is important to note that payments made without complete
supporting documentation are also considered improper
payments.

Under the PIIA, agencies are required to assess all programs
and financial activities in order to identify those that are most
susceptible to improper payments. This risk assessment allows
agencies to identify and focus on areas that have the potential
for significant improper payments.

OMB defines significant improper payments as those payments
exceeding both $10 million and 1.5 percent of total program
payments, or exceeding $100 million. The FAA's FY 2020 PIIA
review did not identify any programs or activities with potential
for significant improper payments, as determined by OMB.
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Federal Managers’ Financial Integrity
Act Assurance Statement

Fiscal Year 2020

The FAA is responsible for managing risks and maintaining effective internal control and financial
management systems that meet the objectives of Section 2 and Section 4 of the Federal Managers’
Financial Integrity Act. This includes conducting assessments to determine the effectiveness of internal
control and conformance with financial system requirements. The FAA conducted its assessments in
accordance with OMB Circular No. A-123, Management’s Responsibility for Enterprise Risk Management
and Internal Control, Appendices A and D.

The FAA's assessments considered the effectiveness of internal control over operations, financial
reporting (which includes safeguarding of assets), and compliance with applicable laws and regulations.
The objectives are to ensure:

® Effectiveness and efficiency of operations
® Reliability of reporting for internal and external use

® Compliance with applicable laws and regulations

Based on the results of this assessment, the FAA can provide reasonable assurance that its internal
control over operations, financial reporting, and compliance were operating effectively as of
September 30, 2020. No material weaknesses were found in the design or operation of internal control
over financial reporting.

The FAA also assessed its financial management systems’ conformance with financial system
requirements, in accordance with the requirements of OMB Circular No. A-123 Appendix D. Based

on this assessment, the FAA can provide reasonable assurance that its financial management systems
conform to these requirements and no material non-conformances or instances of noncompliance were
identified.

STEVE DICKSON
Administrator
November 9, 2020
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MANAGEMENT'S DISCUSSION AND ANALYSIS

FINANCIAL MANAGEMENT
SYSTEMS STRATEGY AND
ACTIONS

Financial Management Systems
Strategy

The FAA's financial management systems strategy is based

on a framework called the Federal Enterprise Architecture,
which is recognized across the federal government as the best
practice for aligning business and technology resources to
achieve strategic outcomes. Achieving this in all areas of our
financial systems, including making it part of our organizational
design, entails ongoing focus and performance improvement.
Our financial management systems strategy can be divided
into five categories: Business, Applications, Data, Information,
and Services. A summary of each is provided below:

Business. Continues to transition to increasingly centralized
management of financial information to optimize efficiency,
transparency, and consistency.

Applications. Decreases the number of financial management
applications being used by the agency via a financial systems
modernization program.

Data. Implements a financial data management roadmap and
stewardship council to govern the use and sharing of FAA
financial data as a common asset.

Information. Builds an FAA-wide financial data “warehouse” to
increase the consistency of reporting while maintaining each
organization’s ability to meet individual core mission business
reporting requirements.

Services. Defines and delivers shared operational and
infrastructure services for the FAA’s multiple financial systems.

Systems Critical to Financial
Management and Actions

The FAA is working with DOT to consolidate and modernize
its financial management systems and streamline processes
and financial reports. Maintaining fewer systems will enable
the FAA to operate more efficiently by having fewer points of
data entry, fewer systems to reconcile with the official sources
of the data, and fewer systems on which to train employees.
Below is a summary of the systems critical to FAA’s financial
management and the actions and improvements that are
recently completed, underway, or planned for each.

Accounting. DELPHI is an Oracle web-based financial
management system and is integrated with the Procurement
Information System for Management (PRISM), which is
discussed below. DELPHI supports the agency’s business
objectives; reduces program exposure to various sources of risk;
automates, streamlines, and standardizes financial processes;
and provides accurate financial results. The following are some
highlights of DELPHI'’s features and benefits:

® One system and one set of books shared by all FAA
regions, centers, and headquarters.

® Ability to share and extract information and data from a
common source.

® Accurate financial statements produced directly from the

system.
® Streamlined business processes.

® Accurate and timely information available to management
for decision-making.

® Flexibility for program and accounting managers to report
financial information.

® Clear lines of responsibility and accountability on
projects that improve FAA's ability to measure program
effectiveness.

® Accurate cost and lifecycle asset valuations.

Acquisition. PRISM is the official internet-based system for
procurement processing for the agency. PRISM supports

the entire procurement life cycle, including generating and
maintaining procurement documentation and contractor award
information. PRISM interfaces with the agency’s accounting
system, DELPHI, using Oracle/Compusearch Integration (OCl)
software. In FY 2021, PRISM will be upgraded to version 7.4.
This software upgrade will provide a more efficient interface
with vendors, allow for easier upgrades in the future and the
elimination of the OCl interface with DELPHI. The interface
with DELPHI will be transitioned to a service-oriented
architecture where services are provided to PRISM and other
components in a more common and efficient manner.

Travel. E2 Solutions is FAA's online travel system. It
provides end-to-end travel approval, booking, and expense
management capabilities. In FY 2020, E2 Solutions

was modernized to synchronize reservation and ticket
data and add new system validation rules to ensure that
reimbursements are compliant with financial policy.
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FAA CHALLENGES STUDENTS TO BUILD VIRTUAL AIRPORTS

FAA's Science, Technology, Engineering, and Math (STEM)
Aviation and Space Education (AVSED) Program has been
an integral part of FAA outreach and the national education
system for decades. The program was established to
expose students to aviation and aerospace careers and to
promote STEM education. With the support of numerous
partners in the public and private sectors, we reach out to
students around the world so they can learn more about
civil and commercial aviation as well as the critical role that
science, technology, engineering, and math plays in a young
aviator’s future.

As a way to continue our STEM AVSED Program when
in-person meetings and events were cancelled because

of COVID-19, FAA created a totally virtual educational
experience by challenging students to build a model airport
using a popular internet game, Minecraft. Over six weeks,
more than 800 students worked individually or in small teams
receiving weekly instruction from FAA staff who specialize in
specific areas of airport construction and design. The STEM
AVSED Airport Design Challenge aimed to educate and inspire
K-12 students and teach them more about airports and the

role they play in the national airspace system. Over 350 teams
from across the world participated, putting over 5,000 hours
into the project.

At the contest’s conclusion, a panel of FAA staff assessed and
scored each entry, considering technical accuracy, creativity,
innovation, and demonstrated knowledge. Winners were
selected for their work and received
medals; and all students who finished
the Challenge received a certificate and
a lanyard. Every student walked away
with STEM-based applied knowledge in
math and engineering, as well as career
development skills.

STEM AVSED
Airport Design
Challenge

Learn more about the STEM AVSED Airport
Design Challenge at https://medium.com/
faa/the-faa-is-challenging-kids-to-build-
airports-on-minecraft-d72b12aefb40, and
watch a short YouTube video, at https://
www.youtube.com/watch?v=kA3bhELdYzA
&list=PL5vHkqHi51DQJJys5VbHMS1JWpq
Geb-yc, about the Challenge. 0

YouTube video
about the
Challenge

E ¥ .'..' .'-.. ;

Side-by-side view of a student-designed airport from the STEM AVSED Airport Design Challenge, and an actual photo of Clinton Municipal Airport in Clinton
County, IA.
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Employees/working on ¢ ercia . ctivities opace Operations Group room at the FAA's Command Center. FAA photo.
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PERFORMANCE MEASURES
OVERVIEW

I n this section, the FAA discusses its achievements in
addressing our 17 performance measures.

In FY 2019, the FAA updated its strategic plan, establishing
new strategic goals for FY 2019 through FY 2022 that align
with the Department of Transportation’s strategic plan. The
FAA’s strategic plan describes general and long-term goals
the FAA aims to achieve and the actions it will take to realize
those goals. The plan can be found here: https://www.faa.
gov/about/plans_reports/media/FAA_Strategic_Plan_Final_
FY2019-2022.pdf

The long-term goals described in the strategic plan inform
the annual measures included in this year’s Performance and
Accountability Report. While some of these measures were
also published in last year’s report, several have been revised,
and others are new measures. Each of the annual measures
follow a specific strategic goal:

® Safety: Reduce civil aviation and commercial space
transportation-related fatalities and serious injuries.

® Infrastructure: Invest in aviation infrastructure to
ensure safety, mobility and accessibility, and to stimulate
economic growth, productivity, and competitiveness for
American workers and businesses.

® |nnovation: Lead in the development and deployment of
innovative practices and technologies that improve the
safety and performance of the nation’s aviation system.

100 YEARS OF FLIGHT SERVICE

August 20, 2020 marked the 100th anniversary of Flight Service
and the creation of what has become the modern FAA.

Visit https://www.faa.gov/about/history/fs100/ to
learn more about Flight Service and modernization
initiatives, and to explore the interactive timeline.

® Accountability: Serve the nation with reduced regulatory
burden and greater efficiency, effectiveness, and
accountability.

In the pages that follow, we provide FAA's FY 2020
performance targets; a discussion of our FY 2020
performance; and, when available, up to five years of historical
trend data. We have also prepared a graph of performance

measures when appropriate.

In FY 2020, we met 16 of the agency’s 17 performance
measures. The measures for which the data provided are
preliminary is noted.

Although in some cases FAA achieved a result this year

that was significantly better than the target, we did not
change our targets to reflect the prior year’s result. Annual
performance is subject to greater variability than long-term
performance. Over time, short-term trends tend to balance
out and the long-term view provides a more accurate picture
of agency performance. Moreover, some annual targets use
data acquired over a multi-year period. The targets used in
this section have been set to measure the FAA's performance
in meeting long-term goals. To see performance metrics that
align with the Department of Transportations' priorities, see:
https://www.performance.gov/transportation/.

We also include a discussion on page 70 of how our
performance data is verified, deemed complete, and reliable.

FlightService

1%

One Hundred Years
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PERFORMANCE RESULTS

SAFETY

Reduce Aviation and Commercial Space Transportation-Related Fatalities and Serious Injuries in Commercial and

General Aviation.

FY2017 | FY2018 | FY2019 | FY2020 @ FY 2020
Performance Measure Results | Results | Results Target Results

Commercial Air Carrier Fatality Rate*
Reduce the commercial air carrier fatalities per 100 million

1 2
persons on board by 50 percent over 18-year period — g 03 01 06 = L7 v
FY 2008-2025. Target for FY 2020 is 5.7.
Commercial Surface Safety Risk Index New New
Manage the weighted surface safety risk index at or below 0.35 ATO measure | measure 0,094 0.35 0,029 /
per million airport operations for commercial aviation. FYfS[;m FYfZO(rH g
Non-Commercial Surface Safety Risk Index New New
Manage the weighted surface safety risk index at or below 0.60 ATO measure | measure 0532 0.60 0.220° /
per million airport operations for non-commercial aviation. FYfg[;19 FYfZO(;1 g
Hazard Risk Mitigations
Implement 75 percent of approved mitigation activities in N o o o o
association with ATO's Top Five identified trending safety issues A0 9% 89% %% e 55 v
in the national airspace system.
General Aviation Fatal Accident Rate*
Reduce the general aviation fatal accident rate to no more than 2
0.89 fatal accidents per 100,000 flight hours by 2028. FY 2020 A 083 087 0.94 Uer Ul v
Target: 0.97.
Commercial Space Launch and Reentry Safety
Ensure there are no fatalities, serious injuries, or significant
property damage to the uninvolved public during licensed or AT 0 0 0 Y Y v
permitted space launch and re-entry activities.
* This performance measure supports a DOT Agency Priority Goal. v Target met X Target not met

1 Preliminary estimate. National Transportation Safety Board will confirm in March 2021. We do not expect any change in the result to be significant enough to alter

our year-end status of achieving the target.

2 Preliminary estimate. National Transportation Safety Board will confirm in March 2022. We do not expect any change in the result to be significant enough to alter

our year-end status of achieving the target.

3 Preliminary estimate until the final result becomes available in March 2021. We do not expect any change in the final result to be significant enough to alter our

year-end status of achieving the target.
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Commercial Air Carrier Fatality Rate

Reduce commercial air carrier fatalities per 100 million persons on board by 50 percent over an 18-year period (FY 2008—FY 2025).

FY 2020 Target No more than 5.7 fatalities per 100 million persons on board.

FY 2020 Result 0.7

(Preliminary estimate until the final result can be confirmed by the National Transportation Safety Board (NTSB) in March 2022).

Public Benefit As fatal air carrier accidents have declined in terms of average fatalities per accident, this metric reflects FAA's commitment to making air

travel even safer.

This metric for commercial aviation includes both scheduled

and non-scheduled flights of U.S. passenger and cargo carriers.

It excludes on-demand (i.e., air taxi) service and general
aviation. Accidents involving passengers, crew, personnel, and
the uninvolved public are all included. Of particular relevance
this year is that this metric is a rate. Since the target is
fatalities per persons on board, the level of safety is the same
regardless of the number of flights in the air.

The FAA's long-term goal is to reduce the number of fatalities
in commercial aviation by 50 percent by 2025, to 4.4 fatalities
per 100 million persons on board from a baseline of 8.9 that
was established during the 1997-2006 timeframe. The annual
targets were calculated to reflect a linear reduction over the
18 year period from 2008 to 2025.

In FY 2020, with a result of 0.7 fatalities per 100 million
people on board, the FAA was successful in achieving its
target. Commercial aviation has remained very safe over
the past year, with less than one out of every 100 million
passengers not safely reaching their destination. Aviation

is one of the safest forms of transportation and the FAA
strives every year to maintain this distinction. Our success
is attributed in part to FAA's establishment of safety-critical
regulations and our mandate for air carriers to implement
safety management systems. Also critical is the Government-
aviation industry partnership established in 1997 to reduce
fatality risk in commercial aviation called the Commercial
Aviation Safety Team.

Safety Management Systems

Our commercial safety record indicates the agency has
successfully addressed the majority of known system hazards
that contribute to accidents or incidents. However, the agency
must identify and reduce risks before they lead to an accident
or incident. For this reason, the FAA continues to work with
aviation industry stakeholders to establish and implement
safety management systems that help identify and reduce
risks within their operations and in the nation’s airspace.

COMMERCIAL AIR CARRIER FATALITY RATE

Fatalities per 100 million persons on board

8
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1 Preliminary estimate; NTSB will confirm in March 2021. We do not expect any change in the
result to be significant enough to alter our year-end status of achieving the target.

2 Preliminary estimate; NTSB will confirm in March 2022. We do not expect any change in the
result to be significant enough to alter our year-end status of achieving the target.

* Actual results in this area indicate successful performance.

A safety management system is a series of formal systemic
processes and procedures that everyone in an organization
follows to enhance safety. The processes include evaluating
data from airline and airport operations in a structured
approach. Operations data can help identify patterns and
trends that could possibly lead to a problem. Evaluating this
information enables the industry to take action before there is
a problem. A safety management system does not replace FAA
oversight or inspections, but it does help foster a strong safety
culture within the aviation community.

With these systems in place, the FAA and the aviation industry
work together using a proactive approach that continuously
improves aviation safety. The goal of safety management
systems is to prevent accidents from happening and reduce
incidents as much as possible.
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PERFORMANCE RESULTS

Commercial Aviation Safety Team (CAST)

Our success in commercial aviation safety is due in large part
to the aviation industry and government investing in safety
enhancements that reduce fatality risk in commercial air travel
in the United States. The CAST brings together representatives
from government, pilot and air traffic controller associations,
airlines, airports, and aviation manufacturers to analyze data,
identify top safety concerns, and implement interventions to

THE U.S. HAS
5 3 MILLION
ow) SQUARE MILES 4((

OF DOMESTIC AIRSPACE

AND 24 l MILLION
o B SQUARE MILES
OF OCEANIC AIRSPACE

- -

Photo taken pre-COVID-19 at a baggage claim area. Photo by Boarding1Now/iStock.

address fatality risks. The work of the CAST, along with new
aircraft regulations, and other activities, continues to have a
positive impact on reducing the fatality risk for commercial
aviation in the United States.

The CAST has developed over 100 safety enhancements to
date. The last 22 enhancements were based on non-accident
data, demonstrating its progress from reactive safety
enhancements to proactive risk mitigation. The CAST has
developed an integrated, data-driven strategy to reduce the
commercial aviation fatality risk in the United States. To learn
more about the CAST, please visit https://www.faa.gov/news/
fact_sheets/news_story.cfm?newsld=23035.

Regulations

On February 25, 2020, the Pilot Professional Development
final rule was published in the Federal Register. This rule
requires all air carrier captains to receive leadership and
command training, as well as mentoring training so that they
may effectively mentor first officers. Also, the FAA continues
its work on proposed regulations that will strengthen the flight
duty and rest requirements for pilots and flight attendants.

o
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Commercial and Non-Commercial Surface Safety Risk Index

FY 2020 Target Commercial:

Manage the weighted surface safety risk index at or below 0.35 per million airport operations for commercial aviation.

Non-Commercial:  Manage the weighted surface safety risk index at or below 0.60 per million airport operations for non-commercial

aviation.

FY 2020 Result Commercial: 0.029

Non-Commercial:  0.220

(Preliminary estimate until the final becomes available in March 2021).

(Preliminary estimate until the final becomes available in March 2021).

Public Benefit The Surface Safety Metric represents potential for fatal accidents on the runway or taxiway surface. A reduction in the Surface Safety
Metric score is an indication of overall safety performance improvements for the flying public in the surface environment.

The Commercial and Non-Commercial Surface Safety Risk
Index measures the overall safety performance of the runway
environment. It includes all manner of operations, aircraft,
vehicles, and pedestrians that occur in that environment.
“Surface accidents and incidents” include runway collision
accidents, runway excursion accidents, taxiway collision
accidents, runway incursion incidents, runway excursion
incidents, and taxiway surface incidents. We define operations
as total takeoffs and landings. Commercial operations are
defined as operating under federal aviation regulations parts
121, 129, and 135. All other operation types are considered
non-commercial.

Both metrics are based on a risk index score calculated by
applying a score to each surface event based on its proximity
to a fatality, with a fatal injury having a score of 1.0. The
total of all scores is then divided by one million operations.
The FAA's FY 2019 Performance and Accountability Report
included the Surface Safety Risk Index for Commercial
Operations. For FY 2020, the FAA is also including the Surface
Safety Risk Index for Non-Commercial operations to provide
a more complete representation of the surface environment.
The Surface Safety Risk Index remains well below target for
both the commercial and non-commercial metrics.

The FAA has made significant progress in improving runway
safety at U.S. airports over the past 15 years by working with
the aviation community on education, training, and airfield
improvements such as improved marking and lighting. In July
2015, the FAA initiated the runway incursion mitigation (RIM)
program to address runway/taxiway intersections with high
incidence of runway incursions due to nonstandard airport
layouts. Airports use a combination of strategies to improve
these intersections, such as changes to the airport layout, lights,
signs, markings, and operational procedures. These strategies
reduce the likelihood of pilot confusion and ultimately have a
direct impact on reducing runway incursions. To date, the RIM

FISCAL YEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT

program has mitigated 58 locations with 15 projects completed
in FY 2020. The monitoring of mitigated RIM locations
continues over time to determine if mitigation efforts were
successful and if additional mitigation is necessary.

The FAA has also worked to mitigate the impacts of runway
excursions by improving runway safety areas (RSAs) at
commercial service airports. An RSA is a paved or graded
surface around the runway that reduces the risk of damage
or injury in the event of a runway excursion. For example, in
July 2013, Asiana Airlines Flight 214 landed short on Runway
28L at San Francisco International Airport. Although the
aircraft sustained severe damage, a majority of those on board
the aircraft survived with many being able to walk away due
to an RSA improvement that provided 600 feet of available
“undershoot” before the runway.

In December 2018, a Southwest Airlines Boeing 737-700 with
112 passengers and 5 crew landed but overran the end of the
runway at Hollywood Burbank Airport. The aircraft came to

a stop in the Engineered Material Arrestor System (EMAS) off
the end of the runway. There were no injuries and the aircraft
sustained only minor damage. EMAS is a length of crushable
material placed at the end of a runway that is light enough

to allow aircraft tires to sink into it and slows an aircraft that
overruns the runway to a stop. Many airports were built
before the current 1,000-foot RSA standard adopted in the
1980's. In some cases, it is not practicable to achieve the full
standard because land is not available. However, EMAS can
help achieve a comparable level of safety. Currently, EMAS
products are installed at the end of 115 runways at 66 U.S.
airports. To date, EMAS safely stopped overrunning aircraft
in 15 incidents. These incidents involved a total of 406 crew

members and passengers.

To learn more about runway safety, please visit: http://www.
faa.gov/airports/runway_safety/
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PERFORMANCE RESULTS

Hazard Risk Mitigations

FY 2020 Target Implement 75 percent of approved mitigation activities in association with the Air Traffic Organization (ATQ's) Top Five identified trending

safety issues in the national airspace system.

FY 2020 Result 85 percent of approved mitigation activities (Preliminary estimate until final becomes available October 2020).

Public Benefit The adoption of this metric benefits the public by identifying and reducing trending safety issues within the national airspace.

The hazard risk mitigation effort utilizes safety data to identify
growing safety risks in the national airspace system. These
risks are grouped into issues, with the top five identified issues
establishing the target for the hazard risk mitigation metric.
Once identified, these issues go through a cycle of developing
mitigation activities to address the issue, monitoring the
activity’s implementation, monitoring the impacts of the
activity, closing out the issue once it is no longer a growing
safety concern, and, finally, replacing it with a new issue. This
process ensures that the FAA is taking a proactive stance in
constantly analyzing data to identify and mitigate growing
risks before they become systemic problems.

During FY 2020, the FAA removed Operational Risk
Management coordination from the initial top five after
showing significant improvement on this issue. In its place, the
FAA added Notices to Airmen (NOTAMs) as the new issue. The
revised five identified issues for FY 2020 are:

® Altitude Compliance: Aircraft operating at unexpected or
unintended altitude

® Traffic Advisories/Safety Alerts: Conflict between aircraft
becomes imminent because a traffic advisory and/or safety
alert was not issued

® Pilot Report Solicitation/Dissemination: Pilots do not
receive pilot reports of weather encountered in flight

® Wrong Surface Landings: Aircraft lands or attempts to land
on the wrong surface

® Notices to Airmen (NOTAMs): Ensure NOTAMSs are
standardized and easily understood

For FY 2020, the ATO identified and approved 78 mitigation
activities across these top five trending issues, with the goal to
implement 75 percent, or at least 59 of the 78 activities. The
FAA surpassed this goal by implementing 85 percent of the
identified mitigation activities.

HAZARD RISK MITIGATIONS
Implement 75 percent of approved mitigation activities

in association with ATO's Top Five identified trending
safety issues in the national airspace system
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While COVID-19 has impacted the accomplishment of some
Top Five program activities, it has not prevented the FAA from
developing new methods to work around these unforeseen
circumstances. These issues have been tasked to safety
issue teams composed of FAA personnel and support staff,
labor organizations, and industry partners that usually travel
and work in close proximity to accomplish their mission.
This year, the FAA achieved planned mitigation activities by
implementing virtual communication and team flexibility. In
FY 2020, despite the COVID-19 public health emergency,

all participants continued to demonstrate their commitment
to making our national airspace safer through continued
participation and collaboration.
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General Aviation (GA) Fatal Accident Rate

Reduce the GA fatal accident rate to no more than 0.89 fatal accidents per 100,000 flight hours by FY 2028.

FY 2020 Target No more than 0.97 fatal accidents per 100,000 flight hours in FY 2020.

FY 2020 Result  0.90

(Preliminary estimate until the final result can be confirmed by the National Transportation Safety Board (NTSB) in March 2021).

Public Benefit By tracking the rate of fatal GA accidents per flight hours, the FAA can more accurately identify trends that indicate a decrease or increase

in potential safety risks.

The United States has the most vibrant GA community in

the world, with more than 200,000 active aircraft, including
amateur-built aircraft, rotorcraft, balloons, and highly
sophisticated turbojets. The FAA is continuously working with
the greater GA community and industry to reduce the number
of general aviation fatalities.

In FY 2020, with a rate of 0.90 fatal accidents per 100,000
flight hours, we achieved our goal of not exceeding a rate of
0.97 fatal accidents per 100,000 flight hours. This equates

to less than one GA fatal accident for every 100,000 hours
flown. The FAA and the GA community have agreed that a GA
fatal accident rate, rather than the number of fatal accidents,
is a better performance metric because the rate reflects the
volume of GA traffic in the system. Using this metric allows for
an accurate comparison of GA safety across fiscal years and
geographic jurisdictions.

In FY 2020, the FAA continued to work with the General
Aviation Joint Steering Committee (GAJSC) on improving
general aviation safety. The GAJSC, formed by the FAA and
industry, uses a non-regulatory, proactive, and data-driven
strategy to improve safety. The GAJSC has developed 46
safety enhancements aimed at addressing the top causes of
fatal accidents. Of this total, 29 have been completed to date,
with six completed in fiscal year 2020. The enhancements
address engine failures, situations in which flight crews

are unable to maintain control of an aircraft in flight, and
controlled flight into terrain, which is unintentional collisions
with the ground, a mountain, or a body of water. The safety
enhancements include technological improvements, improved
education and training for both pilots and mechanics,
increased awareness of issues related to medications, and
outreach on a range of topics aimed at preventing loss of
control, controlled flight into terrain, and accidents related

to engine failures. The next GAJSC study will focus on
mechanical failures not related to engines.

GENERAL AVIATION FATAL ACCIDENT RATE

Fatal accidents per 100,000 flight hours
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1 Preliminary estimate; NTSB will confirm in March 2021. We do not expect any change in the
result to be significant enough to alter our year-end status of achieving the target.

2 Preliminary estimate; NTSB will confirm in March 2022. We do not expect any change in the
result to be significant enough to alter our year-end status of achieving the target.

* Actual results in this area indicate successful performance

As part of its strategy to reduce accidents, the GAJSC
reaches out to the general aviation community to educate
pilots and other stakeholders on the benefits of sharing
safety data through the Aviation Safety Information
Analysis and Sharing (ASIAS) program. Data submitted to
ASIAS is confidential, de-identified, and will not be used
for enforcement purposes. The goal is to assist the GA
community in reducing the number of fatal accidents by
looking for systematic risks that could potentially lead to
fatal accidents. The GAJSC has established training topics for
airmen based on GAJSC analysis of aircraft accidents.

The U.S. Helicopter Safety Team (USHST) is another
collaborative effort between the FAA and industry that has
approved and initiated 21 enhancements related to helicopter
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PERFORMANCE RESULTS

CROSS

CHECKyourR KNOWLEDGE

PRESERVING AIRPORTS DURING THE PUBLIC HEALTH
EMERGENCY: CARES ACT AIRPORT GRANTS

Many aspects of the United States economy depend upon
aviation. It enables business and leisure travel and the
delivery of time-critical goods and services. Aviation is
crucial to both domestic and international commerce, and
supports a broad range of government functions, from postal
service to emergency preparation and response.

When the COVID-19 public health emergency hit,

passenger air travel nearly disappeared. Air passenger
numbers plummeted more than 96 percent at the peak of
the emergency. While the system is recovering, passenger
demand is now down about a third from last year at this time.

With such a sharp reduction in passengers, U.S. airports
suffered corresponding losses in revenues. Airports rely

on revenue from airlines, passengers, and other sources to
continue operating. Their operating expenses include payroll
for the employees it takes to safely operate an airport (this
can be thousands of people for the largest airports) and to
pay debt service for capital improvement projects, including
projects completed many years in the past.

Airports cannot close even in the face of reduced passenger
demand because airplanes need a safe place (a fully operating
airport) to make an emergency landing at various points
along their flight paths. Moreover, during this public health
emergency, airports are even more critical for delivery of
cargo, including emergency medical supplies and personal
protective equipment for medical professionals, first

safety. The FAA is working with industry by supporting the
USHST safety enhancements that are designed to reduce fatal
accidents during flights in poor weather conditions and at low
altitudes. In addition, the USHST Outreach Program will focus
on the industry sectors with the highest percentage of fatal
accidents.

Safety outreach has played a major role in accident reduction
and continues to be a key element in our progress. To spread
safety awareness throughout the aviation community, the FAA

responders, and other critical workers. Thus, the continued
availability of airports is vital to the safety of aviation and our
nation.

On March 27, 2020, President Trump signed the CARES Act,
which included $10 billion for economic assistance to eligible
U.S. airports. This included all commercial service airports
and many publicly-owned general aviation airports. These
funds are fundamentally different from Airport Improvement
Program grants that are solely for capital development
projects. Airports can use their CARES Act funding for any
purpose for which airport revenue may lawfully be used,
including paying airport operating expenses and debt service.

The FAA established and launched the new CARES Act
funding program in record time. Just 18 days after enactment
of the CARES Act, Secretary of Transportation Elaine Chao
announced $10 billion in CARES Act grants for nearly 3,300
airports. The FAA issued the first executed grant agreement
14 days after that. And 14 days later (just 46 days after
enactment), the FAA processed its first invoices and money
started flowing to airports that desperately
needed it to fulfill their role in our aviation
system and service to the nation.

See an interactive map of CARES Act Airport
Grants, here: https://www.faa.gov/airports/
cares_act/map/ 0

CARES Act
Airport Grants

conducts live safety seminars and webinars throughout the
fiscal year. In addition, in response to requests coming from
the FAA website, the agency has sent over 850,000 email
notifications to airmen that include airmen notices and FAA
Safety Team blasts.
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Airports nationwide experienced major reductions in both aeronautical and non-aeronautical revenues, such as these closed restaurants at Phoenix Sky Harbor
nternational Airport in Phoenix, AZ. Photo courtesy of Poem’x Sky HarborInternational Airport/Phoenix Department of Aviation.
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Commercial Space Launch and Reentry Safety

FY 2020 Target = Ensure there are no fatalities, serious injuries, or significant property damage to the uninvolved public during licensed or permitted space

launch and reentry activities.

FY 2020 Result 0

Public Benefit The FAA' oversight of commercial space launch industry activities has resulted in no loss of life or public property damage.

In FY 2020, there were 33 licensed and permitted launches
and reentries, and the FAA was successful in maintaining our
perfect record of no fatalities, serious injuries, or significant
property damage to the uninvolved public during licensed

or permitted space launch and reentry activities. To date,

the FAA has licensed or permitted more than 425 launches
and reentries. The FAA oversees 12 active launch or reentry
sites (spaceports), and seven active safety approvals. Safety
approvals are issued by the FAA when a component, process,
service, or qualified person has been evaluated for safety
suitability and found to be qualified and within acceptable risk
standards when supporting or conducting a space activity.
Once approved, a component, service, or person does not
have to be reevaluated for every licensed activity.

The commercial space industry continues to grow at a
tremendous pace. Since 2012, licensing workload has increased
over 1,000 percent while FAA staffing associated with
licensing and permits has increased about 30 percent. To safely
accommodate this increase in space operations, the FAA is
promulgating new safety regulations and issued a Notice of
Proposed Rule-Making for Streamlined Launch and Reentry
Licensing Requirements for public comment in April 2019. The
final rule, part 450, is in final coordination and is scheduled

for publication in December 2020. This new rule is a complete
overhaul of how FAA licenses commercial space launches and
consolidates four prescriptive rules into one performance-
based standard. With performance-based regulations, the FAA
focuses on achieving results rather than trying to mandate the
specific processes or technologies used to achieve those results.

In addition to the growth of the industry, the complexity of the
missions coming to the FAA for approval continues to evolve
and change dramatically. This year, SpaceX completed ten
launches deploying over 780 space-based internet satellites in
their StarLink constellation that will provide worldwide internet
connectivity at a competitive price. The Office of Commercial
Space continues to prepare for an extremely dynamic

and rapidly maturing set of future missions, which include
orbital and suborbital space tourism, interplanetary travel,

COMMERCIAL SPACE LAUNCH ACCIDENTS
Number of fatalities, serious injuries, or significant property damage

to the uninvolved public during space launch and reentry activities

0 v/

| P | 0

a0 0 0 v
FY 2018 0 0 v
FY 2017 0 0 v
FY 2016 0 0 v
FY 2015 0 0 v

space-based internet services, commercial space stations, and
innovative new designs for traditional launch systems.

In 2020, private space companies entered a new realm of
commercial space transportation activities. In May, SpaceX
launched a Falcon 9 rocket carrying a Dragon capsule that
transported two astronauts from the National Aeronautics
and Space Administration (NASA) to the International Space
Station (ISS). This demonstration of crewed flight capabilities
culminated in a perfect reentry off Pensacola, Florida, and
was the first crewed spaceflight from the United States
since the retirement of the Space Shuttle in July 2011. This
milestone eliminated US dependence on high-cost Russian
transportation to the ISS. It was also the first time a private
company successfully transported humans to space. In

late 2020, SpaceX will launch an FAA licensed Falcon to
begin regularly-scheduled commercial space flights to the
ISS. In addition, Boeing continued its development of their
commercial capsule and is preparing for a demonstration flight
in early 2021. Two more firms continued final system testing
necessary to begin commercial “space tourism” flights and one
could begin commercially-licensed flights before the end of
2020. These missions were all conducted by private industry
under a license or permit from the FAA.

To view FAA's fact sheet on commercial space transportation
activities, please visit https://www.faa.gov/news/fact_sheets/
news_story.cfm?newsld=19074.
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INFRASTRUCTURE

Invest in Infrastructure to Ensure Safety, Mobility and Accessibility and to Stimulate Economic Growth, Productivity

and Competitiveness for American Workers and Businesses.

FY2017 | FY2018 | FY 2019 FY 2020 FY 2020
Performance Measure Results | Results | Results Target Results

Noise and Community Engagement Developed a
New New New
Collate the best practices from existing guidance measure | measure | measure | Ccommunity - clearly defined
documents into a corporate FAA community ATO for for for engagement  path to policy, v
engagement policy. Y2020 FY2020  FY2020 poliey | which is pending
publication
Noise and Community Engagement Proposed new
Continue to enhance community engagement, Noise Screening
including through improved noise screening tools. Updated  Updated  Updated Developh | ctodolegyant
Develop a requirements document for an updated APL measure | measure | measure requirements assessing Federal /
noise screening tool for for for d Cloud resources
: ocument X
FY2020 | FY2020  FY 2020 to inform
Implementation for
a new tool
FAA STEM AVSED Program Outreach
. o New New New

Formalize and grow the FAA's Science, Technology,

R - measure | measure ~ measure | Meetall three  All three targets
Engineering, and Math (STEM) Aviation and Space AHR for for for fargets met v
Education (AVSED) Program by completing the three FY 2020 FY 2020 FY 2020

targets identified.

NextGen Joint Implementation Plan Commitments
Achieve 80 percent of NextGen Advisory Committee

NextGAen Priorities Jo_lnt I_mplementauon Plan . ANG 92% 91.3% 100%! 80% 100% J/
commitments, excluding industry-controlled milestones,
within a calendar quarter of their scheduled dates and
within 10 percent of the planned cost.

Unmanned Aircraft Systems Waivers New

Maintain the average time for processing (approve measure

or deny) part 107 operational waivers at 40 days for A for 17 18 0 U 4
FY 2020. FY 2018

Identify Priorities from the ICAQ 40th Assembly
Identify outcomes from the International Civil Aviation

Organization (ICAQ) 40th Assembly and receive New New New %:;3}2;%3 ;ﬂf:;:}'gg
endorsement as necessary by the International Advisory . : ) '
o . measure | measure  measure receive |AB received |1AB
Board (IAB) within 90 days of the assembly conclusion, APL for for for endorsement endorsement v
andiimplementieniactoniplaniwhicnwillinglide FY2020  FY2020  FY2020 |implementation  implemented
regional and bilateral outreach, to promote, advance, plan action plans
and secure FAA's top objectives relating to safety, air
navigation, and emerging issues.
IT Risk Management and Information Systems
Security
Address 80 percent of Internet Protocol based high o o N o o
value risks within 30 days. Continue to provide gl 100% 100% 38% Gl L5 v
information to the Cybersecurity Steering Committee to
assure consistent risk acceptance decisions.
1 The result reported in the FY 2019 PAR was 97.5%. This was preliminary and has since changed because / Target met X Target not met

additional milestones were met after publication, but within the three-month window allowed.

FISCAL YEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT 53

S1TNS3d IONVINYO4H3d



Noise and Community Engagement

Develop a communication policy that sets in place procedures to address a wide range of concerns including aircraft noise that results in

better coordination and collaboration across FAA lines of business, staff offices, and stakeholders .

FY 2020 Target Target 1: Collate the best practices from existing guidance documents into a corporate FAA community engagement policy.

Target 2:  Continue to enhance community engagement, including through improved noise screening tools. Develop a requirements
document for an updated noise-screening tool.

FY 2020 Result Target 1:  These efforts resulted in formal training, operational guidance, and the establishment of teams that use clear communication

and repeatable processes. The agency has developed a clearly defined path to establishing a community engagement policy,

PERFORMANCE RESULTS

which will be formalized in the future.

Target 2:  FAA updated its Noise Screening Methodology and Implementation Documentation.

Public Benefit Target 1:

Greater consistency in FAA community engagement practices nationwide will improve community outreach, dialog, and

relationships resulting in better FAA rulemakings and policies tailored to each community's specific concerns.

Target2: A more consistent and documented noise screening methodology will aid the public’s understanding of the way FAA makes
environmental determinations for acceptable levels of aircraft noise that affect communities located near flight paths.

The FAA has taken an active leadership role in balancing
aviation safety, capacity, and efficiency with environmental
concerns (such as noise and air quality) for many years. This
has included leadership in reducing noise at the source through
quieter aircraft engines and airframe design; noise abatement
procedures (working to redirect flight-paths away from
noise-sensitive areas when possible); and noise compatibility
planning, which is a structured approach to collaboration
between airports, airlines, communities, and the FAA.

The FAA has also provided extensive technical support to
airport-led community noise roundtables, and conducts
extensive review of proposed changes in airport configuration
and flight paths to avoid, minimize, or mitigate noise impacts.

As the FAA continues to modernize and improve its air traffic
control system and other aspects of the national airspace, this
can result in new flight paths for aircraft. While improvements
in aircraft technology have reduced aircraft noise, changes

in flight paths can cause communities to become concerned
about noise. As part of our effort to address this issue, the
FAA enhanced our community engagement practices and
updated our noise screening methodology documentation.

Since 2016, the FAA has been working to further enhance
standardized, scalable, and repeatable community engagement
strategies and practices. The FAA continues to identify

where its previous efforts were effective, and which needed
improvement. These practices can be scaled up or down,
based on the types of concerns and the size of the community.

These strategies and priorities are currently being utilized

in 35 ongoing roundtable discussions around the country.
Roundtable discussions bring together members of the
public, select officials, and aviation industry representatives
who meet and discuss airspace modernization projects, the
expected benefits from them, and any potential impacts that
could result.

Complementing these roundtable discussions are community
workshops. Normally, the FAA utilizes in-person workshops
that bring together the local community to explain how their
local airspace works and how changes could impact them. But
with the challenges imposed by COVID-19 this year, the FAA
utilized on-line platforms to host a series of virtual workshops.
This involved taking best practices and procedures from in-
person workshops and developing new methods for applying
them in a virtual format. Examples include recording a
welcome message from the regional administrator, developing
a background on how our environmental protection specialist
approached the project and what the draft environmental
assessment found, and messages from subject matter

experts on the design team that worked in the local facilities.
This was followed by a live question-and-answer session
where community members could ask questions of FAA
personnel as well as airport sponsor/operators, air carriers,
the National Business Aviation Association and the Air Line
Pilots Association, International. The lessons learned from
developing these activities have been incorporated into formal
training and guidance. Our established matrix teams will use
these tools to further improve our outreach capabilities.
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In addition to these community engagement events,
the FAA has proposed an updated noise screening
methodology and is assessing implementation
options leveraging Federal Cloud Computing
resources, including the FAA's Enterprise Information
Management System. This will allow the FAA to
meet the increasing demands under the National
Environmental Policy Act, or NEPA, which requires
federal agencies to assess the environmental effects
of proposed actions before making decisions. To
comply with NEPA, the FAA gathers data and assesses
environmental impacts from proposed airport
alterations and airspace changes such as developing
new flight paths. These alterations can be complex,
and updating the FAA’s noise screening process

will help the agency to increase its efficiency and
transparency in determining the appropriate level of
environmental review needed for projects related to

aircraft noise.

Airliner over San Francisco Bay. Photo courtesy of Alaska Airlines.
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FAA STEM AVSED Program Outreach

FY 2020 Target Formalize and Grow the FAA's Science, Technology, Engineering, and Math (STEM) Aviation and Space Education (AVSED) Program by

completing the three targets identified.

Target 1:  Provide a STEM AVSED Strategic Plan spanning four years (FY 2021-FY 2024) that includes, but not limited to, STEM AVSED
programming integration across the FAA, targeted engagements, outreach activities, communication, and data collection.
Deliverable due to the Aerospace Workforce Steering Committee by September 10, 2020.

Target 2:  Create a program management office for STEM AVSED at FAA headquarters. Provide a recommendation on the
most appropriate location in the organization. Deliverable due to the Aerospace Workforce Steering Committee by

September 10, 2020.

Target 3:  Identify needed resource (people & funding) requirements for STEM AVSED program for FY 2021 and FY 2022. Deliverable due
to the Aerospace Workforce Steering Committee by September 10, 2020.

FY 2020 Result Target 1: Developed a four-year strategic plan.

Target 2. Designed a program management office that will reside in FAA's Office of Policy, International Affairs, and Environment (APL).

Target 3:  Identified the necessary resources/funding to meet emerging STEM workforce needs and envisioned a program that will
inspire, develop, and attract STEM -educated-talent.

Public Benefit The FAA's STEM AVSED Program is an integral part of the FAA's outreach to the public. The goal is to create opportunities for students of
all backgrounds to learn about and pursue aerospace careers. In addition, the FAA wants to identify and collaborate with key government,
industry, and academic organizations at national, regional, and local levels, and work closely with them to share resources and expertise
that support FAA STEM and aerospace education goals. The STEM AVSED program supports the strategic plan put forth in the Section 601
Youth in Aviation Student Outreach Report, completed in response to the FAA Reauthorization Act of 2018, Public Law 115-254.

In April 2019, in response to large forecasted workforce
shortages in critical aviation careers, as well as requirements
set out in the FAA Reauthorization Act of 2018, the FAA
established the executive-level Aerospace Workforce
Steering Committee (AWSC). The goal of the AWSC is to
ensure a pipeline of safety professionals that have the right
skills to meet the challenges of the aviation and aerospace
industry of the 21st century by collaborating closely with
key partners to inspire a passion for aviation in diverse
populations and by providing them with clear pathways to

aviation and aerospace careers.

The AWSC is addressing critical aspects of workforce
challenges through seven workgroups. They are:
Congressional Mandates; FAA Corporate Science, Technology,
Engineering, and Math (STEM) Aviation and Space Education
(AVSED); Regulatory Initiatives; Interagency Initiatives;
Strategic Communications; Diversity; and External Outreach.

For decades, the STEM AVSED Program has been an integral
part of the FAA’s outreach to the public. The STEM AVSED
Program was created in response to Public Law 94-353,

an amendment to the Airport and Airway Development

Act of 1970. Subsequent legislation has reinforced FAA’s
program, and most recently, the FAA Reauthorization Act of
2018 (Public Law 115-254) directed the FAA to mitigate the

anticipated shortage of aviation professionals, and inspire and
prepare youth to pursue careers in the industry. In light of
forecasted growth in aviation jobs and the number of aviation
employees reaching retirement age, opportunities exist to
expand outreach to today’s students as many lack awareness

of aerospace as a career path.

The STEM AVSED Workgroup under the AWSC was led by
two executives and consisted of 48 employees representing
all lines of business and staff offices. They were tasked with
developing an agency-wide STEM AVSED Strategic Plan,
identifying the resources needed to carry out the goals in
the strategic plan, and making recommendations for the
organizational structure needed to best accomplish the goals
set out in the plan. The formal report on all of these tasks
was presented to the AWSC in September 2020.

Strategic goals outlined in the plan include:
® Creating pipelines and pathways to aerospace careers,

® Providing STEM education for every student,

® Developing strategic partnerships to maximize benefits,
and

® Enhancing cross-agency collaboration to optimize the

program.
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FAA SUMMER INTERNS

The FAA’s Minority Serving Institutions Internship Program welcomed
110 interns — the highest number in FAA history — in the summer of
2020. Interning virtually, participants represented 77 unique colleges
and universities and 54 degree programs, from aviation and

engineering to law and marketing.

Read more about this year’s program at
https://medium.com/faa/faa-interns-go-digital-e2011ba9d5fc.

In addition, the agency increased its cadre of volunteer
STEM AVSED outreach representatives, who carry out
direct outreach to students, to over 1,500. Prior to the
public health emergency, the agency was able to engage
with over 62,000 students and educators through

over 500 events and venues. Many outreach activities
focused on reaching minority populations that are not
well represented in today’s aviation workforce. Our rate
of engagement far exceeded that in previous fiscal years.
Less than midway through FY 2020 we had reached
almost as many students and participated in as many
events as we had in the entire previous fiscal year.

While the public health emergency put a stop to
in-person outreach, it also provided an opportunity

to reevaluate what strategies best meet the needs

to develop the aerospace workforce of the future.
Immediate solutions such as the Airport Design Challenge
featured on page 41, were rapidly deployed, and
demonstrated the benefits to be gained from broadening
our outreach tools to include full use of virtual and digital
platforms.

In addition, the FAA began investigating the benefits

of establishing on-going relationships with schools and
students through the Adopt-a-School program, which was
piloted in five schools in underserved and diverse areas

in Maryland and the Dallas, Texas area. The pilot will
continue, with the goal of having a program by FY 2022
that can be replicated in schools across the country.

Student controllers in training, prior to COVID-19, at the FAA Academy in
Oklahoma City, OK. FAA photo.
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PERFORMANCE RESULTS

NextGen Joint Implementation Plan Commitments

FY 2020 Target = Achieve 80 percent of the NextGen Advisory Committee’s NextGen Priorities Joint Implementation Plan commitments, excluding industry-
controlled milestones, within a calendar-quarter of their scheduled dates and within 10 percent of the planned cost.

FY 2020 Result  100% (30 of the 30 commitments achieved).

Public Benefit Capabilities identified by the NextGen Advisory Committee as “high priority, high readiness” bring tangible, near-term benefits to users of
the nation’s airspace. NextGen is the modernization of the way airplanes are organized for flying in the air and taxiing on the ground, all
with the goal to make flying even safer, more efficient (getting to the destination faster using less fuel), and more predictable (more on-time
arrivals and departures). The public will reap the benefits from NextGen implementation by having an improved flying experience that has

less impact on our environment.

In September 2019, the Federal Aviation Administration
delivered the NextGen Advisory Committee NextGen
Priorities Joint Implementation Plan to Congress, which
outlined a plan to implement a number of high-priority
NextGen capabilities that will provide significant near-

term benefits to users of the national airspace. The plan is
updated every year and includes a three-year window of
joint implementation planning, implementation, and industry
commitments. This plan covers the 2019-2021 period.

In FY 2020, there were originally a total of 35 commitments
that were scheduled to be completed. Due to the COVID-19
impacts on the facilities and workforce, the Performance
Committee approved moving five of the 35 milestones to
FY 2021 and revising the number of commitments being
tracked for FY 2020 to 30. The FAA surpassed the target
for the year by delivering on all 30 NextGen priority joint

implementation plan commitments across the five focus areas:

multiple runway operations, data communication, surface and
data sharing, performance-based navigation, and addressing
concerns in the Northeast Corridor.

Multiple Runway Operations

Beginning in early 2019, the FAA committed to implementing
the consolidated wake turbulence standard (CWT) at eight
Terminal Radar Approach Control facilities (TRACONSs). These
facilities are responsible for tracking and guiding aircraft
within 30-50 miles of an airport and under 10,000 feet. A
single TRACON will be responsible for tracking aircraft at
several different airports at the same time. Combined, the
eight TRACONSs implementing CWT support 77 associated
air traffic control towers at different airports. Implementation
of CWT is planned to continue throughout the 2020 to 2021
timeframe. A benefits study to identify and understand the
effects of the implementation is being coordinated with
industry and the FAA. The long-term goal of CWT is to gain

a better understanding of wake turbulence encounters and

NEXTGEN JOINT IMPLEMENTATION PLAN
COMMITMENTS

Percent of commitments achieved within
schedule and cost parameters
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the effects of wake separation changes in the air space. The
FAA can utilize this information to enhance the safety of the
national airspace.

Data Communication

The use of data communications (Data Comm) for departure
clearances has grown steadily since the completion of the
baseline deployment in December 2016. Operations have
increased from approximately 17,000 per week in December
2016 to over 62,000 per week in late 2019 and early 2020.

A supplement to voice communications, Data Comm enables
controllers to text flight clearance and reroute instructions to
multiple aircraft rather than providing them verbally to each
aircraft, one at a time. In addition to significantly reducing
delays, fuel burn, and environmental emissions, the technology
is also enhancing safety.
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Moreover, the number of operators using Data Comm has more
than doubled, from 33 domestic and international operators in
December 2016, to 81 domestic and international operators as
of January 2020. The FAA, capitalizing on the success of the
operational roll-out of Data Comm, completed its deployment
at the original 55 airports 29 months ahead of schedule and
under budget. The budget savings enabled the FAA to deploy
Data Comm at seven more airports than originally planned and
at no additional cost. Again, leveraging the success of the initial
roll-out, the program finished deploying the full 62 towers 13
months ahead of its original schedule.

Performance-Based Navigation

Performance-based navigation allows the FAA to deliver new
aircraft routes and procedures that primarily use satellite-
based navigation and on-board equipment to navigate

with greater precision and accuracy. It provides a basis

for designing and implementing precision flight paths and
redesigning airspace near obstacles for increased access.

FAA implemented performance-based navigation for the
Cleveland Detroit Metroplex (the shared air space of these
close congested metropolitan areas). Performance-based
navigation had an immediate impact on flight delays at Detroit
Metropolitan Wayne County Airport, when evaluated during
the six-month period (June-November 2019) following
implementation. Total delays decreased 36 percent compared
to the 2012-2016 average, and the total delay minutes were
reduced 58 percent compared to the 2012-2016 average. At
Cleveland Hopkins International Airport, performance-based
navigation has increased flight efficiency by reducing the need
for aircraft to level-off during descent or perform a change

of heading. This increase in flight efficiency has reduced

fuel consumption by 1.8 million gallons (with corresponding
reduction in air quality impacts) thus far in the project.

On March 26, 2020, the FAA implemented 29 new and 15
revised navigation routes at Denver International Airport

and four satellite airports, including Centennial Airport, one
of the busiest General Aviation airports in the system. The
FAA also updated the fly-by-instrument arrival and departure
routes. This included reducing the fly-by-instrument arrival
routes from 16 to 8, thus simplifying approach procedures for
incoming aircraft. Post-implementation analysis is ongoing,
and initial reports from air traffic controllers and pilots show
a reduction in needed communications as well as increased

opportunities to fly routes that maximize fuel efficiency.

Northeast Corridor

The northeast corridor between Boston and Washington, DC
includes some of the busiest, most complex airspace in the
world. Delays in the northeast corridor account for almost
half of all delays in the entire national airspace, and since so
many scheduled flights go through the northeast corridor,
improvements in this area will affect the entire national
airspace. In the northeast corridor, the FAA is exploring the
multiple-airport-route-separation-concept — an effort that
would use satellite-based technology to improve flight paths
not just at one airport at a time, but at multiple adjacent
airports. By looking at a larger area of airspace, the FAA will be
able to improve access to runways for aircraft equipped with

the necessary navigation equipment.

Surface and Data Sharing

A key part of surface and data sharing is the system wide
information management (SWIM) program. This program is an
advanced technology program designed to facilitate greater
sharing of air traffic management system information, such as
airport operational status, weather information, flight data,

S1TNS3d IONVINYO4H3d

status of special use airspace, and national airspace system
restrictions. Success is most visible in increased industry
involvement and technology investments. More airlines have
connected to the FAA's traffic flow management data request/
reply service, allowing for the submission of new or additional
surface data elements. In fact, the FAA's airline outreach
efforts have resulted in the increased submission of new
surface data elements (e.g., earliest off block time). The FAA
has made a concerted effort to enhance airline involvement
in SWIM industry-FAA team technical meetings to help all
parties better understand the surface data elements and the
process —and benefits — of on-ramping to SWIM services.

THE FAA "7\‘
OPERATES

147 €

TERMINAL
RADAR APPROACH
CONTROL FACILITIES

(TRACONS)
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Unmanned Aircraft Systems (UAS) Waivers

FY 2020 Target Maintain the average time for processing (approve or deny) part 107 operational waivers at 40 days for FY 2020.

FY 2020 Result The average time for processing waivers was 17 days.

Public Benefit Maintain high levels of aviation safety while rapidly integrating new technologies into our airspace.

The FAA's Small UAS Rule, known as part 107 regulations,
outlines the parameters under which operators may fly small
unmanned aircraft, more commonly called drones. These
parameters include flying during the day, within visual line of
sight, within certain altitudes, and not over people who are not
directly participating in the operation. Operators may request
to fly specific drone operations not allowed under part 107

by requesting a waiver. These waivers allow drone pilots to
deviate from certain rules under part 107 by demonstrating
they can fly using alternative methods that still provide the

same level of safety.

Industry continues to develop more complex uses for UAS
beyond those allowed by the Small UAS Rule. These uses
range from operating a UAS at night, operating more than one
UAS at a time, and operating beyond a pilot’s visual line of
sight. The FAA receives thousands of requests for regulatory
relief in order to fly these types of missions through what

are called operational waivers. The FAA processed 5,177
waivers this fiscal year. The FAA set aggressive targets to build
upon recent gains in waiver processing times, with a target

to bring the average down to 30 days by FY 2022. This is a
significant improvement compared to the FY 2019 target of
processing operational waivers in no more than 45 days on
average. During FY 2020, the target has been achieved with
an average time of 17 days to process (approve or deny) part

107 operational waivers.

The FAA reduced the amount of time it takes to process
waivers through several efforts. The FAA established an
executive review board to provide direction and guidance

UNMANNED AIRCRAFT SYSTEMS (UAS) WAIVERS
Average time for processing operational waivers

m 40 days 17 days v/

209 45days 18 days v
FY 2018 50 days 17 days v

on risk acceptance for UAS operations, as well as to approve
complex waivers. The FAA also continued to develop and refine
the portal DroneZone. DroneZone is a comprehensive website
where UAS operators can register drones, access educational
materials, and submit waiver applications. It also provides

the FAA with a framework for managing all drone-related
information and applications. Because of the tools available
through DroneZone, the quality and accuracy of initial waiver
applications that operators submit were greatly improved. This
improvement in turn reduced the number of subsequent FAA
requests for information and streamlined the process.

The FAA's educational webinar series further improved the
quality of submitted waivers. These webinars help applicants
understand part 107 regulations, for example when they

need to seek waivers and how to demonstrate robust safety
assessments needed for waiver approval. The FAA expects the
number of complete applications that demonstrate sufficient
safety for flight beyond-visual-line-of-sight or operations over
people to significantly increase as the educational webinar
series progresses.
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Identify Priorities from the ICAO 40th Assembly

FY 2020 Target Identify outcomes from the International Civil Aviation Organization (ICAO) 40th Assembly and receive endorsement as necessary by the
International Advisory Board (IAB) within 90 days of the assembly conclusion, and implement an action plan that will include regional and
bilateral outreach to promote, advance, and secure FAA's top objectives relating to safety, air navigation, and emerging issues.

FY 2020 Result = The FAA successfully pursued the creation of the pilot training and licensing panel at ICAQ to improve global pilot training standards.
Priorities moving forward include the continued communication on safety incidents; development of a coordinated international response
to address cybersecurity concerns; and the continued provision of interagency leadership in response to the COVID-19 public health

emergency.

Public Benefit Enhancing safety for the flying public by shaping global aviation standards and exchanging best practices to improve aviation safety,

efficiency, and environmental sustainability.

The International Civil Aviation Organization (ICAO),

an agency of the United Nations, is recognized as the

global standards-setting organization for the civil aviation
community. ICAO not only guides the regulatory landscapes
of its 193 member states, it also provides the technical and
diplomatic framework needed to debate and resolve the
challenges involved in promoting safe and efficient air travel
across the globe.

The FAA plays a critical leadership role at every level of ICAQ’s
standards-setting process. This includes providing subject
matter experts for ICAO panels, committees, task forces, and
advisory groups. The FAA also provides a participant to the
Air Navigation Commission (ICAQ’s standing technical body),
which helps to ensure the technical excellence of ICAO’s work,
as well as the efficacy of the standards it promulgates.

This past year, the FAA communicated its most important
objectives related to safety, air navigation, and emerging issues
for discussion and consideration at the 40th triennial ICAO
assembly, held from September 24 to October 4, 2019. Even
before the Assembly, FAA was communicating these issues
and how to address them with international partners at ICAO
headquarters and elsewhere and in workshops across the globe.
This work culminated in the presentation of several papers

at the 40th Assembly. Broad agreement was reached on the
issues raised by the FAA that were considered during the ICAO
Assembly. The FAA's papers discussed the direction of aviation
safety, air navigation emerging issues such as supersonic
aircraft, drones, commercial space activities, and cybersecurity.

The International Advisory Board is comprised of FAA
executives who lead international activities and oversee
implementation of the FAA’s international strategy. With

the FAA using its plan to promote, advance, and secure top
priorities, the U.S. achieved several successes at ICAQ’s 40th

Assembly. The U.S. marshalled support for numerous aviation
safety issues, particularly pilot training. The FAA presented

a working paper on the need to improve global pilot training
standards that received overwhelming support by ICAO
Member States. As a result, ICAO agreed to establish the
personnel, training, and licensing panel to address global pilot
training standards. ICAO will solicit membership to the panel,
on which the FAA will participate.

In addition, the U.S. garnered support for several emerging
issues, including the aviation sector’s collective impact in
combatting human trafficking, and reinforcing the importance
of ICAO’s commitment to strengthened policies on ethics,
transparency, and accountability, with a focus on protecting
whistleblowers against retaliation.

The FAA demonstrated leadership within ICAO by responding
to emerging issues of national, regional, or global importance.
The FAA served as a communication conduit to ICAO
concerning the evolution of the 737 MAX issue, including the
FAA collaborative approach for its recertification and ultimate
return to service. In addition, FAA provided global leadership
in response to the COVID-19 public health emergency by
supporting ICAQ’s COVID-19 Aviation Recovery Task Force,
whose aim is to facilitate the return of non-essential air travel
and promote a harmonized set of measures aimed at reducing
COVID-19 transmission throughout the air travel process. The
FAA's Deputy Administrator served as the U.S. representative
to the COVID-19 Aviation Recovery Task Force. Supported

by subject matter experts from the FAA, the Departments

of Transportation, State, Homeland Security, and Health and
Human Services, the U.S. was instrumental in the development
of guidance that is practical, risk-based, consistent with known
medical standards, and considerate of the operational realities
confronting the global air transportation industry.
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IT Risk Management and Information Systems Security

FY 2020 Target Address 80 percent of internet protocol high value risks within 30 days. Continue to provide information to the Cybersecurity Steering

Committee to assure consistent risk acceptance decisions.

FY 2020 Result 100%

Public Benefit The FAA is undertaking multiple strategic and tactical initiatives in the development of a comprehensive and strategic framework to reduce
cybersecurity risks to the national airspace system, civil aviation, and agency information and information systems. Cybersecurity ensures
the availability, integrity, and usability of information systems for the flying public.

High value risks are threats and vulnerabilities to FAA's
infrastructure that could disrupt mission critical operations,
lead to inappropriate access, and destroy sensitive information,
including personally identifiable information —all of which
threaten national security. Cybersecurity vulnerabilities have
the potential to cause significant safety, economic, and social
impacts. The Information Technology (IT) Risk Management
and Information Systems Security measure ensures that the
FAA is well protected against persistent and evolving cyber
threats whether foreign or domestic, while recognizing an
effective response is required when incidents occur.

The FAA plays a crucial role in safeguarding cybersecurity
through management of the national airspace and other
mission critical systems for air transportation. Assuring

that FAA information systems —both operational and
administrative —are protected and secure reduces the risk
of potential threat damage and the compromising of aviation
safety-related information. Our national airspace system is a
critical part of the national infrastructure and a key resource
for which a cyber-attack could have economic, catastrophic,
and national defense impacts, compromising the safety of the
flying public and the international community.

The FAA Security Operations Center (SOC), a round-the-clock,
365 day a year operation, is the central reporting point for all
cyber events occurring within the FAA and Department of
Transportation (DOT). The SOC detects threats, attacks, and
weaknesses across all three FAA operating domains: Mission
Support; National Air Space; and Research and Development.

This performance target is a percentage that is calculated by
comparing the total number of internet protocol-based high
value risks addressed within 30 days to the total number of
internet protocol-based high value risks detected. In FY 2020,
the FAA identified and addressed 62 of the 62 (100 percent
success rate) internet protocol-based high value risks within 30
days from initial detection, thereby surpassing our baseline goal.

In addition, the FAA is evolving its risk-based approach to
computer network defense through participation in the

IT RISK MANAGEMENT AND
INFORMATION SYSTEMS SECURITY

Percent of Internet Protocol high-value
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* Actual results in this area indicate successful performance.

Continuous Diagnostics and Mitigation (CDM) Program, led

by the Department of Homeland Security. CDM capabilities
enable the FAA to increase network sensor capacity, automate
sensor collections, and prioritize risk alerts. The integration

of these new technologies protects FAA information and
information systems and enhances the capability to respond to
the ever-changing cyber threats.

To strengthen the U.S. civil aviation security posture, the

FAA is leading an effort with private and public aviation
entities to identify cybersecurity risks and develop mitigation
strategies across the aviation ecosystem. The primary
objective is to improve the resiliency of the aviation system by
facilitating information sharing about cyber risks with aviation
stakeholders. This effort enables FAA and its stakeholders
across the U.S. government (including the Department

of Homeland Security and the Department of Defense),
industry, and international partners to identify cybersecurity
vulnerabilities and prevent cyber-attacks that could disrupt the
safe and efficient operation of air travel.
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INNOVATION

Lead in the Development and Deployment of Innovative Practices and Technologies that Improve the Safety and

Performance of the Nation’s Aviation System.

FY 2018 FY 2019 FY 2020 FY 2020
Performance Measure Results Results Target Results

Unmanned Aircraft Systems Authorizations

Redesigned Redesigned = Redesigned

Process 95 percent of manual part 107 airspace authorizations  ATO measure for  measure for  measure for 95% 99.9% 7
within the 90-day timeline mandated by Congress. FY 2020 FY 2020 FY 2020
Unmanned Aircraft Systems Remote Identification New New New Issue RFI  RFl issued
Issue a Request for Information (RFl) that meets AVS  measure for measure for measure for that meets on J/
requirements outlined. FY 2020 FY 2020 Fy 2020 | "éduirements  March 17,
outlined 2020
 Target met X Target not met
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Unmanned Aircraft Systems Authorizations

FY 2020 Target Process 95 percent of manual part 107 airspace authorizations within the 90-day timeline mandated by Congress.

FY 2020 Result  Processed 99.9 percent of manual part 107 airspace authorizations within 90 days.

Public Benefit Maintain high levels of aviation safety while rapidly integrating new entrants into our airspace.

The FAA’s vision for fully integrating Unmanned Aircraft
Systems (UAS) into the national airspace entails UAS operating
side-by-side with manned aircraft in a safe and secure manner.
This vision goes beyond the accommodation practices in use
today, which largely rely on segregating UAS (commonly called
drones) from manned aircraft. As more uses for drones are
developed, the FAA is working incrementally to introduce UAS
into the national airspace, giving careful consideration to how
this introduction will affect the safety of people and property
both in the air and on the ground.

Part 107 airspace authorizations are permissions given by

air traffic control to use a specific airspace in a specific time
frame. If the UAS operator intends to fly in controlled airspace
the operator will need an authorization. The authorization
process ensures the specific use of that aircraft in the airspace
does not endanger other users of that airspace.

Two years ago, the FAA processed all part 107 airspace
authorizations manually. Given the fast growth of UAS, a
backlog of authorizations developed. The FAA then built and
rolled out the Low Altitude Authorization and Notification
Capability (LAANC) in order to automate some of the

more routine authorizations. LAANC provides near-real
time airspace authorizations to UAS operators utilizing
automated tools. An applicant simply uses an app to apply
for an authorization that then compares multiple flight data
sources to ensure there are no flight conflicts. LAANC then
immediately notifies the applicant whether they have been
approved. It will even let the applicant know if the applicant
is to notify the local air traffic control tower before flight.
However, all pilots must still abide by all airspace restrictions,

check the weather, and check all notices to airmen.

UNMANNED AIRCRAFT SYSTEMS
(UAS) AUTHORIZATIONS

95% within 99.9% within

e 90 days 90 days v
Average of Average of

R 45 days 19 days 4
Average of Average of

Bl 72 days 50 days v

As LAANC was rolled out to more locations, more of these
authorizations were processed in near real time, significantly
reducing the average. The FAA therefore has revised the
metric, which initially tracked the average time to process all
airspace authorizations, to focus only on processing the more
complex manual ones. For FY 2020, our goal was to process
95 percent of manual part 107 authorizations within the 90
days mandated by Congress. We were able to exceed that
goal by processing 99.9 percent of the nearly 32,000 manual
authorizations received. We were able to achieve this by
following a mature standard operating procedure to ensure
continuity and accuracy.

In FY 2020, LAANC approved nearly 141,000 airspace
authorization requests. While LAANC is extremely useful, it is
not suitable for every part 107 authorization, such as those for
new untested airspace requests, or if LAANC is unavailable in
the airspace the applicant would like to fly. Because of these
limitations to LAANC, many authorization requests will still
need to be processed manually. This manual processing will
likely continue for the foreseeable future.
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Unmanned Aircraft Systems Remote Identification

FY 2020 Target Issue a Request for Information (RFI) that meets requirements outlined.

FY 2020 Result The RFl was issued on March 17, 2020.

Public Benefit Information received from the RFI could potentially lead the FAA to encourage or facilitate voluntary participation of manned operators in
the Remote ID framework for the purposes of enhancing safety.

Remote Identification (Remote ID) is the capability that allows
an unmanned aircraft in flight to provide certain identification
and location information to people on the ground as well

as other airspace users. The remote identification of UAS is
necessary to ensure public safety and the safety and efficiency
of the airspace of the United States. Furthermore, remote
identification of UAS provides airspace awareness to the FAA,
national security agencies, and law enforcement entities. This
information could be used to distinguish compliant airspace
users from those potentially posing a safety or security risk.

In support of the development of the Remote ID capability,
the FAA issued an RFI that seeks participation from the
low-altitude manned-aviation community (agriculture
operators and helicopters) in developing remote identification
information technology applications. Issuance of the RFI

was one of the integral steps towards the development of

the remote identification framework. When used in tandem
with new technologies and infrastructure, this framework

will facilitate more advanced operational capabilities, such as
detect-and-avoid and aircraft-to-aircraft communications, that
support beyond visual line of sight operations. The information
collected will also assist in developing the necessary elements
for comprehensive UAS traffic management.

Wing delivers packages to homes in Christiansburg, VA. Wing/FAA photo.
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The FAA issued the RFl on March 17, 2020. The FAA will
analyze received responses and seek participation from the
low-altitude manned-aviation community on how to participate
in the UAS Service Supplier structure. The FAA has used

UAS Service Suppliers to great effect with the Low Altitude
Authorization and Notification Capability (LAANC). The UAS
Service Suppliers structure allows the FAA to tap industry to
develop large parts of a given capability, while retaining the
inherently governmental capabilities at the FAA. For example,
multiple providers develop applications that connect with the
core FAA system and allow the public to apply for airspace
authorizations. This innovative structure allowed for the fast

development and rollout of LAANC.

-

The Kansas Department of Transportation inspects power lines. KDOT/FAA
photo.
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ACCOUNTABILITY

Serve the Nation with Reduced Regulatory Burden and Greater Efficiency, Effectiveness, and Accountability.

FY 2017 FY 2018 FY 2019 FY 2020 FY 2020
Performance Measure Results Results Results Target Results

Major System Investments
Ninety percent of major baselined acquisition programs

must be maintained within ten percent of their current AFN 95.2%' 90.5% 75% 90% 65% X
acquisition cost, schedule and performance baseline as of
the end of FY 2020.
Unmodified Audit Opinion Unmodified =~ Unmodified  Unmodified
Obtain an unmodified audit opinion on the FAA's FY 2020 audit audit audit | dified  Unmodified
financial statements identified by external independent AFN opinion opinion opinion audit audit 7
auditors. wi w/no w/no opinion opinion
material material material

weakness ~ weakness ~ weakness

1 Corrected from 92% that was stated in the 2019 PAR.  Target met X Target not met
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Major System Investments

FY 2020 Target = Ninety percent of major baselined acquisition programs must be maintained within 10 percent of their current acquisition cost, schedule,

and performance baseline by the end of FY 2020.

FY 2020 Result 65 percent, 13 out of 20 major baselined acquisition programs performed within 10 percent of their acquisition cost, schedule, and

performance baselines.

Public Benefit The FAAS ability to keep acquisitions within budget and on schedule will allow for a timely transition of NextGen programs and other
new programs. The transition to NextGen and other new programs involves acquiring numerous systems to support precision satellite
navigation; digital, networked communications; integrated weather information; layered, adaptive security; and more.

The FAA’s ability to make investments in an efficient and cost-
effective manner is critical to the implementation of NextGen.
For this reason, the FAA established a performance measure
that tracks the agency’s success in maintaining its cost,
schedule, and performance baselines with regard to major
system investments. FAA defines major system investments
as FAA programs that have lifecycle costs greater than $100
million, or are key enablers of NextGen, or are classified as
being the most complex, highest risk, and will most extensively
change airspace operations. The FAA tracks and reports the
status of each program’s acquisition program baseline, using
an automated database. The data is used to convey program
status and performance information to senior executives for
purposes of program performance reporting, periodic reviews,
and decision making.

The target for each year has been to keep 90 percent of these
major acquisition programs within a 10 percent variance of
their cost, schedule, and performance goals. Up until last
year, the FAA had met this goal every year since its inception
in FY 2012. However, in FY 2019 the FAA did not achieve

the target due to the month-long government shutdown.

In FY 2020, the FAA did not achieve the 90 percent target
because of restrictions to FAA's work activities on these
programs due to the COVID-19 public health emergency.

In FY 2020, seven of the 20 programs tracked for this metric
exceeded the 10 percent threshold: Data Communications
Segment 1 Phase 2 (Data Comm S1P2) Initial Services;

Data Comm S1P2 Full Services; System Wide Information
Management (SWIM) Segment 2B; Terminal Flight Data
Manager (TFDM); En Route Automation Modernization
(ERAM) Sustainment 2 (S2); Time Based Flow Management
(TBFM) Enhancements 1 (E1); and Traffic Flow Management
System (TFMS) Enhancements 4 (E4). The first five programs
(Data Comm S1P2 Initial Services, Data Comm S1P2 Full
Services, SWIM Segment 2B, TFDM, and ERAM S2) have
schedule variances exceeding 10 percent primarily due to the

MAJOR SYSTEM INVESTMENTS
Percent of major baselined acquisition programs

within 10 percent of their current acquisition
cost, schedule, and technical performance
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* Actual results in this area indicate successful performance.

work restrictions associated with the COVID-19 public health
emergency that began in March of 2020. Data Comm S1P2
Initial Services and ERAM S2 already had existing schedule
variances due to the 2019 government shutdown. TFMS E4
has experienced contract issues resulting in a performance
variance exceeding the 10 percent threshold, while TBFM E1
has experienced programmatic and technical issues resulting
in a cost variance exceeding the 10 percent threshold.

Detailed information for each of the seven programs are as
follows:

® The Data Comm S1P2 Initial Services program has a
schedule delay of 19 months (25 percent). Seven months
of this delay is associated with the 2019 government
shutdown, while the additional 12 month delay is due to
COVID-19 work restrictions. The cost variance is under 10

percent.
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Hawaiian Airlines landing at Los Angeles International Airport. Photo by
MixMotive/Bigstock.

® The Data Comm S1P2 Full Services program has a schedule
delay of 12 months (13.6 percent). This schedule variance
is associated with the Data Comm Initial Services schedule
delay, causing a cascading effect on the Full Services
schedule due to the work restrictions caused by the
COVID-19 public health emergency. The cost variance is
under the 10 percent threshold.

® The SWIM Segment 2B program was within its baseline
prior to the work restrictions imposed by to the COVID-19
public health emergency. Because of COVID-19, the
program now has a schedule delay of 12 months
(16.9 percent).

® The TFDM program has a schedule delay of 20 months
(13.6 percent). Three months is associated with the 2019
government shutdown, while the additional 17 month
delay is due to COVID-19. The cost variance is under the
10 percent threshold.

® The ERAM Sustainment 2 program has a schedule delay
of 21 months (46.7 percent) associated with the 2019

FROM THE FLIGHT DECK

FAA's From the Flight Deck video series provides pilots with actual runway
approach and airport taxiway footage, combined with diagrams and visual
graphics, to clearly identify hot spots and other safety-sensitive items.

Find an airport on the map at

government shutdown, monitor and trackball issues, and
COVID-19 public health emergency. The cost variance is
under the 10 percent threshold.

® The TBFM E1 program has experienced programmatic
and technical challenges, requiring additional funding and
a cost increase of $32.5 million (17.3 percent). TBFM E1
is projecting a 15-month schedule delay (16.9 percent) as
well as a reduction in program scope (10.0 percent).

® The TFMS E4 program has a performance variance of
33.0 percent due to contract issues that resulted in the
reduction of scope.

The FAA will continue to implement standard best practices for
managing its programs. The FAA's investment-decision-making-
body, the Joint Resources Council (JRC), provides oversight

of acquisition programs through quarterly reviews to oversee
program budgets, schedules, and performance goals. The JRC
may take actions to address issues and provide guidance and
direction to acquisition programs as necessary, which may
include reviewing and approving program mitigation strategies
to minimize or eliminate further issues.

Reporting this performance measure ensures consistency with
the Air Traffic Management System Performance Improvement
Act of 1996. The Act requires the FAA Administrator to
terminate programs funded from the FAA's Facilities and
Equipment budget account that are more than 50 percent

over their budget, schedule, or performance goals, unless

the Administrator determines that termination would be
inconsistent with keeping safe and efficient the development
or operation of the national airspace system. In addition, the
law requires the FAA Administrator to consider terminating
any substantial acquisition that is more than 10 percent over its
budget, schedule, or performance goals.

https://www.faa.gov/airports/runway_safety/videos/

and see what the pilots see!
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Unmodified Audit Opinion

FY 2020 Target  Obtain an unmodified audit opinion on the agency's financial statements.

FY 2020 Result Unmodified audit opinion on the agency’s financial statements.

Public Benefit The public benefits by being assured, confirmed by independent auditors, that the consolidated financial statements of the FAA are

presented fairly in all material respects.

The unmodified audit opinion target is a critical indicator of
the financial condition of the agency because it independently
assesses the fair presentation of the FAA's financial
statements. In connection with that process, the unmodified
audit opinion considers the internal control over financial
reporting and compliance with laws and regulations that could
have a material impact on the financial statements.

In FY 2020, the FAA achieved this target by receiving an
unmodified audit opinion on its consolidated financial
statements. An unmodified audit opinion means that the
financial statements are presented, in all material respects, in

accordance with U.S. generally accepted accounting principles.

Achieving this measure is a signal to the public and Congress

Terminal at Ronald Reagan Washington National Airport, Arlington, VA. Photo by

Allison Ritman.
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that the agency is transparent and accountable in its use of
taxpayer resources. It requires every FAA organization to
be responsible for following accounting policy by entering
accurate and timely source data into the accounting system.

From the highest levels of the agency down, the financial
statements audit is a priority. Executive-level leadership
allocate resources where they are needed so that sound
internal controls operate routinely and effectively; audit issues
are resolved promptly; the integrity of data and business
system operations are ensured; and ongoing performance is
monitored. The strong emphasis on fiscal responsibility is the
most significant factor contributing to the achievement of this
measure.

View from the tarmac of Ronald Reagan Washington National Airport,
Arlington, VA. Photo by Sophie Smith/Unsplash.
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QUALITY ASSURANCE OF
PERFORMANCE DATA

Verification and Validation of
Performance Information

The FAA employs strong management controls to ensure the
accuracy, completeness, and timely reporting of performance
data. Because of rigorous internal and external reviews, the
FAA's verification and validation process produces performance
results in which agency managers, the Administrator, the FAA
workforce, and the public can be confident of.

The FAA has created a robust governance structure that

has oversight over the agency’s performance management
framework. In addition to internal verification and review by
the FAA, performance data is independently verified by the
Department of Transportation. Moreover, data from several
FAA safety performance measures, such as the Commercial
Air Carrier Fatality Rate, require independent verification

by the National Transportation Safety Board (NTSB) and the
Bureau of Transportation Statistics. Data for these measures
are not considered final until the NTSB completes its report on
each incident.

Completeness and Reliability of
Performance Data

The agency’s internal review processes support the integrity
of our performance data. At the beginning of each fiscal year
we update our performance measure profiles. These profiles
contain technical definitions for each measure, as well as
data source information, any potential statistical anomalies,
with a given measure, as well as completeness and reliability
statements. Where the criteria for targets have changed,

it is noted and the changes are explained. This robust level
of detail earns the FAA a high level of confidence from all

IN THE U.S.
THERE ARE

19,633

AIRPORTS

interested parties, internal and external, in the accuracy
of both the measures themselves and the results the FAA
publishes.

To supplement the performance measure profiles, the agency
annually conducts an internal review of the verification
processes used by all internal FAA organizations responsible for
collecting and reporting performance data. The agency'’s full
understanding of these processes allows it to provide complete
and definitive documentation of results at the end of the year.

Use of Data and Evidence in FAA
Decision-Making

Safety is the core of the FAA's mission and our top priority.
While the United States has the safest air transportation
system in the world, aviation is a complex and dynamic system
that will always include risks. To mitigate these risks and
improve the safety of air transportation, the FAA continually
monitors data to identify safety trends and conducts discrete
evaluations on threats to aircraft and aviation that include
fire, extreme weather, aircraft icing, lithium batteries, cyber
threats, bird strikes, and more. The data and evidence that
the FAA collects from this continuous monitoring, feedback
mechanisms from aviation partners, and testing of new
technologies and protocols are critical to informing the
agency’s decisions on regulations, guidelines, policies, and air
traffic control procedures.

Time-Based Launch/Reentry Procedures

and Dynamic Launch/Reentry Windows for
Commercial Space Launches

The Commercial Space industry is experiencing rapid growth
and innovation, challenging established launch and reentry
mission norms. The FAA's Air Traffic Organization is using data
and evidence to develop flexible procedures and capabilities
with the ability to respond to the changing needs of the launch
and reentry operator community. Time-based launch/reentry
procedures and dynamic launch/reentry windows are two
examples of how the FAA uses data to make decisions.

Launch and reentry operations in the national airspace have
historically operated on federal property and were managed
by the Department of Defense (DOD) and/or the National
Aeronautics and Space Administration (NASA), in support of
DOD and civil government missions. The airspace required for
these missions was also predominately managed by DOD and
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NASA. This airspace management structure
led to a model in which launches and reentries

were largely segregated from other users of
the nation’s airspace, leading to inefficiencies
and delays for the aviation community.

With the advent of private companies == h = = E T

. . = - ] Trawel is our deal. - kel
conducting their own launch and reentry S - intuarsrFIntEE e -alleglant;
operations, there is increased emphasis to - P —  — -
make these operations more efficient and ;
less costly. Working with federal personnel
at launch sites, nearby local airports, and
FAA Air Traffic facilities, FAA has developed

new procedures to accommodate commercial

launch and reentry operations. These

are called Time-Based Launch/Reentry Above: Allegiant Air Airbus airplanes taxi on the tarmac at Fort Lauderdale-Hollywood
Procedures (TBLP) and Dynamic Launch/ International Airport. Photo by Markus Mainka/Bigstock.
Reentry Windows. For example, TBLP Below: Photo courtesy of Blue Origin.

uses existing technology to allow air traffic
controllers to release aircraft from their
departure points, depending on how close
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they are to the hazard areas, earlier than with

the prior model of holding all aircraft. Both
procedures streamline commercial launch and
reentry operations, increase efficiency, and
reduce delays for other users of the airspace
while operations are taking place.

Due to the volume of activity operating
from the Cape Canaveral Air Force Station/
Kennedy Space Center (CCAFS/KSC), the
volume of air traffic along the east coast of
the United States, and the complexity of air
traffic operations near CCAFS/KSC, more
than 90 percent of the nation’s air traffic is
affected by a launch at CCAFS/KSC. FAA's
new launch and reentry procedures decrease
the time that airspace is restricted, thus
minimizing the negative effects on other air
operations.

The FAA created these new procedures by
establishing baseline information from past
launch activity at CCAFS/KSC. This data
was used to measure the airspace and route
impacts of the operations. Using this data,
the FAA developed preliminary metrics to
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demonstrate the effectiveness of TBLP. Launch effects have
traditionally been measured by determining the number of
aircraft directly affected by the launch hazard area. While
this is an important metric, it does not fully account for other
launch effects nor does it effectively account for impacts on
the whole national airspace system. The FAA will measure
future launch effects and changes resulting from TBLP.

Continuous Monitoring of Data

Commercial and General Aviation

The FAA continually monitors aviation data to identify trends,
make informed decisions, and address problems before they
result in an accident. This effort does not have a beginning
and end point like many FAA projects and requires continuous
vigilance to maintain safety.

The FAA's Aviation Safety Information Analysis and Sharing
(ASIAS) program gathers data from across government

and industry, including data from the FAA, members of the
general aviation community, commercial airlines, corporate
and business aviation operators, universities, aviation
manufacturers, as well as maintenance, repair and overhaul
organizations. Participants in ASIAS provide data on a
voluntary basis, knowing that information about potential
safety problems is shared with the FAA in a non-punitive
environment, and that proprietary information is protected.

The FAA participates in two groups that monitor ASIAS and
other available data to identify trends, to understand the
underlying reasons for safety risks, and to make important
safety decisions. The Commercial Aviation Safety Team
(CAST) brings together representatives from government,
pilot and air traffic controller associations, airlines, airports,
and aviation manufacturers to identify the top safety concerns
in commercial aviation and to implement interventions. The
FAA also participates in the General Aviation Joint Steering
Committee (GAJSC) with industry stakeholders such as
pilot organizations, flight instructors, mechanics, builders,
and manufacturers. Both groups issue voluntary safety
enhancements that, along with the development of new
aircraft technology, regulations, and other safety activities,
have substantially reduced aviation fatalities.

The FAA evaluates the effectiveness of its safety efforts,
including the safety enhancements issued by the CAST and

the GAJSC, by setting performance goals and monitoring
results. For example, the fatality risk for commercial aviation
in the U.S. fell by 83 percent from 1998 to 2008, and the FAA
aims to reduce the U.S. commercial fatality risk by another

50 percent from 2010 to 2025. This performance goal and
the work of CAST are discussed in more detail on pages
45-46. In addition, the FAA aims to reduce the general
aviation fatality rate by 10 percent from 2019 to 2028, with a
target of no more than 0.89 fatal accidents per 100,000 flight
hours by 2028. The work of the GAJSC is discussed in more
detail on pages 49-50.

Unmanned Aircraft Systems Safety Team
(UAST)

As Unmanned Aircraft Systems (UAS) have increased in number
and complexity, a new group was created to monitor safety
data from this new airspace entrant. Former FAA Administrator
Michael Huerta announced the creation of the Unmanned
Aircraft Systems Safety Team (UAST) in 2016 with its goal
being to ensure the safe operations of UAS into the national
airspace system through data-driven safety enhancements and
collaboration amongst the members of the UAS industry.

The UAS industry is very new, and many young and small
UAS companies do not yet have internal safety teams. Unlike
well-established airline manufacturers and operators, these
small companies do not have the resources to measure, train
for, anticipate, and simulate risks to their UAS or others in
the sky or on the ground, although they clearly recognize the
importance of safety. One early challenge for staffing the
UAST was finding people in these emerging companies who
had the time and expertise to devote to working on safety
issues. Despite early challenges, the UAST now consists of
60 members from the aviation and UAS industries who are
committed to the team’s mission.

Even with limited data to draw from, the UAST identified a
number of UAS safety issues to mitigate, including loss of
control, injury, and lack of a safety culture. UAST formed new
groups to examine each of these issues. Each group will create
a list of safety enhancements and evaluate how effective they
are at mitigating risk. With a limited number of accidents,
analyzing flight data will be crucial in determining root causes
of accidents. UAST is also developing a governance structure
for their team and a data collection strategy —a topic on which
they held a workshop this year with several UAST members.
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FAA ADMINISTRATOR COMPLETES BOEING 737 MAX FLIGHT

On September 30, 2020 FAA Administrator Steve Dickson
fulfilled his promise to pilot the Boeing 737 MAX before the
FAA approves the aircraft’s return to service. Administrator
Dickson’s flight took two hours and included a number of
scenarios to demonstrate the proposed software and design
changes to the aircraft’s automated flight control system.
Administrator Dickson, along with FAA Deputy Administrator
Dan Elwell, completed the new recommended pilot training
for the aircraft prior to the flight.

While this flight was an important milestone, a number of
key steps remain in the evaluation of Boeing's proposed

changes to the aircraft’s flight control system and training.
As we have stated throughout our work on the 737 MAX,

the agency is following a deliberate
process and will take the time it needs to
thoroughly review Boeing’s work. We will
lift the grounding order only after FAA
safety experts are satisfied that the aircraft

meets certification standards. 737 MAX

Press Release
Read more about the remaining tasks

in our press release, here: https://www.
faa.gov/news/updates/?newsld=95899.
And, hear an update on the 737 MAX
directly from Steve Dickson, here: https://
www.youtube.com/watch?v=x0velal_
RJO&feature=youtu.be. 0

Update Video,
Steve Dickson
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Screenshot taken from "Straight from Steve - Steve flies the 737 MAX", posted on YouTube (see link above) showing the FAA's Administrator piloting the 737 MAX.
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QUALITY FINANCIAL
MANAGEMENT

Financial Analysis and Oversight to
Inform Decision-Making

When people think of the FAA, they typically think of our

air traffic controllers, aviation safety inspectors, engineers,
and many others in connection with achievement of our
mission to provide the safest, most efficient aerospace

system in the world. However, achieving our mission also
requires a tremendous amount of “behind the scenes” analysis
and oversight by our financial analyst professionals who
inform financial decision-making and ensure the agency is a
responsible steward of the taxpayer’s money. This section
highlights some of these activities.

Investment Analysis

The automated systems required to operate our nation’s
airspace are complex, expensive to develop, and safety-critical.
These systems integrate unmanned aircraft into our airspace;
support the transition of surveillance from ground-based to
satellite-based radar; and help modernize communication
between air traffic controllers and pilots from voice to data.
The Joint Resources Council (JRC) is the agency’s senior
investment review board, making executive-level resource
decisions, including authorization and funding for investment
programs, to ensure funding goes to investments with

the highest potential to contribute to FAA strategic and
performance goals. Before going to the JRC, every program
undergoes a rigorous evaluation by the FAA Office of Finance
and Management and the NextGen, Aviation Safety, and Air
Traffic offices. In these evaluations, the FAA considers many
factors such as costs, user benefits, implementation timeline,
and risks. In FY 2020, these organizations conducted reviews
for 23 separate capital investment decisions by the JRC to
ensure that cost, schedule, and benefits estimates were

AVIATION WEATHER CAMERAS

FAA's Alaska Weather Camera program has been

operating for more than 20 years at over 230 sites across

the state. The network of cameras allows pilots to “look
before they fly” rather than “flying out to take a look.”

See for yourself at https://avcams.faa.gov/!

accurate, complete, and well-documented. These decisions
encompass over $2.3 billion in agency capital investments.
See pages 67-68 for a discussion of the FAA's Major
System Investments performance goals, and page 68 for
additional discussion of the JRC’s oversight role regarding
these investments.

Procurement Investment Reviews

The FAA relies on outside companies to provide certain
contract services and systems, equipment, software,
hardware, and other products and services in order to run the
nation’s airspace system and its mission support activities.
The FAA has a robust set of controls over procurements

for contracts including reviews for legal and contractual
sufficiency; procurement plans to ensure that outcomes

are clearly defined and measurable; performance risks; and
ensuring that proposed contracts reflect cost/pricing model
incentives and disincentives and, that if implemented, optimize
performance.

In FY 2005, the FAA’s Chief Financial Officer (CFO) was
directed to exercise greater oversight and fiscal control over
all agency procurements costing $10 million or more. To
ensure fiscal responsibility as part of the agency’s overall

set of procurement controls and processes, the CFO is the
deciding official on each of these procurements. To inform the
CFO's decision, the Office of Financial Services analyzes costs,
performance, schedule, and procurement-related risks, and
makes risk-reduction recommendations. An additional benefit
of these reviews is that time-consuming rework and contract
reconciliations have decreased, which helps FAA customers
meet their procurement milestones and satisfy their business
needs more efficiently and effectively. These controls also
help uphold the FAA’s procurement decisions when they are
reviewed by internal and external auditors.
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Frontier Airlines airplane coming in for a landing. FAA photo.

Since this more robust procurement-investment-review
process began in FY 2005, the Office of Financial Services
has evaluated 921 procurement packages with an estimated
total value of more than $137.4 billion, greatly improving

the agency’s ability to better define program requirements,
more accurately estimate costs, and substantiate those

cost estimates. In FY 2020, the Office of Financial Services
reviewed 49 procurement packages for proposed investments
each with estimated values of $10 million or more to support
CFO decisions on about $14.1 billion of acquisitions.

Information Technology

To better coordinate FAA’s information technology (IT)
investments, any IT-related spending in excess of $250,000
must be approved by the FAA's Chief Information Officer.

This requirement ensures that IT investments are coordinated
and consistent with the FAA's agency-wide IT strategy. The IT
Shared Services Committee, chaired by the Chief Information
Officer, serves as a forum to discuss and ensure effective,
secure, and cost-efficient use of IT resources across the agency.

Conferences

In FY 2009, the CFO and FAA Acquisition Executive issued
guidance requiring that all conferences estimated to cost
$100,000 or more be approved by the CFO before funds may
be committed. That continues today, in concert with additional
actions taken by the FAA to strengthen policies and controls
over conference spending. For example, in FY 2010, the level
of approval was elevated to the Administrator, and in FY 2012
it was elevated to the Deputy Secretary of the DOT.

View of the control tower at McCarran International Airport in Las Vegas, NV.
Photo by Gabriel Ramos/iStock.

Reflecting strengthened internal controls for conference
spending across government, in FY 2017, OMB issued

its Memorandum M-17-26, raising the dollar threshold

of conferences requiring Deputy Secretary approval to
$500,000. However, to ensure continued strong fiscal
responsibility, the FAA Administrator also reviews all
conferences proposed to be held by the agency costing more
than $20,000.
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Cost Control Program

The FAA's strategic plan includes an objective to improve the
financial management of the agency while delivering quality
customer service. Each fiscal year, FAA lines of business and
staff offices determine annual savings estimates for cost saving
activities. FAA establishes two targets based on the estimated
cost savings activities. An Organizational Success Increase
(OSI) target, which applies to the entire agency, is set at 90
percent of the total cost savings estimate for the fiscal year for
all activities included in the program. A Short Term Incentive
(STI) target, which is applicable to FAA executive performance,
is set at a higher target of 95 percent of the total cost savings
estimate. In FY 2020, the Cost Control Program met both its
OSl and STl targets for the year. Monthly, the FAA tracks and
reports the actual cost savings for the activities included in the
program. The FAA’s efforts in this area are described below.

FY 2020 COST CONTROL PROGRAM RESULT

(Dollars in Thousands)

FY 2020

FY 2020 Actual Savings as

Savings FY 2020 | a Percent of
Activity Estimate Savings Estimate
SAVES $34,000 $87,245 257%
Worker's Compensation $6,500 $4,488 69%
National Wireless Program $2,200 $2,930 133%
ég;”tjgtif;a“ve Space $415 $415 100%
g;)sTtee%Learning Mgmt. $443 $535 121%
Voluntary Early Retirement $470 $470 100%
Adobe Connect $822 $537 65%
E-Invoicing $136 $91 67%
Total $44,986 $96,711 215%
STI TARGET $42,737 226%
0S| TARGET $40,487 239%

How activities are selected for the Cost Control Program:
For an activity to be included in the Cost Control Program,
the savings must be measurable. Activities must produce
legitimate cost savings and not simply shift costs to other
time-periods or other FAA lines of business, and the cost
savings must be measured net of any implementation costs or
offsetting impacts to other organizations or activities.

Activities must meet the following:

® The reduction in costs must be measurable and able to be
accurately estimated.

® Estimates must be based on accepted industry standards
and able to withstand an audit by an external organization;
estimates are also validated by the FAA's finance office.

® Cost savings must reflect a reduction in the total costs
incurred by the FAA and not simply a shifting of costs from
one fiscal year to another.

® Cost savings should represent a genuinely more efficient
way of conducting operations and should not simply be the
result of a natural cycle in costs.

® Cost control activities that represent a permanent
shift in the composition of the workforce should not
have associated decreases in the level of services the
organization provides.

The Strategic Sourcing for the Acquisition of Various
Equipment and Supplies (SAVES) Program: The SAVES program
is an ambitious effort that began in FY 2006 to implement
private sector best practices in the FAA’s procurement of
administrative supplies, equipment, information-technology
hardware, commercial off-the-shelf software, and courier
services. In FY 2020, the SAVES contracts achieved $87.2
million in cost savings and total savings of $406 million since
program implementation began in FY 2006. Below is the
percentage contribution for each of the SAVES categories
toward the FY 2020 savings:

® 51 percent from information technology commercial off-
the-shelf software

® 47 percent from information technology hardware
® 1 percent from office equipment

® 1 percent from other

Workers’ Compensation: The FAA works with the
Department of Labor (DOL) to develop case management
strategies with a focus on returning injured employees to
work earlier, reducing lost production, and reducing the cost
of workers’ compensation. To achieve these strategies, FAA
undertakes many efforts, including:

® Electronic filing of injury and iliness claims, which
expedites receipt of the claim at the DOL and authorization
for medical treatment.
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Early intervention actions on disability claims, including
initiating contact with the injured worker to discuss their
responsibility to return to duty when medically able.

Requesting and analyzing contemporaneous medical
documentation to determine work capacity.

Collaborating with supervisors across various DOT
agencies to facilitate return to work by providing light duty
assignments when appropriate.

Conducting ongoing reviews of long-term claims and
maintaining a collaborative partnership with claims staff at
DOL.

The FAA has saved more than $171 million in workers’
compensation claims since FY 2005. Due to the FAA's success
in this area, the DOT gave the FAA centralized responsibility
for managing workers’ compensation claims DOT-wide. In

FY 2020, the FAA saved the DOT $4.5 million in workers’
compensation costs. Cost avoidance is estimated as follows:

1. Short-term disability claims (disability < one
year) —computed as compensation payments avoided from
the date of return to work through the remaining balance
of one year following the employee’s date of injury. Short-
term calculations are based on regulation standards and
DOL standards.!

2. Long-term disability claims (disability > one
year)—computed as compensation payments avoided
over the course of one full calendar year from the date
of successful resolution (return to work, termination/
reduction of benefits, etc.).

3. Questionable claims challenged by the FAA's Human
Resource Management National Workers’ Compensation
Program Office and denied by the DOL—computed as
compensation payments avoided over the course of one
full calendar year from the date of injury.

National Wireless Program: This program manages the
ever growing mobile-connected workforce. Cost savings
are achieved by analyzing usage and determining the most
cost effective plan for individual users and by leveraging the
volume of the inventory to obtain volume pricing discounts.
FY 2020 savings for this activity was $2.9 million.

Administrative Space Reduction: The FAA is implementing
and managing programs that drive the efficient and economical
use of its real property assets. Annually since FY 2014, the
FAA has established a goal to achieve a square footage
reduction in its administrative space portfolio by identifying
and implementing space consolidation, relocation, and
colocation initiatives. In FY 2020, the FAA saved $414,659.

DOT e-Learning Management System: In FY 2020, the FAA
extended its online learning system to the rest of the DOT
agencies, covering an additional 10,500 employees and
about 500 more courses. Due to this consolidation effort
that resulted in fixed cost sharing, the FAA was able to save
$534,738 in FY 2020.

Voluntary Early Retirement Authority and Voluntary
Separation Incentive Payments: In FY 2020, the FAA provided
incentives for retirement and/or separation to eligible
employees. Savings were realized through abolished positions
or backfilling these positions at a reduced experience/salary
level. The FAA established the cost savings target based on
the estimated reduction in personnel costs associated with
the number of employees projected to accept the offer. In

FY 2020, the agency saved $470,073 from this initiative.

Adobe Connect: In FY 2020, the FAA transferred from Adobe
Connect to Skype, Zoom, and MS Teams. This has allowed the
agency to reduce costs while meeting service requirements.
FAA has saved $537,354 from this initiative.

E-Invoicing: In FY 2020, the FAA implemented the

Electronic Data Interchange as required in response to OMB
Memorandum 15-19, Improving Government Efficiency and
Saving Taxpayer Dollars Through Electronic Invoicing. This
initiative generated cost savings by reducing the level of effort
associated with manually keying and processing invoices

and consolidating legacy invoice approval systems into a
single system of record. The Electronic Data Interchange also
provided vendors with increased visibility into the status of
payments, reducing the need for status inquiries with the FAA.
This initiative resulted in a cost savings of $90,861 in FY 2020.

1 Office of Personnel Management regulations provide disabled employees with job retention rights if they return to work within one
year from the commencement of their disability. Department of Labor uses an internal goal of having disabled employees return to

work within one year.
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Efficiency

In addition to cost control, each FAA organization develops,
tracks, and reports quarterly on a comprehensive measure of
its operating efficiency and financial performance.

Air Traffic Organization Cost-per-Operation. This cost-based
metric provides a broad historic picture of the overall cost
efficiency of air traffic control. The FAA regularly reviews

its Air Traffic Organization’s cost-per-operation to evaluate
cost efficiency over the course of time and compare it

with our international counterparts. The most recent cost-
per-operation data available is for the fiscal years ending
September 30, 2018 and 2019:

Air Traffic Organization Cost-per-Operation
2018 2019
$ 8339 $ 8am

In FY 2019, the Air Traffic Organization Cost-per-Operation
increased slightly by 1.23 percent over FY 2018. This was
driven by a 1.7 percent increase in Air Traffic Organization
costs and a 0.4 percent increase in traffic.

Data for this metric is not yet available for the full fiscal year
ending September 30, 2020; however, listed below are the Air
Traffic Organization Cost-per-Operation Results for the first
three quarters of FY 2019 and FY 2020, ending June 30:

Air Traffic Organization Cost-per-Operation
2019 03 2020 03
$ 8515 $ 106.70

For the most recent partial period available (the first three
quarters of FY 2020) the Air Traffic Organization Cost-per-
Operation increased by 25.31 percent over the same period a
year earlier. This was driven by a 3 percent increase in Air Traffic
Organization costs and a 17.8 percent decrease in traffic. Note
that this metric is the average cost per air traffic operation.
Therefore, when the number of operations increases at a
greater rate than cost, the metric decreases for a given period.
Conversely, if cost increases at a greater rate than the number
of operations, the metric increases for a given period.

Overhead Rates. This metric provides insight into the cost-
effectiveness of overhead resources at the FAA. The resulting
performance indicator informs management decisions
concerning the allocation of general and administrative
services and mission support services. The most recent

overhead rate data available is for the fiscal years ending
September 30, 2018 and 2019:

Overhead Rates

2018 2019
27.6% 27%

This is a composite overhead rate of all of the FAA's lines
of business and staff offices. The overhead rate decreased
slightly because less Operations funding was obligated in
some organizations in FY 2019 as compared to FY 2018.

Regulatory Cost-per-Launch/Reentry. This metric provides
trend data for the average regulatory cost-per-launch or
reentry of commercial space vehicles. This information is

used to track how efficiently the FAA is interacting with the
commercial space industry. Trend data are also reviewed to
forecast human resource needs to regulate and support future

launch and reentry operations.

Regulatory Cost-per-Launch/Reentry

2018 2019
$ 482,857 $ 572,933

In FY 2019, Regulatory Cost-per-Launch/Reentry saw an
increase of 18.65 percent over FY 2018, which was driven

by two factors: five fewer launches/reentries, together with
an increase in labor cost resulting from the hiring of more
senior technical staff as well as an overall increase in staffing
to support the expanding mission of the Office of Commercial
Space Transportation.

Regulatory Cost-per-Launch/Reentry
201903 2020 Q3
$ 548212 $ 537,876

For the most recent partial period available (the first three
quarters of FY 2020), Regulatory Cost-per-Launch/Reentry

is 1.89 percent lower than it was in FY 2019 Q3. The driving
factor of this decrease is the reduction in labor cost over the
first three quarters, which was greater than the decrease in
the number of launches over the same period. Labor costs
decreased due to attrition outpacing hiring, and various factors
contributed to the decrease in launches. Going forward, the
number of launches is expected to increase and additional
technical staff will be hired to ensure the continued success of
the mission of the Office of Commercial Space Transportation.
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Los Angeles International Airport, in Los Angeles, CA, at night. Photo by Strekoza2/iStock.
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Tourist looking at the screens showing flight departures in Terminal 4 of John F. Kennedy International Airport in Queens, NY. Photo by Tanaonte/iStock.
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A MESSAGE FROM
THE CHIEF FINANCIAL OFFICER

DAVID RICKARD

FISCAL YEAR 2020

Fiscal year 2020 was challenging for the Federal Aviation Administration and the entire aerospace
industry. | am extremely proud that my colleagues across the FAA and in the finance department
demonstrated extraordinary flexibility, creativity, and resiliency during the COVID-19 public health
emergency, as they continued to fulfill FAA's mission of operating and supporting the largest, most
complex, and safest aerospace system in the world.

The FAA worked closely with every sector of the aviation industry to help adjust to the changes that
COVID-19 brought to the aviation system, while still keeping our skies safe and addressing the safety of

our FAA workforce as well as the traveling public.

In addition, through the CARES Act, we were tasked with administering an additional $10 billion in grants
to airports, to help offset lost operating revenues due to the public health emergency. This represented
more than a 56 percent increase in the FAA's overall budget, and despite extraordinary challenges, the

FAA announced the grant allocations within just 18 days of enactment and began awarding grants shortly
thereafter. These funds were vital to ensuring that airports stayed open and operational to support critical
transportation of medical professionals, equipment, and supplies, as well as flights bringing Americans home
from overseas. You can read more about CARES Act grants on pages 50 and page 129 (Note 20).

We were also challenged with addressing the impacts of vastly reduced revenues flowing into the Airport and
Airway Trust Fund due to an unprecedented drop in aviation activity as well as a temporary suspension of ticket
taxes. This fund pays for all of the FAA's facilities and equipment; research, engineering, and development;

and most federal airport grants, as well as the majority of the FAA's operations. You can read more about this
funding challenge on pages 30 (Investments), 35, page 116 (Note 12), and page 118 (Note 13).

| am pleased to report that we have maintained our commendable record of responsible financial
management. For FY 2020, we have once again met our goal of receiving an unmodified financial
statements audit opinion and were awarded our 16th Certificate of Excellence in Accountability
Reporting (CEAR) award from the Association of Government Accountants (AGA), for our 2019
Performance and Accountability Report.

One silver lining in 2020 is the surprise recognition that FAA’s financial management received for its

S1TNS3d TVIONVNIL

outstanding work in support of the agency's mission. Out of 24 entries, FAA was the first recipient of
CEAR'’s new “With Value Added Distinction” award, which recognizes financial management that delivers
mission-critical value to its agency. This was considered the overall top award given at the AGA's annual
CEAR Awards Ceremony in August and FAA is extremely proud of this recognition.

It is an honor and a privilege to be working with such a talented, dedicated, and award-winning workforce
that serves the public well as cost-effective stewards of their investments that keep the aviation system
operating safely and efficiently each and every day.

P

DAVID RICKARD
Chief Financial Officer
November 9, 2020
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OFFICE OF THE INSPECTOR GENERAL (OIG)
QUALITY CONTROL REVIEW

82

‘ U.S. DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL

Memorandum

Date: November 13, 2020

Subject: ACTION: Quality Control Review of the Independent Auditor’'s Report on the
Federal Aviation Administration’s Audited Consolidated Financial Statements for
Fiscal Years 2020 and 2019 | Report No. QC2021007

From: Louis C. King ,ﬁﬁé,f__é::ie?»-”
Assistant Inspector General for Financial Audits

To: Federal Aviation Administrator

| respectfully submit the results of our quality control review (QCR) of the
independent auditor's report on the Federal Aviation Administration’s (FAA)
audited consolidated financial statements for fiscal years 2020 and 2019.

We contracted with the independent public accounting firm KPMG LLP to audit
FAA's consolidated financial statements as of and for the fiscal years ended
September 30, 2020, and September 30, 2019, and provide an opinion on those
financial statements, to report on internal control over financial reporting, and to
report on compliance with laws and other matters. The contract requires the
audit to be performed in accordance with U.S. generally accepted Government
auditing standards, Office of Management and Budget audit guidance, and the
Government Accountability Office’s and Council of the Inspectors General on
Integrity and Efficiency’s Financial Audit Manual.

We appreciate the cooperation and assistance of FAA's representatives and
KPMG. If you have any questions about this report, please call me at
(202) 366-1407, or George Banks, Program Director, at (202) 420-1116.

cc The Secretary
DOT Audit Liaison, M-1
FAA Audit Liaison, AAE-001

' Financial Audit Manual, volumes 1, 2, and 3, GAO-18-601G and GAO-18-625G, updated April 2020; GAO-18-626G,

June 2018.
QC2021007
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KPMG's Report

In its audit of FAA’s consolidated financial statements for fiscal years 2020 and 2019,
KPMG reported that

e FAA's consolidated financial statements?® were fairly presented, in all material
respects, in accordance with U.S. generally accepted accounting principles;

« it found one significant deficiency? in internal control over financial reporting
that it did not consider to be a material weaknesses;* and

e there were no instances of reportable noncompliance with provisions of laws
tested or other matters.

KPMG made three recommendations to address the significant deficiency in internal
control over financial reporting (see attachment 1).

Significant Deficiency

Weaknesses in general information technology controls. KPMG identified
general information technology control deficiencies at the application, database,
and/or operating system levels related to audit log review and access controls for
FAA's general ledger, timekeeping, inventory, procurement, and environmental
systems. More specifically, controls were not operating effectively over

e the review of audit logs, including documentation to evidence
appropriate and timely completion of the review; or

e system access, including privileged account reviews, new user
authorizations, and periodic review and recertification of access.

2The consolidated financial statements are included in FAA's Performance and Accountability Report (see

attachment 3).

3 A significant deficiency is a deficiency, or a combination of deficiencies, in internal control over financial reporting
that is less severe than a material weakness, yet important enough to merit attention by those charged with
governance. A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect and
correct, misstatements on a timely basis.

4 A material weakness is a deficiency, or a combination of deficiencies, such that there is a reasonable possibility that a
material misstatement of the entity's financial statements will not be prevented, or detected and corrected, on a
timely basis.

QC2021007 2
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In addition, KPMG determined FAA management did not implement component-
specific security plan requirements for certain systems that are used to compile
FAA's financial statements.

Recommendations

To help strengthen FAA's general information technology controls, KPMG
recommended that FAA management:

1. Design and implement procedures to consistently and timely perform and
document audit log reviews as required by standards for effective internal
control systems and/or internal policies;

2. Design and implement procedures to consistently and timely perform and
document user account access reviews as required by standards for
effective internal control systems and/or internal policies; and

3. Implement component-specific system security plan requirements.

Quality Control Review

We performed a QCR of KPMG's report, dated November 9, 2020, and related
documentation, and inquired of its representatives. Our review, as differentiated from an
audit of the financial statements in accordance with U.S. generally accepted Government
auditing standards, was not intended to enable us to express, and we do not express, an
opinion on FAA’s consolidated financial statements or conclusions about the
effectiveness of internal control over financial reporting, or compliance with laws and
other matters. KPMG is responsible for its report and the conclusions expressed therein.

Our QCR disclosed no instances in which KPMG did not comply, in all material respects,
with U.S. generally accepted Government auditing standards.

Agency Comments and OIG Response

KPMG provided FAA with its draft report on November 4, 2020, and received FAA's
response, dated November 9, 2020 (see attachment 2). FAA agreed with the significant
deficiency KPMG found.

FAA concurred with KPMG's three recommendations and committed to developing a
corrective action plan to address the significant deficiency by December 31, 2020. We

QC2021007 3
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agree with KPMG's recommendations and are not making any additional
recommendations.

Actions Required

We consider all three of KPMG's recommendations open and unresolved pending receipt
of the corrective action plan.

QC2021007 4
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Department of Transportation
Federal Aviation Administration
Office of Inspector General
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INDEPENDENT AUDITORS’ REPORT

KPMG

KPMG LLP

Suite 12000

1801 K Street, NW
Washington, DC 20006

Independent Auditors’ Report

Administrator, Federal Aviation Administration and Inspector General
U.S. Department of Transportation, Federal Aviation Administration:

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of the U.S. Department of Transportation
(the Department), Federal Aviation Administration (FAA), which comprise the consolidated balance sheets as of
September 30, 2020 and 2019, and the related consolidated statements of net cost, and changes in net
position, and combined statements of budgetary resources for the years then ended, and the related notes to
the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of America,
in accordance with the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, and in accordance with Office of Management and
Budget (OMB) Bulletin No. 19-03, Audit Requirements for Federal Financial Statements. Those standards and
OMB Bulletin No. 19-03 require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of the U.S. Department of Transportation, Federal Aviation Administration as of

September 30, 2020 and 2019, and its net costs, changes in net position, and budgetary resources for the
years then ended in accordance with U.S. generally accepted accounting principles.
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Other Matters
Interactive Data

Management has elected to reference to information on websites or other forms of interactive data outside the
Performance and Accountability Report to provide additional information for the users of its financial
statements. Such information is not a required part of the basic consolidated financial statements or
supplementary information required by the Federal Accounting Standards Advisory Board. The information on
these websites or the other interactive data has not been subjected to any of our auditing procedures, and
accordingly we do not express an opinion or provide any assurance on it.

Required Supplementary Information

U.S. generally accepted accounting principles require that the information in the Management’s Discussion and
Analysis and Required Supplementary Information sections be presented to supplement the basic consolidated
financial statements. Such information, although not a part of the basic consolidated financial statements, is
required by the Federal Accounting Standards Advisory Board who considers it to be an essential part of
financial reporting for placing the basic consolidated financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic consolidated financial
statements, and other knowledge we obtained during our audits of the basic consolidated financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audits were conducted for the purpose of forming an opinion on the basic consolidated financial statements
as a whole. The In a Day’s Work, Foreword, Messages from the Administrator and the Chief Financial Officer,
Performance Results and Other Information sections, as listed in the Table of Contents of the Performance and
Accountability Report, is presented for purposes of additional analysis and is not a required part of the basic
consolidated financial statements. Such information has not been subjected to the auditing procedures applied
in the audits of the basic consolidated financial statements, and accordingly, we do not express an opinion or
provide any assurance on it.

Other Reporting Required by Government Auditing Standards
Internal Control over Financial Reporting

In planning and performing our audit of the consolidated financial statements as of and for the year ended
September 30, 2020, we considered the FAA’s internal control over financial reporting (internal control) as a
basis for designing audit procedures that are appropriate in the circumstances for the purpose of expressing
our opinion on the consolidated financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the FAA’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the FAA’s internal control. We did not test all internal controls relevant to operating objectives as broadly
defined by the Federal Managers’ Financial Integrity Act of 1982.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that have not
been identified. Given these limitations, during our audit we did not identify any deficiencies in internal control
that we consider to be material weaknesses. We did identify certain deficiencies in internal control, described in
the accompanying Exhibit | as item 2020-1, that we consider to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the FAA’s consolidated financial statements as of
and for the year ended September 30, 2020 are free from material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with
which could have a direct and material effect on the financial statements. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required to
be reported under Government Auditing Standards or OMB Bulletin No. 19-03.

FAA’s Response(s) to Findings

The FAA’s response to the findings identified in our audit is described in the section tited Management'’s
Response to the Independent Auditor’'s Report. The FAA’s response was not subjected to the auditing
procedures applied in the audit of the consolidated financial statements and, accordingly, we express no
opinion on the response.

Purpose of the Other Reporting Required by Government Auditing Standards

The purpose of the communication described in the Other Reporting Required by Government Auditing
Standards section is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the FAA’s internal control or
compliance. Accordingly, this communication is not suitable for any other purpose.

KPMe LP

Washington, DC
November 9, 2020
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Federal Aviation Administration
Independent Auditors’ Report EXHIBIT |
Internal Control Over Financial Reporting SIGNIFICANT DEFICIENCY

2020 - 01: Weaknesses in General Information Technology Controls

Background

The Federal Aviation Administration (FAA) utilizes various information technology systems to carry out its
mission and to compile amounts recorded in its financial statements. In addition to its general ledger system,
FAA utilizes various information technology systems including; a timekeeping system to record employee time
and attendance, an inventory system related to asset management and inventory control, a procurement
system to record and track requisitions, purchase orders, and contracts, and a site management system that
tracks the environmental investigation, remediation, and regulatory closure status of the FAA’s environmental
sites.

The general ledger system and the timekeeping system are owned by the Department of Transportation (the
Department). All other systems are owned by the FAA.

For systems owned by FAA, FAA is required to implement controls defined in the component-specific system
security plans for those areas not addressed in the Departmental system security plan. For systems owned by
the Department, the Department is required to implement certain component-specific system security plans for
those areas not addressed in the Departmental system security plan.

Criteria

The U.S. General Accountability Office (GAO) Standards for Internal Control in the Federal Government (Green
Book), sets the standards for an effective internal control system and provides an overall framework for
designing, implementing, and operating effective internal control systems. The standards require entities to
design appropriate types of control activities to include limiting access to resources and records to authorized
individuals, and to periodically compare resources with the recorded accountability to help reduce the risk of
errors, fraud, misuse, or unauthorized alteration. In addition, management should communicate quality
information down and across reporting lines to enable personnel to perform key roles in achieving objectives,
addressing risks, and supporting the internal control system. In these communications, management assigns
the internal control responsibilities for key roles.

Condition
Control deficiencies exist at the application, database, and/or operating system levels related to audit log

review and access controls for the systems mentioned above and as listed below:

e Controls were not operating effectively over the review of audit logs, including documentation to evidence
appropriate and timely completion of the review.

e Controls were not operating effectively over system access, including privileged account reviews, new user
authorizations, and periodic review and recertification of access.

In addition, management did not implement component-specific security plan requirements for certain systems
that are used to compile FAA’s financial statements.
Cause

Management has not defined, or consistently implemented procedures to ensure compliance with standards for
effective internal control systems and/or internal policies.
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Effect

The absence of timely reviews of audit logs leaves the FAA exposed to the risk of delays in identifying and
responding to incidents which could result in the exposure, modification, or loss of system data. Further, user

accounts with inappropriate access may result in unauthorized use, disclosure, or modification of system data.

Lastly, weaknesses in security management controls increase the risk that systems are vulnerable to security
threats and incidents which may compromise the confidentiality, availability and integrity of data.

Recommendations

We recommend that FAA management:

1. Design and implement procedures to consistently and timely perform and document audit log reviews as
required by standards for effective internal control systems and/or internal policies.

2. Design and implement procedures to consistently and timely perform and document user account access
reviews as required by standards for effective internal control systems and/or internal policies.

3. Implement component-specific system security plan requirements.
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MANAGEMENT'S RESPONSE TO THE
FY 2020 INDEPENDENT AUDITORS’ REPORT November 9, 2020
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U.S. Department
of Transportation

Federal Aviation
Administration

800 Independence Ave. S.W.
Office of Financial Services Washington, DC 20591

November 9, 2020

Ms. Hannah Padilla

KPMG LLP

1801 K Street, NW, Suite 1200
Washington, DC 20006

Dear Ms. Padilla,

We have received your Independent Auditors’ Report related to the Federal Aviation
Administration's fiscal years 2020 and 2019 consolidated financial statements and offer the
following response.

We appreciate working with you in support of an efficient and effective audit and are pleased to
receive an unmodified audit result. The audit is an essential part of our fiscal responsibilities to our
citizens and we take it very seriously.

We concur with the finding in your report. We will develop a corrective action plan to address this
weakness and provide it to the Office of Inspector General by December 31, 2020. The corrective
actions will include designing and implementing procedures to consistently and timely perform
and document audit log and user account access reviews, and implementing component-specific
system security plan requirements. I will monitor implementation of the plan throughout the
corrective action process.

Thank you for your candor and the professional manner in which you and your team conducted

your audit.

Sincerely,

David Rickard

Chief Financial Officer
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FINANCIAL STATEMENTS

U.S. DEPARTMENT OF TRANSPORTATION
FEDERAL AVIATION ADMINISTRATION

CONSOLIDATED BALANCE SHEETS

As of September 30, 2020 and 2019
(Dollars in Thousands)

ASSETS

Intragovernmental

Fund balance with Treasury (Note 2)

Investments, net (Note 3)

Accounts receivable, prepayments, and other, net (Note 4)
Total intragovernmental

Accounts receivable, prepayments, and other, net (Note 4)
Inventory, operating materials, and supplies, net (Note 5)
Property, plant, and equipment, net (Note 6)

Total assets

LIABILITIES
Intragovernmental liabilities

Accounts payable

Employee related and other (Note 10)
Total intragovernmental liabilities

Accounts payable

Grants payable

Federal employee benefits (Note 8)

Environmental (Note 9)

Employee related and other (Note 10)
Total liabilities

Commitments and contingencies (Note 12)

NET POSITION
Unexpended appropriations

Unexpended appropriations — funds from dedicated collections (combined) (Note 13)

Cumulative results of operations

Cumulative results of operations —funds from dedicated collections (combined) (Note 13)
Cumulative results of operations —all other funds (combined)

Total net position
Total liabilities and net position

The accompanying notes are an integral part of these financial statements.
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$ 10,995,645 $ 4,574,549

10,259,928 17,400,110

105,693 123,684

21,361,266 22,098,343

31,020 49,880

811,168 765,767

11,917,696 12,045,969

$ 34,121,150 $ 34,959,959

$ 29,475 $ 31,626

513,893 492,271

543,368 523,897

410,601 441,353

5,161,060 743,268

727,770 788,230

745,540 866,992

1,222,668 994,984

8,811,007 4,358,724

432,928 730,649

14,194,593 18,842,731

10,682,622 11,027,855

25,310,143 30,601,235

$ 34,121,150 $ 34,959,959
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U.S. DEPARTMENT OF TRANSPORTATION
FEDERAL AVIATION ADMINISTRATION

CONSOLIDATED STATEMENTS OF NET COST

For the Years Ended September 30, 2020 and 2019
(Dollars in Thousands)

LINE OF BUSINESS PROGRAMS (NOTE 14) B2 e

Air Traffic Organization

Expenses $ 12,436,808 $ 12,364,578
Less earned revenues (358,167) (392,252)
Net cost 12,078,641 11,972,326
Airports

Expenses 11,300,066 3,499,162
Net cost 11,300,066 3,499,162
Aviation Safety

Expenses 1,622,514 1,548,533
Less earned revenues (12,174) (14,495)
Net cost 1,610,340 1,534,038
Security and Hazardous Materials Safety

Expenses 139,621 135,640
Less earned revenues (46,095) (47,160)
Net cost 93,526 88,480

Commercial Space Transportation
Expenses 28,322 24,700
Net cost 28,322 24,700

NON-LINE OF BUSINESS PROGRAMS

Expenses 268,557 288,141

Less earned revenues (190,235) (229,757)

Net cost 78,322 58,384
NET COST OF OPERATIONS

Total expenses 25,795,888 17,860,754

Less earned revenues (606,671) (683,664)
Total net cost $ 25,189,217 $ 17,177,090

The accompanying notes are an integral part of these financial statements.
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UNEXPENDED
APPROPRIATIONS

Beginning balances

Budgetary financing sources
Appropriations received (Note 16)
Rescissions, cancellations and other
Appropriations used

Total budgetary financing sources

Total unexpended appropriations

CUMULATIVE RESULTS
OF OPERATIONS

Beginning balances

Budgetary financing sources
Appropriations used

Non-exchange revenue —excise
taxes and other

Transfers-in/out without
reimbursement
Other financing sources
Donations and forfeitures of property

Transfers-in/out without
reimbursement

Imputed financing from costs
absorbed by others (Note 15)

Other
Total financing sources

Net cost of operations
Net change
Cumulative results of operations

Net position

The accompanying notes are an integral part of these financial statements.

U.S. DEPARTMENT OF TRANSPORTATION
FEDERAL AVIATION ADMINISTRATION

CONSOLIDATED STATEMENTS OF CHANGES IN NET POSITION

For the Years Ended September 30, 2020 and 2019

(Dollars in Thousands)

Funds from Funds from
dedicated dedicated
collections All other collections All other
(combined) funds Consolidated (combined) funds Consolidated
(Note 13) (combined) total (Note 13) (combined) total
$ 730,649 § - 9 730649 § 1085256 $ - $ 1,085,256
111,000 10,400,000 10,511,000 577,358 500,000 1,077,358
(73,203) = (73,203) (37,893) (2) (37,895)
(335,518) (10,400,000) (10,735,518) (894,072) (499,998) (1,394,070)
(297,721) = (297,721) (354,607) - (354,607)
$ 432,928 § ) 432,928 § 730,649 $ - $ 730,649
$ 18842731 § 11,027,855 $ 29,870,586 $ 18,205,192 $ 10,958,785 $ 29,163,977
335,518 10,400,000 10,735,518 894,072 499,998 1,394,070
9,348,111 = 9,348,111 16,345,911 - 16,345,911
9,724,255 (10,000,000) (275,745) (306,275) - (306,275)
- 35,860 35,860 - 6,992 6,992
(843,244) 851,585 8,341 (1,208,007) 1,208,951 944
334,103 9,575 343,678 378,772 63,352 442,124
- 83 83 (67) - (67)
18,898,743 1,297,103 20,195,846 16,104,406 1,779,293 17,883,699
23,546,881 1,642,336 25,189,217 15,466,867 1,710,223 17,177,090
(4,648,138) (345,233) (4,993,371) 637,539 69,070 706,609
$ 14194593 § 10,682,622 § 24877215 $ 18,842,731 $ 11,027,855 $ 29,870,586
$ 14627521 § 10682622 $ 25310143 § 19573,380 $ 11,027,855 § 30,601,235
95
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U.S. DEPARTMENT OF TRANSPORTATION
FEDERAL AVIATION ADMINISTRATION

COMBINED STATEMENTS OF BUDGETARY RESOURCES

For the Years Ended September 30, 2020 and 2019
(Dollars in Thousands)

BUDGETARY RESOURCES (NOTE 16)

Unobligated balance from prior year budget authority, net $ 6,493,683 $ 6,053,278
Appropriations 34,669,210 14,603,558
Contract authority 3,350,000 3,350,000
Spending authority from offsetting collections 11,280,715 10,661,065
Total budgetary resources $ 55,793,608 $ 34,667,901

STATUS OF BUDGETARY RESOURCES

New obligations and upward adjustments $ 49,437,939 $ 28,423,986
Unobligated balance, end of year
Apportioned, unexpired accounts 3,882,345 3,794,763
Unapportioned, unexpired accounts 2,303,292 2,271,198
Unexpired unobligated balance, end of year 6,185,637 6,065,961
Expired unobligated balance, end of year 170,032 177,954
Unobligated balance, end of year (total) 6,355,669 6,243,915
Total budgetary resources $ 55,793,608 $ 34,667,901
OUTLAYS, NET
Qutlays, net (total) $ 30,761,594 $ 17,169,922
Distributed offsetting receipts (10,409,856) (510,295)
Agency outlays, net $ 20,351,738 $ 16,659,627

The accompanying notes are an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

A. Reporting Entity

The reporting entity is a component of the U.S Government.
For this reason, some of the assets and liabilities reported by
the entity may be eliminated for government-wide reporting
because they are offset by assets and liabilities of another U.S.
Government entity. These financial statements should be read
with the realization that they are for a component of the U.S.
Government, a sovereign entity.

Created in 1958, the FAA is a component of the Department of
Transportation (DOT), a cabinet-level agency of the executive
branch of the federal government. The FAA's mission is to
provide a safe, secure, and efficient global aerospace system
that contributes to national security and safety. As the leading
authority in the international aviation community, the FAA is
responsive to the dynamic nature of customer needs, economic
conditions, and environmental concerns.

Congress annually enacts appropriations to permit the

FAA to incur obligations for specified purposes. The FAA is
accountable for amounts made available per appropriations
laws, from the Airport and Airway Trust Fund (AATF),
revolving funds, a special fund, and the general fund. The FAA
recognizes budgetary resources as assets when authorized

by congressional action and apportioned by the Office of
Management and Budget (OMB).

The FAA has contract authority, which allows the agency to
enter into contracts prior to receiving an appropriation for the
payment of obligations. A subsequently enacted appropriation
provides funding to liquidate the obligations. Current contract
authority is provided for the Airport Improvement Program
(AIP) and funded by appropriations from the AATF.

The FAA also has spending authority from offsetting
collections primarily from a non-expenditure transfer from the
AATF for Operations funding. The balance of the spending
authority from offsetting collections comes from other federal
agencies which fund reimbursable activities performed by the
FAA on their behalf.

The consolidated and combined financial statements present
the accounts of all funds that have been established and
maintained to account for the resources under the FAA's

control. The FAA has rights and ownership of all assets
reported in these financial statements. The FAA does not
possess any non-entity assets.

The reporting entity is comprised of the FAA's lines of
business and staff offices. For additional information, see FAA
Organization on pages 10-11.

The FAA is the sponsor of the Center for Advanced Aviation
System Development (CAASD), a Federally Funded Research
and Development Center (FFRDC). CAASD is a disclosure
entity, which is not a consolidated entity. While the FAA’s
financial statements include its spending for studies it
contracts with CAASD, the financial statements of the FAA
do not include the financial results or position of CAASD.
Additional information on FAA's relationship with CAASD is
presented in Note 19.

B. Basis of Presentation

The financial statements have been prepared to report the
financial position, net cost of operations, changes in net
position, and status and availability of budgetary resources
of the FAA. The statements are a requirement of the

Chief Financial Officers Act of 1990 and the Government
Management Reform Act of 1994. They have been prepared
from, and are fully supported by, the books and records of
the FAA in accordance with OMB Circular A-136, as revised,
Financial Reporting Requirements, and the DOT and the

FAA significant accounting policies, the latter of which are
summarized in this note. The statements are subjected to
audit, as required by OMB Bulletin 19-03, Audit Requirements
for Federal Financial Statements.

All material intra-agency activity has been eliminated for
presentation on a consolidated basis, with a few exceptions.
The Statement of Budgetary Resources is presented on a
combined basis in accordance with OMB Circular A-136, as
revised, Financial Reporting Requirements. Intra-agency activity
reported in funds from dedicated collections is often offset
with activity in other funds. Accordingly, funds from dedicated
collections and all other funds, presented separately in the
Balance Sheets and Statements of Changes in Net Position,
are presented on a combined basis.
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Accounting standards require all reporting entities to disclose
that accounting standards allow certain presentations and
disclosures to be modified, if needed, to prevent the disclosure
of classified information.

Unless specified otherwise, all dollar amounts are presented in
thousands.

C. Basis of Accounting

The financial statements are prepared in accordance with all
applicable accounting principles and standards developed and
issued by the Federal Accounting Standards Advisory Board,
which is recognized by the American Institute of Certified
Public Accountants as the entity to establish generally
accepted accounting principles for the Federal Government.
The Federal Financial Management Improvement Act of 1996
requires the FAA to comply substantially with (1) Federal
financial management systems requirements, (2) applicable
Federal accounting standards, and (3) the United States
Standard General Ledger requirements at the transaction level.

Transactions are recorded on both an accrual accounting
basis and a budgetary accounting basis. Under the accrual
method, revenues are recognized when earned and expenses
are recognized when a liability is incurred, without regard to
receipt or payment of cash. Budgetary accounting facilitates

compliance with legal requirements on the use of federal funds.

D. Revenues and Other Financing Sources

As a component of the U.S. Government-wide reporting
entity, the FAA is subject to the federal budget process,
which involves appropriations that are provided annually
and appropriations that are provided on a permanent basis.
The financial transactions that are supported by budgetary
resources, which include appropriations, are generally

the same transactions reflected in agency and the U.S.
Government-wide financial reports.

The FAA's budgetary resources reflect past congressional
action and enable the entity to incur budgetary obligations,
but they do not reflect assets to the U.S. Government as

a whole. Budgetary obligations are legal obligations for
goods, services, or amounts to be paid based on statutory
provisions. After budgetary obligations are incurred, the U.S.
Treasury will make disbursements to liquidate the budgetary
obligations and finance those disbursements in the same
way it finances all disbursements, using some combination

of receipts, other inflows, and borrowing from the public (if
there is a budget deficit).

Congress enacts annual, multi-year, and no-year appropriations
to be used, within statutory limits, for operating, capital, and
grant expenditures. Additional amounts are obtained from
service fees (e.g., landing, registry, and aviation user fees), and
through reimbursements for products and services provided to
domestic and foreign governmental entities.

The AATF is sustained by excise taxes that the Internal
Revenue Service (IRS) collects from airway system users.
Excise taxes collected are initially deposited to the General
Fund of the U.S. Government. The IRS does not receive
sufficient information at the time the excise taxes are collected
to determine how they should be distributed to specific funds
from dedicated collections. Therefore, the U.S. Treasury
makes initial semi-monthly distributions to the AATF based

on allocations prepared by its Office of Tax Analysis. These
allocations are based on historical excise tax data applied to
current excise tax receipts and later adjusted to agree to actual
collections when certified by the IRS.

The CARES Act suspended the collection of almost all aviation
excise taxes from March 28, 2020 through December 31,
2020. As a result, the FY 2020 financial statements reflect
excise taxes certified by the IRS through March 31, 2020,
and the excise taxes allocated by the Office of Tax Analysis
for the period April 1, 2020 through September 30, 2020,

in compliance with the Statement of Federal Financial
Accounting Standards Number 7, Accounting for Revenue and
Other Financing Sources. Actual excise tax collection data for
the quarters ended June 30, 2020 and September 30, 2020
will not be available from the IRS until after the statements
are released. When actual amounts are certified by the IRS,
generally four to five months after the end of each quarter,
adjustments are made to the AATF to account for the
difference. Additional information on this subject is disclosed
in Note 13.

Interest on investments is recognized as revenue on an accrual
basis, and classified as exchange or nonexchange depending
on the predominant source of funds upon which the interest
payment is based.

Appropriations are recognized as a financing source when
expended. Revenues from services provided by the FAA
associated with reimbursable agreements are recognized
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concurrently with the recognition of accrued expenditures
for performing the services. Aviation overflight user fees
are recognized as revenue in the period in which the flights
take place.

Goods and services are received from other federal entities
at no cost or at a cost less than the full cost to the providing
federal entity. Consistent with accounting standards, certain
costs of the providing entity that are not fully reimbursed by
the FAA are recognized as imputed cost (in the Statement of
Net Cost), and are offset by imputed financing sources (in the
Statement of Changes in Net Position). Such imputed costs
and revenues relate to business-type activities, employee
benefits, and claims to be settled by the Treasury Judgment
Fund. However, unreimbursed costs of goods and services
other than those identified above are not included in our
financial statements.

E. Taxes

The FAA, as a federal entity, is not subject to federal, state,
or local income taxes and, accordingly, does not record a
provision for income taxes in the accompanying financial
statements.

F. Fund Balance with the U.S. Treasury

The U.S. Treasury processes cash receipts and disbursements.
Funds held with the U.S. Treasury are available to pay agency
liabilities. The FAA does not maintain cash in commercial
bank accounts or foreign currency balances. Foreign currency
payments are made either by the U.S. Treasury or the U.S.
Department of State and are reported by the FAA in the U.S.
dollar equivalent.

Fund balance with Treasury is an asset of the FAA and a
liability of the General Fund of the U.S. Government. Similarly,
investments in U.S. Government securities that are held by
dedicated collections accounts are assets of the FAA and
liabilities of the General Fund of the U.S. Government. In both
cases, the amounts represent commitments by the government
to provide resources for particular programs, but they do not
represent net assets to the government as a whole.

When the FAA seeks to use fund balance with Treasury
or investments in U.S. Government securities to liquidate
budgetary obligations, Treasury will finance the disbursements

in the same way it finances all other disbursements, using

some combination of receipts, other inflows, and borrowing
from the public (if there is a budget deficit).

G. Investmentin U.S. Government Securities

Unexpended funds in the AATF and Aviation Insurance
Revolving Fund are invested in U.S. Government securities
and reported at cost. A portion of the AATF investments is
liquidated monthly in amounts needed to provide cash for
the FAA appropriation accounts, to the extent authorized.
Aviation Insurance Revolving Fund investments are intended
to be held to maturity, but may be liquidated to pay insurance
claims when necessary. Investments, redemptions, and
reinvestments are held and managed under the direction of
the FAA by the U.S. Treasury.

H. Accounts Receivable

Accounts receivable consists of amounts owed to the FAA
by other federal agencies and the public. Amounts due from
federal agencies are generally the result of the provision

of goods and services to other federal agencies. Accounts
receivable from the public include, for example, aviation user
fees, fines and penalties, reimbursements from employees,
and services performed for foreign governments. Accounts
receivable are presented net of an allowance for loss on
uncollectible amounts, which is based on historical collection

experience or an analysis of the individual receivables.

. Inventory

Within the FAA’'s Administrative Services Franchise Fund
(Franchise Fund), inventory is held for sale to the FAA

field locations and other domestic entities and foreign
governments. Inventory consists of materials and supplies that
the FAA uses to support our nation’s airspace system and is
predominantly located at the Mike Monroney Aeronautical
Center in Oklahoma City, Oklahoma. Inventory costs include
material, labor, and applicable manufacturing overhead.

Inventory held for sale includes both purchased inventory

and refurbished inventory. Inventory held for sale is valued
using historical cost, applying the moving average cost flow
method. The moving average cost flow method is an inventory
costing method used in conjunction with a perpetual inventory
system. A weighted average cost per unit is recomputed after
every purchase. Goods sold are costed at the most recent
moving average cost.
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The FAA has an exchange and repair program where the

FAA field locations exchange non-operational components
with the Franchise Fund for operational components. The
nonoperational repairable components are classified as “held
for repair” and valued using the direct method. Under the
direct method, inventory held for repair is valued at the same
value as a serviceable item less the estimated repair costs.

Raw materials and work in progress is comprised of repairable
inventory components, the materials used to bring the
components to a re-useable or serviceable condition along
with the labor and overhead incurred during the refurbishing
process. Raw materials are valued using historical cost,
applying the moving average cost flow method. The repairable
components, reported as work in progress, are valued at the
same value as a serviceable item less the estimated repair
costs at the time of transfer from the “held for repair” account
to the work in progress account. When the refurbishing
process is complete, the inventory components are reclassified
to “held for sale.”

Inventory may be deemed to be “excess, obsolete, and
unserviceable” if, for example, the quantity exceeds projected
demand for the foreseeable future or if the item has been
technologically surpassed. The “excess, obsolete, and
unserviceable” inventory is determined to have no residual net
realizable value, therefore, a loss is recognized to write off the
inventory in the current period.

J. Operating Materials and Supplies

Operating materials and supplies primarily consist of unissued
materials and supplies that will be used in the repair and
maintenance of FAA-owned aircraft. They are valued based on
the latest acquisition cost. Operating materials and supplies are
expensed using the consumption method of accounting. Under
the consumption method, goods are recognized as assets upon
acquisition and are expensed as they are consumed.

Operating materials and supplies “held for use” are those items
that are consumed on a regular and ongoing basis. Operating
materials and supplies “held for repair” are awaiting service

to restore their condition to “held for use.” An allowance of

50 percent has been established for operating materials and
supplies “held for repair” based on historical experience.

Operating materials and supplies may be classified as “excess,
obsolete, and unserviceable” if, for example, the quantity
exceeds projected demand for the foreseeable future or if

the item has been technologically surpassed. An allowance is
established for “excess, obsolete, and unserviceable” operating
materials and supplies based on the condition of various asset
categories as well as the FAA's historical experience with
disposing of such assets.

K. Property, Plant, and Equipment

The FAA capitalizes acquisitions of Property, Plant, and
Equipment (PP&E) when the cost equals or exceeds $100
thousand (except for internal use software, for which the
threshold is $200 thousand) and the useful life equals

or exceeds two years. The FAA records PP&E at original
acquisition cost. However, where applicable, the FAA allocates
an average cost of like assets within a program, commonly
referred to as “unit costing.” The FAA purchases some
capital assets in large quantities, which are known as “bulk
purchases.” If the cost per unit is below the capitalization
threshold of the FAA, then these items are expensed.

Depreciation expense is calculated using the straight-line
method. Depreciation commences the first month after the
asset is placed in service. The FAA does not recognize residual
value of its PP&E.

Real property assets, such as buildings, air traffic control
towers, en route air traffic control centers, mobile buildings,
roads, sidewalks, parking lots, and other structures, are
depreciated over a useful life of up to 40 years.

Personal property assets, such as aircraft, decision support
systems, navigation-, surveillance-, communications- and
weather-related equipment, office furniture, vehicles, and office
equipment, are depreciated over a useful life of up to 20 years.

Internal use software, such as software used to operate
programmatic and administrative information systems, is
generally amortized over a useful life of five years. However,
it may be adjusted if a determination is made by specific
program office and/or subject matter experts to have a longer
or shorter useful life (not less than two years).

Construction in progress and internal use software in
development are valued at actual direct costs plus applied
overhead and other indirect costs.
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The FAA researches and develops new technologies to
support the nation’s airspace system. Until such time as a
research and development project reaches “technological
feasibility,” the costs associated with the project are expensed
in the year incurred.

L. Leases

The FAA occupies certain real property that is leased by the
DOT from the General Services Administration (GSA). The FAA
also has non-GSA leases. Payments made by the FAA are based
on contractual agreements. Future payments are disclosed for
both cancellable and non-cancellable operating leases, but not
disclosed separately since most lease agreements are either
cancellable or contain termination rights.

Capital leases for buildings and equipment are amortized
over the lease term. If the lease agreement contains a bargain
purchase option or otherwise provides for transferring title
of the asset to the FAA, the buildings are depreciated over a
40-year service life and the equipment is depreciated over its
estimated useful life.

M. Prepaid Charges

The FAA generally does not pay for goods and services

in advance, except for certain reimbursable agreements,
subscriptions, and payments to contractors and employees.
Payments made in advance of the receipt of goods and
services are recorded as prepaid charges at the time of
prepayment and recognized as expenses when the related
goods and services are received.

N. Liabilities

Liabilities covered by budgetary or other resources are those
liabilities for which Congress has appropriated funds, and
which are otherwise available to pay amounts due. Liabilities
not covered by budgetary or other resources represent
amounts owed in excess of available, congressionally
appropriated funds or other amounts. The liquidation of
liabilities not covered by budgetary or other resources is
dependent on future congressional appropriations or other
funding, including the AATF. Liabilities not requiring budgetary
resources include custodial liabilities which are collections

on behalf of other federal entities or funds, such as the
General Fund of the U.S. Government. Custodial liabilities are

liquidated when the collections are transferred to the owner.

Intragovernmental liabilities are claims against the FAA by

other federal agencies.

O. Accounts Payable

Accounts payable are amounts that the FAA owes to other
federal agencies and the public. Accounts payable to federal
agencies generally consist of amounts due under interagency
reimbursable agreements. Accounts payable to the public
primarily consist of unpaid goods and services received by the
FAA in support of our nation’s airspace system.

P. Annual, Sick, and Other Leave

Annual leave is accrued as it is earned and the accrual is
reduced as leave is taken. For each biweekly pay period,

the balance in the accrued annual leave account is adjusted

to reflect the latest pay rates and unused hours of leave.
Liabilities associated with other types of vested leave,
including compensatory, credit hours, restored leave, and sick
leave in certain circumstances, are accrued based on latest pay
rates and unused hours of leave. Sick leave is generally non-
vested, except for sick leave balances at retirement under the
terms of certain union agreements. Funding will be obtained
from future financing sources to the extent that current or
prior year appropriations are not available to fund annual and
other types of vested leave earned but not taken. Non-vested

leave is expensed when used.

Q. Workers’ Compensation

The Federal Employees Compensation Act (FECA) (Public
Law 103-3) provides income and medical cost protection

to covered federal civilian employees injured on the job, to
employees who have incurred work-related occupational
diseases, and to beneficiaries of employees whose deaths are
attributable to job-related injuries or occupational diseases.
The FECA program is administered by the Department of
Labor (DOL), which pays valid claims and subsequently seeks
reimbursement from the FAA for these paid claims.

The FECA liability consists of two elements. The first element,
accrued FECA liability, is based on workers’ compensation
claims paid by DOL but not yet reimbursed by the FAA. The
FAA reimburses DOL for claims as funds are appropriated for
this purpose. In general, there is a two-year period between
payment by DOL and reimbursement to DOL by the FAA. As
a result, the FAA recognizes an intragovernmental liability for
the claims paid by DOL and not yet reimbursed by the FAA.
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The second element, actuarial FECA liability, is the estimated
liability for future benefit payments. The actuarial FECA
liability includes the expected liability for death, disability,
medical, and miscellaneous costs for approved compensation
cases. DOL determines the actuarial FECA liability annually,
as of September 30, using an actuarial method that considers
historical benefit payment patterns, wage inflation factors,
medical inflation factors, and other variables. The projected
annual benefit payments are discounted to present value
using the OMB economic assumptions for 10-year Treasury
notes and bonds. The actuarial FECA liability is not covered by
budgetary resources and will require future funding.

For additional information regarding accrued FECA liability,
see Note 8, Federal Employee Benefits and Note 10, Employee
Related and Other Liabilities.

R. Retirement Plan

FAA employees participate in either the Civil Service
Retirement System (CSRS) or the Federal Employees
Retirement System (FERS). The employees who participate
in the CSRS contribute seven percent of their pay and are
beneficiaries of the FAA’'s matching contribution program,
equal to seven percent of pay, distributed to their annuity
account in the Civil Service Retirement and Disability Fund.

FERS went into effect on January 1, 1987. FERS and Social
Security automatically cover most employees hired after
December 31, 1983. Employees hired prior to January 1,

1984 could elect either to join FERS and Social Security or to
remain in CSRS. FERS offers a savings plan to which the FAA
automatically contributes one percent of pay and matches any
employee contribution up to an additional four percent of pay.
For FERS participants, the FAA also contributes the employer’s
matching share for Social Security. The FAA’'s matching
contributions are recognized as operating expenses.

The FAA recognizes the full cost of pensions and other
retirement benefits during an employee’s active years of
service. The costs are covered through a combination of FAA
appropriations and imputed costs. The imputed amount is
calculated using the Office of Personnel Management's (OPM)
cost factors and is the difference between the FAA's and the
employee’s contributions during the year and the total cost

of the benefit. OPM actuaries determine pension cost factors
by calculating the value of pension benefits expected to be
paid in the future and communicate these factors to the FAA.

The OPM also provides information regarding the full cost
of health and life insurance benefits. The imputed costs are
completely offset with other financing sources, which are
reported as an imputed financing source on the Consolidated
Statements of Changes in Net Position to the extent that
these costs will be paid by the OPM. Reporting of the assets
and liabilities associated with the retirement plans is the
responsibility of the administering agency, OPM. Therefore,
the FAA does not report CSRS or FERS assets, accumulated
plan benefits, or unfunded liabilities, if any, applicable to
employees.

S. Grants

The FAA records an obligation at the time a grant is awarded.
As grant recipients conduct eligible activities under the terms
of their grant agreement, they request payment by the FAA,
typically made via an electronic payment process. Expenses
are recorded at the time of payment approval during the year.
The FAA also recognizes an accrued liability and expense for
estimated eligible grant payments not yet requested by grant
recipients. Grant expenses, including associated administrative
costs, are classified on the Consolidated Statements of Net
Cost under the Airports line of business.

T. Use of Estimates

Management has made certain estimates and assumptions
when reporting assets, liabilities, revenues, and expenses, and
in the note disclosures. Actual results could differ from these
estimates. Significant estimates underlying the accompanying
financial statements include: (a) legal, environmental, and
contingent liabilities; (b) accruals of accounts and grants
payable; (c) accrued workers’ compensation; (d) allowance for
doubtful accounts receivable; (e) allowances for operating
materials and supplies; (f) allocations of common costs to
construction in progress; (g) the allocation of an average

cost of like property, plant, and equipment within a program,
commonly referred to as unit costing; and (h) accrued benefits
and benefits payable.

U. Environmental Liabilities

In compliance with applicable laws and regulations including
the Clean Air Act of 1963, the Resource Conservation and
Recovery Act of 1976, the Comprehensive Environmental
Response, Compensation and Liability Act of 1980 as
amended by the Superfund Amendments and Reauthorization
Act of 1986 and the Community Environmental Response
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Facilitation Act of 1992, the FAA recognizes two types of
environmental liabilities: environmental remediation, and

cleanup and decommissioning.

The liability for environmental remediation is an estimate
of costs necessary to bring a known contaminated site into
compliance with applicable environmental standards. The
increase or decrease in the annual liability is charged to
current year expense.

The liability for environmental cleanup and decommissioning
is the estimated cost that will be incurred to remove, contain,
and/or dispose of hazardous materials when an asset presently
in service is shutdown. The FAA estimates the environmental
cleanup and decommissioning costs at the time that an FAA-
owned asset is placed in service. For assets placed in service
through FY 1998, the increase or decrease in the estimated
environmental cleanup liability is charged to expense. Assets
placed in service in FY 1999 and after do not contain any
known hazardous materials, and therefore do not have
associated environmental liabilities.

There are no known possible changes to these estimates
based on inflation, deflation, technology or applicable laws and
regulations.

V. Contingencies

A contingent liability represents a potential cost to the FAA
depending on the outcome of future events. Three categories
of contingent liabilities — probable, reasonably possible, and
remote — determine the appropriate accounting treatment.
The FAA recognizes contingent liabilities, in the accompanying
balance sheet and statement of net cost, when they are both
probable and can be reasonably estimated. The FAA discloses
contingent liabilities in the notes to the financial statements
(see Note 12) when the conditions for liability recognition are
not met but are reasonably possible. Contingent liabilities that
are considered remote are not disclosed.

In some cases, once losses are certain, payments may be made
from the Judgment Fund maintained by the U.S. Treasury
rather than from the amounts appropriated to the FAA for
agency operations. Payments from the Judgment Fund are
recorded as “Other Financing Sources” when made.

W. Funds from Dedicated Collections

The FAA’s financial statements include the following funds,
considered to be “funds from dedicated collections”:

AATF

Operations-AATF

Operations-General Fund

Grants-in-Aid for Airports

Facilities and Equipment

Research, Engineering, and Development
Aviation Insurance Fund

Aviation User Fees

Funds from dedicated collections are those that are financed
by specifically identified revenues and financing sources which
remain available over time. They are required by statute to

be used for designated activities, benefits, or purposes and
must be accounted for separately from the government’s
general revenues.

The AATF is funded by excise taxes that the IRS collects from
airway system users. These receipts are unavailable until
appropriated by the U.S. Congress. Once appropriated for
use, the FAA transfers the AATF receipts necessary to meet
cash disbursement needs to several other funds, from which
expenditures are made. Those funds that receive transfers
from the AATF are the Operations-AATF, Grants-in-Aid for
Airports, Facilities and Equipment, and Research, Engineering
and Development. These funds represent the majority of the
FAA annual expenditures.

In addition, while the Operations-General Fund is primarily
funded through transfers from Operations-AATF, it is also
supplemented by funding from the General Fund of the U.S.
Government through annual appropriations. Because the
Operations-General Fund is primarily funded from the AATF,
and because it is not reasonably possible to differentiate cash
balances between those originally flowing from the AATF
versus those that come from general fund appropriations,
the Operations-General Fund is presented as funds from
dedicated collections.
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Similarly, while the Grants-in-Aid for Airports account is
typically funded through transfers from the AATF, it was also
supplemented by funding from the General Fund of the U.S.
Government as a result of the Coronavirus Aid, Relief, and
Economic Security (CARES) Act, Public Law 116-136. Because
the funding from general fund appropriations is expected

to be temporary and the predominant source of funding
historically comes from the AATF, Grants-in-Aid for Airports is
presented as funds from dedicated collections.

The funds from dedicated collections in the Facilities and
Equipment fund are used to purchase or construct PP&E.
When PP&E has been placed in service, the funds from
dedicated collections are no longer available for future
expenditure, have been used for their intended purpose, and
are therefore classified as “other funds” on the balance sheet
and the statement of changes in net position. Construction
in progress is classified as “funds from dedicated collections”
because although the funds have been expended, they have
not yet fully achieved their intended purpose. The intended
result of this presentation is to differentiate between funds
from dedicated collections that remain available for future

expenditure, or have not yet fully achieved their designated
purpose, and funds from dedicated collections previously
expended that have achieved their intended purpose.

Additional disclosures concerning funds from dedicated
collections can be found in Note 13.

X. Reclassifications
Certain prior year amounts have been reclassified for
consistency with the current year presentation.

In FY 2020, the FAA’s logistics center was realigned from

a non-line of business program to a program within the Air
Traffic Organization. The logistics center’s net cost have been
reclassified in the Consolidated Statement of Net Cost for the
year ended September 30, 2019.

FY 2019 amounts have been reclassified in Note 13, Funds
from Dedicated Collections, for consistency with the current
year presentation adopted by FAA in FY 2020.
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Note Disclosures Related to the Balance Sheet

NOTE2. Fund Balance with Treasury

Status of fund balance with Treasury balances as of September 30, 2020 and 2019 were:

(Dollars in Thousands)

Status of fund balance with Treasury
Unobligated balance

Available

Not available
Obligated balance not yet disbursed

Investments and contract authority
supporting obligated and unobligated balances

Non-budgetary fund balance with Treasury
Total

Unobligated budgetary account balances are also reflected on
the Statement of Budgetary Resources. Certain unobligated
balances may be restricted to future use and are not available
for current use. For additional information, see Legal
Arrangements Affecting the Use of Unobligated Balances in
Note 16.

Obligated balances not yet disbursed include unpaid
obligations offset by uncollected customer payments from
other U.S. federal government entities.

The FAA is funded with appropriations from the AATF and
the General Fund of the U.S. Government. While amounts
appropriated from the General Fund of the U.S. Government
are included in fund balance with Treasury, AATF investments
are not. AATF investments are redeemed, as needed, to

meet FAA's cash disbursement needs, at which time the

$ 3,882,345 $ 3,794,763
2,473,324 2,449,152
17,154,870 10,090,271

(12,520,542) (11,770,821)

5,648 11,184

$ 10,995,645 $ 4,574,549

funds are transferred into fund balance with Treasury. The
FAA also receives contract authority that allows obligations
to be incurred in advance of an appropriation. The contract
authority is subsequently funded, as authorized, from the
AATF allowing for the liquidation of the related obligations.
Thus, investments and contract authority are not part of

fund balance with Treasury; however, their balances will be
transferred from the AATF to fund balance with Treasury over
time to liquidate obligated balances and unobligated balances
as they become obligated, and thus are necessarily included in
the Status of fund balance with Treasury.

As of September 30, 2020 and 2019, the unused funds in
expired appropriations that were returned to Treasury at the
end of the fiscal year were $57.7 million and $37.9 million,
respectively. These balances are excluded from amounts
reported as fund balance with Treasury.
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NOTE 3. Investments

As of September 30, 2020 and 2019, the FAA’s investment balances were as follows:

(Dollars in Thousands)

Intragovernmental Securities

Nonmarketable par value
Nonmarketable market-based
Subtotal

Accrued interest
Total intragovernmental securities

(Dollars in Thousands)

Intragovernmental Securities

Nonmarketable par value
Nonmarketable market-based
Subtotal

Accrued interest
Total intragovernmental securities

Unamortized

Premium/ (Amortized Investments Market Value

Cost Discount) (Net) Disclosure

$ 7,900,279 $ - $ 7,900,279 $ 7,900,279
2,302,424 12,082 2,314,506 2,335,706
10,202,703 12,082 10,214,785 10,235,985
45,143 = 45,143 —

$ 10,247,846 $ 12,082 $ 10,259,928 $ 10,235,985

Unamortized

Premium/ (Amortized Investments Market Value

Cost Discount) (Net) Disclosure

$ 15,018,080 $ - $ 15,018,080 $ 15,018,080
2,292,830 (10,590) 2,282,240 2,291,825
17,310,910 (10,590) 17,300,320 17,309,905
99,790 - 99,790 -

$ 17,410,700 $ (10,590) $ 17,400,110 $ 17,309,905

The Secretary of the Treasury invests AATF funds on behalf
of the FAA. The FAA investments are considered investment

authority and are available to offset the cost of operations
to the extent authorized by Congress. As of September 30,
2020 and 2019, $7.9 billion and $15.0 billion were invested
respectively in U.S. Treasury Certificates of Indebtedness.

Nonmarketable par value Treasury securities are special series

debt securities that the U.S. Treasury issues to federal entities

at face value (par value). The securities are redeemed at face

value on demand; thus investing entities recover the full

amounts invested plus interest. Investments as of September
30, 2020, mature on various dates through June 30, 2021, and
investments as of September 30, 2019, matured on various
dates through June 30, 2020. The annual rate of return on
Certificates of Indebtedness is established in the month of

issuance. The average rate of return for certificates issued
during FY 2020 and FY 2019 was 1.75 percent and 2.50

percent, respectively.

Nonmarketable, market-based Treasury securities are debt

securities that the Treasury issues to federal entities without

statutorily fixed interest rates. Although the securities are

not marketable, their terms (prices and interest rates) mirror

the terms of marketable Treasury securities. The FAA invests

106

Aviation Insurance Fund collections in nonmarketable market-
based securities and amortizes premiums and discounts

over the life of the security using the interest method. As of
September 30, 2020, these nonmarketable, market-based
securities have maturity dates ranging from November 15,
2020 to January 31, 2023 and have an average rate of return
of approximately 1.8 percent. As of September 30, 2019, these
nonmarketable, market-based securities had maturity dates
ranging from October 15, 2019 to January 31, 2023 and had an
average rate of return of approximately 1.6 percent.

The U.S. Treasury does not set aside assets to pay the future
expenditures of the AATF and the Aviation Insurance Fund
(i.e., dedicated collections). Instead, the cash collected

from the public for the AATF and the Aviation Insurance
Fund is deposited in the U.S. Treasury, and used for general
government purposes. Treasury securities are issued to the
FAA as evidence of the collections by the AATF and the
Aviation Insurance Fund. Treasury securities are an asset

to the FAA and a liability to the U.S. Treasury. Because the
FAA and the U.S. Treasury are both parts of the federal
government, these assets and liabilities offset each other from
the standpoint of the federal government as a whole. For
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this reason, they do not represent an asset or a liability in the by raising tax or other receipts, borrowing from the public,

government-wide financial statements.

repaying less debt, or curtailing other expenditures. This is

the same manner in which the federal government finances all

To the extent authorized by law, the FAA has the ability to other expenditures.

redeem its Treasury securities to make expenditures. When

the FAA redeems these securities, the federal government The FAA does not have any investment in non-federal
finances those expenditures from accumulated cash balances securities.

NOTE 4. Accounts Receivable, Prepayments, and Other Assets, Net

Intragovernmental prepayments represent advance payments to other federal government entities for agency expenses not yet

incurred or for goods or services not yet received. Accounts receivable is shown net of an allowance for uncollectible accounts,
which is based on historical collection experience or an analysis of the individual receivables. As of September 30, 2020 and 2019,

accounts receivable, prepayments, and other assets were:

(Dollars in Thousands) “ “

Intragovernmental
Accounts receivable, gross $ 18,409 $ 28,448
Allowance for uncollectible amounts (1,664) -
Accounts receivable, net 16,745 28,448
Prepayments and other 88,948 95,236
Intragovernmental total 105,693 123,684
With the public
Accounts receivable, gross 44141 56,804
Allowance for uncollectible amounts (14,102) (7,385)
Accounts receivable, net 30,039 49,419
Prepayments 954 434
Other assets 27 27
With the public total 31,020 49,880
Total accounts receivable, prepayments, and other $ 136,713 $ 173,564
The gross amount of accounts receivable, and net realizable value, related to criminal restitution was $1 thousand as of
September 30, 2020 and $49 thousand as of September 30, 2019.
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NOTE5. Inventory, Operating Materials, and Supplies, Net

Inventory is classified as either held for sale, held for repair, or raw materials and work in progress. Collectively, the FAA's
inventory is used to support our nation’s airspace system and is predominantly located at the Mike Monroney Aeronautical Center
in Oklahoma City, Oklahoma. Inventory that is deemed to be excess, obsolete and unserviceable is expected to have no net
realizable value and a loss is recognized for the carrying amount. The carrying amount before identification as excess, obsolete
and unserviceable inventory was $3.1 million in fiscal year 2020 and $8.3 million in fiscal year 2019.

Operating materials and supplies primarily consists of materials and supplies that will be used in the repair and maintenance of
FAA-owned aircraft. As of September 30, 2020 and 2019, inventory, operating materials, and supplies were:

(Dollsrs in Thousands) o

Cost Allowance Net
Inventory
Held for sale $ 264,559 $ = $ 264,559
Held for repair 431,067 = 431,067
Raw materials and work in progress 39,833 — 39,833
Inventory total 735,459 = 735,459
Operating materials and supplies
Held for use 54,663 = 54,663
Held for repair 39,045 (19,522) 19,523
Excess, obsolete, and unserviceable 4,097 (2,574) 1,523
Operating materials and supplies total 97,805 (22,096) 75,709
Total inventory, operating materials, and supplies $ 833,264 $ (22,096) $ 811,168
Cost Allowance Net
Inventory
Held for sale $ 254,558 $ - $ 254,558
Held for repair 394,302 - 394,302
Raw materials and work in progress 41,663 - 41,663
Inventory total 690,523 - 690,523
Operating materials and supplies
Held for use 54,589 - 54,589
Held for repair 37,721 (18,861) 18,860
Excess, obsolete, and unserviceable 4,728 (2,933) 1,795
Operating materials and supplies total 97,038 (21,794) 75,244
Total inventory, operating materials, and supplies $ 787,561 $ (21,794) $ 765,767
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NOTE6. Property, Plant, and Equipment, Net

Property, plant, and equipment balances as of September 30, 2020 and 2019 were:

(Dollars in Thousands)

Accumulated

Class of fixed asset Acquisition value depreciation Net book value
Real property, including land $ 6,779,022 $ (3,895,755) $ 2,883,267
Personal property 18,467,959 (13,376,239) 5,091,720
Internal use software 3,532,469 (2,458,540) 1,073,929
Internal use software in development 1,096,142 - 1,096,142
Assets under capital lease (Note 11) 94,988 (52,039) 42,949
Construction in progress 1,729,689 = 1,729,689
Total property, plant, and equipment $ 31,700,269 $ (19,782,573) $ 11,917,696

(Dollars in Thousands)

Accumulated

Class of fixed asset Acquisition value depreciation Net book value
Real property, including land $ 6,572,297 $ (3,709,718 $ 2,862,579
Personal property 18,703,351 (13,119,057) 5,584,294
Internal use software 3,474,089 (2,169,778) 1,304,311
Internal use software in development 727,216 - 727,216
Assets under capital lease (Note 11) 103,000 (55,434) 47 566
Construction in progress 1,520,003 - 1,520,003
Total property, plant, and equipment $ 31,099,956 $ (19,053,987) $ 12,045,969

The changes to the property, plant, and equipment balance in fiscal year 2020 were:

(Dollars in Thousands) “

Balance beginning of the year $ 12,045,969
Capitalized acquisitions 1,304,029
Donations of property 35,860
Dispositions (75,945)
Revaluations (55,608)
Depreciation expense (1,336,609)

Total property, plant and equipment $ 11,917,696

The FAA’s construction in progress relates primarily to national airspace assets, which are derived from centrally funded national
systems development contracts, site preparation and testing, raw materials, and internal labor charges. The accumulation of costs
to be capitalized for assets in the FAA's PP&E typically flow into and remain in the construction in progress account until the asset
is ready for deployment and placed in service. Once placed in service, the asset balance is transferred from the construction in
progress category to its respective asset category.
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FINANCIAL RESULTS

NOTE7. Liabilities not Covered by Budgetary Resources

Liabilities not covered by budgetary resources require future congressional action whereas liabilities covered by budgetary
resources reflect prior congressional action. Regardless of when the congressional action occurs, when the liabilities are
liquidated, Treasury will finance the liquidation in the same way that it finances all other disbursements, using some combination
of receipts, other inflows, and borrowing from the public (if there is a budget deficit). Liabilities not requiring budgetary resources
include custodial liabilities which are collections on behalf of other federal entities or funds, such as the General Fund of the U.S.
Government. Custodial liabilities are liquidated when the collections are transferred to the owner. The following table shows
liabilities not covered by budgetary resources as of September 30, 2020 and 2019.

(Dollars in Thousands) “ “

Intragovernmental
Federal Employees' Compensation Act payable (Note 10) $ 153,091 $ 158,268
Other accrued liabilities (Note 10) 34,277 29,302
Total intragovernmental 187,368 187,570
FECA actuarial (Note 8) 727,770 788,230
Unfunded annual & other leave & assoc. benefits (Note 10) 555,907 442,180
Sick leave compensation benefits for eligible employees (Note 10) 47,376 44,743
Legal claims (Note 10 and 12) 57,251 10,428
Environmental liabilities (Note 9 and 12) 745,540 866,992
Capital leases (Note 10 and 11) 51,348 57,482
QOther accrued liabilities (Note 10) 9,656 6,838
Total liabilities not covered by budgetary resources $ 2,382,216 $ 2,404,463
Total liabilities not covered by budgetary resources 2,382,216 2,404,463
Total liabilities covered by budgetary resources 6,412,870 1,935,137
Total liabilities not requiring budgetary resources 15,921 19,124
Total liabilities $ 8,811,007 $ 4,358,724
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NOTE 8. Federal Employee Benefits

As of September 30, 2020 and 2019, FECA actuarial liabilities
were $727.8 million and $788.2 million, respectively. The
DOL calculates the FECA liability for the DOT, and the DOT
allocates the liability amount to the FAA, based on actual
workers’ compensation payments to FAA employees over the
preceding four years. FECA liabilities include the expected

liability for death, disability, medical, and miscellaneous costs
for approved compensation cases, plus a component for
incurred but unreported claims. The estimated liability is not
covered by budgetary or other resources and thus will require
future appropriated funding.

NOTE 9. Environmental Liabilities

The FAA's environmental liabilities as of September 30, 2020 and 2019 were:

(Dollars in Thousands)

Environmental remediation
Environmental cleanup and decommissioning

Total environmental liabilities

Remediation is performed at contaminated sites where the
FAA has liability due to past operations or waste disposal
activities. To help manage the cleanup of the contaminated
sites, the FAA established an Environmental Cleanup Program
that includes three service areas, which are responsible

for oversight of the contaminated sites. The service area
personnel use both actual costs and an automated, parametric
cost-estimating tool that provides estimates for all phases of
investigation and remediation to estimate the environmental
remediation liability.

The Environmental cleanup and decommissioning liability is
estimated using a combination of actual costs and project

$ 264,193 $ 343,771
481,347 523,221
$ 745,540 $ 866,992

specific cost proposals for certain targeted facilities. The
FAA uses the average decommissioning and cleanup costs
of the targeted facilities as the cost basis for the other like
facilities to arrive at the estimated environmental liability for
decommissioning and cleanup.

A description of the two categories of environmental liabilities
can be found in Note 1U. Information on contingencies related
to environmental liabilities can be found in Note 12.

Environmental liabilities are not covered by budgetary or other
resources and thus will require future appropriated funding.
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NOTE10. Employee Related and Other Liabilities

As of September 30, 2020, the FAA’'s employee-related and other liabilities were:

Non-current Current
Intragovernmental liabilities liabilities Total
Advances received $ - $ 207,148 $ 207,148
Accrued payroll & benefits payable to other agencies = 103,456 103,456
Liabilities covered by budgetary resources = 310,604 310,604
Federal Employees' Compensation Act payable 82,854 70,237 153,091
Other accrued liabilities = 34,277 34,277
Liabilities not covered by budgetary resources 82,854 104,514 187,368
Custodial liabilities - 15,921 15,921
Liabilities not requiring budgetary resources = 15,921 15,921
Intragovernmental total 82,854 431,039 513,893
With the public

Advances received and other = 189,319 189,319
Accrued payroll & benefits payable to employees = 311,811 311,811
Liabilities covered by budgetary resources - 501,130 501,130
Accrued unfunded annual & other leave & assoc. benefits - 555,907 555,907
Accrued sick leave buy back option for eligible employees 40,778 6,598 47,376
Capital leases (Notes 7 and 11) 43,305 8,043 51,348
Legal claims = 57,251 57,251
Other accrued liabilities = 9,656 9,656
Liabilities not covered by budgetary resources 84,083 637,455 721,538
With the public total 84,083 1,138,585 1,222,668

Total employee related and other liabilities $ 166,937 $ 1,569,624 $ 1,736,561
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As of September 30, 2019, the FAA's employee-related and other liabilities were:

(Dollars in Thousands)

Intragovernmental
Advances received
Accrued payroll & benefits payable to other agencies

Liabilities covered by budgetary resources

Federal Employees' Compensation Act payable
Other accrued liabilities

Liabilities not covered by budgetary resources

Custodial liabilities

Liabilities not requiring budgetary resources

Intragovernmental total

With the public
Advances received and other
Accrued payroll & benefits payable to employees

Liabilities covered by budgetary resources

Accrued unfunded annual & other leave & assoc. benefits
Accrued sick leave buy back option for eligible employees
Capital leases (Notes 7 and 11)

Legal claims

Other accrued liabilities

Liabilities not covered by budgetary resources
With the public total

Total employee related and other liabilities

Non-current Current

liabilities liabilities Total

$ - $ 205,498 $ 205,498
- 80,079 80,079

- 285,577 285,577

85,804 72,464 158,268

- 29,302 29,302

85,804 101,766 187,570

- 19,124 19,124

- 19,124 19,124

85,804 406,467 492,271

- 171,747 171,747

- 261,566 261,566

- 433,313 433,313

- 442,180 442,180

38,177 6,566 44,743
49,029 8,453 57,482

- 10,428 10,428

- 6,838 6,838

87,206 474,465 561,671
87,206 907,778 994,984

$ 173,010 $ 1,314,245 $ 1,487,255

n3
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Accrued payroll and benefits payable to other agencies consists
of FAA contributions payable to other federal agencies for
employee benefits. These include FAA contributions payable
toward life, health, retirement benefits, Social Security,

and matching contributions to the Thrift Savings Plan. The
Thrift Savings Plan is a tax-deferred retirement savings and

investment plan available to federal employees.

An unfunded liability is recorded for the actual cost of
workers’ compensation benefits to be reimbursed to the

DOL, pursuant to the FECA. Reimbursement to the DOL
occurs approximately two years subsequent to the actual
disbursement. Budgetary resources for this intragovernmental
liability are made available to the FAA as part of its annual
appropriation from Congress in the year in which the
reimbursement takes place. The FAA's accrued liability as of
September 30, 2020, includes workers’ compensation benefits
paid by DOL during the periods July 1, 2018 through June 30,
2020, and accrued liabilities for the quarter July 1, 2020
through September 30, 2020. The FAA's accrued liability as of
September 30, 2019, included workers’ compensation benefits
paid by the DOL during the period July 1, 2017 through June
30, 2019, and accrued liabilities for the quarter July 1, 2019
through September 30, 2019.

The estimated liability for accrued unfunded leave and
associated benefits includes annual and other types of vested
leave. Additionally, under the terms of various bargaining
unit agreements, employees who are in FERS have the

option to receive a lump sum payment for 40 percent of their
accumulated sick leave as of their effective retirement date.
Based on sick leave balances, this estimated liability was
$47.4 million and $44.7 million as of September 30, 2020 and
2019, respectively.

The FAA estimated that 100 percent of its $57.3 million and
$10.4 million legal claims liabilities as of September 30, 2020
and 2019, respectively, would be paid from the permanent
appropriation for judgments, awards, and compromise
settlements (Judgment Fund) administered by the Department
of Treasury.

Other accrued liabilities with the public are composed primarily
of accruals for utilities, leases, and travel. Total liabilities not
covered by budgetary resources are presented in Note 7.
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NOTE 11. Leases

Entity as Lessee

The FAA is the lessee for both capital and operating leases.

Capital Leases
Following is a summary of the FAA's assets under capital lease
as of September 30, 2020 and 2019:

(Dollars in Thousands)

Non-Federal
Land, buildings, and machinery $ 94988 $ 103,000
Accumulated depreciation (52,039) (55,434)
Non-Federal assets under capital
lease, net 42,949 47,566
Total assets under capital lease, net $ 42949 § 47566

As of September 30, 2020, the FAA's future payments due on
assets under capital lease were:

(Dollars in Thousands)

Future payments due by fiscal year
(Liabilities not covered by budgetary or other resources)

Year 1 (FY 2021) $ 8,043
Year 2 (FY 2022) 8,059
Year 3 (FY 2023) 8,038
Year 4 (FY 2024) 7,891

Year 5 (FY 2025) 7,238
After 5 Years 21,594
Total future payments 60,863
Less: Imputed interest (9,515)
Net capital lease liability $ 51,348

As of September 30, 2020, all future payments due on assets
under capital lease were non-federal.

The FAA's capital lease payments are authorized to be

funded annually as codified in the United States Code-Title
49-Section 40110(c)(1) which addresses general procurement
authority. The remaining principal payments are recorded as
unfunded lease liabilities. The imputed interest is funded and
expensed annually. The lease terms for capital leases expire at
various dates through FY 2039.

Operating Leases

The FAA has operating leases for real property, aircraft,
and telecommunications equipment. Future operating lease
payments due as of September 30, 2020, were:

(Dollars in Thousands)

Non-

Fiscal year Federal Federal Total
Year 1 (FY 2021) $ 107839 § 74260 $§ 182,099
Year 2 (FY 2022) 102,735 63,890 166,625
Year 3 (FY 2023) 98,315 55,840 154,155
Year 4 (FY 2024) 91,090 27,596 118,686
Year 5 (FY 2025) 86,716 22,107 108,823
After 5 Years 465,502 80,027 545,529

Total future operating

lease payments $ 952197 § 323720 $ 1,275917

Operating lease expense incurred during the year ended
September 30, 2020 was $197.4 million, of which $120.7
million was federal and $76.7 million was non-federal.
Operating lease expense incurred during the year ended
September 30, 2019 was $208.7 million, of which $124.6
million was federal and $84.1 million was non-federal. Federal
operating leases include General Services Administration
leases that have a short termination privilege. However,

the FAA intends to remain in the lease. The operating lease
amounts due after five years do not include estimated
payments for leases with annual renewal options. The lease
terms for operating leases expire at various dates through

FY 2043. Estimates of the lease termination dates are
subjective, and any projection of future lease payments would
be arbitrary.
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Continuing Resolution and Reauthorization. Effective
October 1, 2020, the FAA is operating under a continuing
resolution, Public Law 116-159, for its FY 2021 appropriation
and many of its programmatic and financing authorities. The
continuing resolution will be in effect through December

11, 2020, unless superseded by enactment of specified
appropriations legislation and includes a provision that allows
the FAA to continue spending at FY 2020 rates.

In addition, the passage of the FAA Reauthorization Act of
2018, Public Law 115-254, authorizes the FAA's programmatic
and financing authorities, the Airport Improvement Program
contract authority, and the authority to collect and deposit
excise taxes into and make expenditures from the AATF. The
new authority expires on September 30, 2023.

The Coronavirus Aid, Relief, and Economic Security (CARES)
Act, Public Law 116-136, suspended certain aviation excise
taxes through December 31, 2020, but does not otherwise
affect the FAA's reauthorization. The Continuing Appropriations
Act, 2021 and Other Extensions Act, Public Law 116-159,
appropriated $14 billion in FY 2021 from the General Fund of
the U.S. Government to be transferred to the AATF.

Airport Improvement Program. The Airport Improvement
Program provides grants for the planning and development
of public-use airports that are included in the National Plan of
Integrated Airport Systems. Eligible projects generally include
improvements that address airport safety, capacity, security,
and environmental concerns. The FAA's share of eligible costs
for large and medium primary hub airports is 75 percent,

with the exception of noise program implementation, for
which the FAA’s share is 80 percent. For remaining airports
(small primary, reliever, and general aviation), the FAA's share
of eligible costs is 90 percent. However, the CARES Act
provided funding for the FAA to pay a Federal share of the
costs for grants awarded under Public Law 116-94, Further
Consolidated Appropriations Act, 2020, to 100 percent.

The FAA has authority under 49 U.S.C. 47110(e) to issue letters
of intent to enter into a series of annual Airport Improvement
Program grant agreements. The FAA records an obligation
when a grant is awarded. As of September 30, 2020, the FAA
had letters of intent extending through FY 2026 totaling $7.3
billion. As of September 30, 2020, the FAA had obligated $6.9
billion of this total amount, leaving $323 million unobligated.

As of September 30, 2019, the FAA had letters of intent
extending through FY 2026 totaling $7.3 billion. As of
September 30, 2019, the FAA had obligated $6.8 billion of this
total amount, leaving $435 million unobligated.

Aviation Insurance Program. The FAA provides non-premium
war risk insurance for certain U.S. Government contracted
operations as permitted by 49 U.S.C. 44305. Coverage is
provided without premium to air carriers at the written request
of other U.S. Government agencies. The scope of coverage
under the Non-Premium War Risk Insurance program includes
hull, bodily injury, personal injury, and property damage. The
FAA is currently providing coverage for certain U.S. Department
of Defense (DOD) contracted air carrier operations.

Because insurance policies are issued only at the request of
other federal departments and agencies, total coverage-in-force
fluctuates throughout the fiscal year. The coverage-in-force at
any given point in time does not represent a potential liability
against the Aviation Insurance Revolving Fund because the
Secretary of Defense has entered into an indemnity agreement
with the Secretary of Transportation and will fully reimburse
the Fund for all losses paid by the FAA on behalf of DOD.

Contingencies. The FAA has the following contingencies as of
September 30, 2020 and 2019:

Legal Contingencies. The FAA’s legal contingencies include
asserted and pending legal claims. An accrued liability is
recognized for legal claims where the loss is probable and
the amount can be reasonably estimated. For pending legal
claims where the loss is reasonably possible, a liability is
not recognized, however, the estimated range of loss is
disclosed in the following table. There are other claims
that could result in significant pay-outs; however, it is

not possible at this time to determine the probability of

an unfavorable outcome, or to estimate the amount of
potential loss in the event of such an outcome.

Environmental Contingencies. The FAA’s environmental
contingencies include environmental remediation, and
environmental clean-up and decommissioning. The
nature of these contingencies is described in Note 1U.
An accrued liability is recognized for environmental
contingencies where the loss is probable and the
amount can be reasonably estimated. For environmental
contingencies where the loss is reasonably possible, a
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liability is not recognized, however, the estimated range

of loss is disclosed in the following table. FAA is a party

to environmental remediation sites in Alaska, the Pacific

Islands, and New Jersey in which the extent of liability is

The following table shows the loss contingencies as of September 30, 2020 and 2019:

(Dollars in Thousands)

Estimated Range of Loss

not both probable and reasonably estimable. As a result,
a liability is not recognized for these sites without further
studies and negotiations with other federal agencies.

Estimated Range of Loss

Accrued Accrued

Liabilities Lower End Upper End Liabilities Lower End Upper End
Legal Contingencies:
Probable § 57,251 § 57,251 $§ 57,251 $ 10,428 $ 10,428 § 10428
Reasonably Possible N/A $ 222,331 $ 222,331 N/A $ 283,344 § 283344
Environmental Contingencies:
Probable § 745,540 § 745,540 $ 745,540 $ 866,992 $ 866,992 § 866,992
Reasonably Possible N/A $ 103,145 $ 103,145 N/A $ 122122 $ 122122
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FINANCIAL RESULTS

Funds from dedicated collections are those that are financed
by specifically identified revenues and financing sources that
remain available over time. They are required by statute to be
used for designated activities, benefits, or purposes and must
be accounted for separately from the government’s general

revenues.

The FAA's funds from dedicated collections are reported in

the Consolidated Statements of Changes in Net Position and
on pages 119-120 among two classifications. The first
classification is comprised of the financial statement balances in
AATF as of the end of each fiscal year. The second classification
of “All other funds from dedicated collections” is comprised

of the financial statement balances of all the related funds

that receive funding from the AATF and includes Operations-
AATF, Grants-in-Aid for Airports, Facilities and Equipment,

and Research, Engineering and Development. The “All other
funds from dedicated collections” classification also includes
the Operations-General Fund, which is primarily funded
through transfers from Operations-AATF, but is additionally
supplemented by the General Fund of the U.S. Government
through annual appropriations. However, since the Operations
account is primarily funded from the AATF, it is properly
presented as a “fund from dedicated collections.” The category
of “All other funds from dedicated collections” also includes the

Aviation Insurance Revolving Fund and aviation user fees.

Grants-in-Aid for Airports is primarily funded through
transfers from the AATF, but also received funding in FY 2020
from the General Fund of the U.S. Government as a result of
the Coronavirus Aid, Relief, and Economic Security (CARES)
Act, Public Law 116-136. Because the funding from general
fund appropriations is expected to be temporary and the
predominant source of funding historically comes from the
AATF, Grants-in-Aid for Airports is presented as funds from
dedicated collections.

This note presents only the funds from dedicated collections
that are financing sources available for future expenses, and
funds that have been expended but have not yet fully achieved
their designated purpose, such as construction in progress.

As such, PP&E that has been placed in service, though funded
from Facilities and Equipment, are excluded from this note;
these funds are no longer available for future expenditure and
have been used for their intended purpose.

This note is presented on a combined basis. The combined
presentation does not eliminate intra-entity balances or
transactions between funds from dedicated collections held
by the entity. Similarly, the combined presentation does not
eliminate intra-entity balances or transactions with non-
dedicated collections, such as the FAA’s Franchise Fund.

Airport and Airway Trust Fund

The FAA's consolidated financial statements include the
results of operations and the financial position of the AATF.
Congress created the AATF with the passage of the Airport
and Airway Revenue Act of 1970.

The Act provides a dedicated source of funding for the
nation’s aviation system through the collection of several
aviation-related excise taxes. The IRS collects these taxes on
behalf of the FAA's AATF. These taxes can be withdrawn only
as appropriated by the U.S. Congress. Twice a month, Treasury
allocates the amount collected and subsequently adjusts the
allocation to reflect actual collections quarterly.

As discussed in Note 1D, FY 2020 excise tax revenue includes
amounts certified as actual by the IRS for the first two
quarters of the year and amounts allocated by the Office of
Tax Analysis for the last two quarters of the year.

All Other Funds from Dedicated Collections

The Aviation Insurance Program had investments of $2.3
billion and revenues of $42.8 million for the period ended
September 30, 2020 compared to $2.3 billion and $46.4
million, respectively, for the period ended September 30,
2019. The Aviation Insurance Program is also discussed in
Notes 1G and 12.

Aviation user fees are charged to commercial airlines that
fly in U.S. controlled air space, but neither take off nor
land in the U.S. The FAA reported aviation user fees of
$100.7 million and $148.4 million for the periods ended
September 30, 2020 and 2019, respectively.

Intra-agency transactions have not been eliminated in the

amounts presented.
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The FAA's funds from dedicated collections as of and for the year ended September 30, 2020, consist of the following:

(Dollars in Thousands)

BALANCE SHEET
Assets
Intragovernmental
Fund balance with Treasury
Investments, net
Accounts receivable, prepayments, and other, net
Total intragovernmental

Property, plant, and equipment, net
Accounts receivable, prepayments, and other, net
Total assets

Liabilities
Intragovernmental liabilities
Accounts payable
Employee related and other
Total intragovernmental liabilities

Accounts payable

Grants payable

Federal employee benefits

Employee related and other
Total liabilities

Net position

Unexpended appropriations
Cumulative results of operations
Total liabilities and net position

Statement of net cost
Total expenses

Less earned revenue

Net cost of operations

Statement of changes in net position

Net position beginning of period

Budgetary financing sources
Appropriations received
Rescissions, cancellations, and other
Non-exchange revenue
Transfers-in/out without reimbursement

Other financing sources

Net cost of operations

Change in net position

Net position end of period

All other funds from Total funds from

AATF dedicated collections dedicated collections

$ (124,690) $ 9,201,036 $ 9,076,346
7,934,830 2,325,098 10,259,928

= 6,974,759 6,974,759

7,810,140 18,500,893 26,311,033

- 2,779,169 2,779,169

- 14,819 14,819

$ 7,810,140 $ 21,294,881 $ 29,105,021
$ 5,967,944 $ 803,580 $ 6,771,524
- 310,193 310,193

5,967,944 1,113,773 7,081,717

= 383,738 383,738

= 5,161,060 5,161,060

- 721,770 721,770

- 1,123,215 1,123,215

5,967,944 8,509,556 14,477,500

- 432,928 432,928

1,842,196 12,352,397 14,194,593

$ 7,810,140 $ 21,294,881 $ 29,105,021
$ = $ 23,914,854 $ 23,914,854
(14) (367,959) (367,973)

$ (14) $ 23,546,895 $ 23,546,881
$ 9,391,754 $ 10,181,626 $ 19,573,380
- 111,000 111,000
- (73,203) (73,203)

9,345,585 2,526 9,348,111
(16,895,157) 26,619,412 9,724,255
= (509,141) (509,141)
14 (23,546,895) (23,546,881)
(7,549,558) 2,603,699 (4,945,859)

$ 1,842,196 $ 12,785,325 $ 14,627,521
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The FAA's funds from dedicated collections as of and for the year ended September 30, 2019, consist of the following:

(Dollars in Thousands) All other funds from Total funds from

FINANCIAL RESULTS

AATF dedicated collections dedicated collections
BALANCE SHEET
Assets
Intragovernmental
Fund balance with Treasury $ 1,017,491 $ 1,720,013 $ 2,737,504
Investments, net 15,110,199 2,289,911 17,400,110
Accounts receivable, prepayments, and other, net - 7,600,776 7,600,776
Total intragovernmental 16,127,690 11,610,700 27,738,390
Property, plant, and equipment, net - 2,315,871 2,315,871
Accounts receivable, prepayments, and other, net - 30,374 30,374
Total assets $ 16,127,690 $ 13,956,945 $ 30,084,635
Liabilities
Intragovernmental liabilities
Accounts payable $ 6,735,936 $ 649,720 $ 7,385,656
Employee related and other - 278,452 278,452
Total intragovernmental liabilities 6,735,936 928,172 7,664,108
Accounts payable - 419,453 419,453
Grants payable - 743,268 743,268
Federal employee benefits - 788,230 788,230
Employee related and other - 896,196 896,196
Total liabilities 6,735,936 3,775,319 10,511,255
Net position
Unexpended appropriations - 730,649 730,649
Cumulative results of operations 9,391,754 9,450,977 18,842,731
Total liabilities and net position $ 16,127,690 $ 13,956,945 $ 30,084,635
Statement of net cost
Total expenses $ - $ 15,910,221 $ 15,910,221
Less earned revenue (12) (443,342) (443,354)
Net cost of operations $ (12) $ 15,466,879 $ 15,466,867
Statement of changes in net position
Net position beginning of period $ 9,223,581 $ 10,066,867 $ 19,290,448
Budgetary financing sources
Appropriations received - 577,358 577,358
Rescissions, cancellations, and other - (37,893) (37,893)
Non-exchange revenue 16,342,811 3,100 16,345,911
Transfers-in/out without reimbursement (16,174,650) 15,868,375 (306,275)
Other financing sources - (829,302) (829,302)
Net cost of operations 12 (15,466,879) (15,466,867)
Change in net position 168,173 114,759 282,932
Net position end of period $ 9,391,754 $ 10,181,626 $ 19,573,380
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Note Disclosures Related to the Statement of Net Cost

NOTE 14. Net Cost by Program and Strategic Goal

overhead, are allocated. The net cost for non-line of business

The FAA's five lines of business represent the programs

reported in the Consolidated Statements of Net Cost.

Cost centers assigned to each line of business permit the

direct accumulation of costs. Other costs that are not

directly traced to each line of business, such as agency

programs includes services provided by the Mike Monroney

Aeronautical Center, aviation overflight user fees, and other

programs.

The following is the net cost of operations by strategic goal for the years ended September 30, 2020 and 2019:

(Dollars in Thousands)

Line of business programs
Air Traffic Organization
Airports
Aviation Safety
Security and Hazardous Materials Safety
Commercial Space Transportation

Non-line of business programs

Net cost

(Dollars in Thousands)

Line of business programs
Air Traffic Organization
Airports
Aviation Safety
Security and Hazardous Materials Safety
Commercial Space Transportation

Non-line of business programs

Net cost

For the Year Ended September 30, 2020

Strategic Goals

Safety Infrastructure Innovation Accountability Total

$ 10,250,923 § 1354512 § 73,525 $ 399,681 § 12,078,641
8,560,801 2,530,026 110,646 98,593 11,300,066
1,554,531 35,367 18,313 2129 1,610,340
85,971 44,519 1,269 (38,233) 93,526

24,807 1,029 1,019 1,467 28,322
(107,607) 62,080 2,068 121,781 78,322

$ 20,369,426 § 4027533 § 206,840 $ 585,418 § 25,189,217

For the Year Ended September 30, 2019

Strategic Goals

Safety Infrastructure Innovation Accountability Total

$ 10,235,514 $ 1315947 § 52,125 $ 368,740 $ 11,972,326
1,125,392 2,175,268 106,492 92,010 3,499,162
1,485,625 34,823 10,203 3,387 1,534,038
90,845 39,375 953 (42,693) 88,480

20,908 1,448 1,377 967 24,700
(25,505) 21,770 273 61,846 58,384

$ 12,932,779 § 3,588,631 $ 171,423 $ 484,257  $ 17,177,090
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NOTE15. Inter-Entity Costs

The FAA receives certain goods and services from other Administration Letter issued by the OPM, which provides

federal entities at no cost or at a cost less than the full cost actuarial cost factors for accrued pension and post-
to the providing federal entity. Consistent with accounting retirement benefit expenses for current employees. The

standards, only certain costs of the providing entity that are amount recognized represents the difference between

not fully reimbursed by the FAA are recognized as imputed
costs (in the Statement of Net Cost), and are offset by
imputed financing sources (in the Statement of Changes in
Net Position). Each of these costs are listed below. However,
unreimbursed costs of goods and services other than those
listed below are not included in our financial statements.

® The Office of Personnel Management (OPM) provides
pension and post-retirement benefits to employees
upon retirement from federal service. The imputed cost
recognized by the FAA is based on the annual Benefits

employer and employee contributions and the total cost of
the benefit.

The U.S. Treasury’s Judgment Fund provides payments for
settlements of lawsuits or court assessments against the
FAA.

The Department of Homeland Security’s Continuous
Diagnostic and Mitigation program provides hardware,
software, and services in support of the government-wide
focus on heightened cyber security.

For the fiscal years ended September 30, 2020 and 2019, imputed costs were as follows:

(Dollars in Thousands)

Office of Personnel Management $ 337,429 $ 417,107
Treasury Judgment Fund 6,249 23,284
Department of Homeland Security = 1,733
Total imputed costs $ 343,678 $ 442,124

FINANCIAL RESULTS
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Note Disclosures Related to the Statement of Budgetary Resources
NOTE16. Statement of Budgetary Resources Disclosures

Unobligated Balance from Prior Year Budget Authority, Net

The unobligated balance from prior year budget authority is presented net of transfers, recoveries from prior year obligations,
and balances withdrawn for cancelled authority. As a result, the amount will not equal the prior year unobligated balance,

end of year total. As of September 30, 2020 and 2019, the unobligated balances from prior year budget authority, net of
adjustments were:

(Dollars in Thousands) m “

Unobligated balance, brought forward from prior year $ 6,243,915 $ 5,766,331
Adjustments to budgetary resources made during current year

Recoveries of prior year obligations 331,505 348,941
Balances withdrawn to Treasury (57,667) (37.895)
Balances withdrawn to the AATF (23,509) (24,850)
Other adjustments (561) 751
Unobligated balance from prior year budget authority, net $ 6,493,683 $ 6,053,278
Appropriations

Appropriations, as reported in the Combined Statements of Budgetary Resources, includes amounts made available to the FAA
from general, revolving, and special funds, as well as funds from dedicated collections. In contrast, appropriations received as
reported in the Consolidated Statements of Changes in Net Position pertain only to amounts made available to the FAA from
general funds. The following is a reconciliation of these amounts as of September 30, 2020 and 2019:

(Dollars in Thousands) m “

Combined Statement of Budgetary Resources - appropriations $ 34,669,210 $ 14,603,558
Less amounts made available to FAA from AATF dedicated collections (13,756,665) (13,024,500
Less other appropriated receipts and budgetary adjustments (10,401,545) (501,700)
Consolidated Statement of Changes in Net Position - appropriations received $ 10,511,000 $ 1,077,358

Available Contract Authority

Contract authority, as reported on the Combined Statement of Budgetary Resources, is the amount permitted by law to enter
into contracts or incur obligations. Throughout the fiscal year, the contract authority is liquidated by appropriation. As of
September 30, 2020 and 2019, the remaining contract authority available was $4.2 million and $5.3 million, respectively.

Apportionment Categories of New Obligations and Upward Adjustments

During FY 2020 and FY 2019, direct and reimbursable new obligations and upward adjustments against amounts apportioned by
fiscal quarter (Category A) and amounts apportioned by program, project, or activity (Category B), were as follows:

(Dollas in Thausands) o _ _§ a9

Direct  Reimbursable Total Direct  Reimbursable Total
Category A $ 1,134 $ 533,307 $ 534,441 $ 571 § 521,295 $ 521,866
Category B 48,693,963 209,535 48,903,498 27,638,891 263,229 27,902,120
Total $ 48,695,097 § 742,842 $ 49,437,939 § 27,639,462 § 784,524 § 28,423,986
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Undelivered Orders

As of September 30, 2020 and 2019, the amount of budgetary resources obligated for undelivered orders were:

(Doer n Thousands) o | v

Federal Non-Federal Total Federal Non-Federal Total
Obligations, unpaid $ 169,702 $ 11,133,901 $ 11,303,603 $ 205,153 § 8,513,654 $ 8,718,807
Obligations, prepaid/advanced 211,886 1,229 213,115 218,903 600 219,503
Total $ 381,588 $ 11,135,130 $§ 11,516,718 $ 424,056 § 8,514,254 $ 8,938,310

Legal Arrangements Affecting the Use of Unobligated Balances

Unobligated balances remain legally available for obligation when the funds are apportioned by the OMB and the period of
availability is unexpired. Unobligated balances are not available when the funds are not yet apportioned or the period of availability
is expired. Unobligated balances of expired accounts are not available to fund new obligations, but they can be used for upward
adjustments of obligations that were incurred during the period of availability or for paying claims attributable to that time period.

Aviation insurance investments are not available for obligation until authorized, for example, in the event of a major air carrier loss
caused by a war risk occurrence.

Statement of Budgetary Resources vs. the Budget of the U.S. Government

The following is a reconciliation of the Combined Statement of Budgetary Resources with the Budget of the U.S. Government:

(Dollars in Millions) For the Year Ended September 30, 2019

New
Obligations Distributed
Budgetary and Upward Offsetting
Resources Adjustments Receipts Net Qutlays
FAA Combined Statement of Budgetary Resources $§ 34,668 § 28,424 $ (510) § 17170
[tems included in the Combined Statement of Budgetary Resources, but
excluded from the President’s budget:
Expired Funds (191) - - -
Other (2) ) - -
Budget of the United States Government $ 34,475 $ 28423 $ (510) $ 17170

(For consistency with the presentation of the Budget of the U.S. Government, dollars are presented in millions in this table only.)

The Budget of the U.S. Government is available on the OMB’s web site. The budgetary resources, new obligations, upward
adjustments, and net outlay amounts are from the “Detailed Budget Estimates by Agency” found in the Appendix of the
Budget. The distributed offsetting receipts amount is from the “Federal Budget by Agency and Account” found in the Analytical
Perspectives of the Budget. The actual amounts for FY 2019 are presented in the FY 2021 Budget. The actual amounts for

FY 2020 will be presented in the FY 2022 Budget, which occurs after the issuance of these financial statements. The OMB is
expected to publish this information early in calendar year 2021.

The primary difference between the Combined Statement of Budgetary Resources and the Budget of the U.S. Government is that
budgetary resources available from funds with expired authority are not included in the Budget of the U.S. Government. Other
differences are due to rounding.
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Note Disclosures Not Pertaining to a Specific Statement

NOTE17. Incidental Custodial Collections

Cash collections that are “custodial” are not revenue to the FAA, but are collected on behalf of other federal entities or funds.

Custodial collections are considered to be incidental to the FAA’s primary mission. The following table presents custodial
collections and the disposition of those collections for the years ended September 30, 2020 and 2019:

(Dollars in Thousands)

Custodial revenue

Sources of cash collections:
Fines, penalties, and forfeitures
General fund proprietary interest
Miscellaneous recoveries and refunds

Total cash collections

Accrual adjustment

Total custodial revenue

Disposition of collections
Transferred to others (by recipient):
Treasury (general fund)
Amounts yet to be transferred
Total disposition of collections

Net custodial activity

FISCALYEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT

$ 3,286 5,498
10 18

7,128 9,647

10,424 15,163

(3,203) 1,919

7,221 17,082

10,424 15,163

(3,203) 1,919

7,221 17,082

$ — _
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NOTE 18.

Budgetary and financial accounting information differ.
Budgetary accounting is used for planning and control
purposes and relates to both the receipt and use of cash, as
well as reporting the federal deficit. Financial accounting is
intended to provide a picture of the government’s financial
operations and financial position so it presents information
on an accrual basis. The accrual basis includes information
about costs arising from the consumption of assets and the
incurrence of liabilities.

The reconciliation of net outlays, presented on a budgetary
basis, and the net cost, presented on an accrual basis, provides
an explanation of the relationship between budgetary and
financial accounting information. The reconciliation serves

not only to identify costs paid for in the past and those that
will be paid in the future, but also to assure integrity between

budgetary and financial accounting.
The analysis below illustrates this reconciliation by listing the
key differences between net cost and net outlays.

® The acquisition of capital assets results in outlays, but does
not result in costs. Rather, the costs are recognized over

Reconciliation of Net Cost to Net Outlays

the useful lives of the assets as depreciation expense. To
reconcile this difference, depreciation is a component of
net operating cost, but not part of net outlays; and the
acquisition of capital assets is a component of net outlays,
but not part of net operating cost.

® Special fund receipts, such as aviation overflight user fees,
are collected from specific sources that are earmarked by
law for a specific purpose, and require an appropriation to
be expended. The exchange revenue from these receipts
is included in the net cost of operations, but there is no

corresponding net outlay.

Although some differences presented in the reconciliation
relate to amounts reported in the balance sheet and statement
of net position, the amounts may not tie. Certain financial
activities do not result in net operating cost, nor net outlays,
and are therefore excluded from the reconciliation. For
example, the purchase of investments results in a change

in assets on the balance sheet, but does not result in net

operating cost nor net outlays.
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The following is a reconciliation of net cost to net outlays as of September 30, 2020:

(Dollars in Thousands)

Net Operating Cost

Components of Net Operating Cost Not Part of Net Outlays
Property, plant, and equipment depreciation
Property, plant, and equipment and inventory disposal and revaluation
Special fund receipts
Other
Increase/(decrease) in assets:
Accounts receivable, prepayments, and other
Investments
(Increase)/decrease in liabilities:
Accounts payable
Grants payable
Federal employee benefits
Environmental
Employee related and other
Other financing sources:
Imputed financing from costs absorbed by others
Transfers-in/out without reimbursement
Other financing sources

Total Components of Net Operating Cost Not Part of Net Outlays

Components of Net Outlays Not Part of Net Operating Cost
Acquisition of capital assets

Acquisition of inventory

Other

Total Components of Net Outlays Not Part of Net Operating Cost

Net Outlays

Related Amounts on the Statement of Budgetary Resources
Outlays, net (total)
Distributed offsetting receipts

Agency outlays, net

FISCAL YEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT

Intragovernmental With the Public Total
$ 2,554,374 $ 22,634,843 $ 25189217
= (1,336,609) (1,336,609)

= (98,924) (98,924)

= 100,721 100,721

(1,021) (67,698) (68,719)

(17,991) 219 (17,772)

9,567 = 9,567

2,151 30,752 32,903

= (4,417,792) (4,417,792)

= 60,460 60,460

= 121,452 121,452

(24,680) (224,505) (249,185)
(343,678) - (343,678)

8,808 = 8,808

= (83) (83)

(366,844) (5,832,007) (6,198,851)

47,197 1,256,832 1,304,029

= 67,007 67,007

(289) (9.375) (9.664)

46,908 1,314,464 1,361,372

$ 2,234,438 $ 18,117,300 $ 20,351,738
30,761,594

(10,409,856)
8 2031738

127

S1TNS3d TVIONVNIL



FINANCIAL RESULTS

The following is a reconciliation of net cost to net outlays as of September 30, 2019:

(Dollars in Thousands)

Net Operating Cost

Components of Net Operating Cost Not Part of Net Outlays
Property, plant, and equipment depreciation
Property, plant, and equipment and inventory disposal and revaluation
Special fund receipts
Other
Increase/(decrease) in assets:
Accounts receivable, prepayments, and other
Investments
(Increase)/decrease in liabilities:
Accounts payable
Grants payable
Federal employee benefits
Environmental
Employee related and other
Other financing sources:
Imputed financing from costs absorbed by others
Transfers-in/out without reimbursement

Other financing sources

Total Components of Net Operating Cost Not Part of Net Outlays

Components of Net Outlays Not Part of Net Operating Cost
Acquisition of capital assets

Acquisition of inventory

Other

Total Components of Net Outlays Not Part of Net Operating Cost

Net Outlays

Related Amounts on the Statement of Budgetary Resources
Outlays, net (total)
Distributed offsetting receipts

Agency outlays, net

Intragovernmental With the Public Total

$ 2,452,216 $ 14724874 § 17,177,090

- (1,382,666) (1,382,666)

- (252,272) (252,272)

- 148,434 148,434

(409) (74,786) (75,195)

(61,315) (460) (61,775)
5118 - 5118
263 37,128 37,391

- (48,162) (48,162)

- 18,449 18,449

- 78,976 78,976

(13,895) (29,460) (43,355)

(442,124) - (442,124)

(15,949) - (15,949)
67 - 67

(528,244) (1,504,819) (2,033,063)
56,957 1,390,687 1,447,644
- 80,719 80,719

(81) (12,682) (12,763)
56,876 1,458,724 1,515,600

$ 1,980,848 $ 14,678,779 $ 16,659,627

17,169,922
(510,295)
8 16659627

128 FISCAL YEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT



NOTE 19. Disclosure Entities

The Center for Advanced Aviation System Development
(CAASD) is a Federally Funded Research and Development
Center (FFRDC) sponsored by the FAA. FFRDCs are
nonprofit entities that are sponsored and funded by the

U.S. Government to meet special long-term research or
development needs. CAASD serves the public interest by
providing essential research to advance the safety, security,
effectiveness, and efficiency of aviation and transportation in
the United States and around the world.

The administrator of CAASD is The MITRE Corporation
(MITRE). MITRE is a not-for-profit organization that operates
multiple FFRDCs including CAASD. MITRE is a “public interest
company” having no commercial interests. The absence of
commercial conflicts of interest is essential to maintaining
independence and objectivity.

As the sponsor of CAASD, the FAA has a long-term
relationship with MITRE. The nature of this relationship is for
the FAA to provide sufficient physical and financial resources
in support of CAASD’s innovative research and development
that in turn supports the accomplishment of FAA’s mission.
The FAA’s relationship with MITRE and CAASD presents no
financial or non-financial risk, and there is no expectation of
benefits based on this relationship, other than the results of
the independent research and development.

For the periods ended September 30, 2020 and 2019, the
FAA had new obligations of $144 million and $159 million,
respectively, in support of its sponsorship agreement with
MITRE for CAASD.

NOTE 20. £ COVID-19 Activity

The Coronavirus Aid, Relief, and Economic Security (CARES)
Act, Public Law 116-136, provided $10 billion in general fund
appropriations for Grants-in-Aid for Airports to prevent, prepare
for, and respond to the COVID-19 public health emergency.

In addition, of the amounts previously made available from
the AATF for operations in the Bipartisan Budget Act of 2018
(Public Law 115-123), up to $25 million may be repurposed
to prevent, prepare for, and respond to the COVID-19 public
health emergency. Airport grants issued with CARES Act
funds can be used for airport capital expenditures and airport
operating expenses such as payroll, utilities, and debt services.

Because Grants-In-Aid for Airports is a trust fund account,
budgetary concepts require that this general fund
appropriation be deposited to a general fund payment
account, apportioned, then transferred to an available trust
fund receipt account, fully expending the appropriation.
The transfer-in to the available trust fund receipt account is
then recorded as an appropriated receipt, apportioned, and
available for obligation.

The classification of funds from dedicated collections is made
by individual fund. In this case, the general fund payment
account is classified as all other funds because its funding
comes from general fund appropriations. Whereas, Grants-in-
Aid for Airports is classified as funds from dedicated collections.
In situations where there is a mixed source of funding, which
is the case with Grants-in-Aid for Airports, the classification

is based on the predominant source of funding. Even though
the appropriated receipt for COVID-19 activity originates
from general fund appropriations, the long-term expectation is
that the predominant source of funding for Grants-in-Aid for
Airports comes from aviation excise taxes, which are non-
federal sources to be used for designated purposes.

This note is presented on a combined basis. The combined
presentation does not eliminate intra-entity balances or
transactions.
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The FAA's COVID-19 activity as of and for the year ended September 30, 2020, consist of the following:

Funds from dedicated

(Dollars in Thousands)

BALANCE SHEET
Assets

Fund balance with Treasury (Note 2)

Accounts receivable, prepayments, and other, net (Note 4)
Total assets

Liabilities and net position
Accounts payable
Grants payable
Employee related and other (Note 10)
Cumulative results of operations
Total liabilities and net position

STATEMENT OF NET COST
Expenses
Total net cost

STATEMENT OF CHANGES IN NET POSITION
Unexpended appropriations
Appropriations received (Note 16)
Appropriations used
Total unexpended appropriations

Cumulative results of operations
Beginning balances
Appropriations used
Transfers-in/out without reimbursement
Other financing sources (Note 15)
Total financing sources
Net cost of operations

Cumulative results of operations

Total net position

COMBINED STATEMENTS OF BUDGETARY RESOURCES
Budgetary resources (Note 16)
Unobligated balance from prior year budget authority, net
Appropriations
Total budgetary resources

Status of budgetary resources
New obligations and upward adjustments
Unobligated balance, end of year

Total budgetary resources

Outlays, net
Outlays, net (total)
Distributed offsetting receipts
Agency outlays, net
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collections All other funds Total
$ 6,868,828 $ = 6,868,828
4,199 - 4,199
$ 6,873,027 $ - 6,873,027
$ 1M $ - 141
4,369,120 - 4,369,120
76 = 76
2,503,690 - 2,503,690
$ 6,873,027 $ = 6,873,027
$ 7,520,994 $ - 7,520,994
$ 7,520,994 $ - 7,520,994
$ = $ 10,000,000 10,000,000
= (10,000,000) (10,000,000)
5 - $ - -
$ 25,000 $ = 25,000
= 10,000,000 10,000,000
10,000,000 (10,000,000) —
(316) = (316)
10,024,684 = 10,024,684
7,520,994 = 7,520,994
$ 2,503,690 $ = 2,503,690
$ 2,503,690 $ = 2,503,690
$ 25,000 $ - 25,000
10,000,000 10,000,000 20,000,000
$ 10,025,000 $ 10,000,000 20,025,000
$ 9,383,133 $ 10,000,000 19,383,133
641,867 = 641,867
$ 10,025,000 $ 10,000,000 20,025,000
$ 3,131,172 $ 10,000,000 13,131,172
(10,000,000) - (10,000,000)
$ (6,868,828) $ 10,000,000 3,131,172
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U.S. DEPARTMENT OF TRANSPORTATION
FEDERAL AVIATION ADMINISTRATION

DEFERRED MAINTENANCE AND REPAIRS

As of September 30, 2020
(Dollars in Thousands)
Unaudited

Cost to return to acceptable condition

Category Description Facility condition is < Beginning balance Ending balance
Staffed Facilities
Tier 1 ARTCCs, ATCT/TRACONS at major airports 95% $ 252,485 $ 270,481
Tier 2 WJHTC and MMAC 95% 49,262 62,645
Tier 3 ATCT/TRACONS at all non-major airports 90% 19,368 30,981
Unstaffed Facilities
Tier 1 Long range radars 95% 62,805 70,891
Other Unstaffed infrastructure and fuel storage tanks N/A 729,575 1,006,970
Total $ 1,113,495 $ 1,441,968

Deferred maintenance and repair is maintenance or repair
that was not performed when it should have been, or was
scheduled to be performed, but was delayed until a future
period, due to a lack of resources or funding.

The FAA reports deferred maintenance for facilities critical

to the operation of our nation’s airspace with a Facilities
Condition Index score less than 90-95 percent — meaning that
they must be maintained at 90-95 percent of prescribed levels
or better to be considered in fair condition or better. These
facilities include Air Route Traffic Control Centers (ARTCCs),
Air Traffic Control Towers (ATCTs), Terminal Radar Approach
Control (TRACON) facilities, the William J. Hughes Technical
Center (WJHTC), the Mike Monroney Aeronautical Center
(MMAC), and long range radar facilities. Deferred maintenance
for fuel storage tanks, and unstaffed infrastructure facilities
are reported if they have exceeded the expected lifecycle

for those assets. The Facilities Condition Index score is

not considered for those assets. All of these facilities are
capitalized general property, plant, and equipment, and most
of these facilities are fully depreciated given that they were
constructed more than 50 years ago.

The FAA prioritizes the maintenance of facilities by their
operational significance within the national airspace system.
Tier 1 and Tier 2 facilities are those staffed with FAA
employees and contractors that support the busiest airports

in the United States. Maintenance and repair activities are
prioritized to elevate and sustain the greatest number of Tier

1 and Tier 2 facilities to fair to good condition within available
funding appropriated to FAA. Ancillary facilities such as

long range radars, unstaffed infrastructure, and fuel storage
tanks that support Tier 1 and Tier 2 facilities are given higher
priority than those that support Tier 3 facilities. Tier 3 facilities
support airports with low operational air traffic volume.

Staffed facilities are assessed for deferred maintenance and
lifecycle costs on a rotating basis by a qualified engineering
firm. Deferred maintenance for unstaffed facilities is
determined based on facility surveys or estimated based on
the age of the structure. FAA facilities that are administrative
in nature have been excluded from these estimates since the
state of those facilities does not have a direct impact on the
control of air traffic operations. Personal property housed
within air traffic facilities, both staffed and unstaffed, has
also been excluded from these estimates because it is likely
to become obsolete as technology continues to advance. The
FAA recognizes maintenance and repair expenses as incurred.

The increase in Tier 1 staffed facilities is due to the addition of
twelve ATCT and TRACON facilities whose facility condition
scores fell below the acceptable range. The increase in Tier 3
staffed facilities is because of a net increase of eight facilities
that fell below the acceptable condition level. In addition,
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five sponsor owned Tier 3 facilities that FAA maintains were
added this year. The increase to the WJHTC and the MMAC
are the result of eight FAA leased facilities that were added to
the deferred maintenance list for 2020. The increase in Long
Range Radar deferred maintenance relates to the net increase
of 23 facilities that had facility condition scores below the
acceptable level. The increase in unstaffed infrastructure and
fuel storage tanks is attributed to improved cataloguing of all
assets on unstaffed infrastructure sites which identified 2,272
shelters, poles, and antenna tower structures and 406 fuel
storage tanks that were added to the inventory this year.
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Other Information

SpaceX Falcon 9 rocket launching 60 new Starlink satellites into orbit from Cape Canaveral Air Force Station in Florida on Jan. 6, 2020. This was the ninth
licensed launch in fiscal year 2020, and the first in calendar year 2020, by the FAA’s Office of Commercial Space Transportation. Photo credit: Official SpaceX
Photo CC BY-NC 2.
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SUMMARY OF FINANCIAL STATEMENT AUDIT
AND MANAGEMENT ASSURANCES

Financial TABLE: SUMMARY OF FINANCIAL STATEMENT AUDIT

Statement AUdlt Audit Opinion Unmodified

Summary

Restatement

Table 1 is a summary Material Weakness Beglnnlng Balance m Consolidated Endlng Balance

of the results of the Total Material Weaknesses

independent audit of the
FAA’s consolidated financial
statements by the agency’s
auditors in connection with
the FY 2020 audit.

Management

Assurances
Summary
Table 2 is a summary of

management assurances
for FY 2020 related to Total Material Weaknesses

Effectiveness of Internal Control over Financial Reporting (FMFIA § 2)

Statement of Assurance Unmodified

Beginning Ending
Material Weakness Balance Resolved | Consolidated | Reassessed | Balance

the effectiveness of

. Effectiveness of Internal Control over Operations (FMFIA § 2)
internal control over the

Statement of Assurance Unmodified

FAA’s financial reporting

: : Beginning nding

conformance with financial
Total Material Weaknesses

management system

requirements under Sections Compliance with Federal Financial Management System Requirements (FMFIA § 4)

2 and 4, respectively, of the

- . Statement of Assurance Federal Systems conform to fi ial management system requirements
Federal Managers’ Financial
. Beginning Ending
Integrity Act (FMFIA) of Non-Compliance Balance Resolved | Consolidated | Reassessed | Balance
1982. The last portion of Total non-compliances

Table 2 summarizes the

FAA's compliance with Compliance with Section 803(a) of the Federal Financial Management Improvement Act

(FFMIA)

Management Improvement I S

Act (FFMIA). 1. Federal Financial Management
System Requirements

the Federal Financial

No lack of compliance noted

No lack of compliance noted

2. Applicable Federal Accounting

Standards No lack of compliance noted

No lack of compliance noted

3. U.S. Standard General Ledger at

Transaction Level No lack of compliance noted

No lack of compliance noted

FISCAL YEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT

137

NOILVINYO4NI 43HLO



OTHER INFORMATION

PAYMENT INTEGRITY

The Payment Integrity Information Act of 2019 (PIIA) requires
agencies to identify programs and activities susceptible to
significant improper payments. The purpose of the PIIA is

to improve efforts to identify and reduce Government-wide
improper payments.

Office of Management and Budget (OMB) Circular A-123,
Appendix C, Requirements for Effective Measurement and
Remediation of Improper Payments, provides guidance on the
implementation of PIIA. OMB Circular A-123, Appendix C
defines an improper payment as any payment that should not
have been made or that was made in an incorrect amount
under statutory, contractual, administrative, or other legally
applicable requirements. Incorrect amounts are overpayments
or underpayments that are made to eligible recipients
including inappropriate denials of payment or service, any
payment that does not account for credit for applicable
discounts, payments for the incorrect amount, and duplicate
payments. An improper payment also includes any payment
that was made to an ineligible recipient or for an ineligible
good or service, or payments for goods or services not
received (except for such payments authorized by law).

In addition, when an agency’s review is unable to discern
whether a payment was proper because of insufficient or lack
of documentation, this payment must also be considered an
improper payment.

On March 30, 2018, OMB issued memorandum
Implementation of Internal Controls and Grant Expenditures

for the Disaster-Related Appropriations (M-18-14) that

requires agencies to manage disaster relief funds with the
same discipline and rigor as programs that are traditionally
designated as susceptible to significant improper payments
under PIIA. For more detailed information on improper
payments, see the Department of Transportation reporting at
https://paymentaccuracy.gov/.

Federal Aviation Administration
Process

The FAA's process for complying with PIIA and OMB Circular
A-123, Appendix C, consists of the following steps:

1) Review programs and activities to identify those
susceptible to significant improper payments.

2) Obtain a statistically valid estimate of the annual amount
of improper payments in programs and activities for those
programs identified as susceptible to significant improper
payments.

3) Implement a plan to reduce erroneous payments.

4) Report estimates of the annual amounts of improper
payments in programs and activities, and progress in
reducing occurrence of future improper payments.

For FY 2020 reporting, the FAA did not conduct any detailed
improper payment testing. In addition, we completed a
triennial risk assessment and did not identify any high risk
areas susceptible to improper payments.

Actions Taken to Address Auditor Recovery
Recommendations

The DOT’s Office of Financial Management (OFM) performed
a department-wide payment recapture audit, which included
the FAA's programs and activities. OFM worked with the
FAA's Enterprise Services Center to initiate recovery of any
FAA overpayments and identify payment process weaknesses.
External auditors do not perform this work and we do not
have corrective actions to address.

Since the overpayments identified in FY 2020 were immaterial
amounts, DOT determined that it was not cost-effective to
report them by each individual DOT agency (i.e., FAA). Instead,
DOT will report results at the department level in the DOT'’s
FY 2020 Agency Financial Report, which will be published by
November 16, 2020.
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FRAUD REDUCTION REPORT

The Fraud Reduction and Data Analytics Act (FRDA) of 2015
(Public Law 114-186) requires federal agencies to establish
financial and administrative controls to address fraud.
Specifically, federal agencies must have controls to identify
and assess fraud risks and they must design and implement
control activities to prevent, detect, and respond to fraud,
including improper payments.

DOT will report department-wide progress toward these
requirements in its FY 2020 Agency Financial Report, which
will incorporate the FAA's FRDA activities.

DOT is employing a phased approach to establish a formal risk
management program in accordance with FRDA requirements.
The approach enables DOT to build and adapt the program
over time. DOT will implement FRDA requirements in three
phases:

® Phase 1: Develop DOT'’s Fraud Risk Management
Implementation Plan

® Phase 2: Establish DOT'’s Fraud Risk Management Program

® Phase 3: Implement DOT’s Fraud Risk Management
Framework

In FY 2020, FAA along with DOT recognize that the
assessment of fraud is an ongoing process and that mitigation
strategies need to change as business processes evolve. In
response, we integrated fraud considerations in numerous
aspects of the OMB Circular A-123 testing procedures and risk
control assessments.

REAL PROPERTY

The FAA owns or leases thousands of real property assets
including land parcels, space in commercial and General
Services Administration (GSA) buildings, roads, bridges,
parking lots, and structures to house equipment. Most of
these assets are dedicated to the work conducted for aviation
research, administration, navigation, communication, and
other ancillary functions. The FAA's real property portfolio
comprises approximately 99 percent of the DOT's real
property assets.

For additional information, the DOT’s Federal Real
Property Public Data Set is available on GSA’s website at
https://www.gsa.gov/policy-regulations/policy/real-property-
policy/asset-management/federal-real-property-profile-frpp/
federal-real-property-public-data-set.
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Cownaonarses B and C @

Detroit Metropolitan Airport Concourse A. Photo by Hanson Lu/Unsplash.com
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OTHER INFORMATION

CIVIL MONETARY PENALTY INFLATION ADJUSTMENTS

U.S. DEPARTMENT OF TRANSPORTATION
FEDERAL AVIATION ADMINISTRATION

Unaudited

The Federal Civil Penalties Inflation Adjustment Act of 2015, Public Law 114-74, requires agencies to make regular and consistent

inflationary adjustments of civil monetary penalties to maintain their deterrent effect. Following are the civil penalties that the

FAA may impose, the authority for imposing the penalty, the dates of inflation adjustments, and the current penalty level.

Statutory Authority

49 U.S.C. 5123(a),

Violation of hazardous materials

Year of
Enactment

Latest year of
adjustment
(via statute or
regulation)

Current Penalty

Location for Penalty
Update Details

Federal Register; 84 Fed.

subparagraph (1) transportation law 1975 2019 $81.993 Reg. 37,059 (July 31, 2019)
Violation of hazardous materials
49 U.S.C. 5123(a), transportation law resulting in death, Federal Register; 84 Fed.
subparagraph (2) serious illness, severe injury, or 2005 2019 §191.316 Reg. 37,059 (July 31, 2019)
substantial property destruction
49 U.S.C. 5123(a), Violation of hazardous materials Federal Register; 84 Fed.
subparagraph (3) transportation law relating to training 2005 2019 $493-$61,993 Reg. 37,059 (July 31, 2019)
Violation by a person other than an .
49 U.S.C.46301(a)(1)  individual or small business concern 1958 2019 $34,174 E‘Zdera?; ggg'(sjﬁlr 83‘1‘ F;gi a
under 49 U.S.C. 46301(a)(1)(A) or (B) g/ ¥l
Violation by an airman serving
as an airman under 49 U.S.C. Federal Register; 84 Fed.
49U.5.C. 46301(al(1) 46301(a)(1)(A) or (B) (but not covered 1958 2019 §1.501 Reg. 37,059 (July 31, 2019)
by 46301(a)(5)(A) or (B))
Violation by an individual or small
business concern under 49 U.S.C. Federal Register; 84 Fed.
Sl ) 463017(a)(1)(A) or (B) (but not covered 1958 2019 §1.501 Reg. 37,059 (July 31, 2019)
in 49 U.S.C. 46301(a)(5))
Increase above otherwise
o applicable maximum
Violation of 43 U.S.C. 47107b) (qr any amount not to exceed Federal Register; 84 Fed.
49 U.S.C. 46301(a)(3)  assurance made under such section) 1958 N/A X
3 times the amount of ~ Reg. 37,059 (July 31, 2019)
or49U.S.C. 47133 .
revenues that are used in
violation of such section.
Violation by an individual or small
49U.S.C. business concern (except an airman Federal Register; 84 Fed.
46301(a)(5)(A) serving as an airman) under 49 U.S.C. 2003 2019 §13.669 Reg. 37,059 (July 31, 2019)
46301(a)(5)(A)(i) or (ii)
Violation by an individual or small S
Sl business concern related to the 2003 2019 $13,669 Federal Register; 84 Fed.

46301(a)(5)(B)(i)

transportation of hazardous materials

Reg. 37,059 (July 31, 2019)
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Latest year of
adjustment
Year of (via statute or
Statutory Authority Enactment | regulation)

Violation by an individual or small
business concern related to the

Current Penalty

Location for Penalty
Update Details

49U.S.C. e . Federal Register; 84 Fed.
.. registration or recordation under 49 2003 2019 $13,669 '
S50l SHBHin) U.S.C. chapter 441, of an aircraft not Reg. 37,059 (July 31, 2019)
used to provide air transportation
Violation by an individual or small
business concern of 49 U.S.C. .
49U.S.C. i S Federal Register; 84 Fed.
44718(d), relating to limitation on 2003 2019 $13,669 '
T construction or establishment of Reg. 37.059 {July 31, 2019)
landfills
Violation by an individual or small
49 U.S.C. business concern of 49 U.S.C. 44725, Federal Register; 84 Fed.
46301(a)5)(B)(iv) relating to the safe disposal of life- 2003 2019 $13,669 Reg. 37,059 (July 31, 2019)
limited aircraft parts
49U.S.C.46301(b)  Tampering with a smoke alarm device 1987 2019 $4,388 Ei‘;erg ggg'ﬁ‘j{yiﬁ F;gi g
Knowingly providing false information
about alleged violation involving the Federal Register; 84 Fed.
Sl R special aircraft jurisdiction of the 1984 2019 §23,832 Reg. 37,059 (July 31, 2019)
United States
49 U.S.C. 46318 Interference with cabin or flight crew 2000 2019 $35,883 Ei‘éer;; Egg'(sj‘u"lrygﬁ F;gi g
Permanent closure of an airport Federal Register; 84 Fed.
SRR without providing sufficient notice 2003 2019 $13.669 Reg. 37,059 (July 31, 2019)
Operating an unmanned aircraft
and in so doing knowingly or tar
49U.S.C. 46320 recklessly interfering with a wildfire 2016 2019 $20,923 Eider,;' Egg'ﬂﬁ{ 83‘1 F;gi g
suppression, law enforcement, or g-2/, vl
emergency response effort
Violation of 49 U.S.C. 47528-47530, See 49 US.C
49 U.S.C. 47531 Lee'gg'ﬂ]g;?ctrgftp;g{“:;';o'l‘ ofoperating 449, N/A 46301(al1fA and  Hederal Register; 84 Fed.
plying with (a)5)|A), above Reg. 37,059 (July 31, 2019)
stage 3 noise levels '
Violation of a requirement of the
Commercial Space Launch Act, as
51 U.S.C. 50917 amended, a regulation issued under 1984 2019 $240,155 Federal Register; 84 Fed.

the Act, or any term or condition of a
license or permit issued or transferred
under the Act

Reg. 37,059 (July 31, 2019)
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GRANTS PROGRAMS

The following is a summary of the total number of federal
grant and cooperative agreement awards and balances not
closed out, but for which the period of performance has
elapsed by two years or more prior to September 30, 2020
(i.e., on or before September 30, 2018).

Number of Grants/
Cooperative Agreements 68 60 20
with Zero Dollar Balances

Number of Grants/
Cooperative Agreements
with Undisbursed
Balances

19 9 2

Total Amount of
Undisbursed Balances $889 $317 $4,409
(Dollars in Thousands)

In FY 2020, the FAA continued to review expired grants

and made significant progress closing out grants. There are
three key management challenges that lead to delays in grant
closeouts. These challenges include:

® grant recipient has an audit or pending legal action;

® grant recipients’ untimely submission of closeout
documentation to the FAA; and

® grants officer training for new FAA personnel.

The FAA continues to monitor grants to ensure that recipients
are providing closeout documentation in a timely manner.
Monitoring activities include review of closeout progress,
financial, audit, and other periodic reports. The FAA also

continues to emphasize closing out older grants.

&3 =

San Francisco International Airport, the Bay Area's largest airport. Photo by Nate Hovee/iStock.

142 FISCAL YEAR 2020 FAA PERFORMANCE AND ACCOUNTABILITY REPORT



ADMINISTRATIVE SERVICES FRANCHISE FUND

Background

The Department of Transportation and Related Agencies
Appropriation Act of 1997 authorized the FAA to establish

an Administrative Services Franchise Fund (Franchise Fund).
Through the Franchise Fund, the FAA is able to competitively
provide a wide variety of support services to various government
entities. This results in the consolidation and shared use of

like functions and promotes economies of scale. All of these
measures help the government use its resources more efficiently.

The FAA's Franchise Fund has grown from $18 million in
1997 to nearly $500 million in annual revenues in FY 2020,
with $1 billion in assets. The Franchise Fund is comprised of
several service providers, through which it offers a number of
services. These services include administrative services such
as accounting, travel, duplication, multimedia, and information
technology. Other services include logistics and materiel
management, aircraft maintenance, management training,
international aviation training, and acquisition support. The
Franchise Fund’s major customers are programs within the
FAA'’s lines of business, other Department of Transportation
(DOT) entities, non-DOT government agencies, and
international government entities.

Description of Programs and Services

The Enterprise Services Center (ESC) is based at the Mike
Monroney Aeronautical Center (MMAC) in Oklahoma City,
Oklahoma. The ESC is a full service financial management
provider and designated by the Office of Management and
Budget as one of four legacy shared service providers to
provide financial management services and information
systems security services to federal agencies. Office of
Management and Budget memorandum M-19-16, Centralized

ON AN AVERAGE DAY,
32,000 PARTICIPANTS

TAKE PART IN

ran ZOOMGoOV
VIDEO TELECONFERENCES

Mission Support Capabilities for the Federal Government,
established a process for designating agencies as Quality
Services Management Offices and directs legacy designated
providers, such as the ESC, to propose a joint business case
with the Quality Services Management Office designated for
financial management to accept any new customers, expand
services to existing customers, or make investments in
technology or services for these functions.

There are two major components of the ESC, financial services
and information services. The efficiencies and economies of
scale created by this integration make the ESC an attractive
option to government customers seeking a provider of
financial management services.

Financial Services — Offering cost-effective ways to
integrate and manage accounting needs, from transaction
processing to financial statements, to reporting and
analysis. ESC Financial Services helps with regulatory
compliance, achieving clean audits, and keeping projects
on-time.

Information Services — Provides a wide array of platforms
to manage information. Offers support in: Application
Services, Help Desk Services, Data Center Services,
Information System Security, Media Solutions, Office
Automation Support, Project Management, National

Wireless Program, and Telecommunication Services.

The FAA Logistics Center is also located at the MMAC in
Oklahoma City, Oklahoma and provides comprehensive
logistics support and a sophisticated level of maintenance
and repair services to ensure the safety of the flying public,
to satisfy the critical needs of the nation’s airspace system,
and to meet related requirements. The FAA Logistics

Center operates the FAA’s only distribution center. Services
include materiel management (e.g., provisioning, cataloging,
acquisition, inventory management, inventory supply), reliable
and cost-effective repair of replaceable units, life cycle and
performance cost analysis, logistics automation, distribution
services, disposal of items no longer required, and technical
support to repair and maintain the nation’s airspace and
related equipment. The Logistics Center also maintains the
Department of Homeland Security’s (DHS) U.S. Customs and
Border Protection border surveillance systems, including
more than 80 mobile surveillance systems and fixed towers.
It provides supply chain support, depot maintenance support,
engineering, and other systems support to the DHS.
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The Aircraft Maintenance and Engineering Group, also

known as Flight Program Operations, is also based at the
MMAC. This service provider offers total aircraft support,
including maintenance, quality assurance, and overall program
management, for the FAA’s uniquely equipped flight inspection
aircraft fleet. Flight Program Operations offers preventative
services, aircraft repair, overhaul, and modification services, as
well as reliability and maintainability studies. Flight Program
Operations has the flexibility to provide either full or partial
support, depending upon customer requirements, ranging
from short-term preventative maintenance or one-time
engineering tasks to more involved activities, such as a full
complement of maintenance services, complete with quality
assurance and engineering support.

The FAA Leadership and Learning Institute, based in
Washington, DC, provides non-technical training in support of
the FAA mission. This Institute designs and delivers face-to-
face instructor-led training both onsite and at field locations,
web based training, and mobile access. The curriculum of

the FAA Leadership and Learning Institute emphasizes
workforce development by providing FAA employees with
tools to proactively address challenges, share knowledge, and
collaborate to meet the mission of the FAA.

The International Training Division (ITD), an element of the
FAA Academy, is located at the MMAC in Oklahoma City,
Oklahoma. ITD delivers technical assistance and training
to enhance international aviation safety and security while
promoting U.S. aviation
system technologies,
products, and services
overseas. The products
and services of the

ITD include training
program management,
instructional services,
training design,
development, and
revision, technical
training evaluations,
and consulting services
tailored to meet the
specifically defined
needs of the FAA

and its international 1 r
customers.

The Franchise Fund also houses a branch of acquisition
services whose mission is to support the acquisition
requirements of the other Franchise Fund service providers.

Corporate Services is the Franchise Fund’s program
management activity that coordinates and supports the
Franchise Fund'’s operations.

Inter-Entity Cost

The FAA provides general and administrative support services,
such as managerial, facilities, and security services to the
Franchise Fund that support the Franchise Fund’s business
type operations. Because these support services are provided
to the Franchise Fund at no cost, the Franchise Fund in turn
provides services to the FAA at a price less than full cost.

The difference between the full cost and the costs billed to
the FAA is the overhead rate that the Franchise Fund uses to
recover these general and administrative costs, as appropriate,
from non-FAA customers.

The estimated cost of the FAA general and administrative
support services were $57 million in fiscal year 2020 and $50
million in fiscal year 2019.

Reclassifications

Certain prior year amounts have been reclassified for
consistency with the current year presentation.

Passengers practicing social distancing on board. Photo by YG Photos/iStock.
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U.S. DEPARTMENT OF TRANSPORTATION
FEDERAL AVIATION ADMINISTRATION

FRANCHISE FUND

CONDENSED INFORMATION

ASSETS, LIABILITIES, AND NET POSITION

(Dollars in Thousands)

Unaudited
As of September 30
Assets
Fund balance with Treasury $ 400,410 $ 407,785
Accounts receivable, net 16 3
Inventory and related property, net 729,964 683,404
General property, plant, and equipment, net 19,617 26,268
Other 1,240 1,225
Total assets $ 1,151,247 § 1,118,685
Liabilities
Accounts payable $ 26,246 $ 21,261
Advances from others 310,506 314,644
Employee related 21,907 18,673
Other 515 515
Total liabilities 359,174 355,093
Net position
Cumulative results of operations 792,073 763,592
Total net position 792,073 763,592
Total liabilities and net position $ 1,151,247 § 1,118,685
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U.S. DEPARTMENT OF TRANSPORTATION
FEDERAL AVIATION ADMINISTRATION

FRANCHISE FUND

CONDENSED INFORMATION

FINANCING SOURCES AND NET POSITION

(Dollars in Thousands)

Unaudited
Cumulative results of operations
As of September 30

Beginning balance, net position $ 763,592 $ 754,439
Financing sources

Transfers-in/out without reimbursement (763) (4,319)

Imputed financing from costs absorbed by others 9,569 11,760

Total financing sources 8,806 7441
Profit (loss) 19,675 1,712
Ending balance, net position $ 792,073 $ 763,592
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SUMMARY OF INSPECTOR GENERAL’S TOP MANAGEMENT
AND PERFORMANCE CHALLENGES

The Reports Consolidation Act of 2000 requires the Inspector
General (IG) to identify and report annually on the most
serious management and performance challenges that federal
agencies face. The Department of Transportation (DOT) IG’s
report highlights urgent issues facing DOT. The IG’s report
that summarizes the challenges DOT will face in FY 2021

was issued on October 21, 2020, and is available on the IG's
website at https://www.oig.dot.gov/ and on the FAA's website
at http://www.faa.gov/about/plans_reports.

Above: View of an airplane flightdeck. Photo by
neONBRAND/Pixabay.

Above right and right: Screenshots taken from "Straight
from Steve - Steve flies the 737 MAX", show the FAA's
Administrator Steve Dickson inspecting the 737 MAX and
landing during the FAA's evaluation of Boeing’s proposed
changes. See "Crosscheck Your Knowledge" article on page
73 of this document for more information.

On October 23, 2019, the IG issued its memorandum
identifying the top management and performance challenges
that DOT would be facing in FY 2020. The IG’s memorandum
is provided below, and while it is titled “DOT'’s Fiscal Year
2020 Top Management Challenges,” the report addresses both
management and performance challenges for the department.
The pages immediately following contain a summary prepared
by the FAA of the challenges specifically applicable to the
agency and the actions it took during FY 2020 to address
those challenges. The FAA provides this summary in order to
present a comprehensive perspective on the FAA's FY 2020

performance activities.
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‘ U.S. DEPARTMENT OF TRANSPORTATION
OFFICE OF INSPECTOR GENERAL

Memorandum
Date: October 23, 2019
Subject: INFORMATION: DOT's Fiscal Year 2020 Top Management Challenges

Report No. PT2020003

From: Calvin L. Scovel IlI ﬂﬁ/!-/l-h L %ﬂt-’é:‘l_‘__,

Inspector General

To: The Secretary
Acting Deputy Secretary

A safe, efficient, and modern transportation system is fundamental to our
Nation’s economy and the quality of life for American people and communities.
The Department of Transportation (DOT) invests nearly $80 billion annually to
build, maintain, and enhance this system. Since 1978, the Office of Inspector
General (OIG) has supported the Department’s mission through audits and
investigations that improve the performance and integrity of our Nation’s wide-
ranging transportation programs. As required by law, we report annually on
DOT's top management challenges to help the Department focus attention on
the most serious management and performance issues it will face in the coming
year.

DOT's top priority is to make the U.S. transportation system the safest in the
world. In support of this goal, the Federal Aviation Administration (FAA) has
updated its strategy for overseeing the safety of air carriers in recent years. Yet
recent events have highlighted challenges FAA faces in meeting its safety
mission, including two devastating fatal crashes and the subsequent March 2019
grounding of the Boeing 737 MAX aircraft. FAA must effectively balance
collaboration with enforcement as it oversees air carriers’ safety programs, while
also working to restore public confidence in its aircraft certification processes.

Another critical aspect of DOT's goal is to enhance the safety of our Nation's
roads, pipelines, and rail lines. The number of commercial vehicle-related
fatalities increased 11 percent between 2013 and 2018. Ensuring commercial
drivers are qualified to safely operate large trucks and buses, while prioritizing
motor carriers for interventions, will be key to improving safety. At the same time,
the Department can do more to oversee and enforce the safety of aging pipeline
infrastructure, in part by improving how it targets management and inspection
resources. In addition, the Department must continue its efforts to reduce

2020 Top Management Challenges, Department of Transportation
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OTHER INFORMATION

railroad incidents and fatalities by improving safety at railroad grade crossings
and overseeing railroads’ ongoing implementation of safety-critical Positive Train
Control systems.

The Department also faces challenges to meet its strategic priorities of improving
transportation infrastructure and fostering accountability. This includes
maximizing its ongoing multibillion-dollar investment in modernizing the
Nation'’s air traffic control systems to improve safety and efficiency. To meet this
goal, FAA must focus on ensuring its new capabilities achieve their expected
benefits in a cost-effective manner. FAA will also need to devote sustained
management attention to address risks associated with its ongoing effort to
partner with other Government agencies to finance and deploy new radar
systems at an estimated cost of $12 billion.

Furthermore, the Department must continue to pursue effective stewardship of
the more than $50 billion it invests each year in building, maintaining, and
repairing our Nation's surface infrastructure. To safeguard taxpayer dollars, DOT
can enhance its processes for targeting oversight and managing risks for its many
contract and grant programs, including those for Federal-aid highway projects
and high-speed rail. The Department can also promote accountability by
capitalizing on oversight assistance, such as the Federal Transit Administration’s
use of integrity monitors to help oversee disaster recovery projects.

Finally, the Department has a number of opportunities to pursue its strategic goal
of innovation as it works to prepare for the future of transportation. To better
position itself for the future, DOT must first ensure it has adequately resolved
longstanding cybersecurity weaknesses—some of which we have reported for

10 years. Implementing effective oversight and internal controls will be critical to
protect DOT's more than 450 information technology systems from increasingly
complex and evolving cyber threats.

As the Fixing America’s Surface Transportation (FAST) Act of 2015" concludes and
a new authorization begins, the Department’s challenge will be to address the
impact of emerging technologies and rapidly growing industries, including
automated vehicles, Unmanned Aircraft Systems, and commercial space activities.
Further, the Department can better meet the increasing and evolving demands
on the Nation's transportation system by effectively leveraging innovative
financing, including public-private partnerships; supporting research and
development; and reshaping its workplaces to meet future needs.

We considered several criteria to identify the Department’s top management
challenges for fiscal year 2020, including safety impact, documented

" Pub. L. No. 114-94.

2020 Top Management Challenges, Department of Transportation
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vulnerabilities, large dollar implications, and the Department’s ability to effect
change. In the enclosed report, we identify and discuss the following challenges:

Restoring Confidence in FAA's Aircraft Certification Process

Effectively Leveraging Collaboration and Enforcement in FAA's Evolving
Air Carrier Safety Oversight Approach

Maximizing FAA's Airspace Modernization Investments and Ensuring New
Capabilities Achieve Expected Benefits

Enhancing Oversight and Internal Controls To Address Longstanding
Cybersecurity Vulnerabilities

Maintaining and Enforcing Pipeline and Hazardous Materials Safety

Enhancing Enforcement and Data Analysis To Reduce Commercial
Vehicle-Related Fatalities

Continuing National Efforts To Improve Railroad Safety
Effectively Overseeing Billions in Surface Infrastructure Investments

Preparing for the Future of Transportation

As always, we will continue to work closely with DOT officials to support the

Department's efforts to improve safety, enhance efficiency, and protect resources.

We appreciate the Department’'s commitment to prompt action in response to
the challenges we have identified. The final report and the Department’s
response will be included in DOT's Annual Financial Report, as required by law.

If you have any questions regarding this report, please contact me at
(202) 366-1959. You may also contact Joseph W. Comé, Principal Assistant
Inspector General for Auditing and Evaluation, at (202) 366-1427.

#

cc: DOT Audit Liaison, M-1

2020 Top Management Challenges, Department of Transportation
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Of the 24 key challenges identified by the Inspector General
for FY 2020, DOT tasked the FAA with addressing the
following 12 challenges:

Resolving certification issues related to the Boeing 737
MAX aircraft

Enhancing FAA's oversight of aircraft certification
processes

Balancing collaboration and enforcement through FAA’s
Compliance Program

Overseeing air carriers’ new systems for managing safety
risks

Sustaining and modernizing the En Route Automation
Modernization (ERAM) system while integrating new
capabilities

Realizing the anticipated benefits of Automatic
Dependent Surveillance-Broadcast (ADS-B) investments

Resolving obstacles to implementing new flight
procedures and delivering benefits to airspace users

Auctioning off electromagnetic spectrum to finance and
deploy new radars

Addressing longstanding cybersecurity vulnerabilities and
strengthening internal controls

Implementing congressionally mandated aviation
cybersecurity initiatives to protect flight-critical systems

Safely integrating Unmanned Aircraft Systems (UAS) and
the commercial space industry into the national airspace
system

Supporting R&D and reshaping the workplace to meet
future needs

After the Inspector General’s report was issued, the FAA
coordinated with DOT to develop an “Action Plan” that listed
actions and timelines for addressing each of the challenges.
The FAA then developed an “Actions Taken” report that
describes the progress the FAA made throughout FY 2020

in addressing each of the challenges. These Actions Taken
reports, initial Action Plans, and the Inspector General’s
comprehensive report identifying top management challenges
for FY 2020 are posted on FAA's website at http://www.faa.
gov/about/plans_reports/ under the DOT IG Top Management
Challenges section.

Resolving certification issues related to the

Boeing 737 MAX aircraft

Why this is a challenge

The FAA's first priority is always safety. The tragic loss of

Lion Air Flight 610 and Ethiopian Airlines Flight 302 are sober
reminders of the importance of our mission. The FAA is
carefully considering all recommendations as we continue our
review of the proposed changes to the Boeing 737 MAX. The
FAA is committed to ensuring that the lessons learned from
the losses of Lion Air Flight 610 and Ethiopian Airlines Flight
302 will result in an even greater level of safety globally.

Progress in meeting the challenge

The FAA's decision regarding the return to service of the
737 MAX will be based on the agency’s assessment of
the sufficiency of Boeing’s proposed software updates
and pilot training to address the known issues for which
the FAA grounded the aircraft. When the FAA decides to
return the Boeing 737 MAX to service, that action will be
applicable to U.S. carriers operating in U.S. airspace.

During evaluation of Boeing'’s proposed modifications, the
FAA has retained all compliance findings and approvals
associated with the design changes related to Maneuvering
Characteristics Augmentation System. This thorough review
has taken more than 18 months and included the full-time
work of a team of 40+ people that included engineers,
inspectors, pilots, and technical support staff. The effort
represents more than 60,000 FAA hours of review,
certification testing, and evaluation of pertinent documents.
This has so far included approximately 50 hours of FAA
flight or simulator tests and FAA analysis of more than
4,000 hours of Boeing flight and simulator testing.

The Special Committee to review the FAA's Aircraft
Certification Process delivered its recommendations

to the Secretary of Transportation in January 2020.

In April, the FAA published its official response to the
Special Committee’s report outlining the actions, both
planned and underway, FAA is taking to address the
recommendations. The FAA is in the process of putting the
infrastructure in place to be able to carry out these critical
recommendations.

The FAA published a Notice of Proposed Rulemaking,
Airworthiness Directive (NPRM AD) for public comment
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on August 6, 2020. The NPRM AD outlines the following
design changes needed to the 737 MAX that address the
unsafe condition:

installing new flight control computer software

revising the existing Airplane Flight Manual to
incorporate new and revised flight crew procedures

installing new 737 MAX display system software

changing the horizontal stabilizer trim wire routing
installations

completing an angle of attack sensor system test, and

performing an operational readiness flight.

The comment period on the NPRM closed on

September 21, 2020. The FAA is carefully reviewing the
public comments received and will incorporate them into a
Final Rule AD.

On September 30, the FAA Administrator personally

flew the 737 MAX. Prior to his flight, the Administrator
completed the same computer-based training and
simulator flight evaluated by the Joint Operations
Evaluation Board. While this flight is separate from the
official FAA certification process, it satisfies a commitment
made by the Administrator when he joined the agency.

Additionally, the FAA has carefully considered
recommendations from the FAA Technical Advisory
Board, Joint Authorities Technical Review, National
Transportation Safety Board, and the Special Committee’s
Review of the FAA's Aircraft Certification Process, as well
as the Lion Air 610 Final Accident Report published by the
Indonesia Komite Nasional Keselamatan Transportation.

What needs to be done

The FAA continues to follow a thorough process rather
than a set timeline for returning the 737 MAX to revenue
service. The re-certification of the MAX has made
significant progress and the following actions remain for
return to service:

Publish Final Flight Standardization Board Report

Final design documentation and Technical Advisory
Board Report

Publish an updated Boeing 737 MAX Master Minimum
Equipment List

Publish Final Rule (Airworthiness Directive)
Rescind FAA grounding order for U.S. domestic airplanes

FAA issuance of airworthiness certificates and export
certificates of airworthiness for all new 737 MAX
airplanes

Approve training programs for all part 121 operators

As noted above, the FAA is carefully considering
recommendations from advisory boards, special
committees and reports, and is working on implementation
efforts for each. Some recommendations have near-term
significance, while others may have more broad-based
implications for our approach to safety.

The FAA is awaiting the final results of the Department

of Transportation Office of the Inspector General audit to
compile an objective and detailed factual history of the
activities that resulted in the certification of the 737 MAX.
Once we receive the results, we will carefully review all
recommendations to determine appropriate action.

Any recommendations associated with the return to
service of the 737 MAX will be addressed prior to
ungrounding the aircraft and return to revenue service.
The FAA is committed to evaluate recommendations for
future regulatory and policy upgrades that may further
improve flight crew training and operational suitability of
aircraft design.

Enhancing FAA's oversight of aircraft

certification processes

Why this is a challenge

Expert reviews of the 737 MAX certification and the FAA's
internal analyses have highlighted a need to enhance the
FAA's oversight of the aircraft certification process, and
review the work of FAA’s human factors technical specialists.
Advancements in aircraft automation have contributed to an
unprecedented level of safety in our domestic aviation system.
However, these tragic accidents reaffirm the importance

of considering human factors and the interface between
aircraft pilots and automated systems during certification.
These improvements will move us toward a more integrated
approach to aircraft certification that further improves safety.
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Progress in meeting the challenge

Saf

ety Management Systems

The FAA believes the integration of safety management
principles into design and manufacturing processes

will support a systems approach that strengthens risk
management interfaces and feedback loops between
design, manufacturing, operation, and maintenance.

To this end, FAA initiated a rulemaking to mandate Safety
Management Systems (SMS) for key aviation sectors,
including design and manufacturing organizations. We

will seek broad input from industry stakeholders and our
international regulatory partners to build better connections
and interrelationships with the existing mandatory SMS of
air carriers and voluntary SMS of other carriers, airports,
manufacturers, and service providers. Until we complete the
rulemaking, we will continue to foster and expand voluntary
adoption of SMS in design and manufacturing.

Enhancing Safety Oversight

154

The FAA published the Integrated Oversight Philosophy
(IOP) in June 2017, which provides foundational principles
that each FAA oversight program must adopt to evolve
safety oversight. The objectives of the IOP are to enhance
the risk methodology for oversight, enable cross-functional
data sharing, integrate oversight planning and activities,
and expand the use of voluntary safety programs. The |IOP
provides guiding objectives as we enhance the oversight
practices of aircraft certification.

Part of this effort includes establishing an FAA-recognized
system for showing compliance (called a compliance
assurance system, or CAS) with a commensurate oversight
system. Under the umbrella of the Safety Oversight

and Certification Aviation Rulemaking Committee, the
FAA created a CAS work group tasked with establishing
processes to provide confidence that all applicable
certification requirements for design approvals are met.
The FAA believes that the combination of CAS and SMS

is pivotal to the enhancement of safety oversight. The
coupling of the compliance oversight and risk identification
processes established by CAS with the comprehensive
and integrated approach to managing risk and assuring
performance established by the FAA will enhance safety
oversight across the certification process.

Organization Designation Authorization

The use of delegation has long been a key part of

the FAA's safety system. Organization Designation
Authorization (ODA) is a form of delegation. The FAA
grants ODA authority based on the needs of the agency
and demonstrated capability of the organization. The FAA
may issue an ODA once it determines that a company

or organization meets stringent eligibility requirements,
including professional integrity, technical competency, and
a history of compliance assurance.

As part of our delegation oversight program, we conduct
supervision and inspection. In addition to our review of
audits and an annual assessment, the FAA conducts an
on-site detailed inspection every two years to ensure
compliance. Substandard performance can result in
increased FAA involvement, suspension, or termination of
ODA granted by FAA.

The FAA has several initiatives underway as part of our
efforts to reform and improve the ODA program. We have
developed these initiatives based on: 1) the Congressional
mandates in the FAA Reauthorization Act of 2018; and

2) recommendations from the Office of Inspector General
2015 audit, the Joint Authorities Technical Review, and the
Special Committee on Aircraft Certification, following the
grounding of the Boeing 737 MAX.

The FAA Reauthorization Act of 2018 [Sec 212(b)]
mandated establishment of a centralized office to be
known as the ODA Office, within the Office of Aviation
Safety, to oversee and ensure the consistency of the
FAA's audit functions under the ODA program. The FAA
temporarily established the office within its Aircraft
Certification Service in March of 2019.

Workforce Development

The FAA knows that enhancing our current and future
workforce requires investing in them. The FAA has
identified the need for additional personnel with human
factors (human/machine operational interface) and
systems engineering knowledge, and requested these
additional resources in our FY 2021 budget request.

In 2020, we updated the Aviation Safety Engineer
competencies, and in 2021 plan to review/update the
Aviation Safety Inspector competencies to emphasize the
need for systems thinking and risk-based decision-making.
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What needs to be done

Organization Designation Authorization

Once approved by Congress, Aviation Safety will re-align
this office directly under the Associate Administrator for
the Office of Aviation Safety. The FAA has also committed
to funding 13 new positions for the ODA office.

Enhancing Data Integration and Sharing

To improve our human factor capabilities, and ultimately
our certification processes, we will establish more robust
feedback loops between the certification process and the
operational environment. Enhancing current data systems
to promote data integration and sharing will assure the
feedback loops between operations and maintenance and
design and manufacturing flow seamlessly.

Balancing collaboration and enforcement

through FAA's Compliance Program

Why this is a challenge

To maintain the highest level of safety, FAA must strike an
effective balance between collaboration and enforcement when
overseeing critical air carrier safety programs. FAA's Compliance
Program emphasizes the agency’s preference for collaborating
with air carriers through education and training over penalizing
carriers to address discrepancies. The Compliance Program

calls for FAA to work with air carriers to address the root
causes of violations of safety regulations rather than imposing
enforcement actions —a change in the way FAA and the

airlines previously addressed compliance and safety issues. A
key challenge the agency faces is striking a balance between
collaboration and enforcement and accurately assessing whether
an air carrier is willing and able to correct its deficiencies.

Progress in meeting the challenge

The FAA provided published guidance concerning this
challenge in several public documents, including:

FAA Order 8000.373A, Paragraph 4

FAA Order 2150.3C, Chapter 5

In addition, the Flight Standards and Aircraft Certification
offices within Aviation Safety have developed guidance
specific to their safety oversight responsibilities.

The FAA provided training courses to its employees during
the initial implementation of the Compliance Program.
One such course, the FAA Compliance Philosophy Briefing,
introduced the FAA's new Compliance Philosophy as the
overarching guidance for implementing the FAA’s strategic
safety oversight approach to meeting the challenges of
today’s rapidly changing aerospace system. Each program
office within Aviation Safety is also responsible for
developing training material specific to their employees.

The Flight Standards Service Safety and Compliance

Team continues to conduct site visits to Safety Assurance
offices (i.e., Flight Standards District Offices and Certificate
Management Offices) to provide briefings on the
Compliance Program. The team has conducted over 70
such visits to date.

Deployed compliance and enforcement actions within
the Aircraft Certification Service, which will support
standardization and the ability to better track issues to
ensure effective corrective actions.

What needs to be done

In accordance with recent U.S. Government Accountability
Office recommendations, the FAA will complete the
following activities:

Create both an Executive Council and a Steering
Committee to oversee the use of the Compliance
Program across all program offices listed in Order
8000.373A. This structure will allow for the necessary
information exchange between the FAA executives
and staff personnel on any planned, ongoing, and
completed items regarding the FAA-wide oversight of
the Compliance Program.

Conduct an evaluation of the Compliance Program to
assess its effectiveness in meeting its goals. The results
of the evaluation will be provided to the Administrator
and will include recommendations to improve the
effectiveness of the Compliance Program to ensure the
highest levels of aviation safety.

The FAA will initiate development of a Recurrent
Compliance and Enforcement course, which will be
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required for all Aircraft Certification Service personnel

with oversight duties and responsibilities.

Due to delays in FY 2020 caused by COVID-19, these
activities are now scheduled for FY 2021:

Initiate a comprehensive revision to the Flight Standards
Service’s Safety and Compliance course and the
Enforcement Procedures course. The updated training
materials will incorporate collected feedback to aid in
balancing the appropriate response from FAA.

Initiate development of a Flight Standards Service
Recurrent Safety and Compliance course that will be
required for all personnel with investigative duties and
responsibilities.

Overseeing air carriers’ new systems for

managing safety risks

Why this is a challenge

The FAA's Southwest Airlines Certificate Management Office
(CMO) did not perform in accordance with existing guidance
by allowing 88 aircraft (the “Skyline” aircraft) to enter service
without the comprehensive conformity inspection required
for used aircraft. Airlines use a conformity process to verify
their aircraft conform to federal rules for type design and are
configured to approved operations.

Additionally, the CMO at times did not perform in accordance
with existing guidance that assures airlines use proper weight
and balance calculations pre-flight. Southwest Airlines had
weight and balance inaccuracies and missing maintenance

requirements.

Once FAA leadership became aware of these issues, the
agency took or oversaw various actions to address the safety
matters articulated in the DOT’s Office of the Inspector
General (OIG) draft report. On February 11, 2020, the DOT
OIG published its report titled “FAA Has Not Effectively
Overseen Southwest Airlines’ Systems for Managing Safety”.
The OIG'’s report contained 11 recommendations for the FAA.

Progress in meeting the challenge

To date, the FAA has closed one recommendation on
“ensuring Southwest Airlines complies with regulatory
requirements that the 88 previously owned aircraft
conform to U.S. aviation standards.”

What needs to be done

For the recommendation on “ensuring Southwest Airlines
complies with regulatory requirements to provide accurate
weight and balance information to pilots, or grant an
exemption that justifies the non-compliance being in the
public interest”, the FAA plans to:

Have the FAA's Southwest Airlines CMO develop an
action plan to conduct intensive surveillance and review
of the approved Southwest Airlines Performance Weight
and Balance Program (in progress).

Create a System Analysis Team with Southwest Airlines
personnel working collaboratively with the FAA's
Southwest Airlines CMO personnel to identify and
address root causes of compliance failures (in progress).

Monitor the corrective actions in accordance with
the Performance Weight and Balance Program

recommendation.

For the recommendations on “retraining inspectors at the
local oversight office for Southwest Airlines on the purpose
and proper use of the Voluntary Disclosure Reporting
Program,” and “training managers and inspectors of the
local oversight office on their roles and responsibilities to
work with Southwest Airlines for root cause analysis,” the
FAA plans to:

Document and complete on the job training in
compliance with current guidance. Training includes

a review of existing courses and pertinent sections of
FAA Order 8900.1; presentations and briefings from
FAA Policy/Program Offices/Branches on the related
guidance and any changes/updates that have occurred;
and scenario-based case studies.

For the recommendations on “enhancing management
controls to ensure designated airworthiness
representatives comply with established procedures to
verify that aircraft conform to U.S. airworthiness standards”

as well as “developing a management control to ensure
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that designated airworthiness representatives verify the

completeness and accuracy of maintenance records, and

do not rely on air carrier-provided summary data to make
airworthiness determinations,” the FAA plans to:

Mitigate the immediate safety concern by issuing

a notice that requires Designated Airworthiness
Representatives (DAR) to complete FAA Form 8100.1,
Aircraft Conformity Inspection Record. The notice will
also require the DAR to forward the record to their
FAA Managing Specialist (which is the DAR’s FAA point
of contact and provides oversight of DAR activities)

for inclusion into the aircraft records. This action will
provide the FAA greater clarity in how each DAR makes
airworthiness determinations.

Enhance DAR training by incorporating the requirements
contained within the notice into DAR initial and
recurrent training.

Update FAA Order 8130.2J to include the requirements
outlined within the Notice.

For the recommendation on “completing a compliance
review of other certificates issued by the designated
airworthiness representatives used by Southwest Airlines,”
the FAA plans to:

Complete a compliance review of other U.S. Standard
Airworthiness Certificates for transport category aircraft
issued by the DARs involved in the Southwest Airlines
‘Skyline’ project aircraft.

For the recommendation on “training inspectors on FAA's
process to provide feedback on designated airworthiness
representatives when corrective actions are needed, and
provide inspectors access to the system used to provide
feedback,” the FAA plans to:

Reinforce Aviation Safety Inspector knowledge of the
process contained within the Designee Management
System (DMS) to provide feedback on DAR performance
to the Managing Specialist through the publication of
the notice referenced in the earlier recommendations on
management controls.

Enhance awareness of the ability of all Aviation Safety
Inspectors to access DMS.

Encourage the aviation community to provide feedback to
any Managing Specialist on the performance of any DAR.

For the recommendations on “developing and
implementing a management control to ensure air carriers
and inspectors do not use Safety Management Systems as
a substitute for regulatory compliance” and “developing
and implementing guidance on how to evaluate air

carrier safety risk assessments to ensure the carrier has
performed a comprehensive analysis, identified root
causes, and established appropriate corrective actions,”
the FAA plans to:

Update the Instructor Guide courses “SMS Practical
Application Workshop” and “SMS Continued Operations
Oversight”.

Provide training on 14 CFR part 5, Subpart C SRM

applications.

For the recommendation on “developing and implementing
inspector guidance on how to evaluate air carrier safety
culture and how it should be factored into oversight
decisions,” the FAA plans to:

Develop a safety culture assessment tool.

Sustaining and modernizing the En Route

Automation Modernization (ERAM) system
while integrating new capabilities

Why this is a challenge

The FAA continues to sustain and modernize the En Route
Automation Modernization system while integrating new
capabilities.

Progress in meeting the challenge

The FAA continued to integrate new capabilities and
external programs such as Data Communications and
Space-Based Automatic Dependent Surveillance -
Broadcast (ADS-B) into the ERAM platform. To achieve
this, FAA utilized the ERAM strategic release planning
process and multi-year integrated schedule to support
pre-planned software releases. This ensured that both
ERAM sustainment and Data Comm deployment schedules
did not conflict.

The FAA completed the following Key Milestones in
FY 2020:
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ERAM Sustainment 3 (S3) - Completed handoff to
Integration and Test team of enhanced data transfer
technology for the EAF200 software build to form the
foundation for planned ERAM Sustainment 3 equipment
deployments.

Space-Based ADS-B - Updated software to support an
operational evaluation at Miami Air Route Traffic Control
Center (ARTCC).

Restrictions on travel and facility closures due to the
COVID-19 public health emergency have resulted in
delays in the delivery of several ERAM software releases.
During the second half of FY 2020, software testing for
ERAM was limited to the mission critical tasks of ERAM
sustainment and mitigation of risks.

Testing with participants from the field resumed in

July 2020, and resulted in the national release of the
EAE310 software on July 28, 2020. This action enabled
the ability to mitigate potential shortages of ERAM spare
parts. With this software, retrofit activity will begin at
selected ARTCCs to replace the legacy D/A Position
processors with Sustainment 2 hardware.

Testing continued on the ERAM EAE330 release to identify
the software fixes required to continue Sustainment 2
activities at key sites. The software is planned for release
by the end of the first quarter of FY 2021.

Planning for ERAM integration with other programs
continued, with requirement definition and cost estimates
being accomplished for Offshore Automation, Space
Integration Concepts, Time Division Multiplex to Internet
Protocol, and multiple Surveillance Broadcast Services
Applications.

What needs to be done

ERAM Sustainment 2 (S2) - Complete installation of “Full”
equipment components at three key ARTCCs. This activity
is forecasted for the first quarter of calendar year 2021,
but dependent on evolving COVID-19 restrictions for
travel and site installation work.

ERAM Sustainment 2 (S2) - Complete In-Service Decision,
the final decision point in the acquisition process, for

the “Full” deployment. This is forecasted for the second
quarter of calendar year 2021, depending on evolving

COVID-19 restrictions. Complete installation at the three
key sites is a precursor to In-Service Decision.

ERAM Enhancement 2 (E2) - Deliver to key sites direct
Transmission Control Protocol/Internet Protocol (TCP/IP)
interface with NAVCanada capability in EAE400 software.
This will advance the milestone for delivery of NAVCanada
Automated Radar Handoff Capabilities in 2022. The TCP/
IP interface software is a part of EAE410 build, tentatively
scheduled for release the first quarter of calendar year
2021. The specific timeline for turn on of the capability

at the key sites is to be determined pending evolving
COVID-19 restrictions.

Realizing the anticipated benefits of Automatic

Dependent Surveillance-Broadcast (ADS-B)
investments

Why this is a challenge

According to the OIG, the “FAA still faces challenges in
realizing the operational benefits and cost savings of ADS-B.
These challenges include implementing procedures to take
advantage of increased airspace capacity and implementing
plans to reduce its radar infrastructure.”

Progress in meeting the challenge

The FAA continued collaboration with aviation users to
continue progress on the aircraft equipage that enables
maximum benefits from FAA's NextGen investments. This
includes addressing barriers to aircraft equipage and the
need for low-cost avionics solutions. In response, the FAA
offered rebates of $500 to owners of fixed wing, single-
engine piston aircraft to help offset the cost of equipping.

Commercial U.S. carriers are now very near 100 percent
equipped for aircraft in operation in controlled airspace.
General Aviation operators that need regular access to that
airspace are also largely equipped, with aircraft needing
only occasional access continuing to equip.

The FAA has had success with significant investment
in the infrastructure, which interacts with the
corresponding aircraft avionics to enable benefits.
The ground infrastructure for Automatic Dependent
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Surveillance - Broadcast (ADS-B) is complete, providing a
more accurate, higher update rate for surveillance of aircraft.

During FY 2020, the FAA completed the following actions
to further enhance ADS-B benefits:

Enabled three Nautical Mile Separations using ADS-B
within en route airspace at two of the 21 Air Route
Traffic Control Centers (ARTCCs) that control high-
altitude traffic.

In March 2020, completed initial integration of
Space-Based ADS-B data within the Test and Training
Environment at the Miami ARTCC.

Conducted an ADS-B In benefits study to help the airline
industry understand the potential benefits of such
future operations.

Deployed the ADS-B Deviation Authorization Pre-Flight
Tool to support Air Traffic Control authorizations for
operator equipment exceptions.

Continued radar divestiture analysis, safety risk
management activities, and site outreach activities
to potential candidates for radar divestiture, with
the goal to identify two radars locations as sites for
discontinuance.

What needs to be done

To protect our critical safety workforces during the
COVID-19 public health emergency, the FAA has
restricted access to many air traffic control facilities. These
restrictions have suspended equipment and software
installations, as well as the accompanying on-site training.

Goals and milestones for the 2020 period that are delayed
due to COVID-19 are as follows:

Further expansion of three Nautical Mile Separations
using ADS-B within en route airspace beyond the first
two ARTCCs.

Completion of Radar Divestiture Safety Risk
Management Panels for the first two initial sites.

Resolving obstacles to implementing new flight

procedures and delivering benefits to airspace
users

Why this is a challenge

The FAA continues to modernize the national airspace

system through the multi-billion dollar Next Generation Air
Transportation System (NextGen) program. As envisioned,
NextGen will provide safer, more efficient air traffic
management by 2025. While it has implemented new
capabilities, FAA still faces challenges in upgrading aging
infrastructure, continuing NextGen deployment, and achieving
intended benefits in a cost-effective manner.

Progress in meeting the challenge

Addressing increased community concerns about aircraft
noise
The FAA continued ongoing communications as an
effective community involvement practice, and pursued
open dialogue in collaboration with local airports and
communities.

The FAA developed continuous and scalable community
outreach programs and has built virtual capabilities for
community engagement in response to the COVID-19
public health emergency. These capabilities establish

a basis of communication and collaboration with local
communities as we continue to work more effectively
with airports to address our mutual challenges.

These challenges include identifying and avoiding
environmentally sensitive areas and collaborating with
industry partners and air traffic control facilities to
design instrument flight procedures that utilize advanced
technologies.

The FAA established community engagement officers and
regional ombudsmen, and continues to accurately capture
and document agency and public interactions. Metrics
gathered are being used to more effectively tailor future
responses to noise concerns and improve support of
community outreach events and activities.

Additional staffing for the environmental review,
community involvement, and national airspace analytics
teams were requested and approved among service
centers. Western and eastern teams have each been
approved for 10 additional positions. Some positions
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were filled this year, with the remaining positions to be
filled throughout FY 2021-22. Additional staffing will
enable more thorough and timely responses to both
Congressional-level inquiries and aircraft noise complaints.

Lack of automated decision support tools for controllers

160

In coordination with industry partners such as Airlines

for America, National Business Aviation Association,
Aircraft Owners & Pilots Association, and Air Line Pilots
Association, FAA evaluated tools and technologies that will
provide automated spacing, sequencing, and separation

of air traffic. This also increases efficiencies and adds

additional safety protocols to the national airspace system.

This effort is focused on implementing Trajectory-Based
Operations (TBO), which includes Terminal Sequencing
and Spacing, Time-Based Flow Management (TBFM),
Integrated Departure and Arrival Capability, Adjacent
Center Metering, and Performance-Based Navigation.
TBFM standards, procedures and policy are being
incorporated throughout the national airspace. TBFM

is now deployed at 20 Air Route Traffic Control Centers
(ARTCCs), 30 Terminal Radar Approach Control facilities
(TRACON:Ss), and 41 air traffic control towers.

Accomplishments in the TBO Operating Areas include:

Denver TBO Operating Area: Deployed Adjacent Center
Metering in January and again in June 2020. Deployed
Denver International Airport Metroplex in March 2020.
We continue to monitor the Denver ARTCC metering
system for necessary changes or gaps.

Northeast Corridor TBO Operating Area: Worked

on and tested the Philadelphia International Airport
metering design with the adjacent ARTCCs and
Philadelphia TRACON. Introduced change management
activities to the Northeast Corridor facilities.

Atlanta TBO Operating Area. Deployed Adjacent
Center Metering in July 2018 and deployed Integrated
Departure and Arrival Capability in October 2019.

The FAA continued implementing Integrated Departure
and Arrival Capability, with installation at Denver Tower on
September 30, 2020. The Integrated Departure and Arrival
Capability system monitors departure demand, identifies
slots in the overhead stream of traffic, and de-conflicts
departures.
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While deployment occurred in some of the TBO Operating
Areas, it has not been as robust as planned due to the
COVID-19 public health emergency. The few deployments
we have implemented have decreased the controller
workload. We have postponed Integrated Departure and
Arrival Capability because of limited access to facilities
and the FAA Technical Center, which is necessary for
testing systems and training the workforce before
implementation.

Unclear terminology used by pilots and controllers for

referring to flight paths
The Air Traffic Control Handbook Revision Project was
established to address the expeditious implementation
of performance-based airspace operations pertaining to
phraseology and procedures as described in FAA Order
7110.65, “Air Traffic Control.” The following are some of
the associated phraseology and procedure issues that are
being addressed:

Reduction of Diagonal Separation for Parallel
Dependent Approaches

Treat Go-Around/Missed Approach Ops as a Normal
Departure

Expanding the Definition of Radar (Radar Contact/
Contact Lost)

Reorganize Approach Clearance Differentiations

Tower Applied/Pilot Applied Visual Separation
infrastructure

The Mission Support Policy Directorate is tracking the
processing and implementation of revisions identified

by the Air Traffic Control Handbook Project Steering
Committee referring to flight paths, although there have
been no changes specified for the en route environment.

An effort to expand the definition of radar to include
other surveillance sources is underway, with the goal of
completion by September 30, 2021.

Lengthy procedure amendment process
The revised FAA Order 8260.43 was fully implemented
in October 2019. Metrics were established to track and
monitor the health of the new process. These metrics
assist in identifying inefficiencies so they can be addressed,



and ensure cross-agency perspectives are considered
when making the decision to invest in a given procedure.

The Prioritization Team continued to meet monthly to
assess system health and prioritize procedure development,
based on FAA priorities and system capacity. The
COVID-19 public health emergency has significantly
reduced the FAA’s capability to develop and publish
procedures due to the reduced availability of subject matter
experts in air traffic control facilities. COVID-19 also forced
the FAA to reduce flight inspection missions by over 70
percent in an effort to safeguard the health of aircrews.

The Prioritization Team, with guidance from the Instrument
Oversight Committee, continued to focus on high-priority
items to ensure resource deployment is focused on those
priorities from the outset of the workflow. This prevents
resources from being expended on developing procedures
that are not considered a high priority.

Upgrades to the FAA's design, evaluation, periodic review,
and workflow tracking software systems are increasingly
automating manual tasks, greatly reducing procedure
development and maintenance costs. To this end, the
Aeronautical Information Services Production Workflow
System (APWS) was deployed to replace the old workflow
automation system. APWS provides a more streamlined
workflow by incorporating multiple systems into one.

promote use of Performance-Based Navigation procedures.
The Performance-Based Navigation National Airspace
System Navigation Strategy emphasizes the importance

of automation tools that support the use of Performance-
Based Navigation procedures. The next steps are:

Denver TBO Operating Area: Continue refinement of
Adjacent Center Metering and implement Integrated
Departure and Arrival Capability, Terminal Sequencing
and Spacing, Terminal Flight Data Manager (TFDM), and
Data Communications (Data Comm).

Northeast Corridor TBO Operating Area: Continue
Departure scheduling activities, with projected
deployment by the end of calendar year 2022. We will
continue to refine the en route metering system, deploy
TFDM, and Data Comm.

Atlanta TBO Operating Area: Continue to refine the en
route metering system, implement departure scheduling
from Boston and New York ARTCCs, Hartsfield-Jackson
Atlanta International Airport, and Charlotte Douglas
International Airport. In addition, deploy TFDM and
Data Comm at Charlotte Douglas International Airport.

We will expand the Terminal Sequencing and Spacing tool
to extend the metering and sequencing capability of TBFM
into terminal airspace in the 2022/2023 timeframe (exact
timeframe uncertain due to COVID-19).

What needs to be done

Unclear terminology used by pilots and controllers for
Addressing increased community concerns about aircraft referring to flight paths

noise
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Continue enhancement of virtual community engagement

platforms and outreach.

Continue efforts to hire and train environmental review,
community involvement and national airspace analytic staff.

Continue development of automated solutions for
collection and analysis of community noise concerns.

The noise portal, an on-line resource where noise-related
complaints or inquiries are aired, will be released in
FY 2021 to enhance response times to aircraft noise issues.

Lack of automated decision support tools for controllers

Continue the deployment and implementation of traffic
sequencing, metering, and/or merging and spacing
automation tools to decrease controller workload and

Continue engagement in the Pilot Controller Procedures
Systems Integration Workgroup to identify shortfalls in
unclear terminology.

Lengthy procedure amendment process

Further refine prioritization process and stakeholder
collaboration.

Improve Performance Based Navigation procedure

development process.

The Prioritization Team will continue to prioritize
procedure development based on agency needs, with

a focus on safety-related items. As capacity returns to
normal post-COVID-19 volume, the Prioritization Team will
continue to balance capacity with stakeholder needs.
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Auctioning off electromagnetic spectrum to

finance and deploy new radars

Why this is a challenge

Serving as the Lead Acquisition Agency for the Spectrum
Efficient National Surveillance Radar (SENSR) program is

a challenge because the FAA must manage a cross-agency
team and the Spectrum Relocation Fund funding mechanism.
Both of these FAA roles require strategic communication
and engagement with various government stakeholders,
such as the National Telecommunications and Information
Administration (NTIA), Office of Management and Budget
(OMB) and Federal Communications Commission (FCC).

Progress in meeting the challenge

The FAA's Joint Resources Council approved the SENSR
Initial Investment Decision on March 31, 2020, contingent
on policy-level support for the preferred alternative. The
SENSR preferred alternative required policy-level changes
to spectrum auction legislation and pre-auction funding.

High-level officials from the FAA, Department of Defense
and Department of Homeland Security requested the
creation of the Policy Coordination Committee (PCC) in
July 2020 to reach consensus on the viability of and the
path forward for SENSR. The PCC includes executives from
OMB, FCC, NTIA, National Economic Council, National
Security Council, and the White House Policy Council. The
PCC meetings occurred on July 22 and August 6.

On July 22, the SENSR Joint Program Office received
feedback that the program will not receive policy-level
support to address the legislative constraints that stand in
the way of implementing the SENSR program plan created
by the three partner agencies. NTIA subsequently presented
an alternate SENSR proposal (Re-packing Radar Frequency
Assignments in the 1215-1390 MHz Frequency Range).

On August 6, the PCC provided new direction to the
SENSR program. It was agreed to by all parties that the
SENSR Joint Program Office would conduct a six-month
feasibility assessment of the NTIA proposal. Three primary
activities define this assessment:

Retune feasibility assessment
Conduct market survey

Update program cost estimate

Two FY 2020 milestones are no longer applicable:

Release Draft Screening Information Request by June 30,
2020. The FAA paused Screening Information Request-
related acquisition activities while working with the
Executive Steering Group, the Technical Panel, and PCC
to define an acceptable path forward for the program,
leading to the August PCC determination to redirect
program activities.

Submit SENSR Spectrum Pipeline Plan update to the
Technical Panel by September 30, 2020. The program
did not require additional funds from the Spectrum
Relocation Fund to complete the feasibility assessment
outlined in the August PCC meeting.

What needs to be done

The next PCC meeting to review progress on the feasibility
assessment is scheduled for November 2020.

Complete feasibility assessment of the National
Telecommunications and Information Administration's
proposal by late February 2021.

Addressing longstanding cybersecurity

vulnerabilities and strengthening internal
controls

Why this is a challenge

Without Department of Transportation Office of the
Chief Information Officer oversight to establish effective
cybersecurity internal controls, DOT will continue to face
challenges in reducing the risk of external cyberattacks or
insider threats that may expose sensitive information and
compromise the Department’s safety mission.

Progress in meeting the challenge

FAA participated in the Department’s Office of the Chief
Information Officer (OCIO) program performance oversight
and reviews of Operating Administrations’ cybersecurity
programs in February 2020.

As part of the performance oversight review, FAA provided
the OCIO with risk acceptance memos for FAA systems
with expired Authority to Operate and updates to the Plan
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of Action and Milestones reviewed for inaccurate data, Implementing congressionally mandated
missing information, and timely updates. aviation cybersecurity initiatives to protect

The FAA regularly monitored and reported on security ﬂlght-crltlcal systems
awareness and role-based training progress. As of

August 31, 2020 FAA achieved: Why this is a challenge

92 percent (of 95 percent required) compliance with Protecting systems from rapidly evolving cyber-based threats

annual security and privacy awareness training in an expanding environment is a challenge that requires

93 percent (of 100 percent required) compliance with the cooperation of aviation industry stakeholders, airlines,
role-based training for key information security personnel. airports, and manufacturers.
The FAA has updated its common control provider catalog Progress in meeting the challenge

in the Departmental Cyber Security Assessment and . .
To address the recommendations provided by the Office of

Inspector General (OIG) within the report “FAA Has Made
Progress but Additional Actions Remain To Implement

Management system and issued memos to all Authorizing
Officials of the common controls available to systems for

inheritance. . .
Congressionally Mandated Cyber Initiatives” (Report No.

The FAA remediated 70 percent of the vulnerabilities AV2019021, March 2019):

with critical and high severity ratings identified on the L . .

o O . Aviation Safety (AVS) identified target dates to address
high-impact systems. In addition, FAA continues to address .

. . L the four deferred recommendations made by the
High Value Risks in Internet Protocol systems within L. . . . .

i . Aviation Rulemaking Advisory Committee Aircraft
30 days, under the oversight of the FAA Cybersecurity . . .
. . Systems Information Security Protection (ASISP)
Steering Committee. . . .
Working Group. These target dates were included in

The FAA has submitted Risk Acceptance memos for FAA the AVS Strategic ASISP Plan to address the Working
systems that have expired authorizations and validated Group’s four deferred recommendations to enhance
that correct authorization status and dates are reflected aircraft systems cybersecurity. The OIG closed out this
in the Departmental Cyber Security Assessment and recommendation in October 2019.

Management system. . .
The Cyber Security Risk Model Strategy and Plan has

been updated to outline a four-year approach for a

What needs to be done . ) .
fully integrated life cycle methodology to effectively
FAA will continue to address the challenge of improving defend against cybersecurity threats and manage its
management oversight by: cybersecurity risk on a continual basis. The OIG closed

. . . . out this recommendation in November 2019.
Establishing and maintaining authorized points of contact

within each organization for training status reports. NextGen updated the FAA's Cyber Research &
Development (R&D) Plan. The strategy identifies the

Including personnel lists to identify managerial . .
research required to support the detection, response,

alignment inaccuracies. . L
and resilience to cyber-attacks on the FAA and aviation

Identifying accounts with no managerial data and work infrastructure. The Plan outlines the next 5-year
with Learning Management System administration to research strategy (i.e., ongoing and prospective R&D
populate those data elements. activities relative to the goals and objectives specified in

Encouraging agency management to utilize the Human the Cybersecurity Strategy) across budget type, whether

Capital System process to properly update accounts identified directly as cyber product or as part of a larger

effort. The OIG closed out this recommendation in
February 2020.

with accurate management data.

These efforts should improve agency compliance
requirements for security awareness and role-based training.
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What needs to be done

The FAA continues to work with the OIG to ensure closure
of the three remaining recommendations from their March
2019 report and has submitted closure requests to OIG for
their consideration.

In response to the OIG’s September 2020 report “FAA
and Its Partner Agencies Have Begun Work on the
Aviation Cyber Initiative and Are Implementing Priorities”
(Report No. AV2020043), the FAA concurs with OIG's
recommendation that FAA, in consultation with its Aviation
Cyber Initiative (ACI) partners, identify the resources
needed to meet the current schedule for achieving AClI’s
remaining priorities and how those resources should be
allocated, and revise the current schedule, as necessary.
The FAA plans to implement the recommendation by
December 31, 2020.

Safely integrating Unmanned Aircraft Systems

and the commercial space industry into the
national airspace system

Why this is a challenge

The FAA is responsible for the safety and security of all
aircraft in the national airspace, including more than 1.7 million
registered drones. In order to safely integrate Unmanned
Aircraft Systems (UAS) and the commercial space industry

into the nation’s airspace system, the FAA must resolve
technological and regulatory challenges such as how to
identify drone ownership while in flight — called Remote

ID —as well as preparing for a dynamic and rapidly growing set
of future commercial space missions.

Progress in meeting the challenge

To implement provisions for recreational flyers, the FAA
has:
Modified our Low Altitude Authorization and Notification
Capability and our website DroneZone to allow recreational
flyers to obtain airspace authorizations more quickly.

Issued authorizations for fixed sites. These specific
locations will allow recreational flyers to fly in controlled
airspace at altitudes below those presented in the UAS
Facility Maps.

As required by the FAA Reauthorization Act of 2018, the
FAA is developing a UAS aeronautical knowledge and safety
test for recreational flyers. To this end, the FAA issued a
Request for Information to develop a relationship between
FAA and third party entities (commercial, non-profit,
academic, and others) who can provide recommendations
on a knowledge test’s design and administration, as well as
support initial deployment of the test.

Conducted a safety risk management panel for UAS
operations over 400 feet above the ground.

Developed the knowledge test’s administration
requirements and Memorandum of Agreements that are in
the final stages of the review process.

Started developing the knowledge test and plans to
implement the test using initial test administrators by the
end of the first quarter FY 2021.

Developed an Advisory Circular that contains guidance on
community-based organizations as required by the FAA
Reauthorization Act of 2018. It is currently under review
by the Department of Transportation.

To create a robust system for safety data, the FAA has:

Developed, in collaboration with NASA, data sharing
mechanisms, including de-identification and protection
requirements. De-identification allows stakeholders to
contribute safety data without fear of reprisals or loss of
proprietary data. This data then helps identify risks and
evaluate the effectiveness of proposed solutions.

Initiated and led a data integration effort involving UAS
data stakeholders from across the FAA to determine
inconsistencies in existing definitions, gaps in data
collections, and unclear uses for some required data
elements. The effort standardized the definitions, closed
the gaps, developed the needed traceability between data
collected and its uses, and explored several hosting solutions
to increase efficiency and effectiveness in the most budget-
friendly method possible. The effort is synchronizing UAS
data across the FAA, ensuring that each office receives the
necessary data for decision-making regarding safety and
integration of drones into the nation’s airspace.
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To resolve technological and regulatory challenges such as
Remote ID, the FAA has:

Issued the Notice of Proposed Rulemaking and received
over 53,000 public comments. The final rule has cleared
the FAA and is currently in review at DOT as well as
concurrently undergoing interagency coordination.

Launched the Remote ID implementation team in October
2019 and developed an initial breakdown of work
activities.

Launched the Remote ID implementation steering
committee in June 2020 to help executive management
oversee and coordinate the implementation of the Remote
ID rule requirements across FAA.

Considered how manned aviators can partake in Remote
ID efforts, by issuing a Request for Information whose

comments were received in March 2020.

To create a robust system for safety data, the FAA will:

Publish in the first quarter of FY 2021 the updated
Advisory Circular 00-46F, which governs the aviation
safety reporting program, to extend protections to the
unmanned community.

Collaborate with the Unmanned Aircraft Safety Team to
promote the Aviation Safety Reporting System to the UAS
community after Advisory Circular 00-46F is published.

Work with partners in the Integration Pilot Program and
the Partnership for Safety Program to develop a robust
system for obtaining, tracking, and analyzing UAS safety
data, including program data that is regularly submitted to
the FAA, and operational data or reports as required by
the operational provisions of waivers granted. Expected
completion is the first quarter of FY 2021.

To resolve technological and regulatory challenges such as
. . . Remote ID, the FAA will:

With respect to the commercial space industry, the FAA wi
has: Issue the final rule for Remote ID in December 2020.

Completed development of time-based launch/reentry Continue to coordinate and execute items on the Remote

procedures to more efficiently manage air traffic affected ID implementation schedule.

by and in the vicinity of launch/reentry activity.
Issue the final rule for Operations Over People in

Completed development of dynamic launch/reentry December 2020

windows. The operational triggers will provide greater

L s Continue to hold monthly Unmanned Traffic Management
efficiencies for users of the nation’s airspace.

update meetings with stakeholders, FAA executives, and
Completed software development for Space Data NASA.

Integrator Phase 1 Minimum Viable Product. This tool will

receive and distribute launch and reentry data to allow for Complete the Unmanned Traffic Management

. . . . . Implementation Plan and deliver it to Congress in the first
improved situational awareness and improved airspace

. . half of calendar year 2021.
management decision making.

With respect to the commercial space industry, the FAA

What needs to be done
plans to:

To implement provisions aimed at recreational flyers, in Conduct industry outreach with airline stakeholders to

FY 2021 the FAA will:

FISCAL YEAR 2020

Complete the review process and finalize knowledge
test administration requirements and Memorandum of
Agreements.

Develop policy for fixed sites and sanctioned events that

are above the current authorized altitudes.

Pending completion of DOT review, publish the Advisory
Circular for comment and finalize guidance.

Implement the knowledge test by December 31, 2020.

educate them on time-based launch/reentry procedures
and notices to airmen that are used to notify the aviation
community of launch and reentry operations. While

originally planned for FY 2020, due to COVID-19, airlines

have been unable to schedule training.
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Supporting R&D and reshaping the workplace

to meet future needs

Why this is a challenge

The Office of the Inspector General’s (OIG) recent examination
of the Department’s Research and Development (R&D)
efforts identified challenges concerning DOT/FAA’s use and
management of other transaction agreements (OTAs). These
agreements are used to engage outside parties in cooperative
R&D. When awarding OTAs, FAA did not consistently

analyze OTAs for conflicts of interest, perform cost-benefit
analyses that examined facility utilization, or monitor cost
sharing when using this innovative mechanism. As a result of
these weaknesses, the OIG concluded that the FAA missed
opportunities to realize potential cost savings.

The Inspector General specifically noted weaknesses with
respect to a large OTA with Embry Riddle Aeronautical
University (ERAU) to conduct collaborative NextGen
research with members of the aviation industry and operate
the NextGen Florida Test Bed (FTB). They recommended
development of a business case for new or modified OTAs
that include the potential for competition, a cost-benefit
analysis that examines facility utilization (whether onsite or via
remote access), and potential for cost sharing. They likewise
recommended that FAA follow DOT'’s cybersecurity policy,
and track access and usage of OTA-covered information
systems at the FTB.

Progress in meeting the challenge

The FAA established a business case for the award of a
new OTA to ERAU. The business case contains an updated
analysis for the location of the FTB, investigating the costs
associated with moving the FTB research facility to a

new location under new management or keeping it at the
existing site.

The business case clearly identified that moving the
FTB to another location would come at great taxpayer
expense, and would result in significant time delays,
during which NextGen research at the FTB would need
to cease.

In terms of facility management, the business case
noted that ERAU is already located onsite at the FTB,
resulting in lower overhead costs and other significant
advantages, including the use of the low-cost university

workforce, while educating the student body —our
future aviation experts —about Next Generation Air
Traffic Control.

The FAA continues to track the effectiveness of the FTB

as part of the FAA's yearly business case review. The FAA
reports on the use of the FTB by mission partners and
tracks usage statistics in the yearly business case review. In
addition, the FAA began to improve its tracking of facility
utilization by tracking remote access to the FTB.

In terms of cost sharing, significant industry contributions
continue to be made by private organizations bringing their
capabilities to the FTB for evaluation and integration. As
part of this effort, the FAA continues to conduct “Industry
Days,” that solicit participation from industry organizations
in NextGen research projects on cost-sharing programs,
which mutually benefits the FAA and industry alike.

Testing and integrating existing capabilities with
operationalized FAA and new NextGen infrastructure
resulted in major risk reduction for the FAA, from both
schedule shortening and taxpayer cost-saving/cost-
avoidance perspectives.

In addition, the FAA continues to realize incremental
milestones toward the full implementation of Trajectory
Based Operations, one of the cornerstone tenets of
NextGen. Trajectory Based Operations is the FAA's
method of strategically planning, managing, and
optimizing flights throughout the operation. Aircraft
will use time, rather than less efficient miles in trail,
which allows the aircraft to fly more precise flight paths,
increasing predictability, flexibility, and throughput.

In order to address the OIG recommendation that FAA
follow DOT's cybersecurity policy, and track access and
usage of OTA-covered information systems, the FAA
implemented a robust automated process used by ERAU
at the FTB to generate activity logs. This process logs key
activities such as connects, disconnects, access rejections,
data flow creations, Network Address Translation events,
etc., in a recursive onboard buffer. This information is
voluminous and chronological. Each logged event is
recorded as they occur. Cisco Virtual Private Network Filter
commands were created on the FTB firewall to extract
relevant types of Virtual Private Network connections and
Virtual Private Network disconnections. This information is
dumped into a log file on a syslog server.
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What needs to be done

The FAA will expand, extend, and
institutionalize standardized processes for

the management, execution monitoring, and
reporting of OTA activities within the R&D

arena.

The FAA will initiate a standard in-take
process to serve as a common point-of-entry
for coordination of new OTAs within the R&D
sphere. This process will ensure that new
R&D OTAs address the recommendations
associated with this Management Challenge
for all applicable future procurements, while
simultaneously meeting the requirements of
OTA Guidance stipulated by AFN.

Maintain

P

6 ft (2m) Distance
from other travelers

Above: Passengers at Los Angeles International Airport waiting in line
to check-in in summer 2020. Photo by Stella Levi/iStock.

Left: A social distancing sign in an empty Terminal B at Los Angeles
International Airport in spring 2020. Photo by Jorge Villalba/iStock

Below: Airplanes idle at Fort Lauderdale-Hollywood International
Airport due to the public health emergency. Photo by Felix Mizioznikov/
iStock.
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OTHER INFORMATION

Above: Amazon Prime Air aircraft
approaching the airport. Photo by Andrei
Stanescu/iStock.

Left: UPS cargo plane at Baltimore/
Wiashington International Thurgood Marshall
Airport. FAA photo.

Below: Passenger aircraft at Chicago O'Hare
International Airport. Photo by Sorbis/
Bigstock.
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LIST OF ACRONYMS AND ABBREVIATIONS

AAE The FAA Office of Audit and Evaluation CDM Continuous Diagnostics and Mitigation
AATF Airport and Airway Trust Fund CEAR Certificate of Excellence in Accountability
ACAC Airport Construction Advisory Council Reporting
ACI Aviation Cyber Initiative cro Chief Financial Officer
ACR The FAA Office of Civil Rights CMO Certificate Management Office
ADS-B Automatic Dependent Surveillance-Broadcast S Code of Federal Regulations
AFFF Aqueous Film-Forming Foam CSRS Civil Service Retirement System
AEN The FAA Office of Finance and Management CWT Consolidated Wake Turbulence Standard
AGC The FAA Office of Chief Counsel DAR Designated Airworthiness Representative
AGI The FAA Office of Government & Industry SRR Data Communications
Affairs Data Comm  Data Communications Segment 1 Phase 2
AHR The FAA Office of Human Resource S1p2
Management DELPHI DOT's Financial Management System
AIP Airport Improvement Program DHS U.S. Department of Homeland Security
AMSIS Aerospace Medicine Safety Information DMS Designee Management System
System DOD U.S. Department of Defense
AN The FAA Offi fN
“ € Office of NextGen DOL U.S. Department of Labor
AOC The FAA Office of Communications DOT U.S. Department of Transportation
APL FAA Office of Policy, International Affairs & E Enh
Environment nhancements
APWS Aeronautical Information Services Production EMAS Engineered Material Arrestor System
Workflow System ERAM En Route Automation Modernization
ARP Airports (FAA line of business) ERAM S2 En Route Automation Modernization
ARTCC Air Route Traffic Control Center Sustainment 2
ASH Security and Hazardous Materials Safety — Embry Riddle Aeronautical University
(FAA line of business) ESC Enterprise Services Center
ASIAS Aviation Safety Information Analysis and F&E Facilities and Equipment
Sharin
g FAA Federal Aviation Administration
ASISP Aircraft Systems Information Security . : .
Protection FAST Fixing America's Surface Transportation Act
of 2015
AST Commercial Space Transportation (FAA line . .
of business) FCC Federal Communications Commission
ATCT AirTraffic Control Tower FECA Federal Employees Compensation Act
ATO AirTraffic Organization (FAA line of business) FERS Federal Employees’ Retirement System
AVS Aviation Safety (FAA line of business) A7 Fire-fighting Foam
AVSED Aviation and Space Education FFMIA Federal Financial Management Improvement
Act of 1996
AWSC Aerospace Workforce Steering Committee
FFRDC Federally Funded Research and Development
CAASD Center for Advanced Aviation System Center
Development : ) )
FMFIA Federal Managers’ Financial Integrity Act of
CARES Act Coronavirus Aid, Relief, and Economic 1982
Security Act . . . : .
Franchise Administrative Services Franchise Fund
CAS Compliance Assurance System Fund
CAST Commercial Aviation Safety Team FRDA The Fraud Reduction and Data Analytics Act
CCAFS/KSC Cape Canaveral Air Force Station/Kennedy of 2015
Space Center FTB NextGen Florida Test Bed
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OTHER INFORMATION

FY Fiscal Year PCC Policy Coordination Committee
GA General Aviation PIIA Payment Integrity Information Act of 2019
GAJSC General Aviation Joint Steering Committee PP&E Property, Plant, and Equipment
GPS Global Positioning System PRISM Procurement Information System for
GSA General Services Administration xas?:rieir:tzgtr;gtj:,Cietm;éfgl_ﬂ?qu'smon
AR Hazardous Materials Radar Radio detection and ranging
IAB International Advisory Board R&D Research and Development
ICAO International Civil Aviation Organization RE&D Research, Engineering, and Development
e Inspector General Remote ID Remote Identification
IOP Integrated Oversight Philosophy RFI Request for Information
17 Internet Protocol RIM Runway Incursion Mitigation
IPP Integration Pilot Program RSA Runway Safety Area
IRS Internal Revenue Service S Sustainment
b International Space Station SAVES Strategic Sourcing for the Acquisition of
IT Information Technology Various Equipment and Supplies
ITD International Training Division SENSR Spectrum Efficient National Surveillance
Radar
JRC Joint Resources Council
i . . SMS Safety Management Systems
LAANC Low Altitude Authorization and Notification
Capability SoC Security Operations Center
MMAC Mike Monroney Aeronautical Center SWIimM System Wide Information Management
MITRE The MITRE Corporation SRM Safety Risk Management
NASA National Aeronautics and Space STEM Science, Technology, Engineering, and Math
Administration STI ShortTerm Incentive
NEPA National Environmental Policy Act TBFM Time Based Flow Management
NextGen Next Generation AirTransportation System TBLP Time-Based Launch/Reentry Procedures
AL Notices to Airmen TBO Trajectory Based Operations
NPRM AD Notice of Proposed Rulemaking, TCH Thermal Conducting Heating
Airworthiness Directive
NTIA National Telecommunications and TCP/IP ;:2?§$||85|0n Control Protocol/Internet
Information Administration
NTSB National Transportation Safety Board Z(::‘ht::'cal William J. Hughes Technical Center
OocCl Oracle/Compusearch Integration TFDM Terminal Flight Data Manager
ocClo DOT's Office of the Chief Information Officer TFMS Traffic Flow Management System
ODA Organizational Designation Authorization TITE TBO Integrated Test Environment
OFM DOT's Office of Financial Management TRACON Terminal Radar Approach Control
OIG Office of the Inspector General UAS Unmanned Aircraft Systems
OME Office of Management and Budget UAST Unmanned Aircraft Systems Safety Team
OPM Office of Personnel Management us.Cc United States Code
osli Organizational Success Increase USHST The U.S. Helicopter Safety Team
L OtherTransaction Agreements WJHTC William J. Hughes Technical Center
PAR Performance and Accountability Report
Part 107 Small Unmanned Aircraft Systems Rule
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We Welcome
Your Comments

Thank you for your interest
in the FAA's FY 2020 Performance and Accountability
Report.

We welcome your comments on how we can make this

report more informative for our readers.

PLEASE SEND YOUR COMMENTS TO:

office of Financial Management

Federal Aviation Administration
800 Independence Avenue, SW
Room 600W

Washington, DC 20591

202-267-9105

PAR@FAA.GOV

This FY 2020 Performance and
Accountability Report and its
companion, the FY 2020
Summary of Performance and
Financial Information, and prior
year documents are available
on the FAA website at:

FAA VIA THE SOCI.
MEDIA LISTED BELO
DR\
www.facebook.com/FAA

g—
@] www.instagram.com/faa
-

o
n www.linkedin.com/company/faa

M https://medium.com/faa

=

’ www.twitter.com/FAANews
www.youtube.com/FAANews



https://www.facebook.com/FAA
https://www.facebook.com/FAA
https://www.facebook.com/FAA
http://www.instagram.com/faa
http://www.instagram.com/faa
http://www.instagram.com/faa
https://www.linkedin.com/company/faa/
https://www.linkedin.com/company/faa/
https://www.linkedin.com/company/faa/
https://medium.com/faa
https://medium.com/faa
http://www.twitter.com/FAANews
http://www.twitter.com/FAANews
http://www.twitter.com/FAANews
http://www.youtube.com/FAANews
http://www.youtube.com/FAANews
http://www.youtube.com/FAANews
mailto:par%40faa.gov?subject=Comments%20on%20FY%202020%20FAA%20PAR
https:/www.faa.gov/about/plans_reports/#performance

https:/www.faa.gov/about/plans_reports/#performance
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