


MEMORANDUM

'DATE:  September 16, 2005

FROM:  Frank Berardino
TO: Jeffrey Wharf

SUBJECT: ORD BCA SCENARIO: LOSS OF AHUB

At the request of FAA, GRA prepared a scenario regarding the loss of a hub at
ORD using materials prepared by Ricondo Associates and others involved in the
preparation of the benefit cost analysis and other materials for the ORD OMP-1 project.
The o\(erall methodology used in the benefit-cost analysis is described in the |
“Supplemental Benefit-Cost Analysis”ﬂprepared by Ricondo Associates, dated
September 13, 2005. In developing the analysis of the loss .of a hub, we have applied the
methodology from the Ricondo study andr developed the scenarios using the following
assumptipns:
% First, and most important, we have assumed that the bankruptcy of a hub
| carrier at ORD is comi)letely independent of whether the OMP-1 case is built
or not; thus, it is important to adjust operations and passenger demand levels
to reflect the loss o_f a hub carrier in both scenarios ih the Beneﬁt-cost study..
- * To make these adjustments, we refer to the Environmental Impact Statement,
Appendix R, which presents a “low side” forecasf for ORD that correspoﬁds

to the loss of a hub carrier. This forecast suggests that the immediate effect of




the loss of a hub carrier would be an 11 percent reduction in both operations
and passengers.
'In the benefit-cost analysis, benefits and costs ére evaluated dver the period
12007 through 2028. The same evaluation period was appliéd here. Thus; in
both the base case and OMP-1 case, operations in 2007 were reduced by 11
percent.
In the base case, for evéry year thereafter, we assumed that operations grew
at the same rate (1.2 percent) shown in the original BCA for the years 2003 -
2006, the period before operations are capped. For the scenario case, for the
period 2007 — 2018, operations are given in the “low side” forecast from
Appendix R of the EIS and then grow at the same average rate (1.2 percent)
thereafter. We further assumed that operations would be capped at the same
levels as in the original BCA (974,000 in the base case and 1,150,000 in the
scenario case).
We followed a similar procedure with respect to the passenger forecast,
reducing each by 11 percent in the yeér 2007 and growing them back. In the
base case, passenger counts from the original BCA were reduced by 11
percent each year until 2018, the year when passenger counts are capped.
Thereaftér, because passenger counts are lower in the “lose a hub” scenario,
they are permitted to grow at the same average growth rate (1.8 percent)
showh in the original BCA. In the scenario case, passenger counts from

Appendix R of the EIS, “low side forecast” were used through 2018; thereafter



théy grow ét the samei rate (2.4 percent) shown in the original BCA.
Passenger counts were capped at the same levels as in the original BCA.
> We used results from the TAAM simulations ico‘nducted for the OMP-1
N projécf to estimate the dlangéé in average deléy per operaﬁoﬁ in both the
base and scenario cases resulting from the reduced levels of demand in the |
~ “lose a hub” scenario.

% We utilized the change in average delay to adjust the expected travel times
per péssenger in the original benefit-cost analyses for both the base and
scenario cases. In both instances, the average tfavel time wés lower as a
result of the reduced level of opérations resulting from the loss of a hub
carrier. |

» We élso adjuét_ed the average money fare in the base case to reflect the
forecast in Appendix R of the EIS that 25 percent of connecting passengers
would be lost in the event of the loss of a hub carrier. The result was a

- reduction in the money fare in the base case from $220.05 to $213.16.

: Using the foregoing adjustments to the baseline» benefit-cost analysis, resulted in a

revised estimate of OMP-1 benefits in the event of the loss Qf a hub carﬁer at ORD. rThe'

results are summarized in the following table.




ORD LOSE A HUB CARRIER SIMULATION

EXCLUDES SYSTEM BENEFITS

Table 1:

g::: OMP-Phase 1 Benelit Calculations
1 2 3 4 5 6 7 8 9 10 " 12
Average . ; . - oot -
Travel Time | Vatue of B\al“ Case| Assumed Bast Case Base Case OMP-1 Totzl OME-1 Fuil Benefits to Benefits 1o - Total PV of Total
alue of | Average " Total Passengers Existing Benefits @
per Time per Travel Money Full Prica Passengers (miilions): EIS Price ot Passengers {§ Incremental | Benefits (§ 7% (2001 §
d Minute of Travel : Travel Pax ($ mll) Mit) -
Operation Time Fare (mlllions) AppR mll) . mil)
minutes)
Revised for | Ricondo reduce . . 0.5°((s)-
Source fower ops Table E-3 1) x(2 c::r;:t:/t (3)+(4) | less11% per EIS App R | see footnote ((5)-(@)) (6) LYy (9)+(10) |PVin2001$
2002]
2003
2004
2005
006
007) 39, 0.54 74.62 $213. $287.79 64.4 65.8 282.88 $316.4 3.2 $319.7 $213.
008 42. $0.54 76.1 $213. $269.29 65.8 67.7 282.33 $457.7 $6.7 $464. $289.2 |
009 45. $0.54 77.6 $213. $290.82 67.1 69.7 281.67 $614.0 11.8 $625. 364,
010 147, $0.54 79.0 $213. $292.22 68.5 71.7 281.24 $752.9 $17.4 $770. 419
011 50.4 $0.54 0.4 $213. $293.64 69.8 73. 280.38 $926.8 $26.0 $952. 484.
012 53. 0.54 . $213. $295.09 71.4 75. 280.01 ,076.4 $34.4 10.7 527.
2013 55, 0.54 $83.40 $213. $236.56 72, 78.. 279.23 261.7 $46.5 308. $580.9
2014 57.. 0.54 4.12 $213. $297.28 74. 80. 278.08 425! $58.4 483, 615.7 |
015 58. 0.54 34.87 $213.1 $298.04 75. B2.! 276.56 622, $74. ,697. 658.4
016 60. $0.54 .66 $213.1 $298.82 77. 84. $275.76 77, $88. 865.4 676.
a17 61.4 $0.54 KL $213.1 $299.50 78.5 87.0 $274.48 ,9863.8 06.! $2,070.2 701.3 |
018 62.0 '$0.54 A £213.1 $299.83 79.4 88.4 $271.06 2,282 4 44.; $2,426.7 768.
019 62.0 0.54 $213. $299. 80.2 90.7 $270.29 2,369.2 LX $2,523 746.6 |
020 62.0 0.54 $2 $299. 81.1 92.0 269.52 $2,457 4 84, $2,622. 7250 |
021 62.0 0.54 $213. $299. 82.0 93. 268.75 $2,547. X $2,722 703
[_2022] 62.0 0.54 32 $299. 82. 94. 267.99 $2,638. 86. $2,825 682,
2023 62. 0.64 52 $299.83. 83, 6. 267.23 $2,730, 987 $2,529 661,
024 62. $0.54 X $2 $299. 84. 97. 66.46 $2,825, $211. $3,036. $640.4
025, 62. 30,54 86. $2 $299. 85. 98.2 66.90 $2,818.6 $207.! $3,026. $596.
026 2. $0.54 86. $2 $299. 6. 98. 69.36 $2,636.7 77. $2,814. $518.
2027 62. $0.54 86. §2 $299. 7. 98. $271.84 $2,448.5 50. $2,598 $447.
[ 2028 62. $0.54 86. $2 $299. 8.4 98. $274.34 $2,253.8 24. $2,378.4 $382.
2029
030]
031] $12,402.6

Finally, we evaluated whether the changes in the money fare in the scenario case

were plausible. To do this, we used the revised estimates of travel time in the scenario

case (discussed above) to estimate a revised value of travel time for each year 2007

through 2008. We then subtracted this from the estimated full price of travel in each

year. The resulting difference is the estimated money fare in the scenario case. Over

the 20-year evaluation period, the implied reduction in the money fare averages 0.44

percent per year, well within the average decline in the real money yield (2.6 percent)

since deregulation.
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