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FAA Response to Comments Introduction

FAA Response to Comments
O’Hare OMP Phase 1 LOI

In February 2005, the City of Chicago (City) submitted a request for a Letter of Intent (LOI)
for a multiyear commitment of Airport Improvement Program (AIP) funding for Phase 1 of
the O’Hare Modernization Program (OMP). There is no statutory right for parties to
submit comments during the LOI application process and review, nor a statutory
obligation for FAA to review or respond to comments submitted to an LOI application.
However during the course of the FAA review of the LOI, comments were submitted by
Community, Religious, and Homeowner Objectors to the project in response to the LOI
application, including a study by the firm of Campbell-Hill, Inc., challenging several
aspects of the City’s Benefit Cost Analysis. Congressman Henry Hyde also submitted
comments on behalf of his constituents and the Department of Transportation Office of
the Inspector General. These documents are listed below:

1. June 3, 2005 letter from Joseph Karaganis and Robert Cohn representing
Community, Religious, and Homeowner Objectors to the project (Karaganis)'

2. June 6, 2005(errata) BCA from Campbell-Hill, Aviation Group, Inc. (Campbell-
Hill)

3. July 5, 2005 letter from Congressman Henry Hyde on behalf of his constituents
(Hyde)

4. July 21, 2005 Department of Transportation Office of Inspector General report
titled, “Chicago’s O’Hare Modernization Program”, Report Number AV-2005-
067 (OIG)

5. July 21, 2005, Presentation by Campbell-Hill in regard to the City of Chicago
Benefit-Cost Analysis in support of its OMP.

6. Octobezr 12, 2005, The Alliance of Residents Concerning O’Hare, Inc. (AreCO)
Letter.

7. October 28, 2005 letter from Joseph Karaganis and Robert Cohn representing
Community, Religious, and Homeowner Objectors to the project,

8. October 28, 2005 response to Supplemental BCA from Campbell-Hill, Aviation
Group, Inc.

9. November 8, 2005 letter from Joseph Karaganis and Robert Cohn submitting
affidavit of Robert Haveman.

10. November 8, 2005 Affidavit of Robert Haveman

Although not required by statute to respond to comments to an LOI application the FAA
did consider the points raised in the comments during its review of the LOI application
and prepared the following responses.

! Letter references August 23, 2004 letter and April 6, 2003 letter as previously filed objections to the
City’s LOI request.

* Comments submitted by the Alliance of Residents Concerning O’Hare, Inc. (AreCO) were duplicative in
nature of comments submitted by the other commenters and are addressed in the responses to the other
comments listed above.
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The original (February 2005) LOI submittal included a Benefit/Cost Analysis (BCA) based
primarily on the delay reduction benefits (measured in terms of changes in total aircraft travel
time) anticipated to be produced by the project. While the City’s original BCA focused on
the quantification of travel timesavings benefits, there were other benefit categories that
are more relevant than those calculated in the original BCA. Consequently, it was
determined that enhancements to the original BCA methodology would be necessary.
Since then, the City has submitted a September 27, 2005, Supplemental BCA using a
consumer surplus approach which focuses the analysis on measuring the capacity benefits of
the project, i.e. the airport’s ability to process additional traffic and passengers as a result of
the proposed project.

The documents numbered 1 through 6 referenced above were submitted objecting to the
original February 2005 BCA. The Supplemental BCA arose in part as a response to these
comments. The documents numbered 7 through 10 above relate to the September 27, 2005
Supplemental BCA. Our responses below reflect the fact that the Supplemental BCA was
completed and was used as the basis of our LOI decision dated November 17,, 2005
Therefore, to the extent comments on the original BCA were superceded by the submission
of comments on the Supplemental BCA, the FAA focused on responding to the latter set of
comments. Many of the original comments did not require a response since the updated
analysis rendered the comment moot. Where FAA determined that an original comment
applied generically, the comment was addressed.




FAA Response to Karaganis/Cohn 6-3-05 Letter

Please be advised that there is no statutory right to comment to a Letter of Intent (LOI)
application. Nor is there a statutory obligation to respond to comments submitted with
respect to a LOI application. However due to the interest shown by various commenters
in the LOI decision, FAA has compiled the following responses.

June 3, 2005 Karaganis/Cohn Letter
FAA Response to Comments

Comment #1:

None of the City’s proposed “build” scenarios for Phase 1 or the full
OMP-Master Plan would produce a benefit-cost ratio of 1.0 or higher;
indeed, the BCA ratios for most of the proposed scenarios would produce
NEGATIVE net benefits, much less a ratio above 1.0.

Commenter: Karaganis-Cohn. (p. 2)

FAA Response:

Phase 1
The FAA disagrees with the comment.

On September 27, 2005, the City submitted a supplemental BCA for Master Plan Phase 1
development that produced a benefit/cost ratio of 4.6. While the benefits are identical to
those reported for OMP Airfield Phase 1, Master Plan Phase 1 includes the relevant set of
costs (e.g. costs associated with the Lima-Lima taxiway, the Western Concourse, and the
Concourse K extension) necessary for a proper evaluation of the proposed project

The Supplemental BCA methodology and results were reviewed by both FAA’s Office of
Policy and Plans(APO) and FAA’s contractor, GRA, Inc., an aviation firm specializing
in strategic advice and financial analysis relating to air transportation. APO determined
that the benefits sufficiently exceeded the project costs over a range of parameters. A
copy of the memos produced by APO accepting the City’s use of the FAA suggested
methodology and results are included as Attachment E to the “Analysis And Review of
City of Chicago’s Application For Letter of Intent”. GRA concluded that the project
appeared to show robust benefit-cost ratios over a range of parameter values. A letter
accepting the methodology and results by GRA 1is included as Appendix D to the
“Analysis and Review of City of Chicago’s Application For Letter of Intent”. Through
these two reviews FAA concluded that the project is cost beneficial. .

See the response to the next comment for additional discussion of the Karaganis-Cohn
critique of the City’s initial BCA submission.

Total Master Plan
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The City’s supplemental analysis includes some data on the benefits and costs of the
Total Master Plan. That data shows that the Total Master Plan is also cost beneficial,
however, this information was not sufficient for the FAA to make a final decision on
whether the Total Master Plan is cost beneficial.

A determination of OMP Phase 2’s benefits and costs is not required to issue an LOI for
OMP Phase 1. Our review of the City’s supplemental analysis indicates that OMP Phase
1 will be cost beneficial on a stand-alone basis. In other words, the Federal investment in
OMP Phase 1 would be justified even if OMP Phase 2 and the remainder of the master
plan are not constructed. Therefore, a detailed analysis of OMP Phase 2’s benefits and
costs is not required to support our decision to issue an LOI for OMP Phase 1. Having
found OMP Phase 1 provides significant improvement at one of the nation’s most
important airports, the FAA can be expected to continue to fund the overall OMP,
assuming that the City is able to comply with the statutory and regulatory guidance on
LOVAIP funding, and that funds remain available when those applications are filed.

Comment #2:

The City’s BCA used a faulty model design which caps the operations for
OMP Phase 1 and full OMP at 974,000 operations, computes the delay
savings with the new capacity at that capped level of operations and then
applies that delay savings throughout the entire 20 year BCA period. This
approach creates unrealistic and fictional delay savings, dishonestly
exaggerating delay savings, and is inconsistent with FAA’s BCA
guidance. Instead of capping the level of operations the BCA should cap
the level of delay as the FAA Guidance instructs.

Commenter: Karaganis-Cohn. (p.2)

FAA Response:

The FAA agrees that the City’s methodology of capping operations was not appropriate
for determining the benefits of the Master Plan Phase 1.

The FAA notes that the methodology developed in the original BCA to measure the
benefits of the proposed project would have been appropriate if aircraft operations
remained capped at 974,000 operations. Upon reviewing the methodology, FAA
concluded that this assumption was not realistic since the base case and build scenarios
both need to reflect realistic operating environments. This means the BCA should
include constrained and unconstrained forecasts for the base case and Master Plan Phase
—1 scenario, respectively. In each scenario, the level of operations should be capped at
approximately the same level of average annual delay.
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FAA also determined that the assumption that operations remained capped also meant
that the original BCA did not fully account for consumer benefits attributable to the
airport’s ability to handle additional operations and enplanements. Based on discussions
with the Sponsor and its contractor conducting the analysis, the FAA’s concerns with the
original analysis were recognized by the City. As a result, the City provided the FAA
with a supplemental analysis, dated September 27, 2005, that utilized an alternative
methodology to measuring benefits for the proposed project. Instead of maintaining a
constant annual operational cap of 974,000, the alternative methodology allowed aircraft
operations to grow until average annual delays were approximately equal to what was
projected under the base case. At that point in time, aircraft operations would be capped.
This methodology was not only consistent with the approach recommended in the
Karaganis-Cohn comments, but also with the FAA’s BCA guidance. This process is
discussed in Appendix C to the FAA’s BCA guidance, Adjustments of Benefits and Costs
for Induced Demand, and relies on a standard economic approach that examines the “full
price” of travel before and after the proposed project and then calculates changes in
consumer surplus. The application of this methodology is entirely appropriate for the
proposed project and provides a conservative measure of the economic value generated
by Master Plan Phase 1.

It is important to note that the assumptions described above are solely for evaluating
Master Plan Phase 1. Assuming future phases of OMP development occur as planned
and as adopted by FAA’s Record of Decision, the need to impose an operational cap
would not exist since Phase-2 of the modernization program would be completed before

2016. At that point there would be enough capacity to accommodate unconstrained
demand.

Comment #3:

Chicago’s BCA did not perform any alternatives analysis for the BCA,
violating a central requirement of FAA’s BCA Guidance and making the
City’s BCA analysis invalid. The FAA’s Guidance states “a valid BCA
must have at least one alternative identified for each possible course of
action.” FAA Guidance further states that “at a minimum, the following
alternatives should be identified and discussed for any airport
infrastructure project: . . . demand management strategies . . .” FAA BCA
Guidance § 7.3, Page 18 (emphasis added). Other alternatives that should
be assessed in the context of a valid BCA would include a range of non-
development and development alternatives including use of the existing
airport coupled with congestion management mechanisms at varying
levels of “acceptable delay™, incremental on-airport runway configurations
shifting of some demand to other regional and hub airports, and any
combination of the foregoing. These very types of alternatives were
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recently adopted by the FAA in its ROD on the LAX Master Plan and
were adopted by the City and the FAA with respect to O’Hare in the
City’s 1980s Master Plan and the FAA’s 1984 ROD dealing with O’Hare
expansion. Further, demand management is clearly an action that is
currently in place at O’Hare and currently being proposed by FAA for
O’Hare under its March 25, 2005 NPRM. Contrary to this central
requirement the City’s BCA states “the City believes that the OMP is the
best development option and, therefore, alternatives are not analyzed as
part of this BCA.” Chicago’s BCA at IV-2 (emphasis added). This City’s
failure to evaluate alternatives to its preferred course of action makes the
City’s BCA analysis fatally invalid.

Commenter: Karaganis-Cohn. . (pp. 2-3)

FAA Response:

FAA disagrees with the commenters’ interpretation of the BCA guidance on specification
of alternatives.

Through the NEPA process, FAA rigorously explored and objectively evaluated all reasonable
alternatives and discussed the reasons for those alternatives that were eliminated from detailed
study.

As stated in the FEIS, congestion management was considered as an alternative, by itself,
and as part of a blended alternative. In Chapter 3 of the EIS, the FAA analyzed the
potential benefits of various congestion management strategies, including both
administrative and market-based approaches. The conclusion of this analysis was that
congestion management alone would not meet the purpose and need identified in the EIS.
Moreover, congestion management was also included as one of several techniques in the
Blended Alternative which was considered by the FAA as one of the alternatives that had
the potential to substantially meet the purpose and need. The Blended Alternative,
however, did not pass the secondary screening criteria; see EIS Chapter 3, Section
3.3.2.6.

Also reviewed in the EIS is the potential for future growth in air traffic at other airports in
the region. The FAA recognizes that in the Chicago region O’Hare currently serves as
the primary airport because of its origin-destination passenger base, connecting passenger
hubs, and international gateway services. In addition, the state of Illinois has declared that
modernizing O’Hare is a priority. FAA concluded that the projected needs of the Chicago
region cannot be met without improvements at O’Hare. A detailed discussion on FAA’s
evaluation of a regional system approach is contained in Chapter 3, Section 3.2.2.2. of the
FEIS.

Since these alternatives would not accomplish the agency’s Purpose and Need as set forth
in the Final EIS, there is a diminished interest in requiring the Sponsor to subject the
eliminated alternatives to a formal economical evaluation in a BCA. Subjecting
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alternatives to BCA review assists the Agency in identifying among competing
alternatives if one proposal may be more cost beneficial than another. For the OMP,
where the need to increase capacity is so evident, other alternatives that merely cap delay
by constraining growth need not be subject to this provision.

Moreover, three build alternatives (Alternative C, D and G) were retained for detailed
consideration that would best accomplish the objectives of the FEIS purpose and need
statement. What is unique in this case is that Master Plan Phase 1 proposal is the same
Phase 1 proposed development for all three alternatives. In addition, the Record of
Decision has identified Alternative C as the Selected Alternative. Therefore, the BCA
does effectively identify and analyze the most applicable alternative — the proposed
project.

Comment #4:

The City’s BCA used as the “base case” a “do-nothing”, no-action course
of action, which is patently inconsistent with FAA’s BCA Guidance.
FAA BCA Guidance instructs that “the base case represents the best
course of action that would be pursued in the absence of a major initiative
to obtain the specified objectives” and FAA further directs that “the base
case not be defined as a ‘do-nothing’ course of action where the current
airport configuration and management are held static.” There is good
reason for this requirement because as FAA Guidance states a do-nothing
course of action “will typically overstate the deterioration and delay,
efficiency, safety, and other benefit measures as traffic grows. In reality,
airport managers, airport users, and air traffic managers may make a
variety of operational and procedural changes to mitigate delay and related
problems as congestion builds beyond certain thresholds.” ?

Commenter: Karaganis-Cohn. (p. 3)

FAA Response:

The FAA disagrees with the comment and suggests that the commenter has confused the
requirement under NEPA to consider the No Action (Do-Nothing) alternative with the
FAA’s BCA Guidance regarding ‘“Base Case”. FAA’s BCA Guidance states that “the
base case represents the best course of action that would be pursued in the absence of a
major initiative to obtain the specified objectives” and that “the base case not be defined
as a “do-nothing” course of action where the current airport configuration and
management are held static.”
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FAA views the Sponsor’s base case as conforming to these requirements. It depicts a
“do-something” scenario, as opposed to the commenter’s characterization to the contrary.
Because O’Hare is presently subjected to a cap on operations, the base case used is one
that essentially reflects an application of demand management. If Master Plan Phase-1 is
not implemented, the application of demand management may represent the best course
of action.

Comment #5:

Chicago’s BCA Analysis failed to analyze all of the evaluation periods
required by the FAA’s BCA Guidance. According to the FAA’s BCA
Guidance, traffic levels and the associated impact of those levels on delay
for the proposed project and for alternatives should be analyzed for af
least three time periods: “Three time periods of concern in determining
the evaluation: Requirement life; physical life; and economic life.” See
FAA BCA Guidance § 8.1, Page 21. FAA BAC Guidance says that at
least three traffic levels should be simulated: at the beginning of the

project’s life, at the middle point of the project’s life, and at the end or
near the end of the project’s life. See, FAA BCA Guidance at Page 37
(emphasis added). The City’s BCA has failed to analyze these periods.
Furthermore, FAA recommends that the 20 year evaluation period “be
augmented by at least 5 years to accommodate the need to evaluate
optimal timing of investment alternatives.” See § 12.2, Page 75 of FAA
BCA Guidance. The City’s BCA failed to comply with this requirement as
well.

Commenter: Karaganis-Cohn. (pp. 3-4)

FAA Response:

FAA disagrees with the commenters’ interpretation.

The need to consider multiple points in time when conducting a simulation study is most
applicable when capacity constraints are not binding. For Master Plan Phase 1, the BCA
is based on forecast values that are identical to the 2002 TAF until 2016, the point where
average annual delays reach existing capped levels, or the point where operations
theoretically would be constrained consistent with the Federal Register Order Limiting
Scheduled Operations. After 2016, annual operations are capped and forecasted passenger
enplanements are expected to grow due to increased enplaned passengers per operation and
an increase in originating passengers. Thus, the FAA has identified the three traffic levels
called for by the commenter. What the commenter failed to recognize was that the
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imposition of a cap on operations that occurred around the project’s mid-life would continue
through to the end of the projects life.

Comment #6:

The City’s BCA analysis is flawed because it used the outdated,
understated 2002 Terminal Area Forecast (TAF). Relying on the out-of-
date 2002 TAF completely undermines the analysis of OMP impacts,
including in the current context the BCA analysis. The City had the 2003
TAF in its possession for a year, yet chose to ignore it. The 2003 TAF (or
the 2004 TAF) showed much higher levels of traffic and operations than
2002 TAF and if used in the BCA analysis would have produced higher
costs and fewer benefits for Phase 1 and OMP Master Plan. This is yet
another illustration of the failure of the City’s BCA to be in accordance
with FAA’s BCA Guidance which states: “Use of a forecast made in a
prior year that conflicts with the recent traffic data and/or forecast will
obviously undermine the credibility of a BCA based on it.” FAA BCA
Guidance, page 13 (emphasis added). Applying the 2003 TAF and the
15.9 delay cap produces a NEGATIVE BCA ratio of -1.87. Applying the
2004 TAF produces a NEGATIVE BCA ratio of -1.59.

Commenter: Karaganis-Cohn. (p.4)

FAA Response:

FAA disagrees with the commenters’ interpretation.

The 2002 (TAF), the most recent demand forecast available when the EIS analysis began,
was used for the unconstrained scenarios in the EIS and BCA. As reported in the FEIS
response to comments, since approximately 12 months were required to complete the
comprehensive modeling used in the EIS, it was not possible to complete a new
comprehensive modeling effort with an updated TAF. We accepted the use of the 2002
TAF in the BCA to avoid any criticism that might arise from using different forecasts in
the BCA and EIS. For more discussion on the FAA’s decision to use 2002 TAF, see
FEIS response to comments #53 and #55 (pg. U.4-548).

FAA also notes the need for the BCA analysis to conduct a variety of sensitivity analyses.
The sensitivity analyses included in the September 27, 2005, Supplemental BCA does
consider higher and lower enplanement growth rates off of the 2002 TAF. Over a
plausible range of price elasticities of demand (e.g., -0.8 to —2.0), the proposed project is
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cost beneficial so long as the percentage reduction in passenger growth does not fall by
more than approximately 5 percent from the 2002 Scenario Forecast.

While the City’s initial BCA submittal used only the 2002 Terminal Area Forecast
(TAF), the Supplemental BCA includes, at the FAA’s request, a sensitivity analysis of
the most current information in the 2004 TAF. This forecast evaluation, together with
other sensitivity analyses performed in the BCA, suggests that the model results are robust
with respect to changes in these parameter values.

Although not discussed in the supplemental BCA, FAA’s review of the data also suggests
that in the unlikely event that one of the two hub carriers serving O’Hare would exit the
market, the benefits of the proposed project would continue to exceed the costs over the
same range of parameter values.

Comment #7:

Approval of the AIP funding request to support Phase 1 or full OMP will result in
the destruction of two religious cemeteries in violation of the free exercise of religion
guarantee of the First Amendment, the Equal Protection guarantees of the Constitution,
and the federal Religious Freedom Restoration Act. Federal constitutional provisions and
the federal Religious Freedom Restoration Act prohibit the FAA from taking federal
action, including approval of the City’s LOI request, that would result in the destruction
of the religious cemeteries. Therefore, the FAA is prohibited from approving AIP funding
for the full OMP or Phase I of the OMP. For the reasons set forth in our earlier
correspondence to the FAA (and in the detailed uncontested affidavits accompanying
those letters), the proposed destruction of these religious cemeteries would impose a
“substantial burden” on the exercise of religion by the Religious Objectors. Approval by
the FAA of the AIP funding would result in the destruction of the two religious
cemeteries and would illegally discriminate against these religious cemeteries, by
stripping them of the religious legal protections afforded all other religious institutions
(including religious cemeteries) in the State of Illinois. Such destruction and
discrimination would violate the substantive constitutional protections of the First
Amendment Free Exercise Clause, the Equal Protection component of the Fifth
Amendment and the federal Religious Freedom Restoration Act (“RFRA”). 42 U.S.C. §
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2000bb ef seq. In addition, the liberty and property interests of these Religious Objectors
are protected by the procedural and substantive guarantees of the Due Process Clause.

Under the Constitution and the federal RFRA, the FAA must demonstrate:

1) a compelling governmental need to destroy the religious cemeteries, and
2) the absence of an alternative means to accomplish the governmental need
without destroying the religious cemeteries before:

As discussed in the Objectors’ DEIS Comments and Objections filed on April 6,
2005, the FAA cannot make such determinations because there is no demonstrated
compelling governmental need to destroy these religious cemeteries and there are
alternatives (which the City and the FAA have either ignored or improperly rejected) to
meet any asserted governmental need that would not destroy these religious cemeteries.

Unfortunately, FAA has refused to address this issue with the Religious Objectors
and FAA has ignored its constitutional and statutory responsibility as to the religious
rights of the Religious Objectors by hiding behind a stone wall of silence.

Commenter: Karaganis-Cohn. (pp. 4-5)

FAA Response:

With respect to all religious liberty concerns associated with the OMP, the FAA’s
analysis and findings of these matters is contained in the Record of Decision approved on
September 29, 2005, pages 91-103 and represents the Agency’s final conclusions on all
of these issues.

Comment #8
In addition, the City’s application for LOI discretionary grant does not meet
statutory requirements for AIP approval and must be denied. The FAA cannot award an
LOI discretionary AIP grant for Phase I of the OMP. Section 47110(e) of Title 49 United
States Code authorizes the Secretary to issue LOIs with respect to projects that meet the
criteria of 49 U.S.C. § 47115(d). Section 49 U.S.C. § 47115(d) lists the criteria for
granting AIP discretionary funds:

1. “the effect the project will have on the overall national air
transportation system capacity”;

il. “the project benefit and cost”; and

iii. “the financial commitment from non-United States government

sources to preserve or enhance airport capacity.”

Commenter: Karaganis-Cohn. (p.5)

FAA Response:
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FAA disagrees with the comment.
The City’s LOI application meets the requirements of the statute.

Please see “FAA’s Analysis and Review of City of Chicago’s Application for Letter of
Intent AGL 05-01” dated Nov 17, 2005 which includes a detailed discussion of FAA’s
Considerations, Findings and Conclusions with Supporting Reasons or Bases, including
specific consideration of:

1. the effect the project will have on the overall national air transportation
system capacity, (Sec. 3.2.1)

11. the project benefit and cost (Sec. 3.2.2), and

1il. the financial commitment from the non-United States government

sources to preserve or enhance airport capacity” (Sec. 3.2.3).

Comment #9

Chicago’s March 1, 2004 LOI application for Phase I fails each and every one of
these statutory requirements:

1. The Campbell-Hill Report demonstrates that neither Phase 1 nor full OMP
will produce benefits that exceed costs. Indeed there will be negative
benefits from the projects.

2. Phase 1 will produce delays on opening day that will exceed the high level
of historic delays at O’Hare. In fact, Phase I configuration was actually
rejected by the City as a viable alternative because it would result in
“excessive delays and gridlocks.” Thus, the City’s own Master Plan states
at Section 5.1.4, page V-42: “...Option 1 [which is LOI Phase 1] reaches
excessive delays and gridlocks in certain configurations between PAL 1
and PAL 2 demand levels. As a result, Option 1 was eliminated from
further consideration.” (emphasis added). Clearly Phase I does not meet
the statutory requirement that the proposed development “enhance system-
wide airport capacity significantly.”

10
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It is clear from the record that the Phase I Airfield will not “enhance
system-wide airport capacity significantly” as required by 49 U.S.C.
§47110(e)(2)(C). The “acceptable” level of delay posited by FAA in the
January 2005 DEIS — ie, 15 minutes Average Annual All Weather
Delay (AAAW) is far above every formal FAA and DOT discussion of an
appropriate delay standard for “acceptable” delay. Indeed, Chicago and
the FAA’s own modeling efforts demonstrate that at 14.2 minutes AAAW
(less than the 15 minute standard suggested in the DEIS), the Phase I
airfield will be plagued by average IFR delay under a primary airfield [FR
configuration in excess of 95 minutes. Further, O’Hare controllers have
advised our aviation experts (including the former Acting Administrator of
the FAA, that Phase I would be an operational “catastrophe” and a
“disaster” (the words actually used by the controllers) because of the
massive delays and interference caused by the proposed use of the new
northern runway during IFR conditions.

Phase I does not meet the requirements of the First Amendment Free

Exercise Clause and federal RFRA as discussed above and in prior
submissions.

Commenter: Karaganis-Cohn. . (pp. 5-6)

FAA Response:

FAA disagrees with the comments and will respond to each point separately.

1.

See response to comment #1 (Karaganis).

2. OMP Phase 1 will not produce the delays ascribed to it by the commenter.

Instead, forecasted operations are based upon the 2002 unconstrained TAF until
2016. Atthat point, the Phase 1 Only scenario projects average annual delays to
reach a level where operations theoretically would be constrained again, in a
manner consistent with the Federal Register Order Limiting Scheduled
Operations. In 2016, O’Hare would experience an eighteen percent increase in
traffic over the existing airfield without increasing average annual delays. By
interpolating the demand curves developed for the preferred alternative, the City
showed an increase from approximately 974,000 annual operations to 1,150,000
annual operations by 2016. This additional throughput in passengers resulting
from the increased capacity of the new airfield configuration was the basis for the
FAA’s determination that the project will enhance system-wide airport capacity.

It is important to note that the system benefits identified above are solely for
evaluating OMP Phase 1 impacts. Assuming future phases of OMP development
occur as planned and as adopted by FAA’s Record of Decision, O’Hare would
not face the types of limiting operational factors that exist today and are assumed
to exist in an OMP Phase 1 scenario.

11
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3. FAA discussed Average Annual Delay estaimtes and other delay metrics in the
FEIS, see Response to Comment #45 on page Y.4-529.

4. See Response to Comment #7(Karaganis).

Comment #10

Naor cun the FAA finesse approval of the flawed Phase | Awrfield by relying on the
so-called “full build™ Master Plan-OMP (which includes the World Gateway Terminals).
Neither Chicago, the major O"Hare airlines, nor the FAA can provide the necessary
funding for the huge costs of the “full build” Master Plan-OMP — the full cost of which
(1o this day) Chicago and the FAA continue 1o refuse 1o disclose. 1t is clear that the =full
build™ Master Plan-OMP is nothing mare than & “Chimern”.”

Commenter: Karaganis-Cohn. (p. 6)

FAA Response:

FAA disagrees with the comment.

First, the FAA did not rely on the “full build” Master Plan OMP when evaluating the
merits of the Phase-1 OMP airfield program. Second, Section 1.7 of the EIS discusses
the financial feasibility of the Total Master Plan and in the September 29, 2005 ROD, the
FAA adopted the conclusions therein. Third, as part of this LOI process the FAA hired
John F. Brown Company to evaluate the financial feasibility of the Phase 1 OMP and the
Total Master Plan. Thus, the FAA’s analysis of OMP financial matters includes both
careful scrutiny of Phase 1 and the reasonable foreseeable projections associated with the
Total Master Plan.

Comment #11

The FAA cannot approve ALF funds for the [ull OMP because the City has not
demonstrated and cannot demonstrate the there is sufficient funding from non-federal
sources tor the project. Under the statute the FAA must make an affirmative
determination that “enough money ix available 1o pay Lhe project costs that will not be
paid by the Umited States Government under this subchapter.” 4% U1.8.C. § 47106, For
the reazons discussed in the Objectors’ DEIS comments the FAA cannol make that
determination and its bald “assumption” that the project can be financed is not sulficient
to meet the statutory requirement. Without a demonstration that there is salfficien
funding from non-AlP sources to tund the full OMP, the F AA cannot approve the OMP
for either AIP or PFUC funds.

Commenter: Karaganis-Cohn. (p. 6)

12
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FAA Response:

FAA disagrees with the comment, and refers the reader to the discussion of this subject in
its Analysis and Review of the City of Chicago’s Letter of Intent Application document.

Comment #12

Even at the misleading and unreasonably understated $14.2 billion cost of the
“full build” Master Plan-OMP (cited by FAA in the DEIS) there are simply insufficient
funding sources o build it. First, the airlines have refused to provide Majority In Interest
(MII) approval required for the WGP terminals and are yet to provide MII approval for

Terminal 7 (the western terminal) and the other runways of OMP beyond Phase 1.
Moreover, the two major legacy carriers at O'Hare — United and American — clearly
do not have the financial wherewithal to take on the more than $8 billion General Airport
Revenue Bond (GARB) portion of the $14.2 billion cost.  Second, there are insufficient
PFC and AIP funds available to pay the huge PFC and AP portions of the funding
required by the understated $14.2 billion cost. Finally. there are no airlines or third
parties willing (or ¢ven able) to provide the multi-billion chunk of “special tacility
financing” needed to pay for Terminals 6 and 7 under the Master Plan - especially in
light of United’s default on several hundred million dollars of special facility bonds for
the existing United terminal.

Commenter: Karaganis-Cohn. (pp. 6-7)

FAA Response:

FAA disagrees with the comment, and refers the reader to the discussion of this subject in
its Analysis and Review of the City of Chicago’s Letter of Intent Application document.

Comment #13

FAA and Chicago are putting forth this “Chimera” called the “full build” Master
Plan-OMP — knowing full well that it cannot be funded and built — to hide the fact
that (by FAA and Chicago’s own admission) all of the lesser “Build” options will require
use “demand management”, i.e., a use of “blended” alternatives. Once FAA admits to
the fact that “blended” alternatives — using various airfield configurations in
combination with demand management — are necessary, feasible and inevitable to
address the region’s aviation needs, a wide variety of blended alternatives become
available for consideration, including those that use congestion management and other
airports in combination with the use of the existing airfield or less expansive runway
alternatives at O*Hare.
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Commenter: Karaganis-Cohn. (pp. 7)

FAA Response:

FAA disagrees with the comment.

In Chapter 3 and Appendix E of the FEIS, the FAA carefully evaluated a Blended
Alternative which included the use of other airports, congestion management, and limited
airfield development. The Blended Alternative did not, however, pass the secondary
screening criteria. The rationale for elimination is contained in Chapter 3, Section
3.3.2.6. This alternative was eliminated in the secondary screening of alternatives. The
FAA notes that, even if the blended alternative were implemented, it would yield the least
delay reduction, of those alternatives considered in secondary screening, while not
serving the forecast demand.

In any event, the FAA has determined that OMP Phase 1 meets all statutory criteria for
LOI approval on a stand-alone basis. Moreover, the OMP Phase 1 was the same for each
of the three alternatives the FAA determined to meet the FEIS purpose and need in the
EIS process. In these circumstances there was no requirement for the FAA to consider
other blended alternatives as part of its decision to issue a LOI for OMP Phase 1.

In response to this comment and others like it, the FAA has evaluated other commenter’s
proposals, including various “blended alternatives”, in a Section 3.6 in Chapter 3. [See
pg. U.4-597 of response to comments #139 (EIS)]
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Please be advised that there is no statutory right to comment to a Letter of Intent (LOI)
application, nor a statutory obligation that the agency respond to comments received
concerning a LOI application. However, due to the interest shown by various
commenters in the LOI decision, FAA has compiled the following responses.

June 6, 2005 (errata) CAMPBELL HILL BCA Review
FAA Response to Comments

Comment #1

The City’s BCA benefit-cost ratios, based improperly on the 2002 TAF, are
overstated by wide margins.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 3)

FAA Response:

The FAA disagrees with the comment. See Response to Comment # 6 of June 3, 2005,
Karaganis letter (Karaganis)

Comment #2

The City’s BCA is not in accordance and fails to comply with every significant
requirement established by the FAA Guidance as well as the requirements of
Executive Order 12866 and related OMB directives and must be rejected. The
City’s BCA used a faulty model design which caps the operations for OMP-Phase 1
Airfield and Total Master Plan at 974,000 operations7, computes the delay savings
with the new capacity at that capped level of operations and then applies that delay
savings throughout the entire 20 to 26 year BCA period. This creates unrealistic and
fictional delay savings, falsely and dramatically overstating alleged savings — i.e.
benefits, which Chicago and the FAA have said elsewhere will never occur. Based
on extrapolation from the DEIS and TAAM modeling Chicago and the FAA have
said that, after OMP-Phase 1 Airfield opens, projected traffic growth will rise so that
OMP-Phase 1 Airfield will reach a delay level of 15.9 minutes in 2015 at a traffic
level of 1.15 million operations (Exhibit 301, Forecast A-2). This means that by
2011 any delay savings attributable to OMP-Phase 1 Airfield will be completely
exhausted due to its 4 minute taxi time penalty, and from that point forward, the
OMP-Phase 1 Airfield at 15.9 minutes of delay will experience a greater level of
total travel time (and a correspondingly greater level of dis-benefits) than the
existing airfield at 15.9 minutes of delay. Chicago’s BCA Study ignored this reality
and assumed that with the OMP-Phase 1 Airfield, operations at the airport would
stop for the entire evaluation period at 974,000 operations and as a result, delays
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would stop rising when the OMP-Phase 1 Airfield experienced 974,000 operations
— a delay level of approximately 7 to 8 minutes. This assumption is directly
contrary to the computer modeling and delay claims put forward by Chicago

and FAA in the modeling for the DEISs. Chart 1-1 shows graphically what the
total travel times would be each year under the no action case, compared to the
OMP-Phase 1 Airfield build scenario. Campbell-Hill's model results demonstrate
the complete failure of the OMP-Phase 1 Airfield proposal to deliver real delay
benefits. In fact, it will be in a dis-benefit condition for almost all of its 20-year
evaluation life. The City's Total Master Plan proposal would yield relatively minor
time savings benefits that are swamped by the extraordinarily high costs to build the
full plan.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 3-4)

FAA Response:

The FAA determined that the City’s methodology of capping operations was not
appropriate for determining the benefits of the OMP Phase 1. The FAA’s LOI decision
is based on the City of Chicago’s Supplemental BCA. See Response to Comment # 2
(Karaganis)

The FAA disagrees with the commenter’s assertion that delays will increase as a result of
OMP Phase 1. Please see discussion concerning delay and travel times as part of FAA’s
responses to the October 28, 2005 Karaganis/Cohn letter.

Comment #3

The stark reality is that any and all portions of the OMP would increase the
complexities of aircraft maneuvering, parallel runway crossing, and taxiway queuing
so that average taxing times must increase. The City reflects this phenomenon in its
BCA report. Then, as demand increases over time, average delay returns to its
original maximum level of acceptability. At that point in time, and forever
thereafter, airport passengers and airlines would have no delay benefits from the
OMP, but they would have large taxi time dis-benefits. Campbell-Hill’s study
models precisely this problem — O’Hare users would be worse off as soon as, or
soon after, OMP-Phase 1 Airfield and the Total Master Plan would be completed.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 4-5)

FAA Response:
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Please see discussion concerning delay and travel times as part of FAA’s responses to the
October 28, 2005 Karaganis/Cohn letter.

Comment #4

Chicago’s action in its BCA Study not only ignores the delays Chicago’s own
modeling says will be experienced by the OMP-Phase 1 Airfield, it is also
inconsistent with FAA’s BCA guidance. Although FAA Guidance recommends the
use of a cap (See BCA guidance page 39), the FAA BCA guidance refers to capping
the level of minutes of delay, not the level of operations. To the extent a cap is
appropriate, the cap should not be 974,000 operations, but the operations level
experienced at the 15.9 minutes of delay for any option being compared — be it the
existing airport, the OMP-Phase 1 Airfield or the full Total Master Plan. For each
year under any scenario the BCA should determine the maximum level of operations
that can be operated at 15.9 minutes delay. That level will be higher than 974,000
resulting in greater delay costs and less delay benefits than the City claims. Applying
a delay-based cap, rather than an operations cap, will produce higher costs and fewer
benefits. This adjustment alone will change the BCA from the City’s claimed ratio
of positive 2.13 to a NEGATIVE -1.06 for OMP-Phase 1 Airfield, and from a
positive 1.04 ratio to only 0.27 for Total Master Plan (Table 1-1).1

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 5-6)

FAA Response:

The FAA determined that the City’s methodology of capping operations was not
appropriate for determining the benefits of the OMP Phase 1. The FAA’s LOI decision
is based on the City of Chicago’s Supplemental BCA. See Response to Comment #2
(Karaganis).

Comment #5

Chicago’s BCA Analysis failed to analyze all of the evaluation periods required by
the FAA’s BCA Guidance. According to the FAA’s BCA Guidance, traffic levels
and the associated impact of those levels on delay for the proposed project and for
alternatives should be analyzed for at least three time periods. The FAA's BCA
Guidance says that at least three traffic levels should be simulated: at the beginning
of the project’s life, at the middle point of the project’s life, and at the end or near
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the end of the project’s life. See, FAA BCA Guidance at Page 37. The BCA
Guidance provides that for major airport infrastructure projects BAC analysis should
use “an economic life span of 20 years beyond the completion of construction.” Id.,
§ 8.1.4, Page 21. Thus, under the FAA’s BCA Guidance the project life for analysis
of OMP-Phase 1 Airfield should be 20 years from the beginning of operation, or
2028. For the Total Master Plan, the project life for BCA analysis should be 2032.
Chicago failed to disclose and analyze the demand, capacity and delay
characteristics of either OMP-Phase 1 Airfield or for the Total Master Plan at each
of the three key points in the operational life of these projects. Such disclosure
would have revealed that each of the projects (both the OMP-Phase 1 Airfield and
the full Total Master Plan) would result in massive delays. Furthermore, FAA
recommends that the 20 year evaluation period “be augmented by at least 5 years to
accommodate the need to evaluate optimal timing of investment alternatives.” See
also § 12.2, Page 75 of FAA BCA Guidance. The City’s BCA failed to comply with
this requirement as well.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 6-7)

FAA Response:

The FAA disagrees with these comments.

See Response to Comment # 5 (Karaganis) for FAA’s discussion on the proper
evaluation of time periods in the BCA.

The FAA disagrees with the commenter’s assertion that there is a need to conduct an
evaluation in which the evaluation period “be augmented by at least 5 years.” As noted
in the BCA guidance, the need to undertake project timing evaluation is particularly
important when the major benefits develop late in the project’s life. In this case, since the
benefit stream is at least $400 million upon completion of Phase 1 and it is spread out
evenly throughout the projects life, the FAA determined that this additional evaluation
was not required.

Comment #6

Chicago’s BCA did not perform any alternatives analysis for the BCA, violating a
central requirement of FAA’s BCA Guidance and making the City’s BCA analysis
invalid. The FAA’s Guidance states “a valid BCA must have at least one alternative
identified for each possible course of action.” FAA Guidance further states that “at
a minimum , the following alternatives should be identified and discussed for any
airport infrastructure project: . . . demand management strategies . . .” FAA BCA
Guidance § 7.3, Page 18. Other alternatives that should be assessed in the context of
a valid BCA would include a range of non-development and development
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alternatives including use of the existing airport coupled with congestion
management mechanisms at varying levels of “acceptable delay”, incremental on airport
runway configurations shifting of some demand to other regional and hub

airports, and any combination of the foregoing. These very types of alternatives were
recently adopted by the FAA in its ROD on the LAX Master Plan and were

adopted by the City and the FAA with respect to O’Hare in the City’s 1980s Master
Plan and the FAA’s 1984 ROD dealing with O’Hare expansion. Further, demand
management is clearly an action that is currently in place at O’Hare and currently
being proposed by FAA for O’Hare under its March 25, 2005 NPRM. Contrary to
this central requirement the City’s BCA states “the City believes that the OMP is the
best development option and, therefore, alternatives are not analyzed as part of this
BCA.” Chicago’s BCA at IV-2 (emphasis added). The City’s arrogant rejection of
alternatives to its preferred course of action makes its BCA analysis invalid.

Commenter: Campbell-Hill Aviation Group, Inc. (C-HBCA p. 7-8)

FAA Response:

The FAA disagrees with the comment.

For the consideration of alternatives for use in the BCA, see Response to Comment # 3
(Karaganis).

For additional discussion of FAA’s alternative analysis in the EIS, see Response to
Comment #13 (Karaganis).

Comment #7

The City’s BCA used as the “base case” a “do-nothing”, no-action course of action,
which is patently inconsistent with FAA’s BCA Guidance. FAA BCA Guidance
instructs that “the base case represents the best course of action that would be
pursued in the absence of a major initiative to obtain the specified objectives” and
FAA further directs that “the base case not be defined as a ‘do-nothing’ course of
action where the current airport configuration and management are held static.”
There is good reason for this requirement because as FAA observed a do-nothing
course of action: “will typically overstate the deterioration and delay, efficiency, safety,
and other benefit measures as traffic grows. In reality, airport managers, airport users,
and air traffic managers may make a variety of operational and procedural changes to
mitigate delay and related problems as congestion builds beyond certain thresholds.”
The various “corrective actions by airport managers, users and air traffic managers in
response to build ups in delay” cited by FAA in the BCA Guidance include the
following: “voluntary arrangements with users to spread demand outside of peak
periods” (i.e., congestion management mechanisms that are currently being used at
O’Hare and LaGuardia); Airlines “mak[ing] use of larger aircraft, modify[ing]
schedules to take advantage of less congested periods, cancel[ing] marginal flights,”
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FAA BCA Guidance § 6.2 at Pagel7.
Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 8)

FAA Response:

The FAA disagrees with the comment.

For the consideration of the base case in the BCA, see Response to Comment # 4
(Karaganis).

Comment #8

The City’s BCA analysis is flawed because it used the seriously outdated, low-growth
2002 Terminal Area Forecast (TAF). For the reasons stated in Campbell-Hill’s DEIS
comments filed April 6, 2005, relying on the out of date 2002 TAF completely
undermines the analysis of OMP impacts, including in the current context the BCA
analysis. The City had the 2003 TAF in its possession for a year, yet chose to ignore
it. The 2003 TAF (or the 2004 TAF) showed much higher levels of traffic and
operations than the 2002 TAF and if used in the BCA analysis would have produced
higher costs and fewer benefitsis for OMP-Phase 1 Airfield and Total Master Plan.
This is yet another illustration of the failure of the City’s BCA to be in accordance
with FAA’s BCA Guidance which states: “Use of a forecast made in a prior year that
conflicts with the recent traffic data and/or forecast will obviously undermine the
credibility of a BCA based on it.” FAA BCA Guidance, page 13 (emphasis added).

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 8-9)

FAA Response:

The FAA disagrees with the response. See Response to Comment # 6 (Karaganis).

Comment #9

Contrary to FAA BCA Guidance Chicago’s BCA failed to use proper sensitivity
analysis by failing to include the possible failure of one of the O’Hare hub airlines.
FAA BCA Guidance states that: “Clearly, if there is a reasonable possibility that the
hub operation will be discontinued . . . the impact of this event on the forecast should
be quantified. Contingencies such as this must be specifically addressed in BCA
sensitivity analysis.” FAA BCA Guidance at 13. Therefore, inclusion of the
potential failure of United, required under FAA’s BCA Guidance, would have an
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effect on the BCA ratios of both OMP-Phase 1 Airfield and Total Master Plan. Most
significantly, it would demonstrate, as Campbell-Hill has done, that O'Hare's current
capacity is more than sufficient for the next 20 years or more. 16

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 8-9)

FAA Response:

The FAA disagrees with the comment.

See Response to Comment #6 (Karaganis).

Comment #10: In all of its BCA analysis the City understated the costs, overstated the
benefits and ignored the cost impacts (price elasticity effect) on the passenger forecasts.
Campbell-Hill made these corrections and adjustments.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 9)

FAA Response:

The FAA disagrees with the comment.

The FAA is satisfied that the BCA includes all relevant capital and operational and
maintenance cost elements associated with the benefits derived under Master Plan Phase
1. This included all projects covered under Phase 1 as defined in the Master Plan Study
and EIS, including but not limited to the costs of the Western Concourse, Concourse K
extension, and Taxiway LL. All relevant costs were included in the BCA regardless of
whether the projects were eligible for AIP funding. The FAA reviewed the OMP costs
that were provided by the City of Chicago’s construction management team.

For the BCA, the City denominates costs (and benefits) in terms of a “constant dollar”
(2001 in this case) in accordance with generally accepted governmental benefit/cost
analysis (BCA) principles. The BCA includes cost estimates for Master Plan Phase 1
(approximately $4.0 billion) and OMP Phase 1 (approximately $2.8 billion), and these
cost estimates are attached as Appendix B, Phase 1 Project Costs, in the Supplemental
BCA dated, September 27, 2005. The Master Plan included a contingency factor of 13%
for OMP listed projects. In addition, the Concourse K extension was included in the
World Gateway Program (WGP) project list and World Gateway Program contingency
factor was 14%. The FAA determined that the cost contingency established for the
OMP, WGP and Capital Improvement Program (CIP) identified in the Master Plan were
reasonable, and consistent with FAA’s guidance. Please see Section 1.7 of the Final
Environmental Impact Statement. Therefore, the FAA does not agree that the project
costs were understated.
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To assist FAA in determining costs reasonableness, FAA hired Crawford, Murphy &
Tilly, Inc. (CMT), a nationally recognized airport engineering and planning firm that
devotes key resources to detailed cost estimating. CMT was asked to analyze the
completeness and comprehensiveness of the OMP and Master Plan work components and
then validate the estimated cost data. CMT provided the FAA with the results of their
analysis in a report titled, “Analysis of the 2004 O’Hare Master Plan Cost Estimates for
the O’Hare Modernization Environmental Impact Statement”. This is included in the
Supplemental BCA in Appendix B as well.

CMT’s analysis reviewed the cost components of the OMP, Master Plan and World
Gateway Program. CMT conducted side-by-side comparisons of key construction cost
components and comparisons of estimated costs for similar runway and terminal projects
at other large airports. Overall, CMT indicated that the City’s estimated costs appear to
be reasonable and representative. Since all the Master Plan Phase 1 components are
included in the analysis, FAA is satisfied that the costs used in the BCA are reasonable
and appropriate.

As for the benefits, the Supplemental BCA methodology and results were reviewed by
both FAA’s Office of Policy and Programs (APO) and FAA’s contractor, GRA, Inc., an
aviation firm specializing in strategic advice and financial analysis relating to air
transportation. Both determined that the benefits sufficiently exceeded the project costs
over a range of parameters, confirming that the project was cost beneficial. The analysis
conducted in the Supplemental BCA uses the price elasticity of demand as a fundamental
parameter for quantifying the benefits of Master Plan Phase 1 and OMP Phase 1. This
analysis is consistent with basic principals of economics and is specifically discussed in
Appendix C to the FAA’s BCA guidance.

Comment #11: The City’s BCA methodology ignores every sensible real-world strategy
for satisfying future demand in the Chicago region by utilizing congestion management,
differential pricing (by ORD and the airlines), and market-based principles for
accommodating demand contrary to FAA’s recent decision with respect to the LAX
Master Plan which incorporated those approaches.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 9)

FAA Response:

The FAA disagrees with the comment.

For the consideration of alternatives for use in the BCA, see Response to Comment # 3
(Karaganis).

For additional discussion of FAA’s alternative analysis in the EIS, see Response to
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Comment #13 (Karaganis).

Comment #12: The City’s BCA inappropriately used “Constrained” passenger and
operations forecasts (a cap of 974,000 total operations for both the no action and the build
cases) rather than being based on the FAA’s TAF forecasts for OMP-Phase 1 Airfield,
Master Plan Phase 1, and OMP Total Airfield. However, when the City came to justify
the Total Master Plan, it discovered that its benefit and cost numbers produced only a
0.93 ratio. To rectify the problem it simply adopted the “unconstrained” passenger
forecasts while at the same time freezing total operations to the same 974,000 annual
number. With this unjustified and internally inconsistent “fix” the City was able to
manipulate its ratio just over the requirement threshold to 1.04

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 10)

FAA Response :

The FAA determined that the City’s methodology of capping operations was not
appropriate for determining the benefits of the OMP Phase 1. The FAA’s LOI decision
is based on the City of Chicago’s Supplemental BCA.

For further clarification, see Response to Comment # 2(Karaganis).

Comment #13: OMP-Phase 1 Airfield, for which City funding from the FAA is
currently sought, cannot be justified even under assumptions that are highly advantageous
to the City. The BCA ratios for OMP-Phase 1 Airfield are all negative and fail to meet
by wide margins the FAA 1.0 threshold (Table 1-2). Even if the FAA decides to accept
the City’s inappropriate operations based limit, Campbell-Hill's evaluation of a scenario
that uses this constraint, along with Campbell-Hill's benefit and cost adjustments, fails
the BCA tests and produces a ratio below 1.0 and costs which exceed benefits. This is
shown as the last line on Table 1-2 entitled "Benefit & Cost Adjustments Only."

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 14)

FAA Response :

The FAA disagrees with the comment.
See Response to Comment #1 & #2 (Karaganis).

Comment #14: The Total Master Plan is the build scenario of greatest relevance to the
FAA since it represents the complete project, except for some vital elements that are left
unaddressed in all of the City’s reports. The City’s report includes data for the Total
Master Plan only in Appendix E (Table E-13). Campbell-Hill’s evaluation shows that
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under both of its models using the 2002 TAF, the 2003 TAF and the 2004 TAF, funding
for the Total Master Plan cannot be justified on the basis of benefit-cost analysis. And the
results are not even close to a ratio of 1.0 as shown in Table 1-3 below. Once again, if the
FAA should accept the improper use of 974,000 operations as the limiting constraint,
Campbell-Hill's BCA evaluation shows the Total Master Plan would fail with a benefit-
cost ratio of 0.38 and costs that exceed benefits by $5.5 billion in NPV terms.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 16)

FAA Response :

The FAA has addressed issues related to the Total Master Plan costs in the “FAA
response to DOT Office of the Inspector General July 21, 2005 Report” (also included in
Attachment F).

Comment #15: The BCA Does Not Define Project Objectives - The OMP’s stated
objective (in the DEIS) is to provide adequate infrastructure to handle projected levels of
regional demand at acceptable levels of delay. The City’s BCA analysis ignores the
projected levels of demand and delay by using an artificial “constrained” operations cap,
thereby avoiding the issue of future demand, future delay levels and capacity.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 19)

FAA Response :

The FAA disagrees with the comment. First, the OMP EIS purpose and need is defined
in Chapter 2. The purpose and need of the EIS is to:

e Address the projected needs of the Chicago region by reducing delays at O’Hare,
and thereby enhancing capacity of the NAS.

e Ensure that existing and future terminal facilities and supporting
infrastructure(access, landside, and related ancillary facilities) can efficiently
accommodate airport users.

The FAA determined that, amongst other things, the City’s original BCA submission did
not use an appropriate operations cap for the With Project scenario. The FAA suggested
alternative methodologies for the City to consider for revising its BCA. The FAA
provided guidance to ensure correct application of the alternative methodologies. The
supplemental BCA measures the benefit to the consumer resulting from a capacity
expansion project, despite the fact that delays at the airport return to current conditions
during the period of the proposed project. Further it permits operations to grow until the
level of delay equals that experienced under the base case. This methodology produces
reliable results.
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Comment #16: The BCA Does Not Specify Assumptions - The BCA report fails to
fulfill its obligation to state explicitly all of the key assumptions affecting the analysis.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 19)

FAA Response :

The FAA disagrees with the comment.

Throughout the BCA review process, the City provided supporting information for all of
its key assumptions and data sources. These data exchanges were necessary and allowed
FAA to render a final BCA determination. This process is entirely consistent with the
BCA guidance which clearly indicates that the FAA retains the option to review BCAs,
request further documentation or analysis by the Sponsor and/or conduct an independent
BCA. Key assumptions are included in Table V-1, Summary of BCA Data Sources and
Assumptions, in the Supplemental BCA, dated September 27, 2005. Other assumptions
and data sources are referenced throughout the report.

Comment #17: The City’s “Do Nothing” Base Case Fails to Comply with FAA’s
BCA Requirements — Despite clear direction in the FAA BCA Guidance not to apply a
“do nothing” approach for the Base Case, the City’s “Base Case” represents a static
“No Action” scenario, rather than “the best course of action that would be pursued in
the absence of a major initiative.” The FAA’s BCA Guidance directs that the "Base
Case" must “not be defined as a ‘do nothing’ course of action,” but rather it must
assume “optimal use of existing and planned airport infrastructure.” The City’s

BCA fails to comply with this directive.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 19)

FAA Response :

The FAA disagrees with the comment.

See Response to Comment # 4 (Karaganis)

Comment #18: The BCA Fails to Identify and Screen Reasonable Alternatives - The
City has only one pre-ordained “recommendation” in mind, so it did not evaluate any
other reasonable alternatives, including airline strategies, congestion management and

11



FAA Response to 6-6-05 Campbell-Hill

market-based solutions. The FAA Guidance demands that a BCA first decide
whether an investment is necessary and then select the best alternative. The City
short-cut this process by first deciding on its preferred alterative, assumed it was
necessary, and then established the framework to portray benefit-cost ratios that
support their foregone conclusions. This is completely inconsistent with the FAA’s
BCA Guidance which requires that “a valid BCA must have at least one alternative
identified for each possible course of action” and “at a minimum, the following
alternatives should be identified and discussed for any airport infrastructure
project:...demand management strategies.” FAA Guidance Section 7.3. As noted
above, the various alternatives include “corrective actions by airport managers, users
and air traffic managers in response to build ups in delay” cited by FAA in the BCA
Guidance include the following: “voluntary arrangements with users to spread
demand outside of peak periods” (i.e. congestion management mechanisms that are
currently being used at O’Hare and LaGuardia); airlines “mak[ing] use of larger
aircraft, modify[ing] schedules to take advantage of less congested periods,
cancel[ing] marginal flights,” FAA BCA Guidance § 6.2 at Pagel7.

Indeed the FAA Guidance makes it clear that identification and analysis of
alternatives “is critical because only those alternatives that are identified will be
evaluated in the BCA. FAA BCA Guidance Section 3.4. The City’s BCA is limited
to the largest, most expensive, most damaging, and most disruptive alternative. It
ignores other sensible realistic and achievable solutions, including congestion
management—solutions which have been accepted by FAA in the LAX ROD and
with respect to O’Hare in the 1980s Master Plan and the FAA’s 1983 ROD on
O’Hare expansion.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 19-20)

FAA Response :

The FAA disagrees with the comment.

For the consideration of alternatives for use in the BCA, see Response to Comment # 3
(Karaganis).

For additional discussion of FAA’s alternative analysis in the EIS, see Response to
Comment #13 (Karaganis).

Comment #19: The BCA Does Not Determine an Appropriate Evaluation Period —
The BCA contains no evaluation of the useful or economic life for the OMP projects. The
FAA’s BCA Guidance requires at least three evaluation periods: the beginning, the
midpoint and the end of the useful life (20 years); plus the Guidance recommends that

the 20 year evaluation period “be augmented by at least 5 years.” Section 12.2 of the
FAA's BCA Guidance.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 20)

12
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FAA Response :

The FAA disagrees with the comment.

See Response to Comment # 5 (Karaganis) and previous Response to Comment # 5
(Campbell).

Comment #20: Contrary to the BCA Guidance, The BCA is Not Conducted with a
Reasonable Level of Effort — The City of Chicago has produced a simplistic analysis
that fails to “test” the OMP options while ignoring many suitable options that have lower
costs and less community impact. Section 9.0 of the FAA's BCA Guidance.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 20)

FAA Response :

FAA disagrees with this comment. As noted in response to other comments, the City’s
initial BCA submittal was not appropriate. The FAA provided guidance to the City to
ensure the correct application of the alternative methodologies in a series of exchanges
with the City. This process is entirely consistent with the BCA guidance which clearly
indicates that the FAA retains the option to review BCAs, request further documentation
or analysis by the Sponsor and/or conduct an independent BCA. The level of effort
provided by the City was commensurate to the level needed to satisfy the BCA
requirement.

Comment #21: The BCA Does Not Identify, Quantify, and Evaluate Benefits and
Costs - Campbell-Hill’s DEIS comments document the lack of full and detailed cost
estimates for the OMP/Master Plan. In the benefit analysis the City fails to
incorporate the impacts of high Master Plan costs on the forecast traffic; it overstates
the travel time benefits to aircraft operators and passengers; and it assumes excessive
downstream benefits that are neither supported nor documented. Sections 10 and 11
of the FAA's BCA Guidance.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 20-21)

FAA Response :

The FAA disagrees with the comment. All of Campbell-Hills comments on the Draft and
Final EIS, including those relating to costs, have been considered and responded to in the
Final EIS and/or Record of Decision. For more discussion on FAA’s consideration of
costs, see Response to Comment # 10 (Campbell).
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The Supplemental BCA document properly measures the benefits to the consumer
resulting from the OMP Phase 1 capacity expansion project. This approach relies on a
standard economic model that examines the “full price” of travel before and after the
proposed project and then calculates changes in consumer surplus. The application of this
model is entirely appropriate for the proposed project and provides a conservative
measure of the economic value generated by OMP Phase 1. As noted above in response
to Comment #14 and the FAA’s Response to the Office of Inspector General (also
included in this document), the FAA is not required to consider the costs or benefits of
the full Master Plan to approve the City’s current LOI request, which covers only OMP
Phase 1. We have concluded that OMP Phase 1 is cost beneficial on a stand-alone basis,
1.e. it will be cost beneficial even if the full Master Plan is never constructed. This
determination is sufficient to support approval of the LOI request before us, which covers
only OMP Phase 1.

Downstream Benefits

The 1997 Lincoln Laboratory paper provided a very generalized methodology developed
for a single month (December 1993) and all airports. The paper noted that the results
were preliminary and anticipated future enhancements that would be necessary for
airport-specific evaluations. Also, the Lincoln Lab paper only applied to multi-stop
flights where the delay occurs at an intermediate airport, whereas the original BCA
applies the multiplier to all delays projected for O’Hare including non-stop flights and
flights terminating their daily operations at O’Hare. The original BCA also mistakenly
applied the multiplier to arrival delay at O’Hare.

The FAA BCA Guidance permits a claim for downstream savings, but any applicant who
elects to take credit for such benefits is expected to support it with analysis and
justification. In the past, FAA has not accepted downstream benefits as “hard” benefits.
Rather, they have been used to suggest greater utility for the project (e.g., asin a
sensitivity analysis), but should not be the basis of a B/C ratio. Modeling of these
benefits is, as yet, speculative. The FAA BCA Guidance for section 10.6 supports this
interpretation. The FAA Guidance suggests deriving estimates using the paper’s
probability factors and project-specific simulation results, not the blanket application of a
theoretical multiplier that was not calibrated to O’Hare.

The City did not attempt to quantify either the downstream or system-wide ripple effect
benefits associated with the proposed project in its Supplemental Analysis. Therefore,
the FAA believes the quantified BCA results are understated.

Comment #22: The BCA Fails to Measure the Impact of Alternatives on Airport
Usage — By using the hypothetical and irrelevant “constrained” forecasts, the BCA does
not measure the actual impact of the OMP/Master Plan projects on ORD usage, and it
ignores the high probability that airlines could efficiently adjust to operating

constraints at ORD and the availability of alternative airports. The City also ignores
completely the impact of increased traffic levels on all other elements of the airport’s
infrastructure including airspace, terminals and ground access systems. Section 3.8 of
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the FAA's BCA Guidance.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 21)

FAA Response :

The FAA disagrees with the comment on the BCA consideration of alternate airports as
noted in Response to Comment # 3 (Karaganis) and #13 (Karaganis).

Impact of Increased Traffic Levels on Airspace

Each of the Build Alternatives, including the preferred alternative, includes identification
and assessment of the requisite airspace improvements along with proposed airfield
improvements. These proposed airspace changes are documented in Appendix E,
Section E.5 of the Final Environmental Impact Statement (FEIS).

Throughout the development of the Build Alternatives, the FAA Air Traffic workgroup
coordinated closely with airport planners and have proposed terminal airspace expansions
and procedures specifically designed to serve the proposed airfield. Several potential
airspace bottlenecks have been identified and advance planning has occurred to correct
them. For example, real-time simulation have been conducted to test the feasibility of
adding two new departure routes to the east through Chicago Center airspace, which
would address one of the most significant bottlenecks. Specific plans have been
developed for expanding the terminal airspace and adding new arrival and departure
routes into and out of the Chicago TRACON airspace and the adjacent ARTCC airspace.
All airspace modifications discussed above were included in the detailed simulation
modeling conducted to support the FEIS.

Impact of Increased Traffic Levels on Terminals and Ground Access Systems

It is FAA’s position that the BCA has adequately weighed the quantifiable benefits and
costs of the Master Plan Phase 1 program as detailed in FAA’s BCA review memo dated
October 5, 2005.

Furthermore, the need to conduct a “detailed” terminal and ground access evaluation is
not applicable for Master Plan Phase 1 development. First, the requirement for
conducting detailed landside/terminal side evaluations would be more applicable where
you do not have the type of phased development program that exists at O’Hare. For
Master Plan Phase 1 development, the most pressing demand is runway capacity and the
heavy emphasis is on runway construction and airside development while the majority of
the landside terminal side developments come on line during Phase 2.

Second, the cost estimate for Master Plan Phase 1 includes all relevant capital and

operational and maintenance cost elements associated with the benefits derived under
Master Plan Phase 1. This included all project costs covered under Phase 1 including
some costs for the Western Concourse and Concourse K extension. All relevant costs
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were included in the BCA regardless of whether the projects were eligible for AIP
funding.

Third, the City included modest terminal infrastructure in Master Plan Phase 1 that allow
it to meet future passenger demands expected under Master Plan Phase 1. FAA
performed an evaluation of the impacts of future passengers in the terminal system.
Under the base case scenario, O’Hare currently processes passengers through
approximately 4.8 million sq. ft. of terminal space. Under the Master Plan Phase 1
scenario, passengers are projected to pass through 5.3 million sq. ft. of space. The Phase
1 scenario includes a slight reduction in Terminal 3 (K extension) but includes the
addition of the western satellite concourse for a total increase of 0.6 million sq. ft. If one
simply compares the current and forecasted enplanements in the base and scenario cases
in relation to the available sq. footage, there are projected decreases in the enplanements
per square foot ratio for the Phase 1 scenario case in each forecasted year (see Table 1).
The results indicate projected level of service improvements based strictly on passenger
and size relationship. This minimal impact did not require further quantitative analysis
given the robust BCA results.

Table 1
Year Base Case Phase 1 Master Plan

Terminal Sq Footage* 4,757,000 5,338,000
Enplanements** 2005 34,696,477 N/A

2016 43,284,845 47,181,000

2028 51,937,000 57,842,000
Enplanements/sq. ft 2005 7.29 N/A

2016 9.10 8.84

2028 10.92 10.84
Source:

* O’Hare Master Plan (Page VI-14 of Volume 2)
** Ref: O’'Hare BCA

Comment #23: The BCA Fails to Compare Benefits and Costs of Alternatives - The
City’s BCA, based on a flawed design, compares understated costs with significantly
overstated benefits derived using an artificial forecast. By calculating benefits under a
forecast that ignores the whole purpose and need of the project, the City’s net present
value calculations of benefit overstate significantly all measures of OMP/Master Plan
merit. Campbell-Hill’s analysis shows that none of the City’s build scenarios comes close
to producing a supportable benefit-cost ratio under a wide range of forecasts and
estimation assumptions. Sections 3.9 and 12 of the BCA Guidance.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 21)
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FAA Response :

The FAA disagrees with the comment.

See Response to Comment # 1 and #6 (Karaganis).

Comment #24: The City’s BCA Ignores Relevant Uncertainty Analysis — The City’s
BCA is fundamentally flawed because it fails to include the possibility of the failure of
one of the hub airlines. FAA BCA Guidance states that “Clearly, if there is a reasonable
possibility that the hub operation will be discontinued . . . the impact of this event on
the forecast should be quantified. Contingencies such as this must be specifically
addressed in BCA sensitivity analysis.” FAA BCA Guidance at 13 (emphasis

added). The City’s BCA report presents very little risk assessment for OMP- Phase 1
Airfield, and none for OMP-Total Airfield, or either of the two Master Plan scenarios.
The City restricts its consideration of “uncertainty” to generalized variances to its

own assumptions, rather than the FAA-mandated evaluation of distinctly plausible
outcomes such as the loss of a hub carrier (e.g., United Airlines) or changes to

airlines’ use of ORD. This significant flaw reflects a general lack of realism and
accuracy in the City’s analysis.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 21-22)

FAA Response :

The FAA disagrees with the comment.
See Response to Comment # 6 (Karaganis).

Comment #25: The BCA Cannot Make Recommendations from Considered
Alternatives — The City has only one pre-ordained “recommendation” in mind, so it did
not evaluate any other reasonable alternatives, including airline strategies, congestion
management and market-based solutions. The FAA Guidance demands that a BCA first
decide whether an investment is necessary and then select the best alternative. The City
short-cut this process by first deciding on its preferred alterative, assumed it was
necessary, and then established the framework to portray benefit-cost ratios that

support its foregone conclusions.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 22)

FAA Response :

The FAA disagrees with the comment.
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For the consideration of alternatives for use in the BCA, see Response to Comment # 3
(Karaganis).

For additional discussion of FAA’s alternative analysis in the EIS, see Response to
Comment #13 (Karaganis).

Comment #26: It ignores airline strategies to improve operating efficiency (i.e., larger
aircraft and higher load factors) by carriers at ORD under a constrained environment,
which if considered, would show limited diversion of passengers from ORD during the
forecast period, and the ability of ORD to handle all local passengers projected in the
2002 TAF forecasts.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 23)

FAA Response :

FAA disagrees with the comment. Both the unconstrained and constrained-no project
forecasts assumed airlines would use larger aircraft and higher load factors. In the
unconstrained forecast, average seat size increased from 107.7 in 2007 to 131.2 in 2028
while at the same time increasing average load factor from 70.8 percent to 76.5 percent.
In the constrained-no project forecast, average seat size increased from 109.5 in 2007 to
140.7 in 2028 while at the same time increasing average load factor from 72.0 percent to
79.9.

Comment #27: It ignores the “No Action” airport system’s ability to handle operations
at alternative regional or mid-continent hub airports.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 23)

FAA Response :

FAA disagrees with this comment.

In Chapter 3 of the EIS, the FAA did evaluate the use of other airports in the EIS and
acknowledged that other mid-continent hub airports could potentially be used to
accommodate connecting passengers forecast for O’Hare. However, the use of other
airports was eliminated in the initial screening of alternatives since they it did not meet
the purpose and need. The FAA justification is presented within the EIS and the
Agency has not been presented with a persuasive reason to alter that rationale.

For additional discussion on FAA’s consideration of alternatives for use in the BCA, see
Response to Comment # 3 (Karaganis).
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Comment #28: It constrains operations based on a hypothetical demand limit (974,000
annual operations) and then it imputes varying delay values. Instead, it should use the
supply constraint (15.9 minutes of maximum delay) and deduce the traffic throughput.
Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 23)

FAA Response :

The FAA determined that the City’s methodology of capping operations was not
appropriate for determining the benefits of the OMP Phase 1. The FAA’s LOI decision
is based on the City of Chicago’s Supplemental BCA.

See Response to Comment # 2 (Karaganis).

Comment #29: It lacks consideration of the high probability that one of the existing hub
carrier will fail, eliminating the need to expand the existing airfield for the next 20 years,
or more.

Commenter: Campbell-Hill Aviation Group, Inc. (C-H BCA p. 23)

FAA Response :

FAA disagrees with the comment. See Response to Comment # 6 (Karaganis).
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