Federal Aviation
Administration

Memorandum

Date:  March 22, 2010 ‘
From: Frank SanMartin, Manager, Financial Assistance Division, APP-500 < —:}‘VL-_ e
To: Mark McClardy, Acting Manager, Great Lakes Airports Division, AGL-6OH

Subject: Analysis and Review of City of Chicago’s Application for Letter of Intent, Chicago
O’Hare International Airport, Chicago, IL

Introduction and Summary

The City of Chicago (City) submitted an application requesting a Letter of Intent (LOI) for $500
million in Airport Improvement Program (AIP) discretionary funds to be paid over a ten-year
period for development at Chicago O’Hare International Airport (O’Hare). The Federal Aviation
Administration (FAA) has reviewed the LOI application dated March 1, 2009, along with the
supplemental submissions by the City. The review was conducted by FAA staff and FAA
contractors retained for this purpose.

The FAA has concluded, as detailed below, that the City’s application meets the criteria of the
applicable statutory provisions based on its analysis and review of the LOI application and the
supporting exhibits and supplementary documents attached hereto. Accordingly, the FAA will
issue a LOI, informing the City that it is eligible to receive $410 million in AIP discretionary
funds over a 16-year period. The LOI is an FAA document stating the agency’s intent to
obligate from future budget authority those amounts for allowable project costs at O’Hare in
connection with the Completion Phase Airfield of the O’Hare Modernization Program (OMP).

Letters of Intent Generally

The statute governing Letters of Intent (LOI) is expressly clear that an LOI is not an obligation
of the United States; issuance of an LOI is not deemed to be an administrative commitment for
financing. See, 49 USC section 47110(e)(3). In part, this section provides:

“The letter shall establish a schedule under which the Secretary will reimburse the
sponsor for the Government’s share of allowable project costs, as amounts become
available, if the sponsor, after the Secretary issues the letter, carries out the project
without receiving amounts under this subchapter.”

Thus, an obligation or administrative commitment may be made only as amounts are provided in
authorization and annual appropriation laws. These annual amounts then become available as
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reimbursement for funds the sponsor has already spent on alowable project costs. Accordingly,
the actual decisions to issue these annual grants as scheduled in this LOI are made when the City
submits grant applications to the FAA based on costs it has incurred in implementing
Completion Phase of the OMP. At that point, the FAA applies the statutory criteria applicable to
the use of discretionary grants as identified in this document, and makes decisions on availability
for that year’s previously proposed scheduled allotment.

Background

O’'Hareis one of the most important airports in the National Airspace System (NAS). The
Airport has been ranked first in worldwide operations in 40 of the last 46 years and first in total
passengersin 36 of the last 46 years. It provides vital origin and destination service to the
nation’ s third largest metropolitan area, as well as serving as an important connecting hub for
two large airlines — American Airlines and United Airlines. Moreover, it provides substantial and
growing international service.

In 2008, O’ Hare was the world's second busiest airport as measured by total operations and
enplaned passengers. Based on Official Airline Guide Datafor December 2008, it was the fourth
busiest international gateway in the nation in terms of total international enplaned passengers.

O’ Hare also operates as a major cargo airport.

As of January 2010, 50 scheduled passenger airlines regularly served O'Hare--nine U.S. flag
carriers, 25 foreign-flag carriers, and 16 regional/commuter carriers. In addition, 15 carriers
provided scheduled cargo service only at O'Hare. Each week, O'Hare provides nonstop
passenger service to approximately 130 domestic and approximately 50 international
destinations.

Growing demand at O’ Hare has resulted in travel delays, affecting passengers traveling to and
from Chicago and those using O’ Hare for connections. 1n 2003, O’ Hare was the most delayed
airport in the country. These delays reverberated across the NAS, causing delays far beyond
O’'Hare. Although recently delays have been down with a commensurate reduction in total
operations and passengers due to the current national and worldwide economic conditions, and
the commissioning of the new Runway 9L/27R and the extension of Runway 10/28 in 2008,
current FAA forecasts indicate that growth rates are comparable with the EIS forecast. In the
Environmental Impact Statement (EIS) prepared to address the OMP and other Total Master Plan
components, the FAA has described in detail the purpose and need of the proposed action.

In response to historical airport delay issues, the City of Chicago undertook a modernization
program through its O'Hare M odernization Program (OMP) which reconfigures the airfield into
amore modern layout, reducing existing delays and increasing capacity, to meet future aviation
needs.

Because the City’ s overall proposal to modernize O’ Hare would take many years to construct,
the City elected to divide the overall OMP portion into two phases for construction and funding
purposes. In thisLOI request, the City has identified various components of airfield
development. These include OMP Phase 1 Airfield, OMP Completion Phase Airfield (the LOI
Projects), OMP Completion Phase, OMP Total Airfield and Total Master Plan. The individual



components for each of these development scenarios are summarized below for clarity in this
anaysis.

OMP Phase 1 Airfield (LOI AGL-06-01)

In 2005, the City sought out federal funding assistance for the purpose of developing OMP Phase
1 Airfield projects. These projects included the following:

¢ New Runway 9L-27R(commissioned on November 20, 2008),

e Extension of Future Runway 10L-28R (Existing Runway 9R-27L) (commissioned on
September 25, 2008),

e Future Runway 10C-28C (Relocation of Existing Runway 18-36), under construction
now and

e Taxiway system, navigationa aids, and other enabling projects necessary to construct
and operate these runway projects.

The City submitted its LOI Application to cover the activitiesin the OMP Phase 1 Airfield
development scenario. The FAA issued an LOI on November 21, 2005 for OMP Phase 1
Airfield for $337.2 million to be paid over 15 years.

OMP Completion Phase Airfield (The LOI Projects)

The City is now preparing to begin the next phase of the OMP, OMP Completion Phase. When
OMP completion phase is completed, O’ Hare will have six parallel east-west runways (and two
crosswind runways) with sufficient separations to allow multiple independent arrival streamsin
both good and bad weather. The OMP completion phase runways are identified in Exhibit 1 and
include the following:

e Extension of Runway 9R-27L (3,293 extension on the west end of Runway 9R; includes
the relocation of the Runway 27L threshold, ultimate length of 11,260’)

e Future Runway 9C-27C (Relocation of Existing Runway 14L-32R) 11,245 x 200°

e Future Runway 10R-28L (Relocation of Existing Runway 14R-32L) 7,500" x 150’

The ultimate configuration will alow the airport to operate primarily on an east-west flow basis.
The parallel runway configuration eliminates most runway intersections so runway dependencies
are reduced resulting in reduced delays. This delay reducing benefit increases the capacity of the
Airport and in turn, carries over to the national air transportation system. In addition to the new
runway development, the LOI projects include Taxiway LL which isaWorld Gateway Program
(WGP) taxiway improvement. The WGP includes anew Terminal 4, new Terminal 6, an
extension to the K Concourse, and associated taxiway improvements and enabling projects and
was proposed as an airfield improvement before the City proposed the OMP. The project
components that make up OMP Completion Phase Airfield are listed in Table 1.2

! The City’slisting of the LOI projects excludes the OMP Completion Phase Noise Program projects FAA includes
these costs for the BCA review asit better represents the total costs of the program. FAA will still consider future
funding requests for AP Noise monies that are separate from the LOI award.



Table 1- LOI Projects - OWP Completion Phase Airfield

BCA Cost Estimate

LOI Application

Project Components {unescalated 2003 (Escalated
dollars)! dollars)?
Rurway 9R-27L Extension (Previous 9L-27R) § I5F 188000 | § 430,387,241
Future Runway 3C-27C (Relocation of Existing Runway 14L-32R) } 1,469,638 000 | § 1,739,754 ,000
Future Runway 10R-28L (Relocation of Existing Runway 14R-320 5 578061000 | § 631942410
WGP Taxiway Improvements b 242175000 | § 288480776
DMP Completion Phase Moise Pragram b 1046897000 § 136,661,060
§

Total Project Costs

' Source: ORD Lo Application, Table -1, po. IY-4, dated 301,03
2 L0l Template: Estimates are cash floved and escalated using 5% per year

2,751,809,000

§ 3.277.255 487




OMP Completion Phase

The OMP Completion Phase encompasses more development than the OMP Compl etion Phase
Airfield (LOI Projects) defined above. OMP completion Phase consists of the OMP completion
phase runways described above as well as the western terminal complex, people mover, and
program-wide requirements such as wetlands and noise mitigation and land acquisition.

The City’s OMP Completion Phase includes the Western Terminal complex and on airport
circulation components as it expects to improve termina service for the future demands of new
and existing carriers. The City currently can provide passenger handling facilities at O’ Hare
sufficient for the growth that will be accommodated by the runways and related facilities to be
constructed in OMP completion phase airfield without construction of new gates.

OMP Total

The OMP Tota scenario includes all of the airfield components listed above under OMP Phase 1
and OMP completion phase. It does not include the project costs for Taxiway LL (See Table 2
for OMP Total and LOI project cost breakdown by development scenario). Note: OMP Total
costs are taken from the City’ s February 24, 2009, Current Working Estimate which is provided
in 2007 dollars.

Table 2 - OMP Total and LOI Projects by Development Scenario

Development )
LI Project Components Project Costs | LOI Application
(2007 dollars) (2005 dallars)
OMP Phase 1 OMP Phase 1 {including Moise) § 3,210,807 ,015
OMP Cormnpletion Phase Runway 9R-27L Extension (Previous 9L-27F) 342 500 057 357,187 559
OMP Completion Phase Future Runway SC-27C (Relocation of Existing Runway 14L-32R) 1,410,200 560 1,469 533 187
OMP Corpletion Phage Future Runway 10R-28L (Relocation of Existing Runway 14R-320 554 938 752 575 061 200
OMP Cormpletion Phase OMP Cormpletion Phase Noise Program 104 F97 000 104 587 000
OMP Comnpletion Phase |OMP Western Terminal 2184 850,393
OMP Completion Phase OMP On-Airport Circulation 545 B4E 919
OMP Total Project Costs % §,355,740,795
YWorld Gateway Program WGP Taxiway Improvemnents (Taxiway LL) 242 175 000
LOI Project Costs § 2,751,808 246

Total Master Plan

The Total Master Plan scenario includes all of the projects identified on the City’ s September
2005 Future Airport Layout Plan (ALP). These include OMP Total development and the
complete World Gateway Program (Extension of the K Concourse, Terminal 4, Terminal 6, and
associated taxiway improvements and enabling projects). The componentsincluded in this
scenario are identical to those analyzed in the Build Out Phase of Alternative C inthe FAA’s
EIS.



It isimportant to note that the Airport’s Capital Improvement Program (detailed in the City’s
Total Master Plan) is assumed to occur in al scenarios, including the No-Action scenario.

LOI Analysis

The LOI committee has reviewed the FY 2009 LOI request for the City of Chicago.? The
decision to issue the LOI is based on the FAA's analysis of the LOI application and supporting
benefit cost analysis (BCA) information. The committee has concluded that the Projects have
satisfied all the LOI statutory and administrative programming requirements, including the
requirements under 49 USC section 47110(e). Under section 47110(e)(2)(C), the project must
meet the criteria of section 47115(d) and (if located at a medium or large hub airport) be a
project that the FAA decides will enhance system-wide airport capacity significantly.

Section 47115(d)(1) establishes the factors that the FAA considers in selecting projects that are
intended to preserve and improve capacity, the agency must consider six separate factors. They
are

1) The project’s effect on overall national transportation system capacity;

2) Project benefits and costs;

3) Financial commitment from Non-U.S. government sources to preserve or improve
airport capacity;

4) Airport improvement priorities of the States to the extent such priorities are not in
conflict with 1 and 2 above;

5) Projected passenger or aircraft growth that will be using the airport;

6) Ability of the project to foster US competitiveness in securing global air cargo
activity;

For al projects, including those to preserve or enhance capacity, the FAA must consider two
additional factors under section 47115(d)(2). They are:

1) Whether funding has been provided for all other qualifying projects that were
given higher priority during the fiscal year;

2) Whether the sponsor will be able to begin construction within the fiscal year in
which the grant is made or within six months thereafter, whichever is later.

Considerations, Findings and Conclusions with Supporting Reasons or Bases

Determinations involving Section 47110(e)

Section 47110(e)(2)(C) requires a determination that the project must be one that will enhance
system-wide airport capacity significantly.

2 The LOI request was submitted in March, 2009. The LOI committee is chaired by APP-500 and includes ARP
representatives from APP-510, APP-520. The committee may also include representation an Airports regional
division manager (or designee) with no LOI candidate in the current year, the Office of Aviation Policy and
Plans (APO), the Air Traffic Organization and/or other FAA offices, as determined by the committee chair.



Program Guidance Letter 07-03, titled, “Revised and Updated Requirements for Letter of Intent
(LOI) Requests’ dated November 20, 2006, states that "Because a Large or Medium hub airport
is by definition an airport that supports at least 0.25% of U.S. enplanements, these airports by
definition represent a significant portion of system-wide airport capacity."

In addition, PGL 07-03 identifies several factors that FAA may consider in making the system
wide capacity determination.

Inits LOI application, O’ Hare provided evidence that the OMP Completion Phase Airfield
projects will address several of the factors that would enhance system-wide airport capacity
significantly. The City referencesthe original FAA Order limiting schedul ed operations at
O'Hare as well asthe follow on Order providing further evidence of the system wide impacts
attributable to delays as O’ Hare. FAA determinations with regard to significant system wide
capacity impacts are noted bel ow:

1. Capacity increase in annual operations, either in Visua Flight Rules (VFR) or Instrument
Flight Rules (IFR) conditions or both.

OMP Completion Phase Airfield results in a capacity increase in both VFR and IFR
conditions. Aswas demonstrated in the final BCA, the OMP Phase 1 Airfield was
capped at 1,150,000 total annual operations and approximately 16 minutes of average
annual delay. With the completion of the proposed project, the Airport, based on FAA
extrapolation and professional judgment, would most likely perform at an average delay
of between 13 and 16 minutes per operation at 1,400,000 total annual operations. In
summary, the Airport could accommodate 250,000 additional operations with roughly the
same level of average annual delay (FEIS, R-11) which enhances system-wide airport
capacity significantly.

2. Increasein airport service volume by the addition of anew runway, elimination of
runway intersections or other airfield operational constraints.

OMP Completion Phase Airfield includes the construction of two new runways and a
runway extension. In addition, at the end of the project, two existing crosswind runways
will be decommissioned reducing the total number of runway intersections. OMP Phase
1 Airfield has three runway intersections restricting the use of these runways during
certain wind and weather conditions. With the OMP Completion Phase Airfield, the
number of runway intersectionsis reduced to two. This reduces the restrictions and
complexity of the airfield. Thiswill allow the Airport to accommodate an increasein
total airport operations. For the purposes of the BCA, the Phase 1 airfield was capped at
1,150,000 total operations with an annual average delay of 16 minutes per operation. The
addition of two new runways and runway extension, and then subsequent
decommissionings, will result in both an increase in Airport capability and reduction in
delay. The OMP Completion Phase Airfield layout will be able to accommodate
approximately 1.4 million total annual operations with an average annual delay of
between 13 and 16 minutes. As such, the OMP Completion Phase Airfield will be able to
accommodate approximately a quarter of amillion additional total annual operations at
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about the same delay level asthe OMP Phase 1 Airfield enhancing system-wide airport
capacity significantly.

Increase in hourly “call rates’ (i.e. local tower acceptance rates in terms of hourly arrivals
and departures).

OMP Completion Phase Airfield will result in increased arrival and departure acceptance
rates both during good and poor weather conditions. Under the OMP Phase 1 Airfield
condition, on an annual basis, the average hourly balanced arrival rate will increase from
111 to 130 operations per hour. The average hourly departure rate will increase from 127
to 135 per hour.

During the best good weather configuration in the OMP Phase 1 Airfield condition, the
hourly arrival rate is 120 operations per hour. With the completion of the project, the
worst good weather configuration will be able to accommodate 120 arrival operations per
hour. During approximately 54% of the year, the Airport will be able to accommodate
140 arrivals per hour. On the departure side, the completion of the project will allow the
Airport to accommodate 140 departures per hour approximately an additional 10% of the
year.

The benefits of the OMP Completion Phase Airfield illustrate dramatic hourly throughput
increases during poor weather conditions. With the OMP Phase 1 Airfield, the primary
poor weather configurations are only able to accommodate 92 and 76 hourly arrivals,
respectively. With the proposed action, the hourly arrival rate increases to 116 hourly
arrivals for both primary operating configurations enhancing system-wide airport
capacity significantly.

. Delay reduction relative to existing or forecast levels, either at the individual airport or
among multiple airports serving the same geographic area.

OMP Completion Phase Airfield is able to accommodate additional operations (as
passengers) with areduction in delay. During the EIS modeling, it was determined that
the proposed project can accommodate 1,120,600 total annual operations with an annual
average of 5.0 minutes per operation. The OMP Phase 1 Airfield could accommodate the
same level of total annual operations with an annual average of 14.2 minutes per
operation (EIS D-18).

In addition, the OMP Completion Phase Airfield can accommodate additional operations
beyond the EIS planning horizon, abeit with higher annual average delays. In Appendix
R — Alternate Considerations of the EIS, the FAA stated that the OMP Completion Phase
Airfield would most likely perform at an average annua delay of between 13 and 16
minutes per operation at approximately 1.4 million operations. Based on extrapolation of
the current FAA TAF, approximately 1.4 million operations would be reached beyond
2034; asignificant enhancement of system-wide airport capacity.



5. Projected delay savings as a percentage of existing delays at the airport, or asa
percentage of al national delays.

Delay savings by finishing the OMP Completion Phase Airfield are substantial. As
mentioned above, based on the EIS, the average annual delays at 1,120,600 total annual
operations are reduced by approximately 65% when compared to the OMP Phase 1
Airfield.

In addition, the O’ Hare M odernization EIS outlines how delays at O’ Hare contribute to
delays throughout the National Airspace System. The EIS notes “ The physical and
operational characteristics of O’ Hare contribute to high levels of congestion and delay
that are expected to become more severe over the forecast period. Continued growth in
air traffic, congestion and delay at O’ Hare in turn affects the efficiency of the entire
NAS’. The projected delay savings enhance system-wide airport capacity significantly.

6. Delay reduction that can be shown to enhance airline schedule reliability, even if the
project does not lead to substantial increases in operations.

A problem with the runway geometry at O’ Hare has always been that it allowed for 3
independent arrival runways during good weather that was reduced to 2 independent
arrival runways during poor weather. The airlines, not knowing when or for how long
poor weather will last, schedule their operations based on the good weather condition
which exists approximately 90% of the year. Poor weather conditions, when they exist,
would result in delays and cancellations. The OMP Completion Phase Airfield will result
in enhanced airline schedule reliability as it will better balance the good weather and poor
weather capability of the Airport. OMP Phase 1 Airfield provided benefitsin reliability
over the pre-OMP airfield. The OMP Completion Phase Airfield furthers the balance
between good weather and poor weather capability. The OMP Completion Phase
Airfield results in aminimum of 3 independent arrival runways in both good and poor
weather conditions. As such, when poor wesather setsin, thereisless of an impact on the
Airlines as the reliability of the schedule has been increased. Thisimprovement enhances
system-wide airport capacity significantly.

7. Creation of an additional arrival stream or reduced dependency between arrival streams.

The OMP Completion Phase Airfield further reduces the dependency between arrivals
and departures at the Airport. At the end of construction, the Airport will have six
paralel runways oriented in the east west direction and a pair of parallel crosswinds.
This allows the Airport to accommodate quad VFR arrivals during good weather while
the OMP Phase 1 Airfield only can accommodate three parallel arrivals. Based on the
FAA’s analysis, this benefit based on wind and weather conditions may be available
54.0% of the year. This additiona independent arrival stream will allow the airport to
accommodate an estimated additional 20 arrivals per hour during a balanced airport
operation enhancing system-wide airport capacity significantly.
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With respect to the impact of the project on the national air transportation system FAA finds that
the project will enhance overall airport system capacity significantly as the City has
demonstrated that the capacity benefits are real, measurable and significant. These projects, once
commissioned, will help FAA meet their Flight Plan Target of increasing the annual service
volume of the 35 Operational Evolution Partnership airports by at least 1 percent annually. This
target is, measured as afive-year moving average and is expected to be updated to include the
OMP completion phase runway projects. As one of the country’s busiest airports, the project’s
impact on the national air transportation system is most predominantly felt in the segment of the
national air transportation system comprising the airport system segment. Accordingly, based on
the significant airport system benefits, the FAA has considered and determined that the project
will enhance system wide airport capacity significantly at O’ Hare and throughout the NAS.

Section 47110(e)(4) limitsthe total estimated amount of future Government obligations covered
by al outstanding letters of intent to not more than the amount authorized to carry out section
48103 of thistitle, less an amount reasonably estimated to be needed for grants under section
48103 that are not covered by aLOl.

The FAA has structured its LOI offer to the City in amanner that assures compliance with the
terms of section 47110(e)(4). Asamatter of policy stated in Section 1071 of FAA’s Program
Guidance Letter 07-03 titled, Revised and Updated Requirements for Letter of Intent Requests
(PGL 07-03), the FAA limits the aggregate amount available for al LOIsto 50 percent of the
available discretionary funding categories. This limitation ensures that the FAA has sufficient
funding to preserve a reasonable amount for grants not covered by LOIs.

In addition, the FAA has reviewed its LOI budget to account for prior LOI awards, current
proposed LOI requests, and those LOIs that are reasonably foreseeable in the future, given
ongoing planning initiatives. The LOI funding schedul e adopted by the FAA for this LOI
ensures compliance with the requirements of section 47110(e)(4) within the limitations of
Section 1071 of FAA’s PGL 07-03. Also, the FAA is extending the payment schedule from the
10 years requested by the City to 16 years. Thislonger schedule reduces the annual commitment
to the LOI by approximately 46% of the City’s request during the City’s proposed pay period.
This assures that discretionary funds will remain available for other projects. The extension of
the funding schedule for OMP Completion Phase Airfield is similar to many other funding
schedules adopted for other qualifying projects, where the agency has aso extended the
timeframe for payment. This aspect of the decision reflects the FAA’ s support of this project
while acknowledging its obligation to protect the health of the overall discretionary funding
program. Accordingly, the FAA has determined that this requirement is met.

Considerations involving Section 47115(d).

In contrast with other statutory provisions regarding funding (such as Section 47106(c)(1)(B))
where the Agency is required to make specific findings or determinations, this provision of law
imposes a duty upon the Secretary, in selecting a project for an individual grant to preserve and
improve capacity, to “consider” the following:
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Section 47115(d)(1)(A) requires the Secretary to consider the project’ s effect on the overall
capacity of the national air transportation system.

Earlier, in addressing the requirements of section 47110(e), the FAA considered whether the
project enhanced system-wide airport capacity significantly. Asnoted above, the FAA
determined that the OMP Completion Phase Airfield will enhance system-wide airport capacity
significantly and determined that the OMP Completion Phase projects would have significant
national airport system benefits. Accordingly, the FAA finds that its determination above
satisfies the consideration criteria of 47115(d)(1(A).

Section 47115(d)(1)(B) requires the Secretary to consider the benefits and costs of the project.

FAA Systems and Policy Analysis Division (APO-200) conducted areview of the BCA for the
OMP Completion Phase Airfield. Given the fact that the major economic benefit associated with
the OMP Completion Phase Airfield was a reduction in delay for the incumbent airport users
(both passengers and air carriers), the City selected an approach that simply measured the
benefits associated with reduced passenger travel time and reduced aircraft operating costs®. For
the purpose of producing a conservative benefit cost ratio, the City imposed a constraint on
operations by capping operations in the out-years so that average annual delays would not exceed
that level of delay which caused the FAA to negotiate voluntary operational caps at the Airport
shortly after AIR-21 phased out slots at O’ Hare.

During the review, it was established that the sponsor’ s sensitivity analysis 2a was the closest
representation to baseline conditions at the airport. Additionally, various new sensitivity
analyses were conducted to assess potential changes to activity forecasts, construction schedule,
changesin capital costs, change to the discount rate, and changes to the distribution of the
occurrences of block hour times. APO concluded that it appears the project (as detailed under
sensitivity 2a) is cost beneficial and that the results of the additional sensitivity analyses indicate
the project remains cost beneficial over arange of different assumptions. The FAA’sinternal
review memo dated January 12, 2010, is attached to this analysis as Attachment A.

Given the sizable Federa investment requested, the FAA undertook additional steps to determine
if an investment in the OMP Completion Phase Airfield projects was sound. The FAA executed
a consulting contract with GRA Incorporated (GRA) to review the City’ s benefit cost analysis.
Previoudly, the FAA had engaged this company to perform asimilar analysis for OMP Phase 1
BCA. GRA concluded that the project (as detailed under Sensitivity 2a) had a reported benefit
cost ratio of 1.25 and that the project was justified. This corroborated FAA'’ s findings that the
project was cost beneficial.

In addition, GRA observed that the OMP Phase 1 Airfield resulted in amorereliable airfield
because it produces athird arrival stream in IMC conditions. If this was considered in the
anaysis, FAA could establish arevised base case that would increase the Phase 1 cap at
operations levels that would produce up to 20 minutes of average delay and still produce the

% In the 2005 BCA, the City selected a social surplus approach to monetize the economic benefits associated with the
proposed expansion. A social surplus approach is recommended when demand exceeded the available capacity, and
incremental expansions resulted in increases in the number of passengers, but only modest reductionsin delays. In
these circumstances, a social surplus approach may be used to calculate the benefits of the project.
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same reliability that the airfield produced in the No-Action (pre OMP) case. A higher capin
the base case would then result in more net benefits for the OMP Compl etion Phase Airfield.
FAA opted to consider this as a non quantified benefit in the analysis. GRA provided the FAA
with asummary report of their findings and is attached as Attachment B.

Finally, FAA contracted with MITRE to conduct research and develop a methodology for
measuring how delays at a particular airport can propagate throughout the National Airspace
System.* Specifically, the research will develop delay propagation multipliers designed for use
in cost-benefit analyses for airports. The system application multiplier reflects the relationship
between arrival and departure delays at an airport and arrival delays at al other airports. These
multipliers can then be applied to estimates of passenger and airline delay costs. FAA has
received areport titled, “ Calculating Delay Propagation Multipliers for Cost- Benefit Analysis,”
dated February 2010, which indicate that downstream delays at O’ Hare can reach 64% of the
local delays. The additional downstream delay benefits would result in the increase in the
baseline b/c ratio from 1.15to 1.59. All other sensitivity analyses would increase proportionally.
Since APO-200 has not yet formally adopted the findings of this report for inclusion into benefit
cost analysis, FAA opted to consider the downstream benefits as a non-quantified benefit in the
anaysis.

The FAA has considered the benefit and cost of the project and concludes that the project will be
cost beneficial over areasonable range of probable outcomes.

Section 47115(d)(1)(C) requires the Sponsor to demonstrate financial commitment from Non-
U.S. government sources to preserve or improve airport capacity.

The FAA reviewed the City’ s financing plan that was submitted as part of the March 1, 2009,
LOI application. FAA’sreview considered the sponsors request with respect to the non-federal
contributions.

Thetotal cost estimate for the OMP Completion Phase is $2.75 billion in 2008 dollars ($3.28
billion in escalated dollars). With respect to the non-federal contributions, FAA has historically
considered the sponsor’s financial commitment to be that which minimizes the reliance of AIP
assistance necessary to fund the project. 1n seeking an LOI, FAA encourages a sponsor to seek
and use its own resources to the maximum extent reasonable and to keep Federal financial
support to the minimum amount necessary to allow the project to proceed. Ultimately, this
allows FAA to make scarce funds available to as many sponsors as possible seeking new
capacity initiatives.

In its financing plan, the City requested approximately 15% ($500 million) of the escal ated
project costs to come from AIP in the form of Discretionary funds under anew LOI. The
sponsor’s shares ($1,001 million) would be contributions from passenger facility charges and
funded out of PFCs (PAY go and Bond Funds) and $1,776 million coming from general airport
revenue bonds (See Table 3).

* MITRE is aresearch and development firm that works with FAA in support of FAA’s mission.
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Table 3: ORD Financial Plan for Completion Phase Projects

o,
Financing Sources Amount o O Tc]

Costs
Entitlerment h - 0%
Discretionary 5 200,000 000 15%
FFC (Design-approved) ] 177 500 000 5%
PFC (Construction-intend to file) 5 23,228 70 25%
GARBs 5 1776 426 727 54%
5 3,277 266 457 100%

Source; ORD Lol Template dated March 2009

On the surface, O’ Hare' s discretionary request of $500 million is considerably higher than other
LOI awards for other runway projects at large hub locations. However, if one viewed the
discretionary request on a per runway basis (e.g. $200 million for each new runway and $100
million for the runway extension), the request would be higher but more in line with LOI awards
for similarly priced runway programs at other airports (See Table 4)°.

Table 4: LOIs for Major Runway Programs (1997-2009)

Total Project Cost= [ Dizcretionary

Location Dizcretionary (Total) AP Total' (Loh® Rate Fed Rate
Seattle (Amended) 2065556536 F 301 293560 % 1,129,000,000 18% 27%
St Loudis 180,000,000 § 226434000 F 1,100,000,000 16% 21%
Chicago Ph1 {10C-28C) 180,000,000 '!ﬁ 213,000,000  F 1,702,579,000 11% 13%
Atlanta 179,000,000 § 240000000 F 1,350,000,000 13% 18%
Washington-Dulles 150,000,000 § 200220000 § 390,000,000 38% a1%
Houston 100000000 F 193024000 F 331,714,000 30% a8%
Cincinnati 100000000 F 131 6995860 F 233,000,000 4 3% a7 %
Minneapolis 95,000,000 § 109000000 §F  S63,000.000 17% 19%
Denver 90,313,000 §F 123345000 F 179,254,000 0% B9%
Charlotte 85295836 F 183903579 F 300,110,000 28% B1%
Chicago Ph1 (9L-27R) 55,000,000 '$ 100,000,000 | F 801,200,000 11% 12%
fiarmi E9040000 § 1109765431 F 208,000,000 33% 83%
Boston 55,000,000 F 91000000  F 137,909,000 42% BE%
Qrlando 520386186 § 107 760961 F 203,000,000 26% 3%
Chicago Ph1 (100 ext) 40000000 §F 47000000  §F 376,563,000 11% 12%
Average | Location % 111,352,914  $ 158,577,183 % 600,357,267 19% 26%

'Taotal AP funds include pre-Lol and Lo funds including funds awarded through amendments
2Project Costs are based on updsted or escalsted costs (if applicable)

Asseenin Table5, for new runway programs with total project costs close to $1 billion, the
average discretionary award has been $166 million.° On a percentage basis, ORD’s
discretionary request (15% of the overal costs) is dlightly higher than the average discretionary

® For evaluation purposes, Chicago OMP Phase 1 LOI was viewed on a per runway basis. Therefore, LOI amounts
and Project Costs were distributed between the three runway projects.

® The calculation assumed Chicago (OMP Phase 1) with three new runways, with only two reaching the comparable
total project cost level.
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award (14% of the overall costs) but lower than the average overall federa participation rate
(18% of overal costs).

Table 5: LOIs for Major Runway Programs ~$1 billion (1997-2009)

Total Project Costs Discretionary

Location Discretionary (Total) AlP Tatal [Lan Rate Fed Rate

Seattle (Amended) 2065556586 F 301,293,560  F  1,129,000,000 18% 2T%
St Louis 180,000,000 § 226434000 % 1,100,000,000 16% 21%
Atlanta 179,000,000 F 240000000  F 1,350,000,000 13% 18%
Chicago Ph1 {10C-28C) 180,000,000 § 213000000 % 1,702,579,000 1% 13%
Chicago Ph1 {9L-2TR) §5,000,000 § 100,000,000  §  §01,200,000 1% 12%
Average / Location % 166,111,137 | $§ 216145512 | §  1.216,555,500 14% 18%

The City’ s request (when viewed in total) could aso be compared against two earlier LOIs that
included multiple runway development programs. In the early 1990s, FAA provided LOI
funding for the new Denver airport which included five new runways and the Detroit
Metropolitan Wayne County airport for its new two-runway expansion. These earlier
investments would be comparable to the O’ Hare request if they were converted to current-year
dollars:

a. TheFAA provided more than $672 million in AIP funds for the new Denver
airport, if those funds were adjusted to 2009 dollars.”

b. To build two new runways at Detroit Metro, the FAA provided more than
$444 million, if those funds were adjusted to 2009 dollars.®

e Pledged Entitlements: The City of Chicago committed all of their entitlements through

FY 2010 for the LOI for Phase 1. The City’s plan of finance for OMP Completion Phase does
not include entitlement grants as a source of funding because it is assumed that with an increase
in the PFC collection level, entitlements will not be available. Thisis consistent with the recent
Reauthorization bill.

e  Other Sponsor Sources. PFC: The City indicated that they will use Passenger Facility
Charges to cover approximately 30% of the project costs. In the PFC approval dated February
26, 2009, the City received approval to impose and use $177.6 million of PFC’s for the design
for OMP Completion Phase Airfield projects. The City intends to file future PFC applications
for the construction of OMP Completion Phase Airfield projects. It is currently estimated that
the City would need to commit an additional $823 million, plusinterest, of PFCsfor OMP
Completion Phase Airfield projects. FAA expects the City to file applications sequentially as
needed for projectsin the OMP.

" Nominally, Denver received $444 million. This amount was adjusted to 2009 dollars using a compound annual
growth rate of 2.1%.

8 Nominally, Detroit received $300 million. This amount was adjusted to 2009 dollars using a compound annual
growth rate of 2.1%.
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Even though the City has PFCs committed through April 1, 2028, applicable PFC laws place no
limit on the duration of collecting PFCsfor eligible projects. FAA has already approved PFC
collection authority at 24 other airports beyond 2024. Also, even though the City has based its
collections on a PFC rate of $4.50, FAA reauthorization is contemplating PFC rate increases
above that level. Any rate increases enacted by law above $4.50 would likely accelerate the
City’ s ability to collect PFC revenues. After review of the City’s PFC status and funding
potential, the FAA determined that the City’ s PFC funding estimates were supportable and
realistic. Therefore, FAA believesit isreasonable for the City to include an additional $823
million of PFCsin the financial plan.

e  Other Sponsor Sources. General Airport Revenue Bonds. The City indicated that they will
use GARBs to cover approximately 54% of the project costs. The FAA has reviewed the
information provided by the City on other sources of financing and agrees that the City has the
authority and means to issue bonds to cover these costs. The City has stated that it is prepared to
move forward with afunding plan for construction without airline support. It prefersamutually
agreeable plan, and the City hopes that ongoing negotiations are productive in reaching an
agreement that would cover these bond costs. The City, however, has also indicated that the
benefits of the OMP are of such great importance to the City that the City will use funding
options that will alow the program to move forward if there is no agreement.
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LOI Award

FAA will offer an LOI in the amount of $410,000,000 of which all of it isin new discretionary
funds (see LOI annua payout in Table 6).

Table 6 - LOI Payment Schedule

Annual Lo
Year |Project Costs'| Entitlement Discretionary Funding
2008 | % 3199111 | § - b ]
2009 71,864,793 - $
2010 479 B21 B79 - - 5 -
2011 1,076 524 550 - 40000000 § 40,000,000
2012 535,384 272 - 30,000,000 § 30,000,000
2013 474 703 B 1 - 30000000 § 30,000,000
2014 186 857 422 - 30,000,000 § 30,000,000
2015 - 25000000 % 25,000,000
2016 25000000 % 25,000,000
2017 25000000 § 25000000
2018 25000000 § 25000000
2019 25000000 § 25000000
2020 25000000 § 25,000,000
2021 25000000 § 25000000
2022 25000000 § 25000000
2023 20000000 % 20,000,000
2024 20,000,000 % 20,000,000
2025 20000000 § 20,000,000
2026 - - 20,000,000 § 20,000,000
Total | § 3277 256488 % - % 410000000 § 410,000,000

FAA’s AGL office recommended alonger schedule of payments that took into account other
LOI commitments aready approved such as MSP, CLE, IND and O'Hare Phase 1 and AGL’s
ability to undertake other projects during the payback period. Also, alonger payback schedule
reduces the annual commitment to the LOI budget, assuring that discretionary funds will remain
available for other projects. Therefore, a 16 year payout steam was established. A 16 year pay
period isin line with 3 other locations receiving significant LOI awards (Detroit -19 years,
Cleveland-17 years, and Seattle-18 years) as well as O’ Hare OMP Phase Airfield 1 (15 years).

The overall discretionary participation rate of 13% islower than most of the discretionary rates
seen for other new runway projects at large hub airports (see Table 7). Also, if OMP
Completion Phase Airfield is viewed on a per runway basis, the discretionary rates are still on
the lower half of rates for comparable runway programs.
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Table 7: LOIls for Major Runway Programs (1997-2009)

Tatal Project Costs | Discretionary

Location Dizcretionary (Total) AP Total' (Loh® Rate Fed Rate
Denver 90,313,000 § 123345000 F 179,254,000 0% B9%
Cincinnati 1000000000 F 131699860 F 233,000,000 43% a7 %
Boston 55,000,000 F 91000000  F 137,909,000 42% BE %
Washington-Dulles 150,000,000 F 200220000 F 390,000,000 38% 1%
fiarmi E9040000 § 1109765431 F 208,000,000 33% 83%
Houston 100000000 F 193024000 F 331,714,000 30% a8%
Charlotte 85295836 §F 183903579 F 300,110,000 28% B1%
Qrlando 52036186 § 107 760961 F 203,000,000 26% 53%
Seattle (Amended) 206555686 F 301 293560  F 1,129,000,000 18% 27%
Minneapolis 95000000 F 109000000 F 563,000,000 17 % 19%
St Louis 180,000,000 § 226434000 F 1,100,000,000 16% 21%
Atlanta 179,000,000 § 240000000 F 1,350,000,000 13% 18%
Chicago Ph 2 (9R-2TL ext) 52,000,000 '$ G2.000000  F 4945341 633 13% 13%
Chicago Ph2 (All) H0,000,000 $ 40000000 % 3,277,255,000 13% 13%
Chicago Ph 2 (10R-28L) 93000000 F 93000000 F 783,594,126 13% 13%
Chicago Ph2 (9C-27C) 250000000 % 230000000 % 1999119727 13% 13%
Chicago Ph1 {1010 ext) 40,000,000 § 47000000  F 376,563,000 11% 12%
Chicago Ph1 (9L-27R) 85,000,000 § 100000000  F 809,200,000 11% 12%
Chicago Ph1 (all) 305000000 F 360000000 F 2530342000 11% 12%
Chicago Ph1 {10C-280C) 180,000,000 F 243000000 F 1,702,579,000 11% 13%

'Total AP funds include pre-LOl and L2 funds including funds avwarded through amendments
“Project Costs are based on updated or escalated costs (if applicable)

The $410 million award is commensurate with the level of funding offered to the City under the
OMP Phase 1 Airfield. In OMP Phase 1 Airfield, the City received approximately $360 million
(combined entitlement and discretionary funds). This represented approximately 12% of the
total funding plan. For the completion phase program, an offer of $410 million equatesto
approximately 13% of the total funding plan. The 13% discretionary participation rate is also on
par with the discretionary levels recommended when utilizing FAA’ s new model that calculates
federal discretionary rates of participation. The model utilizes a statistical relationship between
project size and the Federal discretionary rate for past LOIs, then adjusts the rate for criteria such
as airport size, type of project, project’s benefit and cost, capacity benefits (including impacts on
the national air transportation system), sponsor’s financial commitment to project, and historic
discretionary funding levels. Exhibit 2 (a and b) includes the model’ sinput criteriaand
calculations for determining the amount of discretionary funding.

Asseenin Table 8, FAA’s proposed LOI would require a sponsor contribution of an additional
$90 million (or just 3% of the overall costs), up from $2,777 million that was identified in the
sponsor’ s financia plan.
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Table 8: ORD Financial Plan vs. LOI Award

ORD Financial Plan FAA Review
g g % of % of
Financing sources ORD Sources FAA ' Total Sources| Total LD FM‘ .| Total Sources|  Total
Contribution Sources Contribution
Costs Costs
Entitlement § - 0% 5 - 0%
Discretionary § 500,000,000 § 500000000 15% $ 410,000,000 ' § 410,000,000 0%
PFC (Design-approved) $ 177 500,000 § 177 500000 2% § 177 500,000 F 177 600,000 %
PFC (Construction-intend to file) | § 5§23 228,760 § 823228760 25% § 823228760 $ 823228760 29%
GARBs 51,776 426 727 §1,776 426 727 54% 17764268 727 1776426 727 2%
Other Sponsor Contribution $ - $ 90,000,000 $ 90,000 000 3%
2777 255 4587 £ - §3FT 25487 | 100% | B2867 265457  F410000000 | §3 277 255487 100%

Based on the airport’ s size and the nature and magnitude of the project, the City may use genera
airport revenue bonds or other local funds to fund some portion of the funds not committed by
AIP or PFC. With thisin mind, FAA reviewed the City’s financing plan to determine if the
City has sufficient non-U.S. government financial resources available for this project.

In 2005, the FAA hired John F. Brown (Brown) to conduct a comprehensive review of the City’s
proposed financing plan for OMP Phase 1 Airfield projects.® In addition, FAA asked Brown to
assess the OMP Total Airfield scenario aswell as the overall O’ Hare Total Master Plan. The
OMP Tota Airfield Scenario included OMP Phase 1 Airfield and OMP Completion Phase
Airfield projects as well as the western termina complex and people mover projects. To that
extent, the OMP Completion Phase Airfield projects are addressed below.

As part of the OMP Phase 1 Airfield review, FAA aso concluded that the City would be able to
finance the non-Federal share of the OMP Tota Airfield and Total Master Plan. That review
contemplated sensitivity analyses, including cost escalation, project delay, and aternative LOI
funding, to assess the affordability of the project.

Since 2005, the City has tracked the actual costs of OMP Phase 1 (either work performed or
under contract) as well aslook at updated cost estimates for the OMP Completion Phase Airfield
projects. The City’s current working estimate is $8.36 billion in 2007 dollars. Thisis
comparable to the costs that were estimated in the Brown analysisin 2005 (See Table 9).

Table 9 - Review of Cost Estimates (in thousands)

| vearof | M Tl b Total
i_ost Estimate Source . (escalated
estimate (2007 dollars)
COSts)
FAA [ Brown Analysis) 005 5 7059168 § 7 526,000
16% increase b 9153043 § 8,770,000
City Current Estimate 2009 ] a,356 000

° The FAA contracted with John F. Brown Company, Airport Management Consultants (now Jacobs Consultants),
to develop afinancial model and compile financial projections.
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In 2005, FAA contemplated a 15% increase in costs (or $8.77 billion in 2007 dollars) which is
significantly larger than the current working estimate. Therefore, FAA is satisfied that the
sensitivity analyses conducted in 2005 fully captured the cost increases that have occurred since
2005.

One area not captured in FAA’s model from 2005 is the reduction in airline traffic and the
significant reduction forecasted in FAA’s latest Terminal Area Forecasts. In 2005, FAA relied on
the 2002 TAF which was the basis for the EIS, BCA, and LOI analyses. Due to the economic
recession, enplanements were down 9% in 2008 and 17% in 2009 from those forecasted in 2002.
In addition, enplanements are forecasted to be down 17%, on average, between 2010 and 2015
(See Table 10).

Table 10- Enplanements (thousands) (2005 Model vs TAF 2009)

| 2005 [ 2006 [ 2007 [ 2008 [ 2009 | 2010 [ 2011 [ 2012 [ 2013 [ 2014 | 2015
Enplanements (2002 TAF ) Used in 2005 Model 34696 35793 36,043 38,027 39,143 40281 41451 42661 43912 45,119 46 367
Enplanements (2009 TAF ) 36,594 | 36,969 | I6743 34624 327362 32,210/ 34526 35,484 36,497 37 B26 38777
difference # enplanements 1893 | 1170  (200) (3403)(6797) (8,071 (6825 (7,176) (7 418) 7 494) 7 591)
difference (%) 5% 3% 1% 9% 17% -20%  -16%  -17%  -17%  17%  -16%

The two primary impacts of areduction in passenger traffic are (1) alower traffic base over
which to spread airline costs, which would result in higher airline cost per enplanement (CPE),
and (2) areduction in PFC funds, which are tied to passenger levels.’® Based on these reduced
enplanement levels, the estimated delay in PFC collections would be about $240 million over the
construction period. Issuing additional debt, combined with the lower passenger levels, would
result in additional incremental airline costs compared to the base case financing plan.

On the other hand, there have been factors which have mitigated the financial impacts due to the
delaysin PFC collections. First, an LOI offer of $410 million is $110 million greater than the
assumed amount when evaluating OMP Tota Phasein 2005. Secondly, in Brown’s analysis,
interest rates for the City’s GARBs were estimated to be approximately 6% whereas actua bond
issuances have come in well under 6% saving the City significant debt service. FAA aso notes
that the City’s most recent bond issuance for OMP Phase 1 2008 GARBs received positive
ratings by Moody’s, S&P, and Fitch credit agencies.** These recent ratings indicate that the City
would continue to see very competitive interest rates in the future. Finally, offsetting the
reduction in passenger traffic is the potential for a higher PFC level than planned. In the Total
Master Plan assessment, the City (in the Brown report) used $4.50 PFC level in its calculations.
Most reauthorization proposals allow for a higher PFC level which would accelerate the City’'s
ability to collect PFC revenues.

The FAA’s review indicates that there may be a nominal increase in the airline CPE from what
was expected in Brown’s review of the OMP Total scenario in the 2005 study. But, the CPE is
expected to be significantly less than that calculated under the Total Master Plan scenario and its
respective sensitivity analyses. In assessing CPE results for the Total Master Plan in 2005, FAA

19 Cost per enplaned passenger (CPE) is a common industry metric used to quantify and measure the affordability of
the financing costs associated with the projects

1 Bond rating agencies eval uate the potential of airports to generate sufficient revenues to repay bond debt service,
and on this basis assign ratings to bond issuers.
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noted that the Chicago region and O’ Hare have many unique characteristics that would enable
it to finance the Total Master Plan. These characteristics include O’ Hare' s strong O&D traffic
and international traffic bases and Chicago’ s role as aregiona population and economic center.
In its summation in 2005, FAA stated that “ should the City elect to go forward with the Total
OMP or Total Master Plan, we believe that it will be able to finance the non-Federal share of the
project.” We believe that the same holds true today.

Based on itsreview of the City’ sfinancia plan and the FAA's understanding of airport finance,
the FAA believes O’ Hare has a reasonabl e range of financia options available to complete the
LOI projects. Accordingly, the FAA has considered the financial commitment from non-U.S.
government sources to preserve or improve capacity and determined that the City has sufficient
non-U.S. government financial resources available for this project. Thisfinding is made with the
understanding that the City and the airlines have not yet reached an agreement for the airlines to
fund the completion phase. The City has identified alternative sources of funding that are
reasonable.

Section 47115(d)(1)(D) requires FAA consideration of airport improvement priorities of the States,
(to the extent such priorities are not in conflict with sections 47115(d)(1)(A) and 47115(d)(1)(B)).

The AIP priorities of the City of Chicago as outlined in its Total Master Plan for O’ Hare are not
in conflict with the priorities of the State of Illinois. Indeed, Illinois Public Law 93-0450
(O’'Hare Modernization Act), enacted on August 6, 2003, recognizes that O’ Hare serves an
essentia rolein air transportation for the State of Illinoisaswell asthe NAS. This State law
enhances the City’ s ability to implement the O’ Hare Modernization Program. Specifically, the
law includes a section that includes the findings and purposes expressly resolving any concerns
under this subsection. Relevant portions of that Act are set forth at page 5 of the FAA’s ROD for
this project.

Thus, issuance of an LOI for OMP Completion Phase is consistent with the airport improvement
priorities of the state in which the airport is located.

Section 47115(d)(1)(E) requires the Secretary to consider the project passenger and aircraft
growth that will be using the airport.

The project (OMP Completion Phase Airfield) will enable O’ Hare to efficiently accommodate
over 163,000 additional annual operations and approximately 7.6 additional million total annual
passengersin 2030. The additional operations and enplanements represent an increase of 14%
and 15%, respectively, over the levels forecasted without OMP Completion Phase Airfield. The
expected growth in operations and passengers is consistent with the 2009 FAA’s Termina Area
Forecast for O’ Hare. Thus, the FAA has considered the projected passenger and aircraft growth
at O'Harein thisanalysis.

Section 47115(d)(1)(F) requires the Secretary to consider the ability of the project to foster US
competitiveness in securing global air cargo activity.

As described in the O’ Hare Master Plan, there are currently 17 facilities at O’ Hare used to
process cargo. Most of the cargo facilities are located in two primary areas, the Southwest Cargo
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Area and Southeast Services Area. Cargo forecasts included in the Airport’s Master Plan
indicate cargo enplaned tonnage growth of 58 percent between 2000 and 2018. The City of
Chicago interviewed large carriers to determine if and how their facilities would accommodate
this growth. The results of these interviews were incorporated into allocation of facility
requirements.

The City of Chicago has identified that approximately 316 acres of cargo devel opment is needed
to accommodate 2018 requirements. EXxisting cargo facilities total approximately 261 acres.
The increase up to 316 cargo acres has been identified and set aside on the City’ srevised airport
layout plan as aresult of the OMP. Further, the OMP Phase 1 Airfield and the OMP Total (and
Total Master Plan components) will permit an increase in aircraft operations while reducing or
maintaining current levels of delay at the airport. Thus the project will provide opportunities for
increased al-cargo flights at the airport. Therefore, having considered the matter, we conclude
that the project will likely foster competitiveness in securing air cargo activity at O’ Hare and
because of O’ Hare' s importance to the national airport system it will likely have a global effect
aswell.

Section 47115(d)(2)(A) requires the Secretary to consider whether funding has been provided for
all other higher scoring projects qualifying for funding during the fiscal year.

Because safety in aviation is and always must be the FAA’ s foremost priority, this statutory
provision and FAA implementing program guidance assures that funding for airport improvement
projects will not be approved at the expense of needed safety activities. Inthis case, the FAA has
reviewed itsinventory of projects proposed for funding and found that issuance of this LOI will
not preclude FAA from funding any otherwise ready-to-go projects that, because of their nature,
have a higher priority. Protection is aso afforded because the FAA limits the amounts available
for LOIsto 50 percent of the available discretionary funding categories to ensure that FAA has
sufficient funding to preserve a reasonable amount for grants not covered by LOIs.

During the review process for individual grants under this LOI, the Great L akes Region Airports
Division and Headquarters Office of Airportswill also consider whether funding has been
provided for al other higher priority projects qualifying for funding during the fiscal year on a
regional and national level, respectively.

Section 47115(d)(2)(B) requires the Secretary to consider whether the Sponsor will be ableto
commence the project in the grant fiscal year or within six months, whichever comes later.

The City has commenced the OMP Completion Phase and plans to continuously proceed on
construction until it is completed, currently estimated to be completed in 2014. The OMP
Completion Phase will not only be implemented but also completed before the last 12 grants
contemplated in the LOI are issued.

Section 47106 requires consideration of anumber of individual project grant application criteria.
FAA made these findings in 2005 during the review of the LOI for OMP Phase-1. These
findings have been reviewed and confirmed as still valid for this LOI and such findings are
incorporated herein. Specifically, section 47106(a)(3)) of Title 49 United States Code provides
that the Secretary of Transportation may approve an application for a project grant if, among
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other things, the Secretary is satisfied that “enough money is available to pay the project costs
that will not be paid by the United States Government under this subchapter.” At thistime
Chicago and the airlines continue to negotiate an agreement to fund the Completion Phase.
Chicago has also provided alternative sources of fund that could be utilized if thereisno
agreement with airlines. The FAA considers these sources of funds reasonable and that enough
money is available to pay the project costs not paid by the United States Government.

Additionally, this analysis has taken into consideration an update to the good title finding under
49 USC section 47106(b)(1). Since the issuance of thefirst LOI in 2005, the City has acquired
almost all of the properties necessary for the construction and operation of the OMP, including
its Completion Phase. The City has acquired all of the land needed for construction in the
northwest sector of the approved ALP and has acquired 598 parcelsin Bensenville. The City is
currently in the process of acquiring or in litigation to acquire the remaining properties. The City
remainsin litigation over acquisition of the cemetery. A lower court awarded ownership and
possession of the cemetery to the City. That order has been appealed, and the appellate court
stayed enforcement of the lower court order. Final resolution of the City’s ownership awaits the
outcome of the case. Construction of new Runway 10C/28C requires the acquisition and
relocation of Saint Johannes cemetery. New Runway 10C/28C was identified as an OMP Phase
| Airfield project and approved for funding in the first LOI.

Summary

Based on the foregoing, the FAA finds that the City of Chicago’s Application for LOI for
development at Chicago O’ Hare International Airport includes all relevant support material
necessary for LOI selection approval, and meets the applicable statutory requirements for
issuance of an LOI. In consideration of the foregoing, the FAA has concluded that a L etter of
Intent in the amount of $410 million in AIP discretionary funds paid over a 16 year period as
noted in the LOI offer may be issued to the City as partial funding for the OMP Completion
Phase Airfield project.



Exhibit 1: O’'Hare Modernization Program Runway Configuration

7ﬁ
2N
I ﬁ! %
Lt 5 ‘I'auhn.&m fre ol E
s 5\ s

7 vl

|
4
:" - b, YT SR et k\%
|
|
|

oL 27R “f’%%
/ ,{f 4 A
oy
T—"J'r :“ﬁm%%
i
Il‘: R
1
iy \
:" ‘\
H \
o ec 27¢ § T
ih 3‘1‘ |
I Ty e R
: SR 27L g “f
\
I
\
II 4 R \

10L 28R/
-
| 40C M 2 B C ,-.;
| ;.-
I
| ]
_me ’:‘
10R I 28 L ok -
by - -~ h“‘?"”’*‘ = E_J
(e e I
““*--h__‘___m-a-,,,,“ & i Legend

e Existing rurmaesy to rermain
I OMP Phase 1
Bl 0P Completion Phase




Factors considered
swhen determining

Exhibit 2a Input Criteriafor FAA Model

enplanement levels - not necessarily huk
size specific

Ll amournts Level-—= G 5 4 3 2 1 u]
Additive Grade 3% 2% 1% 0% 1% -2% -3%
Weighting = Final oot 12.0% 12.0% 12.0% 12.0% 12.0% 12.0% 12.0%
WEIGHTED GRADE 0.36% 0.24% 0.12% 0.00% -0.12% -0.24% -0.36%
1 |Hub size Smaller airports (ability to pay) are given 10,000-300 000 300,000 -4 000,000 1,000,009 - 2,000,001 - 5,000,001 - 10,000,001 - ower 20,000,000
(enplanemert levell |mare credit . Range could be tied to 2,000,000 5,000,000 10,000 000 20,000 601

2 |Type of Projects L=e MPR to establish range (higher for runwvay T5+% of project majarity runway minarity runway [75+% taxieay  |majority taxivway  |minority taxioeay
runsvvays) Ta+% apron

3 |Benefit Cost Ratio | The higher the number of benefits the better [high NP positive MPY higgh MNP (ot marginal NP positive MPY (but |low BCA BUT =9 [low BCA AMD =9
- unless most go to reducing airline most to airlines) most to airines)  |(need non- (need non-
operating costs guantifiecd quantified

benefits) benefits)
4 [System capacity Adjustment if benefiting 7 metro regions zignificant increase in capacty |meaningful increase in [small increase in |no impact P&, & P&,
capaciy capaciy

5 [Local Funding Entitlements pledged, PFC pay-go or +80% of total availakle 7a%+ of what is S0%+ of what iz [20%+ of what is |25%+ of what iz |10%+ of what i
financing costs, airport debt to cover availahle available availahle availahle available nothing available
sponzor's share, other local contributions plecged

5 |Historic LOl avwards |Discretionary rate (cumulative discretionary [below 30% of like size helowe 75% of like size [below avg average + - 5 above average  |shove 75% of like [above 90% of like

for similar sirports
and projects

funds vz, cumulative enplanements):

size

zize




Exhibit 2b: FAA Model Discretionary Rate Calculation

| statutory Max 75%
Enter Airport ID ORD
Enter Hub Size L] [POLICY Max 65%
Enter Vear Costs Were Estimated 2008
Enter Project Size in Millions 3096] [Project in 2002 Dollars ~ 1860.383
Enter BCA 1.25
Oither
Criteria
Weighting
Factar
(Standard
Walue =1) Freliminary Final
INPUT Level far [Percent for Project Size 5.84% 12.00%
Other Criteria
: iHub size (enplanement
level)
_______________ t 1 b O2a% ] 0.24%
‘Type of Projects
_______________ 6 1 03k% | 0.36%
6 Benefit Cost Ratio : :
_____________________________________________________________________ 1 b 0aes o 036
System capacity
_______________ 6 1 03k% {1 0.36%
Local Funding
_______________ 5 1 r o oM ) 0.24%
iHistoric LOI awards for
isimilar airports and
_______________ 3 o iprojects 1 b ioooo% | ] 0.00%
[ 1102% | TOTAL %  13.08%

| $404.96
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Date: January 12, 2010

To: Joe Hebert, Manager, Financial Analysis and PFC Branch
From: Bob Robeson, Manager, APO-200 ,&6 M“;‘ﬁ-—-——-—.
Prepared By: Jeffrey C. Wharff, Senior Economic Advisor, APO-5

Subject: Chicago O’Hare Modernization Program (The Completion Phase) Benefit Cost
Analysis Review

Thank you for the opportunity to review the Request for Letter of Intent to Provide a Multi-Year
Commitment of Airport Improvement Program Grant-in-Aid Funding dated March 1, 2009 along

with the supplemental material dated November 24, 2009.

On April 2, 2009, we provided your office with an initial assessment of the benefit-cost analysis
that was submitted as part of Chicago O’Hare’s Letter of Intent. In that assessment, we noted a
number of shortcomings associated with the analysis. These identified shortcomings were later
documented in a consolidated letter, dated June 24, 2009, that was sent to the City of Chicago by
the FAA’s Chicago Airports District Office. The concerns outlined in our assessment were
primarily with regard to the inclusion of costs and the methodology used to calculate travel time

savings.

These concerns were addressed by the City of Chicago in a subsequent submission, dated
November 24, 2009. As part of their additional analysis, the City of Chicago developed a
benefit-cost scenario described as sensitivity analysis 2a. Based on our review of their
November 24th submission, we have determined that sensitivity analysis 2a should be used as
the basis of our review. This analysis effectively addressed the major points we noted in our

carlier assessment. In particular, sensitivity analysis 2a includes the following assumptions:



¢ Inthe base case, operations are capped in 2024 at 1,150,000 per year, alevel that
produces 16 minutes of average delay and 140.8 minutes of unimpeded travel time.
This average level of delay is consistent with level of delay where FAA capped ORD
operations before the build out of Phase 1.

e Inthe Full Build case, Operations grow unconstrained according to the 2008 TAF.

e Delay saving calculations are based on the constrained operations as identified in the
base case.

e Unimpeded travel times used in the Full Build and Base Case cal culations were
constrained to be comparable so that travel time savings could be compared on an

equal footing.

After a careful review of sensitivity analysis 2a, it appears that, based on the information
provided, the reported benefits exceed the costs. To ensure that the results produced under
sensitivity analysis 2a are robust, we asked your office to provide us with some additional
sensitivity tests which were not included the city’ s subsequent submission. In particular, at our
request your office considered the following scenarios: (1) replace the 2008 TAF with the current
2009 TAF, (2) change in the construction schedule, (3) changein capital costs (both increases
and decreases), (4) change in the discount rate, and (5) and changes in percent distribution of

whether avoided delays occur en-route or on the ground.

The results of these additional sensitivity tests, summarized in Table 1, indicate that the proposed
project remains cost beneficial over arange of different assumptions. It isinteresting to note that
the sensitivity test associated with delaying construction of the proposed project by five years
produces alarger benefit cost ratio than is reported in the baseline. A review of thisfinding
suggests that the increase in the benefit-cost ratio is afunction of the relative timing of the
benefit and cost streams. In particular, by delaying construction, the construction costs are
discounted to a greater extent than they are discounted in the base case. Without the airport
sponsor conducting further analysisinto thisfinding, it is difficult to draw any particular
conclusions associated with this result. However, it should be noted, as suggested by sensitivity
test 3 (reported below) if therea cost of construction increases over time, the benefits of



delaying construction will be mitigated or possibly eliminated. While interesting, this
observation has no material effect on the overall results of our review. If you have any questions

regarding our conclusions, we would be happy to answer any questions.

Tablel
Sengitivity Tests using FAA’s 2009 Terminal Area Forecast
Sensitivity Tests Benefit Cost Ratio

1) Baseline BCR 1.15
2) Change in Construction Schedule (5 year delay) 1.36
3) Changein Construction Costs

» Reduction in Construction Costs by 25% 1.49

» Increase in Construction Costs by 25% 0.93
4) Change in percentage distribution of avoided delays

> 100 % of delays are ground delays 1.08

» 100 % of delays are airborne delays 154
5) Change in Discount Rate to 3 percent 1.84




Attachment B

ORD Full Build Benefit Cost Summary Report
Frank Berardino, GRA

This report documents the selection of scenario 2a undertaken by the City of
Chicago in its benefit cost study (BCA) for the Full Build Case at ORD.

Operations forecasts in the BCA are based on the 2008 TAF forecast. In
Scenario 2a:

» Operations in the base case (the Phase 1 case) are capped in 2023 at 1,150,000
per year, a level that produces 16 minutes of average delay and 140.8 minutes
of unimpeded travel time. The delay level is identical to the level where FAA
capped ORD operations before the build out of Phase 1.

> Operations in the Full Build Case continue to grow according to the TAF
forecast beyond 2024. By way of comparison, in 2024, delays in the Full Build
Case are 5.5 minutes per operation while unimpeded travel time is 143
minutes; the additional 2.2 minutes of unimpeded travel time accounts for the
added taxi time due to the new runway configuration in the Full Build Case.

7 Because operations continue to grow in the Full Build Case, delays reach 10.4
minutes per operation in 2034

~ In both cases, unimpeded travel times are frozen at the 2024 levels; this was
done to eliminate any distortion in comparing the schedules that might arise
from different composition of flights beyond 2024. In the unconstrained
forecast, there is additional long haul flying at ORD beyond 2024 that occurs
in the Full Build Case but not in the Phase 1 case; had unimpeded travel time
not been frozen, it would have increased in the Full Build Case but for
reasons that had nothing to do with the airfield.

Time related benefits are calculated using standard FAA critical values, taking
account of the composition of the fleet.

Time related benefits are calculated for “incumbent” passengers and operations
only. For each year the following calculation is undertaken:



(Phase 1 Average Total Travel Time — Full Build Average Total Travel Time) x (Phase 1
Passengers) x (the Value of Time)
+

(Phase 1 Average Total Travel Time — Full Build Average Total Travel Time) x (Phase 1
Operations) x (the Weighted Average Aircraft Cost per Minute )

The following graph shows the differences in total travel time (delay +
unimpeded travel.

Average Total Travel Time Per Operation
Annual Average Day

160

155

150 /
145 / // — Phase 1 Airfield
140 —j

Full Build Airfield

135

Minutes Per Operation

130
Note: Operations Constrained per Full Build BCA
Markers indicate simulated data points

125

946.7 993.8 1,041.1 1,088.1 1,136.8 1,150.0 1,150.0 1,150.0 1,150.0 1,150.0

2015 2017 2019 2021 2023 2025 2027 2029 2031 2033

Annual Operations (in thousands)
Calendar Year

Note that the difference in delay total travel time between the two cases narrows
beyond 2024 because delays in the Full Build Case continue to increase while those in
the Phase 1 Case are frozen at 2024 levels due to the cap.

Rationale for Incumbent Only Calculation

By building the Final Phase, total travel is reduced even though more operations
can be accommodated than in the Phase 1 Case. Those airlines and passengers

*Accounting for differences in en route and ground delay costs in the two cases.



operating at the airport today (the incumbents) are better off by the value of the time
saved. So long as the value of time saved exceeds the cost of building and operating the
incremental capacity, we can be confident that the project is justified. We can make this
conclusion knowing that there are incremental operations in the Full Build Case that we
have not valued in any way. Clearly if they are operated in the future, they have some
value to society. We have accounted for the delays they cause, but have not calculated
the value to consumers and the airlines of flying them - the incremental consumer and
producer surplus of the additional flying. Thus, our approach is conservative.

BCA Conclusion

In Scenario 2a, the City calculates the benefit cost ratio as 1.25. This analysis
focused on evaluating the benefits. Costs were provided by the City of Chicago. Based
on our comparison of the project benefits against the costs, the project is justified. The
BCA calculations are summarized in the tables at the end of this paper.

Improved Reliability in the Phase 1 Case

Phase 1 of the OMP is the Base Case for the Final Phase BCA. In our review, we
noted that the Phase 1 Case had resulted in a more reliable airfield because it produces
a third arrival stream in IMC conditions. We suggested that this be considered when
making assumptions about where the FAA would implement a cap in the Base Case for
the Final Phase BCA. A higher cap in the Base Case would result in more net benefits

for the Final Phase.

No Action and Phase 1 Airports Are Different

M Froszest Foas

// \\ i = h‘-"'\
o i 1 e R, 9L-27R >3 stream in IMC
i o — TR -> More reliable airport

Preliminary and Subject to Change; Not for Public Distribution
GRA, Incorporated I Wersion: 10/19/2009 3:33 PM December 4, 2008



The results of the available simulation runs corroborated this finding. We
compared the ratio of the standard deviation of delays for each run with its mean delay
- the so-called coefficient of variation. A more reliable airfield will produce a lower
coefficient of variation because it will have fewer extreme delay outcomes. The Phase 1
Case proved to be more reliable and stable in the simulation runs shown below.

Simulation Results Suggest Phase 1 More Reliable

> Fewer extreme delays in Phase 1 than No Action because airfield is
more balanced

Std Dev.
EIS Demand |Constrained/Un PMAD Annual Mean Of Avg. Std
Sheet [Airfield Year constrained Operations Operations Delay | Median | Delay Std Dev/iMean | Dev/Median
1 No Action 2007 Constrained 2,750 974,000 16:50 8:03 19:49 1.18 2.46
2 No Action 2007 Unconstrained 2,898 1,026,300 23:40 9:08 ]29:49:00 1.26 3.26
3 Phase 1 2007 Unconstrained 2,898 1,026,300 9:52 6:33 10:12 1.03 1.56
4 No Action 2009 Constrained 2,750 974,000 16:27 7:48 19:43 1.20 2.53
5 No Action 2009 Unconstrained 2,987 1,057,200 26:13:00 9:19 33:45:00 1.29 3.62
6 Phase 1 2009 Unconstrained 2,987 1,057,200 10:43 7:01 10:58 1.02 1.56
8 No Action 2013 Constrained 2,750 974,000 17:55 9:01 20:33 1.15 2.28
9 Phase 1 2013 Unconstrained 3,169 1,120,600 14:45 9:24 14:45 1.00 1.57
Average Std Dev/Mean Phase 1 1.02

o

’ Ratio of Standard Deviation to Mean is Lower for Phase 1 than for No Action Cas?‘

| Phase 1 Ratio of Standard Deviation to Mean is STABLE as operations increase |

Preliminary and Subject to Change; Not for Public Distribution
GRA, Incorporated | WErsion: 10/19/2009 3:45 PM December 4, 2008 3
We surmised that the consequences and therefore the costs of delay will increase

more than proportionally with extreme delays, which cause consumers to miss
appointment and on-ward connections (especially at an airport like O’'Hare) and cause
airlines to cancel more flights, pay for passenger accommodations and find alternate
seats at a later time (which has become much more difficult when average load factors
are trending beyond 85 percent). Although there is significant evidence in the road
literature on the value of reliability!, there has been surprisingly little published work
done in aviation. However, a great deal of attention has been paid to developing

1 Chen et al: “Travel-Time Reliability as a Measure of Service” Journal of the Transportation Research
Board (No. 1855; 2003); Nam et al: “Estimation of the Value of Time Reliability” Journal of Advanced
Transportation (Vol. 31, No. 1; 2006); Shao et al: “ A Demand Driven Travel Time Reliability-Based
Traffic Assignment Problem” presented at the 85" Annual Meeting of the Transportation Research Board
(2006); Small et al: “Uncovering the Distribution of Motorists” Preferences for Travel Time and
Reliability” AEI-Brookings Joint Center for Regulatory Studies (Working Paper 05-02; 2005)



operations research models to help airlines minimize the costs of irregular operations. 2
We also found theoretical support for our supposition.? Perhaps because the literature is
not fully developed for aviation, FAA’s Airport Benefit Cost Analysis Guidance does
not take account of the value of reliability, nor does it consider altering the value of time
or airline costs for extreme delays.

Finally, we noted that FAA could set the Phase 1 cap at operations levels that
would produce up to 20 minutes of average delay and still produce the same reliability
that the airfield produced in the No Build (pre OMP) case. This might make sense
because it would allow more operations in Phase 1 but produce about the same extreme
delay experience.

Phase 1 Cap of 20 Minutes Produces the Same
Reliability as No Action Cap (2013)

= Using the stable relationship between standard deviation and the mean
for Phase 1

= Comparing Phase 1 with simulation run for No Action in 2013

Std Dev. Of
Mean Delay Avg. Delay | Std Dev/Mean
Phase 1 16:00 16:19 1.02
17:55 18:16 1.02
18:00 18:21 1.02
20:00 20:24 1.02
No Action (2013) 17:55 20:33 1.15

Preliminary and Subject to Change; Not for Public Distribution

GRA, Incorporated I Wersion: 10/19/2009 3:56 PM December 4, 2008 6

2 There are many papers in this literature but most of the valuable empirical work uses internal airline
data and thus do not report a full range of results. There are numerous commercial software packages
that have been developed based on this literature (e.g. Sabre and Navataire). See for example: Bratu S., C.
Barnhart. "Real Time Optimization Models to Recover Aircraft Schedules and Minimize Passenger
Disruptions." MIT Working Paper, 2003;

3 Fosgeru & Karlstrom: “The Value of Reliability” Munich Personal RePEc Archive (November 2007);
This paper shows that in theory the value of reliability depends on the distribution of the duration of
delays, meaning that extreme delays would be more costly.



In the present context, setting a cap at 20 minutes of average delay for Phase 1
would result in more net benefits for the Final Build Case because Phase 1 is the Base
Case in that BCA. In some future years, the Base Case would show higher average delay
per operation (than is presently assumed). The average delay savings due to the Final
Phase would therefore be higher. Furthermore, in those same years, the number of
incumbents in the analysis (both passengers and operations) would be higher, which
would further increase the benefits due to the Final Phase.



Table F4

Project Benefits

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
ANNUAL OPERATIONS
Total Aircraft Operations (thousands) 946.7 969.2 9938 10175 10411 10646 10881 11125 11368 11500 11500 11500 11500 1,150 11500 11500 1,150.0 1,150.0 1,150.0 1,150.0
Estimated Passenger Airline and All-Cargo Operations (thousands) 9252 9472 9712 9944 10175 10405 10634 10872 11111 11500 11500 11500 11500 11500 11500 11500 1,150.0 1,150.0 1,150.0 1,150.0
AIRCRAFT TRAVEL TIME (MINUTES) PER OPERATION
Base Case: EIS Phase 1 1379 1386 1394 140.3 1435 146.8 1505 1544 155.9 156.8 156.8 156.8 156.8 156.8 156.8 156.8 156.8 156.8 156.8 156.8
With Proposed Action 1366 1368 1371  137.3 1399 1424 1450 1477 1481 1485 1489 1491 1495 1499 1504 1509 151.5 152.1 152.7 153.4
Difference in Travel Time per Operation between scenarios (minutes) 13 17 23 29 36 44 55 6.7 7.8 83 79 77 73 6.9 6.4 59 5.3 4.7 4.1 3.4
AIRCRAFT DELAY BENEFITS
Total Incremental Aircraft Travel Time Minutes (millions) 118 1.65 225 293 371 4.60 583 7.28 8.69 953 911 891 842 7.90 734 6.74 6.10 5.42 4.69 3.90
Percent Airborne Travel Time 14.5%
Percent Ground Travel Time 85.5%
Weighted Average Enroute Cost $5273 $52.73 $5273 $ 5273 $57.93 $ 6313 6305 $ 6296 $62.96 $6296 $6296 $6296 $629%6 $6296 $62.96 $6296 $62.96 $62.96 $62.96 $62.96
Weighted Average Ground Cost $24.96 $24.96 $2496 $ 2496 $27.33 $ 2970 $2949 $ 2929 $2029 $2929 $2929 $2929 $2929 $2929 $2029 $20929 $29.29 $29.29 $29.29 $29.29
Airborne Aircraft Savings $9.0 $126 $17.2  $24  $3L1  $21  $534  $65 $794 71 $832 L4 $769 $721 670 616 $55.7 $49.5 $42.8 $35.6
Ground Aircraft Savings $51  $352 $48.1 $62.5 $866 1167 $147.1  $1823  $217.7 $2387 $2280 $2230 $2108 $197.7 $1837 $1688 $152.8 $135.6 $117.3 $97.7
Total Aircraft Savings (millions) $341  $479 $65.3 $849 $117.7 $1588 $2004 $2488 $297.1 $325.8 $3112 $304.3 $287.7 $269.8 $2508 $230.3  $208.5 $185.1 $160.1 $133.3
PASSENGER DELAY BENEFITS
Total Passengers (millions) - Constrained 76.6 787 810 83.2 854 87.7 90.0 924 A7 97.1 9.4 9.7 100.9 102.2 1035 1048 106.1 107.5 108.8 110.1
Total Incremental Passenger Travel Time Minutes (millions) 97.4 137.2 187.9 244.9 3111 387.4 4937 6184 7414 805.3 7791 7718 7389 702.0 660.6 614.4 563.1 506.2 443.2 373.6
Passenger Delay Savings per Minute $054 $0.54  $054 $054 $054 054 $054  $054 054  $054  $054  $054 054 $054 054 054 $0.54 $0.54 $0.54 $0.54
Total Passenger Delay Savings (millions) $21  $734 $1005 $131.0 $1664 $207.3 $2641 $3309 $396.6 $4309 $4168 $4129 $3953 $3755 $3534  $3287  $301.3 $270.8 $237.1 $199.9
Total Passenger Delay Downstream Savings (millions) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
PROJECT BENEFITS
Total Incremental Aircraft Delay Savings (millions) $341  $479 $65.3 $849 $117.7 $1588 $2004  $2488 $297.1 $3265.8 $3112 $304.3 $287.7 $269.8 $2508 $230.3  $208.5 $185.1 $160.1 $133.3
Total Passenger Delay Savings (millions) 521 734 1005 1310 1664 2073 2641 3309 3966 4309 4168 4129 3%3 3755 B34 3287 301.3 270.8 237.1 199.9
Total Passenger Delay Downstream Savings (millions) 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0 0.0 0.0 00 0.0 00 0.0 0.0 0.0 0.0 0.0
Total Savings (millions) $86.2 $1213 $1659 $2159 $2842 $3660 $464.6 95796 $693.7 $7567 $7280 $717.3 $6830 $6454 $604.2 $550.1  $509.8 $455.9 $397.2 $333.2

Sources AreaForecadt, FAA 2009, and Ricondo & Assodates, Inc. 2009; Trave & Delay Time- EIS Smulations, 2004, Ricondo & Assodiates, Inc., 2009. Airaraft Operating Cost - U.S DOT, Form41, fourth quarter of caendar year 2007 through third quarter of  Inc. 2009; Travel & |

Vaues of Passenger Timein Economic Andlysi's, March 2003 and percantages of businessand ldsuretravders, Landrum & Brown, In-Hight Survey, 1997; Disoount Rete- FAA, BCA Guidance, Decarber 15, 1999,

Prepared by: Ricondo & Assodiates, Inc.



Table 2

BCA Sensitivity 2A

Benefit Cost Ratio
OMP Completion Phase Airfield (million of 2008 dollars)
Sensitivity 1 with Constrained Phase 1 Activity, Unconstrained Completion Phase Activity, and Benefits Applied to Constrained Activity

Benefits Costs Present V alue
Downstream Project Annual Net
Aircraft Delay Passenger Delay Passenger Delay Total Project Construction Incremental Total Project Discount Rate Total Project Total Project Present V alue
Y ear Savings Savings Savings Benefits Costs 0O& M Expenses Costs Factor Benefits Costs (Benefits-
2008 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.0000 0.0 0.0 0.0
2009 0.0 0.0 0.0 0.0 68.4 0.0 68.4 1.0700 0.0 63.9 (63.9)
2010 0.0 0.0 0.0 0.0 432.6 0.0 432.6 1.1449 0.0 377.9 (377.9)
2011 0.0 0.0 0.0 0.0 925.9 0.0 925.9 1.2250 0.0 755.8 (755.8)
2012 0.0 0.0 0.0 0.0 809.1 0.0 809.1 1.3108 0.0 617.3 (617.3)
2013 0.0 0.0 0.0 0.0 367.5 7.5 375.0 1.4026 0.0 267.4 (267.4)
2014 0.0 0.0 0.0 0.0 145.0 11.4 156.4 1.5007 0.0 104.2 (104.2)
2015 34.1 52.1 0.0 86.2 0.0 24.3 24.3 1.6058 53.7 15.2 38.5
2016 47.9 73.4 0.0 121.3 0.0 24.3 24.3 1.7182 70.6 14.2 56.4
2017 65.3 100.5 0.0 165.9 0.0 24.3 24.3 1.8385 90.2 13.2 77.0
2018 84.9 131.0 0.0 215.9 0.0 24.3 24.3 1.9672 109.8 12.4 97.4
2019 117.7 166.4 0.0 284.2 0.0 24.3 24.3 2.1049 135.0 11.6 123.4
2020 158.8 207.3 0.0 366.0 0.0 24.3 24.3 2.2522 162.5 10.8 151.7
2021 200.4 264.1 0.0 464.6 0.0 24.3 24.3 2.4098 192.8 10.1 182.7
2022 248.8 330.9 0.0 579.6 0.0 24.3 24.3 2.5785 224.8 9.4 215.3
2023 297.1 396.6 0.0 693.7 0.0 24.3 24.3 2.7590 251.4 8.8 242.6
2024 325.8 430.9 0.0 756.7 0.0 24.3 24.3 2.9522 256.3 8.2 248.1
2025 311.2 416.8 0.0 728.0 0.0 24.3 24.3 3.1588 230.5 7.7 222.7
2026 304.3 412.9 0.0 717.3 0.0 24.3 24.3 3.3799 212.2 7.2 205.0
2027 287.7 395.3 0.0 683.0 0.0 24.3 24.3 3.6165 188.9 6.7 182.1
2028 269.8 375.5 0.0 645.4 0.0 24.3 24.3 3.8697 166.8 6.3 160.5
2029 250.8 353.4 0.0 604.2 0.0 24.3 24.3 4.1406 145.9 5.9 140.0
2030 230.3 328.7 0.0 559.1 0.0 24.3 24.3 4.4304 126.2 5.5 120.7
2031 208.5 301.3 0.0 509.8 0.0 24.3 24.3 4.7405 107.5 5.1 102.4
2032 185.1 270.8 0.0 455.9 0.0 24.3 24.3 5.0724 89.9 4.8 85.1
2033 160.1 237.1 0.0 397.2 0.0 24.3 24.3 5.4274 73.2 4.5 68.7
2034 133.3 199.9 0.0 333.2 0.0 24.3 24.3 5.8074 57.4 4.2 53.2
Total $3,922.0 $5,445.1 $0.0 $9,367.0 $2,748.5 $505.8 $3,254.3 $2,945.5 $2,358.3 $587.2
Present
Value
$2,945.5 $2,358.3 $587.2
Benefit-Cost Ratio: 1.25

2008 project costs are a sunk costs and not included in the BCA analysis.




