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INTRODUCTION

I appreciate the opportunity to be here with you today.  I always enjoy talking before this group because from our viewpoint the contract tower program is a real success story.  

FAA, the Contract Tower Association, and the airport community have all pulled together to make this program a model partnership between government and industry.

CONTRACT TOWERS

The contract tower program has grown from 5 towers in 1982 to 229 towers today, which represents over 45% of all FAA towers, and handles about 25% of all FAA tower operations.  

My office has performed numerous reviews of the program and we’ve consistently found that contract towers provide safe and reliable services that are comparable to FAA-staffed operations.  We also found that contract towers are cost effective—on average about $900,000 less (per tower/per year) to operate than similar FAA-staffed towers.

The program, however, also has its opponents—as evidenced by the debate we saw 2 years ago.  As a result, contract towers remain in a “fishbowl” and it is imperative for the program to maintain its high standards of integrity in terms of safety, service, and billings.  

To your credit, one of the strengths of this program has always been its ability to look at itself and take corrective action.  In the past, we’ve seen that in action over issues such as billings and sub-contracting operations.  And recently in brokering a return to a more robust schedule of facility evaluations.   

Last year when I spoke here, I added two more issues to the watch list—operational errors and staffing.  And they remain front burner issues.

OPERATIONAL ERRORS—THEY’RE UP

· In FY, 2004 contract towers had 16 operational errors, which was a rate of 0.99 incidents per million operations.  That’s up from 6 in 03, and 8 in 02.  

· In comparison, operational errors for the 71 FAA-staffed VFR towers have decreased.  In FY 2004, those towers had 28 operational errors, which was a rate of 2.15 incidents per million operations down from 31 in 03, and 38 in 02.  

A word of caution: operational errors at both contract towers and FAA-staffed towers are self-reported.  We need to make sure that there are concrete policies in place for ensuring that all operational errors are reported.  In every case. And that there are significant consequences if they’re not.  

A case in point—in February, we investigated a hotline allegation of operational error cover-ups at the Dallas Fort Worth TRACON.  What we found was very disturbing—mainly that operational errors were not being investigated.  In fact, local management actually had policies in place that encouraged underreporting. 

· For example, prior to our investigation only 2 operational errors were reported at the TRACON during the 6 month period between January 1 and June 24, 2004.  

· After instituting appropriate use of playback tools on June 25, 2004, through December 2004, the TRACON reported 36 confirmed operational errors.  

STAFFING  

A very contentious issue that hasn’t changed.  There are some who would make the case that either FAA towers are staffed with too many controllers or that contract towers are staffed with too few controllers.  

And there could be significant safety or cost implications depending on which premise is correct.

The contractors need to clearly demonstrate that they have criteria for determining staffing at a particular location and that it is adequate to dispel allegations of understaffing.  Particularly in terms of allegations that some towers rely on single controller operations for extended lengths of time and during busy periods. 

Let me turn now to two other issues that may be of interest to this group—some recent statistics about the industry’s performance and some of the key issues for the next FAA Reauthorization, as we see it.   

INDUSTRY METRICS 

In June, we issued the seventh in a series of periodic updates to our aviation industry performance report.  Here are the more salient statistics.  

Delays.  Delays have returned, exceeding 2000 levels in many markets during the first quarter of 2005.  

· The average delay was 52.3 minutes and affected more than one quarter of all flights.  

· In fact, yesterday Aviation Daily reported that last Wednesday the U.S. saw its highest ever level of daily delays—exceeding a record that has stood for 4 years.  

· Airports to watch include Philadelphia, LaGuardia, Newark, Washington-Dulles, Atlanta, and Fort Lauderdale 

Rising Fuel Costs.  Rising fuel costs continue to undermine the financial improvement of network carriers and are also cutting into the low-cost carriers’ bottom lines.  

· After several years of relatively stable unit costs, the cost per available seat mile for low-cost carriers grew from 7.61 cents in the first quarter of 2004 to 8.77 cents in the first quarter of 2005, an increase of 15%.  

Declining Airfares.  Declining airfares contribute to financial difficulties of network carriers, although consumers have benefited from relatively inexpensive travel in many markets.  

· Since 2000, average fares (including taxes and fees) for all carriers dropped between 6% and 14%.  

· Network carriers have seen fares, net of taxes and fees, decline by about 20%.

Small Communities.  While service has been returning to small, medium, and large airports following a sharp decline between 2001 and 2003, service at non-hub airports- which are the Nation’s smallest commercial airports- has continued to decline or stagnate.  
· In 2004, the real convergence in recovery became apparent.  Between July 2003 and July 2004, scheduled departures at small, medium, and large hub airports rebounded to within 4% of July 2000 levels.  
· Service at non-hub airports, however, continued to decline, with scheduled departures dropping more than 17% from July 2000 levels.  
· In July 2005, scheduled departures at small, medium, and large hubs will continue to increase while service at non-hub airports is not expected to change materially from July 2004 levels.  

The service loss at non-hub airports has manifested itself in connections to airports of all sizes.  

· Compared to July 2000, scheduled flights from non-hub airports in July 2005 are down by 15% at large hubs, 29% at medium hubs, and 33% at small hubs.  

THE NEXT REAUTHORIZATION 

Financing FAA.  A major issue, particularly for the next Reauthorization when the existing ticket taxes are due to expire.  Like the Airlines, FAA is facing a significantly changed landscape.  While traffic is coming back, revenue into the Trust Fund is not.

· Between FY 2000 and FY 2003 annual revenues coming into the Trust Fund declined by 12%, from $10.5 billion to $9.3 billion.

· Between FY 2000 and FY 2004 FAA’s budget increased from $10.9 billion to $13.9 billion, an increase of nearly 28%.  

· In FY 2006, FAA’s budget is expected to exceed estimated Trust Fund revenues by $2 billion- maybe more depending on the final level appropriated for AIP and F&E.

· Within this backdrop, FAA and NATCA are starting contract negotiations that could be contentious, particularly since FAA has made it clear that it cannot afford a repeat of the 1998 agreement.  

There are a number of options on the table for financing FAA including user fees, changing the existing tax structure, and providing bonding authority for FAA.  

And you can expect there will be some heated deliberations about these topics in the pending Reauthorization.  Congress has already begun to hold Hearings on this issue.  

Next Generation Air Traffic Control.  A lot has been made about the new Joint Planning and Development Office, which is responsible for setting the course for the next generation of ATC.  

A major question here is how much money is needed for new initiatives and when.  Expectations need to be set for what exactly can be done in the 5 and 10 year benchmarks.  At the request of the House Aviation Subcommittee, we’ll be reviewing progress being made by FAA’s Joint Planning and Development Office.  

AIP and PFCs.  As always there will be discussions concerning PFC caps—Chicago O’Hare is already banking on a substantial increase in PFCs to help finance its modernization plan.  

And there will be discussions on the appropriate funding levels for the AIP account.  We are planning to take a look at these two areas over the next several months.    
Small Community Service.  As I said earlier, this is an area where service has not returned.  Funding for the EAS Program will be a subject of discussion—particularly in the Senate—As will be the scheduling practices of carriers and hub connectivity from small communities.  

In the next few months, we will be examining issues related to small community service, including the patterns of cancellations and delays imposed on service to and from airports in small communities.

Airline Customer Service Commitments.  As traffic rebounds, so have concerns about the commitments of the airlines to customer service.  The disruptions experienced by US Airways and Comair over the Holiday travel period were examples of the re-emergence of this issue.  At the request of Chairman Mica, we will be doing a follow-up to our FY 2000 report on the airlines’ commitments to customer service.  

Safety.  On the safety front, there will (as always) be a bevy of issues.  The pilot age 60 rule, FAA oversight of repair stations, and safety inspector staffing are several issues that come to mind.  

On the safety side, we’ll be looking at deployment of ASDE-X (a ground radar for reducing surface incidents), the certification process for foreign manufactured aircraft, and efforts to improve weather forecasting in terminal and en route facilities.  

We’ll also be looking at progress FAA is making in addressing controller staffing in light of the expected surge in retirements (12,500 over the next 10 years).  
CONCLUSION

Let me conclude by saying that I think it’s important to recognize that FAA, the U.S. air carriers, and you folks have all maintained a remarkable record, safety and otherwise.  

The contract tower program is an integral part of the National Air Space System, and many towers would not be operating today without the benefits of this program—And from a safety perspective that is critical. 

That concludes my remarks, I’d be happy to take any questions you might have.
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