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Chairman Petri, ranking member Costello and members of the subcommittee:

Thank you for the invitation to testify today to provide input on the benefits of NextGen
implementation. Deloitte published an extensive study this past May on the business case for
global implementation of Air Transportation System (ATS) transformation initiatives, with
particular attention to the U.S. NextGen program. My name is Tom Captain and [-am the lead
author of the study. That study was funded and performed independently by Deloitte and was
intended to provide input to the ongoing industry dialogue regarding quantification of benefits
and costs, funding, scope, timing and potential merits of these transformation and modernization

initiatives, It also identifies risks and challenges associated with this complex undertakiﬁg.

In our business case, we found that conversion to a satellite based positioning, navigation and
timing (PNT) system enaﬁles better pilot situational awareness, point to point and closely spaced
aircraft operations, continuous descent procedures and all weather air traffic operations, resulting
in significant reduction in weather and congestion related delays as well as reduced flight times.
We found that successful implementation of NextGen by 2025, using reasonably conservative
assumptions about future demand for travel, price increases of oil, and other factors, results in an
estimated net present value (NPV) of $281.3 billion and an internal rate of return of 44.8%. By
2026, the study found $29 billion of 1* year net benefits, which only increases each year
thereafter. This is made up of 830 million of gallons of jet fuel savings, 900 thousand hours of

time saved, and 6.8 million metric tons of carbon emissions avoided.
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it should be noted that we did not include several upside benefits that could make this Business
case potentially more positive, such as including general aviation and military aircraft operations.
Nor did the scope contemplate potential consolidation of National Air Space (NAS} operations,
more efficient air traffic control procedures, or reduction of legacy ground radar systems, for

example,

To provide additional insights about the business case, we examined three NextGen schedule
scenarios: (1) implementing as planned by 2025, (2) accelerating implementation by five years to
2020, and (3) delaying implementation by 5 years until 2030, We found that acceleration would
result in an additional $‘19.8 billion in NPV, and increases the IRR by 21.7%. Alternatively,
delayed implementation still has a positive business case, but resuits in an NPV reduction of
$47.6 billion and reduces the IRR by 13.5%. Additionally, the business case found these net
benefits would accrue to constituents as follows: 35.2% to airlines, 58.5% for passengers, 5.2%
to the government and 19.1% to the general economy. These savings are not only in fuel costs,
people’s time and emissions, but in less airplane maintenance and labor costs, insurance,
reduction in noiée, increased airspace capacity and overall economic benefit from a much more

efficient air transportation system.

As outlined in our study, to achieve these benefits there are a number of challenges and risks that
must be addressed to successfully meet the implementation timetables, These include, but are not
limited to funding, technology and program risk, regulatory reform, legal, air traffic control
procedures, technical and certification standards and harmonization, and workforce
transformation, In addition, the program continues to be impacted by program management
challenges of cost overruns and schedule delays due to technical complexity, requirements creep

and uncertainty as well as system verification and integration challenges. Due to the integrated



nature of these elements, success will be highly dependent on the ability to manage requirements,
cost and schedule in a coordinated manner as a program, A lag in only one of these elements,
could impact the ability to implement the whole program on schedule, thus the focus on

interdependencies is required.

Our study highlights considerations targeted at addressing a number of these concerns, which
include assessments on potential funding mechanisms to address NextGen equipage costs to
close the business case for airlines, as well as improved program management to include an
oversight or governance program fo better ensure overall programmatic performance and

accountability.

In summary, this business case study demonstrates that the return on investment for NextGen is
significant for all scenarios considered. While we found there is significant financial value in
accelerating NextGen, it is recognized that there are a number of challenges to realizing these
benefits and that our national focus should be on solving the issues that threaten achieving any
one of the implementation timetables. As we have stated publically, the business case appears to

be an open and shut case. The real challenge is in its execution,

Mr. Chairman, that concludes my statement. I will be happy to answer your questions at this

time.
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(1) Name: Tommy R. Captain
(2) Other than yourself, name of entity you are representing: Deloitte Consulting

(3) Are you testifying on behaif of an entity other than a Gevernment (federal, state, local)
entity?

If yes, please provide the information requested below and
attach your curriculum vitae,

(4) Please list the amount and source (by agency and program) of each Federal grant (or
subgrant thereof) or contract (or subcontract thereof) received during the current fiscal
year or either of the two previous fiscal years by you or by the entity you are representing:

Tom Captain is a principal of Deloitte Consulting LLP (Deloitte
Consulting), which is a subsidiary of Deloitte LLP. Deloitte
Consulting is a large federal government contractor which, collectively
with its affiliates (which include Deloitte & Touche LLP, Deloitte
Financial Advisory Services LLP and Deloitte Tax LLP}, performs
contracts in excess of $1 billion annually with the federal government.

In particular, Deloitte Consulting and its affiliates are currently
supporting approximately $2.3 million in contracts with Federal
Aviation Administration; none of these contracts are currently related
t0 the NextGen program. Moreover, Deloitte Consulting and its
affiliates plan to potentially in the future pursue certain contracts
and subcontracts that support or relate to the FAA's NextGen program.
These contracts could potentially include contracts with the US
Government that involve assistance with implementation or execution of
the NextGen program.

Finally, certain aviation and related industry clients of Deloitte
Consulting and its affiliates are likely to be impacted by the NextGen
program."
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