26 December 2004

Mr. Don Bright

Assistant Director, Office of Airline Information

US Department of Transportation

Washington, DC

Re: 

Request for Public Comments, Bureau of Transportation Statistics

Docket No. BTS-2004-19380

Comments on 14 CFR Part 241 Reporting Requirements

Sir:

We are an aircraft appraisal company, one of a group of such companies employing ISTAT certified appraisers. We are routinely used by airlines, financiers, operating lessors, arrangers and the courts and offices of the federal government to appraise aircraft that are bought, sold, used as collateral for securitizations and enhanced equipment trust certificates, or subject to legal proceedings such as bankruptcies and mergers.

Our appraisal duties include initial and repetitive assessments of aircraft present and future values, and collectively, the opinions of this group of appraisers have a major impact on these often complex transactions. 

These transactions are vital to provide competitive, economic aircraft equipment to the commercial airline industry, and to maintain aircraft value and thus share-holder value by retaining liquidity and freedom of movement of the aircraft.

The major part of our craft is the consideration of individual aircraft transaction values. Due to the complication of different aircraft inventory, capability and condition, large quantities of data are essential, as individual transactions often have assets or liabilities not revealed and should seldom be used alone as indicators of value trends.

The ten year blackout of the Form 41 Schedule B-7 and Schedule B-43 data for most major airlines has done a disservice to the entire industry, even to the misguided airlines originally requesting the blackout. The blackout has deprived us of a major portion of real transaction data upon which the accuracy of our opinions depend.

While we have expanded efforts to develop alternative data sources, we as a group have not really found a satisfactory replacement for the Form 41 data, which once provided an estimated 4 times the data we can now reliably access. A further problem is the fact that the lost Form 41 data was reported with a known and consistent methodology that gave a level of comfort in its accuracy. No other source provides such a level of comfort.

The Form 41 data is vital to assess the value of both new and used aircraft. Those airlines that state revelation of such data is harmful to their financial affairs have never, to our knowledge, demonstrated how that is so, and we do not believe it to be so. Those airlines that state revelation of the data would be anti-competitive have it exactly backward. Basic economic theory holds that the more open and transparent the transactions, the more competitive the free market becomes.

The assertion that new aircraft real values have changed little in the past ten years is patently absurd. In the past ten years airframe manufacturer leadership has changed and is still hotly contested today. The chief weapons of this competition are historically high price discounts by the manufacturers fighting for market share. It is vital to the industry and its many private investors to be able to track the trends of these new aircraft values, which also set the pattern of future values and heavily influence the values of older aircraft.

It is true that other nations do not presently require publication of like data, although recent ICAO developments indicate a significant trend toward transparency of some financial data. The United States should be in the forefront, not the vanguard, of this movement, in harmony with this administration's support of free, open markets.

To directly address the posed questions:

1. We do use the DOT Form 41 Schedule B-7 and B-43 data, although its diminished size greatly impairs its usefulness. Our use is to combine the Form 41 data with all other sources for normalization and analysis to adjust for differences and then to chart values by curve matching and curve projection techniques. The more data available, the more accurate and supportable are our conclusions.

2. BTS should amend its confidentiality period by suspending the period entirely.

3. BTS should change the manner of collection (reporting) of this data to improve the accuracy of the data and eliminate or reduce the potential for duplication or disguise of specific transactions. BTS should routinely and promptly screen the received data for errors and require prompt correction of any error. Corrections should be published.

4. It would definitely not be in the public interest, nor in the interest of vital investors, nor in the interest of a free and transparent market, to grant the confidentiality requests.

We appreciate the opportunity to comment.

Fred Bearden

President
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T 949 582 8888,  F 949 582 8887

