CAN YOU MAKE YOUR JET

PAY FOR ITSELF?

maybe not, but five steps can
sure cut your costs by Curt Epstein

AFTER BJT QUOTED LONG ISLAND, NY. businessman
Michael Pascucci's claim that his flights on his three aircraft
are "free" based on the offset revenue he earns from their
charter, we received feedback from readers questioning
whether this is truly possible. (See Center Stage,
October/November 2007, and Your Letters, December
200%January 2008.-Ed.)) Pascucci's accountant subse-
quently insisted that charter indeed covers all his
costs-right down to the pretzels and peanuts-but we decid-
ed to talk to some industry experts to get their opinions. Is
it really realistic for an aircraft owner to expect charter to
offset all his expenses? Responses from those we inter-
viewed ranged from highly skeptical to guardedly optimistic.

“We've certainly seen a lot of people try,” said Steve
Hankin, CEO of Sentient Flight Group in Weymouth, Mass.
“There are more people who thought they'd be able to do
it and didn’t than people who have been successful at it.”

David Rimmer, executive vice president of Ronkonkoma,
NY.-based airplane management company Excelaire,
agreed. “It's hard to achieve, and | think it's not a goal |
would go into aircraft ownership with,” he said.

Others, including Cyrus Sigari, president of the recently
formed very light jet management company Jetaviva, took
a more positive slant. “If the owner is flying 100 hours or
less [per year] and the operator has good scheduling con-
trol and can utilize the asset, it's very possible for it to get
close to breaking even or even making some money.”

Many expenses require evaluation before you can calculate
whether you're flying for free or at greatly diminished cost,
however. Along with the fixed and variable costs of operating
the aircraft, you must account for acquisition costs as well as
tax depreciation and any real depreciation. Tax depreciation
in particular is "a big part of the puzzle,” said Sigari.

But while tax situations and aircraft depreciation vary
widely and play crucial roles in determining whether you
can achieve zero-net-cost flying, our experts agreed that
you must follow certain ground rules to even have a shot at
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covering your ownership costs with charter revenue. Here's
what you must do:

1. Find the ”ﬂm Management. “vour revenue stream is only

as good as the company that charters your aircraft,” said
Kenneth Starnes, CEQ of Woodstock, Ga.-based Cerulean
Jet. If a company is aggressively marketing your aircraft to
its clients, [covering all your costs] is certainly achievable.”

Rimmer agreed. “You're depending on the business that
your charter company has,” he said. "You want to make
sure that it has the demand to keep your airplane as busy
as you want it to be."

2. Say goodbye 10 8asy ACCESS. To maximize charter revenue,

you've got to make your aircraft available for customers as
much as possible, which can be tough. New owners “don't
always want their shiny airplane to be in the hands of
strangers,” said Rimmer. And the times when demand for
charter is highest may also be the times when you most want
to use the aircraft yourself. Considering how rarely the aircraft
might be available to you, said Hankin, “you have the question
of, ‘Are you better off just being a charter client yourself?""
Michael Leeds, president of the Long
Island, NY.-based jet management compa-
ny FlightStar, commented similarly. “If you
fly the plane 200 hours a year and keep it
out of the charter market, you won't get
nearly the economic value that you could if
you fly 25 hours a year,” he said. Another
factor is that your own use boosts costs; the less you fly the
aircraft, the less charter income you need to break even.
Scheduling flexibility is crucial. “It is impossible for you to
demand the airplane for 20 days a month” and still come out
ahead, Starnes said. "The charter company needs to be able
to get that aircraft when it needs it, and it needs to be available
at least 75 percent of the time" to make profitability possible.
Some owners rely on flexibility in their own schedules to

ONE KEY FACTOR IN HOW MUCH
CHARTER REVENUE YOU CAN
GENERATE IS THE AIRCRAFT ITSELF.
NEW, EFFICIENT, RECOGNIZABLE
MODELS HAVE A DECIDED
ADVANTAGE OVER OLDER AIRCRAFT
FOR WHICH LESS DEMAND EXISTS.

NEW OWNERS “DON'T ALWAYS
WANT THEIR SHINY AIRPLANE
IN THE HANDS OF STRANGERS.”



achieve greater availability. "If you insist that you go home
New Year's Day, you're cutting out a day when the charter

outfit will probably have the ability to get even more business
than usual at a higher rate," Leeds explained. “What | do all

the time is say, 'OK, I'll go the day before or the day after or
later in the day to accommodate customers.”

Some owners take the opposite strategy, setting out
their usage needs months in advance, according to Bob
Seidel, senior vice president and general manager of air-
craft management and charter for Jet Aviation. "Our best
arrangements are what we call ‘look and book." The owner's
flight schedule is clearly defined, and if the airplane is not
down for maintenance and not flying for him, we can make
it available for charter,” he said. "We don't have to go back
to the owner and ask for permission.”

3. 60 where the aCtion is. “Does it help to be in a geograph-
ic area that's got a population with higher net worth?
Absolutely!” said Jetaviva's Sigari, whose outfit is based at
Van Nuys Airport in Los Angeles. “There are quite a few
affluent individuals around our area, which makes it a lot
easier for us to generate revenue with our airplanes.”
Seidel agreed. "An airplane is more likely to be chartered
if it's where people who want to charter are located or want
to go,” he said, adding, "Say you have the best airplane in
the world. If it's in Kansas and all the charter for it is on the
coasts, then every time you chartered that airplane, you'd
have to fly it to the coast before you even begin the charter
and then at the end you'd have to fly it back to Kansas."

4. Choose a profitable aimlane. a iot of the potential profitabil-
ity in a charter situation depends on the aircraft itself. With the
recent spike in fuel costs, newer, more efficient aircraft have a

decided advantage. “For all aircraft, there comes a time when
they become less efficient and less desirable,” Leeds said. For
some older business jets that time has come.

Recalled Excelaire's Rimmer: “We had a conversation just
the other day with the owner of a [Gulfstream] Gl who was sur-
prised to hear that with the operating costs, he might actually
lose money chartering out the airplane.” In addition to higher
fuel costs, owners of older aircraft face a catch-22 situation: |
think it's harder with older aircraft, because the more you fly
them, the more they need maintenance,” said Hankin.

There is also a customer preference for newer aircraft.
“The newer the model, the better chance it has of being
competitive out in the charter market," Starnes said.

Another factor is how recognizable your aircraft is. “The
more you have to explain an airplane to people, the harder
it is to charter,” said Rimmer. “People like name brands. You
don't have to explain a Gulfstream or Global Express.”

5. SE" Ihﬂ [Il]hl ||IU|1[S Once your aircraft is chartered, the

type of flights for which it is selected can contribute to the
bottom line. “The most advantageous flights in terms of the
maximum efficiency of the aircraft and thus the lowest
operating costs are long-range trips where you burn all the
fuel,” said Jet Aviation's Seidel. "You're not tankering a lot
of fuel at the end of the day from point A to point B and
you're able to fly at very high altitudes.”

Owners should monitor how charter operators use their
aircraft, Rimmer said. “The reality is that every charter man-
agement company has to service its clients by doing both
the better trips and the less productive trips,” he explained.
“You just want to keep an eye on how many of those good
trips your airplane’s getting and be realistic about whether
good trips are a reasonable expectation in your airplane.”

three charter aircralt compared

While flying entirely for free isn't easy, charter revenue can certainly cover much of AVERAGE TOTAL COST PER HOUR BASED
your costs. To show how many charter hours you'd need to recoup your fixed annual ON THE NUMBER OF HOURS FLOWN

(includes fixed and variable costs)

CRUNCHING THE NUMBERS No. of hours Citation V Hawker Gulfstream
chartered | “Ietion 800XP GIV-SP
Hawker | Gulfstream
GIV-SP 200

and variable hourly expenses, we examined figures for three popular charter aircraft.

Citation V

800XP $3.634

§3.039

82,147 $§7667

VARIABLE COST PER HOUR $1,850 §2,314 $3.608 $.770 $6.380
ANNUAL FIXED COST (see NoTE) $356,794 $436,976 $771,799 400 s2.742 $6731
HOURLY CHARTER RATE $621 $3.162 $5,356 500 $2.563 §5,351
FUEL SURCHARGE ESTIMATE $2,766 775 $1.218 600 $2,445 $3.042 $5.094
FULL HOURLY CHARTER RATE $2,766 §3.937 $6.574 700 $2.360 $2.938 $4.910
HOURLY CHARTER REVENUE TO OWNER ] i 800 52286 §2.860 §4.772
(FULL RATE, LESS 15% TO MANAGEMENT COMPANY) arnnner a00 §2.246 §2,799 $4,665
CHARTER HOURS NEEDED TO BREAK EVEN 4 1.000 $2.20 52,751 $4,580
(CHARTER REVENUE PER HOURS EQUALS TOTAL COAST PER HOUR) 1,100 21714 $2.1 $4.509

1,200 $2,147 $2.678 $4.451

count far capital/Tnancing/oppartuney costs. depeecratnn deductions, whech vary widely from owner
e Conkdin & de ar. Charter rabes source: sirchaneequide.com Nere: Red dash line indicates sppravimate break-even number of hous.
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