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the s623 professional helicopter Flight training device
A business case
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In this document:

· How much should I charge for the S623H?
· How much will the S623 Helicopter Simulator cost to operate?
· What can an operator expect for return on investment by using the S623?
· What are some typical flight school costs?
· What about IFR Operators, how can they benefit?
· How can Risk be mitigated?
· What are the benefits of Leasing?
· Sample Leasing Concept Spreadsheet
· S623 CASA Category B certificate
How much should I charge for the S623H?

· The S623H is a dual control, dual instrument (pilot/co-pilot set of instruments), Nav coupled auto-pilot with Flight Director (that can be controlled by either pilot or co-pilot) and 120 + degree visuals.  The rate for a similar trainer in Australia (no AP or dual instruments) is more than $400/hour dual.

· Students are Internet savvy and ‘shop’ around to get the best deals.  Any price reduction in flight trainer and real aircraft rates is attractive to students and pilots; they want to save money.

· You be the judge on what to charge.  The calculations below were made on a dual rate of $200 / hr (about half of the rate used above).  You could consider various scale of rates, example, a rate for students in an integrated course, a rate for pilots seeking recency, a rate for dual pilot LOFT and CRM training, etc.

How much will the S623 Helicopter Simulator cost to operate?

· Based on an average of 10 hrs per week:

	DOC items
	Cost per hour

	Housekeeping & general maintenance
	$1.00

	Insurance amortization
	$1.00

	Electricity consumption
	$1.00

	Miscellaneous
	$0.50

	Projector bulb amortization
	$0.75

	Equipment maintenance
	$0.75

	Total DOC
	$5.00


What can an operator expect for return on investment by using the S623?

· Based on $200/hour student charge, less $65/hr instructor fee and $5/hr DOC = $140/hr net profit.

· Assuming a monthly lease debt service of $3,866 (with a 20% deposit, over 5 years with residual $20,540 buy out) 

(see attached spreadsheet or calculate your own using spreadsheet calculator at www.simflight.com.au/Bplan.php ) 
	Training Hours
	Net Annual Profit
	Annual Tax Benefit

	Breakeven   ~4.5 hrs/wk
	$0
	+ $ see accountant

	Net Profit 
5 hrs / wk
	$5,196
	+ $ see accountant

	Net Profit 
10 hrs / wk
	$57,998
	+ $ see accountant


So if you do no more than 5 hours per week over the 5 years you will pay-off the residual in four years (any tax benefit not added), pay-off trainer and make a net profit of at least $23,000 + tax benefits and have reduced your risk level over those years.

Of course if you pay for the trainer outright, then every hour used in the trainer is a 90% net profit.

What are some typical flight school costs?

Command Instrument Rating – Ab-initio Course:

	Syllabus
	Ground School
	Aircraft R44
	Aircraft AS355 
	S623H

	
	Instruction 
	$700/hr dual
	$1800/hr
	$200/hr dual

	IREX
	$450/course
	
	
	

	40hours  
	
	14 hrs – $9,800
	
	

	
	
	
	6 hrs - $10,800
	

	
	
	
	
	20 hrs - $4,000

	CIR Test
	
	
	1.5 hrs - $2,700
	

	
	
	
	
	

	Totals
	$450
	$9,800
	$13,500
	$4,000

	
	
	
	
	

	Cost to Flight School
	Outsourced
	$5,600
	$9,000
	$   900


Figures shown are indicative only and do not reflect any particular flight school pricing structure.

	
	Using S623H Synthetic Trainer
	Aircraft Only

	Cost to Student: 
	$27,750 
	$37,300

	Cost to Flight School:
	$15,500
	$22,600

	Risk level
	50%
	100%


Although the profit level for the flight school is higher by using flight only training the cost to the student is appreciably higher and an unattractive proposition.  Profitability is dependent on attracting custom.  Offer a cost effective and interesting course will ensure a consistent custom.

The S623H also ensures that the Flight Schools risk level is less.  Training hours transferred from the real aircraft to the simulator reduces accident exposure by 50%.  

Training hours transferred from the real helicopter to the simulator increases the hours available to the real helicopter for further training or operations.

What about IFR Operators, how can they benefit?

Increase safety and reduce risk…simple as that.

Nature of helicopter flight is that IFR flight is not a regular occurrence as with fixed wing operators.  Operators and helicopter pilots need to be doubly aware of their recency levels.  

The nature of helicopter IFR is that it usually happens enroute and unplanned.  Fixed wing pilots have the luxury of planning their IFR flight before setting off.  Whereas helicopter pilots, especially in the emergency services field, regularly have to plan as they go and that includes transition from VFR to IFR and back to VFR.

Operators have a duty of care to ensure a high level of IFR recency amongst their pilots.  

The minimum amount of legal recency is:

	Recency Requirement (minimum)
	S623
	Aircraft R44

	2 hours/90days

Includes:

· All navaids endorsed

· Cross country IF

· 1 hr for single pilot 
	 $400
	

	1 hour in flight
	
	$700 through school or pilot does his own


Using the S623 saves the rated pilot 2 hours in the air each 90 days equating to a saving of $1300 + per 90 days or even more if using a medium twin turbine helicopter.

The above is the minimum, and any responsible operator knows that this is inadequate if a high degree of competency is sought.

One operator in Australia with a high standard of safety mandates, in it’s HOM, one hour of simulator IF recency per pilot every 14 days.  This is well above the minimum required.  To do this in the air is an enormous fiscal monkey on the back of the operator.

Furthermore it is recognised now that operators utilising two pilots or pilot and observer have incorporated CRM as a safety culture in their operation.  The S623 with its dual instruments and dual controls is ideal for practical CRM training in the form of LOFT (Line Orientated Flight Training).

IFR helicopter operators would benefit considerably from utilising a helicopter flight training device, such as, the S623, either provided through a third party organisation (Flight School, check & training organisation) or within their own organisation.

How can Risk be mitigated?

Increased risk means increased chance of an accident or incident occurring.  If an accident occurs you cannot escape the fiscal monkey getting on your back.  The financial burden can be enormous.

In aviation the aim is to transfer as much risk as possible to benign, low risk areas.

The flight simulator and synthetic trainer has been a major risk transfer tool for fixed wing operators for many, many years.

Up to now rotary wing flight trainers have been expensive and prohibitive to small flight schools and operators.  Example a basic Frasca with fixed single set of instruments and no AP could set you back ¾ of a million dollars or more.

The S623 rotary wing trainer with its modular upgradeable design costs a fraction of that price and now makes it possible for flight schools and corporate departments to own a helicopter flight training device and start to transfer some of that risk.

What are the benefits of Leasing?

SAVE YOUR MONEY
Why tie up your money in expensive capital equipment when you can rent and put your cash to better use?  There are no hidden costs either so that the monthly figure you're quoted is the final amount - fixed.   Just a few hours per month will pay your rental on the S623 model, the rest is in your pocket*.

* Based on S623 retail price over 5 years and an hourly rate of $165.  At this rate 3.1 hours per month will pay the rental, less when the tax benefit is calculated.

DEPOSIT REQUIRED?
No deposit is required.  Of course, if you wish to you can, to reduce your monthly repayments. 

SPREAD YOUR COSTS
By spreading your payments over 5 years you have no up-front lump sum with which to cope.  It's easier, more affordable and allows you to plan ahead.  From a business perspective it makes sense.

TAX INCENTIVE
Why rent?  A major economic advantage to renting is that Elite Airtrainer becomes fully tax deductible if you are using the Elite Airtrainer for work purposes.  Check with your tax advisor.  If you buy the S623 you can only tax deduct depreciation and any interest paid on a loan, whereas rent is fully tax deductible.  It makes sense to rent and then after your rental period has expired you can continue to rent or buy the trainer for fair market value.  What could be easier!
KEEP UP WITH TECHNOLOGY
Lets face it, technology, especially computer technology, changes fast.  Renting protects you from obsolete equipment.  Elite hardware and software is constantly improved and added to as technology advances.  You can upgrade during the rental period or at the end of the contract decide to return the trainer and upgrade to a new and better model.  It's your choice!  And of course you will be still covered by a 12-month warranty and ongoing product support.
