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Executi ve Summary

This regul atory eval uati on exami nes the costs and benefits of the final
rule that will tenporarily limt the nunber of commercial air tours that
may be conducted in the Special Flight Rules Area of the Grand Canyon
National Park. This rule is necessary as part of an effort to achieve
the statutory nandate inposed by Public Law 100-91 of providing
substantial restoration of natural quiet and experience in Grand Canyon

Nat i onal Park.

The estimated | o-year cost of this regulation will be $155.4 nillion or
$100.3 m!llion, discounted. The majority of the impact of this
regulation will be $154.3 million ($99.6 nmllion, discounted), in |ost
revenue (net of variable operating costs) due to the inposition of air
tour operations linmts. After two years, this requirement my be
reviewed and subject to change. At the end of the two years review, the
cost in lost revenue will be $13.2 million ($11.9 mllion, discounted).
The status of the quiet technology rulemaking and the Conprehensive
Aircraft Noise Managenent Plan will also be taken into consideration at
that time. The estimated |o-year cost of the other provisions to air
tour operators, which includes (1) reporting four tines annually, (2)
filing of flight plans, (3) transfer of allocations and (4) requesting
nodifications and initial allocations, is $30,000 or $23,000, di scount ed,
FAA costs include those associated with initial allocations, annual
recording and tracking, transfers of allocations, and filing of flight
plans. These FAA | o-year costs are estimated at $1.06 nillion ($746,400,

di scount ed).

Exceptions to the operations limtation will be granted to certain
operators conducting air tours the Hualapai Reservation. By granting

these exceptions, the Hualapai Indian Tribe will benefit froms$4.9




mllion ($3.1 million, discounted) in cost relief over the sane | o-year

peri od.

One benefit of this rule is its contribution toward neeting the statutors
mandate of substantially restoring natural quiet in Gand Canyon National
Park (GcNp). Quantifiable benefits are the use benefits perceived by
individuals fromthe direct use of a resource such as hiking, rafting, or-
sightseeing. The estimated |o-year use benefits for ground visitors
only, as a result of this rule, are $20.36 mllion, discounted at 7

“ percent (assuming only the air tour limitation rulemaking is

inplemented). In addition to these use benefits, this rul emaking may
generate non-use benefits. The non-use benefits of this rule along with
the associated rule and commercial air tour routes notice include
reduction in existing cormercial air tour aircraft noise inpacts to
certain traditional cultural properties of inportance to several Native
American Tribes and Nations in the vicinity of the Gand Canyon National
Park (however, some traditional cultural properties in the vicinity of
the direct routes fromlLas Vegas to the Gand Canyon Airport wll receive
an increase in noise). Related benefits to these Native Americans
include protection of their religious practices from interference from
overhead commercial air tour aircraft flights. The FAA at this tine,
does not have adequate data to estinmate any of these non-use benefits of
comercial air tour aircraft noise reduction at the Grand Canyon Nationa.:
Park and adjacent traditional cultural properties, but believes that they
are significant. The FAA is promulgating this rule in response to a

congressi onal nandat e

The final rule will inpose a significant economic inpact on a substantial
nunber of small entities. In terms of international trade, the rule will
nei ther inpose a conpetitive trade disadvantage to U S. air carriers

operating donestically nor to foreign air carriers deplaning or enplaninjy




passengers within the United States. This rule does not contain any
Federal intergovernmental or private sector mandates. Therefore, the
requirenments of Title Il of the Unfunded Mandates Reform Act of 1995 do

not apply.
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1. I ntroducti on

Thi s document contains an analysis of the costs and benefits of the
Federal Aviation Administration (FAA) Final Rule that will tenporarily
limt the nunber of commercial air tours that may be conducted in the
Special Flight Rules Area (sFra) of Grand Canyon National Park (Gcwp).
The final rule also will revise the current reporting requirements for
commercial air tours and add Visual Flights Rules (vFRr) flight filing
requirements to enable the FAA to nonitor and enforce the operational
l'imtation. These changes will allow the FAA and the National Park
Service (Nps) to limt and further assess the inpact of aircraft noise

on GCNP.

In addition, this rule pronul gates non-substantive changes to 14 CFR
part 93 subpart U to inprove the organization and clarity of the rule.
This rule is one part of an overall strategy to control or reduce
aircraft noise on the park environment and to assist the NPS in
achieving its statutory mandate inposed by Public Law 100-91 of

provi ding substantial restoration of natural quiet and experience in

G and Canyon National Park.

The primary intended benefit of this rule is its contribution toward
achieving this statutory nandate, and is estimated two ways in this

anal ysi s. First, an estimate is nade (based on the Integrated Noise
Model (INM) of the percent advancenent the rule would provide toward the
goal. Second, an estimate is nade (based on consuner surplus anal ysis)
of the increased dollar value of enjoynent that the rule will contribute
towards ground visitors, due to reduced future aircraft noise in the
park. However, this latter estimate has to be reduced to reflect the
decreased val ue of enjoyment attributed to future consumers of air tours

denied this neans of viewing the Gand Canyon as a result of the rule




The costs of this rule fall into the follow ng categories®:
e Reduced net operating revenue to commercial air tour operators;

e Increased commercial air tour operator costs of conplying with the
additional reporting requirenents; and

e Increased FAA costs of on-going processing and analysis of the
additional data provided by comrercial air tour operators (e.g.
tracking and nonitoring flight plan detail; uploading and anal yzi ng
quarterly report information; and managing allocations including
transfers).

A) History

To address the problenms associated with increasing air tour traffic over
GCNP, the FAA initiated regulatory action in the summer of 1986, and
then issued Special Federal Aviation Regulation (sFar) No. 50 on March
26, 1987, establishing a special flight rules area (SFRA) and flight
regul ations in the vicinity of the park (52 FR 9768). The FAA

regul atory action and subsequent SFAR followed a midair collision
between two commercial air tour aircraft over GCNP on June 18, 1986.2
The sFAR was designed to reduce the risk of midair collision and terrair
contact accidents below the rimlevel. These requirements were nodified

and extended by SFAR 50-1 (52 FR 22734, June 15 1987).

This sFarR was further nodified on May 27, 1988, when the FAA issued SFAF
No. 50-2, revising the procedures for aircraft operation in the airspace
above the GCNP (53 FR 20264, June 2, 1988). SFAR No. 50-2 al so extended
the sFrA fromthe surface to 14,499 feet above nean sea level (MSL) in

the area of the Grand Canyon. The followi ng were inplemented under SFAF

! Although not a cost consideration in this rulemaking, the FAA also has
determned that this rule will result in a reduction in GCNP i ncone
(overflight and visitor gate fees) to the National Park Service.

2 The mdair collision involved a de Havilland DHC-6, TwWin Qter_and a
Bel | Jet Ranger helicopter and resulted in 25 fatalities. he Tw n

O ter was operated under part 135 by Grand Canyon Airlines, Inc. and the
hel i copter was operated under part 91 by Helitech, Inc. which no |onger
conducts commercial air tours in the Canyon.



50-2 as well: 1) prohibited flight below a certain altitude in each of
the five sectors of this area, with certain exceptions; 2) established
four flight-free zones fromthe surface to 14,499 feet MsL; and 3)

provided for special routes for air tours.

In 1987, Congress enacted Public Law 100-91, commonly known as the
National Parks Overflights Act. Public Law 100-91 stated, in part, that
"noi se associated with aircraft overflights at GCNP [was] causing a
significant adverse effect on the natural quiet and experience of the
park and current aircraft operations at the Gand Canyon National Park
have raised serious concerns regarding public safety, including concerns

regarding the park users' safety."

Section 3 of Public Law 100-91 required the Department of Interior (DOI)
to submit to the FAA recommendations to protect resources in the Gand
Canyon from adverse inpacts associated with aircraft overflights. The
| aw nandated that the recomrendations provide for "substantial
restoration of the natural quiet and experience of the park, protection
of public health, and safety from adverse effects associated wth

aircraft overflight."

In Decenber 1987, the DOI transnmitted its "G and Canyon Aircraft
Management Recommendation” to the FAA, which included both rul emaking
and non-rul enaking actions. Public Law 100-91 required the FAA to
prepare and issue a final plan for the managerment of air traffic above
the gceNp, inplenenting the recommendati ons of DOI without change unless
the FAA determined that executing the recomrendati ons woul d adversely

affect aviation safety.

A second major provision of section 3 of Public Law 100-91 required the

DOI to submit a report to Congress discussing “whether the plan has



succeeded in substantially restoring the natural quiet in the park; and
such other matters, including possible revisions in the plan, as my

be of interest."

On Septenber 12, 1994, the por submitted its final report and
reconmendations to Congress. This report, entitled, "Report on Effects
of Aircraft Overflights on the National Park System’ (Report to
Congress), was published in July 1995. The Report to Congress
recommended numerous revisions to sFAR No. 50-2 in order to
substantially restore natural quiet in GcNp. Recommendation No. 10,
which is of particular relevance for this rul enaking, states: "Ilnprove
SFAR 50-2 to Effect and Maintain the Substantial Restoration of Natural
Quiet. at Grand Canyon National Park." This recomendation incorporated
the follow ng general concepts: sinplification of the commercial
sightseeing route structure; expansion of the flight-free zones;
accommodation of the forecasted growth in the air tour industry;

proposi ng phase-in noise efficient/quiet technology aircraft; tenporal
restrictions ("flight-free" time periods); use of the full range of

met hods and tools for problem solving; and institution of changes in
approaches to park managenent, including the establishnment of an

acoustic nonitoring programby the Nps in coordination with the FAA

On June 15, 1995, the FAA published a final rule that extended the
provi sions of SFAR No. 50-2 to June 15, 1997 (60 FR 31608), pendi ng

i mpl ementation of the final rule adopting DOI’s reconmendati ons.

On Decenber 31, 1996, the FAA issued a final rule (61 FR 69302)

i mpl ementing many of the recomendations set forth in the NPS report
including: flight-free zones and corridors; mninum flight altitudes;
general operating procedures; curfews in the Dragon and zuni Poi nt

Corridors; and a cap on the nunber of commercial sightseeing aircraft



that could be operated by air tour operators in the sFra. This final
rule was issued concurrently with a Notice of Proposed Rul emaking
regarding Noise Limtations for Aircraft Operations in the Vicinity of
G and Canyon National Park; a Notice of Availability of Proposed
Commercial Air Tour Routes for Grand Canyon National Park and Request
for Comments: and an Environnmental Assessnment. The final rule was

originally scheduled to becone effective May 1, 1997.

On February 26, 1997, (62 FR 8861) the FAA published a delay of the
"effective date to January 31, 1998, for those portions of the December
31, 1996, final rule that (1) define the Grand Canyon SFRA (14 CFR
93.301), (2) define the flight-free zones and flight corridors

(14 CFR 93.305), and (3) establish mnimum flight altitudes in the
vicinity of the GCNP (14 CFR 93.307). The February 26, 1997, final rule
al so reinstated the corresponding sections of SFAR 50-2 until January
31, 1998 (flight-free zones, the Special Flight Rules Area, and m ninum
flight altitudes). On Decenber 17, 1997, the effective date for these
sections was del ayed to January 31, 1999 (62 FR 66248) . On Decenber 7,
1998, the effective date for 14 CFR 93.301, 93.305, and 93.307, was

del ayed until January 31, 2000 (63 FR 67543).

The FAA's final rule was challenged before the U S Court of Appeals for
the District of Columbia Gircuit by the following petitioners: Gand
Canyon Air Tour Coalition; the Clark County Department of Aviation and
the Las Vegas Convention and Visitors Authority; the Hualapai | ndian
Tribe; and seven environnental groups led by the Gand Canyon Trust.

The Court ruled in favor of the FAA and upheld the final rule.



Interagency Working G oup

On Decenber 22, 1993, Secretary of Transportation Federico Pefia and
Secretary of the Interior Bruce Babbitt formed an interagency working
group (IwWG) to explore ways to limt or reduce the inpacts from
overflights on national parks, including the ceNp. Secretary Babbitt
and Secretary Pefia concurred that increased flight operations at GCNP
and other national parks have significantly dimnished the national park
experience for some park visitors, and that measures can and should be
taken to preserve a quality park experience for visitors, while
providing access to the airspace over the national parks. The FAA has
been working closely with the Nps to identify and deal with the inpacts

of commercial air tours on the GCNP.

The 1wa’s goal through this rulemaking is to prevent the aircraft noise
situation from worsening. Concurrently, with this final rule, the FAA
also is issuing a Notice of Availability of Routes; Disposition of
Conments whereby it indicates certain nodifications to routes through

the sFrA; and a final rule establishing airspace nodifications.

The FAA also continues to work on the rulemaking initiated on Decenber
31, 1996 proposing quiet technology aircraft. Al of these steps are
ai med at reducing the inpact of aircraft noise in the gecne. Once the
comercial air tour limtation and the new routes are inplenented, the
FAA and NPs will be able to nore closely determ ne whether these noise
mtigation strategies have resulted in substantial restoration of
natural quiet or whether additional steps should be taken to reach the

statutory goal



President's Menorandum

The President, on April 22, 1996, issued a Menorandum for the Heads of

Executive Departnents and Agencies to address transportation inpacts on
national parks. Specifically, the President directed the Secretary of

Transportation to issue proposed regul ations for GCNP that woul d place

appropriate limts on sightseeing aircraft to reduce the noise

i medi ately and make further substantial progress towards restoration of
natural quiet, as defined by the Secretary of the Interior, while

mai ntai ni ng aviation safety in accordance with Public Law 100-91.

This nmenorandum also indicated that, with regard to overflights of the
GCNP, "should any final rulemaking deternine that issuance of a further
managenent plan is necessary to substantially restore natural quiet in
Grand Canyon National Park, the Secretary of Transportation, in
consultation with heads of relevant agencies will conplete within 5
years a plan that addresses how the Federal Aviation Adm nistration and
the National Park Service" wll achieve the statutory goal. Any such
pl an shall be conpleted not nore than 12 years fromthe date of this

di rective (2008).

Proposed Rul es

On July 9, 1999, the FAA published two NPRM’s (Notice 99-11 and Notice
99-12) to assist the NPs in achieving the statutory mandate inposed by
Public Law 100-91 to reduce the inpact of aircraft noise fromcomercial
air tours on Gand Canyon National Park (GCNP). In the 1994 Report to
Congress, the NPs had identified air tour aircraft as a significant

contributor of aircraft noise in the GCNP.




Notice 99-11, Modification of the Dinensions of the G and Canyon

National Park Special Flight Rules Area and Flight Free Zones, (64 FR

37296, Docket No. 5926) proposed to nmodify the dinensions of the G and
Canyon Special Flight Rules Area (sFra). The proposed changes to the
SFRA woul d nodify the eastern portion of the SFRA, the Desert View
Flight-Free Zone (FFz), the Bright Angel FFz and the Sanup FFz. Notice

99-12, Commercial Air Tour Limtations in the Grand Canyon National Par}l:

Special Flight Rul es Area, (64 FR 37304, Docket No. 5927) proposed to

limt the nunmber of commercial air tours that may be conducted in the
SFRA and to revise the reporting requirenents for comrercial air tour

operations in the SFRA; this rulenmaking finalizes this rul emaking.

Wiile the FAA sought comment on all parts of the NPRM’s, the FAA
specifically requested commenters to address the following natters in
Noti ce 99-12:

e \Wether the FAA should use a 5 nmonth peak season (May - Sept), a
three nonth peak season (July - Septenber), or no peak season for
purposes of assigning allocations;

e \Wether the tinme reported on the quarterly report should be expressec
in Universal Coordinated Tine (urc), Mountain Standard Tinme, or
anot her tinme neasurenent;

e \Vhether reporting should be inposed as a condition of an FAA Form
7711-1 Certificate of Wiver or Authorization and, if so, whether
the requirements of proposed § 93.325 would be appropriate for such
oper ati ons;

e \Whether 180 days is a proper neasurenent of tine for the use or |ose
provi sion proposed in § 93.321;

e \Wether the initial allocation reflects business operations as of the

date of this notice; and



¢ \Wiether the allocations should renmain unchanged for any specific

period of tine.

On July 20, 1999, the FAA published a notice announcing two public
meetings on the NPRM. The neetings, which were held on August 17 and
19, 1999, in Flagstaff, AZ and Las Vegas, NV, respectively, sought
addi tional comment on the NPRM’s and on the draft suppl enent al

envi ronnental assessnent.

Conpr ehensi ve Noi se Management Pl an

The Conprehensive Noi se Managenent Plan (CNMP) is the overall process
that the Federal Government will use to control and nonitor noise
conditions in GCNP to achieve the statutory goal of substantial
restoration of natural quiet. This plan is part of the Nps’s overall
effort to reduce noise levels fromall sources within the park, as

called for in the NPS’s 1995 General Managenment Plan.?

As discussed above, the effective date for a portion of the 1996 final
rule was delayed. Additionally, the NPRM for Noise Limtations for
Aircraft Qperations in the Vicinity of Gand Canyon National Park has
not been finalized. As a consequence the FAA and Nps have had to del ay
the process of devel oping a noise management plan. Wrk to date has
primarily focused on devel oping a database of air tour operations and

developing a plan to inprove noise nodeling at the Gand Canyon.

3 Noi se reduction steps conpleted or currently in progress by Nps at the
GeNp i nclude: contracting for the use of a quiet technology aircraft
(MD-900 NOTAR) and an airplane to use for emergency and administrative
needs; planning for light rail, electric buses and other mass transit
systens to reduce traffic congestion; converting to new quieter outboarc.
motors for boats on the Colorado River; inplementing road restrictions;
and wilderness nmanagenment planning using, in part, noise related

i ndi cators and standards.




B) Commercial Air Tour Industry Profile

The Grand Canyon is the nost active commercial air tour location in the
United States. Based on Gand Canyon air tour operator response to the
reporting requirenents contained in §93.317 and comments cont ai ni ng
additional statistical detail, the FAA has revised its origina
estimates for the first full year of reporting (May 1, 1997 through
April 30, 1998) - hereafter referred to as the baseline period, from
approximately 88,000 to 90,000 commercial air tours. These air tours

" provided aerial view ng of the Canyon to about 642,000 passengers, and

accounted for just under $100 million ($99.3 mllion) in revenue.*

According to the United States Air Tour Association (USATA), for each $:
spent on an air tour of the Canyon, an additional $1.50 in air tour
related revenue is generated. This suggests a GCNP air tour nultiplier
of 2.5. The nearly $100 million in revenue resulting from GCNP air
tours alone, therefore, would approximate $250 nmillion in conbined

revenue fromair tours and other air tour related business.'

About 50 percent of the ‘air tours conducted over the Grand Canyon

originate at one of four airports located in Las Vegas and surrounding

* These estimates do not take into account the tours conducted in
pressurized aircraft operated above the sFra by one of the operators.
The FAA estinmates the nunber of such tours to have ranged between 1,500
and 2,000 from My 1, 1997 through April 30, 1998. Thi's would account
for %Fother 60,000 to 80,000 air tour passengers during the baseline
period.

> The FAA estinates that about $4 nmillion of the additional revenue
generated by comercial air tours is a result of the so-called
overflight fee assessed air tour operators by the NPs, as well as gate
fees assessed air tour passengers taking the ground portion of an
air/ground tour package

10




area (point-to-point).® Forty-seven percent originate at Gand Canyon
Airport in Tusayan (fixed-base, non-stop) and the remaining 3 percent
originate elsewhere.’" According to air tour operators, the tours
operate at about 90 percent of aircraft seating capacity on average

during the year, but vary by operator, type of tour, and season.

The FAA has al so evaluated the new data for the time period May 1, 1998
through April 30, 1999 (the year follow ng the baseline period). It
appears that the overall air tour business has declined for the Grand
Canyon air tour industry. FAA data shows that the change in total Granc
Canyon air tours dropped from 0,000 to 85,000 or 5.7 percent fromthe
original baseline period. The overall decline in Gand Canyon air
tours, however, is not uniform anobng the air tour markets within the
Canyon. The Las Vegas airplane operators of air tours reported the nost
significant drop of 16.3 percent, a decline likely reflecting the
serious inpact of the Asian crises on this market. The custoner base
for these air tours is drawn largely from Japanese and other Pacific
Basin popul ations. The Las Vegas helicopter tour market, which draws
from a customer base conprised primarily of North Americans, reported a
27.0 percent growth between the baseline period and May 1998 - April

1999.%® On the east-end, the Tusayan and other airplane operators' air

¢ The four airports are McCarran International and North Las Vegas
Airports in Las Vegas; Boulder City Minicipal Arport in Boulder Gty,
NV; and Henderson Executive Airport in Henderson, NV. One helicopter
operator's base of operations is located on Las Vegas Blvd., also known
as the "strip", in downtown Las Vegas. This operator currently conducts'
only "air only" tours inside the GCNP SFRA; his primary tour business
appears to be scenic tours of Las Vegas, not subject to this rulemaking.

7 O her originating points include Page, Sedonna, Fl agstaff, and
Phoenix, AZ, as well as Santa Fe, NMand Bryce Canyon, UT. Several of
the air tours offered by these operators, particularly those operating
out of Page and Bryce Canyon, are "air only" tours of which the Gand
Canyon is only one of the sites viewed during the course of the tour.

8 This growth does not include the newy energi ng Canyon Descent air

tour market. These air tours originate from Gand Canyon West Airport
and are conducted outside the GCNP SFRA.

11



tour business declined 8.2 percent, but Tusayan helicopter air tours
were unaffected (less than a one percent drop, 0.3 percent). The east-
end air tour custoner base is largely North Anerican and Wstern

Eur opean.

A conparison of total air tours reported in each of the corresponding
trinmester reporting periods for 1997-1998 and 1998-1999 gives no clear
trend that Grand Canyon air tour business is inproving. Al though
declines in air tours subsequent to the summer seasons are |ess

busi ness continued to fall through the 1998-1999 reporting period. As
can be seen in the following table, the changes in total Gand Canyon
air tours between the respective trimesters for 1998-1999 conpared to

those for 1997-1998 are: -9.3 percent, -0.3 percent, and -5.5 percent.

Total GgeNp Air Tours And Percent Change

May - Aug [ Sept - Dec | Jan - Apr Tof al |
BaseliTne Period 42,600 28,325 19,325 950,250
(May 1997 - April 1998) |
(May 1998 - April 1999) 38,600 28,250 18,250 85,100 |
Percent Change (9.4%) (0.3%) (5.6%) (5.7%) |

During the baseline period, twenty-four operators filed trinester
reports in accordance with § 93.317. O these, 17 conducted airplane
air tours, 6 conducted helicopter air tours and one operator conducted
air tours using both types of aircraft. Airplanes range from single

engi ne Pipers and Cessnas with 3 passenger seats to deHavilland Twi n

Qters with 19 passenger seats. Mst of the helicopter fleet is

conprised of Bell nodels with seating for 4 to 6 passengers

Fifty-five percent of the commercial air tours recorded during the

baseline period were conducted in airplanes; 45 percent were conducted

12




in helicopters. The airplane tours accounted for just over 70 percent
of the passengers and gross operating revenue. For the baseline year,
229 different aircraft (airplane and helicopters) were operated at one
time or another, but on average, about 110 were used each day. On the
hi ghest aircraft count day, 161 different aircraft (70 percent of the
total available fleet) were utilized. During the winter or on a

"weat her" day, fewer than so (20 percent of the total available fleet)

m ght only be used.

As noted above, GCNP air tour operators offer both airplane and
helicopter tours of the Grand Canyon. For each of the two types of
aircraft, they offer an extensive and varied range of tour packages. At
one end of the spectrumare short, 35 to 55 minute quick ‘turn-around"
tours in the Grand Canyon's Dragon and zuni Point Flight Corridors, and
90 mnute to 2-hour tours of the Grand Canyon's sout hwest corner along
the Col orado River south of the sanup Flight-Free Zone. The above tours
are known as fixed-base, non-stop or "air only” tours, because they
depart from and return to the same airport without an interim |anding,
these tours are priced between $70 and $100 for airplanes and between
$90 and $160 for helicopters. The heaviest concentration of such tours
(about 43,000 in the baseline period) originates from G and Canyon
Airport located at Tusayan, Arizona. By contrast, the nunber of "air
only" tours (both airplane and helicopter) south of the Sanup Flight-

Free Zone area was just under 19,000.

At the other end of the spectrum are point-to-point transportation/tour
flights or "air-ground" tours, because they provide transportation from
one location to another and include a tour of the Canyon along the way.
The nost popul ar of these tours (about 25,000 in the baseline period) is
an extended day-long airplane tour which includes a guided ground tour

featuring the South Rim IMAX Theater (optional) and Grand Canyon

13




Village. Mst of these tours originate in Las Vegas and fly the breadth
of the Canyon before landing at Grand Canyon Airport in Tusayan. Anbng
the variations of this basic tour are overnight hotel accommdations at
Grand Canyon Village or one of the east-end helicopter tours cited
above. The basic tour price is around $200, but can exceed $300

depending on the additional tour options

Hel i copter tours available at this same end of the spectrum are hal f-day
excursions to the Hualapai Reservation (hereinafter, the Reservation)
featuring riverbank or belowrim bluff landings in the west-end region
and daylong or overnight excursions to supai Village in the east-end
region. The west-end air tours originate in Las Vegas and the east-end
air tours originate in Tusayan. Both of these helicopter tours
accounted for 7,000 to 8,000 air-ground tours during the baseline

period. The basic price is about $300 for the former and $400 for the
|atter, but prices can range higher in each case depending on the

addition of available tour options

Most west-end helicopter operators providing air tours along the
Colorado River to the Reservation have entered into contractual
agreements with the Hualapai Tribe. The total revenue generated to the
Tribe from these agreenents, including revenue derived from passengers
for the ground tour portion of the package, is estimated to be about
$1.8 million ($2.1 mllion if the corresponding airplane contracts and
tour packages are factored in). Simlarly, on the east-end, one
hel i copter operator is contracted to provide air tour support (operated
under FAA Form7711-1 Certificate of Waiver or Authorization) to the
Havasupai | ndian Tribe; the value of this contractual arrangenent is

unknown.
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The west-end helicopter operators conducting air tours along the

Col orado River south of the sanup Flight-Free Zone are pernmitted to
descend to the Canyon floor or to points below the rimonce on the
Reservation as part of their contractual arrangements with the Tribe
These descents with landings are limted to about 30 minutes each
(again, by contractual agreenent) and are time coordinated anong the
operators to maximze the total amunt of quiet time for the passengers
A recently introduced option features an airplane tour to and from Granc!
Canyon West Airport with a transfer to a helicopter to descend to the

" Canyon floor at the airport.

During the summer nonths air tours are conducted continuously throughout
the day with nminimal down tinme between tours. Air tour aircraft also
generally operate at nearly full wutilization of aircraft seating
capacity during this season. During the winter nonths, however, denand
for geNp air tours is reduced and some aircraft are taken out of GCNP

air tour service and may re-allocated for use el sewhere.

About 60 percent of all tours occur during the Muy-Septenber nonths.
The FAA has also determined that during the summer season, the highest
frequency of air tours (just over 13 percent of daily air tours)
occurred between the hours of 10 and 11 in the norning. !N addition,
whil e just over 50 percent of the tours originating out of Las Vegas
occur during this peak season, nearly 70 percent of the tours
originating out of Tusayan and the other eastern area departure points

occur during the sumrer season

The sFrRA routes nore heavily used by the air tour operators are as

fol | ows:
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--Airplane Tours:

e "Bluei~: This is the nobst prevalent of all ccnp airplane commerci al
air tours in ternms of numbers of tours, passengers flown, and total
revenue generated. It originates at one of the four Las Vegas
airports, flies the "Blue 1~ route along the North and South Rins,
turning south at Muunt sinyala and | anding at Grand Canyon Airport.
Passengers on nearly 90 percent of these tours disenbark at this
point for extended day-long ground tours before returning al ong
either the "Blue Direct" or "Blue Direct South” routes or outside the
SFRA. These return routes extend over mostly plateau and desert
terrain, but provide the nost efficient means by which to transport
the returning tour passengers. The basic cost of this air/ground
tour is about $200, but ranges in excess of $300 depending on other
avai l abl e ground tour options. Prior to entering the GCNP SFRA, this
tour typically overflies Hoover Dam and Lake Meade.

A variation of the air/ground tour is the air-only or ‘long tour”
which reverses fromthe "Blue 1” route to the "Blue Direct” or "Blue
Direct South" route at Havatagvitch Canyon. Wile this tour also

of fers Hoover Dam and Lake Meade as added attractions, it does not
land for the ground portion discussed above. The air-only version of
the "Blue 1~ tour accounts for nost of the remaining 10 percent
traffic along the Blue 1 route; its basic cost ranges froms$i40 to
$150 dependi ng on the operator.

The Blue 1 route as described above, was effectively elinminated in
the 1996 Final Rule by the southern expansion of the Torroweap -
Shinumo FFZ. Air tours have continued on this route, however,
because the effective date of the relevant provision of this rule has
been del ayed until January 31, 2000. In its place, the FAA will nake
available two direct routes-Blue Direct North and Blue Direct South.

e "Blue 27: Also originating and ternmnating at one of the four Las
Vegas airports, this non-stop tour follows the "Blue 2~ route,
| oopi ng the sout hwest corner of the Canyon south of the sanup Flight-
Free Zone and includes crossing over the Colorado River. The tour
route extends as far as Dianond Creek, but nobst air tours reverse
course at Horse Flat Canyon or Spencer Canyon or exit the SFRA at
Quartermaster Canyon. Tour length ranges from one and one-half to
two hours, including the time required to fly to and from Las Vegas.
The basic cost is about $90 and al so includes an overflight of Hoover
Dam and Lake Meade.

A variation of the air tour along the "Blue 2” route is a | anding at
G and Canyon West Airport outside the SFRA on the Reservation.
Passengers can opt for a guided ground tour of the Reservation
provided by nenmbers of the Tribe and/or a descent to the Col orado
River provided by one of the Las Vegas helicopter operators.
Reservation ground tour fees are renitted directly to the Tribe by
the passengers and are not included in the overall cost of the ‘Blue
27 air tour. The helicopter descent to the Colorado is typically
part of a nore extensive tour package retailing for about $230 or
nor e.

Wth the concurrent Notice of Route Availability, the Blue 2 route

will be termnated and reversed at the western boundary of Horse Flat
Canyon. Also, the SFRA exit route throu%h Quartermaster Canyon will
be moved east of Quartermaster Canyon. urther use of Quarternaster
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Canyon will require a FAA Form 7711-1 Certificate of \Wiver or
Aut horization and contractual agreenent with the Tribe.

"Black 1, 1A~”: Typically originating at Gand Canyon airport, this
non-stop tour follows the "Black 1 route North through the zZuni
Point Corridor, turns west and south along "Black 1A” through the
Dragon Corridor and termnates at Gand Canyon airport. Total tour
time is about 50 minutes; tour cost is about $70-$75. A variation on
this tour is to remain on the "Black 1” route which includes only the
Zuni Point Corridor with tour time and cost reduced to about 35

m nutes and $55.

The Notice of Route Availability published Decenmber 31, 1996
restricted the zuni Point Corridor to a northbound direction only.
Weat her deviation routes include the Bright Angel Flight-Free Zone
Corridor and a northeast breakout to the Painted Desert at the
northern end of the zuni Point Corridor. This Final Rule, however,
restores a reverse route for airplanes in the vicinity of Qunther
Castle on the new ‘Bl ack 2~ (SFAR 50-2 ‘Black 1”) route. This wll
provide for an airplane tour option simlar to the "G een 2~
helicopter loop of the Dragon Corridor.

Warbl e Canyon Routes/Black 1,1a7: These air tours are typically
conducted by operators not based at Tusayan or Las \Vegas and traverse
the Marble Canyon Corridor ‘Black 47 and ‘Black 5” routes in
conbination with the "Black 1~ and/or "Bl ack 1a” routes. They can be:
either point-to-point (typically, southbound on "Black 5” to “Black
17 or "Black 1a~) | andi ng at Tusayan, or fixed-based (typically

nort hbound on "Black 17 to ‘Black 47) passing near Tusayan en route
to Marble Canyon. Prices from $100 to $350 depending on ot her
features of the tour package.

Several other tours enter and exit the GCNP SFRA in the Marbl e canyor
Corridor north of Tusayan, but typically feature only a brief (less
than 5 mnutes) view of the Grand Canyon as part of a larger air tour
package which includes other sights such as Mnument Valley, Lake
Powel [ and the Painted Desert. These air tours retail from$200 to
$300, but include nuch which cannot be construed as an air tour of
the Grand Canyon.

"Fossi|l Canyon Routes": Several kinds of air tours are included under
this heading which account for only about 2 percent of all Canyon
airplane tours. The common el enent, however, is that they all_
traverse the Fossil Canyon Corridor. One air tour originates in Las
Vegas flying the "Blue 1" to Towango Point where it transitions to
the "Blue 1A~ route around the shinumu Flight-Free Zone and through
the Dragon Corridor to Tusayan. This is typically an "air-ground
tour simlar to the "Blue 17 air tour. Another air/ground
alternative is to transition to the "Brown 1A” route at Supai Poi nt
exiting the sFRA at Fire Point en route to Mnunent Valley.

Air-only options include flying a "Blue 1 Reverse" route from Tusayarn
ai rspace to Towango Point and then followi ng the "Blue 1A” route as
above, or exiting the SFRA and re-entering along the "Black 6” route
in Marble Canyon to the "Black 17 or "Black 1A” back through Tusayan
airspace. These tours are typically offered by operators not based
at Tusayan or Las Vegas, and range in retail price froms$100 to $200
dependi ng on the distance travel ed before entering the GCNP SFRA.
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The Decenber 31, 1996 final rule nmerged the Torroweap-Thunder R ver
and shinumu Flight-Free Zones into the Torroweap-Shinumu Flight-free
Zone thereby closing the Fossil Canyon Corridor. These changes are
schedul ed to be inplenented on January 31, 2000. Upon full

i npl enentation of this rule, the Blue 1A, Brown 1A and Green 1A
routes will be elininated.

--Helicopter Tours:

“Green 1, 1A & 2”: This helicopter tour is equivalent to the ‘Bl ack
1, 1A” airplane tour; time and cost is approxinmately 50 mnutes and
costs $150-5160. A helicopter variation along the "G een 1" route
simlar to the "Black 17 airplane tour used to be available with tour
time and cost reduced to about 40 minutes and $120, respectively.
However, the one-way restriction in the zZuni Point Corridor was
anended only for the airplane tours. Helicopter tours will no |onger
be able to reverse in the zZuni Point Corridor.

“Green 2”: This tour is the nost popul ar of the Grand Canyon

hel i copter tours accounting for nearly twice as many tours and
passengers as all other helicopter tours conbined. The tour is a
relatively short up-and-back, or loop, through the Dragon Corridor,
requiring about 35 minutes to-and-from Grand Canyon airport and
retails for about $90. It is a critical |ink between the Tusayan
based operators and the ground (bus) charters, which include an air
tour as part of their tour packages.

“Green 4”: The “air only” helicopter tour along the ‘Geen 47 is
equi valent to the "Blue 2~ airplane tour. However, nost (85 to 90
percent) of the helicopter tours conducted along the "Geen 4~
include a descent below the rimto the Canyon floor or bluffs just
above the floor with a landing option at Gand Canyon West Airport
and gui ded ground tour of the Reservation. The tour also features
other anenities while on the Reservation.

The air-only tours typically reverse at Spencer Canyon and the
air/ground tours typically exit the srra at Quartermaster Canyon. All
tours include an overflight of downtown Las Vegas upon return. Total
time is about two hours for the air-only tour and as nuch as half a
day for the air/ground tour with a base tour price range of $250-
$350. These tours are a mmjor source of inconme to the Hualapai
Indian Tribe (hereinafter, the Tribe) .°

The Green 4 helicopter tour is nodified simlar to the Blue 2 in the
concurrent Notice of Availability.

“FAA Form 7711-1 Certificate of Waiver or Authorization": These
flights (estimated to be about 1 percent of the total), include the
“Brown” airplane and the "Green 3” helicopter routes. These provide
aerial support for river rafters as well as econom c support to the
Havasupai | ndian Nation. They, like the "air-ground" tours along the
"(reen 4” tour route, are able to operate below the rim

® Based on research, the FAA has concluded that the Tribe derives over
$1.7 mllion in revenue annually from negotiated contracts for |anding
privileges with the air tour operators. This does not include the
revenue derived from air tour passengers who directly pay to the Tribe
for guided ground tour on the Reservation.
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Most air tour operators, although operating as part 135 on-demand rather
than part 121 schedul ed operators, are charter operators in that they
pre-book their flights to ensure nmaxim zing seating capacity. For the
Las Vegas air tour operators, the prevalent foreign tour groups are
Japanese, Chinese and other Far East Asian popul ations, estimated to
make up fromeo to 90 percent of their passengers. For the Tusayan
based operators, the nore prevalent foreign tour groups are Western
European, particularly British and Gernman, and are estimated to comprise
bet ween 35 percent and so percent of their passengers. Tour groups are
pre-booked by several Las Vegas operators through foreign tour agents at
such events as the annual Pow Ww sponsored by the Travel Industry of
Anerica (TIA) .*° Another promi nent source of charter business upon

which the operators of Grand Canyon air tours are dependent is the bus
tour industry, which features the Canyon air tours as part of a |arger

scenic tour package.

Anot her category of air tour operator in Las Vegas is what is referred
to as “strip” operators. These operators have entered into contracts
with one or nmore of the large casino-hotels in Las Vegas (or with its
consignee) for preferential referral to its guests. Casino-hotel charter
groups are then made up of guests of one or nmore of the | arge casino-
hotel establishnents in Las Vegas. There are also "overflow' operators
who pick-up excess passengers on-demand which cannot be accommpdated at
the tine by one of the operators serving a casino-hotel charter group

"Overflow' operators typically have contractual arrangements wth

1 Some operators maintain foreign sales offices and it is estimted
that the lead-time required for marketing Canyon tours abroad can take
up to one year. Also, nmany of the Las Vegas operators forecast and
adjust their fleet requirenents and business needs annually based on
charter agreenents with foreign tour agencies which have pre-sold
bookings to Las Vegas as part of a larger US. tour. Prior rulenaking
comments indicated that advanced bookings are typically nmade from3-6
ngnths in advance, but, as already noted, can bé as nmuch as one year in
advance.
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specific air tour operators. The last people who purchase air tours
spont aneously ("wal k-ups"), are a relatively small percentage of the air

tour business.

Air tours, like the overall tour industry itself, are subject to
cyclical and seasonal phenonena and are highly susceptible to business
cycles abroad as well as fluctuations in international markets and
exchange rates.!* Gand Canyon air tour operators experienced a
relatively high average annual rate of growth between 1987 and 1993- -
between 9.5 percent to 15.0 percent per year. This level of grow h,
however, could only be sustained if the economic factors and other
conditions that prevailed in the 1987-1993 period were to continue. In
fact, this growh was not sustained. Gand Canyon air tours declined
nearly 15 percent between the 1995 base period used in previous Gand
Canyon rul emaki ngs and the baseline period (May 1, 1997 through April
30, 1998) adopted for this rulemaking. For instance, the recent severe
econonmi ¢ down turn in Japan and other East Asian markets had an adverse
effect on the Las Vegas market and the air tour businesses |ocated
there. Las Vegas operators cite this as the nost significant factor
contributing to the nearly 15 percent drop in air tour business between
the 1995 base year, used in previous Gand Canyon rul enakings, and the
current baseline period. Another international event that may have
contributed to the reduction in air tour business between 1995 and the
baseline period is that the 1998 World Cup was held in France. This

i mpacted Tusayan operators as a significant part of their European

passengers renmi ned at hone at the height of the 1998 sumrer season

' Historically, during the 1980’s, a particularly volatile period in
international economcs, Scenic Airlines, one of the larger air tour
operators at GCNP, experienced a drop in passenger enplanements in
excess of 50 percent from210,474 in 1980 to 89,708 in 1983. By 1990,
its passenger enplanements had clinbed to 311, 710.
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The FAA will use the 3.3 percent conpound annual -rate of growth
devel oped for the 1994-2010 time frane by its Statistics and Forecast
Branch (Apo-110), in its forecasts because this nore nodest growth rate

for GoNp air tours danpens the above variations and econom c cycles.!?

The FAA has determined that the baseline period to be used for the
commercial air tour limtation will be the first 12 nonths (May 1, 1997
through April 30, 1998) during which Gand Canyon air tour operators

were required to report under §93.317.

In the initial regulatory evaluation to the proposed rule, the nunber of
air tours, 8s,000, was |ower than the new revised estimte, of 90,000.
The nodification adjusted the estinmate to account for some error in the

original data as well as to address specific documented evidence that

2 n an internal information paper estimti ngARrchh. in comercial air
tours at GeNp, "Grand Canyon Forecast", the Statistics and Forecast
Branch (Apo-110) utilized 1994 Termi nal Area Forecast (TAF) data in
conjunction with air carrier data for five airports fromwhich GCNP
comrercial air tours originate. These airports were Las Vegas McCarran,
North Las Vegas, Gand Canyon Airport, Henderson Executive (Sky Harbor)
and Boulder City. The 1994 TAF estinmates indicate G and Canyon
operations will increase at a conpound annual rate of 3.3 percent over
the 16-year forecast period (1994-2010). This conpound annual growh
rate was derived fromthe calculated | o-year growth of 43 percent for
projected "Gand Canyon" operations, a statisfic deternmined to be wthin
the range of error of the 50 percent estimate noted above.

A nore recent, prelininary estimate by the FAA Statistics and Forecast
Branch, noted in the NPRM, suggests a lower growth rate of about 2.9
percent. The FAA, however, is continuing to review this estimate. The
FAA believes this nore recent forecast was influenced too heavily by the
tenporary econonmic turndown in the Pacific Rimregion, and consequently,
the FAAw Il retain the 3.3 percent conpound annual rate of growth in
its estimates. Prelimnary information regarding the 1999 summer
trimester reports from air tour operators suggests that growth for the
air tour industry has returned to 3.3 percent.

The FAA al so estimates general aviation operations at GCNP Airport at

approxi mately 9,000 in 1987 and 7,000 in 1993, suggesting no Increase In
general aviation activity. According to the Las Vegas Flight Standards

District Ofice (Fspo), general aviation accounts for about 3 percent of
all GcNp overflights.
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certain air tour operators provided to the FAA which shows that the
original operator count was incorrect.

This increase in air tours for the baseline period has caused
adjustments in FAA's initial allocations. In the baseline period, there
were 24 air tour operators reporting, 17 of whom conducted air tours
over GCNP in airplanes, 6 in helicopters, and 1 operator in a mxed
fleet.!® Fourteen of these operators base their operations out of Las
Vegas and vicinity, five operate out of Tusayan and five are |ocated at
other airports; one Las Vegas operator also had substantial operations
originating in Page, AZ. The FAA has determined that during the
baseline period, these operators utilized 229 different aircraft to

conduct Grand Canyon air tours, using an average of about 110 per day.

O the 229 aircraft identified, 182 were airplanes and ranged from
singl e-engi ne Piper and Cessna 3-seat nbdel s to DeHavilland Twin Oters
with 19 passenger seats. Mst of the 47 helicopters used for air tours
of the Grand Canyon were Bell or Aerospatiale npdels with seating

capacities of four-, five- and six-passenger seats.

The information contained in this regulatory evaluation with regard to
air tours, aircraft, and the Gand Canyon air tour industry in general,

does not take into consideration air tours conducted by one Las Vegas

13 The Grand Canyon commercial air tour industry is a dynamc,

constantly evol vi n% industry. OF the 24 operators reporting to the FAA
fromMy 1, 1997 through April 30, 1998, one no longer is operating in
the Grand Canyon, and two others sold their Las Vegas based operations
to another Las Vegas operator. A fourth operator Is currently
attenpting to reorgani ze under Chapter 11, Bankruptcy. Currently, the
FAA believes there are about 20 operators conducting air tours at the
G and Canyon.

The operator of the mixed airplane and helicopter fleet is treated as
two separate business entities in the regulatory evaluation cost
analysis. This preserves separateness in assessing cost inpacts on the
two kinds of aircraft. Thus, the 24 reporting operators are anal yzed as
25 separate entities.
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operator who used five Fokker F-27 aircraft with 49-50 passenger seats.
This operator conducted Canyon business above the current SFAR 50-2
ceiling. Consequently, he was not required to report these flights

under 14 CFR §93.317.

The FAA estimated that approximately 642,000 passengers took conmerci al
air tours of the Canyon generating just under $100 nmillion in air tour
gross operating revenue during the baseline period.'* Proportionately,
air tour passengers flying in airplanes accounted for about 71 percent
of all Gand Canyon air tour passengers, and 72 percent of the air tour
revenue. Helicopter tours accounted for just under 30 percent of the

Gand Canyon air tours and revenue

Wth regard to the individual air tour routes, 29.6 percent of all air
tours were flown in airplanes along the “*Blue 1” route, or what is now
referred to as the National Canyon Corridor route. However, about 56
percent of all revenue was generated by the various tours conducted
along this particular tour route. Wth regard to the southern sanup
Flight-Free Zone, just over 21 percent (12.4 percent, airplanes and; 8.¢
percent, helicopters) of all GcNp air tours were flown along the Sanup
Blue 2 and Green 4 routes in the baseline period. The proportionate
revenue was 20.2 percent (8.1 percent, airplanes and 12.1 percent,
helicopters). Taken together, although s1 percent of the Grand Canyon
air tours are conducted by Las Vegas operators along these routes, over

76 percent of the Canyon revenue is derived from these tours.

M Taking into consideration the nultiplier effect devel oped by the
United States Air Tour Association, total revenue for the GCNP air tour
i ndustry woul d be just under $250 nmillion (2.5 x $99.3 million). Sone
of this revenue is shared with other vendors (tour bus operators

hotels, etc.) located at Tusayan and at the South Rimof the Gand
Canyon.
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The airplane and helicopter air tours that feature or include the Dragor
Corridor account for just over 45 percent of all Gand Canyon air tours
and about 22.5 percent of total air tour revenue during the sane
baseline period. Estimates for the zuni Point Flight Corridor are just
over 19 percent of all air tours and 12.5 percent of all Gand Canyon
air tour revenue.® Wth regard to the Dragon Corridor, 95 percent of
the 43,500 east-end airplane and helicopter air tours entered the Dragor

Flight Corridor during the baseline period.

Wilizing information published in the Econom c Values for Evaluation of

Federal Aviation Admnistration Investment of Regulatory Prograns, June,

1998, the FAA also devel oped variable operating cost estimates (crew,
fuel and oil, and maintenance costs) for nost of the makes and nodel s of
aircraft operating in the Canyon. The FAA estimates that for the
baseline period, the total variable operating cost for GCNP air tour
operators was $29.2 nillion, which yields a total revenue net of
variable operating costs of $70.1 mllion ($99.3 million - $29.2

mllion) as measured in 1998 dollars.'®

13O the total nunmber of Grand Canyon commercial air tours, nearly 30
percent fly a loop within the Dragon Corridor only, but only about 1
percent fly a |oop within the Zuni Point Corridor only.

6 Total revenue net of variable operating costs night also be thought
of as the contribution to overhead and profits. Net revenue is not the
same as profit; there are other commercial air tour associated costs
that will have to be netted out prior to the determ nation of an
accurate profit estimate. Nevertheless, net revenue change is an
indicator of change in profitability.

Because variable operating costs were estimated for each type of
aircraft operating along each of the different air tour routes in the
GCNP SFRA, conparisons of the variable operating costs and net operatinc
revenue anong the different routes simlar to those just discussed with
respect to total revenue are possible. However, revenue net of variable
operating costs (hereinafter, referred to as net revenue) does not alter,
the proportionate distribution of air tour dollars by route to any
significant degree.
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As a concluding note to this section, the FAA al so estimtes that the
total value of the Gand Canyon overflight fees collected from the
operators by the Nps as well as the estinmated gate fees assessed the
ground passengers entering the GeNp as part of their air/ground tour is

in excess of sa mllion for the baseline period.

2. Di scussi on of Public Conments

In response to the Notice of Proposed Rul emaking (NPRM), there were a
number of comments on the econonic inpact of the comercial air tour
limtations regulation on various entities. These coments are divided
into the followi ng sections: benefits analysis; costs analysis;
regulatory flexibility; international trade; data, methodology, and

al location; reporting requirements and flight plans; inmpact on air tour

operators; inmpact on the |ocal econony; and inpact on The Tri be.

A) Benefits Analysis

The following responds to comments presented in "An Analysis of Proposed
Flight Restrictions at the Grand Canyon National Park: Estimating the
costs, Benefits, and Industry Inpact of the Proposed Regulation,"

prepared by Mary Riddel and R. Keith schwer on August 18, 1999.

Comment: The use of the benefits transfer methodology is inappropriate.

Response: Benefits transfer is mentioned in the natural resource danage
assessment regul ations pronul gated by NOAA under the G| Pollution Act
of 1990 as an acceptabl e met hodol ogy for estimating natural resource
values provided that the following three basic issues are considered

(see Volune 61 of the Federal Register, page 499, published on 1/5/96).
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Conparability of the users and resources/services being
val ued
Comparability of the quantity or quality of

resour ces/ services being valued; and

Quality of the selected study.

Those issues were considered in the benefits analysis, as summarized

bel ow.

val ued:

Conparability of the users and resources/services being

Backcountry visitors: The estimate of consuner
surplus for GCNP backcountry visitors relied on a
national study involving many types of users and nany
types of resources/services (Bergstrom and Cordell
1991). The consuner surplus value estimated in that
study for backpacking was used to estimate the

consumer surplus for backcountry visitors at GCNP.

The backpackers surveyed in the Bergstrom and Cordell
study were considered to be conparable to the
backcountry visitors at GcNp for two reasons.  First,
the two groups participate in the same activity
(backpacki ng). Second, the national significance of
GCNP draws a diverse nmix of visitors, which was

consi dered conparable to the mx of respondents likelr
to be included in a national survey. The ngj or

di fference between the two groups is that GCNP

probably draws a higher proportion of internationa

26



visitors than is represented in the Bergstrom and
Cordell study. That difference likely biases the
estimate of consunmer surplus for GCNP backcountry
visitors downward since enpirical evidence suggests
that visitors traveling substantial distances are
likely to spend nore tine recreating than those who
travel shorter distances, and are therefore likely to
gain nmore consumer surplus (for exanple, see Snith and

Kopp (1980), and Kaoru (1993)).

The resources/services at GCNP are nationally
significant as evidenced by consistently high
visitation demand (approxinmately 5.5 million visitor-
days in 1998). Therefore, to the extent that GCNP
resources/services are nore highly demanded than those
represented in the Bergstrom and cordell study, the
estimate of consunmer surplus for GCNP backcountry
visitors used in the benefits analysis is biased

downwar d

These considerations suggest that the estinate of
consumer surplus for GCNP backcountry visitors is
likely biased downward. That bias was not considered
i nappropriate since a conservative estimte of
benefits will not indicate a higher net benefit from
this rulemaking than is supportable by the best

studies and data available for this benefits analysis

River visitors: The estimate of consumer surplus for
GCNP river visitors relied on a study conducted for

the Bureau of Reclamation on Gen Canyon Dam
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operations (Bureau of Reclamation 1995). Qen Canyon
Damis imediately upstream of GgcNp, and the danis
operations directly inpact visitor use downstream in
GCNP. That study evaluated Colorado River users
within ceNp.  Therefore, the users and
resources/services considered in that study are the
sane as those considered in the benefits analysis of

this rul emaki ng

C. Qher visitors: The estimate of consumer surplus for
all other visitors at GCNP relied on a study of Bryce
Canyon National Park (BCNP) (Haspel and Johnson 1982).
BCNP i s located in Southern Utah, and is
geographically close to ceNp. Like GCNP, BCNP iS
nationally known for its scenic views of colorful and
unusual eroded geologic formations. The primry
visitor activity at BCNP i s sightseeing, which is
consistent with the "other" visitor category at GCNP.
Gven these sinmlarities, the users and
resources/services valued in the Haspel and Johnson
study were considered to be conparable to those valued

for this rul emaking.

Conparability of the quantity or quality of

resour ces/ services being val ued

A. Backcountry visitors: As noted in section 1.A above
the resources/services at GCNP are nationally
significant as evidenced by consistently high
visitation demand. Therefore, to the extent that GCNE

resources/services are nore highly demanded and of a
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hi gher quality than those represented in the Bergstromn
and Cordell study, the estimate of consumer surplus
for GcNp backcountry visitors used in the benefits
analysis is biased downward. That bias was not

consi dered i nappropriate since a conservative estimate:
of benefits will not indicate a higher net benefit
fromthis rulemaking than is supportable by the best

studies and data available for this benefits analysis

B. River visitors: As noted in section 1.B above, the
Bureau of Reclamation study valued the sane river
resources/services as those valued for this

rul emaki ng

C. OQther visitors. As noted in section 1.c above, the
resources/services valued in the Haspel and Johnson
study are geographically close to GCNP, and possess
simlar attributes as those valued for this rulemaking
(i.e., nationally known for scenic views of colorfu

and unusual eroded geologic formations).

Quality of the selected study:

A Backcountry visitors: The Bergstrom and
Cordell study was conducted by a recognized
uni versity-associated researcher and an U.S. Forest
Service researcher. Mreover, this study was
published in a peer-reviewed academc journal (Journa
of Leisure Research), and utilized a generally
accepted val uation nmethodol ogy that is appropriate for

backcountry use in GeNpP (nulti-site travel cost
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model ).  Therefore, the quality of this study was

consi dered acceptable.

B. River visitors: The Bureau of Reclamation
study was conducted by a nationally recognized
uni versity-associ ated researcher and an established
consulting firm Wiile not published in an acadenic
journal, this study received academ c peer-review
throughout its design, inplenentation, and analysis
stages. Additionally, this study used a generally
accepted val uation nethodol ogy that is appropriate for
river use in GgeNe (contingent valuation). Therefore,

the quality of this study was considered acceptable.

C. O her visitors. The Haspel and Johnson
study was conducted by a recogni zed university-
associated researcher and an U S. Department of the
Interior researcher. Additionally, this study was
published in a peer-reviewed academ c journal (Land
Economics), and utilized generally accepted val uation
met hodol ogies that are appropriate for other visitor
uses in ceNp (multi-site travel cost nmodel and
contingent behavior elicitation). Therefore, the

quality of this study was considered acceptable.

For the reasons |isted above, FAA and Nps believe that the sel ected

studies used in the benefits analysis adequately neet these criteria for

the purposes of estimating the likely benefits from this rul enaking.

In a rul emaking conducted under the Conprehensive Environmental

Conpensation, and Liability Act of 1980 (i.e., Superfund) on
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the "Type A" natural resource damage assessnent nodel, the Departnment of
the Interior noted that the use of benefits transfer adequately
addressed issues of reliability, and provided the following criteria for

its use (see Volume 61 of the Federal Register, page 20571, published own

5/7/96). A brief discussion on how each of these criteria was net for

this benefits analysis is provided bel ow

* The benefits transfer should be based on an extensive

literature review and consultations with relevant governmental agencies.

The benefits transfer used in this analysis was based
on an extensive review of past and current econonics
literature, and on consultations with FAA, NPS, the
U S. Environnental Protection Agency, and econonic

consulting firns.

* The selected study reasonably represents the resource and

use under investigation.

As explained in sections 1.A, 1.B, and 1.C above, each of the studies
used in this benefits analysis was considered to appropriately

represent the GCNP resources and uses valued for this rul emaking.

* The selected study contributes to a reasonable
representation of the different regions included in the

model s.
This criterion was intended to assure reliability of

the "Type A" natural resource damage assessnment nodel

throughout the United States. Therefore, it does not
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apply to this rulemaking since the resources and user

concerned are specific to Genp.

* The selected study was conducted by a recogni zed university-

associ ated researcher or established consulting firm

As explained in sections 3.A, 3.B, and 3.C above, each of the studies
used in this benefits analysis was conducted by a recogni zed

uni versity-associated researcher or established consulting firm

* The selected study used an appropriate valuation

met hodol ogy.

As explained in sections 3.A, 3.B, and 3.C above, each of the studies
used in this benefits analysis used generally accepted val uation
net hodol ogi es that are appropriate for the resources and uses val ued

for this rul emaking.

FAA and NPS believe that those criteria were net in the benefits

analysis, as they apply to this rul emaking.

The "Type B" natural resource damage assessment regulations pronul gated
under Superfund list benefits transfer (referred to as the "unit val ue
net hodol ogy") as an acceptabl e nmet hodol ogy for estinmating natura

resource val ues (see 43 CFR § 11.83(c) (2) (vi)).

Comment:  The comment authors suggest an alternative methodol ogy,

contingent valuation, for the valuation of benefits

Response: \While FAA and Nps agree that contingent valuation is a

reliable valuation nethodol ogy, the agencies considered the best
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scientific data available for this analysis in selecting the benefits
transfer nethodology. Wth the exception of the FAA noise nodeling
results, that data included existing economc studies, visitation
statistics, and other information that did not require original researca
to produce. The benefits transfer methodol ogy was selected because it
does not rely extensively on information produced by original research.
Met a- anal ysis, also nentioned by the comment authors, would not be
practicable given the linmted nunber of econonmic studies that are

applicable to this benefits analysis.

Comment:  The comrent authors suggest that the benefits transfer

criteria listed in the benefits analysis are not met by the HBRS/HMMH

study of noise in Gand Canyon National Park.

Response: As stated in the benefits analysis, those criteria were
intended for use in selecting econonic studies. The HBRS/HMMH study is
not an econom c study. The stated criteria were used, however, in

sel ecting econonmic studies for the benefits analysis. As explained in
sections 1, 2, and 3 above, FAA and NPS believe that the studies

selected for the benefits analysis neet those criteria.

Conment: The comment authors suggest that the use of the "not at all,"
"slightly," "moderately," "very much," and "extremely" descriptions in

t he HBRS/HMMH study is not appropriate since different individuals my

have different willingness to pay for noise reduction.

Response: The FAA and Nps note that, while the visitor inpacts

i ndi cated by the HBRS/HMMH study represent averages over a given

popul ation, visitor-day values derived from econom c studies also
represent averages over a given population. Rather, the critical issue

i's whether the user popul ations represented in the HBRS/HMMH study and
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the selected economc studies are conparable. FAA and Nps believe that
those two popul ations are conparable as explained in sections 1.a, 1.B,
and 1.c above.

Comment:  The comment authors also state that the 20%, 40%, 60%, and 80%
consunmer surplus reductions assumed in the benefits analysis to apply
respectively to the "not at all," "slightly," "moderately," "very much,"
and "extrenely" descriptions in the HBRS/HMMH study are not appropriate.
In contrast, these authors suggest the use of 1%, 3%, 8%, and 10%
reductions, anywhere froms% to 13% of the assumed reduction used in the

benefits anal ysis.

Response: The FAA and Nps believe that the assumed reductions used in
the benefits analysis are nore appropriate than those suggested by the
comment authors. For exanple, "extremely" is defined in the New

Merriam Webster Dictionary as "very great or intense," "very severe or

drastic," "utmost," and "maximum." FAA and NPS believe that an 80%
reduction nore closely conforns to those definitions, and public's
under standi ng of the term "extremely," than does a 10% reduction. The
coment authors failed to acknow edge the sensitivity analysis in the
benefits analysis that used 10%, 20%, 30%, and 40% consuner surplus
reductions in recognition of the uncertainty in this area. FAA and NPs
believe that those alternative reductions appropriately address this

uncertainty.

Comment:  The assunptions concerning econom ¢ "damages" from noi se are

i nappropriate

Response: The benefits analysis assumes that noise reductions result in
a one-to-one percentage increase in benefits. Wile recognizing that
dimnishing marginal returns to noise reduction may exist in the

rel evant |evels of noise at Grand Canyon National Park, FAA and NPS are
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not aware of any objective evidence to support that possibility or to
quantify its inpact on the benefit calculations. Therefore, FAA and NP3
assuned a constant marginal benefit of noise reduction in order to
simplify the analysis and to reduce the nunber of assunptions required

in the analysis.

Commrent: The benefits analysis failed to take into consideration

benefit losses to air tour consuners.

Response: FAA and Nps acknow edge that these |osses are potentially
significant and will take them into consideration in their revision of
the benefits analysis. Those losses will potentially result from the

limtation on flight operations affecting certain air tour routes.

Comment:  The non-use values estimated in a US. Bureau of Reclanmation
study of den Canyon Dam operations, and cited in the benefits analysis
as suggesting potentially significant non-use benefits from the

restoration of natural quiet, are not applicable.

Response:  FAA and NPS acknow edge that the U S. Bureau of Reclanation
study of non-use values is not directly applicable to the analysis of
benefits from the restoration of natural quiet. Indeed, in their
benefits anal ysis published for the NPRM, the agencies state "Wile the
magni t ude of non-use benefits estimated in that study are not directly
applicable to this rulenmaking, potentially significant non-use benefits
associated with aircraft noise reduction are suggested." FAA and NPS
believe that potentially significant non-use benefits will likely result
fromthe restoration of natural quiet due to the national significance

of Grand Canyon National Park.
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Comment: The 3% discount rate used in the benefits analysis seens to be
chosen arbitrarily.

Response: The 3% discount rate used in the benefits analysis is
supported by a number of detailed studies, including the Freeman (1993)
study cited by the comrent authors. Indeed, Freeman states (on page
216) "1 would feel confortable using a rate of 2 to 3%, at |east where
the streans of benefits and costs accrue to people in the sanme
generation." In their benefits analysis, FAA and Nps estimated benefits
over a |lo-year period. The agencies believe that those benefits woul d

accrue to people in the same generation

O her Revisions to the Benefits Analysis

In order to inprove the benefits analysis, FAA and NPs revised its
estimates in two significant ways. First, different percentage inpacts
of aircraft noise on GCNP visitors were used. The GCNP visitor survey
of noise inpacts (HBRS, Inc. and Harris, Mller, MIler, & Hanson, Inc.
1993) indicates that different visitor groups are variously affected by
aircraft noise. In the original benefits analysis, FAA and NPS used
estimates from that survey of aircraft noise inpacts on visitors

ability to appreciate natural quiet within ccnp. However, natural quiet
is but one attribute of a visit to cenp. Therefore, in the revised
benefits analysis, the agencies used estimtes from the same survey of
aircraft noise inpacts on visitors' ability to enjoy GCNP, a nore
inclusive neasure. FAA and NPs believe that those estimates better
reflect the overall inpacts of aircraft noise on GCNP visitors than what

was originally used for the NPRM.

The second significant revision of the benefits analysis involved
inproved GcNP visitation data. The original benefits analysis used

visitation data from1997. Beginning in 1998, GCNP revised its

36



visitation data collection procedures, resulting in a reduction in the
estimate of river visitors. NPS believes that those revised procedures

better reflect actual visitation than those used in 1997.

The effect of these two revisions was to reduce the estimte of use

benefits from aircraft noise associated with this rul emaking.

B) Costs Analysis

Coment:  One commenter States that the cost estinmates failed to include
additional FAA staff to process VFR flight plans and probl ens associaterd

with plans that fail to be closed.

Response: Although not explicitly stated, the FAA believes that the
added requirenents of processing VFR flight plans associated with this
proposed rul emaking could be done with the existing staff. FAA field
service stations have again indicated that the processing of vrr flight
pl ans can be accommpdated with existing resources. The FAA in this

final rulemaking will nmake the point explicit.

Conment: QO her commenters contend that the FAA and NPS have greatly
underestimted the costs of the proposed rule. Some commenters tal ked
of reduced viewing time and consumers' W llingness to pay for a flight
whose aesthetic experience is dininished. One air tour operator
commenter States that the FAA suggestion to raise fares in order to
conpensate for the decrease in the number of flights is unappealing to

the average Anerican, and over time nmay lead to price fixing.

Response:  The FAA has carefully reviewed the cost conponents of this

proposed rul e. If the length of viewing time or aesthetic experienced
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is dimnished, the FAA revised various operators' fixed and variable

operating costs to account for these changes.

In terms of the FAA suggestion that air tour operators could price fix,
the FAA does not advocate and did not suggest that these air tour
operators engage in price-fixing. However, to the extent that
operators can raise prices, the FAA assumes they would raise their

prices.

Comment: A commenter argues that certain cost conponents such as
transaction costs and net capital costs were not included in the
conputation of costs. The commenter states that: "Flight restrictions,
especially those based on deviations from long-run demand, will alter
the size and nunber of aircraft that enable firms to be efficient,

forcing firns to alter their fleet in an attenpt to remain conpetitive."

Response: This final rule, if it were to remain in effect indefinitely,
woul d provide air tour operators an incentive to switch to large
aircraft to carry nore passengers per operation. The FAA however, is
comitted to take some action to phase out noisy aircraft. The cost
conponents that the commenter nentioned above will be considered in this

| ater rul emaking.

Comment: A commenter States that the publicity of these FAA-NPS NPRM's
has already altered banking institutions' perceived risks of financial

obligations with the air tour industry in general.
Response: The FAA believes that the publicity of the FAA NPRM’s has

already altered banking institutions' perceived risks of financial

obligations with the air tour industry in general. The FAA also agrees
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with the comrent that an air tour operator cannot possibly anticipate
what all of the ranmifications of the allocation rule would be and is
sure that each conmpany would be inpacted differently. Any rule that
results in added cost to an affected entity would alter the perceived

risks of financial obligations. This cost is unquantifiable.

Comment:  This commenter states that he/she cannot possibly anticipate
what all of the ram fications of an allocation rule would be and i s sure

that each company would be inpacted differently.

Response: This commenter is correct in that the FAA did not have
information to predict the future business decisions of these operators
and therefore, for sone operators, the costs may be underestimted, and
for others, overestimated. The FAA believes that each conpany would be
inpacted differently. Each company has different financial obligations
owns different aircraft, owns different aged aircraft, etc. that will
have a different inpact on the future. Due to these differences,
therefore, it is inconceivable that the costs associated with each
conpany woul d be same. However, wth the available data, the FAA still
believes that it has nade a reasonable attenpt to determne the costs o

the final rule for the geNp air industry as a whol e.

Comment: One commenter states that the econonic eval uation does not
consider an air tour operator's investment in what he considers to be
quieter, nore costly aircraft. This operator adds that the costs of an
air tour operation are fixed (e.g., cost of aircraft and insurance

costs), regardless of how many hours are flown.

Response: As far as an air tour operator's investnment in quieter, nore

expensive aircraft is concerned, the cost analysis evaluated the
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variabl e operating cost of each mobdel of aircraft. Therefore, the
variable cost of quieter, nore costly aircraft currently being used by
that operator was considered when evaluating the cost of this final

rul e. On the other hand, since the nodel is not a dynamc nodel, the
FAA could not nodel any change in costs associated with an operator
choosing to switch over time fromnore noisy aircraft to nore quiet ones
after the rule beconmes effective. Nevertheless, the FAA concedes that
these quieter aircraft are expected to have higher capital and variable

operating costs than the noisier aircraft.

Comment: A commenter states that the new routes would require airplane::;
to fly a significantly longer route than helicopters. This would

increase the costs of airplane operators.

Response: The commenter is correct. The FAA, in its cost nodel, did
factor in those inpacts associated with the operators who as a result of

this final rule would have to fly longer routes.

Comment: A commenter notes that under the proposed restrictions, it
woul d not be able to both plan and to operate profitably. According to
this operator, the FAA has stated that air tour operators may nove
excess aircraft to other uses in order to offset |osses caused by the
operations limtation. However, according to this operator, the FAA has
failed to account for the fact that such redeployment wll cause

significant financial costs.

Response:  The FAA acknow edges that some operators nmay have to nove
excess aircraft to other uses. The operator wll utilize his/her
aircraft in those ways where the alternate opportunity associated with

his/her use of the aircraft is the greatest. As stated previously,
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since the nodel is not a dynamic nodel, the FAA could not nodel any
change in costs associated with an operator choosing to switch from

operating his/her aircraft in one location versus an alternative one.

Comrent: One commenter states that the regulatory analysis failed to
anal yze producers' surplus and thus either understated the benefits or
overstated the costs. The commenter states that since the FAA anal yzed
the consuners' surplus of this proposed rule, then it should analyze the
appropriate counterpart, or producers' surplus. This commenter defines
producers' surplus as the difference between what the productive
services of a resource owner earns in his/her occupation and the minimun

he/she is willing to accept to stay there.
Response: The FAA did not explicitly nmeasure producers' surplus. The
FAA does not have the information to analyze this portion of the cost

equation.

c) Requl atory Flexibility Analysis

Comment: An air tour operator believes that while there may not be a
rel ati ve disadvantage anong air tour operators in terms of being

di sproportionately inpacted there is an absolute disadvantage both in
time consunption and economic inpact to inplementing these reporting

requi renents.

Response: The FAA agrees that there are positive costs to the
regul ations. The costs are not larger for the smaller of the small
operators. In relative ternms, they may be larger but not significantly

| ar ger.
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Comment: Oher operators claim that the regulatory evaluation violates

the requirenents of the Regulatory Flexibility Act and SBREFA.

Response: The FAA disputes the fact that it violated the requirenents
of the Regulatory Flexibility Act and SBREFA. The FAA believes that
this regulatory evaluation is in conpliance with the RFA and SBREFA.
Moreover, the FAA has been in contact with both the Small Business
Admini stration (sBa) and the O fice of Managenent and Budget (oMB)
during the course of this rulenmaking, and on no occasion did either
agency indicate that the FAA was not in conpliance with the RFA and

SBREFA.

Comment: A commenter states that the econonic anal ysis shows that the

i mpact on snall businesses has serious defects.

Response: The commenter did not el aborate on why and how the inpact on
smal | businesses has serious defects. However, the analysis for the
proposed rulemaking stated that this rule would have a significant

i mpact on a substantial number of small entities.

D) I nternational Trade | nmpact

Comment:  Several air tour operators argue that the econom c analysis
failed to address the inpact on international trade. One operator says
that 50 percent of its customers are foreign nationals. Cther
commenters state that 90 percent of Las Vegas based carriers' passengers
are foreigners. The Grand Canyon Air Tour Council (GCATC) states that a
survey of the southern Nevada based air tour passengers done by the
Center for Business and Economics Research at the University of Nevada,

Las Vegas (UNLV) indicates that in recent years, over 90 percent of the
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clients are international visitors. In addition, the GCATC suggests
that air tours are service exports and the proposed FAA rulemaking will
have a negative effect on the United States bal ance of trade. These
commenters note that the FAA was incorrect to state that the Notice of
Proposed Rul emaki ng (NPRM) woul d not have a significant inpact on
international trade and should be recognized by the Ofice of Managenent

and Budget.

Response: The FAA nmmintains its position, stated in the economnic
analysis, that the incremental inpact of this rulemaking will not affect
United States international trade. The FAA agrees that sone air tours
may be considered service exports; however, the FAA believes that these
GCNP air tour operations do not represent a significant portion of the
United States' exported goods and services to foreign entities. The
GCNP air tour service is only one el ement of export services, which at
the sane tinme, is only a part of the United States' balance of trade.
Wiile the FAA is sensitive to the fact that foreign visitors constitute
a large segment of the Grand Canyon air tour custoners, the FAA does not
believe that foreign visitors to the Grand Canyon will have a

significant inmpact on the United States' bal ance of trade.

EYDdt&s t h o d ol o g vy ,

Comment:  Several commenters state that the 1997-1998 base year chosen
was one of the worst years in history for the air tour industry. Mich
of the reasoning was attributed to a reduction in tourists comng from
Asia due to the Asian financial crisis and to the excessive nunber of
bad weather days during that period. The commenters note that this
econonic data allows for no growth in the industry. They state that the

initial allocation that has been devel oped for the 1997-1998 period does
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not reflect normal business operations. In fact, it is 20% to 40% below
operations as of July 1999.

Response: The FAA maintains its position regarding the use of the My
1, 1997 through April 30, 1998 data as the baseline period. In order to
nove forward with rules to achieve significant steps towards restoratiorn
of natural quiet, a policy decision was made to use the first 12 nonths

of reporting

Comment:  One commenter says that the use of the 1997-1998 base year
woul d be detrimental to tourismdevel opment and that it would create an
"unheal thy economic environment for our air tour operators." Another
commenter clains that the use of this base year would force operators tc

reduce current year operations by 10 to 70 percent.

Response: As stated earlier, the choice of a baseline was a result of e
policy decision. Wile the inpact of that decision on air tour
operators may vary from operator to operator, it is unlikely that it
woul d force some operators to reduce current year operations by 70
percent. The nost current data collected by the FAA (May 1998 through
April 1999), when conpared to the baseline period, suggest that there
was a further 5.7 percent reduction in total air tour operations in the
GCNP during the second year. It is likely that if the FAA were to
incorporate the 1998-1999 data in its analysis, the rule would have a

greater inpact on air tour operators than the proposed base year

Comment: One air tour operator proposes that the FAA collects data of
air tour activity over the Gand Canyon for a period of three years
instead of the one year, to obtain an accurate average of the air tour

activity.




Response: The collection of data over a three-year period (May 1997
through April 2000) may enhance the current database for analysis, if
the FAA were to undertake such a task. However, doing so would delay
i mpl ementation of this rule and, thus, not be responsive to the goal of

Public Law 100-91.

Comment:  Anot her commenter notes that the FAA appears to be using
outdated data in its regulatory evaluation. The commenter adds that,
since the rule will affect only 25 entities operating fewer than 100,00¢
air tours annually, the FAA should have enough time to collect and

tabul ate the nobst recent data (May 1998 through April 1999) from these
entities. The commenter suggests that this would ensure that the

regul atory evaluation is based on correct data and that the correct
decisions emanate from that data. The Gand Canyon Air Tour Counci
(GCATC) al so states that the data should be collected over a two-year

period.

Response: The FAA does not agree with the commenter in the suggestion
that the FAA used outdated data in its analysis. As stated previously,
the FAA did collect and tabulate the nost recent full year data (Muy
1998 through April 1999). This data, when conpared to the proposed base
year, suggest that there was a further 5.7 percent reduction in tota

air tour operations in the GCNP during the second year. It is likely
that if the FAA were to incorporate the 1998-1999 data in its analysis,
the rule woul d have a greater inpact on air tour operators than the

proposed base year.

Wth regards to data for the third full year (May 1999 through Apri
2000), prelimnary information from the first trinester reports (the
most current data collected) indicate that the downturn in air tour

operations during the first two years of data collection may be
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reversing. However, because all of the data for the third full year ha:s
not been collected, the FAA cannot include this data in its analysis.
Comment: One operator disagrees with the FAA's statenent in the

regul atory evaluation (page 21) that wal k-ups constitute “very little"

of air tour business. The operator suggests that over 85 percent of

hi s/ her business is generated by wal k-up and non pre-booked busi ness.

Response: The FAA recogni zes that wal k-up groups nay constitute an

i mportant source of business for a particular conpany; however the data
does not support this fact for the industry as a whole. Data show that
international charter groups mainly from the Far East Asian countries
and Western Europe; chartered bus tours; and packaged tours sponsored by
strip operators at Las Vegas casino-hotel establishments are the nmain

source of business for air tour operators conducting tours at GCNP.

Comment:  Some commenters State that the operations limtation process
is flawed and nonfactual. They note that the FAA's allocations are

prem sed on a depressed based period. One commenter notes that
limtations will keep air tours at a | ower than econonical |y sustainable
level. Oher commenters say that allocations will force some air tours
out of business. Moreover, there are no alternatives to allocation

period.

Response: As stated earlier, the FAA naintains its position regarding
the use of the May 1, 1997 through April 30, 1998 data as the base year.

The FAA recognizes that this period nay have been a difficult year for

the GcNP air tour industry. However, the base year was determned as a

result of a policy decision to base this rule on the first full year of

the data after the effective date of the 1996 Grand Canyon final rule.
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The FAA has, however, mmde several attenpts to address the individual
operator's allocation concerns in certain cases. The FAA has reviewed
its data and the additional information provided by these operators and
has consi dered appropriate adjustnents to their individual allocations
using paraneters set heretofore in the final rule. As a result, the rFan
has adjusted the proposed baseline of 88,000 to 90,000 total conmercial

air tours in the GCNP.

Comment: (One operator states that the operations limtation will make
his air tours less affordable. The operator notes that he already
charges $94 per passenger for a half-hour tour. Thus, a famly of four
woul d be charged $376 for the same tour. The operator believes that an
increase in cost due to the rule will make an air tour of GCNP cost

prohibitive for the Anmerican public.

Response: Inits analysis, the FAA has assuned that GCNP commercial ai:
tour sightseeing operators could recover any increase in operating cost
due to this rulenmaking by charging their customers nore for air tours.
A percentage of the cost will be passed along to the custoner and a
percentage of it will be absorbed by the operators as a cost of doing
busi ness at the gcNp. The price increases will be determined by the
market place, which will keep all operators conpetitive. At this tine,
the FAA does not have adequate data to estimate how sensitive custoners
are to the likely price increases for air tours of the Gand Canyon.
However, the FAA believes that commercial air tour sightseeing operators
will be able to recover nost of the increased costs inposed by this
rule, because the price increases will wusually be relatively snall
(conpared to the price of an air tour) so that nost potential custoners

will continue to purchase air tours of the Gand Canyon.
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Comment: Several commenters believe that the allocation systemwl|
restrain growth and act as a barrier to additional investment. They add
that artificial caps on operating capacity will make it difficult for

| enders to invest capital

Response: The FAA recognizes that because of the allocation system the
future growth of air tour operations would likely be curtailed. This is
one of the acknow edged costs of achieving natural quiet in the GCNp.
Furthermore, the FAA agrees that this restriction on future growth would
act as a barrier to additional or growh investnment. However, in the
long run, the operations limtation should not make it difficult for
operators to attract replacenent investment (e.g., capital needed to

repl ace aged and/or noisy aircraft) as demand for air tours is expected
to increase, which should make it possible for the operators to raise

their prices.

Nonet hel ess, the FAA has taken clear action to reduce the inpact of the
operations limtation on GCNP air tour operators. This action includes
the elimnation of seasonal apportionnment of allocations and the ability
to transfer allocations. These provisions will reduce the inpact of
operations limtations on the growth of air tour businesses as operators
are allowed nore flexibility in the distribution and use of their
allocations throughout the year to adjust to any fluctuations in narket

demand.

Comment:  One commenter suggests that flight caps and | ack of Las vegas-
G and Canyon route would surplus substantial nunber of aircraft, reduce
nmonthly | ease incone per aircraft by 1/3 and | ower market val ue of

aircraft by 1/3.

Response: The FAA acknow edges that the operations limtations could

inpact the GCNP air tour operators' principal |ease market (e.g., other
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GCNP air tour operators), and this could lead to some aircraft being

under utilized sone of the tinme. In the absence of nore detailed data,
the FAA cannot accurately estinate the overall inpact on the |ease
mar ket . Therefore, the FAA does not have evidence to lead it to believe

that the operations linitation will reduce the market value of aircraft
by one-third. The narket forces will have to deternine the value of
these extra aircraft. The FAA, however, is aware of linmted alternative
| easing nmarkets in the Las Vegas area other than other GCNP air tour

operators.

Wth regards to the Las Vegas-Gand Canyon route, the FAA has provided
alternative routes between Las Vegas and Tusayan that pass through the
genp.  In fact, some air tour operators have already elected to utilize

these routes.

Comment:  Anot her commenter purports that a major crisis abroad coul d
significantly inpact him since 8o percent of his/her air tour
passengers are foreigners. If the air tour passenger numbers were to
drop significantly due to a foreign crisis in any given year, and these
allotnments are confiscated (under the use or |ose provision), then the

company would not be able to nmake up these revenues in succeeding years

Response:  The FAA recognizes the fact that the air tour industry is
sensitive to fluctuations in visits by foreigners to the gecnp. The FAA
has taken clear and reasonable steps in addressing the concerns of the
air tour industry while adhering to its congressional nandate to restore
natural quiet to the GcNpP. These noticeable actions to reduce the

i mpact of operations limitation on GCNP air tour operators include a
180-day extension of the use or lose provision (if the operator's
written request is approved by the FAA) and the elinination of seasona

apportionment of allocations. By relaxing allocation restrictions
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under the final rule, the operators will have nore flexibility in their
busi ness operations to better handle sone of the potential effects of a
major crisis abroad. The use or lose provision is triggered only if no

allocations are used during the specified time period.

Coment:  One commenter says that limtations on air tours will not only
hi nder revenue from foreign visitors but also increase the denmands on

Park roadways, visitor centers, and other resources.

Response: The FAA recognizes the possibility that there nay be an
increase in the demand for ground tour operations. Sone individuals whe
would take air tours in the future would no longer take them Sormre

i ndi vidual s who would have flown, from Las Vegas for exanple, night now
take ground transportation to the G and Canyon and then a surface tour.
However, at this tine, without adequate data, it is difficult to
estimate with accuracy the substitution effect of the operations
limtation on ground tour operations in the gocNp. The FAA and Nps wil |
be closely nonitoring this situation and will take appropriate action to

mtigate any problens that nmay devel op.

Comment:  One commenter believes that ‘allocations nust be considered a
property interest," not just an operating privilege. The commenter adds
that air tour conpanies have invested a substantial anount of tine and
nmoney in their businesses, and the operator clainms that allocations nust
be an intangi ble asset belonging to each respective air tour conpany.
Anot her commenter states that the FAA should not have sole control over
flight allocations. On the other hand, a coalition of environnental
organi zations suggests that the allocations not be construed as property

that could be sold.
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Response: As stated in the preanble, the FAA maintains that allocation;;
are not a property interest. The FAA is authorized to develop plans and
policy for the use of navigable airspace and assign by regul ation or
order the use of the airspace necessary to ensure the safety of aircraf:
and the efficient use of airspace (see 49 U.S.C. §40103(b)) .

The FAA has been granted clear authority to regul ate airspace and air
carriers. The FAA has used this authority, together with its authority
in Public Law 100-91, to establish the GcNpP SFRA and to regul ate for
noise efficiency. Gven its clear mandate to regul ate airspace, the rFai
cannot grant property rights to an air carrier in the airspace. Thus,

an allocation nust be an operating privilege

Comment: One operator states that the 180 days is not a proper
measurenent of tine for the use or lose provision proposed in section
93.321. The operator adds that it is too arbitrary, and that a nininmm
of 360 days is needed. Another operator proposes to replace the
proposed rule to withdraw allocations for inactivity in any consecutive
180-day period with a "Statement of Intent to Operate" that includes the
operator future business plans. On the other hand, a coalition of

envi ronnental organi zations argues that allocations unused for 180 days

should be retired, not transferred

Response: As stated in the preamble, the use or lose provision is
i mportant because it recognizes that the FAA is the sole controller of
the allocations. If not used, the air tour operator will lose its

allocations, thus its operating privilege in the GCNP SFRA.
However, the FAA, in consultation with Nps, is nodifying the rule to

establish a show cause provision prior to the end of 180 consecutive

days. Under this provision, an operator who had not used an allocation

51




for 180 consecutive days, but who intended to do so in the future, nust
submit a witten docunent to the Las Vegas Flight Standards District

O fice (Fspo) prior to the expiration of the 180-day period. This
docurent nust show why the operator had not conducted business during
the prior 180 days and when it intends to resune business operations.

In response, the Fspo Will issue a letter indicating whether the
operator has additional tine and the |ength of the extension, which

woul d not exceed 180 cal endar days. Operators would be allowed to
request one extension; thus the maxi mum anount of tine an operator woulc

be granted under the use or |ose provision would be 360 days.

Comment:  Several commenters note that there should be no restrictions
with regard to what season their allocations can be utilized. They add
that the only accurate predictor of peak or non-peak periods is the
mar ket pl ace.  To nove off-season allocations into peak-season is not
valid because the business requires continuity of personnel, extensive

and recurrent training, off-season naintenance, etc.

Response: In an effort to strike a balance and fulfill the FAA's
statutory obligations under Public Law 100-91 and SBREFA, the FAA is not
apportioning the allocations between peak and off-peak season. By
elimnating this additional allocation restriction, the operators wll
have some flexibility in their business operations so that they can
mtigate the revenue |osses that will be incurred with the inposition of
this operations limtation. Furthernmore, the FAA is permtting
allocations to be transferred among air tour operators, subject to
restrictions. This action will provide operators will the flexibility

to meet varying demand.

52



F) Reporting Requirenents and Flight Pl ans

Comment: One operator states that repositioning flights, naintenance
flights, check flights, training flights, charter flights, private
flights, etc. are not air tour flights and should not be subject to any
reporting requirements, as there are Standard Operating Procedures for
comercial helicopter conpanies. Qher commenters note that reporting
shoul d not be inposed as a condition of FAA Form7711-1 Certificate of

Wi ver or Authorization.

Response: The FAA notes that only those flights designated as
commercial SFRA operations are required to be reported. The FAA will

i mpose reporting requirenents on flights operated under FAA Form 7711-1
Certificate of Wiver or Authorization. The information obtained from
the report requirenents will assist the FAA and NPS in devel oping a
clearer picture of the types and nunbers of flights operating in the

GCNP SFRA.

Comment: Another operator says that the handwitten (with carbon
copies) reporting requirement is unnecessary and unacceptable since the
same information is provided by conputers, |ogbooks, and overflight
reporting to the Nps. Thus, the cost of this reporting requirenent
(cost of carbon forms, printing, and distribution of the forms) is a

burden and it adds no val ue

Response: This comment appears to address a witten alternative to the
flight filing plan nethod that was considered in the course of
devel opi ng the NPRM. The FAA concurs with this commenter that a witten

formof filing a flight plan is time and cost burdensone and, therefore

decided against the inplenentation of this provision. The information
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that is required to be reported may be subnmitted in electronic fornat

under the rul es.

Conment:  One operator contends that the cost of inplenenting the flight
plan filing method is unacceptable because it is an unnecessary econonic
burden. According to this commenter, the information is already
provided to the FAA. The $25 overflight fee guarantees the reporting of
flights so that the allotments are not lost. In addition, the operator
calculates that if the FAA's tine estimate for filling out a flight plar
was accurate (5 mnutes per aircraft), his/her air tour business would

| ose about 3 flights per aircraft per day. This operator's potential
loss of 3 flights per day per aircraft was derived mathenatically based
on full fleet utilization, passenger l|oad capacity, and optimm turns

per day and reflected as a daily revenue | oss of %$34,200.

Response: The filing of a flight plan is necessary, as it wll provide
i mediate information on when a flight had comrenced and when it has
been conpleted. Moreover, this data will be used to ensure conpliance
with the comrercial air tour linitations. The information provided to
the NPS in conjunction with overflights is not identical. Thus, this

reporting is not duplicative.

As to the economic inpact of the flight plan nethod, the FAA appreciates
the information provided by the operator's optinization nodel and agrees
that under the proposed operating conditions, such |osses could occur.
However, after reviewing the data from the base year, it appears
unlikely that the operator could enploy the proposed optinmzation nodel

under normal operating conditions every day of the year.

It is likely that an air tour operator with such a magnitude of

operations could have prepared flight plans in advance. Operators nay
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wi sh to develop "canned" flight plans that can be opened and cl osed

qui ckly.  The FAA does not believe this approach would pose an
unreasonabl e burden on the pilot since the pilot does not have to open
or close the plan. The operator may designate this task to a ground
enpl oyee.  This nethod would provide the pilot with nore tine to conduct
air tours. Thus, the airtinme loss due to preparation of flight plans

could be mnimzed.

G) I npact on Air Tour Qperators

Comment:  The FAA received many coments relating to the cost inpact on
air tour operators overall. Some commenters state that inposing
unnecessary regulations on the air tour industry that provides hundreds
of jobs and inposes far less environnental inpact on ground visitors is
i nappropriate. One operator states that the proposed rule should have
provisions prohibiting the FAA from interfering with or controlling
pricing of air tours and leasing or sale of allotnents. Prices charged
by the air tour operators should not be subjected to NPS or FAA

approval .

Response: The U S. Congress has directed the FAA and the NPS to work
together to pronulgate regulations to achieve substantial restoration of
quiet in eeNp. This rule nmoves the Grand Canyon air tour industry
towards the goal of restoring natural quiet in the Gand Canyon National
Park. Wile some parties believe that these environnental regulations
are unnecessary, others believe that they are not and the possibility of’
some individuals losing their jobs is worth the cost. As far as the FAxn
interfering with pricing, the FAAis prohibited frominterfering with or
controlling the pricing of air tours and the |easing or sale of

al | ot ments.
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Comment: O her commenters state that this proposed rule would result in
a loss of incone to tour operators. They also say that the proposed
rulemaking is a threat to the continued viability of the air tour

i ndustry. Even ot her commenters say that the proposed rule would place
the small operators at a disadvantage. One commenter argues that small
operators would have to increase prices, while large air tour operators
could hold out longer before increasing prices. This operator states
that if small operators go out of business or do not use their

allotment, the large operators would capture a large portion of the

unused allocation through redistribution.

Response: The FAA accepts as valid many of the responses from
commenters Who state that the air tour industry may be adversely
affected because the FAA regulatory evaluation shows that costs over ten
years woul d be significant. However, it is highly unlikely that the
continued viability of the air tour industry overall would be in
jeopardy because at some equilibrium price, people would still want to
take air tours across the Grand Canyon. All of the operators affected
by this rulemaking are small so it is unlikely that they would be at an
econoni ¢ di sadvantage relative to each other. These issues wll be

di scussed further in the regulatory flexibility section.

Comment:  An operator states that the proposed rule would cause them to
cease operating airplanes and instead focus only on helicopters. As a
result of this rulemaking, a mnimmof four positions would be |ost as
wel |l as tens of thousands of dollars in |ost goods and services to
support their fixed wing operations. They also believe that this

proposed rule would reduce both conpetition and customer service.
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Response: The FAA has attenpted to reduce to the extent practicable the

costs of this proposed rul emaking, especially for small entities.

Comment: One operator claims that it uses nore quiet aircraft
(Vistaliners) than many other air tour operators do. This operator
states that the Saddle Muntain route increases direct operating costs
by 20 percent or $91.72 per flight and inposes a weight penalty of 130
pounds of fuel. They also claimthat they have high fixed costs and

| ost nmoney in 1998. Moreover, they cannot raise prices and state that
they didn't raise prices in 1997-98 when traffic fell. In addition, the
costs of changing their fleet is high and that this proposed rul emaking
would result in a loss of $750,000 annually if adopted. They further
state that they need 3,700 flights to produce enough net revenues to
cover fixed costs but that this proposed rule would only allow 3,165
flights and that they cannot break even. Finally, the Vistaliner is
rarely used for non-tour purposes. The extra weight on these aircraft

is due to windows, air conditioning, and propellers.

Response: The FAA acknow edges the econom c burden placed on those
airplane operators whose principal air tour offering was the former
Black 1, 1A loop up the zuni Point Corridor, across the North R m and
down the Dragon Corridor. The FAA has therefore, in its Notice of Route
Avail ability, amended the restriction to one-way airplane traffic in the
Zuni Point Corridor to allow reverse operations on the new Bl ack 2
airplane tour route. This will also provide the airplane operators
conducting air tours in the East-end Tusayan market with an air tour
that is a conpetitive alternative to the helicopter tours conducted in
the Dragon Corridor. The FAA also notes that from a regulatory

perspective, the concept of "quiet aircraft” is still in devel opnent.
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H) |npact on the Local Econony

Conmment:  One commenter manages a ground taxi service business that
assists many air tour conpanies. For exanple, it provides shuttle
services to and fromthe airport. This commenter states that in
conparison to other means of experiencing the GCNP, air tours place the
| east burden on the National Park Service and on the environment. This
commenter’s annual operating revenue is nearly $1 mllion and enploys 21
wor kers. If the rule were inplemented, air tour operations would be cut
by an average of 34 percent. Combined with a loss of two nillion
dollars in 1997 and no opportunity for growth, their clients would

|'i kely discontinue operations.

Several commenters state that this proposed rule would have a
devastating inpact on small businesses and harm |ocal, as well as
Arizona, tourism Another commenter states that the air tour industry
has been a vital part of the Arizona econony for over 60 years.
According to a study published by the University of Nevada at Las Vegas,
air tour operators contribute nore than $374.8 mllion a year to the
Nevada tourism econony. The proposed rule would have a trickle-down
effect on nunerous related and unrel ated businesses including notels,
restaurants, and autonobiles. In addition, the proposed rule would have
a significant inpact on revenues such as those airports owned and

operated by Cark County.

Response: This proposed rule is likely to have an inpact on the |ocal
econony in the future because future growth would likely be curtail ed.
The FAA concedes that some individuals who would take air tours in the
future would no longer take them other individuals who would have

flown, from Las Vegas for exanple, might now take ground transportation
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to the Grand Canyon and then a surface tour. This is one of the

acknow edged costs of achieving natural quiet in the GCNP.

) Econonmic |Inpact Associated with The Tribe

Comment:  The proposed restriction on the nunber of visitors to G and
Canyon West arriving by air could cut the Hualapai Tribe's General Fund
alnost in half, force the elimnation of the Youth program
significantly cause a "Reduction in Force" of tribal enployees, and
cause severe econom ¢ hardship on the famlies that rely directly and
indirectly on the jobs created by the tourism business at Gand Canyon
Vest. The Tribe enphasizes that the transport flights must not be

confused with tour overflights, which do not land on the Reservation.

One operator, who conducts helicopter air tours, enploys 79 individuals,
i ncluding seven menbers of the Tribe. This operator claims that its'
flights are in support of the devel oping economy of the Tribe. The
Tribe approved this operator's plan to bring custonmers to the
Reservation and the operator has nmde substantial investnents in

equi pment, enployees, and nmarketing efforts in reliance on that
relationship. Since the Tribe approved this operators' plans, the air
tour operator clains that the business plan has been increasingly
successful and profitable for both parties. The Tribe's menbers provids:
meals, visits to Native Anerican Sites, dancing exhibitions and other

Native American cultural experiences, and river guide services

The operator also clains that the Tribe is comitted to developing a
tourism business in a careful and dignified way that is respectful of
their traditions and culture and does not crassly comercialize their

speci al pl aces.
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During the year May 1, 1997 through April 30, 1998 the operator nade
nearly 3,000 trips to the Reservation. For that time period, this

hel i copter operator paid the Tribe approximately $200,000 for |anding
rights and for services provided by them to their customers. This air
tour operator believes that linmiting their allocations would be both
unfair to operators and the Tribe. The air tour operator goes on to say
that he opposes using 1997-1998 as the base year for allocations. This
operator claims that he currently is on track to make over 7,000 trips
to the Reservation annually and expects to pay over $800,000 to the
Tribe for the landing rights and services associated with these trips.
These figures do not include the wages and benefits paid to the Hualapai
enpl oyees. In the year 2000, this operator states that Reservation
revenues from helicopter flights and associated tourism services woul d
be over $1 million. By liniting their flights to those made in
1997/1998, this operator states that the inpact on the operator's

busi ness would be simlar to those of the Tribe’s.

Response: The FAA has been consulting with the Native Anerican
interests throughout this rulemaking process and the econonic inpact on
the Reservation was highlighted during the comment period. The Tribe
has stated that they had an economic interest in air tour business
brought to the Tribe reservation via air tour operators operating under
FAA Form7711-1 Certificates of Waiver or Authorization. This
authorization allows air tour operators to deviate fromthe Geen 4

helicopter route and Blue 2 fixed wing route.

The FAA and Nps have decided to except operators conplying with specific
conditions from the individual allocation process. This is necessary ir
order to fulfill the governnent's trust responsibility to the Tribe,

whi ch woul d be adversely inpacted if the operations limtation were
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applied to operators servicing Gand Canyon West Airport in support of

the Reservati on.

These conditions are as follows: 1) the certificate holder conducts its
operation in confornmance with the route and airspace authorizations as
specified in its GCNP SFRA operations specifications; 2) the certificate
hol der nust have executed a witten contract with the Hualapai | ndian
Nation which grants the certificate holder a trespass permt and
specifies the maxi num nunber of flights permtted to land at Grand
Canyon West airport and at other sites located in the vicinity of Gand
Canyon West airport and operates in conpliance with that contract; and
3) the certificate holder nust have a valid operations specifications
that authorizes the certificate holder to conduct the operations
specified in the contract with the Hualapai |ndian Tribe and
specifically approves the nunber of operations that may transit the GCNE

SFRA under this exception.

3. The Final Rule

The governnent has anal yzed the noise situation at GCNP for nore than
two years and has decided that a greater effort nust be nade to reach
the statutory goals of Public Law 100-91, especially in light of the
President's Menmorandum  Noise generated by aircraft conducting
comercial air tours presents a specific type of problem because these
aircraft tend to be operated repeatedly at |ow altitudes over the sane
routes. Thus, the FAA issued its 1996 final rule and instituted the

aircraft cap as a nmeans to linmit aircraft noise generated by air tours

In the 1996 final rule, however, the FAA underestimted the nunber of
aircraft operated in the GCNP SFRA by commercial air tour operators.

This problem was identified in the Notice of Carification issued
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Oct ober 31, 1997 (62 FR 58898). In fact, the FAA concluded in this
Notice that "there is enough excess capacity in ternms of aircraft
nunbers for air tours to increase by 3.3 percent annually for the next
twel ve years if the demand exists (62 FR 58902) .~ The FAA went on to
state that "in the aggregate, and for nost individual operators, the
nunber of air tours provided can continue to increase while the nunber

of aircraft remnins the sanme."

This final rule will tenporarily limt comrercial air tours in the Gcnp
SFRA at the level reported to the FAA by the operators for the baseline
period, pending inplenentation of the Conprehensive Noise Minagenent
Plan. During the inplenmentation of the commercial air tour limtation
the FAA and the Nps will collect further information regarding
commerci al SFRA operations and aircraft noise in geNp.  The Nps and the
FAA will use the information collected during this time to deternine
whet her the "substantial restoration of natural quiet" has been

achi eved. In the event that the agencies determne that the statutory
goal is not met through the various noise mitigation techniques so far
adopted, the FAA and NPs will need to take further steps to achieve the
statutory goal. This could nean that the conmercial air tour limitatior
woul d becone permanent and/or that commercial air tours would be further

limted

In addition to the limtation on comrercial air tours, this rul enaking
will add a requirenent for certificate holders to file a visual flight
rules (vrr) flight plan to provide the FAA with a mechani sm for
nmonitoring and enforcing the limtation. This rule will also nodify the
current reporting requirenents to require certificate holders to report
air tour and other types of flights that enter the sFra. This data
woul d be used to assess the noise situation in GCNP and further devel op

t he Conprehensive Noise Managenent Plan
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The rule al so makes a nunber of non-substantive changes to Part 93,
subpart u. These changes consist of the follow ng: renunbering

par agraphs, moving subparagraphs into new sections and amendi ng section
headings. These changes are intended to nmake the rule easier to read

and understand and to reflect the changes.

A) Definitions

Three new definitions will be added to § 93.303 and will be applicable
to part 93, subpart u. Definitions will be added for the terns

"allocation", "commercial air tour”, and ‘commercial SFRA operation.”

Al location: The term "allocation" will be defined as the authorization
to conduct a commercial air tour in the Gand Canyon National Park
(cenNp) Special Flight Rules Area (SFRA). Each operator reporting air
tours to the FAA for the baseline period will receive one allocation for

each comercial air tour reported during the base year.

Commercial Air Tour: The term"comercial air tour” will be defined as
any flight conducted for conpensation or hire in a powered aircraft
where a purpose of the flight is sightseeing. If the operator asserts
that a given flight is not a commercial air tour, the Admnistrator nay
consi der a nunber of factors in determ ning whether or not the flight is
actually a commercial air tour. Factors that the Adm nistrator my
consider include, but are not limted to the follow ng: 1) whether there
was a holding out to the public of willingness to conduct a sightseeing

flight for conpensation or hire; 2) whether a narrative was provided

that referred to areas or points of interest on the surface; 3) the area

of operation; 4) the frequency of flights; s5) the route of flight; e)
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the inclusion of sightseeing flights-as part of any travel arrangenent
package; or 7) whether the flight or flights in question would or would
not have been cancelled based on poor visibility of the surface. The
Admi ni strator may give nore weight to sone factors than others in makinc

this determ nation.

The current rules at part 93, subpart U use the term ‘commrerci al
sightseeing flight" at § 93.305 (Flight-free zones and flight

corridors), § 93.307 (Mninumflight altitudes); 93.315 (Conmerci al

Si ghtseeing operations); § 93.316 (Conmercial sightseeing limtations);
and § 93.317 (Conmercial sightseeing flight reporting requirements).

This rule replaces the term "conmercial sightseeing flight" with the
term "commercial air tour" throughout part 93, subpart U.

This definition clarifies which flights are considered comercial air
tours. The current rules do not define the term "commerci al sightseeing
flight". Instead, the FAA has assumed that flights operated on the
Blue, Black and Green air tour routes that are reported to the FAA under
§ 93.317 are commercial air tour flights with the follow ng exceptions:
1) flights using the Blue Direct and Blue Direct South routes generally
are presumed to be flights to nmove passengers from point A to point B
(transportation) or flights to position aircraft (repositioning flight);
and 2) flights using the Gieen 3 route are operated under an FAA Form
7711-1 Certificate of Waiver or Authorization (issued by the Las Vegas
Flight Standards District Ofice (FSpo)) in support of Supai Village anc
t he Havasupai Tri be. The FAA also believes that nost flights operated
on the Brown routes are operated under an FAA Form 7711-1 Certificate of
Wai ver or Authorization, typically in support of the Canyon's river
rafting operations, but that on occasion, a sightseeing flight can
transition to a Brown route as a part of a nmore extensive conmercial
sightseeing flight. Finally, in the final rule, there are only two

east/west routes that will be used for all types of commrercial SFRA
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operations. Hence, because it will be nore difficult to identify air
tours based on the route flown, the FAA defines the term"comercial air

tour," to separate commercial air tours from other types of flights

Conmercial sFrRA Operations: Public Law 100-91 recogni zes that noise

associated with "aircraft overflights" at the GCNP is causing “a
significant adverse effect on the natural quiet and experience of the
park." In order to inprove noi se managenment in the GCNP, the agencies
believe it is necessary to inpose sone requirenents on all flights
conducted in the SFRA by air tour operators, regardless of whether an
air tour is actually conducted on that flight. Therefore, the FAA
adopts a new termto apply to all conmercial operations conducted by
certificate holders authorized to conduct flights within the GCNP SFRA.
The term "Commercial Special Fight Rules Area Operation" (Conmercia
SFRA (peration) is defined as any portion of a flight within the GCNP
SFRA that is conducted by a certificate hol der that has operations
specifications authorizing flights within the GcNP SFRA. This termis
broader than the term ‘commercial air tour" as it includes air tours as
well as transportation, repositioning, maintenance, training/proving
flights and flights to Grand Canyon West Airport. The types of flights
included in the definition of comrercial SFRA operations will be set
forth in the "Las Vegas Flight Standards District Ofice Gand Canyon
National Park Special Flight Rules Area Procedures Mnual" and may be
revised fromtine to time to accurately reflect flights in the SFRA.
Commrer ci al SFRA operations do not include supply and admi nistrative
flights conducted under an FAA Form7711-1 Certificate of \Waiver or

Aut horization in support of the Indian tribes, or other flights
conduct ed under FAA Form7711-1 Certificates of Waiver or Authorization
The FAA has created this new term so that it can better account for the
types of operations occurring within the park other than comercial air

tours.
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B) Requirenents Specific to Commercial SFRA (Qperations

Section 93 315 is reorgani zed and revised to renove the capacity
limtation of aircraft and to delete the reference to the outdated SFAR
No. 38-2. The language being nodified only applied to aircraft having a
passenger-seat configuration of 30 or fewer seats. The FAA believes
that renoval of the capacity restriction is necessary because it is
aware that some air tour operators are beginning to use |arger capacity
aircraft. The FAA wants to ensure that each air tour operator,

regardl ess of the capacity of aircraft, is held to the same operational

and safety standards.

Section 93.317 of the final rule maintains the current curfew hours in
the Dragon and zuni Point Corridors (current § 93.316(a)). This curfew
will apply to commercial SFRA operations. Currently, the curfew applies
to "commercial sightseeing operations”, which is an undefined term The
FAA believes that amending this curfew to include commercial SFRa
operations will inprove the nanagenent of aircraft noise in the Dragon

and zuni Point Corridors. The FAA is noving this |anguage from

§ 93.316 t0 § 93.317 and is reserving § 93.316 for future use.

Section 93.325 requires certificate hol ders conducting comercial air
tours in the GCNP SFRA to report their comrercial SFRA operations to the
FAA on a quarterly basis. As discussed below, this reporting

requi renent enables the FAA and NPS to assess nore accurately the noise
| evel and airspace use in GCNP and further the devel opment of the

Conprehensi ve Noi se Managenent Pl an.
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C) Operations Limtation

This rule limts all comrercial air tours in the GCNP SFRA on a 12 nonth
basis so that such air tours conducted by certificate holders in the
SFRA do not exceed the ampunt of air tours reported in accordance with
current § 93.317 for May 1, 1997 through April 30, 1998. Final § 93.31¢
establishes this comrercial air tour limtation. The nunber of air
tours that a certificate hol der can conduct will be shown on the

certificate holder's operations specifications as allocations.

These allocations will renmain unchanged by the FAA for a twenty-four
nonth period, fromthe effective date of this rule. After that tine,
all certificate holders' allocations may be revised based on the
following: 1) data submitted under § 93.325; 2) updated noise anal ysis;
and/or 3) the status of the Conprehensive Noise Managerment Plan. Any

change in allocations would be subject to notice and coment rul emaking.

The FAA and NPS realize that commercial air tour operators need
consistency to justify equipnent investnent and make other business

pl ans. In devising the two-year term for the allocations, the FAA
considered two other alternatives including revising the allocations on
an annual basis or on an ad-hoc bases thereafter. The FAA rejected both
of these alternatives because it was concerned that neither alternative
achieves the proper balance between providing the certificate hol ders
with the latitude necessary to conduct business and controlling noise ir

t he GCNP.

D) Initial Allocation

Under this rule, each certificate holder that reported comrercial air

tours to the FAA in accordance with current §93.317 that hol ds operator
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specifications to operate in the SFRA will receive one allocation for
each air tour reported during the May 1, 1997 through April 30, 1998
base year period, unless adjusted for one the reasons specific in the
Final Rule. The total nunmber of commercial air tours that were reported

by the operators to the FAA for that base year was 90,000.

I n devel opi ng the NPRM, the FAA and NPS considered 3 operationa
alternatives: 1) the 5 nonth peak season (May-Septenber); 2) a three
nmonth (July |-Septenber 30) peak season; and 3) a uniformyear with no
peak/ of f -peak delineation. For the final rule, the FAA is not adopting
any of the peak season allocation apportionnments. In an effort to
strike a balance and fulfill the FAA's statutory obligations under
Public Law 100-91 and the Smal| Business Regul atory Eval uation and
Flexibility Act (sBREFA), the FAA is not apportioning the allocations
between peak and of f-peak season. By elinmnating this additiona
allocation restriction, the operators will have nore flexibility (than
allowed in the proposed rule) in their business operations so that they
can nmtigate the revenue losses that will be incurred with the

inmposition of this operations linmtation

Under the final rule, allocations will be separated into those that may
be used in the Dragon and zuni Point Corridors and those that may be
used in the rest of the SFRA. Dragon and zuni Point allocations wll
be deternmined based on the nunber of air tours an operator conducted in
this region and reported for the baseline period. Only operators who
reported air tours in these corridors for the base year will receive
allocations for these corridors. The NPs and the FAA believe that
restricting allocations for the Dragon and zuni Point Corridors is
necessary because the airspace in this region is already congested. The
agencies believe that this restriction would help to maintain the nunber

of air tours in these corridors at a level that does not pose a
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congestion problemand that prevents aircraft noise in this region of
the park fromincreasing. This lintation will be revisited upon the

i mpl enentation of the Conprehensive Noise Managenent Pl an.

Certificate holders operating in the GCNP SFRA Will receive a witten
notification informng themof the follow ng information: 1) Total
nunber of air tours allocated in the sFra, and 2) Nunmber of air tours

allocated in the Dragon and Zuni Point Corridors.

The FAA recognizes that the air tour business in GeNp is fluid, and that
due to nergers/acquisitions, bankruptcies, or other commercial events
that affect operations, certificate holders may contend that the data
they subnmitted for May 97 - April 98 does not accurately reflect their
current business. Any certificate holder who believed that the data did
not reflect its business operations as of the date of this notice was
invited to submit a witten request to the Manager, Air Transportation
Division, Flight Standards Service, requesting that its allocation be
re-assessed and indicating why the base year was not an accurate

al location. Ten operators responded pronpting the FAA to revise the
estimated nunber of air tours conducted during the base period to just
over 90,000, and to increase the total nunber of allocations by 2,000
for certain operators. The bases for these adjustments are contained ir

the Final Rule.

E) Flight Pl ans

Final §93.323 requires each certificate hol der conducting commerci al
SFRA operations to file an FAA visual flight rules (VFR) flight plan
with an FAA Flight Service Station for each flight. Each flight segnent
(one take-off and one landing) will require a flight plan. The purpose

of each flight must be indicated in the "remarks" section of the flight
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plan. There are several types of flights. The termcomercial air tour
will be as already defined in this rule. The other flights will be
defined in the ‘Las Vegas Flight Standards District Ofice Gand Canyon

National Park Special Flight Rules Area Procedures Manual" as foll ows:

1. Transportation - A flight transporting passengers for
conpensation or hire frompoint Ato point Bon a flight other
than an air tour.

2. Repositioning - A non-revenue flight for the purpose of
repositioning the aircraft (i.e. a return flight wthout
passengers after an air tour that is conducted to reposition
the aircraft for the next flight).

3. Mai ntenance flight - A flight conducted under a speci al
flight permt, or a support flight to transport necessary
repair equipnment or personnel to an aircraft that has a
mechani cal probl em

4. Training - A flight taken for one of the following
purposes: 1) pilot training in the sFra; 2) checking the
pilot's qualifications to fly in the sSFRa; or 3) an aircraft
proving flight conducted under § 121.163 or § 135.145.

5. G and Canyon West Flights - A flight conducted in
accordance with the conditions set forth in §93.319(f).

The information obtained fromthe flight plan will be used to ensure
conpliance with the conmercial air tours linitation. The certificate
hol ders may wish to devel op “canned” flight plans that may be opened anc
closed quickly. In this case, no copies will have to be naintained by
the certificate holder or its pilot. The FAA believes that the VFR
flight plan requirement is less burdensome than the form system
considered as an alternative. At this time, the FAA believes that the

flight plan filing is a feasible approach.

F) Reporting and Recordkeeping

The reporting requirement currently contained in §93.317 is noved to
§93.325 and expanded to cover certificate holders with air tour

operations specifications for the GCNP SFRA conducting conmercial SFRA
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operations (i.e., air tours, nmintenance, transportation, repositioning,
training/proving flights, and Gand Canyon Wst Flights). The
information reported will be simlar to that currently required by
§93.317. Additionally, because comercial SFRA operations can originate
in one time zone and cross tinme zones and end in another tine zone, the
FAA wants to ensure that times reported are consistent; time wll be

shown in Universal Coordinated Time (ucT or UTC) in these reports.

Currently, certificate holders are required to report three tines a
year. The FAA proposed to nodify this requirement to require reports tc
be subnmitted to the Las Vegas FSDo on a quarterly basis. The
information submtted on these quarterly reports will be used by the FAA
and NPS to assess the noise situation in GCNP and in devel opment of the
Conpr ehensi ve Noi se Management Plan. Certificate holders can continue
to subnmit the quarterly reports in electronic or witten form however,

electronic transmssion (diskettes, email) is preferable and encouraged.

Certificate holders conducting flights in the sSFRA under an FAA Form
7711-1 Certificate of Waiver or Authorization will not be required to
report under § 93.325; however, the FAA will be requiring such reporting
as a condition of the waiver. Such reporting will provide the agencies
with a clearer picture of the types and nunmbers of flights operating in

t he SFRA.

G) Transfer of Allocations

Al locations to conduct comrercial air tours in the GCNP SFRA W || be an
operating privilege granted to certificate holders who conducted and
reported commercial air tours during the base year. The allocation will
be subject to reassessment after two years. Allocations to conduct

commercial air tours in the GCNP SFRA are not a property interest.
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The FAA recognizes that air tour operators often utilize a variety of
contracting/subcontracting methods to handl e passenger |oads during busy
periods. Thus, the FAA will allow an allocation to be transferred anong
certificate holders, subject to three restrictions. First, al
certificate holders will be required to report any transfer to the Las
Vegas Fspo. Pernmanent transfers of allocations resulting from

mer ger s/ acqui sitions, bankruptcies, or other reasons that affect
operations must be reported to the FAA Las Vegas FSDO in witing. The
transfer will not be affective until the FsDo re-issues the operations
specifications reflecting the transfer. Tenporary transfers will only
need to be reported to the Las Vegas Fspo. Second, all certificate
holders will be subject to all other applicable requirements in the
Federal Aviation Regulations. Third, allocations authorizing comercial
air tours outside the Dragon and Zuni Point Corridors will not be
permitted to be transferred into the Dragon and Zuni Point Corridors.

Al locations to operate within the Dragon and zuni Point Corridors,
however, can be used outside the Dragon and zuni Point Corridors. This
restriction is necessary to ensure that flights within these corridors

do not increase, thus posing a potential safety and noise problem

Furthermore, certificate holders who voluntarily cease conducting air
tour operations in the GCNP SFRA for any consecutive 180-day period wll
| ose their allocations unless the certificate holder notifies the Fspo
in witing, prior to the expiration of that tine period, of the
following: 1) the reason why the certificate holder has not conducted
any commercial air tours during the 180 consecutive day time period; and
2) the date the certificate hol der intends on resumng comercial air
tour operations. The Fspo will notify the certificate hol der of any
extension to the 180-day tine period, not to exceed an additional 180

consecutive days. A certificate holder may be granted one extension
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This use or |ose provision recognizes that the FAA is the sole

controller of these allocations. If not used, the holder will lose its
operating privilege and the FAA will then assert its control and decide
whether to redistribute the allocations. The FAA originally proposed a
tinme period of 180 consecutive days; however, given the seasonal nature
of the air tour business, the FAA believes that this time period could

be prejudicial against the certificate hol ders.

The FAA also retains the right to redistribute, reduce, or revoke

al l ocations based on the need to carry out its statutory nandate to
regulate for efficiency of airspace or aviation safety. Additionally,
the FAA nay redistribute, reduce or revoke allocations if the
certificate holder voluntarily surrenders the allocation or in the event
of an involuntary cessation of business (i.e., FAA shuts down an
operator following an FAA enforcenent action). This last factor |ikely
woul d occur when the FAA enforced its regulations against a certificate
hol der to inprove airspace efficiency or aviation safety. Any action
taken agai nst an individual certificate holder under §93.323 will not be

subject to notice and comment rul emaking.

Finally, under §93.319(f) the FAA has provided an exception to the use
of a commercial air tour allocation to allow for the continued economc
support of the Tribe. As specified, an operator may conduct an air tour
within the sFRA without using an allocation so long as 1) the
certificate holder conducts its operation in conformance with the route
and ai rspace authorizations as specified in its GCNP SFRA operations
specifications; 2) the certificate holder nmust have executed a witten
contract with the Hualapai I ndian Nation which grants the certificate
hol der a trespass permt and specifies the maxi mum nunmber of flights

permtted to land at Grand Canyon West airport and at other sites
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located in the vicinity of Gand Canyon West airport and operates in
conpliance with that contract; and 3) the certificate holder nmust have &
val i d operations specifications that authorizes the certificate hol der
to conduct the operations specified in the contract with the Hualapai
Indian Tribe and specifically approves the nunber of operations that may

transit the GCNP SFRA under this exception

4. Benefits

“The prinmary intended benefit of this rule is its contribution toward
achi eving the public mandate inmposed by P.L. 100-91 to substantially
restore natural quiet in Gand Canyon National Park. This is one of
three actions currently being taken by the FAA to nove toward that goal
One of the other two actions is the issuance of a Final Rule to make
certain nodifications of the airspace designations in gcnp. The other
action is a notification of nodifications to routes in the park. In
addition to a discussion of restoration of natural quiet, a quantified
analysis is given in this benefits section of the increased val ue that
less aircraft noise may provide to ground visitors in the park. The FAz
has estimted benefits two ways in this analysis. The first deals with
the restoration of natural quiet, and the second quantifies an estimate

of the increased value of trips to the park by ground visitors

The benefits analysis is linmted to commercial air tour aircraft noise
because only commercial air tours will be affected by this rule. It is
recogni zed that other aircraft operate in the vicinity of the Gand
Canyon, either above the srrRA or al ong designated corridors (genera
aviation (GA)) through the sFrrA. This noise has not been measured or
included in the noise nodels used to obtain the estinmates contained in
this analysis because the FAA has determned that the amount of noise

produced by these aircraft is mininmal conpared to that of commercial air
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tour aircraft. (GA traffic accounts for about 3 percent of all aircraft
traffic in the ceNp according to the Las Vegas Fspo). The FAA does not

believe that this amount of noise will affect the accuracy of its

esti mat es.

A) Restoration of Natural CQuiet

The nps has defined substantial restoration of natural quiet to require
that so% or nore of the park achieve "natural quiet" (i.e., no aircraft
audi bl e) for 75-100 percent of the day. That level of "quiet" (so
percent) does not exist today in the park, in spite of past actions to
limt noise. Based on noise nodeling, the FAA estimates that today only
about 32 percent of the park area has had natural quiet restored.
Furthermore, if no additional action is taken, estimated future air tour
growth will reduce that number to about 25 percent in 9 to 10 years. O
the other hand, noise nodeling indicates that this rule, together with
the other two FAA actions, W ll increase the restoration of natural
quiet to slightly nore than 41 percent and maintain that |evel in the
future. The FAA will nonitor future operations in the park to deternine
the actual level of natural quiet that is restored. |f necessary,
further actions will be taken to ultimately achieve the goal of

substantial restoration of natural quiet.

B) I ncreased Value of Gound Visit Analysis

The benefits of noise reduction attributable to this rul emaking can be
broadly categorized as use and non-use benefits. Use benefits are the
benefits perceived by individuals fromthe direct use of a resource suck
as hiking, rafting, or sightseeing. Use benefits also include the
benefits perceived by individuals taking air tours. Non-use benefits

are the benefits perceived by individuals from nmerely knowing that a
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resource exists, or is preserved, in a given state. The inpacts on the
benefits of air tourists have not been quantified due to a |ack of
information, but have been qualitatively addressed below.  The benefits
of ground visitors due to this rul emaki ng have been quantified and are
presented below. Not all of the benefits and non-use benefits to |oca
Native Anerican Tribes occurring as a result of this rule along with the
airspace rule and commercial air tour routes notice have been estinated

These benefits are discussed qualitatively in this section

Estimati on Met hodol ogy

An econonmic study has not been conducted specifically to estimate the
benefits of this rulemaking. Wile generally accepted nethodol ogies
exist to estimate such values (e.g., Freeman 1993), those techniques are
costly and require a significant period of time for the requisite study
design, data collection, and analysis steps. An alternative to these
resource-intensive techniques is the "benefits transfer" nethodol ogy
That net hodol ogy conbines value estimates from existing economc studies
with site-specific information (in this case, regarding visitation

| evel s and the nature and extent of noise inpacts) to estimate benefits
The benefits transfer nethodol ogy has been accepted as an appropriate
met hodol ogy for estimating natural resource values in two other

rul emaki ngs (see 61 FR 499 and 61 FR 20571).

The obvious advantage of benefits transfer is the avoided cost and tine
required to conduct site-specific economc studies. The disadvantage of
benefits transfer is that the analysis is limted by the scope of

exi sting econom c studies. In order to ensure that appropriate economnic
studies were selected for this analysis, the following criteria were

enpl oyed.
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* Selected econonic studies nust reasonably represent the resources
to be valued in ternms of physical characteristics, service flows,
user characteristics, and available substitutes.

* Selected econonic studies nust be scientifically sound. Studies
that are either published in a peer-reviewed acadenic journal or
are conducted by a recogni zed university-associ ated researcher or
established consulting firm are considered to be scientifically
sound.

* Sel ected economi ¢ studies nust use appropriate valuation
met hodol ogi es.

The economic studies selected to estimate the benefits of this

rul emaki ng conform to each of these criteria

The benefits transfer methodol ogy was used to estimate the use benefits
of this rulemaking where sufficient information existed to do so. This
estimation was possible for ground visitors to GcNp, but not for air

tourists or for the non-use benefits attributable to this rul emaking

Benefits of G ound Tourists

The site-specific information used in the estimation of benefits
accruing to ground visitors includes visitation data for GCNP and a
visitor survey conducted to document the visitor inpacts of aircraft

noi se within genp. The available visitation data for GCNP pernits the
categorization of visitors into backcountry users, river users, and
other visitors. The activities included in the "other visitors"
category primarily involves sightseeing, as well as other activities not
related to backcountry or river use. The nunber of visitor-days in 199¢

for these visitor groups is presented bel ow
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Number of Visitor-Days

Grand Canyon National Park, 1998

Visitor Goup Vi sitor-Days
Backcountry 92,097
River 66,938

O her 5,314,491

Tot al 5,473,526

Source: National Park Service

For purposes of this benefits estimate, the number of visitor-days at
GCNP is assunmed to renmin constant at 1998 | evel s throughout the

eval uation period of the rulenaking. That assumption is considered to
be reasonable for a nunmber of reasons. Permts for backcountry and
river use are linmted to a maxi mum nunber that can be issued each year.
Moreover, while general visitation is not limted, future restrictions
on private vehicle access may tend to reduce increases in future
visitation. An assunption of constant visitation is a conservative
approach that will not bias the indicated net benefits of the rul emaking
upward.  This assunption would also probably result in benefits being

under est i mat ed.

The Genp visitor survey indicates that these different visitor groups
are variously affected by aircraft noise (HBRS, Inc. and Harris, Mller,
Mller, & Hanson, Inc. 1993). This survey asked respondents to classify
the interference of aircraft noise with their enjoynment of GCNP as
either "not at all," "slightly," "moderately,” very much," or
vextremely." The percent of visitors indicating these inpacts is

presented below by visitor group.
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Visitors Affected bv Aircraft Noise

Grand Canyon National Park

----M---€-- -Percent of Visitors by Category---------
| npact Backcountry 2 River ® O her |
Not At All 49.5% 59.5% 82.0% |
Slightly 21.0% 14.5% 10.0%
Moder ately 17.5% 13.5% 5.0% B
Very Mich 9.5% 8.5% 1.0% B
Extrenely 2.5% 4.0% 2.0% ]
@ average for summer and fall users.
® average for notor and oar users.
Source: HBRS, lnc.. and Harris., Mller,, MlIller, & Hanson, Inc. 1993

The econonic studies selected for use in the benefits transfer, and

their
al so known as
anount

the actual

gained by individuals from participating in recreational

an individual

costs of use. It

indicated visitor-day val ues,

"consuner surplus."

are listed bel ow

Consuner

would be willing to pay to use a resource,

is a neasure of the net

These val ues are

surplus is the maxi mum

m nus

econom ¢ benefit

activity.

Esti mated Visitor-Day Values (Consuner Surplus)

Grand Canyon National Park

Visitor-Day
Visitor o Val ue
G oup St udy Activity (1998 $)
Backcountry | Bergstrom and Backpacki ng $37.13

Cordell 1991 (national survey)

R ver Bur eau of R ver use in $92.44
Recl anmati on 1995 Grand Canyon NP

O her Haspel and Visit to $48.72
Johnson 1982 Bryce Canyon NP ]

Al'l values indexed to 1998 using the Consuner Price Index for all

consumers.

urban

Al dollar anounts were indexed to 1998 using the Consuner Price |ndex

for all urban consumers.!” That index was considered appropriate for

the benefits estinmate since it is nore closely related to the consuner

7 Bureau of Labor Statistics, at http://stats.bls.gov
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surplus values to be indexed than other indices such as the G oss

Domestic Product inplicit price deflator.

The visitor-day value for backcountry use, $37.13, was derived froma
national study of outdoor recreation (Bergstrom and Cordell 1991). That
study estimated an average of $25.88 per visitor-day in consumer surplus
for backpacking (1987 $). That value indexed to 1998 is $37.13 per

vi sitor-day.

The visitor-day value for river use, $92.44, was derived fromthe
econom ¢ analysis contained in the Final Environnental Inpact Statenent
for den Canyon Dam operations (Bureau of Reclamation 1995). G en
Canyon Damis immediately upstream of GcNP, and the dam's operations
directly inpact visitor use downstreamin GCNP. Consequently, an
econom ¢ anal ysis of recreation in GeNP was included in the

Environnental Inpact Statement for G en Canyon Dam operations. That
analysis found that the recreational benefits of river use (fishing and
rafting) vary by alternative levels of river flow Therefore, the
recreational benefits estimated for the preferred alternative, "nodified
| ow fluctuating flow," were used in the present analysis since that
alternative represents the nost likely river flow scenario for the
future. The total consunmer surplus of recreational river use estimted
for that alternative was $12,174,000 in 1991. The total visitor-days of
river use were 157,610 in 1991. Therefore, the indicated visitor-day
value is $77.24 in 1991 dollars ($12,174,000 divided by 157,610 visitor-

days). That value indexed to 1998 is $92.44 per visitor-day.

The visitor-day value for all other visitor uses in GCNP, $48.72, was
derived froman econom ¢ anal ysis of recreation at Bryce Canyon Nationa
Park. The visitor uses addressed by that analysis were considered to

closely match those included in the "other visitors" category for GCNP,
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primarily sightseeing. That analysis estimted two consuner surplus
val ues, $71.00 and $62.00 per vehicle in 1980, using alternative

techni ques. The average of those two val ues, $66.50 per vehicle, was
used in the present analysis. An average of 2.7 visitors per vehicle
for Bryce Canyon National Park was then used to convert that average to
a visitor-day value, $24.63 in 1980 dollars ($66.50 per vehicle divided
by 2.7 visitors per vehicle). That value indexed to 1998 is $48.72 per

vi sitor-day.

FAA assumed that these visitor-day values represent the net econonic
benefits obtained fromrecreational uses in GCNP absent any inpacts from
aircraft noise. Therefore, it is inportant to note that these val ues
potentially under-state recreational benefits to the extent that they

were estimated in conditions where aircraft noise was present.

There is no known economic study that estimates the reduction in the

value of recreational uses due to aircraft noise for areas simlar to
geNp.  Therefore, the following reductions were assumed in the present
analysis. The results of a sensitivity analysis using alternative,

| oner percentage reductions are reported bel ow.

Assumed Reductions in Visitor-Day
Val ues

Grand Canyon National Park

| npact Reduction
Slightly 20%
Moder at el y 40%
Very Mich 60%
Extremely 80%

These data and assunptions inply the following total |ost values from

all aircraft noise in 1998. The total |ost value of $17.7 mllion was

calculated as the product of the number of visitor-days, the proportion
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of visitors affected by aircraft noise, the visitor-day value, and the
assuned proportional reduction in the visitor-day value, for respective
impact levels and visitor categories. For example the total |ost value

for river users that were noderately affected ($334,138) is the product

of the nunber of river visitor-days (66,938), the proportion of river
users that were noderately affected by aircraft noise (13.5 percent),
the visitor-day value for river use ($92.44), and the assuned reduction

in the visitor-day value given a nobderate inpact (40 percent).

Estimated Total Lost Value (Consumer Surplus) from All Aircraft Noise
Grand Canyon National Park, 1998
---------------- Visitor Category---------- |
| npact Backcountry River Q her Tot aT|]
Slightly $143,622 $179,445 $5,178,440 $5,501,506 |
Mbder at e $239,369 $334,138 $5,178,440 $5,751,948 |
Very Mich $194, 915 $315,575 $1,553,532 $2,064,022 |
Extrenely $68,391 $198,008 $4,142,752 $4,409,151 |
Total $17,726,628
The benefit of this rulemaking is that portion of the total |ost value
that is associated with the resulting future levels of noise reduction

Through aircraft

noi se nodeling,

FAA has predicted the nunber of square

mles within ceNp that woul d be affected by various |evels of aircraft

noi se,

both with and w thout

the flight

operations limtation

These

noi se levels were quantified by a nonlinear measure called Laeqzan-

Totals of the linearized noise measure for GCNP are presented below.'®

18 Previous benefits anal yses used the decrease in the wei ghted average

of the linearized noise neasure as the nmeasure of noise reduction
However, upon further consideration, FAA and NPS now believe that the
decrease in the total linearized noise neasure is a nore appropriate

measure of noise reduction.
noi se reduction is applied to the estimated tota

aircraft noise

inearized noise neasure is nore consistent

That

is because the indicated percentage
| ost value from al

The FAA and Nps believe that the decrease in the tota
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Predicted Future Noise Reductions in Gand Canyon Nationa

Par k

Due to the Conmerci al

Air Tour Limtation

Tot al
""" Linearized Noise Measure----- | Noise Reduction |
Year Operations No Action Due to the
Limtation Limtation
1998 2,353,042 2,353,042 0.00%
2003 2,364,873 2,774,786 14.77%
2808 2,391,928 3,215, 081 25:59%

These percentage reductions in aircraft

| ost consuner surplus value from al

noise were applied to the total

aircraft noise in 1998

($17,726,628) to estinmate the current use benefits for future years.

Li near

years of

the evaluation period not

interpolation was used to estimate |evels of

shown in the table above

noi se reduction for

Thi s

cal cul ati on assumes that benefits increase linearly with noi se reduction

(i.e., a constant

mar gi na

benefit

from noi se reduction)

A three

percent discount rate and a seven percent discount rate were then

applied to calculat

the year 1999) over the evaluation period.

e the present

value of use benefits (discounted to

Wi | e the FAA generally uses

a seven percent discount rate as recommended in oMB Circul ar A-94, a

three percent disco

nat ura

al so support a three percent discount rate for |ost natura

val uation (61 FR 453; 61 FR 20584).

are presented bel ow

unt

resource valuation (e.g.

Freeman 1993).
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rate is supported by the economcs literature for
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resource use
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Estimated Use Benefits

Due to the Commercial Air Tour Limtation

---MV---- _Present Value----------
Year Current Val ue 3% Discount Rate | 7¢ Discount Rate
2000 $1,141,595 $1,108,344 51,066,911
2001 $1,633,804 $1,540,017 51,427,028
2002 $2,126,014 51,945,604 $1,735,460
2003 $2,618,223 52,326,257 $1,997,430
2004 $3,002,182 $2,589,708 $2,140,514
2005 $3,386,140 $2,835,839 $2,256,328
2006 $3,770,099 $3,065,436 52,347,828
2007 $4,154,058 $3,279,252 $2,417,700
2008 54,538,017 $3,478,012 52,468,380
2009 $4,921,975 $3,662,412 $2,502,083
Tot al $31,292,107 $25,830,881 $20,359,662

It is inportant to recognize significant uncertainties in this

estimation.

reductions in visitor-

noi se.

day val ues that

One area of uncertainty relates to the percentage

can be attributed to aircraft

The FAA assuned above that there is a 20 percent reduction for

visitors affected "slightly," a 40 percent reduction for visitors

af fect ed "moderately," a 60 percent

reduction for visitors affected

"very much," and an 80 percent reduction for visitors affected

"extremely." |n recognition of

assunption, one-half of

calculate an alternative benefit estimte

estimates, rounded to thousands of dollars,

the uncertainty surrounding this

these percentage reductions were used to

These alternative benefit

are presented bel ow.

Alternative Estimates of

Use Benefits

Present Val ue Over
Due to the Commercial Air

Tot al

a Two- Year
Tour

Eval uati o
Limtat

n Peri od
on

Visitor-Day Value

Reduction Assumption | ----=--=------------ Discount Rate---------------
(Slightly, Mbderately,

Very Mich, Extrenely) three percent seven percent

20%, 40%, 60%, 80% $2,648,000 $2,494,000

10%, 20%, 30%,40% $1,324,000 $1,247,000
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Alternative Estinates of Use Benefits

Total Present Value overa Five-Year Evaluation Period
Due to the Commercial Air Tour Limtation

Visitor-Day Value

Reduction Assumption | ----------=-c-c----- Discount Rate---------------
(Slightly, Moderately,

Very Mich, Extrengly) t hree percent seven percent

20%, 40%, 60%, 80% $9,510,000 $8,367,000

10%, 20%, 30%, 40% $4,755,000 $4,184,000

Alternative Estimates of Use Benefits

Total Present Value Over a 10-Year Eval uati on Peri od
Due to the Commercial Air Tour Limtation

Visitor-Day Value

Reduction Assumption - | ------------------- Discount Rate---------------
(Slightly, Moderately,

Very Mich, Extrenely) t hree percent seven percent
20%, 40%, 60%, 80% $25,831,000 $20,360,000

10%, 20%, 30%, 40% $12,916,000 $10,180,000

The FAA and Nps believe that discounted use benefits fromthis
rulemaking are reflected by either the three percent discount rate
(however, the FAA usually uses a seven percent discount rate) and that
the visitor-day val ue reductions of 20%, 40%, 60%, and 80% wWith a
resulting total present value of $25.83 nmillion ($20.36 nmillion when

di scounted at 7 percent for the |o-year evaluation period). Econonic
literature supports a three percent discount rate for natural resource
val uation while a seven percent discount rate is recommended in OMB
Circular A-94. In addition, the assumed 20%, 40%, 60%, and 80%
reductions appear to span the surveyed "slightly," "moderately," "very

much, " and "extremely" inpact descriptions appropriately.

The rule being analyzed only linits the nunber of commercial air tours,
as reflected in the above benefits analysis. However, that limtation
will likely occur at about the same time as the change in routes.

Therefore, alternative benefit estimates were cal culated using the same
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met hodol ogy described above, but

due to both the limtation on conmercial

applying the predicted noise reductions

air tours and the change in

routes. These alternative benefit estimates, rounded to thousands of
dollars, are presented bel ow.
Alternative Estimates of Use Benefits
Total Present Value Over a Two-Year Eval uation Peri od
Due to the Comercial Air Tour Limtation and Change in Routes

Visitor-Day Value
Reduction Assumption

(Sl'ightly, Moderately,

Very Mich, Extrenely) three percent seven percent
20%, 40%, 60%, 80% $10,303,000 $9,729,000
10%. 20%. 30%.40% $5,152,000 $4,865,000

Al'ternative Estinmates of

Use Benefits

Total Present Value Over aFive-Year Eval uation Period

Due to the Conmercial Air Tour Limitation and Change in Routes

Vi sitor- Day

Val ue Reduction

Assunption = | TttTTmmmmmmmmmen --Discount Rate---------------
(Slightly, Moderately,
Very Mich, Extrenely) three percent seven percent
20%, 40%, 60%, 80% $27,061,000 $24,117,000
10%, 20%, 30%, 40% $13,531,000 $12,059,000

Alternative Estimates of

Use Benefits

Total Present Val ue Over
Due to the Commercial Air Tour

a Ten- Year

Eval uation Period
Limtation and Change in Routes

Visitor-Day Value

Reduction Assumption | --------=-------~-- Discount Rate---------------
(Slightly, Moderately,

Very Mich, Extrenely) three percent seven percent

20%, 40%, 60%, 80% 556,536,000 $45,864,000

10%, 20%, 30%, 40% $28.268,000 $22,932,000
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Benefits of Air Tourists

The use benefits perceived by individuals taking air tours wll [likely
decrease as a result of this rulemaking. This is due to a reduction in
the nunber of individuals that will be able to take air tours because of
the commercial air tour limtation. FAA estimates that the nunber of

comercial air tours in GCNP woul d increase an average of 3.3 percent

per year without this rulemaking. The effect of the commercial air tour
limtation will be to reduce the number of air tours on affected routes

by the amount of growth that would otherw se occur.

FAA estinmates that comrercial air tours serving approximtely 530,000
air tourists in the May 1997 - April 1998 base year will be subject to
the limtation. Assunming that the passenger capacity and |oad factors
for those flights remain constant, the inmpact of the commercial air tour
limtation will be to elimnate the average 3.3 percent annual growth
rate in air tourists that would otherwise occur. That growth represents,
a total of 1,490,000 air tourists from 2000 to 2009. That nunber
overstates the inpact on air tourists to the extent that passenger
capacity and/or load factors of affected commercial air tours increase

over the evaluation period.

FAA is not aware of any economc study that estimtes the consumer
surplus of individuals taking scenic air tours over National Parks
simlar to geNp. Therefore, the reduction in use benefits accruing to
air tourists could not be estimated. Nevertheless, the effect of the
comercial air tour limtation on air tourists is expected to reduce the

overal | benefits attributable to this rul emaking.

The undi scounted total use benefits of ground tourists from 2000 to 200¢

was estimated above as $31.29 nmillion, given the comercial air tour
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limtation only. Dividing that value by the estimted 1,490,000
individuals who will be potentially excluded from taking air tours over
the sane period indicates a threshold value for air tourists of $18.70
per visitor-day. As noted above, FAA was unable to estimte the
visitor-day value of air tourists, given the available data.

Neverthel ess, an average visitor-day value for air tourists that exceeds
that threshold value woul d suggest the use benefit |osses of air
tourists exceed the use benefit gains of ground tourists. The threshold
value for air tourists given both the comercial air tour linmtation and

route changes is $40.06 per visitor-day.

It is inmportant to recognize that this sinple analysis of air tourist
use benefits does not necessarily indicate a conplete |oss of benefits
associated with this rulemaking. As noted above, increases in either
the passenger capacity or |oad factors of affected commercial air tours
wi |l decrease the reduction in use benefits of air tourists.
Additionally, there are potentially significant non-use benefits from

this rulemaking. Those benefits are discussed bel ow

Non- Use Benefits

In addition to these use benefits, this rulemaking may generate
significant non-use benefits. The FAA does not have adequate data to
estimate the non-use benefits of aircraft noise reduction at GCNP.
However, there are other studies that do suggest potentially significant
non-use benefits that might be attributed to this rulemaking. One such
study was done for the Bureau of Reclamation regarding the operation of
the G en Canyon Dam (Hagler Bailly Consulting 1995). A national survey
was conducted for this study, indicting significant non-use benefits for
changes in Gen Canyon Dam operations. Wile the magnitude of non-use

benefits estimated in that study is not directly applicable to this
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rul emaking, potentially significant non-use benefits associated with

aircraft noise reduction are suggested

4.C. Benefits to Native Anmerican Communities

Benefits of this rulemaking and the associ ated airspace rul emaki ng and
changes to the commercial air tour routes also include those accruing tc
several local Native Anerican cultural and religious practices. The
overal | size of the 20 LAEQ12hr noi se exposure area over tribal |ands
will be reduced as a result of these actions. This rulenmaking and
related actions will also reduce air tour aircraft noise levels from
existing noise levels over certain traditional cultural properties and
ensure increased privacy and protect Native American religious practices
(however, some traditional cultural properties in the vicinity of the
direct routes fromLas Vegas to the Grand Canyon Airport will receive ar

i ncrease in noise).

5. Costs of Conpliance and Regulatory Flexibility Determination and
Anal ysi s

This chapter contains an analysis of the costs of the FAA's final rule
that would limt the number of conmercial air tours that nay be
conducted in the gcNp sFrRa. It will also revise the reporting

requi renents for certificate holders conducting comrercial SFRA

operations in the GCNP SFRA.

The final rule will inpact all business entities conducting comrercia
air tours over the genp. Data collected for the baseline period shows
that there were 25 such entities (24 operators, one of whom operated as

an airplane operator as well as a helicopter operator) at that time.'®
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Al of the entities are “small” as defined by the Small Business

Admi nistration (SBA) . Since every air tour operator doing business in
GCNP Wil | be inpacted and they all satisfy the definition of a ‘snall
busi ness", the FAA concludes that there will be a significant economnc
inpact on a substantial nunmber of small entities. Consequently, the FAz
has, in conducting this analysis of conpliance costs, included a
regulatory flexibility analysis as required by the Regul atory

Flexibility Act.

The total cost of this rulenaking will depend to a large extent on the
response to the changes on the part of conmercial air tour operators.
The FAA estimates that the regulation will result in a potential
reduction in future net operating revenue of $197.36 mllion or $127.3
mllion discounted over the next ten years.?® Additionally, the FAA
estimates that there would be approximtely $22,320 ($20,860 di scounted)
start-up costs to operators to inplenent the flight plan (i.e., filing,

activating, and closing a flight plan) adopted from this rul emaking.

For quarterly reporting and the other provisions of the rule (requestinc
modi fication and initial allocations and transfer of allocations), the
cost to air tour operators is estimated to be $30,000 over ten years or
$23,000, discounted. Finally, the FAA costs over the next 10 years
(including initial allocations) will be $1.06 mllion or $746,400

di scount ed.

1% As of April 1999, one of these 25 air tour entities ceased operating.

20 For purposes of the regulatory flexibility analysis and the inpact on
smal | businesses, the FAA calculated the cost of several alternatives.
These are called operating alternatives. The FAA in addition,
considered several inplenenting and paperwork alternatives. These
latter alternatives are used to nonitor conpliance.
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In sum the total cost of this rule over the next 10 years will be
$155.4 mllion or $100.3 nmillion, discounted. A sunmary of the
conpliance cost conponents as well as various alternatives that were
under consideration while the final rule was under devel opment is shown

in Table 1 in the Appendi x.

A) Revenue |npact of Conpliance Mdel

The nmain economc inpact resulting from the conmercial air tour
limtation in the GCcNp SFRA is the reduction in potential future net
oper ating revenue.?* This can be calculated by subtracting the net
operating revenue associated with the projected future number of
comercial air tours under the air tour linitation from the net
operating revenue associated with the projected future number of

commercial air tours without the air tour limtation.

In addition to the reduction in potential future net operating revenue,
there are other costs associated with the requirements of this rule.
They include inplenentation costs (e.g., developing and filing flight
plans) and certain reporting requirenment costs (e.g., quarterly

reporting to the FAA and transfer of allocations).

Initial Allocation of Air Tours

2L |'t becomes less likely that all operators could earn a prof it or

cover overhead costs as a result of this rule. Operators wanting to
conduct nore air tours will be restricted from earning additional
revenue which could be used to contribute toward their fixed or overheac
costs wi thout acquiring additional allocations from other certificate

hol ders. Such an acquisition will likely involve the transfer of

moni es. It may be difficult for some operators to fund such an

acqui sition because they will be facing a cash shortage due to limted
earni ngs.
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The nunber of conmercial air tours conducted during the base period was
used for deternining the nunber of air tours in this analysis. This
information, by operator and by route, was provided to the FAA in
accordance with current Title 14 CFR §93.317. The FAA then aggregated
this information into four major narkets (fixed wing [Blue Routes],
helicopter [Geen 4 route], fixed wing [Black routes], and helicopter
[Geen 1, 1A, and 2 routes). Under the final rule, each air tour
operator who conducted and reported an air tour under existing §93.317
and who currently holds operations specifications for the GCNP SFRA Wil |

receive one allocation for each air tour reported.

Under the final rule, allocations will be separated into those that may
be used in the Dragon and zuni Point Corridors and those that may be
used in the rest of the sFrRA. Dragon and zuni Point Corridors
allocations again will be based on the nunber of air tours an operator
reported in those corridors during the base year period. Operators
conducting no commercial air tours in these corridors during the base
year period will receive no allocations for the Dragon and zuni Poi nt

Corridors.
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Cal cul ati on of Baseline Nunber of Passengers

The basel i ne nunber of passengers was determined for each operator in
this analysis in a four-step process using data provided from interviews
and surveys of the affected air tour operators. First, the FAA
deternmined by route how many aircraft and which make of aircraft were
used in the base year tine period. Second, the FAA identified the

maxi mum nunber of passengers that each aircraft can legally carry. Next,
the FAA determned the load factor for type of aircraft on each route by
operator; in some cases, air tour operators were able to provide the Faz
this estimate by time of year. In the absence of an operator provided

| oad factor, the FAA assunmed a |oad factor of g0 percent. After

cal cul ating the nunber of passengers for each route and for each type of
aircraft, the FAA was able to sumthis infornmation and determne, by

market area in the Gand Canyon, the baseline nunber of passengers.

Cal cul ati on of Baseline G oss Operating Revenue

The baseline gross operating revenue was calculated for each operator
for each route in this analysis using data provided from published
advertisenents fromair tour operators on the price of each type of air
tour. The baseline period gross operating revenue by route was
calculated by nultiplying the estimated number of passengers that flew
on a specific route for a specific operator by the published retail
fare. For exanple, if an air tour operator published an air fare as
$199 for a particular route, that estimate was nultiplied by the

esti mted number of passengers flown annually. No fare discounts were

assuned.
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Cal cul ation of Baseline Variable oOperating Cost

Variabl e operating costs for GCNP air tour operators are defined as the
costs for crews, fuel and oil, and maintenance per flight hour.**
Estimates of the flight tine on a particular route and aircraft were
obtained fromair tour pilots and individuals in the Las Vegas FSDO. To
calculate the variable operating cost for a particular route and type o
aircraft, the FAA nultiplied the hourly variable operating costs by the
time to fly the particular route. In a few instances, the travel tine

" was unavailable, so the FAA estimated the time using information from

other air tours to calculate the time needed to conplete those tours.

Cal cul ati on of Baseline Net Operating Revenue

Basel ine net operating revenue for each aircraft by route is the
difference between the gross operating revenue for each route by
aircraft and the variable operating costs for each route by aircraft.

An air tour operator's total net operating revenue is the sum of the net
operating revenues from all of the routes used by that air tour

oper at or.

Forecast of Gowh

The FAA forecast rate of conmpound annual growth in the GCNP i s estimatec
at 3.3 percent per year. This growth rate was derived from a conposite

of tower operations of four Las Vegas vicinity airports and those of

22 The data by type of aircraft can be found on Table 4-20 of Econonic
Values for Evaluation of Federal Aviation Administration Investnent and
Regqulatory Programs published by the Federal Aviation Adm nistration,
FAA-APO-98-8, June 1998.
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Tusayan as reported in the 1994 Tower Activity Forecast (TAF). It

represents different rates of growth at the West and East ends of GCNP.

Calculation of Future Mnthly Operations Wthout the Final Rule

Commercial air tours in GCNP currently are fixed to the extent that air
tour operators cannot increase the nunber of aircraft shown on their
operations specifications for use in the cgeNp sFrRa. This does not
preclude those operators from conducting nore air tours using the sane
aircraft. The FAA estimated the future nunber of monthly operations
without the final rule using projections as described above for each
route by aircraft type and by operator. In some cases, it would not be
feasible to conduct nore air tours in a given day because the aircraft
were already used to their fullest extent practical and the nunber of

aircraft cannot be increased due to the aircraft cap.

Estimating the reduction of Future Commercial Air Tours
(1-yr, 2-yr, 5-yr, and 10-yr rule)

The final rule assumes that the allocations awarded to each operator
will be valid for a two-year period. The FAA and NPS will continue to
monitor and review air tour information obtained through operator
reports and flight filing plans during this time frane. After that
time, the air tour operators' allocations may be revised if the FAA and
NPS, as a result of additional noise nodeling, believe noise at GCNP has

not been sufficiently nitigated.

In this analysis the FAA assumed that this allocation would continue
beyond 2 years. Therefore, the FAA is presenting the [ost future growth

in conmercial air tours under 3 alternative tine franes: a-years, 5-

95




years and lo-years. These alternative time franes are presented in

aggregate rather than by individual operator. The analysis also shows
what the inpact will be to the affected air tour operators during the
first year that the rule will be in effect (2000) and includes initial

and/ or one-tinme costs.

Calculating the Present Value of Net Operating Revenue of the
Final Rule and Alternatives

Al present value calculations for costs of the final rule and the
al ternatives under consideration have been discounted at 7 percent. As
stated previously, the time frame for the alternatives is two years,

five years and ten years.

G her Mdel Considerations

The analysis does not take into consideration that some air tour
operators could switch from smaller-sized aircraft to larger-sized
aircraft. Consequently, in this analysis, the nunber of avail able seats
is fixed throughout the entire tinme period. Holding the nunber of seats
constant and assuming that nore individuals will want to take air tours
in the future inplies that air tour operators should be able to raise
air tour prices. This analysis does not consider a new equilibrium

price given that supply becones fixed while demand increases.

B) Cost of Operating Scenario to Operators - Uniform Year Wth No
Peak/ O f Peak Delineation on Commercial Air Tours?®

In the NPRM anal ysis, the FAA examned three operating scenario
alternatives - a 5-month peak season, a 3-month peak season, and a

uni form year with no peak/off peak delineation. In the final rule, the
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FAA is not adopting any peak season apportionment for allocations.

Based on these decisions:

o After the first two years, the certificate holder's allocations my
be revised based on the data submtted under §93.325; an updated
noi se analysis; and/or the status of the Conprehensive Noise

Managenment Pl an.

e Allocations will be separated into those that may be used in the
Dragon and zuni Point Corridors and those that nmay be used in the
rest of the SFRA except in the Dragon and zuni Point Corridors.
Dragon and zuni Point Corridor allocations again will be determ ned
based on the nunber of operations an air tour operator reported in
this region for the baseline period. Operators reporting no
operations in these corridors for the base year will receive no

allocations for this region.

Table 2 shows a profile of operators, by route and other variables, that
were operating in the GCNP during the base year. This table shows that
nost (10) air tour operators used airplanes on the Blue Routes. The
operators on the Blue Routes flew over half of all the passengers
(363,000/642,000 = 57 percent) during the baseline period. Table 2 also
shows the projected nunber of air tours and passengers over the first
two, the first five, and the first ten years, assumng no growh.

Tabl es 2a through 24 show simlar information except by individual
operator for the base year. Each operator is represented by a numerical

code in this analysis.

Table 3 presents profiles of the affected air tour operators over

various time periods. This table shows the expected gross operating

% An operating scenario refers only to those scenarios that inpose a
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revenue, variable operating costs, net operating revenue, and discounted
net operating revenue assumng no change in the existing regulatory
environment.  Tabl es 3a through 3d show similar information except for

i ndi vidual operators for the lo-year tinme period 2000-2001 t0 2009-2010.
Tabl e 4 shows the undi scounted and di scounted net present val ues by
route over the first 2 years, first 5 years, and first 10 years. These
changes in net operating revenue are the projected costs associated with
limting operations. Tables 4a through 4d show the results of this

anal ysis by route and by operator.

The final rule will linit all comrercial air tours in the GCNP SFRA On =
12 nonth basis so that such operations conducted by certificate hol ders
in the sFrRA do not exceed the ampunt of air tours reported in accordance!
with current §93.317 for the base year. The number of commercial air
tours that a certificate holder can conduct will be shown on the
certificate holder's operations specifications as allocations.

Unlike the NprM, the final rule will not require the allocations to be

divided between the off-peak, w nter season and the peak, summer season.

c) Revisions in Accordance with Specific Rule Changes In Consideration
of the Tribe and Substantial FEconom c | npact

In the "Commercial Air Tour Industry Profile" section of the
Introduction, the FAA noted that up to 90 percent of the helicopter and
10 percent of the airplane tours that are conducted along the SFAR 50-2
Geen 4 and Blue 2 air tour routes respectively, land on the Hualapai

I ndian Reservation (the Reservation) either along the Colorado River, o1
at Grand Canyon West Airport (Gcw), or both. These percentages were
derived from suppl enental information obtained by the FAA in conjunctior
with the data anal yzed for the baseline period, May 1, 1997 through

April 30, 1998. Both the helicopter and airplane tours landing at the

commercial air tour linitation on GCNP air tour operators.
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Reservation are a significant source of incone and enploynent to the

Hualapai I ndian Nation (the Tribe).

According to comments subnmitted to the FAA by the Hualapai | ndian
Tribe's Grand Canyon Resort Corporation (GCRC), the revenues derived
fromthese tours "substantially fund the Hualapai Tribal government and
assi st in maintaining Hualapai conmmunities". 2* Furthernore, the GCRC
notes that the airport, GCW, represents "the econom c foundation for the
Tribal government and Tribal commnities." The Tribe estimates that
“over 45 percent of its annual operating budget (one operator who has
been doing business with the Tribe for several years estimates the
percentage to be as nuch as two-thirds) is funded by the revenues
derived fromthe air tours conducted to the Reservation along the Geen
4 and Blue 2 routes. Revenues derived from GCcw operations fund all
public works programs including public water and sewer systems, solid
wast e operations, and maintenance of Federally funded facilities and
Tribal roads. About 40 percent of Hualapai community nenbers are tri bal
governnment enpl oyees, and, again, revenues derived fromaGcw operations

are the principal funding source for their prograns and positions.

The Hualapai Reservation enconpasses approximately 1 mllion acres

* The Grand Canyon Resort Corporation (GCRC) is a federally chartered
corporation under Section 17 of the Indian Reorganization Act of 1934,
and i s owned by the Hualapai Tribe. The GCRC has two primary purposes:
1) to create enployment on the Hualapai Reservation for tribal menbers;
and 2) to provide revenues to the Hualapai Tribe. Under a managenment
agreement between the Tribe and the GCRC, GCRC is given the authority tc
manage the Tribe's businesses but is required to provide 15 percent of
its revenues or a mininumof $600,000to the Tribe, annually. The noney
from the managenent agreenent and the landing fees paid by the air tour
operators is deposited into the Tribe's general fund which is used to
fund all departnents of the Tribe. These departments include the Tribal
Counci| and Administration, the General Administrative Department of the
Tribe, the Departnent of Public Services, the Range Water Departnent,
the Human Resources Departnment, the Cultural Resources Office, the
Education Office, the Judicial Department, and the Social Services
Department. Additionally, funds support the public prosecutor, a roads
department, elderly programs, health programs and supplements to
training, head start, youth prograns and conmunity planner.
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adj oi ning the southwestern quadrant of GcNP and includes 108 niles of
the Colorado River through the Grand Canyon. There are about 2,200
Hualapai Tri bal Menbers, 1,800 of whomreside on the Reservation
including 1,000 enrolled tribal nembers. Mst live in Peach Springs,
the Tribal capital and principal residential area of the Reservation

The majority of the Reservation's inhabitants |live bel ow the poverty

l evel ($3,630 per capita income in the 1990 Census), and unenpl oynent
was estinmated in 1995 by the Bureau of Indian Affairs (B1a) and the
Tribe to range fromso-70 percent of the adult population. According tc
the U S. Departnent of Housing and Urban Devel opment, 80 percent of the

Tribe was bel ow the Departnent's Very Low I ncome Standard in 1991.

G and Canyon West, where Gcw airport is situated, is an area of

approxi mately 9,000 acres in the northwest corner of the Reservation
about 60 miles from Peach Springs. The Tribe has designated this area
for econom ¢ devel opnent through tourismand has invested over $1s
mllion since 1988 on inprovenents and on infrastructure to accommodate
further tourism development. The Tribe believes that the tourism
business is the primary means by which to address its high unenpl oynent
rate while preserving the Tribe's natural and cultural resources. The
GCRC notes in its coments that it enploys 35 full-time Hualapai

enpl oyees and another 20 seasonal enployees, and the air tour operators
enpl oy an additional 15 Hualapai Tribal Menbers. Currently, no

per manent residences exist at Gcw and those enployed at Grand Canyon
West make a daily commute between Peach Springs and GCw over hazardous,

uni nproved roads.

In the NPRM, the FAA considered the inpact of an operations limtation
on the Tribe within the context of the 2.5 nultiplier. However, the
FAA, through comments and testinony offered at the Las Vegas public

hearing held in August 1999, believes the direct inpact to the Tribe is
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nore severe than initially believed. Specifically, a substantial part
of the overall Tribal economnmc devel opnment plan is wholly dependent on
an air tour industry being pernitted to conduct operations on the
Reservation and to GCcWw as noted above. Therefore, in this Final Rule,
the FAA has determined that it will not inpose a limtation on certain
air tours to the Reservation due to the significant adverse econonic
impact on the Tribe so long as these tours are operated in conpliance
with §93.319(f). The FAA is making this exception as a result of its
understanding and conclusion that limting tours on the Geen 4 and Bl ue
2 routes that land on the Reservation along the Colorado River and/or at

GCW Wi Il cause substantial harmto the Tribe.

| npact of Exception on the Tribe

The FAA has devel oped the followi ng cost analysis germane to the
econoni ¢ devel opment of the Tribe in light of the current rul enaking.
This anal ysis assesses the potential inmpact on the Tribe of the cost
relief associated with the exception. For purposes of this analysis
only, the FAA is adopting May 1, 1998 through April 30, 1999, as the
more appropriate baseline with which to construct its estinates because
the FAA believes this baseline nore accurately portrays the current
econonic activity at Gcw and the Reservation. The reasons for this are
t wof ol d. First, after the conpletion of federally funded airport
renovations and runway re-surfacing during the fall of 1997, air tours
and tourism to the Reservation significantly increased. Second, a

hel i copter operator, well established in the Tusayan air tour market,
expanded operations to the West-end and began conducting helicopter
tours in support of the Tribe after the close of the May 1, 1997 througl
April 30, 1998 baseline period. Although this operator is not eligible
to receive an additional allocation for its West-end business under this

rul emaking, the operator and the Tribe will benefit from the FAA
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exception for tours conducted to the Reservation. In neither instance
woul d the effects of these events be accounted for if the May 1, 1997

through April 30, 1998 baseline were used.

Comparing the May 1, 1998 through April 30, 1999 baseline to the My 1,
1997 through April 30, 1998 baseline, the FAA estinates that all air
tours conducted along the Blue 2 and Green 4 SFAR 50-2 air tour routes
increased to about 21,850 (10,950 airplane; 10,900 helicopter),

inclusive of the air tours conducted by the helicopter operator who
began operations in 1998 after the end of the base year. Al of this
increase can be attributed to the increase in helicopter tours along the
Geen 4 route. The 21,850 air tours were conducted by 10 airplane and 5
helicopter operators, and carried approximately 130,000 passengers that
generated $24.3 mllion in gross operating revenue. O these fifteen
operators, nine (5 airplane; 4 helicopter) including the additiona
start-up helicopter operator, hold "trespass" pernmits and maintain
contracts with the Tribe to land on the Reservation and at ccw. This
sub-group of operators conducted 10,700 air tours carrying 55,700
passengers that generated approximately $16.6 nillion in gross operating

revenue during the May 1, 1998 through April 30, 1999 baseline period.

Based on information provided to the FAA by the Gcrc and the G and
Canyon Air Tour Council (GcaTc) which represents the operators

mai ntaining contracts with the Tribe, the FAA estimates that during the
May 1, 1998 through April 30, 1999 baseline period these air tours
generated $267,500 ($25 X 10,700 air tours) in landing fees and

approxi mately $1.8 mllion ($32 X 55,700 passengers) in revenue derived
from the guided ground tour and lunch provided by the Tribe. Each
operator pays a $200 annual trespass pernit fee to the Tribe and each
hel i copter operator makes a $5,000 nonthly | ease paynment to the Tribe

for its below Canyon rim landings along the Colorado River in addition
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to acw landing fees. This adds another $241,800 in annual revenue
derived by the Tribe fromthe air tours conducted on the Geen 4 and
Blue 2 air tour routes that include below rimlandings (helicopter) and
| andi ngs at ccw (helicopter and airplane) and ground tours of the
Reservation. An additional source of revenue to the Tribe is derived
fromthe sales of crafts and souvenirs to the ground tourists, but the
FAA was not furnished with revenue estimates for this business. Thus,
the Tribe collects nore than $2.3 million annually fromair tour
operators in the form of landing fees, nmonthly |eases, trespass permts
and per passenger payments for a Reservation guided tour and lunch plus
an unspeci fied anmount derived from passenger purchases of crafts and

souvenirs.

These revenues are sumarized in the first colum of the table bel ow
The second col um of values reflect the cost relief over the next ten
years associated with these revenue sources as a result of excepting the
air tours that provide economc support to the Tribe. This cost relief

to the Tribe is discussed next.

| ncome and Sources of Income Derived by the Tribe
From Its Air Tour Business

(Basel i ne Period) Cost Relief (2000-2009)
Landi ng Fees $267,500 $643,400
G ound Tours $1,800,000 $4,284,200
Trespass Fees $1,800 NA
Lease Paynents $240,000 NA
Total Revenue $2,309,300 $4,927,600

Assuming the 3.3 percent conpound annual rate of growth, the FAA
estimates that in the absence of an exception being extended to those

air tours conducted along the Blue 2 and Green 4 SFAR 50-2 air tour
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routes to the Reservation, the Tribe will be required to forego the
potential revenue generated froman additional 25,700 air tours carryinc
133,900 passengers over the 2000-2009 tine period. The restoration to
the Tribe of future revenue over the years 2000-2009 resulting fromthe
elimnation of operations limtations on those tours conducted to the
Reservation and gcw will be approximtely $643,400 in |anding fees and
$4.3 mllion in ground tour revenue (see second colum of preceding
table). This estimate of restored revenue does not include the value of
the trespass permts or the |ease payments which are unaffected by the
“ rul emaking, nor does it include an upward adjustment for the expected
increase in the sales of crafts and souvenirs resulting from the

exception to air tours in support of econonic devel opment of the Tribe.

Thus, this action renoves a restraint placed on the Tribe's
uninterrupted access to these air tours and their passengers. As noted
previously, tourism revenue is a principal revenue source necessary for
the Reservation's continued econonic developnent. The FAA estimates
that this cost relief will be $4.9 mllion ($3.1 nmllion, discounted)

over the next ten years.

| npact of Exception on Qperators Conducting Air Tours to the Reservatior

The analysis that follows is concerned prinmarily with the operators and
the tours that are conducted to Gcw Airport and the Reservation via the
Geen 4 helicopter and Blue 2 airplane routes. To remin consistent
with the overall Regulatory Evaluation and costs of this Final Rule,
however, the analysis that follows will once again, be devel oped using

the May 1, 1997 through April 30, 1998 baseline.?® This is also

%6 Even though the West-end helicopter business in the southern sanup
region showed an increase of 27.0 percent, based on the FAA's analysis
of the May 1, 1998 through April 30, 1999 baseline, air tour business
t hroughout the Canyon was down approxinmately 5.7 percent when conpared
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consistent with the FAA position that allocations for operators of air
tours in the Gand Canyon will remain as determned by the May 1, 1997

through April 30, 1998 baseline, adjusted for certain revisions.

The helicopter tours conducted on the Green 4 tour route descend bel ow
the Canyon rim landing along or just above the Colorado River at
designated landing sites on the Reservation. The individual operators
i nvol ved contract for these sites with the Tribe, and the tour typicallvw
remains at the river site for about a half an hour. The operators also
of fer options such as extending further along the Geen 4 route after
departing the river site. The nore recent tendency, however, has been
for nost of these tours to exit via Quartermaster Canyon to GCW airport
for an additional ground tour and lunch on the Reservation. The FAA
believes that this will likely continue to be the preferred or even
exclusive option with the nodification to the Geen 4 route introduced

in the Notice of Route Availability.

The airplane tours conducted on the Blue 2 air tour route that land at
GCwW al so exit the SFRA via Quartermaster Canyon and include a guided
ground tour of the Reservation with lunch. Mre recently, however,
several airplane operators have made arrangenents with helicopter
operat ors whereby airplane tour passengers arriving at GCWw can take
advantage of a short, below the rim helicopter offering. This Canyon
descent or over-the-edge helicopter tour lands at one of the helicopter

operator's designated landing sites on the Reservation and never enters

to the May 1, 1997 through April 30, 1998 baseline. To use the nore
recent May 1, 1998 through April 30, 1999 baseline for the Wst-end
hel i copter operators only, would be analytically biased and to use it
for all air tours and air tour markets (e.g. Las Vegas to Tusayan market::
and the Tusayan helicopter and airplane tour narkets) would not be to
the advantage of the operators.
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t he sFra.?’

The Canyon descent tour is a means by which the helicopter operators
maxim ze the use of their equipment. The helicopters typically used for
these tours would otherwise be idle while the passengers arriving on
them at GCw are on the Reservation ground tour or at lunch after their
hel i copter tour along the Green 4 route. However, because the Canyon
descent tours are conducted wholly on the Reservation and not in the
SFRA, they were not required to be reported under §93.317. Thus, the
FAA cannot estimate the nunber of these tours because the FAA has no
statistics on the nunber of airplane tours that include the helicopter
Canyon descent tour for its passengers. Additionally, the FAA does not
have information with regard to the bus charters that provide additional

passengers for this helicopter tour.

Based on the revised data for the base year May 1, 1997 through April
30, 1998, the FAA estimtes that about 19,200 (11,300 airpl ane; 7,900
helicopter) air tours were conducted along the Blue 2 and Green 4 air
tour routes extending from Pearce Ferry along both sides of the Coloradc
River north of and over the Reservation. These air tours were conducted
by 10 airplane and 4 helicopter operators and carried approxinately
119,000 passengers that generated $19.9 nmillion in gross operating
revenue ($16.2 mllion in net operating revenue).?® Using the 3.3

percent conpound annual rate of growth, if no exception were granted for

27 Some helicopter operators also maintain contracts with charter bus
conpani es bringing tourists to the Reservation for the ground tour and
lunch. This provides another source of passengers for the Canyon
descent tours. The Canyon descent flights that depart from Gcw and
descend into the Grand Canyon and land on the Reservation side of the
Col orado River are not covered by this rule provided they are conducted
solely within the boundaries of the Reservation.

?3 This base year summary does not include the helicopter operator noted
in the previous Tribal inpact analysis because this operator was not in
busi ness during the May 1, 1997 through April 30, 1998 tinme frane.

106




t hose operations that support the econonmic devel opment of the Tribe, the
FAA estimates that the part of the $198.4 million cost of the final rule
attributable to an operations limtation being extended to all air tours
conducted along the Green 4 and Blue 2 air tour routes would be

approxi mately $s58.3 million ($37.6 mllion, discounted) in gross
operating revenue | osses and $48.3 nillion ($31.4 nillion, discounted)

in net operating revenue |osses for the years 2000 through 2009.%

By excepting the air tours conducted along the Geen 4 and Blue 2 air
tour routes that are conducted in support of the Tribe, the FAA has
reduced the overall cost (net operating revenue) of this Final Rule by
$43.9 mllion ($28.5 mllion, discounted) to $154.5 mllion ($99.5
mllion, discounted) for the ten-year period 2000-2009. These anounts
were calcul ated based on an estimated reduction in air tours and air
tour passengers of approximately 51,550 and 320,500, respectively for
the same ten-year time frane. This assumes that the operators currentl:
holding contracts with the Tribe as well as those that do not will
remai n unchanged. The two-year gross operating revenue |osses would be
$4a.6 mllion ($4.1 million, discounted) and the five year gross
operating revenue | osses would be $16.8 nillion ($13.24 nillion
discounted). The two-year net operating revenue |osses would be $4.3
mllion ($3.9 mllion, discounted) and the five year net operating
revenue | osses would be $14.2 million ($11.4 mllion, discounted).

These estimates were also calculated based on an estimted reduction in

air tours and air tour passengers, respectively, of approxinately 4,400

29 Because the aforementioned helicopter operator will be allowed to
continue to Erovide Gand Canyon air tours on the Wst-end with the
exception, these and all remaining forecast estimtes devel oped in this
section include this operator's projected business. This gives rise to
a mnor discrepancy between the total cost of the rule that takes into
account the cost relief accruing to this operator in addition to those

i n business during the base year as illustrated in this section, and the
total cost of the rule in which cost relief is evaluated only for those
operators in business during the base year
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and 27,450 for two years, and 16,300 and 101,100 for five years.

Thus, by excepting those air tours conducted along the Geen 4 and Blue
2 air tour routes that are in support of the Tribe, the FAA estimtes
that the actual ampbunt of the cost contributed to the total cost of this
final rule will be reduced to $5.1 mllion ($3.3 mllion, discounted) ir
gross operating revenue losses and $4.5 million ($2.9 mllion

di scounted) in net operating revenue |osses for the years 2000 t hrough
2009. The two-year gross operating revenue | osses would be $438,000
($394,000, discounted) and the five year gross operating revenue |osses
woul d be $1.6 million ($1.3 mllion, discounted). The two-year net
operating revenue | osses would be $435,000 ($393,000, di scounted) and
the five year net operating revenue | osses would be $1.4 mllion ($1.2

mllion, discounted). The derivation of this reduction is tw-fold

In the absence of the exception, the FAA estinmates the portion of the
above costs that are directly associated with a 3.3 percent growh in
the current level of tours conducted along the two air tour routes in
support of Tribal econom c developnent is $34.2 nmillion ($22.1 nillion
di scounted) in reduced gross operating revenue and $31.2 million ($20.2¢
mllion, discounted) in reduced net operating revenue for the years
2000-2009. This is based on reductions in air tours and passengers of
22,000 and 119,200, respectively, resulting from the operations
limtation part of the final rule. The two-year gross operating revenue
| osses would be $2.9 million ($2.6 million, discounted) and the five
year gross operating revenue | osses would be $10.8 mllion ($8.6
mllion, discounted). The two-year net operating revenue |osses would
be $3.0 million ($2.7 mllion, discounted) and the five year net
operating revenue | osses would be $10.1 nmillion ($8.1 mllion

di scounted). These estimates are based on reductions in air tours and

air tour passengers, respectively, of approximately 1,900 and 10,200 for
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two years, and 6,900 and 37,600 for five years.

The FAA has determined that those operators currently holding contracts
with the Hualapai will also receive their allocations as originally
established. The FAA has made this determination because the data
reported in the baseline period does not reflect the nunber of air tours
conducted along the Green 4 and Blue 2 routes that deviate from these
routes to land at the Reservation.?° The FAA, however, obtained
sufficient information through field interviews with the operators to
“estimate the percentage of these air tours that deviate to exit the SFRu
fromthe Green 4 and Blue 2 routes, and fromthis information has been
able to develop estimates for the nunber of such air tour deviations

that land at ccw.3!

3% Under §93.317, operators of Grand Canyon air tours were only required
to provide the FAA with route information identifying the specific
routes on which the air tours were conducted. I nformation concerning
deviations from the routes was neither required nor provided in the
trimester reports.

3 In the case of airplane tours conducted along the Blue 2 route,
operators provided the FAA with percentage estinmates of such tours that
deviated (usually at Quarternaster Canyon) fromthe Blue 2 and indicatec
that such a deviation was typically for the purpose of landing at GCw to
provide the passengers with additional tour time on the Reservation.
This allowed the FAA to distinguish between airplane tours conducted
along the Blue 2 route in support of the Hualapai (GCW deviation), and
airplane tours that were air only tours that reversed to return via the
Blue 2 route.

However, in the case of helicopter tours conducted along the Geen 4
route, the additional information provided to the FAA by the operators
focused on the location (Quartermaster Canyon, Horse Flat Canyon,
Spencer Canyon) at which the air tour deviated fromthe Geen 4 either
to exit the SFRA to return or to reverse to return on the Green 4.
Al'though nearly all helicopter tours conducted along the Geen 4 route
by operators holding contracts with the Hualapai deviate fromthe G een
4 to exit the sFrRA, no distinction was nade between the air tours that
further deviate to Gcw prior to returning and the air tours that
returned direct to Las Vegas wi thout |anding at gcw. Consequently, the
FAA has assumed for the purposes of this analysis, that all helicopter
tours along the Green 4 that exit the SFRA to return, also incorporate a
Gcw landing as an integral feature of the air tour.

I ncorporating these assunptions into the analysis, which the FAA

believes is consistent with the current state of the airplane and
hel i copter tour business with the Hualapai, maxim zes the revenue
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The FAA estimates that the non-Hualapai portion of the air tour business
conducted by these operators along the Geen 4 and Blue 2 routes could
expand at 3.3 percent for twelve years before the cost inpact of the
operations linitation becones neasurable. In other words, during the
ten-year tine frame 2000-2009, there will be no costs incurred by those
operators nmintaining contracts with the Tribe for that portion of their
air tour business conducted along the Geen 4 and Blue 2 routes that
does not necessarily contribute to the econom c devel opnent of the
Tribe. The FAA estinmates that the portion of the above costs associated
with a 3.3 percent growh in the current |level of non-Hualapai tours
conducted along the two air tour routes is $19.0 mllion ($12.3 mllion,
di scounted) in reduced gross operating revenue and $12.7 mllion ($8.2
mllion, discounted) in reduced net operating revenue for the years

2000-2009.

This also holds true for the two- and five-year scenarios. The two-year
gross operating revenue |osses would be $1.6 mllion ($1.5 m|lion,

di scounted) and the five year gross operating revenue |osses would be
$6.0 mllion ($4.8 mllion, discounted). The two-year net operating
revenue | osses would be $1.2 million ($1.1 mllion, discounted) and the
five year net operating revenue |osses would be $4.1 mllion ($3.3

mllion, discounted).

Thus, by extending an exception from the operations limtation part of
the final rule to those air tours and air tour operators who maintain
contracts with and provide econom c support to the Tribe, the FAA
estimates the final costs of this rule attributable to air tours

conducted along the Geen 4 and Blue 2 air tour routes will be reduced

i mpacts on the Hualapai, both as costs without the exception and as
relief with the exception.
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to $5.1 mllion ($3.3 million, discounted) in gross operating revenue
($58.3 mllion less $34.2 mllion less $19.0 mllion) and $4.4 nmillion
($2.9 million, discounted) in net operating revenue ($48.3 nmllion |ess
$31.2nmllion less $12.7 million) for the years 2000-2009. Sim | ar
reductions can be calculated for the two- and five-year scenarios as
follows: 1) for gross operating revenue | osses, the estimate is $438,00¢
($394,000, di scounted) for two years ($5.0 million less $2.9 nmillion
less $1.6 million) and $1.6 mllion ($1.3 mllion, discounted) for five
years ($18.4 nmllion less $10.8 nllion less $6.0); and 2) for net
operating revenue |losses, the estimate is $435,000 ($393,000,

di scounted) for two years ($4.7 million less $3.0 nillion less $1.2
mllion) and $1.4 nillion ($1.2 mllion, discounted) for five years

($15.7 mllion less $10.1 nmillion less $4.1 mllion).

The overall total cost relief accruing to the operators for the years
2000-2009 provided in this Final Rule by excepting the air tour

busi nesses that maintain contracts with the Tribe from the operations
limtation conponent is estimated to be $53.2 mllion ($34.3 nillion

di scounted) in gross operating revenues and $43.9 million ($28.5
mllion, discounted) in net operating revenues. The corresponding two-
and five-year year cost relief is estimated to be $4.6 mllion ($4.1
mllion, discounted) and $16.8 million ($13.4 mllion, discount) in
gross operating revenue, and $4.3 mllion ($3.9 mllion, discounted) and

$14.2 mllion ($11.4 mllion, discount) in net operating revenue

Thus, by excepting the air tours along the Geen 4 and Blue 2 air tour
routes that are conducted in support of the Tribe, the FAA has reduced
the overall cost (net operating revenue) of this Final Rule to $154.5
mllion ($99.5 m|lion, discounted) for the ten-year period 2000-2009.
For the two- and five-year scenarios, the overall cost (net operating

revenue) has been reduced to $12.9 million ($11.5 nmillion, discounted)
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and $48.6 mllion ($38.6 mllion, discounted).

D) Cost of Reporting Requirenents to Operators - Reporting on a
Quarterly Basis

The FAA considered two reporting requirenment alternatives in the NPRM,
these being quarterly reporting and trinmester reporting. The existing
rule requires certificate holders to report three times annually, but
the final rule will change this to quarterly reporting, in §93.325.
Since the existing rule already requires certificate holders to
establish a systemto inplenment the reporting requirenment, the FAA
assuned there will be no start-up costs to inplenent this requirenent

It is assumed that updating is taking place throughout the entire tine
frame because reporting is already required. Furthernore, the FAA has
assuned for this section that operators wll continue to follow
reporting procedures simlar to those adopted by them to neet the
current trimester reporting requirements. The total anount of tine
needed to update this information will be a function of the nunber of
aircraft maintained by each operator. As above, the FAA assunmes that it
will take each operator®® about 5 minutes per aircraft per day

regardl ess of the season to record the updated information onto a naster’
spreadsheet. The annual cost is estimted at about $75,300 per year®®
or $70,600 discounted in the first year; the reporting burden to the

industry will be 3,346 hours per year. The total cost in 1998 dollars,

35 Based upon conmmuni cations with individuals who have conducted air
tours in GcNp, the Director of Operations (DO generally performs this
function. The FAA estimates that each DO earns between $35,000 and
$40,000 Wi thout fringe benefits; using the mdpoint of these salaries
means that the Do’s salary with fringe benefits is $46,875. On an
hourly basis the DO is assuned to earn about $22.50 ($46,875/2,080 hours:
= $22.53 rounded to $22.50/hour).

3¢ 110 aircraft/day X 0.083 hours/aircraft X 365 days/year X $22.50/hour
= $75,281/year.
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for this task would be $753,000 or $529,000 di scounted over 10 years at
7 percent.?’ The two-year cost is estimated at $150,000 or $136,000,

di scounted, while the five-year cost is estimated at $376,000 or
$309,000, discounted. This estimate is not a cost of the final rule
because this information nust be continually updated under the current

reporting requirenent.

Under this reporting requirenent scenario, the witten information wll
have to be provided to the Las Vegas Fspo four times per year. The FAA
assunes that each operator will have to collate and verify the
information that they have been collecting throughout the year. The
time it takes to conplete these two tasks would be 2 hours per operator
regardl ess of the number of aircraft; this assumes that the operators
have been recording the information throughout the year. Gven the

af orementi oned wage rate of a Director of Operations at $22.50 per hour
the FAA estimates that this provision would cost each operator an

addi tional $45 per year for the one extra time that infornmation is to be
reported.'* The FAA estimates the annual reporting burden to the
industry is an extra so0 hours per year; this assumes the operator of the
m xed fleet reports separately for his airplane and helicopter tour
business. Thus, the total incremental cost to the industry to nove to
quarterly reporting is estimated at about $11,250 for 10 years or
$7,900, di scounted. The two-year cost absent the existing rule is
estimated at $2,250 or $2,025, discounted, While the five-year cost is

estimated at $5,625 or $4,600, di scounted.

37 The FAA believes that operators devel opi ng "canned" flight plans

could significantly reduce the tine and cost of their quarterly
reporting by integrating the flight plan automation with their quarterly
reporting.

3 $22.50/hour X 2 hours X 1 additional tine/year = $45 per operator
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E) Cost of Inplenenting the Rule to Operators - Flight Plan

In the NPRM, the FAA considered two alternative nmeans of nonitoring the
allocations, a formsystemand the filing of flight plans. The

requirenent to file a flight plan is in the final rule.

Section 93.323 of the final rule will require each certificate hol der
conducting a commerci al SFRA operation to file a visual flight rules
(vir) flight plan with an FAA Flight Service Station for each such
“flight. A flight consists of one take-off and one landing. The
vremarks” section of the flight plan will be conpleted to indicate the
purpose of the flight out of six designated purposes. The purposes wl|
be: (1) commercial air tour; (2) transportation; (3) repositioning;

(4) mai ntenance; (5) training/proving; or (6) operating to Grand Canyon
West. The information obtained fromthe flight plan will be used to
ensure conpliance with the comrercial air tour limtation. Copies wll
not have to be maintained by the certificate holder or carried on board

the aircraft.

The extent to which an operator will be inpacted will depend upon the
vol une of his/her commercial air tour business in GCNP and the number of
aircraft and pilots providing air tour service. Additionally, the cost
impact will be influenced by whether the operator conducts air tours

daily on a regular frequency.

Relying on information fromthe Las Vegas Fspo, the FAA has identified
the followi ng four principal areas where start up costs for the |arger,
more regularly schedul ed operators will be incurred: a) creation of

“canned” VFR flight plans (tenplates) to be filed with the Reno or
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Prescott Flight Service Station; b) rewiting of-existing General
Operations Manuals to incorporate the new procedures; c) set-up of a
pilot training program and d) training of pilots. The FAA assunes the
first three tasks and possibly the fourth, the instructing of the pilots
in the new procedures, wll be the responsibility of each operator's

Director of Operations.

The FAA estimates that the DO takes about 2 days to create and file a
tenplate with the Flight Service Stations (task 'a'). Similarly, task
‘b’ Wi ll require about 2 days to revise the General Operations Mnual,
and task ‘c’, the devel opment of pilot instruction in vrFr flight plan
procedures, wll require another 2 days. Finally, the FAA believes that
the vrr flight plan procedures can be presented to pilots currently
conducting air tours in the Gand Canyon through an Operational
Bulletin. Presentation of the procedures to new hires will be part of
an operator's on-going costs; the FAA assumes each operator will
incorporate this into the periodic review, modification, and update of

plans, as discussed in the next section.

As noted above, the DO’s | oaded salary expressed as an hourly wage rate
is assumed to be $22.50 per hour, Wwhile the pilots hourly rate with

benefits is assumed to be $20.00 per hour. The FAA believes that 17 of

the 25 entities>’

reporting under §93.317 conduct daily G and Canyon
commercial air tours on a regular tinme schedule. The FAA also assunes
that 3 over-flow operators are sufficiently large (tour volune and

nunber of aircraft) that they are able to also conduct daily air tours

3 The analysis on flight plans was based on 25 entities rather than 24
operators because it is assumed that the one nixed fleet operator wll
have to develop and file two distinct flight plans, one for airplane
operations and one for helicopter operations.

115




with some regularity. O these 20 entities, at least 4 are schedul ed
operators; these 20 entities enploy about 225 pilots.

The remaining 5 operators conduct Grand Canyon air tours on an

i nfrequent schedule, and operate only one or two aircraft, and typically
serve as their own pilot. Because of the infrequency with which these
operators conduct commercial air tours in the Canyon, the FAA does not
believe they will realize any cost savings by preparing a “canned”
flight plan. Thus, the FAA does not believe that this category of
operators will likely incur costs associated with tasks *a‘ or ‘c’, and
estimates only two day's tinme required to rewite the appropriate
portions of their manual. The FAA assumes a wage rate for these

owner/operators simlar to that for a DO

Using the preceding information, the FAA estimates that the total
initial fixed costs to the Grand Canyon air tour operators for the VFR
flight filing requirements will be about $22,300 or $20,900, discounted
By task, the FAA estimates the following:

a) creation of tenplates - $6,800 ($6,400, di scounted);

b) rewiting of existing General Operations Manuals - $8,600

($8,100, discounted);

c) set-up of pilot training progranms - $6,800 ($6,400,

di scounted); and

d) training of pilots - $0 (de mininus).

The vFR flight filing procedure requires the foll ow ng sequence of
activities: 1) filing a flight plan; 2) activating a flight plan; and 3;
closing a flight plan. The activating and closing of a flight plan is
the responsibility of the pilot-in-command and is a part of nornally
assigned duties. This usually takes about one to five ninutes. The
activation of a flight plan can also be acconplished via a telephone

call to the Flight service Station by operator staff. This will be more
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efficient if there were nultiple flight plans to be activated by a giver

operator at the sane tine.

Al though one operator (see econom c conments) estimated the costs of the
flight plan in the context of an operational optimzing nodel, the FAA
is unable to accurately assess the variable or on-going costs of the VFF
flight filing plan procedures at this time. Specifically, the FAA
cannot precisely account for the costs incurred by activating and
closing a flight plan, nor can the FAA accurately account for the costs

each operator will typically incur in filing a flight plan.

There would al so be additional on-going requirements and costs inposed
on the Las Vegas Fspo with §93.323. Coordinating and cross referencing
the daily air tour activity recorded by the Prescott Flight Service
Station with the operator reporting requirenents, and nonitoring the
activity for potential enforcenent action will add requirenments to the
Las Vegas FSDo’s current nmission. This will exacerbate the resources
and staff levels that currently exist at the Las Vegas Fspo. Sone of
these activities (non-enforcenent) can be a part of the workload of an

anal yst/statistician assigned to manage the reporting requirenents.

F) Cost of Other Provisions to Operators

Operators will incur costs associated with (1) requesting nodification
and all ocations and (2) transfer of allocations. The FAA estimates that
the cost of these provisions can be up to $20,000 or $14,000, discountec
over 10 years. The following is a discussion of the costs associated

with these two provisions.

Requesting Mdification and Initial Allocations
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The FAA recognizes that the. air tour business in the GCNP is constantly
changing. Thus, due to mergers/acquisitions, bankruptcies, etc.
certificate holders may believe that the data submtted for May 1, 1997
through April 30, 1998 was not reflective of their business operations.
Therefore, the FAA pernmitted any certificate hol der who determnes that
the base year data was not reflective of its business operation to
submit a witten request to the Manager, Air Transportation Division

requesting that revision of its initial allocation

Ten operators requested nodifications to their proposed initia

al l ocations follow ng publication of the NPRM. The FAA originally
estimated that, on average, each operator would incur, one-time costs of
bet ween $500 and $1,000 (which includes one to two days work) to
conplete and provide the required information to the FAA.  The FAA
believes that this estimate was reasonable. Therefore the one-tine cost
to the industry would be between $2,500 and $5,000 (which includes ten

days or 80 hours of effort) or between $2,300 and $4,700, di scounted.

Transfer of Allocations

The FAA recognizes that air tour operators often utilize a variety of
contracting/subcontracting nethods to handl e passenger |oads during busy
peri ods. Therefore, the FAA will allow an allocation to be transferred
anong certificate holders, subject to the restrictions enunmerated in the
Preanble of this rule. Under the final rule, all certificate holders
are required to report any transfer of allocations to the Las Vegas FSbC

in witing.

The FAA distinguishes between tenporary and permanent transfers of
al l ocations. In the former case, the FAA recognizes the current

busi ness practice of GCNP air tour operators to occasionally transfer
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air tour bookings (usually to an overfl ow operator) to acconmpdate
unexpected surges in demand that cannot be net by the operator booking
the air tour. Such tenporary arrangenments will not require FAA
approval, nor will the FAA nodify the involved operators' operations
specifications. Tenporary transfers will still be required to be

reported to the Las Vegas FSDO in witing.

The FAA assumes any operator costs associated with tenporary transfers
to be part of the on-going business cost of conducting air tours of the
" Grand Canyon. The FAA also assunes any costs associated with notifying
the Las Vegas rspo of such tenporary transfers will be de minimus.
Simlarly, FAA costs associated with the processing of these witten

noti ces concerning tenporary transfers will also be de minimus.

Permanent transfers of allocations resulting from nergers/acquisitions
bankruptcies, or other reasons that affect operations, will require FAA
approval through the nodification of the operations specifications in
addition to the required reporting to the Las Vegas FSDO in witing.

The FAA cannot predict how many permanent transfers mght occur in the
future, and, as a consequence, cannot estimate with any degree of
precision what costs mght be associated with a permanent transfer. The
FAA, however, is aware of two acquisitions that occurred during the base
period and offers the follow ng exanple of what costs might result if nc
more than two operators were to submit requests for permanent transfers

of allocations to the FAA annually.

I f each operator incurs costs of between $500 and $1,000 (which includes
two days effort per operator) to conplete and provide the required
information to the FAA assuming two operator transfers per year, then
the annual cost to the industry will be between $1,000 and 2,000

annual |y (about a total of 32 hours annually). The cost over 10 years
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will be between $10,000 and $20,000 or between $7,000 and $14,000,
discounted. The two-year costs are estimted at between $2,000 and
$4,000 or between $1,800 and $3,600, discounted, while the five-year
costs are estimted at between $5,000 and $10,000 or between $4,100 and

$8,200, di scount ed.

Summary of Other Costs

The FAA has considered two other costs of this final rule. They are 1)
the one-tine fixed costs associated with the ten operators who have
requested nodification to their initial proposed allocations; and 2) the
annual costs the FAA estimates the industry will incur to transfer

al l ocations anong the operators. The FAA estimates the one-tine costs
to range between $2,500 and $5,000 ($2,300 to $4,700, di scounted) and

t he annual costs to range between $10,000 and $20,000 ($7,000 to
$14,000, discounted) over the ten-year period 2000-2009. The two-year
and five-year costs will range between $2,000 and $4,000 (51,800 and
$3,600, di scounted) and $5,000 and $10,000 ($4,100 and $8,200,

di scounted), respectively.

G) Cost of the Rule to the FAA

The FAA, as a result of this rule, incurs costs in four ways. The FAA
will incur costs associated with the initial allocation, recording and
tracking, filing of flight plans, and transfer of allocations. Over the
next 10 years, FAA costs are expected to be $1.06 mllion or $746,400

discounted. The following is a discussion of these cost conponents.

Initial Allocation and Recording and Tracking
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Under this final rule, each certificate hol der reporting comrercial air
tours to the FAA in accordance with current §93.317 will receive one
allocation for each air tour reported during the base year period
Certificate holders identified in the NPRM as receiving allocations to
conduct air tours in the SFRA will receive witten notification of the
following information: 1) total nunber of commercial air tours allocatec
in the GCNP SFRA; and 2) nunber of air tour operations allocated in the

Dragon and zuni Point Corridors.

The FAA will need to develop an allocation process and prepare the
necessary information to send to each air tour operator. This one-tine
admnistrative work will require analyst, clerk, legal, and managenent

r esour ces. For this analysis, it is assumed to take about two weeks to
set up a spreadsheet and prepare the necessary information to send to
each air tour operator. The cost is estimated using wage rate for a Gs-
14, including all fringe benefits, of about $47.50 per hour®®. The
initial cost to inplenent this part of the rule will be $3,800in the

first year only,* while the discounted cost is $3,600.

In addition, the FAA will incur recurring annual costs from the
recording and tracking of the information provided by the operators
Again, this will require analyst, clerk, managenent and |egal resources
For the purpose of this cost assessnent, the FAA assunes that one
addi ti onal agency enployee will be required at the Gs-14 grade | evel.
Based on FAA resources required to record and track data provided by
operators since 1997, the agency estimtes that the total cost to the

FAA of these elenents will be about $99,300 annually and $992,800 over

%0 $74,955/2,080 hours X 1.3245 = $47.73. The source of the fringe
benefits factor is Table 4-5, page 4-22, Economic Analysis of Investment
and Regulatory Deci sion--A Quide, FAA-APO-98-4, January 1998.

41 647.50/hour X 80 hours = $3,800; 80 hours needed in the first year.
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ten years ($697,300, discounted). The two-year cost is estimated at
$198,600 or $179,500 di scounted. The five-year cost is estinmated at

$496,400 or $407,100 di scount ed.

Transfer of Allocations

Al l ocations to conduct air tour operations in the GCNP SFRA will be an
operating privilege initially granted to the certificate holders who
conducted air tour operations during the base year and reported themto
the FAA. This allocation will be subject to reassessnent after two

years.

The FAA will allow an allocation to be transferred anong certificate
hol ders, subject to several restrictions. However, the FAA will retain
the right to redistribute, reduce or revoke allocations based on the
need to carry out its statutory mandate to regulate for efficiency of
airspace or aviation safety. Additionally, the FAA can redistribute,
reduce, or revoke allocations if the certificate holder voluntarily
surrendered the allocation or in the event of an involuntary cessation

of business operations.

The FAA estimates that, on average, the FAA will spend about 8o hours
managi ng the transfer of allocations fromeach merger or 160 hours
annual |y assuming two nergers, transfers, etc. annually. Based upon the
salary of a GS-13 employee,®’ the FAA estimates that cost will be about

$6,500 annually,*® and $64,800 over ten years or $45,500, di scount ed.

42 gg-13, Step 5, in 1998, has an annual salary of $63,430. Dividing by
2,080 hours and then nultiplying by 1.3245 (to account for a |oaded
wage) yields $40.39/hour or about $40.50/hour.

43 540.50 X 160 hours = $6,480; 160 hours needed annually by the FAA
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The two-year cost will be $13,000 or $11,700, discounted. The five-year

cost will be $32,400 or $26,600, di scount ed.

In sum the FAA will incur costs associated with the initial allocation
tracking and nonitoring, filing a flight plan, and transfer of
al locations. Over the next 10 years, FAA costs are expected to be $1.06

mllion or $746,400, di scounted.

H) Final Regulatory Flexibility Analysis

The Regul atory Flexibility Act of 1980 (RFA) was enacted by Congress to
ensure that small entities (small business and small not-for-profit
government jurisdictions) are not unnecessarily and disproportionately
burdened by Federal regulations. The RFA, which was amended March 1996,
requires regulatory agencies to review rules to determne if they have
»a significant economc inpact on a substantial nunmber of smal

entities." The Small Business Adnministration defines airlines with
1,500 or fewer enployees for the air transportation industry as snal
entities. For this final rule, the snall entity group is considered to
be operators conducting commercial air tours in the GCNP SFRA and having

1,500 or fewer employees.?® The FAA has identified a total of 25 such

# Standard Industrial Cassification Code for these small entities is
4512, which represents "Air Transportation, Scheduled" or 4522, which
represents *Air Transportation, Nonschedul ed."
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entities (24 operators, one of whom operated as a airplane operator as

wel |l as a helicopter operator) that nmeet this definition.*

Agencies nust perform a review to deternine whether a proposed or final
rule will have a significant econonmic inpact on a substantial nunber of
smal | entities. If the determination is that it will, the agency nust

prepare a regulatory flexibility analysis (RFA) as described in the Act.

The FAA has estimated the annualized cost inpact on each of these 25
~small entities potentially inpacted by the rule (see Tables 3 and 3a
through 3d as well as Tables 5 and sa through 5d). The final rule is
expected to inpose an estimated total cost on operators of $154.3
mllion ($99.6 mllion, discounted). The average annualized cost over
ten years is estinmated at about $960,000 (With a range of $200to $6.9
mllion). The FAA has determned that the rule will have a significant
impact on a substantial nunber of small entities, and has performed a
regulatory flexibility analysis. As discussed earlier in this chapter,

all 25 small entities will incur an economcally significant inpact.

Under Section 603(b) of the RFA (as anmended), each regulatory
flexibility analysis is required to consider alternatives that will
reduce the regulatory burden on affected small entities. The FAA has
exam ned several alternative provisions of this final rule as discussed
earlier in the analysis. In addition to considering alternatives, the

FAA is also required to address these points: (1) reasons why the FAA is

> Twenty-four operators reported conducting air tours in the Gand
Canyon during the base period. However, one operator conducts separate
airplane and helicopter operations under two separately nanmed compani es.
This operator is counted as two entities. Another operator conducts a
large volunme of airplane tours that originate from Page and other
Arizona locations as well as from Las Vegas, Nevada. I't, however, is
counted as one entity because all tours were conducted under the sane
conpany nane.
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considering the rule, (2) the objectives and |legal basis for the rule,
(3) the kind and nunber of small entities to which the rule will apply,
(4) the projected reporting, recordkeeping, and other conpliance

requirenents of the rule, and (5) all Federal rules that may duplicate,

overlap, or conflict with the rule.

Reasons Wiy the FAA is Considering the Final Rule

Public Law 100-91 recogni zes that noise associated with "aircraft
overflights" at the GcNp is causing “a significant adverse effect on the
natural quiet and experience of the park." This legislation directed
the Nps to devel op recommendati ons to achi eve the substanti al

restoration of natural quiet in cenp. The FAA was directed, pursuant to
P.L. 100-91, to inplenment these recommendations unless there was a
safety reason not to do so. The FAA and NPs believe it is necessary to
impose a commercial air tour limtation in order to stabilize noise

levels in the sFra while further noise analysis is conducted

The bjectives and Legal Basis for the Final Rule

The objective of the final rule is to limt all comercial air tours in
t he GCNP SFRA on a 12-month basis. Conmercial air tours conducted by
certificate holders in the SFRA are not to exceed the amount of air
tours reported in accordance with current § 93.317 for the period from

May 1, 1997 through April 30, 1998.

The legal basis for the rule is found in Public Law 100-91, commonly

known as the National Parks Overflights Act. Public Law 100-91 stated
in part, that ‘noise associated with aircraft overflights at GCNP [was]
causing a significant adverse effect on the natural quiet and experience

of the park and current aircraft operations at the Grand Canyon Nationa:
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Park have raised serious concerns regarding public safety, including
concerns regarding the safety of park users." Further congressional
direction is discussed in the history section of this regulatory

eval uati on.

The Kind and Nunber of Small Entities to Wihich the Final Rule
WIIl Apply

The final rule applies to 24 potentially affected part 135 conmerci al
air tour operators, each having 1500 or fewer enployees. The FAA
estimates that all 24 operators (25 entities) will be inpacted by the
final rule. The FAA has linited financial profile information (e.g.,
operating revenue, operating expenses, operating profit, net operating
revenue, and passenger revenue) for six of the inpacted operators (see
Table 6). Balance sheet information on assets and liabilities is not
readi | y available.*® However, the FAA received financial information
from 2 air tour operators that was sonewhat useful; a discussion of the
material that was submitted is shown in the Appendi x.

The Proj ected Reporting, Recordkeeping, and Ot her Conpli ance
Requirenents of the Final Rule

Each of the 24 operators affected by this proposal will need to conply
with certain reporting requirenents. Certificate holders conducting
commercial SFRA operations will conplete a flight plan for each flight.
The FAA estimates this conpliance effort can inpose an additional one to

five minutes on the part of the certificate holder per operation for

% A search was conducted for financial data on the 24 Gand Canyon
operators reporting air tours during the base year period. First, the
FAA exanmined internal databases from the Bureau of Transportation
Statistics. O the 24 operators, the FAA was able to locate limted
financial data reported on Form 298C on only six operators. Next, the
FAA reviewed publicly accessible databases including Standard and Poor's
Regi ster of Corporations, Mody's Transportation Minual, the Securities
and Exchange Conmission's EDGAR, and U.S. Business Directory. From
these additional sources, the FAA was able to retrieve adequate
financial information for only 2 operators.
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each of the 24 small entities during each year of conpliance, for a
total of 4,500 hours annually.*?” This cost estinmate does not account
for other flights included in the term ‘conmercial SFRA operations.”
Therefore, the FAA has limted this analysis to evaluating the costs

associated with comrercial air tours.

In addition, certificate holders conducting comrercial air tours wll
need to report quarterly to the FAA certain information on the total
operations conducted in the SFRA to the FAA  The FAA estinmates that
this conpliance effort will take place four tinmes per year (one
additional tinme conpared to the current rule) and will inpose an
additional s0 hours of labor on the industry annually. This provision
will cause an operator, regardless of the number of aircraft, to expend

an additional 2 hours of |abor annually (including record maintenance).

The initial assigned allocation involved operator requests for

modi fications that the FAA estimates will inpose about 1 to 2 person
days of added work. Ten operators requested nodification to their

al locations. As discussed above, the FAA estimates that the paperwork

burden to each of these firms will range from8 to 16 hours.

Finally, the FAA assunes that no nmore than 2 operators each year are
likely to subnit requests for permanent transfers of allocations, e.g.,
to enter, leave or merge. The FAA estimates that the two firnms will
spend about 32 hours annual |y preparing the required docunentation to be

submtted to the FAA

%7 This is calculated as foll ows: 90,000 tours x .017 hours = 1,500
hours; 90,000 tours X .083 hours = 7,500 hours. These two nunbers were
averaged together to obtain 4,500 hours.
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Excluding the provisions that inmpose a one-tinme burden (initial

" allocations would affect five operators the first year annually; 80
hours total), each certificate holder will have inposed an additional
annual reporting burden on average of 575 hours of labor.*® This
estimate, however, is highly dependent upon how many aircraft and how
many operations the certificate holder flies per year. For a period of

10 years, a total of approximately 143,750 hours will be spent.*

| Federal Rules that My Duplicate, Overlap, or Conflict
th the Final Rule

A
w

The FAA is unaware of any federal rules that either duplicate, overlap,

or conflict with the final rule.

Al'ternatives

Aircraft noise in the GCNP can be controlled in a nunber of ways.

Hence, noise-reducing measures can be acconplished through any one or a
conbi nation of these methods. As directed by P.L. 100-91, NPS devel oped
a nunmber of recommendations to substantially restore natural quiet.
These recommendations were included in NPS’ 1994 Report to Congress.
These recomendations included a number of different approaches to
achieving the statutory nmandate of P.L. 100-91. These and ot her

recommendati ons considered by the NpPs and the FAA include:

Altitude restrictions

Establi shment of air tour routes

Air tour curfews

Limts on the number of aircraft that can be used
Limts on number of air tour operations

Expansion of Flight Free Zones

“ This is calculated by sunming 3,346 + 10,956 + 50 + 32, which equals
14,384; 14384/25 = 575.

“ This is calculated by nultiplying 25 small entities by 575 hours per
year by 10 years, which equals 143,750 hours over ten years.
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e Phase out of noisy aircraft
e Encourage use of quiet aircraft
Establ i shment of aircraft noise budgets

Some of these recomrendations were adopted in 1996. Qhers have been
under consideration. The following summarize the status of each of

these recommendations:

Altitude restrictions - As one alternative, aircraft could be
required to fly above specific altitudes in certain parts of cene. The
noi se generated by these aircraft flying at higher altitudes would be
more widely dispersed before it reached the ground than if these
aircraft were flying at lower altitudes. Gound visitors would then be
less likely to notice the aircraft noise the higher up they are flying
Air tour passengers, however, would see |less dramatic views of the Grand

Canyon when flying at higher altitudes

The FAA has adopted this approach as one of the several options it is
using to control aircraft noise in geNp. On May 27, 1998, the FAA

i ssued SFAR No. 50-2. This sSrFarR established four flight-free zones fron
the surface to 14,499 feet above nean sea level in the area of the Grand
Canyon. On Decenber 31, 1996, the FAA issued a final rule (61 FR 69302

which raised the ceiling of the sFrRa to 17,999.

Establ i shment of air tour routes - Another approach used by the
FAA is to contain aircraft noise to certain parts of the Gand Canyon b
establishing specific air tour routes. On May 27, 1998, the FAA issued
SFAR No. 50-2, which provided for special routes for air tours. On
Decenmber 31, 1996, the FAA issued a final rule (61 FR 69302) which
established a new FFz and altered the boundaries of the other already
established FFz's. That rule change necessitates a change in the air

tour routes, which the FAA will establish next year (enforcenent of the
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airspace actions in 61 FR 69302 has been del ayed until after the

establ i shnent of these new routes).

The FAA may choose to do nore with air tour routes. The FAA likely wll
restrict certain routes to quiet aircraft only. In an acconpanyi ng
airspace rulenmaking, the FAA is establishing an incentive corridor

through the Bright Angel Frz for quiet aircraft.

Air tour curfews - Visitors to the Grand Canyon are likely to be
more annoyed by aircraft noise during certain tinmes of the day than at
other tines. The FAA established air tour curfews in 61 FR 69302 to
address this problem In the sumer season, air tours may not operate
in the Dragon and zZuni Point Corridors between the hours of é6pm and 8am;

in the winter, the curfewis between spm and 9am.

Limts on the nunber of aircraft that can be used - On Decenber
31, 1996, the Faaissued a final rule (61 FR 69302), which placed a cap
on the nunber of "commercial sightseeing" aircraft that could operate in

t he SFAR.

The cap of the nunber of aircraft has been found to be ineffective by
the FAA and NpPs. The main reason is that the number of different
aircraft used during a given time period will always exceed the average
nunber of aircraft used to provide air tours or even the naxi num nunber
of aircraft used to provide air tours. From My 1, 1997 through April
30, 1998, 229 different aircraft were used to provide air tours. The
dai ly average nunber of aircraft used during that period was 110 and the
maxi mum nunber used during a given day for that time period was 161.
Thus, the current cap on the nunber of aircraft does very little to

linmt aircraft to limt operations in the Gand Canyon. The FAA and NPS
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are in agreenent that the best way to correct the deficiencies of this

approach is to nove forward with a limtation on air tour flights

Limts on the number of air tour operations - Capping the nunber
of flights allowed in the Genp is another approach for linmting aircraf:
noise that may be pernitted in the park. This approach is being adopted
by the FAA with this particular rulemaking. This final rule temporaril:
limts all commercial air tours in the GCNP SFRA on a cal endar year
basis so that such air tours conducted by certificate holders in the
SFRA do not exceed the ampunt of air tours reported in accordance wth

current §93.317 for the base year

Expansi on of Flight Free Zones - Another approach that the FAA and
t he Nps have used to control aircraft noise in the Grand Canyon is to
establish Flight Free Zones. Aircraft, wunder this alternative are
forbidden fromflying over certain parts of the geNp. This highly
restrictive alternative is designed to protect certain areas from any
noi se emanating from aircraft overhead. SFAR 50-2 established four
flight-free zones fromthe surface to 14,499 feet nean sea level. On
Decenber 31, 1996, the FAA established a new FFz, nerged two existing

FFZ‘'s, and expanded the other two FFz's.

Phase out of noisy aircraft - An approach that the FAA is
currently considering is mandating that noisy aircraft be phased out of
service over the Grand Canyon. In fact, the FAA issued an NPRM on
Decenber 31, 1996 to phase out noisy aircraft by 2008. This could be a
very expensive rul emaking; out-of-pocket costs were estinmated at $173
mllion (undiscounted) in the 1996 NPRM. These out-of-pocket costs
(short-term capital outlays) would probably have had a nore severe
impact on the financial condition of Gand Canyon air tour operators

than the current final rule which restricts future growth. Al these
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costs out-of - pocket would have to be borne by 25 small entities. The
FAA has delayed issuing a final rule addressing the phasing out of |ess

noi se efficient aircraft in order to consider other actions

Encourage the use of quiet aircraft - This recommendati on woul d
encourage the use of aircraft used in GCNP that neet a yet to be definec
qui et technology standard. As stated in the Decenber 1996 final rule or
Special Flight Rules in the Vicinity of Gand Canton National Park
qui eter aircraft technology incentives are viewed as anot her approach tc
substantially restore natural quiet to the Gand canyon while
maintaining a viable tour industry. Anong specific suggestions were
providing nore attractive routes to quieter aircraft (such as the
i ncentive corridor through the Bright Angel FFZ), and |owering fees for
those operators using quieter aircraft. Al these incentives are stil

under consi deration

Establ i shment of aircraft noi se budgets - An approach, that the
FAA has not yet adopted, but which is under consideration is the noise
budget. In this alternative, the FAA would consider letting the market
place allow the aircraft owners to determine which airplanes to fly by
rationing the amount of noise that any tour operator could enit. Each
tour operator would be allotted a specific anount of noise "credits" to
be spent over a specific period of time, such as a day, week, or nonth.
The anount of noise "credits" issued to each operator would be reduced
over time to force each operator to reduce the aircraft noise inposed or:
the genp.  These credits would be allocated based on a formula that

- takes into account the number of tours, and the nunber and type of

aircraft that they had in the base year period. Each aircraft type
woul d be assigned a rating based on how noisy it was as conpared to a
certain decibel level: the noisier the aircraft, the higher its rating

When an operator flew any particular aircraft on its tour, it would use
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up this nunerical rating against the nunber of noise credits that it hac
been allocated. At this time, the FAA and NPS have not yet established
noi se ratings for each type of aircraft. This could be done when both

agencies establish standards for quiet technology aircraft.

Tour operators could increase their number of tours in tw basic ways.
They could purchase credits from other operators, thus allowing it nore
tours and/or noisier aircraft. Alternatively, they could invest in
quieter aircraft, thus allowing it to fly nore tours. O course,
operators could do both, which would certainly increase their nunmber of

flights.

A variation on this alternative would be to assign specific routes or
specific times of day with positive and negative bonus ‘points." These
points could either add to or subtract fromthe aircraft's rating as
incentive for operators to fly or not to fly certain routes or at
certain times of the day. Thus, an operator who chose the "negative
points" routes and/or tinmes of the day would be rewarded by being able
to fly more tours. On the other hand, since sone of the "positive
point" routes and/or times of the day mght be the nore lucrative ones
(where and when everyone would want to fly), operators would also be

free to try to maxinize profits by flying these.
Wiile the FAA has not currently adopted this alternative, the FAA may
consider adopting this alternative or elements of this alternative in

the future.

Affordability Analysis

For the purpose of this RFa, an affordability analysis is an assessment

of the ability of small entities to neet costs inposed by the proposed
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rule. There are two types of costs inposed by the rule--1) out-of-
pocket costs (actual expenditures) associated with applications and
docurment ation and 2) loss of potential future operating revenue
associated with an increase in the level of operations above current
levels. This latter burden may be significant to financial viability
for conpanies are depending on growth in operating revenue to provide
cash needed to neet |ong-term obligations such as equi pment purchase

| oans.

~ A conpany's short-run financial strength is substantially influenced,
anong other things, by its liquidity (working capital position and its
ability to pay short-term liabilities). Unfortunately, data are not
avail able on the anpunt of working capital that these operators have to
finance changes in short term costs associated with requirenents of the
rule such as filing of flight plans, transfer of allocations, and

requesting nodification of initial allocations

There is an alternative perspective to the assessment of affordability
based on working capital of the final rule. The alternative perspective
pertains to the size of the annualized costs of the rule relative to
annual revenues. The lower the relative inportance of those costs, the
greater the likelihood of inplementing either offsetting cost saving
efficiencies or raising fares to cover increased costs without

substantially decreasing passengers.

Thi s anal ysis assesses affordability by exam ning the annualized cost o
conpliance relative to an estimate of total Gand Canyon commercial air
tour operating revenues for each of the 25 small entities.” The

annual i zed change in net operating revenues corresponds to foregoing the
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anticipated 3.3 percent per year growh of undiscounted net operating
revenues. This nunmber is relatively constant across all air tour
operators because the mpjority of the negative inpact (lost revenues)
imposed by this rulemaking is directly related to the nunber of air
tours that are being conducted. For these operators, there may be some

prospect of absorbing the cost of the rule through fare increases.

It appears that given the current state of the industry, changes in net
operating revenues mght be offset by increased air fares. The Ilimit on
air tours will restrict the future supply of Grand Canyon air tours
while demand for air tours is expected to increase, which mght nake it
easier for affected entities to increase prices. No clear conclusion
can be drawn with regard to the abilities of small entities to afford
the reductions in net operating revenues that will be inposed by this
final rule because the FAA is not able to estimate the amunt of revenue

increase obtained through price increases.

Disproportionality Anal ysis

The FAA does not believe any of the 25 entities will be di sadvant aged
relative to larger operators because within the context of the RFA, all
Gand Canyon commercial air tour operators are snmall regardless of their

size relative to one another.

The smal | est operators are expected to i ncur higher costs relative to
their size than will larger operators. This is because while all
operators have periodic reporting requirenments, the snallest operators
will not be able to spread their reporting costs across as nany

operations, and hence, passengers, as W ll the larger operators.

° Qperating revenues were estimated from information on air tour fares,
aircraft, and passenger load factors.
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Consequently, the periodic reporting requirements wll be
proportionately greater for the smmllest operators conpared to the other
smal | operators. However, these reporting costs are a relatively small
portion of the econonmic inpact of this rulemaking. As a result, this
cost disadvantage to the smaller operators is not expected to be
significant.

Conpetitiveness Analysis

Al'l air tour operators currently operating in GCNP are small entities.
All these operators will be proportionately inpacted by the comercial
air tour limtation provision of this rulemaking (the comercial air
tour linmitation has the greatest inpact of all provisions of this

rul emaking). The smaller operators will not be put at a disadvantage
relative to the larger operators as a result of this provision. There
are some paperwork costs that inpact each operator equally, regardless
of size. In this case the larger operators could have an advantage over
the smaller operators since the larger operators can spread these costs
anong nmore passengers. However, these particular paperwork costs are
smal | and any relative advantage that the larger operators have as a

result of the paperwork cost will be insignificant.

Except for air tours to and from G and Canyon West Airport, this

rul emaking contains one feature inpacting conpetitiveness. The
comercial air tour limtation will protect established operators from
conpetition from new entrants or from newy established operators who
are just getting set up and therefore provide only a linmted nunber of
air tours. In this instance, the comercial air tour limtation puts
new entrants and newy established operators at a disadvantage to the
establ i shed operators because that provision will limt the nunmber of
air tours they can provide to only those allocations that they can

obtain through transfer.
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Busi ness Closure Analysis

The FAA is unable to determine with certainty the extent to which the
final rule will cause small entities to close their operations
However, the limted profit and loss data contained in Table 6 and the

affordability analysis can be an indicator of business closures

Table 6 contains 1997 and 1998 cal endar year profit and loss for 6 air
tour operators. Two of these air tour operators experienced |osses in

both years

In determ ning whether any of the 25 small entities will close business
as the result of conpliance with this rule, one question nust be
answered: “will the cost of conpliance be so great as to inmpair an
entity's ability to remain in business?" The FAA has inconplete
information on which of these small entities are already in serious
financial difficulty and the limted number of commenters who supplied
information to the docket did not elaborate on this. However, this rule
can have a significant inpact on those small entities that are already
experiencing financial difficulty. This rulemaking can make their
escape from financial difficulties nmore difficult, because they wll not
be able to increase revenues by increasing the nunber of commercial air
tours in the future. To what extent the final rule makes the difference

in whether these entities remain in business is difficult to answer.
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) Summary of Costs of Conpliance

The estimated |o-year inpact of the provision of this rulemaking is
$154.3 mllion, ($99.6 mllion, discounted) in lost revenue (net of
variabl e operating costs) due to the inposition of air tour operations
limts. After two years, this requirement may be reviewed and subject
to change. At the end of the two years review, the cost in |ost revenue
will be $13.2 nillion ($11.9 mllion, discounted). The status of the
qui et technology rulenaking and the Conprehensive Aircraft Noise
Managenent Plan will also be taken into consideration at that tine. The
estimated | o-year cost of the other provisions which include (1)
reporting four tines annually, (2)filing of flight plans, (3) transfer
of allocations and (4) requesting nmodifications to initial allocations
is $30,000, or $23,000, discounted. In sum the estimated |o-year cost
to air tour operators as a result of this final rule would be $154.3
mllion ($99.6 mllion, discounted) with the granting of exceptions to

operators conducting air tours to the Reservation.

FAA costs include those associated with initial allocations, annual
recording and tracking, transfers of allocations, and filing of flight
plans. These FAA costs are estimated at $1.06 nmillion or $746,400

di scount ed. In sum the Faaestimates that the |o-year cost of this

rule will be $155.4 million ($100.3 mllion, discounted).

J) Sunmary of Benefits and Costs

Public Law 100-91 was adopted to substantially restore natural quiet and
experience in Gand Canyon National Park. The primary intended benefit
of this rule is its contribution toward restoring natural quiet and
experience in Grand Canyon National Park. The FAA estimates that this

rule, together with its two associated actions, will restore natural
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qui et to about 41 percent of the park. The estimated |o-year use
benefits (benefits derived from hiking, rafting, or sightseeing) as a
result of this rule and the associated actions will be about $45.9
mllion, discounted at 7 percent over 10 years. This rule, wthout the
associ ated actions, wll provide a discounted “use” benefit to ground

visitors of about $20.4 million over the sane period.

The FAA does not have adequate data to estimate the non-use benefits of
aircraft noise reduction at GcNP, but believes this rul emaking may

* generate significant non-use benefits. Studies cited earlier suggest
potentially significant non-use benefits associated with aircraft noise

reduction in GCNP as a result of this rul emaking.

The estimated | o-year cost of these regulations will be $155.4 nillion
($100.3 nillion, discounted). The majority of the costs of these

regul ations will be $154.3 nillion, ($99.6mllion, discounted) in |ost
revenue (net of variable operating costs) due to the inposition of air
tour operations linmits. After two years, this requirenent may be
reviewed and subject to change. At the end of the two years review, the
cost in lost revenue will be $13.2 million ($11.9 nmillion, discounted).
The status of the quiet technology rul emaking and the Conprehensive
Aircraft Noise Minagement Plan will also be taken into consideration at
that time. The estimated |o-year cost of the other provisions to air
tour operators includes (1) reporting four tines annually, (2) filing of
flight plans, (3) transfer of allocations and (4) requesting

modi fications and initial allocations is $30,000, or $23,000,

di scounted. FAA costs include those associated with initial

allocations, annual recording and tracking, and transfer of allocations

and are estimated at $1.06 mllion or $746,400 di scount ed.
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6. I nternational Trade I|npact Assessnent

The FAA has determined that the rulemaking will not affect non-U S
operators of foreign aircraft operating outside the United States nor
will affect U S. trade. [t can, however, have an inpact on conmercial

air tour business at gcNp, nuch of which is foreign.

The United States Air Tour Association estinmates that o percent of all
comercial air tourists in the United States are foreign nationals. The
Las Vegas FsDoO and sone operators, however, believe this estimte to be
consi derably higher at the Grand Canyon, perhaps as high as 90 percent.
To the extent the air tour limtation rulemaking disrupts the narketing
of Grand Canyon air tours to foreign visitors and thereby reduces their
patronage of these tour, the commercial air tour industry can
potentially experience an additional |oss of revenue beyond what is

expected as a result of the linit inposed on air tour operators.

The FAA cannot put a dollar value on the portion of the potential |oss
in comercial air tour revenue associated with a weakening in foreign
demand for U.S. services concomtant with the limtation on commerci al

air tours of the Grand Canyon.

7. Unfunded Mandates Assessnent

Title Il of the Unfunded Mandates Reform Act of 1995 (the Act), enacted
as Public Law 104-4 on March 22, 1995, requires each Federal agency, to
the extent permitted by law, to prepare a witten assessment of the
effects of any Federal mandate in a proposed or final agency rule that
may result in the expenditure of $100 mllion or nmore (when adjusted

annually for inflation) in any one year by State, local, and tribal
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governnents in the aggregate, or by the private sector. Section 204 (a)
of the Act, 2 U.s.C. 1534(a), requires the Federal agency to develop an
effective process to permt tinely input by elected officers (or their
desi gnees) of State, local, and tribal governments on a "significant

i ntergovernnental nandate." A "significant intergovernnmental mandate"
under the Act is any provision in a Federal agency regulation that wll
i npose an enforceable duty upon State, |ocal, and tribal governments in
the aggregate of $100 nmillion (adjusted annually for inflation) in any
one year. Section 203 of the Act, 2 u.s.c. 1533, whi ch suppl enents
section 204 (a), provides that, before establishing any regulatory
requirenents that mght significantly or uniquely affect small
governnents, the agency shall have devel oped a plan, which, anmong ot her
things, must provide for notice to potentially affected snall
governnents, if any, and for a meaningful and timely opportunity for
these small governnents to provide input in the devel opnent of

regul atory proposals.
This final rule does not contain any Federal intergovernnental or

private sector mandates. Therefore, the requirenents of Title Il of the

Unf unded Mandates Reform Act of 1995 do not apply.
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Table 1. Summary of Costs, By Alternative, of the Final Rule of Placing a Limitation on Commercial Air Tours in the Gand Canyon National
Park, 2000-2001 to 2009-2010.

Summary of Operational Costs: Summary of Non-Operational Costs: Summary of FAA Costs:
Final Rule and Alternatives Final Rule and Alternatives Final Rule
Description of Change in Change in Description of Non- Total Discounted || Description of Total Discounted
Operations Undiscounted Discounted Operations Undiscounted Cost FAA Costs Undiscounted Cost
Arternatives Net Operating|Net Operatingf Alternatives with cost cost
Revenue Revenue Initial or Annual
Costs
Total One Year Total One Year Total One Year
'inal Rule $5,613,067 $5,245,857[Final Rule $1,125 $1,051})Final Rule Ann $99,280 $92,78¢
lo Peak/Off-Peak Rep. Four Times .Rec. & Tracking
lelineation IANn .
Alternative $0 $0[[Final Rule Trans $6,480 $6,05¢
Rep. Three Times & Term. Of
IAnn. (Current) IAlloc.
Final Rule Flight $19,100 $17,800Final Rule File $0 S
Plan Ann. Flight Plan
[Alternative $29,300 $27,383|Final Rule $3,800 $3,55]
SFRA Operations Initial
Form Allocation
Final Rule $1,500 $1,402
Trans and Term. Of
iAlloc.
Final Rule $3,800 $3,551
Req. Mod and Init
Alloc.
‘otal of Final Rule $5,613,067 $5,245,857|Total of Final Rule $28,725 $26,904{Total Cost $109,560 $102,39:
Total Two Years Total Two Years Total Two Years
"inal Rule $13,221,980 $11,891,776Final Rule $2,250 $2,034{Final Rule Ann $198,560 $179,50¢
lo Peak/Off-Peak Rep. Four Times .Rec. & Tracking
Jelinedtion Ann.
[Alternative $0 $0||Final Rule Trans $13,000 $11, 71¢
Rep. Three Times & Term. Of
Ann. (Current) lAlloc.
Final Rule Flight $22,300 $20,900|Final Rule File S0 S
Plan Ann. Flight Plan
[Alternative $58,600 $52,975|[Final Rule $3,800 $3,565:
SFRA Operations Initial
Form [Allocation
Final Rule $3,000 $2,712
Trans and Term. Of
|Alloc.

Preel A f Nlaea1l DY o ¥ &1 Ana1 nonl “11 on1 ArcBmac A7 AfF DAl N A [aa Be BN =3 42 e FAImAl AT MNeaas en1c aecn cr A o
e TE 2 InGae sviaT i R R | ¥, S c s SpeTOeSs Ta Faiisas insT g R | i ekt i R D
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Table 1.

Park,

Summary of Costs, By Alternative, of the Final Rule of Placing a Limitation on Commercial Air Tours in the Grand Eényon National
2000-2001 to 2009-2010 (continued).

Summary of Operational Costs:
Final Rule and Alternatives

Summary of Non-Operational Costs:
Final Rule and Alternatives

Summary of FAA Costs:

Final Rule

Description of Change in Change in Description of Non- Total Discounted || Description of Total Discounted
Operations Undiscounted Discounted Operations Undiscounted Cost FAA Costs Undiscounted Cost
Alternatives Net Operating|Net Operating| Alternatives With Cost Cost
Revenue Revenue Initial or Annual
Costs
Total Five Years Total Five Years Total Five Years
Final Rule $48,693,362 $38,770,414|Final Rule $5,625 $4,613||Final Rule Ann $496,400 $407, 06t
Jo Peak/Off-Peak Rep. Four Times .Rec. & Tracking
Jdelineation Ann.
Alternative $0 $OfFinal Rule Trans $32,400 $26,56¢
Rep. Three Times & Term. Of
Ann. (Current) Alloc.
Final Rule Flight $22,300 $20,900[Final Rule File $0 S
Plan Ann. Flight Plan
IAlternative $146,500 $120,136Final Rule $3,800 $3,55
SFRA Operations Initial
Form Allocation
Final Rule $7,500 $6,150
Trans and Term. Of
iAlloc.
Total of Final Rule $48,693,362 $38,770,414[Total of Final Rule $35,425 $36,276)Total Cost $532,600 $437,18
Total Ten Years Total Ten Years Total Ten Years
Final Rule $154,322,296 $99,566,311||Final Rule Rep. $11,250 $7,902||Final Rule Ann $992,800 $697,30
No Peak/Off-Peak Four Times Ann. .Rec. & Tracking
Delineation
Alternative 50 $Of[Final Rule Trans $64,800 $45,51
Rep. Three Times & Term. Of
IAnn. (Current) Alloc.
Final Rule Flight $22,300 $20,900Final Rule File S0 S
Plan Ann. Flight Plan
Alternative $293,000 $205,791Final Rule $3,800 $3,55%
SFRA Operations Initial
Form Allocation
Final Rule $15,000 $10,535
Trans and Term. Of
Alloc.
Final Rule $3,800 $3,551
Req. Mod and Init
Alloc.
Total of Final Rule $154,322,296 $99,556,311fTotal of Final Rule $52,350 $42,888||Total Cost $1,061,400 $746,36

Source:

U.S. Department of Transportation,
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Table 2. Profile Of Operators, By Route And Other Variables,
Who Were Operating In Grand Canyon National Park, 1997-1998.

Route Number of |Aircraft**| Air Tours Passengers
Operators* Total

Fixed Wing (Blue 10 150 38,114 363,434
Routes)

Helicopter (Green 4 4 16 7,922 38,338
Route)

Fixed Wing (Black 9 74 11,426 94,286
Routes)

Helicopter (Green 3 31 32,797 145,797

1, 1A,and 2 Routes)

Total One-Year All 26 * * 90,259 641,855
Routes

Fixed Wing (Blue 10 150 85,412 814,450
Routes)

Helicopter (Green 4 4 16 17,753 85,915
Route)

Fixed Wing (Black 9 75 25,605 211,294
Routes)

Helicopter (Green 3 31 73,497 326,728

1, 1A,and 2 Routes)

Total Two-Year All 26 ** 202,267 1,438,387
Routes

Fixed Wing (Blue 10 150 224,392 2,139,711
Routes)

Helicopter (Green 4 ) 4 16 46,641 225,715
Route)

Fixed Wing (Black 9 75 67,270 555,110
Routes)

Helicopter (Green 3 31 193,092 858,375

1, 1A,and 2 Reutesy

Total Five-Year All 26 ** 531,395 3,778,911
Routes
Fixed Wing (Blue 10 150 488,335 4,656,558
Routes)
Helicopter (Green 4 4 16 101,502 491,214
Route)
Fixed Wing (Black S 75 146,397 1,208,061
Routes)
Helicopter (Green 3 31 420,217 1,868,044

1, 1A,and 2 Routes)

Total Ten-Year All 26 *x| 1,156,451 8,223,877
Routes

Twenty-four operators reported conducting air tours in the Gand
Canyon during the base period. The nunber sunms to 26 entities because
one operator is an airplane and helicopter operator and is counted as
two entities in this table. Another operator conducts a |arge vol ume o:
airplane tours that originate from Page, Arizona as well as from Las
Ve%?s, Nevada. This operator is also treated as two entities in this
tabl e.

=»*x To avoid double counting, no totals are provided because nany
operators use the same aircraft on nore than one type of air tour.

Source: U S. Department of Transportation, Federal Aviation
Administration, Ofice of Aviation Policy and Plans, Novermber 1999.



Table 2a. Profile Of Las Vegas Airplane Operators
Conducting Air Tours Along Nationzl Canyon and Sanup
Region Blue Routes In Grand Canyon National Park
1997-1998.
Qperator | Aircraft Alr Tours Passengers
Code Annual Tota
Nunber *
2 22 5,582 28,738
3 I 3,390 21,394
b 2,010 16, 08C
7 11 2,314 18,743
10 42 7,437 124,91C
11 15 5,927 66,16C
14 1 2 8
15 13 3,971 33,781
19 18 5,557 39,594
23 17 1,924 14,025
Tot al 150 38,114 363,433

* A unique code has been assigned to each operator

Source: U 'S. Department of Transportation, Federal Aviation
Adm nistration, Ofice of Aviation Policy and Pl ans, Novenber
1999.

Table 2b. Profile O Las Vegas Helicopter Operators
*onducting Air Tours Al ong Sanup Regi on Green 4 Route and or:
The Reservation Wo Were operating In Grand Canyon Nationa

Park, 1997-1998.

Qper at or Aircraft Alr Tours Passengers
Code Annual Tota
Nunber *
18 3 1,026 4,197
20 3 2,556 12,780
22 3 1,753 7,889
24 T 2,587 13,472
Tot al 16 7,922 38,338

* A unique code has been assigned to each operator

Source: U 'S. Department of Transportation, Federal Aviation
Administration, Ofice of Aviation Policy and Plans, Novenber
1999.



Tabl e 2c.

Profile O Tusayan and O her
Conducting Air Tours in Marble Canyon and through zuni Poi nt,

Al rplane Operators

North Rim Dragon, and Fossil Canyon Corridors, Wo Were
Qperating In Grand Canyon Nati onal 1997-1998.
Oper at or Aircraft Alr Tours Passengers
Code Nunber* Annual Tota
1 13 926 3,327
5 i 34 136
8 4 3,165 48,108
9 2 36 149
10 42 3,030 21,221
12 T 1,075 5,536
13 2 13 34
16 8 3,132 15,715
17 15 60
Tot al 74 11,426 94,286
* A unique code has been assigned to each operator
Sour ce: U S. Departnent of Transportation, Federal Aviation
Administration, Ofice of Aviation Policy and Plans, Novenber

1999.

Table 2d.

Tours Through Zuni

Profile OZ Tusayan Helicopter Qperators Conducting Ar
pPoint North Rimand Dragon Corridors (G een

Routes) Who Were Cperating In the Grand Ccanyon National Park
1997-1998.
Qper at or Aircraft Air Tours Passengers
Code Nunber* Annual Tot al
4 4 4,361 23,113
21 22 24,015 101,976
25 5 4,421 20,708
Tot al 31 32,797 145,797
* A unique code has been assigned to each operator
Sour ce: U S. Department of Transportation, Federal Aviation
Administration, Ofice of Aviation Policy and Plans, Novenber

1999.
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Table 3. One-Year, Two-Year, Five-Year, and Ten-Year Profile Of Operators, By
Route, Revenue, and Costs, 2000-2001 to 2009-2010, Wthout the Final Rule (Based
Upon 1997-1998 Base Year).

Rout e Qper at or G oss Vari abl e Net Discouited

Operating Qperating Operating Net
Revenue costs Revenue Qperating
Reverue
rixed Wng (Bl ue 10 $70,172,071 $17,298,942| $52,873,129[ $49,414,154
outes)
jelicopter (G een 4 4 $13,248,839] 51,505,482 $11,743,357] $10,975,10¢C
oute)
rixed Wng (Black 9 $8,619,217| $2,954,490| 5,664,727 $5,29%,13¢
outes)
jelicopter (G een 3 $17,373,721| $10,376,806| $6,996,915] $6,533,173
L, 1A,and 2 Routes)
Total One-Year All 26| $109,413,848| $32,135,720| $77,278,128| $72,255,21¢C
Routes
rixed Wng (Bl ue 10| $142,659,821| $35,168,748| $107,491,072 $97,119,594
outes)
ielicopter (Green 4 4 $27,008,078 $3,060,645| $23,947,433| $21,635,814
oute)
7rixed Wng (Bl ack 9 $17,522,869] $6,006,478] $11,516,391| $10,405,207
Routes)
hel i copter (G een 3 $35,320,775| $21,096,046| $14,224,729| $12,852,22¢
1, 1A,and 2 Routes)
Total Two-Years All 26| $222,511,543( 565,331,918 [$157,179,625(5142,013, 841
Routes
rixed Wng (Bl ue 10] $374,794,006] $92,394,876 [$282,399,130(%230,561,351
Routes)
ielicopter (Green 4 4 $70,955,268| $8,040,887| $62,914,381| $51,365,33¢
Route)
Fixed Wng (Bl ack 9 546,035,851 $15,780,140( $30,255,711 $24,702,223
Routes)
delicopter (G een 3 $92,794,276| $55,423,254[ $37,371,022[ $30,511,507
1, 1A,and 2 Routes)
Total Five-Years 26| $584,579,401(%$171,639,157($412,940,244(%$337,1414,41S
a1l Routes
Fi xed Wng (Bl ue 10| $815,647,457|$201,074,842|$614,572,615|5423,923,02¢C
Rout es)
jelicopter (G een 4 4] $154,416,782] 517,499,024 [ $136,917,758] $94,441,913
Rout e)
Fi xed Wng (Bl ack 9] $100,185,767| $34,341,615| 565,844,152 545,413,83¢€
Rout es)
delicopter (& een 3 $201,944,038] 3120,615,152 $81,328,886] $56,11),097
1, 1A,and 2 Routes)
Total Ten-Years All 26(%$1,272,194,044 ($373,530,633 ($898,663,411($619,891, 86¢
Rout es
Source: U S. Departnent of Transportation, Federal Aviation Adninistration

O fice of Aviation Policy and Pl ans,

Novenber 1999.




Tabl e 3a.

Ten- Year

Profile of

Conducting Air Tours Along Nationa

Routes By Revenue,

and Costs,

Las Vegas Airplane Operators
Canyon and sanup Regi on Bl ue
2000-2001 to 2009-2010, Wthout the

Final Rule (Based Upon 1997-1998 Base Year)
Operator Gross Variable Undiscounted Discounted
Code Operating Operating | Net Operating | Net Operating
Number * Revenue Costs Revenue Revenue
2 $31,905,322| $12,596,049 $19,309,273 $13,319,402
3 $29,954,853| $11,190,678 $18,764,175 $12,943,397
6 $38,465,186( $10,657,056 $27,808,130 $19,181,854
7 $42,285,321} $11,059,680 $31,225,641 $21,539,229
10 $298,240,508| $63,083,392 $235,157,116 $162,209,735
11 $171,781,320{ $42,290,932 $129,490,388 $89,321,565
14 $9,477 $4,640 $4,837 $3,336
15 $78,254,749] $19,579,174 58,675,575 40,474,001
19 $95,759,901| $24,526,481 $71,233,420 $49,136,315
23 $28,991,174 $6,086,934 $22,904, 240 $15,799, 185
Total $815,647,811($201,075,015 $614,572,796 $423,928, 020

* A unique code has been

assigned to each operator

Source: U S. Department of Transportation, Federal Aviation
Adm nistration, Ofice of Aviation Policy and Plans, Novenber 1999.
Table 3b. Ten-Year Profile Las Vegas Helicopter Operators

Conducting Air Tours Along Sanup Region Green 4 Route and on The

Reservati on, , 2000-2001 to 2009-2010,

By Revenue, and Costs

Wthout The Final Rule (Based Upon 1997-1998 Base Year)
Qper at or G oss Vari abl e Undi scount ed Di scount ed
Code Qperating Qperating Net Operating | Net Operating
Nunber * Revenue costs Revenue Revenue
18 $13,911,009| $3,976,843 $9,934,166 $6,852,51¢
20 $51,100,426| $4,475,348 $46,625,078 $32,161,653
22 $33,023,791| $4,112,908 $28,910, 884 $19,942,52¢
24 $56,381,555| $4,933,925 $51,447,629 $35,488,21¢
Tot al $154,416,781| 517,499,024 $136,917,757 $94,444,913
e A unique code has been assigned to each operator
Source: U S. Departnent of Transportation, Federal Aviation

Admi ni strati on,

O fice of Aviation Policy and Pl ans,

Novenber 1999.




Tabl e

3c.

Ten-Year Profile O Tusayan and Qther Airplane

Operators Conducting Air Tours in Marble Canyon and through Zuni

Point, North Rim Dragon, and Fossil Canyon Corridors, By Revenue
and Costs, 2000-2001 to 2009-2010, Wthout the Final Rule (Based
Upon 1997-1998 Base Year)

Operator Gross Variable Undiscounted Discounted
Code Operating Operating Net Tperating | Net Uperating
Number* Revenue Costs Revenue Revenue
1 $3,542,799] 61,479,855 $2,062,944 $1,423,004
5 $144,814 $54,781 $90,033 $62,104
8] $48,120,294| $20,707,981 $27,412,313 $18,908, 82:
9 $231,756 $89,825 $141,931 $97,90:
10] $24,374,660] $4,414,147 $19,960,513 $13,768,62:
12 $5,158,165| $1,744,158 $3,414,007 $2,354, 95¢
13 $34,340 $7,896 $26,444 $18,241
16| $18,423,212] $5,790,892 $12,632,320 $8,713,68¢
17 $155,728 $52,079 $103,649 $71,497
Total $100,185,768] $34,341,614 $65,844,154 $45,418, 83¢

* A unique code has been assigned to each operator

Sour ce:,

Admi ni strati on,

U S. Departnent

of

. Transportation,
O fice of Aviation Policy and Pl ans,

Feder al

Avi ati on
Novenmber 1999.

Tabl e 3d.
Conducting Air Tours Through zuni Point,
Corridors (Green Routes),

Ten-Year Profile of Tusayan Helicopter Operators
North Rimand Dragon
By Revenue and Costs, 2000-2001 to

2009-2010, Wthout the Final Rule (Based Upon 1997-1998 Base
Year)
Operator G oss Vari abl e Undi scount ed Di scount ed
Code Qperating Qperating Net Operating|Net Operating
Number * Revenue costs Revenue Revenue
4] $32,595,712| $19,640,825 $12,954,887 $8,936,19¢
21| $143,351,426| $87,529,922 $55,821,504 $38,505, 28!
25| $25,996,900{ $13,444,405 $12,552,495 $8,658, 62
fotal $201,944,038] $120,615,152 $81,328,886 $56,100,09°
* A unique code has been assigned to each operator. o
Source: U'S. Department of Transportation, Federal Aviation

Admi ni strati on,

O fice of Aviation Policy and Pl ans,

Novenber 1999.




Table 4. One-Year, IWO-Year, Five-Year, and Ten-Year Profile of Operators Urder the
Final Rule, By Route, Revenue, and Costs Who Were QOperating In the Gand Canyon Nationa
Park, 2000-2001 to 2009-2010 (Based Upon 1997-1998 Base Year)

Route Number Loss in Loss of Reduct i on Loss of Loss of
of Total Gross in Variabl e |undiscounted| Liscounted
Operators|Operations| Operating Operating Net Net
Revenue costs Operating Operating
Revenue: Revenue

Fixed Wing (Blue 10 2,783 $5,737,970 $1,379,329| $4,358,641] 34,073,496

Routes)

Helicopter (Green 4 1 105 $111,073 $31,753 $79,230 $74,130

Route)

Fixed Wing (Black 9 1,169 $799,936 $274,201 $525,735 $491,340

Routes)

Hel i copter (G een 3 3,355 $1,612,427 $963,054 $649,373 $606,890

1, 1A, and 2

Rout es)

Total One-Year Al 23 7,412 $8,261,405| $2,648,338| $5,613,067| 55,245,857

Rout es

Fi xed Wng (Blue 10 6,556 $13,516,199| $3,249,109| $10,267,090( 59,234,164

Rout es)

Hel i copter (Geen 4 1 247 $261,640 $74,797 $186,843 $168, 045

Rout e)

Fi xed Wng (Bl ack 9 2,753 $1,884,305 $645,901| $1,238,404| 351,113,814

Rout es)

Hel 1 copter (G een 3 7,903 $3,798,186| $2,268,543 1,529,643 31,375,752

1, 1A, and 2

Rout es)

Total Two- Years All 23 17,460 $19,460,330| $6,238,350| $13,221,980|$11,891,776

Rout es _

Fi xed Wng (Bl ue 10 24,143 $49,776,899| $11,965,685| $37,811,214|%$30,105,879

Rout es)

Wﬁllcopter (Geen 4 1 911 $963,556 $275,459 $688,097 $547,874

Rout e)

Fixed Wng (Black 9 10,140 $6,939,442| $2,378,697| $4,560,745| 353,631,336

Rout es)

Hel i copter (G een 3 29,107 $13,987,804| $8,354,498| $5,633,306( 354,485,326

1, 1A, and 2

Rout es)

Total Five-Years 23 64,300 $71,667,701|%22,974,333| $48,693,362|$38,770,414

A1l Routes

Fixed Wing (Blue 10 76,514 $157,756,317|$37,922,458(%119,833,859($77,307,150

Routes)

Helicopter (Green 4 I 2,886 $3,053,768 $873,003| 52,180,765 51,406,854

Rout e)

Fixed Wng (Bl ack 9 32,137| $21,992,948| $7,538,729| $14,454,219| 59,324,697

Routes)

Helicopter (Green 3 92,247| $44,331,094(526,477,640| $17,853,454|$11,517,610

1, 1A, and 2

Routes)

Total Ten-Years All 23 203,784| $227,134,127|$72,881,831(5154,322,296| $99,556,311

Routes

Source: U.S. Departnent of Transportation, Federal Aviation Administration, Ofice of

Avi ation Policy and Pl ans,

Novenber

1999.




Table 4a. Ten-Year Profile O Las Vegas Airplane Qperators
Conducting Air Tours Along National Canyon and Sanup Region Bl ue Routes
Under the Final Rule, By Revenue and Costs
2000-2001 t0 2009-2010 (Based Upon 1997-1998 Base Year)
dJperator| Change in Change in Change in Change in Change in
Code Total Gross Variable Undiscounted | Discounted Net.
Number* |Operations| Operating Operating [Net Operating Operating
Revenue Costs Revenue Revenue
2 70 $611,123 $171,353 $439,769 $283, 70-
3 4,441| $4,374,787| $1,502,235 $2,872,552 $1,853,13°
6 4,593 $7,571,522] $2,099,773 $5,471,749 $3,529,93:
7 5,682 $8,663,273] $2,249,565 $6,413,708 $4,137,60:!
10 16,326| 556,298,937 $12,261,053| $44,037,883 $28,409,69:
11 16,201 $37,379,211| $9,196,639 $28,200,574 $18,192, 73
14 6 $2,003 $1,019 $1,062 $68:
15 11,169]| §17,178,614| $4,298,053] $12,880,561 $8,309, 50!
19 15,025| $20,679,117] $5,283,116] $15,396,001 $9,932, 254
23 3,001| S$4,979,654 $859, 654 $4,120,000 $2,657, 89
Total 76,514[$157,756,317] $37,922,458| $119,833,859 $77,307, 15!
* A unique code has been assigned to each operator.
Source: U'S. Departnent of Transportation, Federal Aviation
Adnministration, Ofice of Aviation Policy and Plans, Novenber 1999.
Tabl e 4b. Ten-Year Profile O Las Vegas Helicopter Operators Conductin

Operators under the Fina

Air Tours Along Sanup Region Green 4 Rouze and on The Reservation of
Rul e, Ey Revenue and Costs,

2000-2001 t0 2009-2010 (Based Upor. 1997-1998 Base Year)

Oper ator [Change in | Change in [ Change in Change in ~ Change in
Code Annual G oss Variable |Undiscounted | Discounted Net
Nunber* |Operations| Operating | Operating |Net Operating Operating
Revenue costs Revenue Revenue
18 2,886 $3,053,768] $873,003 $2,180,765 $1,406, 8¢
20 0 $0 $0 $0 $
22 0 $0 $0 $0 3
24 0 $0 $0 $0 ¢
Tot al 2,886 53,053,768 $873,003 $2,180,765 $1,406, 85
* A unique code has been assigned to each operator.
Source: U S. Department of Transportation, Federal Aviation
Admi nistration, Ofice of Aviation Policy and Plans, Novenber 1999.




Rul e,

Table 4:z.
Conducting Air Tours in Marble Canyon and through zZuni Point,
and rossil Canyon Corridors Qperators Under the Final

R m Dragon,
2200-2001 t0 2009-2010 (Based Upon 1997-

By Revenue and Costs,

Ten- Year

ProfilTe O

Tusayan and O her Arplane Operators

1998 Base Year)

Nor t h

Operator | Change in | Change in [Change in Change in Change in

Code Annual Gross Variable | Undiscounted | Discounted Net
Number* |Operations| Operating |Operating [Net Operating Operating
Revenue Costs Revenue Revenue

1 2,605 $777,721 $324,860 $452,861 $292,14S:

5 96 $31,790 $12,026 $19,764 $12,75C‘

8 8,902($10,563,448|%$4,545,851 $6,017,597 $3,882,069‘

9 101 $50,875 $19,719 $31,156 $20,10C

10 8,522] $5,350,766 $969,001 $4,381,765 $2,826,762'

12 3,024] $1,132,329 $382,881 $749, 448 $483,484'

13 37 $7,538 $1,733 $5,805 $3,74¢%

16 8,809| $4,044,294|81,271,226 $2,773,068 $1,788,96C‘

17 42 $34,186 $11,432 $22,754 $14,67¢|

Total 32,138($21,992,947|$7,538,729 $14,454,218 $9,324,69E'

*

Sour ce:

Admi ni strati on,

U.S. Departnent of Transportation,
O fice of Aviation Policy and Pl ans,

A unique code has been assigned to each operator.

Feder al

Avi ati on
Novenber 1999.

Tabl e 4d.

Ten-Year Profile Of Tusayan Helicopter Operators Conducting |
North Rim and Dragon Corridors (G een

Air Tours Through zuni Point,

Routes)Operators UUnder t he Fi nal

Rul e,

By Revenue and Costs In the

Grand Canyon National Park, 2000-2001 to 2009-2010 (Based Upon 1997-
1998 Base Year)

Operator [Change in | Change in | Change in Change in Change in
Code Annual G oss Variable |Undiscounted | Discounted
Nunber* |Qperations| Operating | Operating |Net Operating|Net Operating

Revenue costs Revenue Revenue
7 12,266 $7,155,465| $4,311,587 $2,843,878 $1,834,641]
21 67,546 531,468,746| 519,214,715 312,254,031 §7,905,317
25 12,435 35,706,883 32,951,338 $2,755,545 $1,777, 65€
Tot al 92,247| $44,331,094] 526,477,640 $17,853,454 $11,517,61C
* A unique code has been assigned to each operator.
Source: U S. Departnent of Transportation, Federal Aviation

Admi ni strati on,

O fice of Aviation Policy and Pl ans,

153

Novenber 1999.




Estimated Initial Operator Start-up Costs Assocliated Wth
Filing a Flight Plan (2000-2001)
Cperator d) Cost to b) Rewite ) Pilot [d) Initial Tot al Di scount ed
Nurber Create a | Existing [Training| _Pilot Tot al
Tenpl at e [ops Manual Set up Trai ni ng
1 $360 $360 $360 $0 $1,080 $1,005
2 $360 $360 $360 $o[ $1,080 $1,0068!
3 $360 $360 $360 $0 $1,080 $1,008
5 $0 $360 $0 $0 $360 $336
6 $360 $360 $360 $0 $1,080 $1,008
7 $360 $360 $360 $0 $1,080 $1,009)
8 $360 $360 $360 $0 $1,080 $1,009§
9 $0 $360 $0 $0 $360 $3361
10 $360 $360 $360 S0 $1,080 $1,0089
11 $360 $360 $360 $0| $1,080 $1,005]
12 $360 $360 $360 $0 $1,080 $1,008
13 $0 $360 $0 $0 $360 $336
14 $0 $360 $0 $0 $360 $336|
15 $360 $360 3360 $0[ 51,080 $1,009
16 $360 $360 $360 $0 $1,080 $1,008
17 $0 $360 $0 $0 $360 $336
18 $360 $360 $360 $0 $1,080 $1,008
19 $360 $360 $360 $0 $1,080 $1,009
20 $0 50 $0 $0 $0 $0
21 $360 $360 $360 50 $1,080 $1,009
22 $0 $0 $0 S0 $0 50
23 $360 $360 $360 $0 $1,080 $1,009
24 50 50 30 50 30 50
25 $360 $360 $360 $o[ 31,080 $1,009]
Tot al $5,760 $7,560[ 35,760 $0[ $19,080 $17, 823,
Source: U .S. Departnent of Transportation, Federal Aviation
Admini stration, Ofice of Aviation Policy and Plans, Novermber 1999.
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A11 Rout es

Table 5. One-Year, Two-Year, Five-Year, and Ten-Year Regulatory Flexibility 2rofile O
Qperators Under Alternative One, Wwo Wre Operating In the Grand Canyon National Park,
2000-2001 to 2009-2010 (Based Upon 1997-1998 Base Year)

Rout e Number Change in | Change in [ Annualized | Change in Arinualized
o Tot al Undi scount ed Change in Undi scounted| Change in
Operators | Operations Net Net O her Costs|tUndiscounted
Operating Qperating other Costs
Revenue Revenue
Fixed Wng (Bl ue 10 2,783| $4,358,641| $4,358,641 $2,928 $2,92¢
Routes)
Helicopter (Green 4 1 105 579,230 $79,230 $1,093 $1,09:
Route)
Fixed Wng (Bl ack 9 1,169 $525,734 $525,734 $2,651 $2,651
Routes)
Helicopter (G een 3 3,355 $649,732 $649,732 $818 $81¢
1, 1A,and 2 Routes)
Total One-Year All 23 7,412 65,613,067| $5,613,067 $7,490 $7,49¢C
Routes _
Fixed Wng (Bl ue 10 6,556 $10,267,090( $5,678,645 $5,856 $3,23¢
Routes)
Helicopter (Green 4 1 247 $186,843 $103, 341 $2,186 $1,20¢
Route)
Fixed Wng (Bl ack 9 2,753| $1,238,404 $684,951 $5,303 $2,933
Routes)
Helicopter (G een 3 7,903 51,529,643 $846,033 $1,636 $90¢
1, 1A,and 2 Routes)
Total Two- Years All 23 17,460 $13,221,980( $7,312,970 $14,981 $8,28¢€
Routes _
Fixed Wng (Bl ue 10 24,143 $37,811,214] $9,221,815 $14,639 $3,57¢C
Routes)
Helicopter (G een 4 i 911 $688,097 $167,821 $5,464 $1,333
Route)
Fixed Wng (Bl ack 9 10,140 $4,560,744| $1,112,324 $13,257 $3,233
Routes)
Helicopter (G een 3 29,107| $5,633,306] $1,373,913 $4,089 $997
1, 1A,and 2 Routes)
Total Five-Years 23 64,300| $48,693,362|$11,875,873 $37,449 $9,133
A1l Routes
Fixed Wng (Bl ue 10 76,514|$119,833,859| $17,061, 705 $29,278 $4,168
Routes)
Helicopter (G een 4 1 2,886| $2,180,765 $310,493 $10,928 $1,55€
Route)
Fixed Wng (Bl ack 9 32,137 $14,454,219| $2,057,963 $26,515 $3,77%
Routes)
Helicopter (G een 3 92,247| $17,853,454| $2,541,939 $8,178 $1,164
1, 1A,and 2 Routes)
"Total Ten-Years 23 203,784|%$154,322,296($21,972,100 $74,899 $10,663




* Twenty-four operators offer commercial air tours in GCNP. The nunber sunms to 26 entities
because one operator is both an airplane and a helicopter operator and is counted twice.
Anot her operator is an airplane operator maintaining two bases of operations (cost centers)
by conducting a l|arge volume of commercial air tours originating fromboth Las vegas, Nevada
and Page, Arizona. This operator is also counted tw ce.

Source: U S. Departnent of Transportation, Federal Aviation Administration, office of
Aviation Policy and Pl ans, Novermber 1999.
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[ Table sa.

Ten- Year
Operators Conducting Air Tours Al ong National

Regulatory Flexibility Profile OF Las Vegas Airplane
Canyon and sanup Regi on Blue

Routes, 2000-2001 t0 2009-2010 (Based Upon 1997-1998 Base Year)
Operator| Change in Change in Annualized Change in Annual 1 zed
Code Tot al Undiscounted | Change in |Undiscounted| Change in
Nunber Operations |Net Operating Net Gt her Costs | Undi scount ed
Revenue Operating O her Cos:s
Revenue
$439,769 $62,613 $3,320 $473
, 441 $2,872,552 $408, 988 $3,500 $198|
6 4,593 $5,471,749 $779,057 $3,200 $456
7 5,682 $6,413,708 $913,171 $1,373 $195
10 16,326 544,037,883 $6,270,02¢ $3,140 $447
11 16,201] $28,200,574 $4,015, 141 $3,330 $531
14 6 $1,062 $151 $3,140 $447
15 11,169 $12,880,561 $1,833,90¢ $1,395 $199
19 15,025/ $15,396,001 $2,192,052 $3,160 $450
23 3,001 $4,120,000 $586,597 $3,320 $473
Total 76,514 $134,912,051| $17,061,70% $28,878 $4,169
Source: U S. Department of Transportation, Federal Aviation
Administration, Ofice of Aviation Policy and Plans, Novernber 1999.

Table 5b.

Reservati on,

Ten-Year Regulatory Flexibility Profile OF Las Vegas Helicop:er
operators Conducting Air Tours Al ong Sanup Region Green 4 Route and on 'The
2000-2001 t0 2009-2010 (Based Upon 1997-1998 Base Year)

Operator | Change in | cChange in | Annualized | Change in | Annualized
Code Annual Undi scounted [Change in Net [Undiscounted| Change in
Number | Operations [Net Operating| Operating O her Costs | Undi scount ed

Revenue Revenue O her cos:s
18 2,886] S$2,180,765 $310,493 4,350 FE
22 0 $0 50 $3,810 §542
20 0 50 50 51,395 $193
24 0 S0 50 $1,370 $195
Tot al 2,886 $2,180,765 $310,493 $10, 925 $1,555
Source: U S, Department of Transportation, Federal Aviation
Administration, Ofice of Aviation Policy and Plans, Novernber 1999.




Tabl e sc.

North Ri

. Ten- Year Regulatory Flexibility Profile OF Tusayan and Other
Airplane Operators Conducting Air Tours in Marble Canyon and through zZuai,

m Dragon,

and Fossil

Canyon Corridors Under Alternative One,

2000-2001 t0 2009-2010 (Based Upon 1997-1998 Base Year)

Qperator | Change in Change in Annual i zed Change in Annualiz:d
Nunber Annual Undi scount ed [Change in Net|Undi scounted| Change in

Operations [Net Operating| Operating O her Costs |Undiscoun:ed
Revenue Revenue O her Costs

1 2,605 $452,861 564,477 $3,220 ¢a58]

5 96 $19,764 $2,814 $635 $90)

8 8,902 $6,017,597 $856,773 $3,120 $444

9 101 $31,157 $4,436 $3,500 £498

10 8,522 $4,381,765 $623,867 $3,120 $444

12 3,024 $749,449 $106,705 $3,400 $484]

13 37 $5,805 $827 $3,160 $450

16 8,809 $2,773,068 $394,824 $3,200 $456

17 42 $22,753 $3,240 $3,160 €450

Tot al 32,138 $14,454,219 $2,057,963 $26,515 $3, 776l

Source: U S. Department of Transportation, Federal Aviation

Adm ni strat

i on,

O fice of Aviation Policy and Pl ans,

Novenber 1999.

Table 5d.

Ten-Year Regulatory Flexibility Profile Of Tusayan Helicopt:r
Qperators Conducting Air Tours Through zuni, North Rim and Dragon
Corridors (Green Routes)

Under

Al ternative One,

In the Grand Canyon

National Park, 2000-2001 to 2009-2010 (Based Upon 1997-1998 Base Year,)
Cperator | Change in | Change in | Annualized Change 1n | Annualized
Nunber Annual Undi scounted [Change in Net| Undiscounted| Change in

Operations [Net Operating| Operating QO her Costs |Undiscoun:ed

Revenue Revenue O her Costs

7 12,266 52,843,878 204,906 31,188 <16¢

21 66,742 312,254,030 31,744,704 $3,870 $551

25 12,435| 2,775,545 $392,329 $3,120 €444

Tot al 91,443 $12,873,453| $2,541,939 $8,178 $1, 164

Source: U S. Department of Transportation, Federal Aviation

Admi nistration, Ofice of Aviation Policy and Plans, Novenber 1999.
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Table 6
Financial Data for Some Carriers Impacted by the Final Rule

OPS REV CY 1997 CY 1998
6 $2,175,087 $1,213,402
7 $4,560,593 $699,147
10 $31,776,607 $23,434,825
11 $9,355,910 $6,584,310|
19 $12,982,744 $13,707,166
21 $12,345,599 $11,800,103
TOTAL $73,196,540 $57,438,953
OPS EXP CY 1997 CY 1998
6 $1,876,019 $900,671
7 $4,527,750 $1,099,609
10 $29,726,391 $21,456,014
11 $8,775,607 $7,165,878
19 $11,171,050 $13,011,611
21 $11,935,397 $11,083,630
TOTAL $68,012,214 $54,717,413
OPS PROFIT/LOSS CY 1997 CY 1998
6 $299,068 $312,731
7 $32,843 ($400,462)
10 $2,050,216 $1,978,811
11 $580,303 ($581,568)
19 $1,811,694 $695,555
21 $410,202 $716,473
TOTAL $5,184,326 $2,721,540
{IET PROFIT/LOSS CY 1997 CY 1998
6 $299,070 $303,730
7 $61,704 ($370,581)
10 ($93,704) ($1,201,019)
11 ($849,540) ($1,927,921)
19 $2,179,183 $1,505,456
21 $392,202 $716,473
TOTAL $1,988,915 ($973,862)
PAX REV CY 1997 CY 1998
6 $915,884 $492,089
7 $4,508,918 $337,078
10 $10,225,986 $383,434
11 $4,356,950 $2,603,525
19 $12,510,705 $13,381,799
21 $244,167 $221,823
TQTAL $32,762,610 $17,419,7484
Source: U S. Departnent of Transportation/Bureau of

Transportation Statistics, Form 298c, Schedul e Fi, Novermber 1999




Fi nancial |npact of the Final Rule on Individual.Operators

This section has been devel oped because several snall operators providec
useful econonic information to the FAA docket on their financial well-
being. The two air tour operators who provided some of the nost useful
information were Air Vegas Airlines and Grand Canyon Airlines. This
information is being used to gain a better picture of the financial

i mpact of these affected operators.

Air vegas Airlines

This air tour operator, according to its submission to the FAA enploys
about 100 people and by the end of 1999 will enplane approxi mately
180,000 i ndi vi dual s. This operator clainms that it will conduct betweer.
8,000 and 8,500 sightseeing flights in 1999 conpared to al nbst 13,000 ir
1996 in smaller aircraft. The aircraft that they currently use
represent an investnment of over $12 million.®* For 1999, this operator
states it will have about an eight percent operating revenue margin
based on gross revenues of approxinmately $9.8 nillion. According to the
operator's information, the average revenue per passenger in 1999 al one

woul d be about $120 per passenger.

The sanme operator has been providing information to the FAA as required
under §93.317. The following table is a summary of those results and
shows that for the 1997-1998 season, this operator conducted 5,927 air
tours. For the 1998-1999 season, 5,241 air tours were conducted. As
stated previously, this operator said that for 1999, it was going to

conduct between 8,000 and 8,500 air tours.
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Nunber of Ar Tours Reported to the FAA by Air Vegas
Airlines (adjusted)
Period and Nunber of Period and Nunber of
Year Air Tours Year Air Tours
May- August 2,540 May- August 2,246
1997 1998
September- 2,114 September- 1,870
Decenber Decenber
1997 1998
January - 1,273 January - 1,125
April 1998 April 1999
Tot al 5,927 Tot al 5,241

The FAA realizes that 1999 may be a better year than the previous two
years, but the FAA questions whether this estimate is over optimstic
Since 1,125 tours have al ready been conducted between January and Apri
1999, another 6,875 air tours would have to be conducted in the |ast

ei ght nonths of 1999 to neet his goal. If 2,235 tours will be conducted
bet ween Septenber and Decenber 1999 (10 percent nore than Sept-Dec 1997.
then 4,640 (8,000 - 1,125 - 2,235) air tours would have to be conducted
between May and August 1999. The FAA believes that this estimte of
4,640 is highly unlikely based upon know edge of past operations and the
number of aircraft in his fleet. Data in the period May - August 1999
was in the process of being subnmitted to the FAA at the tine this rule

was finalized

As stated previously, this operator uses about 10 BE-99-C99 with 15
passenger seats each. |f every day 10 percent of his fleet is down for

mai nt enance, then this operator could use no nore than nine aircraft pe:
day. Gven that there are 123 days in the second trinester between My

and August, if he was to fly 4,640 air tours during this time period,
then each airplane would have to make 4.19 air tours each day. However
as the Gand Canyon Air Tour Council stated in their submission to the

FAA, there were 45 no flight days due to weather in 1997-1998. If, in

51 The operator's fleet is conprised of 10 BE-99-C99 with 15 passenger
seat s, BE-56 With 5 passenger seats, and 3 CE-402 with 9 passenger

seats).
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1999 there were 15 no flight days in the second trimester, then this
operator could only fly a maxi mum of 108 days in the second trinester.
Recal cul ating the nunber of air tours that would have to be conducted
each day neans that each airplane would have to make 4.77 air tours each

2. |f each round trip air tour was two hours, then it is

day.
technically possible that this air tour operator could neet his goal of
8,000 air tours in 1999. However, the FAA is unaware of any air tour
operator who, except for a day or two, ever operated at peak capacity,

continuously throughout the year.

The information that this operator subnmitted to the FAA for the past two
years under §93.317, as well as what the forecast for 1999-2000,
suggests that while 1999-2000 nay be a better year than the past two
years, this operator's claim of profitability (or lack of) my be
somewhat high. However, this operator has been flying fewer flights
with nore passenger seats as detailed in his submssion over the past
several years without this rule in effect - the FAA does not foresee a
change in the trend. It may even be possible that should denand
increase as forecasted, that this operator's |load factor of 73 percent
or 11 passengers per flight nmay actually increase resulting in greater
net operating revenue than what has been indicated. Nevertheless, the
FAA believes that all small operators, including Air Vegas Airlines will
incur a substantial inpact. However, the current allocation of about
5,900 air tours will not significantly curtail his existing activity.
Wth that in mnd, it is difficult for the FAA to deternmine the
operator's profit margin based upon the nunbers presented in this

commenter’s r esponse.

G and Canyon Airlines
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G and Canyon Airlines operates 4 DHC-6-300 (Twin Qtters) with 19
passenger seats that have been retrofitted especially for sightseeing
purposes. In 1998 dollars these aircraft were valued at between $1.1
mllion and $1.3 million, and on a per seat basis costs at between
$58,000 and $68,000. This operator provided no information on the

nunber of peopl e enpl oyed.

Many coments made by the FAA in the regulatory evaluation to the
proposed rule were rebutted by this operator and were correct. For
exanple, this operator stated that air tour operators can offset |ost
revenue from flight limtations by raising prices. After reviewng the
information provided by this and other commenters to the FAA, it is
uncertain, how nuch, if any, prices can be increased due to an
inposition of flight linitations. This commenter also said that,
according to the FAA air tour operators can nove excess aircraft to
other uses. After further review, if the gain fromthe alternative
opportunity of moving excess aircraft to another use is greater than its

current use, then the air tour operator should move his or her aircraft

This air tour operator also states that the per seat costs of other

airplanes used in the Gand Canyon by other air tour operators may be
| ess than their per seat costs for their airplanes used in the Gand
Canyon. The conparison made by this air tour operator is correct for

many ot her airplanes.

Anot her comment made by this air tour operator is that this linitations
rule on air tour operators will have a large inpact on operators with

high fixed costs. The FAA also agrees with this point, but maintains

52 9 aircraft * 108 days * X air tours/day = 4,640 air tours; solving
for Xresults in 4.77 air tours/day
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that in the long run all fixed costs are variable costs. In other
words, air tour operators, should they want to sell any one of their

aircraft can do so and significantly reduce their fixed costs.

This operator also provided the FAA with a significant amount of revenue
and profit data, but as will be shown, the FAA found it to be of linmted

use in ascertaining the precise economc inpact on this particular

operator. Nevert hel ess, one can still draw the inference that this air
tour operator will incur a significant economic inpact over the next ter
- years.

This air tour operator provided to the FAA the actual nunber of revenue
flights made from between 1993 and 1998. Using 4 DHC-6's throughout the
entire period, the nunmber of revenue flights, absent any FAA regul ations
on limting air tours dropped about in half frome,267 in 1993 to 5,358
in 1995 to 3,124 in 1997 to 3,270 in 1998. Using this information as
wel | as other information provided by the commenter, total flight
revenues, regardless of the year, was based on a |oad factor of exactly
15.53 passengers per flight. That is, the profit or |oss data provided
to the FAA by this operator did not account for any variations in the

| oad factor throughout the entire period. The FAA believes that the
actual load factor by year should be used in calculating the direct
operating cost (poc) per flight (poc includes fuel costs, etc.) to
measure profits since Doc varies by the nunber and wei ght of the
passengers, distance flown, etc. It is uncertain, therefore what the
actual profit or loss might have been for these years for this operator.
Moreover, for this operator to experience an al nost 50 percent drop in
revenue flights without any variation in load factor suggests that a
mnimum demand for his or her products is decreasing absent this

rul emaki ng. Finally, this commenter used this revenue and cost data
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under various "what if" scenarios, but since some of the initial data

appears dubious, it is difficult to ascertain further inpacts.

Nevertheless, it is apparent to the FAA, that this final rulemaking will
curtail future growth. \Wile the material submtted by this commenter
indicates that demand for his or her product may have been declining
over the past five years (this air tour operator has been using 4 DHC-
6's, SO supply has not a constraint), this rulemaking will not further

reduce denmand.
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