
ON A PURCHASE-SATISFACTION SCALE of one to
10, aviation insurance fails to register even a one for most
buyers. And no wonder. There’s simply nothing sexy about
buying a stack of papers that promise to pay for a loss you
hope won’t occur and which, in fact, is highly unlikely to
ever happen. 

As such, many business jet owners make the potentially
devastating mistake of focusing minimum attention on this
vital component of their financial protection system. Given
that aviation risk ranks as one of the largest financial expo-
sures an aircraft owner faces, this can have disastrous
consequences. 

Consider the legal ramifications of the recent Learjet 60
accident in Columbia, S.C., which resulted in the deaths of
four of the six people on board, including both pilots, and
you begin to realize what’s at stake. One of the survivors,
who suffered second- and third-degree burns, is seeking
unspecified punitive damages and compensation for pain
and suffering, lost earnings, property damage and past and
future medical and health-related expenses. Defendants in
the suit include the aircraft owner, the aircraft operator, the
tire manufacturer and the aircraft manufacturer. Suits by
the other survivor and by the estates of those who died
could follow.

“A lot of people don’t understand what’s in their insur-
ance policy until they need it–and then it’s too late,” said
Mike Nichols, the National Business Aviation Association’s
vice president for operations, education and economics.
“Knowing what coverage you have is key.” 

Here is a six-step process to help guide you in the pur-
chase of your business aviation insurance: 

1. Understand what you’re buying. You need to
have an understanding of the state of the business avia-
tion insurance market. Premiums are at an all-time low
and underwriting flexibility is at an all-time high. This is
valuable information to have when discussing insurance
renewal with your broker. You can find other important

information on the National Business Aviation
Association’s Web site (www.nbaa.org), in the Insurance
and Risk Management section, which includes articles
on topics such as Additional Insureds, Using
Independent Contractor Pilots and Non-Owned Aircraft
Liability Coverage.

2. Seek advice on the proper liability-coverage limit.
This is probably the most important decision you’ll make,
as it presents the highest catastrophic-loss potential. How
much coverage is enough? Unfortunately, no easy answers
apply. But there are questions you can ask yourself to help
determine a reasonable amount. What is the average pas-
senger load and passenger composition? If most flights
involve just one or two passengers or the passengers are pri-
marily employees (where workers’ compensation insur-
ance may protect you), you might be able to live with a
lower liability limit. However, if the average passenger load
is four or five or the passengers are primarily non-employ-
ee guests, you’d be wise to look at higher liability limits.
Other factors to consider include the number of seats in
the aircraft, the benchmark average liability limit for simi-
lar-category aircraft and any umbrella policy you may have. 

When in doubt, buy more, not less. Liability insurance
is the great unknown and often purchasing higher limits
isn’t expensive. Unfortunately, you won’t find out whether
you bought enough until after a loss.
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3. Review the aircraft value annually. Many aircraft
owners insure their jet for the original purchase price and
then fail to adjust the value. 

One unique aspect of most aircraft insurance policies
is that the hull coverage is written on an “agreed-value”
basis. That means that once you and the insurer have
agreed on a hull value, the amount stated in the policy
represents how much will be paid in the event of a total
loss, less any applicable deductible. This is a radical
departure from auto insurance, which is written on an
actual-cash-value basis.

But you can over-insure and under-insure to your detri-
ment. If you over-insure, the insurance company may elect
to repair the aircraft even when it has suffered major dam-

age–leaving you to deal with significant damage history, loss
of use of the aircraft while it undergoes lengthy repair and
no compensation for diminution of value. Conversely, if
you under-insure, the insurance company may opt to pay
you the insured value and then sell the salvage, meaning
you’d lose your equity. 

In this volatile economic market, many aircraft values
have taken a hit. Make sure to review your hull coverage at
least annually (don’t forget to consider any loan or lease
requirements) and adjust the amount if necessary.

4. Review the structure of the policy’s “named
insured.” Many owners make the mistake of simply list-
ing the registered owner (often a sole-asset LLC) as the
only “named insured.” Properly structuring the named
insured is crucial because the entities or persons who
truly need the protection may not have it if the policy
isn’t written properly. In addition, many of the ancillary
coverages, including the use of non-owned aircraft,
apply only to the named insured. For example, say the
owner’s aircraft is on a flight and another executive of
the company must therefore use charter. If the flight is
chartered under the actual operating company’s name,
the coverage for use of non-owned aircraft wouldn’t
apply, leaving the operating company exposed to a law-
suit in the event of an accident. 

You might think you needn’t worry about that and that

your company couldn’t be sued if all you did was charter an
aircraft. In fact, though, when an accident occurs, typically
everyone involved in the loop of commerce for that flight
will be brought into a lawsuit. Keep in mind that one of the
great benefits of your liability policy is that it provides an
attorney to defend you, even against a suit that is groundless.

5. Choose an insurance broker that specializes in
aviation. Your property/casualty broker is probably fine
for handling your general insurance needs, but if you
required heart surgery, you’d want a heart surgeon, not a
GP. For similar reasons, you need an insurance brokerage
that deals exclusively in aviation. 

Unlike other lines of property/casualty insurance, which
are written on standard forms, aviation policies vary widely,
and some are much broader than others. This makes
apples-to-apples comparisons extremely difficult. A good
aviation insurance broker can help you find the policy that
best fits your operation. 

In addition, these brokers deal with the underwriting
companies every day on multiple aviation risks and have
large books of business with each, which gives them lots
of clout. An aviation broker will know which underwriter
at each insurance company is the most reasonable to deal
with; what a competitive rate should be on a particular
account; and what coverage is available at no extra
charge. He’ll also know when to negotiate–and how
hard–to secure a lower premium, broader policy forms or
ancillary coverage. 

6. Review the insurer’s financial stability and
claims philosophy. Firms such as A.M. Best and
Standard & Poor’s monitor and rate the financial health of
insurance companies on a daily basis. In today’s business
environment, it’s much harder to identify the truly solid
insurance companies, the importance of which cannot be
overstated. Often, lawsuits generated by aviation accidents
can drag out over five to seven years. Your mission is to
select an insurer that will be around for the long haul to
cover those long “tail” claims. 

All six of these steps are vital. Remember, the finan-
cial stakes are too high to give less than full attention to
your aviation insurance. No company ever thinks its jet
will be involved in an accident. But accidents happen,
even to the best flight departments. Take command now
before a loss occurs. n

Stuart Hope welcomes comments and suggestions at:
shope@bjtonline.com.

64 I BJT Buyers’ Guide 2009

LAWSUITS GENERATED BY AVIATION ACCIDENTS 

CAN DRAG OUT OVER FIVE TO SEVEN YEARS. YOUR 

MISSION IS TO SELECT AN INSURER THAT WILL BE

AROUND FOR THE LONG HAUL.

HULL AND LIABILITY 
INSURANCE BROKERS
AON Risk Services, Inc.
199 Water St., 34th Floor
New York, NY 10038
Tracy Toro
(212) 479-3233
tracy_toro@ars.aon.com

Air-Sur, Inc.
141 Sagebrush Trail, Suite A
Ormond Beach, FL 32174
Thomas K. Coughlin
(386) 672-6210
tcoughlin@air-sur.com

AirSure Ltd. LLC
25548 Genesee Trail Road
Golden, CO 80401
Bill Behan
(303) 526-5300
bbehan@airsure.com

Frank Crystal & Co., Inc.
32 Old Slip
New York, NY 10005
Louis M. Timpanaro, Jr.
(212) 504-5850
timpanal@fcrystal.com

Hope Aviation Insurance, Inc.
P.O. Box 5677
Columbia, SC 29250
Stuart Hope
(803) 771-7766
shope@hopeaviation.com

L.L. Johns & Assoc., Inc.
6515 Highland Road, Suite 220
Waterford, MI 48327
Stephen Johns
(248) 666-4400
sjohns@lljohns.com

John F. Throne & Co.
601 Union St., Suite 4551
Seattle, WA 98101
Brint Smith
(206) 622-3636
bsmith@johnfthrone.com

Willis Global Aviation
One World Financial Center
200 Liberty St., 7th Floor
New York, NY 10281
Melissa Harder
(212) 915-8213
melissa.harder@willis.com

TITLE INSURANCE
AGENTS
Aero Records & Title Co.
(agent for Fidelity National Title
Insurance  Co.)
3300 S. Lakeside Drive
Oklahoma City, OK 73144
Kenneth Mayfield
(405) 684-9966
Kenneth.Mayfield@aerorecords.com

Global Aviation Title 
Insurance Agency, LLC
(agent for First American Transportation
Title Insurance Co.)
c/o McAfee & Taft
211 N. Robinson, 10th Floor
Two Leadership Square
Oklahoma City, OK 73102
Frank L. Polk
(405) 552-2201
frank.polk@mcafeetaft.com

INSURANCE


