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one that will take the time to find out all 
about the customer’s operation and pres-
ent this information in the best light to 
the underwriters.

The underwriters will use the informa-
tion provided by the broker to determine 
the level of risk an operation poses and 
whether they want to underwrite that risk. 
If they deem the operation an acceptable 
risk, they send a quote to the broker.

A good broker will be able to compare 
the returned quotes for you, not just on 
pricing but also coverage. The best-priced 
policy most likely will not provide the 
best coverage, so don’t be lured into buy-
ing insurance solely on the appeal of the 

premium. Drummelsmith also said that, 
given the current soft insurance market, 
brokers “can play underwriters against 
each other to bring the rates down even 
lower.” But when the market hardens–
and he said it will eventually–this tactic 
will be ineffective.

The pool of aviation insurance under-
writers includes Aerospace Insurance 
Managers; AIG; Allianz Insurance; Berk-
ley; Chartis; CV Starr; Global Aerospace; 
London Aviation; Phoenix Aviation; 
QBE Aviation; Specialty Aviation Under-
writers; Swiss Re; US Specialty; USAIG; 
W Brown Associates; and XL Specialty. A 
recent newcomer to the aviation insurance 

market is Beadley Insurance, according to 
Lockton’s Barden. No underwriters have 
exited the market over the past few years, 
he added, meaning insurance capacity–
high as it already may be–is not receding 
and continues to expand.

All underwriters use reinsurance to 
spread their risk among a larger group 
of insurers; the more the risk gets spread 
out, the less the capital outlay there is 
for insurers if a loss occurs. But this also 
somewhat exposes the aviation insurance 
market to the ups and downs of the gen-
eral insurance market, so if reinsurance 
rates rise, then aviation premiums could 
follow suit, but to a lesser degree. 

For now, though, there are no major 
concerns about premium increases. Last 
year, aviation insurance underwriters 
took in $750 million and paid out about 
$240 million in losses, according to esti-
mates compiled by Lockton’s Eden. 
“But keep in mind that the grounding 
of  the Boeing 787 could cost insurers 
about $400 million,” he said, so insur-
ance underwriter profits could be chal-
lenged this year, even without any major 
airline accidents. 

Despite this, people with whom AIN 
spoke for this article unanimously agree 
that premiums are likely to continue down-
ward. “There is overcapacity in the avia-
tion insurance market, so expect falling 
premiums, and quite dramatically in some 
areas,” Eden noted. “Helicopter rates are 
dropping, and for executive jets the rates 
are as low as they have ever been.”

The aviation insurance market typically 
works on a seven- to 10-year cycle, and it 
appears to be more deeply a buyer’s mar-
ket this time around. Aviation insurance 
has been in a soft cycle since 2005 and, 
given the current market, observers pre-
dict no hardening of the market until 2015 
at the earliest, and possibly even beyond 

that–so long as there are no airline acci-
dents with major losses over this period.

Since insurance is all about both sides’ 
appetite for risk, the key to getting the 
lowest possible premiums is by being the 
lowest risk for underwriters. In an avia-
tion operation, that really means one 
thing: safety.

At the top of this list is having a pro-
active safety culture–identify and correct 
everyday, lower-level lapses in safety to 
help prevent more serious incidents and 
accidents. While this is ostensibly the def-
inition of a safety management system 
(SMS)–and, by extension, IS-BAO reg-
istration–it doesn’t have to be a formal 
program with an accompanying thick-
binder manual.

In short, having an SMS or IS-BAO cer-
tification by itself does not qualify opera-
tors for an insurance discount. What SMS 
or IS-BAO does is show an insurer that 
your operation has a good safety culture.

But that’s not the only way to dem-
onstrate a good safety culture to avi-
ation insurance underwriters. Flight 
departments with an accident-free 
history, aircraft with modern avion-
ics (especially Taws and Tcas, as well 
as synthetic- and/or enhanced-vision 
systems) and salaried, two-pilot crews 
who train in simulators at least once 
a year are well on their way to lower 
premiums. The only missing link is a 
good broker “who is willing to find out 
everything about the flight department 
and then communicate these details to 
the underwriter,” concluded Drummel-
smith. “The more the insurer knows 
the good things about your operation, 
the better your rates will be.”  o

Soft market proves boon for buyers
by Chad Trautvetter

There has hardly been a better time 
to be a buyer of business aircraft insur-
ance, according to aviation insurance 
brokers, underwriters and industry con-
sultants that AIN canvassed for this arti-
cle. All signs definitely point to a buyer’s 
market, with some customers almost able 
to name their own price. While rates are 
already low, they could descend even fur-
ther over the next 12 months if the indus-
try stays on its current course.

Several factors are driving these lower 
rates, not the least of which is fewer avi-
ation accidents–more specifically, fewer 
fatal accidents in the airline sector. Other 
influencers are lower overall insurance 
claims, the economy, more underwriters 
entering the market, increased adoption 
of safety management systems and more 
sophisticated aircraft, among others, 
noted Graham Barden, managing direc-
tor of risk solutions for UK-based avia-
tion insurance brokerage Lockton.

Although business aircraft accidents 
have remained flat or only slightly down 
over the past few years, it is the airline 
sector’s sterling accident history that has 
really reduced insurance payouts and 
thus premium rates. After all, business 
aircraft insurance does not operate in its 
own bubble; it is a slave to the overall avi-
ation insurance market, which is by and 
large dominated by the airline segment. 
When airline insurance claims are low, 
aviation insurance rates are low; when 
claims from this segment are high, rates 
rise. The last major airline loss was in 
2009 when Air France Flight 447 crashed 
into the Atlantic Ocean en route from 
Rio de Janeiro to Paris, killing all 228 

aboard the Airbus A330 and costing avia-
tion insurers more than $750 million, said 
Lockton vice president Peter Eden.

Regardless of the airline sector’s 
sway over the aviation insurance market, 
underwriters continue to clamor to cover 
Part 91 operators flying aircraft with 
two salaried pilots. “These operators are 
about as low risk as you can find,” noted 
Corporate Aviation Insurance Group 
president Matt Drummelsmith. Insurers 
are also happy to insure Part 135 opera-
tors and those flying helicopters at some-
what higher, but still historically low, 
rates, he said.

According to Drummelsmith, one 
of his clients that flies a Challenger 604 
under Part 91 with a salaried crew is pay-
ing less than $30,000 per year for $100 
million worth of insurance liability. This 
premium is roughly half what it was just 
a few years ago. “Underwriters are heav-
ily competing for this kind of business; 
the current insurer doesn’t want to lose 
business to competing insurers eager for 
new clients, so he’s willing to quote really 
low rates,” Drummelsmith said. “[Cur-
rent insurers] do not want to lose exist-
ing customers.”

This is also playing out in other 
segments of  general aviation, to the 
point that one of  his helicopter cli-
ents, which started operations just last 
year, recently renewed its insurance 
policy for an annual premium of  only 
$35,000, half  of  what it paid for cover-
age last year. “There’s lots of  capacity, 
so insurers are willing to deal,” Drum-
melsmith told AIN. “With that said, 
there will come a time when claims rise 

and these lower premiums will be a 
thing of  the past.”

Risk is the core force acting on insur-
ance: how much risk are you are willing to 
assume, and how much are you willing to 
pay for someone else to assume it? This is 
what determines the insurance coverage 
that is required. Some flight departments 
self-insure, while those at the other end of 
the spectrum buy as much insurance as 
underwriters are willing to sell them. Most 
flight departments fall somewhere in the 
middle when it comes to buying insurance, 
though they do tend to err on the conser-
vative side–better safe than sorry.

If your aircraft is financed, then the 
bank or financing company specifies the 
minimum insurance coverage in the loan 
documents. Other factors, such as aviation 
regulations for Part 135 operators, can also 
dictate insurance coverage requirements. 

“Buy as much insurance as you can 
afford,” said Robert Sage, a vice president 
at UK-based insurance underwriter AIG. 
“You can never have too much insur-
ance, especially when it comes to aircraft. 
An aircraft itself is full of fuel and if it 
crashes it could result in an expensive lia-
bility for an under-insured operator.”

For aircraft operators, there are three 
main classifications of aviation insur-
ance: hull, which covers aircraft damage; 
property damage liability, which indem-
nifies against property damaged caused 
by the aircraft; and passenger liabil-
ity, which covers injuries to passengers. 

Combined, these insurance liability lim-
its–the amount the insurers are willing to 
write–range from several million dollars 
for smaller business aircraft to $100 mil-
lion or more for large-cabin jets to more 
than $200 million for bizliners.

Corporate flight department person-
nel are usually covered by their compa-
ny’s workers’ compensation insurance 
policy. But departments structured as 
a separate company or division will 
typically buy their own workers’ com-
pensation policy to avoid an across-the-
company rise for this insurance due to 
the riskier aviation exposure.

Just like FBOs, maintenance provid-
ers and other aviation ground-services 
companies, flight departments that own 
hangars or have a fuel farm should also 
have coverage for these parts of their 
operations. This coverage includes build-
ing, property damage and environmen-
tal liability; the last-mentioned is usually 
excluded from aviation policies and might 
require a separate policy.

There is also specialty coverage avail-
able, such as war hull insurance that covers 
an aircraft in the event of terrorism, van-
dalism and seizure/confiscation. For those 
with financed aircraft, the bank will require 
war hull insurance primarily to protect 
against seizure/confiscation, which is a far 
more common occurrence than terrorism 
or vandalism. Case in point: more than a 
dozen business jets were seized by the Bra-
zilian government last summer on grounds 
of alleged tax evasion; not one business air-
craft was used for terrorism last year.

Aviation insurance for business air-
craft cannot be purchased directly from 
the underwriters. Instead, flight depart-
ments go through a broker who then 
gathers as much information about 
their operation–pilot qualifications and 
ratings, aircraft flown, safety culture, 
type and locale of  operations and so 
on–and communicates these details to 
the aviation underwriters that they work 
with. More than 20 insurers worldwide 
underwrite aviation policies. 

Brokers help those buying insurance 
navigate the complex system to get the 
best rates and best coverage. A broker 
works for the insured, not the insurance 
underwriters, so it’s important to select 
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Safety Outreach

Two aviation underwriters–USAIG and 
Global Aerospace–have invested in safety out-
reach  programs directed at business aircraft 
operators in an effort to drive down their inci-
dent and accident rates. Combined, the two 
insurers have invested significant time and 
money in their respective programs, and they 
believe that the efforts are paying dividends to 
their companies and their clients.

Global Aerospace said it has invested more 
than $1.5 million in aviation safety programs 
since 2011. “Our history as an aviation insurer 
is replete with examples of our commitment 
to improving aviation safety,” said Global Aero-
space USA chief underwriting officer Jeffrey 
Bruno. “No other aerospace insurer invests 
more financial resources or personnel into fos-
tering a safer aviation environment.” The com-
pany’s educational support of aviation safety is 
administered primarily through two programs: 
Vista Elite and the SM4 Safety programs.

The Vista Elite program is designed for 
“exceptional corporate aircraft operators who 
meet the general aviation industry’s highest 
operating and safety standards.” Vista Elite cus-
tomers have access to safety support services 
from partners Baldwin Aviation, for SMS pro-
grams and support;  Convergent Performance, 
for human factors training; Fireside Partners, 
for emergency response planning and family 
assistance support; ICF SH&E, for risk manage-
ment and regulatory compliance; and MedAire, 
for medical, security and travel assistance.

“Developed in cooperation with leading 
aviation safety experts, these services enhance 
and  support customers’ existing safety pro-
grams and reflect the latest innovations in 
safety management, human factors, regu-
latory compliance, medical training, emer-
gency response and other issues,” according 
to Global Aerospace.

In addition, its SM4 program is offered to 
all aviation clients. This program is a spon-
sored  collection of expertise and resources 
that aviation professionals can use to develop 
and improve their safety management. SM4’s 
aviation safety resources include an online 
safety resource library,  aviation safety semi-
nars and an aviation safety newsletter.

“Since its inception in 2011, the SM4 pro-
gram has reached thousands of aviation pro-
fessionals in all segments of the industry,” 
said Global Aerospace executive underwriting 

officer Marilena Sharpell. “We have worked 
with eight different regional business avi-
ation groups across the U.S. to deliver the 
best safety training and content from the best 
minds in the business. The five safety part-
ners that provide Vista Elite programs are also 
enlisted to provide the training and resources 
made available through the SM4 program.”

Meanwhile, USAIG’s safety outreach dates 
back to 1976, when it started providing avia-
tion safety posters to members of NBAA, HAI 
and NATA. Though this effort continues to this 
day, it is just a scratch on the surface of its full 
safety gospel.

The company now offers a range of pro-
grams designed to help aviation operations 
of any size stay at the forefront of safety. This 
includes USAIG’s newest initiative, Perfor-
mance Vector, an online human factors-based 
safety training program.

Launched last year, “Performance Vec-
tor acknowledges and focuses on the fact that 
the great majority of aviation accidents can be 
attributed to human factors,” the company said. 
“Its valuable, forward-looking safety support 
portfolio helps minimize operational errors.”

Currently, there are five individual training 
program options under Performance Vector: 
100- and 200-level pilot reliability certification 
(PRC); maintenance reliability certification; 
“Z-Coach” fatigue management; and line ser-
vice training e-learning courses. There is also 
a group-training format that offers “Contem-
porary Human Factors” and “Mind-Body Link 
to Safety” via a webinar series.

According to USAIG director of aviation 
safety programs Paul Ratté, “Performance 
Vector is available to any USAIG-insured oper-
ator of turbine-powered aircraft, and is highly 
applicable to helicopter operators.”

In addition, USAIG has several other options 
that address specific safety needs, including a 
quarterly safety newsletter developed with the 
AOPA Foundation’s Air Safety Institute; Safety 
Bucks, which can be used by rotary-wing oper-
ators to help pay for training; and safety forums. 
Ratté is also available to clients to offer his expe-
rience and expertise in safety practices and pro-
cesses that can help improve customers’ safety 
culture and existing safety protocols. 

UK-based AIG Europe has also recently 
added a similar director of safety programs for 
its clients in the EU. –C.T.

Aviation Insurance Apps
Listed below are some of the aviation insurance brokers and underwriters that offer iOS and Android 

apps and a summary of their apps’ features:
•  Aviation insurer Starr Aviation has an iOS app that provides easily accessible 

information to aviation insurance brokers, Starr policyholders and potential poli-
cyholders. Functions include locating and contacting the various Starr offices, 
finding a local aviation insurance agent and consulting an accident check-
list. Additionally, Starr Aviation allows both policyholders and their broker to 
access their aviation policies directly from an iPhone or iPad. Policyholders 
can also report an accident and file a claim within the application.

•  An iOS app from aviation insurance broker NationAir includes a directory 
with one-touch contact capabilities for the company’s management team, 
brokers, account executives and risk-management partners. It also features 
a claims checklist and the mechanism to begin the claims process from an 
iPhone or iPad in the event of an accident or incident.

•  Global Aerospace, which underwrites aviation policies, offers its FlightDeck 
app for both iOS and Android mobile devices. The app allows users to read 
the company’s latest blogs, access its eCert certificate processing system and 
view contact info for all of its offices and key personnel. It also includes an EU 
insurance limits calculator to help determine minimum liability limits for travel 
within the EU based on aircraft weight, number of passengers, bags and cargo 
items. In addition, the app has a built-in emergency checklist for use by flight 
crewmembers and the mechanism for filing a claim from a mobile device. Other 
features include links to Global Aerospace’s website and access to the company’s SM4 safety information.

•  Insurance underwriter XL Group offers its XL Aerospace iOS app for aviation clients. The app isn’t as func-
tional as those from some other aviation insurers and brokers, but it does provide a company directory, 
phone number to submit a claim and information about the company and products it provides.  –C.T.
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