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writing business aircraft cover-
age overall has increased dra-
matically in recent years, Smith 
observed. In 2001 there were 
four companies with the capa-
bility to write high limits of lia-
bility (more than $100 million). 
Now there are 10, he noted, 
adding, “There has also been a 
pretty dramatic softening of pre-
mium rates in helicopters and for 
a broad spectrum of other gen-
eral aviation operations.”

Even though the cost of 
insurance coverage is lower, the 
complexity has not changed, nor 
have the risks changed, Smith 
observed. “It’s been a number of 
years since there was a dramatic 
loss picture in general aviation, 
so large losses aren’t occurring 
but the costs to repair these air-
craft are not going down. If any-
thing, they’re increasing, with an 
impact on the proper amount of 
coverage.” He continued, “Air-
craft insurance buyers sometimes 
believe their policies cover ‘all 
risks,’ but even the broadest pol-
icy isn’t designed to cover every 
risk that an operator must face. 
Each operation has unique insur-
ance requirements and brokers 
should advise their clients about 
more than just cost/premium.” 

NON-OWNED  
AIRCRAFT COVERAGE

Greg Sterling, head of Chartis 
Aerospace’s light aviation divi-
sion, reviewed the various types 
of non-owned aircraft coverage 
with emphasis on personal non-
owned aircraft (PNOA) policy 
components. Of particular inter-
est to flight schools, he covered 
aircraft renter, CFI and “permis-
sive user” policy features.

Sterling compared FBO rental 
agreements, good and not so 
good for the operator. The for-
mer, he said, covers the FBO, 

and the insurance carrier subro-
gates against the renter pilot to 
recover damages. The latter con-
tains wide inclusions. The FBO-
based renter coverage will not 
remove the need for the renter to 
have a pilot of non-owned (PNO) 
aircraft policy, which commonly 
includes coverage of legal defense 
cost as well as liability itself.

The range of those covered 
by rental agreements includes 
students, permissive users and 
flying club members. Sterling 
reviewed features and limita-
tions of each. For example, the 
FBO coverage may not include 
pre-solo student coverage. If a 
policy states that it covers both 
the named pilot (policy owner) 
and “permitted pilots,” liabil-
ity exposure remains on the 
owner of the policy, who may 
have to seek damages inde-
pendently from the permitted 
pilot in the event of a loss. Fly-
ing Club member coverage may 
exclude bodily injury and/or 
make a club member involved in 
a claim responsible for the poli-
cy’s deductible amount.

PNOAs are commonly issued 
to cover fixed-wing piston air-
craft with up to six or seven 
passenger seats, with optional 
coverage of airplanes hav-
ing more than 450 hp installed 
power. Pilot liability for prop-
erty damage to a non-owned 
aircraft includes loss of use, but 
not diminution of value.

RECURRENT TRAINING:  
SIM OR IN FLIGHT?

Insurers require initial 
and periodic recurrent train-
ing before writing coverage 
on most complex aircraft and 
their pilots. The conference’s 
final session hosted a spirited 
but friendly debate on the rel-
ative merits of simulator-based 

versus in-aircraft training. 
Gary Sterling from SimCom 
championed the simulator 
approach, while former naval 
aviator Dave Garvey, principal 
of Aviation Training Manage-
ment, made the argument for 
in-aircraft training.

Sterling pointed out that 
FAR Part 61.58 calls for recur-
rent training every 12 months 
for jet aircraft requiring two or 
more crewmembers. In Octo-
ber the requirement will extend 
to single-pilot jets such as the 
Eclipse 500 and Citation SP. 
Sterling asserted that avionics 
training is more feasible with 
simulators than in the aircraft. 
SimCom, he noted, offers a syl-
labus that combines simulator 
and flight in an owner’s aircraft.

Sterling asked, “Is the train-
ing provider covered by appro-
priate insurance?” Engine-out 
training in twins causes wear-
and-tear on the aircraft with 
consequent greater claim risk 
exposure than simulators, which 
are not subject to crashes or in-
flight emergencies. “Some train-
ing scenarios are not safe to 
practice or demonstrate in flight, 
whereas all emergencies can be 
replicated repeatedly in the sim-
ulator, with more risk-free repe-
titions in a given time frame.”

Sterling summarized by stat-
ing that simulator training is the 
least risky from an underwrit-
ing standpoint. He and Garvey 
agreed that the ideal is a struc-
tured combination of both sim-
ulator and in-flight training.

Garvey began by pointing 
out that in the civilian world 
“No two aircraft are exactly 
the same and few if  any are 
like the simulator.” He cited the 
Navy’s Natops training stan-
dardization syllabus, in which 
all aircraft of the same model 

are essentially identical, as an 
exception. In simulator-based 
training, “You learn to fly the 
simulator. One size fits all. It’s 
not the same demanding envi-
ronment as in flight.” The latter, 
he contended, allows a pilot to 
verify the performance capabil-
ities of his aircraft under real-
world conditions, and allows 
the instructor to evaluate a 
pilot’s ability and proficiency.

The real aircraft develops 
kinetic sense (muscle memory) 
in ways not possible in even the 
most sophisticated simulator, 
Garvey continued. Moreover, 
the simulator doesn’t address 
unique airport environments 
with challenges such as TFRs 
and peculiar weather conditions 
that cannot be exactly simulated. 
“Some events, such as an air stair 
opening in flight, simply are not 
demonstrable in the simulator. 
Few emergencies are textbook. 
When in-aircraft training is a 
complement to the simulator it’s 
then a win-win,” he concluded.

Larry York, a specialist in 
Turbo Commander recurrent 
training in Flower Mound, 
Texas, designed SimCom’s 
Commander simulator and soft-
ware. He commented from the 
audience that some conditions 
peculiar to a given model, such 
as loss of control on takeoff in 
a Twin Commander, cannot be 
simulated accurately.

SIMULATOR TRAINING 
 FROM THE START

Josh Hernagel, marketing 
director for Redbird Skyport in 
San Marcos, Texas, addressed 
the topic of reducing risk expo-
sure in general aviation training. 
He described how better train-
ing can be achieved by introduc-
ing simulator training at the ab 
initio level. He said Redbird Sky-
port is an R&D laboratory for 
new ideas, equipment and soft-
ware in general aviation training. 
A combination FBO and flight 
school, it uses a scenario-based 
rather than maneuver-based syl-
labus, taught in simulators and 
demonstrated in the aircraft.

Hernagel said it measures 
proficiency rather than an 

hours-based standard, com-
bining physical and procedural 
skills to develop judgment and 
risk management abilities, for 
example avoidance of enter-
ing IMC from VFR flight. Red-
bird Skyport is developing and 
using purpose-built flight train-
ing devices (FTD) to demon-
strate specific maneuvers and 
conditions such as crosswind 
landings. The goal of “guided 
interactive flight training” is 
integrating risk management 
skills early in the training cycle, 
with simulators that gather per-
formance information on each 
student to construct a database 
that can be used to tailor train-
ing to a personal profile. 

Early experience with the 
“Skyport Method” has shown 
an average of 32 hours of in-
flight and 35 hours of simula-
tor and FTD training to gain 
the private pilot certificate while 
reducing student expense and 
wear-and-tear on FBO  aircraft. 
Redbird Skyport plans to 
acquire as many as 40 type and 
model-specific FTD versions 
costing from $45,000 for no-
motion devices to $85,000 for 
those with full motion. 

Hernagel said, “The future 
of aviation is not bright today,” 
but technology enabling more 
simulator use earlier in the ab 
initio process holds promise to 
lower training costs and create a 
new, safer pilot/owner base.  o

The 2012 Aviation Insur-
ance Association (AIA) 
annual conference opened 
with a near-record 550 

attendees in an atmosphere of 
stability in terms of underwrit-
ing capacity and casualty claims 
during 2011. The total absence of 
Part 121 airline fatal accidents in 
that period has had a favorable 
effect on underwriter profits and 
policy claims, since air transport 
is the largest segment of aviation 
insurance in terms of insured risk. 
Zero airline fatalities led aviation 
litigation attorney and AIA past 
president John Scott Hoff to com-
ment, “That is really bad news 
for the attorneys.” He noted that 
accident rates continue to drop in  
general aviation, where mishaps 
in the experimental (“homebuilt”) 
category fell by 20 percent. Busi-
ness aviation was another story, 
however, where fatalities rose to 
32 from 17 in 2010.

The London market is a 
major player in a relatively small 
 segment of the insurance indus-
try as a whole, and has significant 
influence on aviation insurance 
worldwide. Stephen Riley of 
Global Aerospace London and 
Stephen Catlin, CEO and founder 
of  Catlin Group, reviewed 
developments and trends in 
the world’s aviation insurance 
arena. Riley noted that rates in 
airline pricing are down, with 45 
 percent “underlying growth” in 
the world’s insured base, mainly 

from Asian aircraft purchases. 
“It is a slightly soft market at this 
time,” Riley said, with claims and 
 revenue “pretty much in balance. 
Therefore, nobody’s making a 
lot of money.” Riley added that 
historically low interest rates are 
 limiting income from investment 
of premiums.

Insurers tend to have more 
realistic views of economic fac-
tors and conditions than bankers, 
a necessity for successful under-
writing, observed Catlin. The 
insurance industry came through 
the financial crisis that erupted in 
2008 in relatively good shape, 
he said. “We’ve done OK over 
the past five years compared with 
the banking industry.” A lesson 
from the 2008 crisis, he added, is 
that “change occurs very, very 
quickly.” A prolonged credit 
crunch persists even though 
“nobody thought bank de-lever-
aging would take so long.” Catlin 
concurred with Riley in noting, 
“It is difficult to get a decent 
return in the aerospace industry 
today.” He added that growth 
potential exists in emerging mar-
kets, particularly China.

The insurance industry needs 
to work on its public image, 
Catlin insisted. “Insurance is 
a promise to pay. We need to 
communicate what we do, to 
lobby more effectively with reg-
ulators and customers.” Catlin’s 
bottom line: “The insurance 
industry is doing better than 

the financial markets as a 
whole. Insurance is the lynch-
pin of virtually all projects and 
transactions. Do we get credit 
for that? No.”

BAD NEWS, GOOD NEWS
Vic D’Avanzo of USAIG 

discussed insurance fraud and 
its effect on the insurance indus-
try, policyholders, the nation 
and its people, and what is cur-
rently being done to resolve the 
problem. The public view of 
the insurance industry, he said, 
is that “We’re right up there 
with the IRS. New York State 
showed a majority believes 
insurance companies make too 
much money.” Respondents 
agree, however, that fraud does 
increase premiums. 

Thirty cents of every claim 
dollar paid is a product of fraud 
in the U.S. insurance industry as 
a whole. Auto theft claim fraud 
runs 30 to 40 percent, but only 
20 percent for fire claims. The 
greatest abuse is in Medicare 
fraud, as much as 75 percent, 
D’Avanzo reported. Aviation 
insurance fraud is so rare, much 
less prevalent than in workers’ 
compensation and auto claims, 
that there is no database of 
fraudulent claims from which 
to derive a percentage of pre-
miums attributable to fraud, 
said D’Avanzo. He said the low 
fraud rate reflects “the class of 
people in aviation.”

Broker Chris Zanette, of 
Zanette Aviation Insurance Ser-
vice, told AIN that 2011 was a 
quite uneventful year in the avi-
ation insurance world. Zanette, 
director of the AIA agents and 
brokers division, called short-
term prospects for aviation insur-
ance “The same old, depressing 
story. Rates are continuing to 
decline, basically because of an 
abundance of reinsurance capac-
ity, which is on an upswing.” 
Zanette defines reinsurance as 
a multiplier of ability to cover 
risk, “the capacity to under-
write more, hence declining rates. 
Available reinsurance has created 
more competition by increasing 
the number of aviation under-
writers in this market.” 

Zanette cited an aging fleet of 
aircraft and an aging pilot group 
as factors working against growth 
in aviation insurance. “Aircraft 
values are declining, there are 
fewer aircraft, and pilots are leav-
ing. All this shrinks the premium 
paying base. Loss ratios have 
been good with no major losses, 
 especially among U.S. airlines. 
This also has driven down pre-
mium rates.” He noted that new 
underwriting market entrants 
have no claims to begin with 
“and are all well financed. I don’t 
see them going away.” Zanette 
said already active underwrit-
ers are choosing to match premi-
ums offered by new underwriting 
entrants rather than lose business. 

“For most market segments, I see 
this trend continuing.”

Asked if a premium discount 
recently announced by one insur-
ance carrier to fixed-wing opera-
tors who install enhanced vision 
systems (EVS) might start a 
trend, Zanette replied, “Probably 
not. It’s a gimmick. In this soft 
market if one offers a discount 
for something like that, another 
will match it without requiring 
the equipment to be installed. 
Anyway, there wouldn’t be an 
incentive for an operator to 
install it just to get a relatively 
small premium reduction.”

In helicopter EMS opera-
tions, however, with its demand-
ing operating environment, “It 
would almost be an underwrit-
ing condition, I would think. 
But not in fixed-wing.”

COMPETITION  
REMAINS STIFF

Brint Smith, v-p of aviation 
at John F. Throne and Co. in 
Seattle, notes that today’s insur-
ance market is highly competi-
tive, “the most competitive that I 
can recall in more than 20 years 
as a broker. In this insurance 
buyer’s market it’s extraordinary 
how much premium and rates 
have fallen over the last four 
years. For a large-cabin business 
jet, your annual premium could 
possibly be even be less than the 
cost of a full fuel load.”

The number of companies 
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Aerial Firefighting 

 A Hot Subject

Aerial firefighting has be-
come much more sophisticat-
ed and effective over the past 60 
years, and its practitioners have 
developed increasingly more 
detailed safety training proce-
dures to deal with the trade’s in-
herently risky environment. Jim 
Anderson, senior v-p for Starr 
Aviation, an insurer based at 
Scottsdale, Ariz., Municipal Air-
port, reviewed the variety of 
perils to which air tanker pilots 
and ground crews are exposed, 
and how the aviation insurance 
community is addressing them 
through a basic understanding 
of the unique business. He said 
an excellent safety record has 
produced favorable premium of-
ferings to operators of convert-
ed surplus Navy and Air Force 
transports and patrol bombers. 
Anderson, an Arizona FAA Safety 
Training (Faast) seminar repre-
sentative, listed the special fac-
tors and risk exposures affecting 
the underwriting of aerial fire-
fighting operators. –H.W.

 
AIA Pinnacle  

Award Winners

The AIA Pinnacle Award, the 
association’s most prestigious, 
is given annually to people 
who have demonstrated career 
achievements that exemplify 
AIA’s standards and goals. The 
award for 2012 went to Thomas 
P. Fray, AIA president from 2003 
through 2005.  –H.W.

AVIATION INSURANCE COURSE:

Steady As She Goes 

by Harry Weisberger
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