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Why should you care? 
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Why should you care? 

 Asset physical risk 

 Damage 

 Theft 

 Expropriation/Confiscation/Seizure 

 Liability to passengers, crew and to third parties  

 Impact on book values 

 Residual value exposures  

 

 



Covers Available  

 Indirect 

 Aviation Hull and Spares "All Risks" (as "loss payee") 

Aviation Hull War and Allied Perils 

 Aviation Legal liability (as "additional Insured") 

Aviation War risks excess third party liability 

 Premises, Hangarkeepers, products liabilities 

 Deductible insurance 

 Loss of use  

 

 

 



Covers Available  

 Direct 

 Contingent Hull and Liability Insurance 

 Repossession Insurance (Political Risks) 

 Aircraft Repossession Expenses Insurance 

 Total Loss only insurance 

 Residual Value Insurance 

 

 

 



Hull and Spares "All Risks" 

 An undertaking to pay a loss payee for, replace or repair accidental 

loss of or damage to the aircraft from risks covered up to the limit 

of the amount insured and subject to any deductibles 

 Loss payee 

 Accidental loss 

 Aircraft 

 Risks covered 

 Amount insured 

 Deductibles 

 

 



 May have geographical exclusions 

 Excludes Nuclear Detonation and World War 

 50/50 claims settlement clause in the event that the case of the 

loss is unknown 

 

Hull "War and Allied Perils" 



Cut-through Clause 

 Where the policy is placed with a local insurer, it is frequently 

reinsured up to 100% in the London market 

 Cut through clause avoids the indemnity payment from Reinsurer 

being made to the domestic insurer 

 Provides for payment directly to the Loss Payee 

 Illegal in some jurisdictions 

 



Third Party Legal Liability 

 Covers the operator's risk of legal liability to passengers 

and third parties for death, bodily injury, property damage up 

to a pre-agreed cap which may or may not be subject to an 

aggregate  

 Legal liability 

 Passengers and third parties 

 Pre-agreed cap 

 Minimum insurance requirements are set by statute but are 

generally inadequate when GA operations are concerned 

  

 



Are EU minimums enough? 

February 2013 



AVN 67B – Key features 

 Links Lessor to the operator's policies but cannot change them 

 Breach of Warranty ensures Lessors under the Policy cover cannot 

be invalidated by operator's misconduct 

 Provides notice requirements to Lessor of withdrawal of cover 

 Cover is primary irrespective of other policies  

 Excludes liabilities arising in capacity of maintainer and servicer 

 
 

  



AVN 67C – Key features 

 Introduce concept of "Designated Contract Party" 

 Equates crew claims to passengers' 

 Includes liability of servicers 

 AVN99 

 

 

 

 

 
 

  



Broker's Letter of Undertaking 

 Operator's Insurance Broker 

 Certificate of Insurance  

 Letter of Undertaking 

 



Contingent Hull and Liability Insurance 

 Designed to protect when operator's policy fails to respond: 

 Operator keeps flying notwithstanding cancellation 

 Failure of cut-through clause due to illegality in the jurisdiction, 

and refusal of local insurer to pay 

 UN sanctions render it illegal for insurers to pay 

 Negligence of broker, cover never properly placed 

 



Repossession Aircraft Insurance (Political Risks) 

 Risks where aircraft operated in many different jurisdictions 

 Local laws/conditions/state acts could prevent the Lessor from 

repossessing, repatriating and reselling 

 Confiscation cover under the operator's Hull War policy may be deficient  

 Policy usually provides for a Waiting Period 

 Insured must fully comply with all laws and take all reasonably practicable 

steps to obtain and keep permits/authorisations 

 Must give notice of material change in underlying documents or 

operations 

 



Aircraft Repossession Expenses Insurance 

 Designed to protect Lessor in default situations: 

 Rectifies maintenance deficiencies including to records 

 Legal, travel and labour expenses of obtaining full legal access 

and removing encumbrances 

 Recovery costs such as ferry flight, crew, hotel expenses 

 Airport landing fees 

 Certification Charges 



Total Loss Insurance 

 In the event of a Total Loss, provides for payment to Lessor of a 

fixed sum in addition to that payable under the Hull policy  

 Insurable interest to be established   

 Provides a buffer where the aircraft market value rises, and covers 

extra costs  / accounting losses  

 Requires periodic reporting to Insurers 



Residual Value Insurance 

 Guarantees a specific amount for an asset at the end of a lease 

 Involves considerable work for underwriters and brokers and has 

many variables/conditions 

 Relatively expensive 

 Was very popular but is now falling out of favour due to plummeting 

asset values 

 Limited capacity 

 



Practical Cases and Examples (1) 

 Total loss of a business jet directly owned by a corporate, killing 5 

passengers and crew 

 Aircraft subject to a finance lease 

 Insurers dealt directly with Lessor to pay Agreed Value under the 

lease within short specified period 

 Terms of release negotiated between Lessor, Operator and Insurers 

 Balance of Agreed Value paid to Operator quickly, providing much-

needed capital to permit business to keep trading 

 Cover for Lessor under AVN67B confirmed in the event of 

passenger claims directed towards it 

 



Practical cases and examples (2) 

 Leased aircraft arrested by a Government in connection with 

criminal acts allegedly committed by a sub-lessee 

 Lessee claimed a total loss under the Hull War confiscation cover 

 Insurers deny cover on the basis that recovery may still be possible 

 Lease stated that a Total Loss would occur as soon as the Lessee 

had lost possession of the aircraft for 60 consecutive days, requiring 

lessee to pay a termination sum 

 Reasonable legal costs of trying to recover the aircraft were 

covered by the Policy 

 



Thank you.  Any Questions?  


