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 What are the pitfalls of 
over-insuring my aircraft? 
By Conner Strong & Buckelew

What value do you want to use for 
your upcoming renewal? This is the 
first question your aviation insurance 
broker should ask you each year. How 
you answer this question will greatly 
affect what will happen in the event of 
a partial or total loss, so it is important 
to understand how to determine the 
current value of your aircraft. 

Like most high-end automobile in-
surance policies, aircraft insurance 
policies provide Aircraft Physical 
Damage coverage on an “agreed value” 
basis. You “agree” with the insurance 
carrier to a stated hull value limit that 
reasonably represents the value of your 
aircraft. This may not be an easy task 
these days, as the value of aircraft can 
change on a regular basis. Or, you may 
have purchased your aircraft at the 
peak of the market and have a loan that 
exceeds current market value, forcing 
you to carry higher hull limits.

The danger of over-insuring is          
inherent in the “agreed value” aircraft 
insurance contract. This is particularly 
challenging when your aircraft suffers a 
partial loss. The insured value of your 
aircraft becomes a key factor in whether 
the insurance company decides to re-
pair the aircraft or consider it a total 
loss. The insurance company will take 
into account the cost of repair, the 

salvage value and the insured value 
when determining its course of action.

Consider this example: You are the 
owner of a 2001 Gulfstream GIV SP. 
This past renewal, you agreed that 
you would insure your aircraft for $15        
million, despite the fact that the market 
value was really $12 million. The moti-
vation behind this decision may have 
been a bank loan requirement, bad ad-
vice or simply the fact that you were 
not being realistic about the dismal 
state of the aircraft market. Your aircraft 
then sustains significant airframe and 
engine damage after a bird strike and 
you are forced to make an emergency 
landing. A repair facility has estimated 
that repairs to your aircraft will cost 
$6 million. “Salvage value” in this sce-
nario is $6 million (market value minus 
cost to repair = salvage value).  

It is now the responsibility of the 
insurance company to determine 
its liability as relates to this loss. Is 

it a partial or total loss? Total loss, as        
defined in most insurance contracts, 
means any physical damage loss for 
which the cost to repair, when added 
to the salvage value, equals or exceeds 
the insured value (agreed value) of a 
scheduled aircraft. In this scenario,    
the aircraft was insured for $15 million 
and is to be repaired because the repair 
cost added to the salvage value ($12 
million) is less than the agreed value 
that the owner decided to carry. Insur-
ing the aircraft for the market value 
would have resulted in a total loss       
because the cost to repair added to   
the salvage value would have equaled 
the agreed value.

Consider the dangers of over-insuring 
your aircraft. Over-insuring your aircraft 
comes with unwanted consequences:
• Repair of an aircraft that should 

be totaled
• Ownership of an aircraft with dam-

age history and thus lower resale value
• Questionable safety of the aircraft
Remember to review your aircraft 

policy with your insurance broker 
annually. There are a number of                
resources to help you determine the 
current value of your aircraft, includ-
ing the Aircraft Bluebook Price Digest, 
third-party valuation services and 
current resale information. 

Agreed Value = $15,000,000

Market Value          $12,000,000
Cost to Repair   -  $6,000,000

Salvage Value     $6,000,000
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How to reach Catherine Lunn 
and Robert Kellner

We understand that each one of our high 
net worth clients has very different lives, 
very different assets and, ultimately, very 
diverse insurance needs. To learn how we 
can help keep your world safe and secure, 
please contact us at 877.861.3220.

Conner Strong & Buckelew     40 Lake Center Executive Park, 401 Route 73 North, Suite 300, Marlton, NJ 08053     877.861.3220

year Founded   
1959

insurance Services experience 
17 years, Lunn 
24 years, Kellner

insurance Services Provided 
Property and Casualty and Employee Benefits brokerage services, consulting, insurance 
program review and benchmarking, safety and risk control programs and claims management.

email  clunn@connerstrong.com, rkellner@connerstrong.com

Website  www.connerstrong.com

About Conner Strong & Buckelew  
Conner Strong & Buckelew is a leading insurance, risk management and employee benefits brokerage 
and consulting firm. Through proprietary approaches, the firm offers customized programs that align with 
organizational goals and drive bottom-line growth. Founded in 1959, with offices in New Jersey, Pennsylvania, 
Delaware and Florida, the firm ranks among the nation’s largest insurance brokerages. It annually places 
approximately $1 billion in premium volume through its nearly 300 professionals, serving clients throughout 
the United States and abroad. The firm’s Personal Risk Services group, led by Catherine Lunn and Robert 
Kellner, understands high net worth clients’ different lives, assets and diverse insurance needs. That’s why 
the group has developed a unique approach to protecting those assets called the Personal Risk Manager 
approach. Clients work directly with a personal risk consultant on a tailored insurance program that aligns 
with their specific needs and protects their most valuable assets—regardless of where they might be. 

“The danger of over-
insuring is inherent in 
the ‘agreed value’ aircraft 
insurance contract.” 
—Conner Strong & buckelew

Robert Kellner Catherine Lunn
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the evolution of financial intelligence
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Conner Strong & Buckelew is featured in Worth® 2014 Leading Wealth Advisors™, a special section in every edition of Worth® magazine. All persons and firms appearing in this section have 
completed questionnaires, have been vetted by an advisory group following submission by Worth®, and thereafter paid the standard fees to Worth® to be featured in this section. The information 
contained herein is for informational purposes, and although the list of advisors presented in this section is drawn from sources believed to be reliable and independently reviewed, the accuracy 
or completeness of this information is not guaranteed. No person or firm listed in this section should be construed as an endorsement by Worth®, and Worth® will not be responsible for the 
performance, acts or omissions of any such advisor. It should not be assumed that the past performance of any advisors featured in this special section will equal or be an indicator of future 
performance. Worth®, a Sandow Media publication, is a financial publisher and does not recommend or endorse investment, legal or tax advisors, investment strategies or particular  
investments. Those seeking specific investment advice should consider a qualified and licensed investment professional. Worth® is a registered trademark of Sandow Media LLC.  
See “About Us” for additional program details at http://www.worth.com/index.php/about-worth.
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