Agenda Item 10

	UNINSURED USE OF PRIVATE AIRCRAFT




1.
At the last Annual Meeting members considered a paper submitted by the Southampton Airport Consultative Committee about the absence of legislation requiring private aircraft to have third party insurance. The meeting felt this was an issue which the European Commission should take forward.  It was agreed, therefore, that the Secretary to the Conference and the Secretary to the Southampton Committee would take the matter forward with the DfT.

2.
In fact, in the wake of the terrorist attacks in New York on 11th September 2001, the question of the insurance requirements for air carriers and aircraft operators was already under consideration by the European Commission and on 24th September 2002 they published a draft regulation designed to clarify the Community rules on insurance by introducing minimum insurance requirements for all aircraft flying into and out of Community airports or overflying Community territory. The proposed regulation would apply also to third-country carriers. Brief details of the proposed regulation were given in an EU Press release and extracts from this are set out in the Annex to this paper.  The full text of the draft Regulation and other papers, together with information on the progress of the Regulation through the EU’s legislative process, can be seen on the Commission’s website at:

http://europa.eu.int/prelex/detail_dossier_real.cfm?CL=en&DosId=176433#339485 

3.
The UK Government supported the proposal to harmonise the insurance requirements for commercial air carriers but resisted the inclusion of private flying on the grounds that it is unnecessary.  This was based on research in which the Government analysed 133 reported accidents involving all private and light aircraft over the last 5 years. In only 6 cases was there death or injury to third parties on the ground, and in only 4 accidents was there significant property damage.  In terms of passengers, there were 46 deaths, 32 serious injuries and 83 minor injuries.  Apart from one case where the pilot was flying illegally, thereby invalidating his insurance, there was no evidence of claims for damages arising from these losses not being met either from insurance or directly by the party responsible.

4.
Nonetheless the UK was alone in arguing for the exclusion of private flying at the Council Working Group and the Government says it will probably not be able to sustain its objection. It will, however, argue for more realistic limits and more sensible weight categories.  For example, it seems unnecessary and onerous to require the owners of small private aircraft to be insured for as much as £69m (80m SDRs), the same level as that applicable to a 66 seat BAe ATP aircraft which is also within the MTOW limit of 25 tonnes.

5.
The proposed Regulation would also exclude non-powered aircraft (i.e. gliders) and ultra-light aircraft from the obligation to have insurance.  Although these aircraft are relatively small and light, the Government believes they are nevertheless still capable of causing third party damage and that it seems unfair to exclude them from the scope of the Regulation.  Similar considerations apply to the proposed exclusion of flights starting from and finishing at the same airport.  Aircraft undertaking such flights are equally capable of causing third party damage as identical aircraft operating between different airports.  The removal of this exclusion is one of a number of amendments proposed by the European Parliament.

6.
Consideration of the proposed Regulation within the Council Working Group, including consideration of a number of amendments proposed by the European Parliament, has still to be completed.  The DfT believes it will be 9-12 months before the Regulation takes effect and that it will look rather different to the draft first proposed by the Commission.  
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ANNEX A

EXTRACT FROM EU PRESS RELEASE

Brussels, 24 September 2002 

Insurance requirements for air carriers and aircraft operators: 

The proposed Regulation provides legal certainty for European Union and non-EU air carriers and aircraft operators flying into or within the Community and ensure the transparent, non-discriminatory and harmonised application of minimum insurance requirements. It introduces a harmonised approach and a level playing field for all air carriers and aircraft operators irrespective of nationality by setting clear minimum insurance requirements for all types of liability (passengers, baggage, cargo, mail and third parties). The rules put forward clarify the general requirement for community air carriers to be insured and set up minimum requirements following practice at European (European Civil Aviation Conference - ECAC) and international conventions. 

The main aspects of the proposal are the following:

· passengers and baggage : all air carriers shall be insured to cover their liability for death, wounding or any other bodily injury sustained by a passenger for the minimum amount of 250 000 SDRs per passenger. Such insurance will also cover damage sustained in the case of destruction or loss of, or damage to checked baggage of a passenger.

· cargo : air carriers and aircraft operators shall be insured to cover their liability for damage sustained in the event of the destruction or loss of, or damage to cargo carried for the minimum amount of 17 SDRs per kilogram, under the condition that the damage took place during the flight.

· mail : Member States shall set the minimum insurance requirements in value for the carriage of mail by air carriers or aircraft operators without discrimination on grounds of nationality or identity.

· Third party liability : until now there was no Community rules defining what such liability should be based on. The only international framework is the Rome Convention (1933, amended in 1952 and 1978), which follows the principle of strict liability for damage sustained on the ground, without considering acts of war or terrorism. Moreover, all Member States are not signatories to this Convention or have not ratified it.  The proposed Regulation requires that all air carriers and air operators flying within, into, out or overflying the European Union shall be insured or shall produce evidence that they observe at all times the minimum insurance requirements for damages sustained by third parties in the event of accidents as well as acts of war and acts of terrorism (see annex).

Moreover, Member States will have to perform regular inspections to verify the compliance with the proposed Regulation of air carriers using airports in their territory, or air carriers and air operators under their control (to which they have delivered an operating licence -air carriers- or an aircraft operator's certificate). If not satisfied, they shall deny the access to routes into or within the EU, refuse the right to overfly their territory or not allow the aircraft to take-off.

Air carriers and aircraft operators registered in a third country shall provide alternatively to the insurance requirements some other securities like cash deposit in the country of origin or a guarantee issued by a bank authorised to do so by the country of registration of the aircraft, under strict conditions ensuring the effective payment if needed.

EXTRACT FROM ANNEX TO PRESS RELEASE

Third Party Liability: The European Commission's proposal:

· Category 1: aircraft with a MTOW
 < 25 000 kg : 80 million SDRs 

· Category 2: aircraft with a MTOW < 50 000 kg : 270 million SDRs 

· Category 3: aircraft with a MTOW < 200 000 kg : 400 million SDRs 

· Category 4: aircraft with a MTOW > 200 000 kg : 600 million SDRs 

These requirements reflect current aircraft leasing insurance premiums. 

� Maximum Take Off Weight (MTOW) : corresponds to a certified amount specific to all aircraft types as stated in the certificate of airworthiness of the aircraft. 


� Special Drawing Right (SDR): as defined by the International Monetary Fund in 1969, is an international reserve asset, to supplement members existing reserve assets (official holdings of gold, foreign exchange, and reserve positions in the International Monetary Fund). SDR/Euro : 0.747385 - Euro/SDR : 1.338000





