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Presenter
Presentation Notes
I don’t need to tell you that drones are a very hot topic.  

All manner of insurance organizations have been discussing drones over the last year or two.
  
The CPCU Society just had its own Webinar for its members on drones on Tuesday, October 20th.   

So our timing here is great!   

So, let’s set the stage by touching on some basic points. 
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What's A Drone?
e As per the Federal Aviation Administration
Modernization and Reform Act of 2012:

—Unmanned Aircraft (UA) — an aircraft that
IS operated without a possibility of direct human
Intervention from within or on the aircraft

« Many drone/UA applications!

e https://www.youtube.com/watch?v=gmHw
Xf8JUOw
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Presenter
Presentation Notes
Let‘s begin by defining what a Drone actually is.

For YouTube video: this is certainly one viable use for drones!

https://www.youtube.com/watch?v=qmHwXf8JUOw
https://www.youtube.com/watch?v=qmHwXf8JUOw
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What’'s An Unmanned Aerial System?

e As per the Federal Aviation Administration
Modernization and Reform Act of 2012:

—Unmanned Aerial System (UAS) —an
unmanned aircraft (UA) and its associated
elements (including communication links and
the components that control the unmanned
aircraft) that are required for the pilot in
command to operate safely and efficiently in the
National Airspace System
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Presentation Notes
This definition comes right from the FAA Modernization and Reform Act of 2012.

Note that a UAS is the entire system – the aircraft, its controls and its communication links.  I’ve seen UAS defined an Unmanned Aerial System and Unmanned Aircraft System – same thing.  

You’ll often see the term “UAV”, which means Unmanned Aerial Vehicle – that usually refers to the aircraft itself.
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Fixed wing
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Presentation Notes
The aerodynamics of the fixed wing drone makes it the easiest drone to for the pilot to control.  
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Quad Rotor
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Octocopter
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I believe you saw this one involved in the beer delivery.  
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Micro Air Vehicles
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These are just samples of four general types!  The variety of drones out there already is amazing.  


STATE AUTO’
]

Insurance Companies

BUSINESS INSURANCE

Flight Features
e Mini drones: low altitude, short duration

e Tactical drones: low to medium altitude, up to
several hours flight time, within line-of-sight

e Strategic drones: medium to high altitude, hours
to days flight time, long-range
Navigation Possibilities
e Remote control ground station
e Automation Systems
e Satellite Data Link
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Reported and Potential Uses
« Military
 Law Enforcement
e Security Surveillance
e Emergency Operations
e Agriculture
e Communications
e Delivery
« Photography
e Inspections
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Military
Intelligence gathering – Combat/strike missions
Law Enforcement and Security Surveillance
Crime investigation – border protection
Security of commercial properties – neighborhood watch
Emergency and Search/Rescue Operations
Delivery of supplies and food to disaster areas
Search and rescue – wildfire and forest fire fighting       
Agriculture
Monitor crops – crop spraying – locate livestock – assess available forage
Communications
TV – movie filming – sporting events
Delivery
Packaged goods and mail
Photography
Real estate operations
Weddings and other outdoor events
Inspections
Insurance Claims – Underwriting Inspections (roofs)
Infrastructure evaluation (e.g., dams, bridges)
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Regulatory Environment

e FAA Modernization and Reform Act of 2012
— https.//www.faa.gov/uas/requlations_policies/

e Major FAA Provisions of Proposed Rules for Small
Drones (up to 55 Ibs.) — As of February 2015:

— UA must remain close enough for operator to see UA unaided by any
device other than corrective lenses

— UA must yield right-of-way to other aircraft, manned or unmanned

— UA may not fly over people, except those directly involved with the
flight

— Maximum altitude: 500 feet

— Maximum speed: 100 m.p.h.

— Daylight use only

— Operators may not operate in certain airspace areas for airports, etc.
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President Obama signed FAA Modernization Action into law on 14 February 2012.  

FAA has been charged to develop a “SAFE INTEGRATION PLAN” for the use of drones by 9-30-2015 – IN OTHER WORDS, A PLAN TO SAFELY INTEGRATE DRONES INTO U.S. AIRSPACE – GAO reviewed its progress in August – to enacted by December?

FAA Plans to finalize commercial drone rules within a few months

Right now, no entity may operate a drone for commercial without specific approval from the FAA.  There are presently three methods of gaining an FAA approval for flying commercial UAS.  1,700 have been granted to date.  

DRONE ATTORNEYS:
www.dronelaw.pro – www.commercialdronehelp.org – advertise that they help businesses get an FAA drone exemption

FAA cracking on drone operators flying in restricted airspace without official permission:  SkyPan International fined $1.9 million for flying in Class B New York airspace with air traffic control clearance.


https://www.faa.gov/uas/regulations_policies/
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As Per Section 336 of the FAA
Modernization and Reform Act of 2012

eIncludes a “special rule” for model aircraft

A model aircraft is defined as “an ‘unmanned aircraft’
that 1s:

1. Capable of sustained flight in the atmosphere;

2. Flown within visual line of sight of the person operating
the aircraft; and

3. Flown for hobby or recreational purposes only”
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WHAT’S THE DIFFERENCE BETWEEN A MODEL AIRPLANE AND A DRONE?
The 2012 Act followed the FAA Advisory Circular 91-57 which included Model Aircraft Operating Standards set forth June 9, 1981:

Restricted model aircraft operations over populated areas;
Limited use of the devices around spectators until after the devices had been flight tested and proven airworthy;
Restricted operations to 500 feet above the ground surface
Required model airplanes give right of way to – and avoid flying near – manned aircraft; and
Required observers to assist in operation of the model airplane

In 2007, the guidelines were clarified under which model airplanes were determined to be UASs and fell within the statutory definition of  “aircraft”
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 Bodily Injury and Property Damage Liability
— Collision with persons or property
— Interruption in data-link transmission, communication failure
— Potential defect in design or manufacture

 Personal Injury
— Invasion of privacy
— Trespass and nuisance
— Infringement and defamation

* Property
— First-party property damage, perils of aircraft, falling objects

— Business Interruption
— Hacking
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Bodily Injury Liability, Property Damage Liability and Personal Injury are our greatest concerns.

You have all heard the stories:
February 2015: air carrier pilot reported drone approaching DTW at 11,000 feet altitude  
May 29, 2015: Delta flight from DC spotted a drone right in its flight path @ 2,700 feet while descending into LaGuardia.  Aircraft to ascend 200 feet to miss it.  Third occurrence in May.
August 1, 2015: Delta and JetBlue flights attempting to land at JFK encountered drones at about 800 and 1300 feet just a few hours apart
As of September 15th : an estimated 764 close calls between airliners and drones according to Christian Science Monitor

Relative to the Personal Injury side of the drone exposure, did you hear about the father of the teenage girl who grabbed his shotgun and shot out of the sky a drone that was buzzing his backyard as his daughter sun-bathed there?  The drone operator later proved – via GPS - his drone no closer than 30 yards from the shooter’s property.


STATE AUTO’
]

Insurance Companies

BUSINESS INSURANCE

The Federal Aviation
Administration has determined
that a drone is an “aircraft”

A drone iIs therefore an
“airrcraft” for insurance
PUrpPOoSes
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e Commercial Property Insurance
— Aircraft not covered
— Personal property while airborne not covered

e Commercial Inland Marine
— Aircraft not covered

— Photographic Equipment Coverage Form does cover “cameras and
photographic equipment .....used for commercial purposes” while
airborne

e Commercial General Liability

— Excludes liability “arising out of the ownership, maintenance, use or
entrustment to others of any aircraft......owned or operated by or rented
or loaned to an insured”

— Exclusion does not apply to “liability assumed under any
‘insured contract’ for the ownership, maintenance or use of
aircraft”
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IM 13 50 01 05 Photographic Equipment Coverage doesn’t exclude damage to photographic equipment while airborne
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A Major Concern:
Contractual Liability under the CGL

Example:

An insured business contracts with a drone operator
which has the required FAA waiver to perform certain
drone services. The insured assumes — via an “insured

contract” — the tort liability of the drone operator for the
use of the drone.

Covered By An Unendorsed CGL!

Financial Strength : Feputation : Felationships : Feliability




= P STATE AUTO'

Insurance Companies CG I_ D ro n e E“ d 0 rse m e ntS

BUSINESS INSURANCE

New ISO Endorsements

 Optional Exclusion Endorsements (filed
effective 6-1-2015)

—CG 2110 06 15 — Excludes Coverage A only
»Excludes only Premises/Operations

—CG 2111 06 15 — Excludes Coverage B only
»Excludes only Personal and Advertising Injury
—CG 2109 06 15 — Excludes both Coverage A
and B

»Excludes all coverage for unmanned aircraft under the
CGL
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Excludes Coverage A Only: CG 21 10 06 15
Excludes Premises/Ops and Products/Completed Ops but does not exclude Personal Injury and Advertising Injury
Excludes Coverage B Only: CG 21 11 06 15
Excludes Personal and Advertising Injury only 
Excludes Coverage A & B: CG 21 09 06 15
Excludes under the CGL all coverage for unmanned aircraft
June 2015 ISO endorsements define an “unmanned aircraft” as an aircraft that is not:
Designed; 
Manufactured; or
Modified after manufacture;
to be controlled directly by a person from within or on the aircraft
CG 21 09
2. Exclusions
This insurance does not apply to:
Aircraft, Auto or Watercraft 
Unmanned Aircraft
“Bodily injury” or “property damage” arising out of the ownership, maintenance, use or entrustment to others of any aircraft that is an “unmanned aircraft”.  Use includes “loading and unloading
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New ISO Endorsements

e Optional Endorsements providing coverage
for Unmanned Aircraft (filed effective 6-1-2015)

—CG 24 51 06 15 — Provides Coverage A only

»Delineates existing aircraft-related exclusion

»Adds a schedule to designate
o Drones to which the exclusion will not apply

0 The types of projects of operations to which the above exception
will be limited

o0 An optional designated aggregate (a sub-limit) when coverage
will apply
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ERROR IN POWERPOINT: THE FORM NUMBER IS CG 24 51
Provides coverage for Coverage A only: CG 24 51 06 15
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New ISO Endorsements

e Optional Endorsements providing coverage
for Unmanned Aircraft (continued)

—CG 24 52 06 15 — Provides Coverage B only

» Introduces exclusion addressing unmanned aircraft

»Adds a schedule to designate
o Drones to which the exclusion will not apply

0 The types of projects of operations to which the above exception
will be limited

o0 An optional designated aggregate (a sub-limit) when coverage
will apply

Financial Strength : Feputation : Felationships : Feliability


Presenter
Presentation Notes
Provides coverage for CGL Coverage B Only: CG 24 52 06 15
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New ISO Liability Endorsements

e Optional Endorsements providing coverage
for Unmanned Aircraft (continued)

—CG 24 50 06 15 — Provides Coverage for A
and B

»Combines aspects of the separate Coverage A- and
Coverage B-only endorsements

»Optional designated aggregate deductible applicable to
both Coverage A and B
 Insurers have either filed — or are in the
process of filing — these new 1SO
endorsements
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CG 24 50 06 15: extends limited protection for both  Coverage A and Coverage B
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e INnsurance Services Office

— Currently researching the introduction of a stand-alone
drone policy encompassing both first-party and third-party
coverages in a single coverage form.

— Currently researching and reviewing the drone exposure
relative to:

» Commercial Property
» Businessowners Program

» Farm Program
» Commercial Inland Marine

e American Assoclation of Insurance Services

— Currently developing
» First-party Inland Marine and Farm Property coverages
» Third-party Farmowners and Agribusiness coverages
» Target: forms ready to file by 12-31-2015
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Thank you!

Craig.andrews@stateauto.com
614-917-4736
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