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Antitrust Notice

• The Casualty Actuarial Society is committed to adhering strictly to the letter and spirit 
of the antitrust laws.  Seminars conducted under the auspices of the CAS are designed 
solely to provide a forum for the expression of various points of view on topics 
described in the programs or agendas for such meetings.

• Under no circumstances shall CAS seminars be used as a means for competing 
companies or firms to reach any understanding – expressed or implied – that restricts 
competition or in any way impairs the ability of members to exercise independent 
business judgment regarding matters affecting competition.

• It is the responsibility of all seminar participants to be aware of antitrust regulations, to 
prevent any written or verbal discussions that appear to violate these laws, and to 
adhere in every respect to the CAS antitrust compliance policy.
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Mr. Mormino is Senior Vice President and Senior Legal Counsel with Swiss Re.  He 
supports Swiss Re’s underwriting and claims units in the US, as well as Swiss Re’s
operations in Canada. He has been with Swiss Re since 2006. Before joining Swiss 
Re, Mr. Mormino worked for ten years at the Reinsurance Association of America in 
Washington, DC. In his role as Assistant General Counsel of the RAA, Mr. Mormino 
worked as a lobbyist on reinsurance issues and receivership law in the fifty states and 
the US Congress, and participated on various NAIC committees. He also prepared RAA 
amicus briefs on important reinsurance issues in state and federal courts, including the 
US Supreme Court. Prior to working for the RAA, Mr. Mormino was a staff consultant in 
business process engineering with a consulting firm in San Diego. Mr. Mormino is a 
member of the bar associations of Arizona, the District of Columbia, Illinois, the US 3rd 
and 5th Circuit Courts of Appeal, and the US Supreme Court. 

Mr. Mormino received his Juris Doctor degree in 1994 from the American University in 
Washington, DC, an MS in Finance in 2001 from the George Washington University in 
Washington, DC, and his BA in History in 1988 from Arizona State University. 
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Timothy McCarthy, ACAS, MAAA

Mr. McCarthy is an Actuarial Director with ISO Solutions.  He is responsible for the 
development and enhancement of the actuarial products for Commercial General 
Liability, Medical Professional, and Commercial Excess/ Umbrella.  He also supports the 
development efforts of the policy coverage team for those lines of business.   He is 
currently leading the effort to develop rating and pricing related to drones for the 
commercial liability lines of business at ISO.   Prior to this, he worked in several 
Personal Lines roles at ISO.  He served as the lead external actuarial consultant to the 
New Jersey Territory Commission in 2006 and 2007, and was also responsible for 
major enhancements to the ISO Vehicle Series Rating (VSR) program and the continued 
development of ZIP Code based territories for Personal Automobile.  He has been with 
ISO since 1995.  

Mr. McCarthy is an Associate of the Casualty Actuarial Society (CAS) and a member of 
the American Academy of Actuaries (AAA).   He is also a Past President of the Casualty 
Actuaries of Greater New York (CAGNY).  Mr. McCarthy received his BS in Mathematics 
in 1995 from Loyola College. 
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DISCLAIMER
This product is meant for educational purposes only. Any resemblance to real persons, living or dead is purely coincidental. Void where prohibited. Some assembly required. List each check separately by bank 
number. Batteries not included. Contents may settle during shipment. Use only as directed. No other warranty expressed or implied. Do not use while operating a motor vehicle or heavy equipment. Postage will 
be paid by addressee. Subject to approval. This is not an offer to sell securities. Apply only to affected area. May be too intense for some viewers. Do not stamp. Use other side for additional listings. For 
recreational use only. Do not disturb. All models over 18 years of age. If condition persists, consult your physician. No user-serviceable parts inside. Freshest if eaten before date on carton. Subject to change 
without notice. Times approximate. Simulated picture. No postage necessary if mailed in the United States. Breaking seal constitutes acceptance of agreement. For off-road use only. As seen on TV. One size fits 
all. Many suitcases look alike. Contains a substantial amount of non-tobacco ingredients. Colors may, in time, fade. We have sent the forms which seem to be right for you. Slippery when wet. For office use only. 
Not affiliated with the American Red Cross. Drop in any mailbox. Edited for television. Keep cool; process promptly. Post office will not deliver without postage. List was current at time of printing. Return to sender, 
no forwarding order on file, unable to forward. Not responsible for direct, indirect, incidental or consequential damages resulting from any defect, error or failure to perform. At participating locations only. Not the 
Beatles. Penalty for private use. See label for sequence. Substantial penalty for early withdrawal. Do not write below this line. Falling rock. Lost ticket pays maximum rate. Your cancelled check is your receipt. Add 
toner. Place stamp here. Avoid contact with skin. Sanitized for your protection. Be sure each item is properly endorsed. Sign here without admitting guilt. Slightly higher west of the Mississippi. Employees and 
their families are not eligible. Beware of dog. Contestants have been briefed on some questions before the show. Limited time offer, call now to insure prompt delivery. You must be present to win. No passes 
accepted for this engagement. No purchase necessary. Processed at location stamped in code at top of carton. Shading within a garment may occur. Use only in well-ventilated area. Keep away from fire or flame. 
Replace with same type. Approved for veterans. Booths for two or more. Check here if tax deductible. Some equipment shown is optional. Price does not include taxes. No Canadian coins. Not recommended for 
children. Prerecorded for this time zone. Reproduction strictly prohibited. No solicitors. No alcohol, dogs, or horses. No anchovies unless otherwise specified. Restaurant package, not for resale. List at least two 
alternate dates. First pull up, then pull down. Call toll free before digging. Driver does not carry cash.  Some of the trademarks mentioned in this product appear for identification purposes only. Record additional 
transactions on back of previous stub. Decision of judges is final.  All rights reserved. No part of this document may be reproduced by any means without the written permission of your mom. No fur-bearing 
animals were harmed during the creation of this document. Allergy alert: may contain nutmeg, but we doubt it. Return for refund where applicable. Not recommended for persons with sugar-restricted diets. 
Batteries are included -- best of luck finding them. Proud sponsor of the 1934 penguin Olympic games at McMurdo Sound, Antarctica. May cause irritability, sleeplessness or warts after prolonged use. Contents 
under pressure. BHT added to preserve freshness. Caution: this product has caused some laboratory rats to rip through their cages, fly across the room and brutally murder hundreds of innocent people. Shake 
well before using. No vacuum tubes or other user-serviceable parts inside. Not to be combined with other radioisotopes except under the advice of a physician. Avoid prolonged exposure to ultraviolet light. The 
truth is out there. Use no hooks. Not intended for use by children or liberals under the age of five. Printed on unrecycled dead trees and we're proud of it. We hereby disclaim any responsibility for the currency or 
accuracy of the reported data and/ or the performance of the Investments in your portfolio, unless performance has exceeded your expectations.

Must be 18 years of age or older to proceed further. Enter at your own risk. Do not enter. Speed limit - 28.8 or higher. Stop here on red. Hostess will seat you. Trucks over 4 tons excluded. Void where prohibited 
by law. Some assembly required. This is a test of the emergency broadcast system - this is ONLY A TEST! List each check separately by bank number. Batteries not included. Contents may settle during shipment. 
Any resemblance to persons living or dead is purely coincidental. Use only as directed. We make no other warranties, expressed or implied. Do not use while operating a motor vehicle or heavy equipment. 
Postage will be paid by addressee. Postal service will not deliver mail without postage. No postage necessary if mailed in the United States. Subject to CAB approval. This is not an offer to sell securities. May be 
too intense for some viewers. See other side for additional listings. This product is meant for educational purposes only. For recreational use only. For office use only. For entertainment purposes only. Only 1 
winner per household. Do not disturb. All models are over 18 years of age. Apply only to infected areas. If condition persists, consult your physician. Take two of these and call me in the morning. An apple a day 
keeps the doctor away. Now with new plastic applicator. High altitude directions-increase cook time by 10 minutes. This is not an attorney advertisement or referral service. No user-serviceable parts inside. 
Freshest if eaten before date on carton. Times are approximate. Do not disturb. Simulated picture. Please remain seated until the ride comes to a complete stop. The call you have made requires a 20 cent 
deposit. Breaking seal constitutes acceptance of agreement. For off-road use only. Do not block intersection. No trespassing. No stopping or standing. No parking when road is snow covered. As seen on TV. One 
size fits all. Many suitcases look alike. Contains a substantial amount of non-Tobacco ingredients. Colors may fade. Insert this end first. We have sent the forms which seem right for you. This page made from 
100% recycled electrons. Slippery when wet. No substitutions allowed. For a limited time only. Void where prohibited, taxed, or otherwise restricted. Caveat emptor. Provided "as-is" without warranty. Reader 
assumes full responsibility. We are an equal opportunity employer. No shoes, no shirt, no service. Quantities are limited while supplies last. If any defects are discovered, do not attempt to fix them yourself, but 
return to an authorized service center. Read at your own risk. Parental advisory - explicit lyrics. Text may contain explicit materials some readers may find objectionable, parental guidance is advised. Keep away 
from sunlight. Keep away from pets and small children. Limit one per family please. No money down. No purchase necessary. Not affiliated with the American Red Cross. Drop in any mailbox. Edited for television. 
Keep cool. Process promptly. Return to sender, no forwarding order on file, unable to forward. Not responsible for direct, indirect, incidental or consequential damages resulting from any defect, error or failure to 
perform. At participating locations only. Sold by weight, not by volume. Penalty for private use. See label for sequence. This web site rated 'R' for Mature audiences. Do not take with alcohol. Sealed for your 
protection - do not use if safety seal is broken. Substantial penalty for early withdrawal. Do not write below this line. Falling rock. Use seatbelts even with airbags. Do not stop on railroad tracks. Lost ticket pays 
maximum rate. Your canceled check is your receipt. Add toner. Place stamp here. Avoid contact with skin. Sanitized for your protection. Employees must wash hands before returning to work. Caution, coffee is 
served HOT. Be sure each item is properly endorsed. Sign here without admitting guilt. Slightly higher west of the Mississippi. Employees and their families are not eligible. Beware of dog. Contestants have been 
briefed on some questions before the show. Filmed in front of a live, studio audience. Call now to ensure prompt delivery. Leave off the last S for savings. Calls may be monitored for quality assurance or training 
purposes.  Please make your selections from the following menu.  All representatives are still busy assisting other callers. Please stay on the line and a representative will be with you when they feel the need.  
Please call back during our normal business hours.  You must be present to win. Winners need not be present to win. No passes accepted for this engagement. Do not use this product with a petroleum based 
lubricant. No animals were harmed in the preparation of this web site. Shading within a garment may occur. Use only in a well-ventilated area. Keep away from fire or flames. No soliciting. Bridge freezes before 
road surface. Stop, get ticket. Right lane must turn right. Left lane must turn left. Middle lane must make up their damn minds. This site runs on unleaded fuel only. Objects in mirror may be closer than they 
appear. Buses and carpools with two or more people only. No hitchhiking. Components may be hot. Silica gel - do not eat. Not to be used in conjunction with any other offer. Details on reverse side. Shoplifters 
will be prosecuted to the fullest extent of the law. We reserve the right to check all bags, coats & personal belongings upon exiting this page. Recycle. Fragile - handle with care. This side up. No jumping or diving. 
No running by the pool. Register has less than $50 after dark. Driver does not carry cash. No swimming unless lifeguard is present. Swim at your own risk! Please do not wade in fountain. Guaranteed low prices. 
Not transferable. Actual size not shown. Contents under pressure. Do not intentionally inhale vapors. Replace with same type. Approved for veterans. Please be kind, rewind. Booths for two or more. Check here if 
tax deductible. Action figures sold separately. No preservatives added. Some equipment shown is optional. Price does not include tax. Do not remove this tag under penalty of law. Hand wash only - tumble dry on 
low heat. No Canadian coins. Short circuit may cause fire. No more than 3 transactions per car. Not recommended for small children. Prerecorded for this time zone. Reproduction strictly prohibited. No alcohol, 
dogs or horses. Not for resale. List at least two alternate dates. First pull up, then pull down. Insert Tab A into Slot B. Call toll free number before digging. This space intentionally left blank. Some of the trademarks 
mentioned in this product appear for identification purposes only. Record additional transactions on back of previous stub. Unix is a registered trademark of AT&T. Do not fold, spindle or mutilate. No transfers 
issued until the bus comes to a complete stop. Doors do not rebound or bounce back. Your mileage may vary. This article does not reflect the thoughts or opinions of either myself, my company, my friends, or my 
cat. Don't quote me on that. Don't quote me on anything. All rights reserved. Patent pending. For external use only. Avoid extreme temperatures. Avoid contact with eyes and skin. Do not puncture, incinerate, or 
store above 120 degrees Fahrenheit. Do not place near a magnetic source. Smoking could be hazardous to your health. The best safeguard, second only to abstinence, is the use of a condom. No salt, MSG, 
artificial color or flavoring added. If ingested, induce vomiting. Offer valid only at participating locations. Slightly higher west of the Rockies. Allow four to six weeks for delivery. You may distribute this article freely, 
but may not make a profit from it. Illustrations are slightly enlarged to show detail. If something offends you, lighten up, get a life and move on. This list was current at the time of printing. Terms are subject to 
change without notice. All decisions are final! This supersedes all previous notices.

Disclaimer does not cover misuse, accident, lightning, flood, tornado, tsunami, volcanic eruption, earthquake, hurricanes, or other acts of God, neglect, damage from improper use, incorrect line voltage, 
unauthorized use, unauthorized repair, improper installation, typos, broken antenna or marred cabinet, missing or altered serial numbers, electromagnetic radiation from nuclear blasts, sonic boom vibrations, 
customer adjustments that are not covered in this list, and incidents owing to an airplane crash, ship sinking or taking on water, motor vehicle crashing, dropping the item, falling rocks, leaky roof, broken glass, 
disk failure, accidental file deletions, mud slides, forest fire, hitting of a deer, milk coming out of your nose due to laughing while drinking, or projectiles, which can include, but are not limited to, arrows, bullet 
shots, BBs, shrapnel, lasers, napalm, torpedoes, emissions of X-rays, Alpha, Beta and Gamma rays, knives, stones, etc. 

This notice supersedes all previous notices.
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Invasion of the Drones!
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• FAA estimated 1.6 million drones sold in 2015 alone!

• US sales may top 2.8 million drones in 2016

• Worldwide consumer drone sales est. to be in billions of $ by 2018-2020

• Amazon is selling more than 10,000 drones a month

• FAA estimates global drone sales could exceed $90 billion in a decade, equating to 
200,000 units sold each month. 

• A drone popular in the US is called the “Phantom” by Chinese drone maker DJI:

– Annual sales zoomed from $4.2 million in 2011 to $130 million in 2013. 

– 2015 sales estimate = $1 billion!

• Technology experts are bullish about future sales of drones
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What are “drones”?
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• “Drone” = slang

• drone = aircraft

• UA = Unmanned Aircraft

• UAV = Unmanned Aerial Vehicle

• UAS = Unmanned Aerial System
– Includes: 

– Vehicles

– Operator

– Radio Controller

• RPA = remotely piloted aircraft systems

• Difference between recreational & Commercial drone?
– none!

Amazon.com

Target (in store)
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Brief history of the drone
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• 1800’s
– 1849, Austria v. Republic of Venice, 200 pilotless balloons loaded with bombs 

– 1861, US Civil War, Union forces used balloons for aerial reconnaissance

– 1898, Spanish-American War, US fitted camera to a kite to gather intel

• WWI
– British Royal Navy, radio-controlled Queen Bee, used for target practice

• WWII
– German V-1, flew 150 miles before dropping 2,000 lb bomb

• Cold War
– US Flying Bombs, officially known as “drones,” target practice for military pilots

– US Ryan Firebee Drone & Lightning Bugs, remote pilot, camera, dropped bombs

– Israeli Scout & Pioneer, pre-cursor to modern military drones, gather photo intel

• 1990’s to Present
– Modern combat drones first used in the Gulf Wars

– 2002, flew 200 combat drones, since then, 11,000 combat drones flown
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Drones are very popular with the public
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• Rock concerts use drones to get close up of band, e.g., Enrique Inglesias, YouTube

But the are not popular with everyone!
• April 2014 – Deer Trail, CO considered drone hunting licenses

• Nov 2014 - Modesto, CA man shoots neighbor’s drone out of the sky, thought was “CIA 
surveillance device.”  

– Drone operator wins suit for $1,000 to replace drone

• June 2015 - Huntington Beach, CA shirtless man swats drone out of air, filming instructional 
video

– $1,300 drone, man afraid that drone would fly over his home 

• July 2015 - Kentucky, man shoots down drone hovering above yard

– Court drops criminal firearm discharge charge, “had a right to shoot”!

– Jan 2016: Drone operator sues, says wasn’t trespassing

– P alleges airspace above property was NAS, D had no right to shoot

– Court will settle gray area of law: airspace rights of property

– Boggs v. Meredith, W. Dist. KY, J an 2 016
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Motion pictures
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• Hollywood was first major commercial industry to receive limited licensing 
from the FAA to fly drones.

• Motion Picture Association of America ("MPAA") successfully applied for FAA 
exemptions on behalf of seven film companies for to fly drones for filming. 

• MPAA argued that flying drones would be:
– much safer than flying helicopters for aerial filming. 

– Keep filming in the U.S. 

– Movies like the Lord of the Rings Trilogy and James Bond, Skyfall, were shot 
outside of the U.S. with the use of drones.

• FAA exemptions for closed-set filming are becoming increasingly common.
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Agricultural and Farm Surveys
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• Farm field surveillance one of very common commercial drone uses in US
– Though few farmers have FAA clearence

• Drones can help yield better crop!  Think of farms covering hundreds of acres
– The PaceSetter ($17,500) can map 160 acres in 10 minutes

• The eBee ($23,000) takes infrared pictures of a field and uploads the data to 
a handheld device, like an iPad. 
– Helps a farmer determine where his crop field needs more water or fertilizer

– Can upload information to a tractor for immediate change in production strategies 
to improve yield. 

• Japan using Yamaha’s RMAX unmanned helicopter ($100,000) for more 
than 20 years
– In 2010, 30% of Japan’s rice fields and 1,000 hectares farmland sprayed with 

unmanned helicopters. 



Anthony Mormino, Casualty Actuarial Society, RPM Seminar, March 2016

Real estate and marketing photography
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• Drone photos of homes for sale become very popular and common

• Douglas Trudeau was the first real estate agent to be approved for drone 
photography by the FAA (approved in January, 2015). 
– He is approved to take photos and video of available real estate for marketing 

purposes. 

• A handful of real estate agents have FAA permission, most do not 

• Use of drones for real estate sales photos or video now common around the 
world
– Australian Eview Real Estate used pictures taken by a drone to advertise a property

– Did not realize they included an image of a neighbor, Mandy Lindgard, sunbathing 
in just a thong in her back garden.

– Eview unintentionally published photos of to market a neighboring property

– Posted photo in ads in a magazine, on the internet, and a billboard

– Removed the advertisements when error realized
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Insurance Underwriting and Claims

15

• Insurance companies received FAA permission to use 
drones for claims and UW

• Plan to use drones for roof, home, and building 
inspection

• Combination of drones with infrared technology is especially 
powerful and efficient
– An asphalt shingle can be seen with enough detail to count surface granules is 

achievable, so being able to review hail damage (or lack of it), nail pops, roof 
blisters, and other common issues remotely is possible.

• Fly drones over disaster site to assess the extent of the 
damage for more accurate claim evaluation.
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So many potential commercial drone uses . . .

16

• Power, Oil, & Gas Infrastructure Mapping
• Precision aerial surveying oil, power, and gas facilities

• Flare Stack & Utility Pole Inspection
• Safer way check on miles of power lines and pipelines

• Cell Tower Inspection*
• Cell towers can be very tall and are numerous, need to be 

inspected regularly for safety.
• Cargo train and track inspection

• Some rigs can be very long, traverse remote rail lines
• Drones as a Service*

• FAA approved use of a fleet of 324 drones, Sept 2015
• Start up company called “Measure” based in Wash, DC
• Drone consulting and service provider

• Focus: data collection , no package delivery
• Agriculture, oil and gas, insurance, other industries that 

need aerial photography and other data
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First thousand FAA permits

17

The first 1,000 exemptions span more than 25 major industries:

• General aerial photography, 512
• Real estate, 350
• General aerial surveying, 301
• Agriculture, 164
• Construction, 134
• Film and television, 91
• Utility inspection, 78
• Environmental uses, 61
• Search and rescue, 52
• Emergency management, 38
• Insurance, 25

Source: AUVSI - http:/ / auvsilink.org/ advocacy/ Section333.html



Drone Law & Regulation
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Everything is new!

19

• Modern drones are new, operators are new, the law is new

• Most countries’ aviation laws didn't originally contemplate public use of 
drones

• Law is catching up to technology

• US regulation of drones in state of flux
– US drone regulations currently complicated, some legal issues open or unclear

– Change: FAA published new draft drone rules Feb. 15, 2015 for comment
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Drones are a federal affair

20

• US Supreme Court – US v. Causby - 194 6

– Airspace above above US land is  in the public domain

– Flights  over private land regulated by FAA

– Flights over private land not a “taking” by the feds

• US federal government

– Primary regulator of national airspace

– All government, military and civilian purposes

– Federal Aviation Administration (FAA) - 19 2 6
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FAA Enforcement: Details hundreds of reckless drone 
sightings

21

• Reckless drone operation is driving FAA rules and enforcement!

• 2014:

– March: US Airways flight over Tallahassee FL nearly collides with UAS at 2 ,3 0 0  ft.

– May – Unauthorized UAS crashed into stands during event, Virginia Motor Speedway.

– J uly – pilot of passenger airplane at 2 ,2 0 0  ft. saw drone pass underneath near DCA.

– Oct – In the UK, passenger aircraft landing county of Essex nearly collides with UAS.

• Jan. 26, 2015 (3am) – Small drone crashes into tree on White House lawn

• The international ski federation is  banning camera drones from its  World Cup 
races after one of the flying objects  crashed and nearly hit Austrian skier 
Marcel Hirscher during a s lalom in Italy.

• 2015 alone, FAA received reports of over 1,000 close encounters with planes
– Dozen cases of drones flying near aircraft attempting to fight wildfires  in California, 

forcing groundings and delays in battling the blazes

• FAA worried about reckless drone operators!
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Current Federal law regulating drones not entirely clear
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• Unclear - 1981 to 2008: FAA issues numerous guidelines on

– Voluntary rules for operation of “model aircraft”, non-commercial & recreational (non-binding)

– Strict guideline for commercial operation but not properly enacted

– Result:  rules for commercial drone operation unenforceable

• Clear - FAA Guidance for recreational use

– 5 5  pounds or less

– VLOS

– No permit required

– Voluntary safety rules

– No commercial use whatsoever

– Reckless or commercial use = FAA can levy big fines

• Clear - FAA regulations for non-Recreational Use

– Government or government funded or research use (schools , colleges, police, fire, municipalities)

– Certificate of Waiver or Authorization (COA) required

– Commercial non-government use

– Special Airworthiness Certificate (SAC) required

• Both COA & SAC require operator to have a pilot's license = compliance low!

<55 pounds
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Drone users fight FAA – court decisions make law unclear
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• Huerta v. Pirker (2011): Advertising firm takes/ sells photos of university via drone
– FAA says photographer (Rafael Pirker) reckless

– FAA says Pirker needed an SAC or permit for commercial use

– FAA fine Pirker $10,000 (settled for $1,100)

– Admin judge rules 

– FAA model aircraft rules are voluntary

– FAA’s regs on commercial use of model aircraft unenforceable because (1) were for 
internal use only, or (2) not properly enacted

– NTSB issues decision:

– FAA has authority to regulate and fine unsafe use of “aircraft”

– Let stand Admin judge’s ruling, FAA rules for commercial use unenforceable = law 
unsettled!

• UAS America v. FAA (2014)
– Commercial and model aircraft interests sue FAA to stop enforcement of new (post-

Pirker), restrictive FAA rules on commercial use of drones, case on hold

– Can FAA enforce its rules while challenge pending?
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• FAA reported on Oct 6, 2015 a fine for drone startup SkyPan International
– Specializes in panoramic photographs of city skylines.

• Fine of $1.9 million for allegedly conducting 65 drone flights 
– without the required authorization

– near airports without control tower permission

– lacked other gear required by FAA

• Largest civil penalty ever by FAA on a drone company

• Between March 2012 and December 2014, allegedly flew drones over NYC 
and Chicago to take aerial imagery. 

• SkyPan filed for license (§333 exemption) in Dec. 2014, received April 2015

• Retroactive application, seems clear FAA getting tough, setting example!

FAA Fines drone startup $ 2  million for unlicensed flights

24
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The FAA Modernization and Reform Act of 2012 (FMRA)
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• Congress provided specific guidance to the FAA as respects the regulation of drones:

– Defined drone as an "unmanned aircraft system" or UAS

– Instructed the FAA to "develop a comprehensive plan to safely accelerate the 
integration of civil unmanned aircraft systems into the national airspace system . . . 
[no] later than September 30, 2015

– Section 333 of FMRA: FAA has authority to give exemptions to COA or SAC as long as 
safe to operate in the National Airspace System (NAS)

– Relaxed application requirements

– Pilot’s license still required but can be private OR recreational or sport

– No medical certificate required

– Guidelines for Submitting a Petition for Exemption: 
http:/ / aes.faa.gov/ Petition/ home.html

• Section 333 exemptions = Today main way get permission to operate

– FAA issued 3,500+ SAC exemptions to date, summary grants (quick)

– FAA issued ~600 COAs as of 2014 mostly to universities, military, gov’t agencies, 
municipal police departments
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FAA proposes new rules for commercial use, lowers the bar
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• Published draft rules February 16, 2015

• Lead to new era in US in which UAS flights become common!

• Huerta: “Most flexible regime for small drones in the world”

• Drone interests favors new rules, good first step!

• New and simple process for commercial operators 55 pounds or less
– Operational requirements much easier!

• 60 day period of public comment is over, FAA mulls

• Final rules could be published as soon as 2016, maybe 2017

– Means current SAC & COA requirements remain in 
force (or get exemption)
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Details of FAA’s New Proposed Rules
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• Operator passes written exam every 2 years for FAA certificate

– Cost $150

– FAA will publish all info needed to pass exam

– No medical test, no pilot license required (required today for § 333 exemption)

– Background check by DOT

• Safety rules must be followed!

– Weigh 55 pounds or less

– Max 500 feet above ground & max 100 MPH

– Daytime flight only

– VLOS

– No flights near airports or over people

– Always cede way to manned aircraft even if risk loss of drone

• Goal: Less burdensome rules = more compliance, lower 
enforcement costs

• No effect on existing voluntary FAA recreational drone rules, except reckless

10o
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Flying a drone away from other aircraft can be complicated!
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Source:  FAA 
iOS app, 
B4UFLY

“airports” 
include actual 

airports, 
regional, 

municipal, & 
commercial + 
hospital and 

police 
“heliports”
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FAA's Pathfinder Program

29

• Existing and new FAA's UAS rules: operate only during day light hours and only 
within the visual line of sight of the UAS operator.  
– Big impediment to unlocking the full potential of commercial UAS, e.g.,

– Inspecting or spraying crops on large commercial farms, 

– delivering small packages to remote consumers

– Insurance companies that want to underwrite or claim adjust remote risks

• To try to mitigate this problem, on May 5, 2015, FAA announced its "UAS 
Pathfinder Program"
– Research ways to extend commercial UAS operations outside the current visual line 

of sight limitation.

– Partners: CNN, PrecisionHawk, BNSF Railroad, & CACI Int’l

– Evaluate drones for news gathering, rail inspection, use in vicinity of airports.

• First FAA-approved test package delivery success: July 2015, “Flirty,” 
medicine, rural Virginia 

• Success for the Pathfinder program would open the door to potentially even 
larger scale use of UAVs by insurance companies.
– Sell drone insurance coverage + use drones in claims and UW
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FAA Requires Registration of Drones with DOT
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• FAA issued its requirement that recreational drone users must register aircraft 
with Department of Transportation:

– Hobby drones never flown purchased after December 21, 2015, register 
before first flight

– Hobby drones purchased & flown before December 21st, register by Feb 19, 
2016

– Non-hobby drones register using same hobby drone registration: March 31, 
2016

• Registration on-line, $5 for each non-hobby drone, $5 for entire fleet of hobby 
drones, good for 3 years

• FAA issues registration number to be marked on drones’ hulls

• Goal:  forcing owners to register drones will make them think twice about 
responsibility to fly safely, could be held accountable for an accident.

• Penalty for failure to register:  FAA interim rule says may “result in civil 
penalties up to $27,500. Criminal penalties for failure to register can include 
fines of up to $250,000 . . . . and/ or imprisonment up to 3 years.”

– Enforcement: FAA v. local police departments?
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Drone Regulation in Other Countries

31

•Do you need permission from Transport Canada to fly?
–No permission required:

– Recreational use + less than 35 kgs/77lbs
– Commercial use + less than 25kgs/55lbs 

(exceptions where SFOC needed)
–SFOC required:

– Recreational use + more than 35kgs/77lbs
– Commercial use + more than 25kgs/55lbs

– Mainland Europe operates under the jurisdiction of 
the European Aviation Safety Agency (EASA),

– Need certification in any situation
– Certification granted on a case-by-case basis
– Requests proposing flight in unpopulated areas 

usually approved

•Brazil a leading player in UAV use:  Uses 
UAVs to patrol its borders
•No laws that cover civilian use

•No Civil Aviation Authority regulations on UAV users
•Government encourages UAV use
•UASs used to monitor drug trafficking and university 
research.

•UASs have been in use since 1980
•Mainly agricultural purposes –response to aging 
farming population
•Vast majority of crops are sprayed using 
unmanned helicopters and drones•20 kg (or 44 pounds) – considered “small unmanned 

aircraft”
•Need “Permit to Fly” classification, relatively easy to 
acquire
•If heavier or used for aerial photography requires a 
“Permit to Carry Out Aerial Work;” has tougher 
restrictions
•Pilot qualification, design & construction certificates.

•An “Unmanned Aircraft System” profit-seeking 
“air work,” has requirements including pilot 
certification, but relatively easy to meet
•“model aircraft, flown for sport & recreation and 
education,” which essentially are not regulated 
(except VFR required)
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Drone Insurance 
Legal Issues

32
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Insurability: Potential legal issues raised by use of drones
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• Violating FAA Rules

– Fines can be very large

– Injunction stopping use

– Ex. § 336 FMRA requires recreational drone operators give notice to airports within 5 miles of 
use.  Will every model aircraft user comply every time?

• Physical damage and bodily injury

– What if your drone crashes into property or people on the ground?

– State tort laws may impose liability, negligence and strict liability

– BUT drone strikes a passenger plane? Loss could be in the tens of millions!

• Nuisance

– Depending on drone size, noise or kicking up dust onto neighbor's property

– Interfere with neighbor's use of property = lawsuit for nuisance

• Trespass

– State laws prohibiting drone use over private property without owner consent, private cause of 
action 

– Some states prohibit use of drone to capture of image with intent of surveillance

– Property boundaries may sometimes be difficult to notice for a drone operator
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• Oct. 4, 2015 - California governor 
vetoed measures to: 

• criminalize drones from flying over 
schools or prisons, and 

• allowed emergency personnel to 
shoot down a drone if it came into 
a fire zone.
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Insurability: More potential legal issues in use of drones
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• Invasion of privacy

– By private individuals: 

– Some states passed laws forbidding photos or video by drones (TX, ID, MO)

– Reasonable expectation of privacy then publication?

– Abuse by law enforcement/ gov't:

– US 4th Amendment, unreasonable searches

– Some US states require police to obtain search warrant to gather criminal evidence by drone

– New draft US federal privacy rules introduced Feb 2015 for gov’t & private use

• Stalking and harassment

– Drones could be used by criminal voyeur or stalker and in harassment by paparazzi

• Wiretap laws

– Drone could be used to intercept oral communications

– Commercial microphones can record sound up to 300 feet away

– Could violate federal wire tap statutes

• In sum: Simple to operate, but quietly create complicated legal problems for 
users and their insurance companies
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• Fully leveraged, drone use in underwriting and claims has big benefits
– Cut audit or adjustment costs – send multiple drones to multiple risks, not people

– Reduce risks to people – no ladders on roof tops, no adjusters in dangerous areas

– Provide better data and insight – get big picture aerial views, infra-red data

• Drone insurance = completely new market for insurance products
– Potential new source of business

– Currently no limits on which type of insurers can write, so open to all

– Sell as stand alone

– Sell as add on to existing products

• Drones present big potential risks but also big potential rewards!

Takeaways

36
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Legal notice
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©2016 Swiss Re. All rights reserved. You are not permitted to create any modifications 
or derivative works of this presentation or to use it for commercial or other public purposes 
without the prior written permission of Swiss Re.

The information and opinions contained in the presentation are provided as at the date of 
the presentation and are subject to change without notice. Although the information used 
was taken from reliable sources, Swiss Re does not accept any responsibility for the accuracy 
or comprehensiveness of the details given. All liability for the accuracy and completeness 
thereof or for any damage or loss resulting from the use of the information contained in this 
presentation is expressly excluded. Under no circumstances shall Swiss Re or its Group 
companies be liable for any financial or consequential loss relating to this presentation.
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