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What is a drone?

A drone is an unmanned aerial vehicle (“UAV”).  An unmanned aircraft system (“UAS”) includes 
the UAV, ground-based controller, and communication system.  A drone can fly, hover in one 
place, or return home as directed by its operator.  The operator can view a drone’s camera 
image via smart phone or tablet.  

Drones were expensive when they first appeared for sale, but there are numerous models 
available in the $500-3000 price range that are suitable for many commercial purposes.   
Most drones are battery operated and capable of flight for 
30 minutes or less.  Some drones are equipped with an 
integrated camera while others allow for camera mounting.  
A range of options are available including automated flight 
features, auto-follow to fixate on a moving person or object, 
obstacle avoidance sensors, ultra high definition video 
resolution, and infrared technology to detect leaks.  More 
than 2,000,000 drones were sold in 2016 and more than 
20,000 commercial drones have been registered with the 
Federal Aviation Administration (“FAA”).  The number of 
commercial drones is expected to increase dramatically  
due to a change in FAA rules that was effective on  
August 29, 2016.

What kinds of businesses are using commercial drones?

Drones are most commonly used for aerial photography in a diverse range of industries 
including real estate, construction, engineering, agriculture, insurance, logistics, security, and law 



enforcement.  Drones are being used to market real estate, inspect infrastructure, review property damage, 
survey inaccessible areas, measure stockpiles, manage inventory, assess damage after a natural disaster, 
monitor dangerous conditions, and even deliver packages.     

The FAA reports that the top uses of commercial drones are aierial photography and real estate.  Drone 
photography and video may seem novel and unusual now, but many industry sources expect aerial 
photography to be standard in the future when marketing properties of all types.  There are vendors who 
offer drone based aerial photography packages especially for the real estate market.  Drone photography 
can be used for large properties that don’t photograph well due to their size, unusual properties, properties 
with multiple building on a single lot, and properties with special features like a waterfront location.  The 
National Association of Realtors provides extensive guidance in its Field Guide to Drones and Real Estate 
which can be found at https://www.nar.realtor/field-guides/field-guide-to-drones-and-real-estate.

How are drones regulated? 

The FAA does not require hobby or recreational drones to be registered.  However, FAA Part 107 applies 
to the commercial operation of small UAS that weigh between .55 pounds and 55 pounds.  Before August 
29, 2016, the FAA required a full pilot license to operate a drone.  The new rules are much simpler so that a 
Remote Pilot Certificate can be obtained for about $150.  However, the rules remain strict and the penalties 
are severe since drones have the potential to cause property damage, bodily injury, and other problems.  
During a 22 month study by Bard College, more than 300 close encounters between manned aircraft and 
drones were reported, including 90 incidents of drones flying within 500 feet of a commercial aircraft.  

What are the requirements to obtain a Remote Pilot Certificate from the FAA? 

• Minimum age 16 years old

• Pass an aeronautical knowledge test at an FAA-approved Knowledge Testing Center or be a licensed 
pilot that has successfully completed a flight review within the past 24 months

• Transportation Safety Administration background check

The Remote Pilot Certificate does not expire but operators will need to pass an aeronautical knowledge test 
every 24 months.  The test has a 2 hour time limit and can be retaken after 14 days if it is not passed.  More 
than 40,000 Remote Pilot Certificates have been issued.

How do I register a drone? 

After obtaining a Remote Pilot Certificate from the FAA, every commercial drone flown outdoors must be 
registered which involves completion of an on-line form and payment of a $5 fee.  Commercial drones 
must be marked with the FAA registration number and the operator needs to carry the Certificate of Aircraft 
Registration while operating the drone.  Failure to register a commercial drone could result in civil penalties 
up to $27,500.  Criminal penalty fines up to $250,000 and/or imprisonment up to 3 years is also possible.  
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What rules apply to drone operation? 

FAA Part 107 rules include: 

• Preflight inspection and records required

• Class G uncontrolled airspace

• Must keep the aircraft within the operator’s visual line-of-sight

• Must fly less than 400 feet above ground level

• Must fly during the day with visibility of 1 mile or more

• Must fly at or below 100 mph

• Must yield the right of way to manned aircraft

• Must not fly over people

• Must not fly from a moving vehicle unless it’s a sparsely populated area

 

Note that a Waiver Request Form is available to address Part 107 rules and requests to operate a drone in 
controlled airspace.  

In addition to federal rules set by the FAA, commercial drone operation may be subject to state and local 
rules.  Beware of no drone zones where municipalities have outlawed drone use entirely.  For example, 
Washington DC is a no drone zone because it has the most restricted airspace in the country.  Cities and 
towns that are located within 15 miles of Ronald Regan Airport are included in the no drone zone. Drones 
are also prohibited at many sporting and special events.  Drones can interfere with firefighting operations 
and may not be allowed near a disaster area even if there is no Temporary Flight Restriction in place. In 
order to navigate the ever-changing restrictions, the FAA provides a free mobile app called B4UFLY that 
contains updated airspace restrictions based upon GPS coordinates.  

What can go wrong with drone use?

Property Damage example: 

On August 4, 2015, an amateur drone operator lost control of a drone that struck the 28th floor of the Great 
American Tower in downtown Cincinnati.  A window was shattered and pieces of glass fell on the garage.  
Done operation is not permitted in the downtown area so the operator was arrested.  He plead guilty to one 
count of misdemeanor criminal mischief.        

Bodily Injury example: 

A groom was sued by two guests at his New Hampshire wedding after his drone crashed into them while 
they were enjoying a dance in the reception tent.  Suit was filed in Rockingham County to recover for 
injuries including a fractured orbital bone, fractured nose, concussion, and laceration requiring 20 stitches.  
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Privacy Invasion example:

In July 2015, a Kentucky man known as “the Drone Slayer” shot down a drone that he alleged was 
trespassing and had violated his right to privacy when flying over his property.  The drone owner filed suit 
in federal court to recover damages of $1,500 to repair or replace the drone, in addition to seeking a legal 
determination that flying over someone else’s property is not considered trespass.  The case was dismissed 
in March 2017 when the judge ruled in favor of the shooter’s Motion to Dismiss, finding that federal court 
was not the proper venue.    

Is commercial drone use covered under my Great American professional liability insurance 
policy?

Real Estate Professional Errors & Omissions Insurance Policy 

Coverage is available for Personal Injury in the form of invasion of the right of private occupancy of a 
premises and oral or written publication of material that violates a person’s right to privacy except where the 
publication arises out of advertising activities conducted by or on behalf of any Insured, up to the full policy 
limit of liability.  Drone photo or video footage obtained in connection with a client’s individual property listing 
would not be considered an advertising activity.          

While Property Damage and Bodily Injury are excluded in the 2015 version of our Policy form, a new feature 
applies to Policies issued after 11/1/2017 and previously issued Policies, pursuant to the Liberalization 
clause found in Section X.L. of the Policy and subject to state approval.  Under the Drone + Bodily Injury/
Property Damage Coverage Endorsement, Drone Claims are covered up to the full Policy limit of liability.  
The new coverage applies to Drone claims that are first made and reported after the date of state approval 
for the Drone endorsement.  Note that this coverage only applies to Drone operation that complies with FAA 
requirements and the applicable jurisdiction.  Further, this coverage may not be available in all states.    

Real Estate Appraisers Errors & Omissions Insurance Policy

Coverage is available for Personal Injury in the form of invasion of the right of private occupancy of a 
premises and oral or written publication of material that violates a person’s right to privacy except where the 
publication arises out of advertising activities conducted by or on behalf of any Insured, up to the full policy 
limit of liability.      

While Property Damage and Bodily Injury are excluded in the 2015 version of our Policy form, a new feature 
applies to Policies issued after 11/1/2017 and previously issued Policies, pursuant to the Liberalization 
clause found in Section X.L. of the Policy and subject to state approval.  Under the Appraisers Drone + 
Bodily Injury/Property Damage Coverage Endorsement, Drone Claims are covered subject to a $25,000 
sub-limit and $1,000 deductible.  The new coverage applies to Drone claims that are first made and 
reported after the date of state approval for the Drone endorsement.  Note that this coverage only applies to 
Drone operation that complies with FAA requirements and the applicable jurisdiction.  Further, this coverage 
may not be available in all states.      
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Is commercial drone use right for my company?

Commercial drones provide an important new tool for many businesses including real estate professionals.  
Drone-based aerial photography provides a novel and exciting way to market properties and could even be 
used in the appraisal process.  Drones can provide quality video and images that are more accurate than 
a personal observation, they can eliminate the need to send people to dangerous or unstable locations, 
and drones can reduce the number man hours required to perform a task.  These possibilities need to be 
weighed in consideration with the time and expense associated with obtaining and maintaining a Remote 
Pilot Certificate, purchasing and registering a drone, and accepting liability or purchasing insurance to 
address the potential liability associated with commercial drone usage.  If these factors seem overwhelming, 
consider hiring a licensed drone operator before diving into the world of drone ownership.

There are vendors who offer drone based aerial photography packages especially for the real estate market.  
Drone photography can be used for large properties that don’t photograph well due to their size, unusual 
properties, properties with multiple building on a single lot, and properties with special features like a 
waterfront location.  The National Association of Realtors provides extensive guidance in its Field Guide to 
Drones and Real Estate which can be found at https://www.nar.realtor/field-guides/field-guide-to-drones-
and-real-estate. If you decide to hire someone to provide commercial drone services for your real estate 
company, we suggest a written contract for the drone services, obtain written permission from the property 
owner, view the drone operator’s FAA Part 107 Operator Certificate, and make sure the drone operator has 
liability insurance that specifically covers drone piloting for real estate photography.     
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Great American Insurance Group’s roots go back to 1872 with the founding of its flagship company, 
Great American Insurance Company. Based in Cincinnati, Ohio, the operations of Great American 
Insurance Group are engaged primarily in property and casualty insurance, focusing on specialty 
commercial products for businesses, and in the sale of traditional fixed and indexed annuities.

Great American Insurance Company is currently rated “A+” (Superior) by A.M. Best, and has received 
an “A” (Excellent) or higher rating from the A.M. Best Company for more than 100 years.* The 
members of the Great American Insurance Group are subsidiaries of American Financial Group, Inc. 
AFG’s common stock is listed and traded on the New York Stock Exchange under the symbol AFG.

A Company You Can Count On

The Herbert H. Landy Insurance Agency, Inc. (“Landy”) is the exclusive program administrator for Accountants, 
Real Estate Agents and Brokers and Real Estate Appraisers professional liability products. Policies are written 
nationwide, with the exception of Alaska and Louisiana.

75 Second Avenue  |  Suite 410  |  Needham, MA 02494  |  800-336-5422  |  www.landy.com

*A.M. Best rating affirmed August 11, 2017
The information presented in this publication is intended to provide guidance and is not intended as a legal interpretation of any federal, 
state or local laws, rules, or regulations applicable to your business. The  risk management information provided is intended only to as-
sist policyholders with recognizing possible exposures. In providing such information, Great American does not warrant that all potential 
exposures have been evaluated or can be controlled. It is not intended as an offer to write insurance for such exposures. The liability 
of Great American Insurance Company and its affiliated insurers (“Great American”) is limited to the terms, limits and conditions of the 
insurance policies underwritten by any of them. The claims and coverage scenarios in this newsletter are provided to illustrate possi-
ble exposures faced by your business.  The facts of any situation which may actually arise, and the terms, conditions, exclusions, and 
limitations in any policy in effect at that time, are unique. Thus, no representation is made that any specific insurance coverage applies 
to the above claims scenarios. Product may not be available in all states. Coverage description is summarized. Refer to the actual 
policy for a full description of applicable terms, conditions, limits and exclusions. Policies are underwritten by Great American Insurance 
Company, an authorized insurer in all 50 states and DC. Great American Insurance Group, 301 E. Fourth Street, Cincinnati, OH 45202. 
5261-PLD-1 (11/17)
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