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UAV: A New Exposure
on the Horizon

Walid Sidani looks at
the various factors
that need to be taken
into consideration
while insuring drones.
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T

he MENA region is rapidly
embracing
innovation
and
automation to drive efficiency
and
customer
satisfaction
particularly in the aviation and
transportation sector. The commercial
use of unmanned aerial vehicles (UAV),
or what are popularly known as ‘Drones’,
has increased drastically over the last two
years, and this trend will continue as new
modes of transportation are adopted to
get goods and services delivered faster for
cheaper rates.
New exposures are created as new use
of aviation transportation technology
is adopted. Insurance and reinsurance

risk managers have been successful in
anticipating these emerging risks and
have created comprehensive risk transfer
solutions to effectively address such
exposures.
The most frequent uses of commercial
and industrial drones that we have
witnessed are related to the following
sectors:

Journalism, Filming
Aerial Photography

and

Drones
are
used
in
sports
photography
and
cinematography
which
introduces
the ability to collect live footage and
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information for commercial and editorial
use. Aerial photography for the real estate
market is becoming more popular also.

with little threat to others. Near-infrared
sensors can be tuned to detect crop
conditions.

Logistics — Companies like

Traffic Control — Helps with

Amazon, UPS and DHL see its
potential. Drones can be used
to deliver small items such as pizzas,
letters, medicines, beverages etc. at short
distances.

crowd surveillance, public
safety and vehicular traffic.

Disaster Management —
Equipped with high definition
cameras and radars, drones give
rescuers access to a higher field of view.
They can provide a close-up view of areas
where larger aerial vehicles would prove
perilous or inefficient.
Emergency
Rescue —

Search

and

With thermal
sensors, drones can quickly
discover the location of lost persons
and are particularly useful at night or
in challenging terrain. The search and
rescue mission is a battle against time,
particularly in unreachable terrain.

Geographic Mapping —
Drones can reach difficult-toaccess locations like eroded
coastline or mountaintops and acquire
very high-resolution data to create 3D
maps. The technology is already available
to amateurs and professionals, enabling
them to collect data and instantly
download the imagery.
Structural Safety & Risk
Inspections — Drones can
provide faster access to highquality, real-time visual inspections. The
inspection of complex infrastructure
including off-shore facilities will benefit
from regular aerial monitoring. It also
provides the ability to sense in three
dimensions, take thermal readings
and to detect metal strain and evaluate
the structural integrity of critical
infrastructure.

Agricultural Monitoring —
Agricultural use of drones is
taking off in a big way globally.
The reasons include the need to closely
monitor crops to improve management
and yield, the need to do this more
regularly and cost effectively and to
protect the environment of private land

Construction Management
— The aerial monitoring of
construction
project
sites
provides a new dimension during all
phases of a project life cycle. Aerial
photography can enable the project team
to develop a 3D image to help monitor
project progress remotely.

Weather Tracking — Sending
drones into hurricanes and
tornadoes
provides
new
insight into their behavior and trajectory.
Unmanned systems are the best approach
to these dangerous situations and with
specialised sensors to detail weather
parameters, new insight becomes possible.
The two prominent safety concerns are
mid-air collisions and loss of control. A
collision can occur if the pilot cannot see
and cannot avoid other aircraft in time.
Most at risk are manned aircraft, which
fly below 500 feet, such as helicopters,
agricultural planes and aircrafts landing
or departing from airports. The issue gets
further complicated when you consider
the business interruption exposure that
arises from the disruption of airport
activity among other factors during an
investigation.
Loss of control can result from system
failure (battery or blade damage) or flying
beyond the signal range of the drone.
Damage from “foreign objects” where
a collision involving a UAS striking the
engine of an airliner could cause hull
significant damage and potential loss
of life.
Besides the exposure to the drone hull,
the greatest risk for drone owners and
operators is in liability to third parties.
If a drone being used for commercial
purposes causes bodily injury or property
damage, the owner/operator may be
subject to strict liability. Strict liability
means there’s no requirement for a third
party to prove fault or negligence against
the party that caused damage or injury
This means that an owner/operator who is
involved in an accident is at higher risk of
huge financial loss.

Walid Sidani, MANAGING DIRECTOR, KAY INTERNATIONAL
AMEA LIMITED.

Besides the exposure
to the drone hull, the
greatest risk for drone
owners and operators
is in liability to third
parties.”
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The UAE has been
on the forefront in
mandating liability
insurance protection
for commercial drones.
The minimum liability
coverage is AED3.67
million as per the UAE
rule by the DCAA.”
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Although there is no definitive method
available to determine the appropriate
liability coverage limit to select (besides
those set by regulatory bodies), the
responses to the following questions can
help guide in selecting a reasonable limit,
based on exposure:
» Type
of
customer,
customer
requirements or type of company
operating and number of people in the
immediate area of operations?
» Average number of adjacent persons per
flight?
» Composition of adjacent persons
(Employee versus Guests)?
» What assets need to be protected?
In terms of the drone hull, Insurance
policies provide physical damage coverage
on an “agreed value” basis. Essentially
both parties (insured and insurer) agree
to a stated hull value limit that reasonably
represents the value of the UAS. However
other critical factors should be considered
when determining the value of the drone:
• Is the hull financed or leased?
• Can the organisation afford to repair or
replace the hull?
• Does the organisation have more than
one hull available?
• What is the replacement cost of the
hull?
• What is the additional premium cost to
insure the hull?
• Can the organisation survive a total
loss, confiscation or disappearance of
the UAS?
Underwriters
must
evaluate
the

following criteria when evaluating drone
insurability:
» UAV type, make and model;
» UAV utilisation including operating
environment (open desert, mountainous
region, urban setting, etc);
» UAV pilot experience, qualifications and
training;
» Operator experience and attitude
towards safety;
» Operator credentials;
» Has the operator successfully completed
a CAA accredited UAV training course
or local regulatory authority equivalent
training?
» Has the operator completed 10 Hours
UAV flight time and/or completed UAV
manufacturers training course?
» Expected annual flight time;
» Has a detachable payload / accessories
(Camera, etc.) been fitted to the unit?
» Maximum take-off weight inclusive of
payload.
The compulsory minimum TPL
insurance coverage requirements imposed
in certain jurisdictions in the MENA
region is a further acknowledgement of
the emerging risks and opportunities
that come with this mode of commerce.
The UAE has been on the forefront in
mandating liability insurance protection
for commercial drones. The minimum
liability coverage is AED3.67 million as
per the UAE rule by the DCAA. Evidence
of the minimum insurance coverage
is a prerequisite to obtain an
operator license.

