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MEMORANDUM
November 17, 2015

To:  Subcommittee on Commerce, Manufacturing, and Trade Democratic Members and
Staff

Fr:  Committee on Energy and Commerce Democratic Staff

Re:  Hearing on “The Disrupter Series: The Fast-Evolving Uses and Economic Impacts
of Drones”

On Thursday, November 19, 2015, at 10:15 a.m. in room 2123 of the Rayburn House
Office Building, the Subcommittee on Commerce, Manufacturing, and Trade will hold a hearing
titled “The Disrupter Series: The Fast-Evolving Uses and Economic Impacts of Drones.”

l. BACKGROUND

The term “drone” is used to refer to unmanned aerial vehicles (UAV), aircraft operated
remotely without a pilot on board, or unmanned aircraft systems (UAS), which comprise the
UAV, the ground-based controller, and the communications connection that connects the two.*
Drones have long been used in military and hobbyist settings, but developments in technology
and federal regulation are paving the way for expanded commercial drone use.? In 2015,
300,000 nonmilitary drones are estimated to be sold worldwide.®> Consumer and commercial
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sales of drones are expected to generate roughly $125 million of revenue in the United States in
2015.4

1. GROWING CONSUMER AND COMMERCIAL USE OF DRONES

Drones for private consumer use are relatively inexpensive to purchase, some under
$100, and can be customized with a wide range of additional features.®> The Federal Aviation
Administration (FAA) predicts that about a million drones will be sold during the holiday
season.®

In addition to consumer use, drones are being considered by many businesses for use in
commercial activity.” Amazon, Google, and WalMart, among others, have announced plans to
explore the use of drones for home product deliveries.® WalMart is also planning to test drones
for checking inventories and performing other tasks aimed at making its distribution system
more efficient.® In July 2015, an Australian company conducted the first demonstration of
delivery by drone in the U.S.1°

A role for drones has been suggested in a number of non-retail industries as well,
including agriculture, advertising, and home security.!! Drones have also been suggested as a
tool for emergency responders, particularly in the case of a natural disaster when infrastructure
like roads and electricity may be unavailable.*2
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A recent industry report showed investments in drone technology from January 2015
through May 2015 totaled $172 million, which was more than the previous five years
combined.® That funding came from venture capital investments as well as from established
technology companies such as GE, Qualcomm, and Intel.X* One report predicted that by 2019,
the commercial small drone sector will generate more than $5.1 billion in revenue.®®

1. PRIVACY AND SAFETY

As the domestic use of drones has increased, so has attention to the possible safety and
privacy issues involved.'® Drones can be equipped with high-powered cameras, infrared devices,
and listening devices.!” These capabilities combined with the relatively low cost of consumer
drones raise concerns that use of the technology by individuals and law enforcement could
invade privacy rights and property rights.*® Privacy advocates and some legal scholars assert
that current privacy law is insufficient with respect to drones.®

Concerns about the safety risks posed by small drones have also been raised.?° Pilots in
particular have expressed concerns about drones flying into airspace already occupied by
airplanes.?* According to the FAA, pilots have reported unsafe drone activity about 100 times a
month so far in 2015.22 And pilot sightings of drones doubled between 2014 and 2015.%

IV. REGULATING DRONES
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A. Current Regqulation of Drones

Any aircraft operating in U.S. national airspace must be certified and registered, operated
by a licensed pilot, and have the requisite operational approvals.?* Commercial drones must be
approved for use by the FAA. FAA approval is not required, however, to fly a model aircraft
for recreational use.?® For a drone to qualify as a model aircraft, it must be operated purely for
recreational or hobby purposes, and stay within the visual line of sight of the operator.?’

Currently, there are two ways to gain FAA approval for commercial drone use.?® The
first is by obtaining a UAS Special Airworthiness Certificate, which requires applicants to
describe how their drone is designed, constructed, and manufactured, as well as how and where
the applicant intends to fly it.?° The second method is to petition for an exemption under Section
333 of the FAA Modernization and Reform Act of 2012 and obtain a civil Certification of
Waiver or Authorization.®® This exemption allows a drone to perform commercial operations in
low-risk, controlled environments.®! As of November 2015, the FAA granted more than 2,000
Section 333 exemptions to companies representing a broad range of industries, including real
estate, energy, and agriculture.®?

B. Requlatory Developments

In February 2015, the FAA announced a notice of proposed rulemaking for small drones,
as an alternative to the current process. Under the alternative process, non-recreational, non-
governmental drone use would be permissible under limited conditions, opening the door for
increased commercial use.®® The rule would limit flights of commercial drones to daylight hours
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and would require a visual line of sight between the drone and its operator.3* It also would
specify height restrictions, operator certification requirements, aircraft registration and marking
requirements, and other limits on drone operation.>® The agency is expected to announce final
rules on small commercial drone use by June 2016.%

Despite calls for this rulemaking to include consideration of individual privacy interests,
the FAA asserted that it is not required to issue regulations to protect privacy.®” The
Administration, however, is aware of the privacy concerns. On February 15, 2015, President
Obama issued a Presidential Memorandum addressing privacy and civil liberties issues
associated with the growing domestic use of drones.® The memorandum establishes a process
for stakeholders to develop best practices for privacy, accountability, and transparency issues
with respect to commercial and private use of drones in U.S. airspace.*® The forum is managed
by the Department of Commerce through the National Telecommunications and Information
Administration (NTIA).*° NTIA held three public stakeholder meetings since August 2015, and
is scheduled to hold another on November 20, 2015.%

In addition to the small UAS rulemaking, on October 19, 2015, DOT and the FAA
announced a task force to develop a registration process for drones.*? The task force is
composed of 25 representatives of the drone and manned aviation industries, the federal
government, and other stakeholders, including major retailers such as Best Buy, Amazon, and
WalMart.** On November 5, the task force reportedly agreed to recommend registration of
recreational drones weighing more than 250 grams, which would cover most consumer drones
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other than toys.* It also plans to recommend that users register their drones for free by entering
their names and addresses into a government-sanctioned website or app.*

As of October 2015, 26 states have enacted laws addressing drone issues and an
additional six states have adopted resolutions.*® The state legislation generally addresses the
definition of a drone and the use of drones by both law enforcement and the public, in many
cases addressing individual privacy and surveillance concerns.*’
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