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Presenter
Presentation Notes
Now that we’ve had the benefit of Representative Hale’s insight, let’s turn to the insurance issues relative to ride-sharing and  Transportation Network Companies
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Have you seen or used any of these sites?

e WWW.Uber.com
e get.lyft.com
o WWW.SIde.cr
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Presentation Notes
I actually rode with an Uber driver a few months ago but didn’t know it!

NAMIC Commercial Lines Seminar in Chicago – February 2014

Seminar was over – Five of us needed to get to Midway quick
A colleague said, “I’ve got an app for a service”
She texted somebody
The next thing I knew, a big black shiny SUV arrived where we were waiting
A professional-looking driver smelling of cologne got out and helped us with our bags
Vehicle was clean, with bottled water, and the WSJ
Drove to Midway efficiently, we paid him $88 and that was it. 

I later learned I had ridden with an “Uber Black” driver – more on that later

http://www.uber.com/
http://www.side.cr/
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Transportation Network Companies

e A vehicle owner provides transportation services to
others in exchange for what the TNC refers to as a
“donation” (known as “ridesharing”)

e Concept originally developed in CA —1990s

e The heart of the TNC service iIs an online-enabled
smart phone app

 Hundreds of “peer-to-peer” ridesharing networks
have appeared across the U.S.

e The list of competitors to Uber, Lyft and Sidecar
continues to expand — exponentially!
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Presentation Notes
These firms are growing  faster than weeds…..
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U B E R

EARN CASH WITH YOUR CAR
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Presentation Notes
 NOTE HERE ON THE LEFT the requirements of the UBER BLACK program 

The driver we rode with after the NAMIC meeting was clearly  an “UBER BLACK” driver.

 May 22nd, 2014 CNBC Business News:  Uber raising capital to achieve a $12 billion valuation – three times its value in 2013!

Uber estimated revenue in 2015: $1.5 billion

https://partners.uber.com/signup/columbus/?utm_source=AdWords_Brand&utm_campaign=search|mobile|drivers|columbus|keyword_uber%20columbus|matchtype_e|ad_48424238920|campaign_brand|group_uber%3Eexact&gclid=CKCtotPFvb4CFSOPOgod61wAPA
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From Lyft’s Website

e Drivers must:
— Be at least 21
— Have their own car, 2000 model year or newer
— Own an iPhone or Android
— Pass a telephone screening and in-person meeting
— Pass background and DMV record checks

— Have a valid personal auto policy which meets or exceeds
state requirements

e Driver’s vehicle must pass Lyft’s inspection
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Here’s a re-cap of Lyft’s driver requirements from its website site

Note Uber requires age 23 – Lyft requires only age 21
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Drivers’ obligations under Lyft’s contract:

* Driver is solely responsible for “any and all liability”
resulting from — or is alleged to be resulting from — the
operation of his vehicle to transport riders

* Driver agrees to indemnify and hold Lyft......harmless for
any losses, costs, liabilities and expenses arising out of the
use of the Lyft service, including:

— Breach of the agreement

— Violation of any law

— Any allegation that the driver....violated trade secrets, trademarks,
copyrights, etc.

— Ownership, use or operation of a motor vehicle
— Any other activity in connection with the service
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What insurance policy do you know that covers “any and all liability”?
Does a Personal Auto Policy cover contractual obligations?
A Lyft driver would need – among other things – a CGL AND a workers compensation policy, along with an auto policy, and he or she would still not have coverage for “any and all liability”.
I SAW A NEWS STORY EARLIER THIS YEAR DESCRIBING A SUIT BROUGHT BY THREE WHEELCHAIR-BOUND INDIVIDUALS IN TEXAS AGAINST  UBER AND LYFT AND THEIR DRIVERS.  THE PLAINTIFFS  ALLEGE THAT UBER AND LYFT DISCRIMINATE AGAINST THE DISABLED BY NOT PROVIDING WHEELCHAIR-ACCESSIBLE VEHICLES
BASED ON THIS TEXAS SUIT, A TNC DRIVER WOULD ALSO NEED AN EMPLOYMENT PRACTICES LIABILITY POLICY WITH THIRD-PARTY LIABILITY COVERAGE
Yet, the only insurance required of its drivers by Lyft is a Personal Auto Policy  
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What does all this mean to the
Insurance industry?
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I must quickly say that TNCs have operated in “insurance limbo” since their creation.  

This “insurance limbo” became publicly illuminated  a little over over a year ago with the tragic death of a six-year-old girl who was struck (along with her mother and brother) while crossing a San Francisco street by an Uber driver.  
Uber claims that the driver was not transporting a passenger at the time of the accident.  Rather, he was using the Uber app to search for fares and thus not covered by Uber’s insurance.  
The driver’s Personal Auto insurer denied coverage, asserting that – since the driver was searching the Uber app for fares – exclusions applied.  We’ll talk about those exclusions next. 
So, as of right now, the driver appears to be personally on the hook for this tragic accident, and the driver is basically unable to pay anything.   
The lack of indemnification of the dead child’s family by anyone has become a high-profile situation, especially in California.    
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« Most TNC drivers/operators will likely insure their
vehicle under an 1SO or 1SO-based Personal Auto
Policy (PAP)

e Some TNC drivers might:

— Be relatively naive when it comes to insurance and legal
matters

— Not seek professional advice
— Recelve questionable insurance advice

e Since the ISO PAP is the likely insurance coverage
vehicle for many TNC operators, let’s take a quick
look at It
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e The ISO PP 00 01 Personal Auto Policy excludes
“livery conveyance” under all its coverage Parts:
— Liability
— Medical Payments
— Uninsured Motorists
— Physical Damage

e IRMI definition of “public or livery conveyance use”:

— “The transporting of people and/or goods for hire, such as
by a taxi service, motor carrier or delivery service.”

e The ISO PP 00 01 includes no contractual liability
coverage
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Public or Livery Conveyance is not defined in the Personal Auto Policy, so we go to outside sources – in this instance, the Insurance and Risk Management Institute’s source materials.

“livery conveyance” is also defined in case law:

“The term ‘livery conveyance’ means a vehicle used indiscriminately in transporting the public and not limited to certain persons and particular occasions or governed by special terms” –
 A 1950 Maryland case, Stanley v. American Motorists Ins. Co.  
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INn addition:

ISO has introduced a new endorsement intended to
reinforce the PP 00 01 “livery conveyance” exclusions:

e PP 2340 10 15 Public or Livery Conveyance
Exclusion Endorsement

e PP 2340 10 15 adds a new definition:

— “Transportation network platform” means an online-
enabled application or digital network used to connect
passengers with drivers using vehicles for the purpose of
providing prearranged transportation services for

compensation”
e Approved in Indiana
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   AS YOU CAN SEE, THIS NEW ISO PAP ENDORSEMENT REINFORCING THE STANDARD LANGUAGE IS EFFECTIVE THIS MONTH
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SO has also introduced two new coverage “buy-back”
endorsements for ‘transportation network platforms”

e PP 234110 15 Transportation Network Driver Coverage
(No Passenger)

— Covers the period from the time the driver logs onto the TNC app up
until the moment before the passenger steps into the vehicle

e PP 234510 15 Limited Transportation Network Driver
Coverage (No Passenger)

— Covers the period from the time the driver logs onto the app until they
accept a ride. It does not cover the time immediately following their
acceptance of the fare while they are driving to pick up the passenger,
or the time when the passenger is in the vehicle

e Indiana has introduced its own slightly different versions:
PP 2372 1015and PP 237310 15
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Given PAP coverage limitations for
TNC/Ridesharing operators -

Lyft’s website includes information for
prospective drivers:

(https://www.lyft.com/drive/fag?article=1229170)
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Let’s look at their site:

Go to “What Are Requirements” under “Frequently Asked Questions”
Click on “More Questions”
Go under “Trust and Safety” to “How Does Our Insurance Policy Work?” – REVIEW IT
See Certificate
From Marsh Risk & Insurance Services, San Francisco
Insurer is James River Insurance Company – a VA-based E&S insurer 


https://www.lyft.com/drive/faq?article=1229170
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« Contingent Liability
— Covers while in driver mode but before a ride request is received
— $50,000/%$100,000/%$25,000 limits — no deductible

« EXxcess Liability
— Once aride has been accepted and vehicle is occupied by passenger(s)
— $1 million limit
— EXxcess of driver’s insurance

e Excess Uninsured/Underinsured Motorists
— $1 million limit
— Excess of driver’s insurance
— No deductible
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Lyft does offer its drivers insurance.  Review

Excess Liability:
Site says there is “no deductible”.  But is there any other retention?  Probably not, but I’m not sure.  
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e Contingent Collision

— Driver’s own auto policy must include Collision on auto for Contingent
Collision to respond

— Responds if driver’s insurer declines collision claim because driver is
driving for Lyft
— $50,000 limit, $2,500 deductible

e Contingent Comprehensive

— Driver’s own auto policy must include Comprehensive on auto for
Contingent Comprehensive to respond

— Responds if driver’s insurer declines Comprehensive claim because
driver is driving for Lyft

— $50,000 limit, $2,500 deductible
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The Business Auto Policy (BAP) is
Different from the PAP!
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Let’s look at this from the perspective of the Business Auto Policy
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TNCs and the BAP

 No “livery conveyance” exclusion for any coverage in
the Business Auto Policy (BAP) or its standard
endorsements

— The I1SO BAP was designed to potentially insure a “livery
conveyance” operation (subject to insurer appetite)

e Liability assumed in an “insured contract” Is
automatically covered by the unendorsed BAP

But, most standard-line insurers don'’t
offer BAP coverage to “livery conveyance”
operations!
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Presentation Notes
Recall that – to qualify as an Uber Black driver – one of the requirements is that the driver must have commercial auto insurance?  What we see here might be one reasons. 

NOTE: We’ll see on the next slide that GEICO has begun offering a Business Auto Policy to drivers working for ridesharing companies in certain states
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Where can the TNC driver get proper
insurance?

e A properly-conditioned Personal Auto Policy plus
the coverage offered by the Transportation
Network Company

e A properly-conditioned Business Auto Policy —
possibly from the Specialty/E&S market — in which
case the coverage offered to its drivers by the TNC
may not be necessary

Financial Strength : Feputation : Felationships : Feliability - Fesponsiveness



Presenter
Presentation Notes
Three companies (Erie, Farmers, Geic0) have recently introduced programs for policyholders working for ridesharing services in certain select states:

Erie: Indiana, Illinois (a Personal Auto play)
Farmers: Colorado (a Personal Auto play
GEICO began offering commercial auto coverage to ridesharing drivers in VA and MD earlier this year.  It’s now been expanded to drivers in GA and TX.  
We’ll see how that trend develops.  

An  independent insurance consultant I know found premiums earlier this year of $1,000 per month for a Business Auto Policy in the E&S marketplace for an auto used in a peer-to-peer ride-sharing operation.  
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A separate type of transportation service:
“Carsharing”

The vehicle owner rents his or her entire vehicle to
others when the owner isn’t using it (known as
“carsharing”) — examples:

e RelayRides (www.relayrides.com)
e Sprideshare (www.spride.com)
e Ad Infinitum — dozens of these out there!
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Note contrast: “carsharing” vs. “ridesharing”

Let’s just quickly look at RelayRides’ site on the next slide

http://www.relayrides.com/
http://www.spride.com/
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 The unendorsed ISO PAP does not exclude coverage
while insured autos are rented to others!!
— “Whoever thought of renting your car to someone you
don’t know anyway?”
e Insurers are concerned about the growing carsharing
model

e Qctober 2013 — ISO introduced new exclusion:

— PP 2316 10 13 Personal Vehicle Sharing Program
Exclusion Endorsement

— Excludes all PAP coverage while the covered auto is
enrolled in a personal vehicle sharing program and being
used by anyone other than “you” or a “family member”
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State Auto is currently filing the pp 23 16 with state rate changes as a mandatory form in those states that will approve it.
‘
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e Ridesharing, TNCs and other “shared economy”
transportation alternatives are proliferating rapidly

e The standard unendorsed Personal Auto Policy excludes all
coverage when being used by a TNC driver

 TNCs recognize the insurance challenges of their concepts

e [|SO has just introduced a new exclusion reinforcing the
traditional PAP “livery conveyance” exclusion

e |SO has also just introduced new TNC coverage “buy-back”
endorsements for PAP

e A Business Auto Policy — if available — may be a superior
approach from a coverage perspective
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