
Use of Personal Vehicles for Company Business: 
Proactively Managing Non-Owned Auto Liability Risks  
Use of motor vehicles for business is a necessity.  If a company has ‘company-owned or long-term  leased’ vehicles, the 
exposures are clear; and, a prudent level of insurance can protect the company’s assets.  However, whether or not a 
company owns vehicles, the company has significant liability exposure when employees use their own vehicles on 
company business, which must and can be managed.  

For company-owned trucks or autos, a business auto insurance policy is purchased to cover accidents and claims 
arising out of the ownership, maintenance or use of those vehicles.  In addition, business auto policies typically extend 
coverage for the company’s vicarious liability arising from the use of their employees’ own vehicles (Insurance Term: 
Non-Owned Vehicles) or rental vehicles (Insurance Term: Hired Vehicles) when being operated for company business. 
In the event a company does not own or lease vehicles, non-owned and hired vehicle exposure can be covered by an 
endorsement to the company’s general liability policy or by a separate hired and non-owned automobile policy.

The belief that when an employee is driving his/her personal vehicle on company business, the accident will be 
insured under the company’s business auto policy is a common misconception. In reality, when employees use their 
personal vehicle for company business, the policy insuring the vehicle, usually a personal auto policy, is primary and 
first to respond to an accident. This includes the 
employee’s own liability for any damage and injury.   
Personally owned vehicles are frequently insured with 
relatively low limits; or worse, none at all.   Often, the 
limits are insufficient to satisfy claims arising from a 
work-related accident, and once the limits are exhaust-
ed, the company can become liable for the shortfall. 
Companies must then look to the limits of their 
non-owned auto coverage or corporate umbrella. Even 
if an employee maintains an adequate personal insur-
ance portfolio, including an umbrella, to protect their 
personal assets, catastrophic losses can exceed personal 
insurance limits and become corporate liabilities.  While 
every claim scenario is different, the example on the 
right illustrates how a catastrophic claim can result in 
use of both employee and company insurance limits. 

It can be costly to assume the vehicle your employee owns and uses on company business is insured. In California, it 
is estimated that 10% to 15% of motor vehicles are uninsured; and, insurers project that a very significant number of 
personal vehicles are insured at minimum limits of $15,000 per person/$30,000 per accident/$5,000 property 
damage. Exhaustion of primary personal policy limits can easily occur when serious accidents involving pedestrians or 
multiple vehicles and/or passengers, often resulting in six-figure settlements.

How can a business protect itself for this non-owned auto liability?  The basic risk management steps are:

A. Insurance
1. If a company owns or leases vehicles, the business auto policy should include coverage for hired and non-owned  

auto liability, and hired auto coverage should include physical damage for short-term rental vehicles used in 
business. 

2.  If your company does not own any vehicles, you should purchase a non-owned and hired vehicle endorsement 
or a separate non-owned and hired auto liability policy. 

 
B. Motor Vehicle Records (MVR’s): Employees with unacceptable driving records should not be allowed to drive either     
company-owned or their own personal vehicles for work-related activities. Travelers Insurance reports that drivers 
with multiple or major violations which include: excessive speed, driving under the influence of drugs or alcohol, 
reckless driving, license suspension, or at-fault accidents dramatically increased accident rates by 65%-85%.

After obtaining the appropriate employee release document, MVR’s should be secured for prospective employees 
who will regularly drive their personal vehicle or company-owned vehicle for company business. It is also prudent, and 
often required by insurance companies for large auto fleets, to annually review the MVR for employee’s who regularly 
drive on the the company’s business.

C. Communication: Best risk management practices suggest that employee handbooks or company policy statements 
should address business use of vehicles and may include:
 1. Specific statements requiring drivers to maintain an acceptable driving record; to operate vehicles safely; and to  
   abide by all motor vehicle regulations - including distracted driving.        
     2. Allowing only authorized personnel to operate company-owned vehicles and restrict use to working hours. 
 3. Disciplinary measures for employees violating company business auto guidelines. 
 4. Remind employees who are authorized to drive on company business: 
     a. Any work-related auto accidents must be reported to company management as soon as practicable 
         after the event.  Work-related auto accidents should also be reported to the employee’s    
             personal auto insurer since their policy is primary.
     b. Recommend adequate personal insurance limits be maintained. Insurers typically recommend
          minimum liability limits of $100,000 per person/$300,000 per accident/$100,000 property damage.   
     c. Standard IRS permitted mileage reimbursement rate is intended to cover all vehicle operating costs  
                       including insurance and increased maintenance costs.

Your insurance broker can certainly answer any specific questions about your efforts to manage this business risk. 

ABOUT DEALEY, RENTON & ASSOCIATES
Founded in 1950, Dealey, Renton & Associates (DRA) represents more than 3,000 design professional firms and is a 
member of the Professional Liability Agents Network (PLAN) and the Worldwide Broker Network (WBN). Our goal is to 
assist our clients in procuring affordable insurance coverage that meets their business needs and in developing risk 
management programs to mitigate or even prevent the need for claims against that insurance. Please call on us for 
assistance.  We stand ready to help you.

This material is provided for informational purposes only and should not be considered legal advice or a contract for insurance.  You 
should confer with a qualified legal or insurance professional before taking any action on the information provided in this newsletter 
that could have important legal consequences.
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