Risk Management Considerations
for Employee-Owned Vehicles

Used for Business

any organizations often allow employees to use
M personal (non-owned) vehicles for business

without recognizing the risks involved. While
this practice offers convenience and flexibility, it also
introduces unique challenges, ranging from liability
issuestogapsininsurance coverage. Thisrisk exposure
was once considered miscellaneous but has become a
standard coverage requirement. An alternative practice
is implementing a fleet program that permits employees
to use only fleet-owned vehicles.

Organizations may have established standard policies and
procedures for organization-owned vehicles but often lack
specific guidelines for non-owned vehicles for business use.
They have minimal to no control over aspects like insurance
coverage, vehicle maintenance, passengers, etc., because
the vehicle, in this case, is owned by the employee.

Definitions

Non-owned vehicle: A vehicle owned or leased by the
employee (i.e., their name is on the vehicle registration/
insurance) or a vehicle that the employee rents, borrows, or
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for which they otherwise have “ownership” accountabilities
and uses for business purposes.

Business purposes: Any function or activity that is part
of carrying out business. It typically does not include
commuting from one’s home to one’s primary business
location.

Vicarious Liability: The named insured is liable for the
employee’s negligence through the doctrine of “respondeat
superior”.

Examples of Employee-Owned Vehicles Used
for Business
* An office administrator uses their vehicle to pick up
office supplies or run errands during business hours.
* Workers who usually commute to their office but
occasionally drive to a client’s location for a work
meeting. That drive is considered work-related driving.
* Avolunteer at a community service home might drive
children to a local park for an afternoon outing.
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*  Employee using their vehicle to drive to a seminar/
conference.

Understanding Risks and Exposures

For example, if Sam, an employee of XYZ Organization,
uses his personal vehicle for business purposes during
business hours and gets into an accident, XYZ Organization,
as his employer, could be held vicariously liable for any
third-party liability injury or property damage that exceeds
Sam’s personal auto policy limits.

Organization Responsibilities
» Organizations need to be aware of these risks.
* Ensure they have sufficient Non-Owned Automobile
insurance coverage.
* Implement standard operating procedures and formal
guidelines for the use of personal vehicles.

This approach helps to minimize accidents, potential
liabilities, and associated costs.

Employee Responsibilities:
+  Employees must ensure they have a valid insurance
policy with sufficient liability coverage.
* Employees should notify their insurer about any
business use of their personal vehicle.

This ensures proper coverage in the event of an at-fault
accident. Without a personal automobile insurance policy,
which is the first line of coverage, they could face unexpected
liability and other monetary losses in the event of a lawsuit
being filed. The third party involved in the collision may seek
damages from the employer’s auto policy.

Employers should consult with their insurance broker/
consultant for more information on non-auto coverages.

Read Risk Management Considerations for Volunteer
Drivers in Ontario for additional context to your questions.

Risk Mitigation Techniques
+ Establish a Robust Vehicle Use Policy:

» Develop a comprehensive vehicle use policy that
clearly outlines expectations, responsibilities,
and procedures for employees using personal
vehicles for business purposes.

* Driver License and Insurance Verification:

* Require employees to submit a copy of a valid
driver’s license.

» Establish a process for requesting driver abstracts
and repeat this process annually at a minimum.

* Require employees to provide proof of insurance
that includes coverage for business/volunteer
use.

+ Set up a standard minimum third-party liability
coverage.

Driver Training:

* Implement driver safety training programs to
educate employees on safe driving practices, the
importance of vehicle maintenance, and how to
recognize fatigue.

» Defensive driver training increases awareness
of safe driving and lowers the probability of
collisions.

« Training should be offered at hiring, periodically
while employed and post-incident.

» Defensive driver training should include
topics such as:

« Distracted driving

* Obeying Driving Laws, such as seat
belts, adherence to speed limits

« Safe following distances

+ Passing and lane changes

* Driving in inclement weather
* Vehicle emergencies

Vehicle Maintenance and Inspections:

* As a fleet operator, you should provide vehicle
maintenance  guidelines and  encourage
employees to perform daily pre and post
inspections.

» Consider offering incentives for those who keep
their vehicles in good condition.

Monitoring and Reporting:

» Establish a vehicle usage monitoring system,
including business-related travel logs.

* Encourage employees to report any accidents or
incidents promptly.

Emergency Response Plan:

* Develop an emergency response plan that
includes procedures for handling accidents or
breakdowns.

* Provide employees with resources, such as
roadside assistance contacts.
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Steps to Create Vehicle Use Policy and Driver
Safety Guidelines— Non-Owned Vehicles

1. Define the Purpose
» Clearly state the objective of the policy, such as
ensuring safe and legal use of personal vehicles
for business purposes.

2. Determine the Scope
» lIdentify which employees the policy applies to,
typically those required to use their personal
vehicles for business.

3. Establish Operational Requirements and Guidelines
* Outline the vehicle operating requirements,
including adherence to laws and possession of
necessary licenses insurance.

4. Set Availability and Maintenance Standards
+  Specify the expectations for vehicle availability
during business hours and maintenance
standards to ensure safety.

5. Detail Documentation and Reporting Procedures
» Describe the documentation employees must
provide, such as proof of license and insurance,
and the reporting process for incidents and
changes in driving status.

6. Define Disciplinary Actions
e Clearly state the consequences for non-
compliance with the policy.

7. Review and Approval
* Have the policy reviewed annually at a minimum
by relevant departments and approved by senior
management.

8. Communicate the Policy
» Ensure all affected employees are informed about
the policy and understand their responsibilities.

See next page for a sample policy for Use of a Personal
Motor Vehicle for Business
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Sample Policy: Use of a Personal Motor Vehicle for Business

[Organization Name]
Policy Approved by:

Expiry Date:

Next Review Date:

Purpose

To establish clear and concise procedures regarding an employee’s use of a personal motor vehicle (hereinafter referred to as
a “vehicle”) for [Organization Name] business.

Scope

This procedure applies to any employee who uses a personal motor vehicle for [Organization Name] business as part of their
job requirements. The relevant department identifies the specific positions required to follow these procedures annually.

Operation

An employee shall operate a vehicle while conducting [Organization Name] business in a safe manner and in accordance with
all laws, rules, and regulations applicable to the vehicle and driver.

An employee who is required to operate a vehicle for [Organization Name] business shall have and maintain:
* Avalid class “G” licence; and
+ A $2 million third-party liability coverage which includes the use of the vehicle for business.

Vehicle Maintenance
An employee shall:
» Maintain the vehicle in a safe operating condition.
* Inspect the vehicle before it is used for business according to our inspection procedure.

Documentation/Reporting
An employee shall:
+ Submit proof of a valid class “G” driver’s licence upon being employed by [Organization Name] and annually to their
supervisor and sign the applicable acknowledgment form.

» At hiring and annually, sign the applicable acknowledgment form and submit the insurance slip to confirm third-party
liability insurance coverage.

» Submit a complete mileage claim form in accordance with the Staff Expense Policy in to obtain mileage reimbursement.

» If involved in a collision that occurs when on [Organization Name] business, contact and immediately report it to their
supervisor. Complete and submit collision reporting form to their supervisor.

* Immediately inform their supervisor of any changed circumstances affecting their business driving (e.g., a licence
suspension or driving prohibition)

* Notify their supervisor when they have received any violation/citation or accumulated three or more demerit points.
» Know and follow our safe driving procedures.

 list the organization’s procedures for trip planning, check-in procedures, distracted driving, emergency kit and first aid
supplies, etc.

Disciplinary Action

Employees who violate this policy and procedures are subject to discipline, up to and including termination of employment.

Employee Signature:
Date:
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