
 
          

 

 

 
 

Ridesharing is dangerous. Unregulated transportation app companies—known as “Transportation Network Companies” in 

some states and inaccurately as “ridesharing” elsewhere—contain serious insurance coverage loopholes that threaten the safety 

of passengers, other drivers, pedestrians and even drivers for these companies. 

 

The most infamous insurance loophole involved a 6-year-old girl killed by an uberX driver. Although she was 

killed while the uberX driver was cruising the streets with the app opened while awaiting an electronic hail, Uber said her death 

was not the company’s responsibility and that its insurance did not cover drivers without a passenger in the vehicle. 

Subsequently, a Lyft spokesperson confirmed its insurance contained an identical gap. 

 

One of the least discussed but most obvious loopholes is that simply by downloading the app, passengers must agree to 

hold “ridesharing” companies harmless for anything that happens on the trip. For proof, look no further than the case in which 

two Uber passengers suffered concussions and injuries to their backs and necks. Their combined costs for medical treatment 

totaled tens of thousands of dollars. When they sought financial compensation from Uber to cover these costs, the company 

responded this was the driver’s responsibility. 

 

Uber and Lyft recently announced expanded liability insurance that covers passengers while the driver has the app 

open. The company’s new collision coverage tops out at significantly less than that of the typical for-hire vehicle. 

 

Here’s something no one is talking about: Suppose you are an uberX or Lyft driver and you strike a pedestrian while 

you have the app open. Quick crucial decision: Do you close the “ridesharing” app and risk losing your personal insurance or 

do you keep the app open and risk losing your job? Your personal insurance carrier will cancel your policy if they discover 

you’ve been driving commercially—but first they have to find out. Meanwhile, uberX or Lyft will almost certainly 

“deactivate” you if you cause a costly accident. Most drivers would rather take their chances with losing their private insurance 

than almost certainly lose their job. Public officials are already taking notice of this looming insurance fraud.  

 

Additionally, Uber and Lyft’s new “app open” insurance coverage would make coverage “activity-based.” 

This is terrible public policy that should never be institutionalized.  Here’s why: Say a ridesharing driver causes an accident 

while driving with multiple apps open simultaneously. Which company’s insurance will be held accountable? Consider also 

that technology may someday soon aggregate “ridesharing” companies’ electronic hails for drivers in a manner similar to that 

of Kayak.com. This additional layer of technology could cause “ridesharing” companies to disavow responsibility. The 

possibilities for confusion and lack of accountability are endless. The solution is that commercial insurance should always be 

tied to the vehicle, not to the driver’s activities, and should cover the vehicle 100 percent of the time just as it is currently 

required to do for all other for-hire vehicles (limousines and taxicabs). 

 

Personal auto policies do not allow drivers to use their vehicles commercially—including using the vehicle to 

ferry paying passengers around town. Consumer Reports recently warned: “Don't risk your car insurance by operating your 

vehicle as a part-time taxi.” Insurance companies have stated they will cancel the policies of drivers who use their vehicles in a 

commercial manner.  Uber and Lyft’s announced new insurance policy still does not cover the ridesharing driver if he causes 

the accident. In this case, the driver would have to rely on his own health insurance to cover his medical costs. 

 

Another looming insurance fiasco involves impromptu street hails. The ‘Who’s Driving You?’ initiative has 

received reports of uberX and Lyft drivers stopping to pick up passengers who pay cash for the trip. These trips are not 

registered in the Uber or Lyft systems and would be entirely uncovered by any insurance. 

 

So what are Lyft and Uber doing about this? Both companies recently announced their participation in a California-

based “rideshare insurance coalition” hoping to fix the dangerous insurance-coverage loopholes involved in “ridesharing.” In 

so doing, these companies have publicly acknowledged that their services involve dangerous gaps in insurance coverage. 

 

The only certain route to insurance safety is full-time commercial auto liability insurance coverage and transparency. 

Until then, these companies will continue to seek record profits by shifting the substantial financial cost of commercial 

insurance onto passengers, drivers, innocent bystanders and local governments in the form of public safety risks to all.  
 

‘Who’s Driving You?’ is a public safety initiative designed to educate the public about the dangers of unregulated transportation services. It was launched by the Taxicab, Limousine 
& Paratransit Association, an international non-profit trade association whose membership consists of 1,100 regulated transportation companies. For more information, 

visit www.WhosDrivingYou.org, follow us on Twitter (@WhosDrivingYou) and follow us on Facebook (facebook.com/WhosDrivingYou) 
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