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DURING CERTAIN TIMES OF YEAR, limousine operators 

find their hands full with booking requests and, some-

times, they have more business than they can address 

with the drivers and vehicles they have available. Other 

times, loyal clients need transportation in a variety of 

geographic areas.

When this occurs, many operators send work to anoth-

er limousine company, one that, hopefully, they know 

well and can trust to do the job according to their high 

standards of service and safety. The practice of utilizing 

affiliates – whether “farming out” or “farming in,” through 

an online vendor-to-vendor ride exchange platform, or 
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through an established network of affiliates – carries several insurance implica-

tions that limousine operators should be aware of before putting their company 

at risk.

This issue of LimoZone focuses on knowing who you are farming out your work 

to, and provides strategies to help decrease your exposure in the event of an 

accident. Provided are case studies that highlight how limousine companies can 

get pulled into a claim even though the trip was performed by another operator. 

Bob Crescenzo, our Vice President of Safety & Loss Control, provides input on 

what steps you can take to properly vet the companies you send your work to 

and ways to protect yourself when offering your services to another company.

Of course, it’s important to note that every trip you book in the future will be 

different from every other trip you’ve booked in the past. It’s the nature of your 

business. So the points presented herein are a summary of the general rules to 

follow and are not in any way considered legal advice. State laws vary and you 

should consult with your local counsel and insurance broker, and review regula-

tions so that you are not blindsided by something that could negatively impact 

your business.

As always, we welcome any comments or suggestions. You can speak with me di-

rectly at (360) 256-8731 x4204 or e-mail me at tflannigan@lancerinsurance.com.

Sincerely,

 

Timm Flannigan 

Vice President 

Lancer Insurance Company

mailto:tflannigan%40lancerinsurance.com?subject=LimoZone%20Inquiry
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The reservation seemed simple 

enough…a VIP was flying in from out  

of the country that evening and  

needed transportation to his home.

It was a rainy Thursday evening when what started as a normal airport to 

home transfer, turned disastrous. The reservation seemed simple enough…a 

VIP was flying in from out of the country that evening and needed transpor-

tation to his home.

The reservation was farmed 

out from livery company 

#1, Lancer’s customer, to 

an affiliate (livery compa-

ny #2), who had handled 

plenty of work in the past 

and was a reliable company. 

After accepting the reser-

vation, livery company #2 

realized that it did not have 

enough vehicles to cover 

the transfer that evening. 

So, unbeknownst to livery 

company #1, company #2 

farmed out the reservation 

to one of its affiliates (livery 

company #3). That affiliate 

picked up the client from the airport and was en route to his home when the 

driver failed to see traffic coming to an abrupt stop. The driver depressed the 

brakes, but the vehicle slid on the wet road surface and rear-ended another 

vehicle. 

The force of the impact was severe. The VIP client, sitting in the rear of the 

vehicle, suffered a ruptured aorta and major injuries to his lumbar spine. An 

ambulance arrived quickly to the scene and rushed him to the hospital where 

emergency surgery was performed. Subsequently, he underwent lumbar fu-

sion surgery because of herniated discs caused by the accident.

 

CASE STUDY #1 FACTS
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The affiliate (livery company #3) picked 

up the client from the airport and was en 

route to his home when the driver failed to 

see traffic coming to an abrupt stop.   

Insurance for livery compa-

ny #3 that owned the vehi-

cle had a $1 million policy 

limit. The nature of the inju-

ries and complications with 

the recovery made it clear 

this was not a sufficient 

amount of money to resolve 

the claim. The insurer for 

livery company #2 declined 

the claim because the ve-

hicle was not specifically 

described on its policy.

A lawsuit was filed against 

all three livery companies 

and a demand was made 

for all available policy limits. 

Lancer’s customer was listed as an additional insured under the insurance of 

livery company #2, but not under the insurance of company #3. To further 

complicate the matter, the affiliate contract lacked “express indemnity” lan-

guage. The plaintiff sued the Lancer customer under a theory of agency and 

joint venture. Rather than risk an excess verdict and exposing Lancer’s cus-

tomer to damages in excess of its $5 million policy, the case was settled for 

$3.75 million. In addition, the insurance carrier for livery company #3 paid $1 

million and the insurer for company #2 paid $500,000.

CASE STUDY #1 FACTS
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A popular music group heading out on a 

four-state, 90-day tour contacted a local 

limousine operator and reached a lease 

agreement for a limo-bus to transport the 

band from one city to another. 

A popular musical group was heading out on a four-state, 90-day tour. The 

band’s management group contacted a local limousine operator, and the 

two parties reached a lease agreement for a cutaway limo-bus to be used to 

transport the band from one city to another. The limousine operator also pro-

vided the group’s management with a list of drivers who might be available 

to provide driving services during the tour.

A representative of the 

management group and the 

general manager of the limo 

company agreed verbally 

that the management group 

would obtain its own De-

partment of Transportation 

(DOT) certification for the 

tour, rather than operate 

under the limo company’s 

DOT number. In addition, 

the management group 

consented to secure its own 

business auto insurance 

policy to provide primary 

indemnity coverage for any 

bodily injury and property 

damage that might occur 

during the lease period.

In preparation of the upcoming tour, the management group also signed an 

agreement with a driver from the list the limo company had provided. The 

agreement stipulated that the group would pay the driver each week, provide 

him with direction and supervision, and reimburse him for per diem expenses 

during the tour. 



6

CLAIMFILE

A week later, the representative for the management group unexpectedly left 

on a medical leave. In the employee’s absence, the management group did not 

obtain the DOT certification or the business auto insurance policy prior to the 

start of the tour.

Late one night following a 

tour performance, the driver 

of the cutaway limo-bus 

nodded off at the wheel, 

left the road and struck a 

concrete pillar. Several of 

the band members onboard 

were injured, ending the 

tour immediately. The band 

members ultimately filed 

significant personal injury 

claims against their own 

management group, who 

had selected and super-

vised the driver.

Through the course of the 

accident investigation, it 

was discovered that the lease contract, which was drafted by the limousine 

company’s lawyer, failed to specifically address the DOT, insurance and indem-

nification issues. In the absence of any other insurance policy, the limousine 

company, in the role of lessor, became liable for damages to the band mem-

bers. As such, the injury claims were then tendered to the limousine company’s 

insurance company. The cost to investigate, litigate and resolve the claims was 

in excess of $400,000.

CASE STUDY #2 FACTS

Late one night after a performance, the 

driver of the limo-bus nodded off at the 

wheel and struck a concrete pillar. Several 

of the band members were injured, ending 

the tour immediately. 
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It’s crucial to know who your affiliate 

is, how they operate, how your 

insurance company views the affiliate, 

and how you manage trips, and monitor 

and update the affiliate process.

BOTH OF THESE CASE STUDIES illustrate the hidden liability risks of farming in 

or farming out work. While farming can lead to strong company growth and sus-

tained profitability, limo operators must do their research, and dot all their i’s and 

cross all their t’s before taking 

on the task in order to help 

avoid any unwanted and nega-

tive surprises.

The most important elements 

derived from the first case 

study are the need to know 

who your affiliate is, how they 

operate their business, how 

your insurance company views 

that affiliate from a coverage 

perspective, how you man-

age any trip you book and for 

which you receive payment, 

and finally, how you are going 

to monitor and update your 

affiliate process.

Let’s begin with the first  

issue – Who is your affiliate? It is critical that you have an affiliate assessment  

process and that process is it in writing. It’s equally important to make sure that 

you follow your own process/assessment procedure. If you fail to conduct your 

due diligence and document it, any trip farmed in or out may, in fact, become a 

nightmare should a claim occur. 

SAFETY ANALYSIS

Some thoughts from Bob Crescenzo,  
   Lancer Vice President, Safety/Loss Control
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Get your insurance agent involved, ask them 

to help you obtain proper documentation for 

the work being farmed, make sure the COI 

matches the endorsement and it is added to 

the affiliate’s policy.

Secondly, evaluate each affiliate’s business operation and know how they will 

manage an overflow situation. Visit potential operators and ask questions 

about their drivers, hiring, and training. No operator should mind this. After all, 

at this point you are a 

potential customer who 

can offer the company 

some profitable work. 

It can also be helpful to 

look up reviews of the 

other operators on the 

internet.

Thirdly, establish specific 

guidelines and instruc-

tions for how your insur-

ance company and your 

affiliate’s insurance com-

pany manage the farm 

in or farm out documen-

tation. The proper ad-

ditions and deletions of 

relationships via a formal 

declaration process are 

critical to the success of 

any trip or vehicles “affiliate program.” Get your insurance agent involved, and 

ask that they help you obtain the proper documentation for the work being 

farmed. Importantly, make sure that the Certificate of Insurance matches the 

endorsement and it is actually added to the affiliate’s policy.

After managing the three aforementioned issues, and once the selection and 

documentation process has been completed, set up a way to monitor the trips 

being farmed. This critical step allows you to maintain some control over each 

reservation, and obtain information that may help you prevent what happened 

SAFETY ANALYSIS
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in this first case study…an unknown entity becoming the stand in for your 

company and customer, and only learning about it after the farm out occurs. 

Farmed out trips should be managed in your dispatch and operations sched-

ule the same way as any other trip because you are receiving payment from 

the customer. Being busy 

and unable to meet a 

specific client’s reser-

vation request is not an 

excuse to ignore good 

business practices and 

top-notch customer 

service. Build the time 

necessary to manage the 

original reservation re-

quest into your dispatch 

and driver management 

system, even if you farm 

it out. 

Lastly, monitor your affili-

ate partners on a regular 

basis and update the 

insurance paperwork whenever necessary. Operational staff, financial stabil-

ity, procedures, vehicle maintenance, driver experience and retention can all 

change over time, and any one of these factors may, in fact, not meet your 

affiliate standards. It is your responsibility to monitor the affiliate and either 

keep them on your list or remove them. 

What appears to be a simple farm out can turn into a very serious issue for 

your client, your company and your future should a claim occur. However, if 

you take identifying, evaluation and reassessing your affiliate partners as a 

very serious business matter, you may be able to avoid the situation and ex-

penses the first case study generated.

Farmed out trips should be managed in 

your dispatch and operations schedule the 

same way as any other trip because you are 

receiving payment from the customer.
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Similar to the first case study, the second case study reinforces the impor-

tance of having a very specific checklist and set of requirements prior to add-

ing an affiliate or setting up a lease agreement. While the original intentions 

were right on track, the lack of follow-up and confirmations resulted in a claim 

against the limousine company. What went wrong? 

First, while requiring the 

management compa-

ny to obtain their own 

operating authority and 

insurance was correct, 

not confirming with the 

management group that 

either had been handled 

resulted in the limousine 

company being held re-

sponsible for the operat-

ing authority, regardless 

of the verbal contract 

and what appears to be 

a poorly written contract. 

Second, releasing the vehicle to the management group without a proper 

review of the paperwork indicated the limousine company did not have an 

affiliate contract procedure in place.

The arrangement for leasing out the cutaway limo-bus could have been a 

profitable one for the limo company, yet not ensuring that all necessary pa-

perwork and regulatory filings were completely addressed on the front end 

led to a financial loss after the claim.

By setting your procedures first, confirming the details, and checking on how 

your vehicle and driver are being used during the contract period, you can 

help protect yourself and your business, and make farming a profitable part of 

your company’s operation.

A simple farm out can become a very serious 

issue for your client, your company and your 

future should a claim occur. 
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Free and Exclusive 
Driver Training Materials!

SURVIVAL IN THE CITY 
Safety Tips for Urban 
Limo Driving
It takes a special kind of driver to  

navigate all the hazards of urban  

traffic. This video provides helpful tips. 

Click on the links below to view now: 

Following Distance 

Intersections 

Right Turns 

Left Turns 

Emergency Vehicles and Pedestrians 

Backing

 
Just visit www.lancerinsurance.com, click on the Login link, register your 
personal ID and password and our entire Safety & Loss Control library  
is right at your fingertips. Any problems? Call (800) 782-8902 x3307.
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DRIVER FATIGUE
A Deadly Serious Problem

An in-depth examination of what fatigue 

is, how to prevent it before driving and 

tips to combat it on the road.  

View Now

http://fast.wistia.net/embed/iframe/03y6e6dqnx?popover=true
http://fast.wistia.net/embed/iframe/5r73iy5kvl?popover=true
http://fast.wistia.net/embed/iframe/r05mky9dzd?popover=true
http://fast.wistia.net/embed/iframe/7dps6vf4n8?popover=true
http://fast.wistia.net/embed/iframe/4t6s1qgeo1?popover=true
http://fast.wistia.net/embed/iframe/17rvd2ornx?popover=true
http://www.lancerinsurance.com
https://login.lancerinsurance.com/cgi-bin/login.cgi
https://busbank.wistia.com/medias/xnmv4jeb1c

