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The Forgotten Insurance —
How is Your Bank’s Collateral Insured?
Is your collateral protected? The value of those assets determines the quality of your loans. Impaired, damaged,
or destroyed collateral impacts the value of your loan — quality drops too.
struggle to get the information I
need to do a complete evaluation of
these policies.

Of the four branches of bank
insurance (fraud-bond, management
liability, standard lines, and lender
asset protection), the most abused
is lender asset protection. (I covered
each branch extensively in the last
issue of this newsletter. Email me
for a copy of the February 2013
issue if you don’t have it.)

Lender Asset Protection Insurance Coverage Matrix
Forced
Placed

Ins. Company:
Limits:
Automatic Coverage?*

Expiration Date:
Deductible:

Forced Placed Flood Insurance - Insurance for the peril of
flood placed when the property owner has failed to protect the
property according to the mortgage.

Ins. Company:
Limits:
Automatic Coverage?*

Expiration Date:
Deductible:

Forced Placed Commercial Chattel - Insurance protecting
commercial property and equipment (other than real property)
that is the security for commercial loans.

Ins. Company:
Limits:
Automatic Coverage?*

Expiration Date:
Deductible:

Ins. Company:
Limits:

Expiration Date:
Deductible:

Ins. Company:
Limits:

Expiration Date:
Deductible:

Mortgage Impairment Insurance - A broad policy with multiple coverage
sections covering a wide variety of issues that can impair a lender’s ability to
collect the loan. Coverage includes failure to have insurance in place, failure
to properly assign flood zones, failure to pay real estate taxes, failure to
properly file or record legal documents, failure to comply with loan guarantee
provisions, credit life insurance errors and omissions.

Lender asset protection — forced
placed insurance, mortgage impairment, vendors single interest, and
REO property insurance. These
coverages seem to be “the forgotten”
in many bank insurance programs.

Foreclosed
/ REO

Your Coverage

Forced Placed Property Insurance - Property insurance
covering properties where the bank has a mortgage interest
and the owner has failed to buy insurance.

Foreclosed / REO Property - Property insurance covering
properties the bank owns from the foreclosure process

There are no standard forms for
these policies. My industry cannot
even agree on what to call them —
different insurers call the policies
by different names. Different definitions, different exclusions. To this
confusion we add the current bank
regulatory revisions, and the problem grows as understanding shrinks.

Perils:
Flood?
Earthquake?
Foreclosed / REO Flood - Flood insurance covering
properties the bank owns from the foreclosure process.

Ins. Company:
Limits:

Expiration Date:
Deductible:

Foreclosed / REO Liability Insurance - Bodily injury and
property damage liability insurance protecting the bank from
lawsuit by a third party because of an injury at the foreclosed
property.

Ins. Company:
Limits:

Expiration Date:

Coverage provided in bank package policy / general liability
insurance?
Does the bank’s umbrella provide excess coverage?
Lenders Single Interest Insurance - coverage on the lender’s interest in
cars, boats, trucks, motorcycles and other chattel held as security in a loan.

CEOs and CFOs seem to view these
insurance policies as an afterthought.
Often the management of the
lender asset protection insurance
policies is conducted outside of
the normal insurance function of
the bank, by the loan department.
Usually a different agent handles
the coverage — often more than
one agent. Often a state’s bank
association provides the coverage
on a group basis. Many of the lender
asset protection policies are written
on a multi-year or ongoing basis, so nobody
is bugging you for renewal information. Out

Tracking
Customer
Insurance

Insurance Company:
Expiration Date:
Limits:

Tracking Customer Insurance On Mortgages - What is the
bank’s process?

Bank’s Process:

Tracking Customer Insurance On Commercial Chattel What is the bank’s process?

Bank’s Process:

Tracking Life Insurance That Secures Commercial Loans What is the bank’s process?

Bank’s Process:

Deductible:

*Is coverage automatically applied if a loss occurs, the customer failed to buy insurance, and the bank did not force-place coverage?
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I’ve found that summarizing
the bank’s lender exposures and
coverage is most helpful. Putting
your policies into neat boxes that
show you where exposures are
covered and what issues may be
uninsured is a start. I have built a
chart that helps in that effort and
I’m glad to send it to you for free.
A thumbnail of the chart can be
seen at left. Let me email you a
version in word-processor format
that will let you fill in the blanks
for your own bank. Just email me
at Scott@ScottSimmonds.com — no
obligation at all. It’s a useful tool
that will help you improve the insurance you
buy. I’m always glad to help.
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Clarify Your Coverage With This Tool —
email Scott@ScottSimmonds.com For A Copy
of sight often means out of mind. Frankly,
in my coverage reviews for banks I often
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INSURANCE, EXPOSURES, GAPS, AND OVERLAPS
Eighty percent of the value I provide my bank
clients is in the identification of insurance
gaps and overlaps. Here’s how I explain
the issues:

THIS GREEN CIRCLE IS
YOUR BANK’S INSURANCE
PROGRAM...
This is all the insurance you buy —
property, directors and officers,
professional liability, fraud-bond,
employment practices, workers’
compensation, auto, forced placed
property, mortgage impairment,
umbrella liability… The works.

YOUR EXPOSURE
TO LOSS

HERE’S THE RESULT...
In any insurance program there are
going to be gaps and overlaps. Some
things just are not insurable. Sometimes you don’t want insurance.
Sometimes you don’t want to
pay for the insurance coverage.

COVERAGE
YOU NEED

The key is knowing what
exposures you face, what
things are insured and
what are not.

YOUR INSURANCE
COVERAGE

YOUR INSURANCE
COVERAGE
YOUR EXPOSURE
TO LOSS

How about those things
that you think are covered
but are not? How about those
things that should be covered but
are not?
What is the impact on your bank of a
$400,000 underinsured loss? How will the
board of directors look at an uninsured loss? Risk
is a part of banking. What if those risks can be
mitigated by changing a few words in your insurance
policy? What if $1,000 in insurance premium would
have covered that $400,000 loss?

HERE’S YOUR BANK’S
EXPOSURE TO LOSS...
The blue line outlines your risks
and exposures. Here are all the
things that can go wrong. Fires,
floods, lawsuits, accidents, fraud,
theft, hackers, etc....

INSURANCE
YOU DON’T NEED

INSURANCE
YOU DON’T NEED

UNBIASED INSURANCE REVIEW
My job is to help banks buy better insurance. My review of your coverage will set
you on the path of understanding and improving your bank’s insurance program.
My work is unbiased. I’m an authority on bank
insurance and a thought leader in the world of
bank insurance. My review of your coverage will
give you solid information on the gaps and overlaps in your insurance.
I build strategies on how you can get the broadest
coverage the marketplace has available. I uncover
(pardon the pun) your insurance problems and
issues. I often work with my client’s current
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insurance agent. I have over 300 financial institutions as clients.
A coverage review takes about two weeks and pays
for itself ten times over in better insurance, better
understanding and better premiums — and then
there’s the comfort of knowing.
Email me at Scott@ScottSimmonds.com or call me at
207-284-0085.

COVERAGE
YOU NEED

Stay Current on Bank
Insurance Issues.
Join our inner circle for
free, practical insurance
advice delivered direct
to your inbox.
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Newly Updated
Bank Insurance Limit
Recommendations
How Much Coverage Should
Your Bank Buy? — Do you have

enough? Are your limits of insurance
in the right places? Newly updated.
Includes bond, executive risk, umbrella
liability, cyber liability, and property insurance. Answers to the most
common question I get: “How much
coverage should we buy?”
Get your free copy by emailing Scott@
ScottSimmonds.com.

Free Bank Insurance Resources
Become a member of my “Inner
Circle” and get free access to a wealth

of bank insurance information. No other
resource offers more information designed
to help bankers who buy insurance for their
banks. Access is free — just email me at
Scott@ScottSimmonds.com.

Get Access To My Past Bank
Insurance Teleseminars — Sessions

have included: How To Renew Your Bank’s
Insurance, Lender Asset Protection Insurance, What You Should Know About Your
Bank’s Insurance, D&O for Dummies, and
Banker’s Bond Bugaboos.

Questions to Ask Your Insurance
Agent — Sixty questions to ask your insur-

ance agent to help you understand your
bank’s insurance coverage.

Insurance Renewal Assistance
How are you going to manage your next
insurance renewal? Will you use the same
insurer? Will you involve multiple agents?
Should you keep the same coverage? Are you
missing protection?

The best time to start working on your
renewal is 120 days before the expiration of
your current policies. (However, my tactics
can help even if you are just days away from
the due dates.)

Is your agent working as hard as she should?
Are you missing opportunities? Is this really
the best there is? What insurers should be
in on the process? How do you select other
agents to participate?

Contact me now to discuss your bank’s situation:
Scott@ScottSimmonds.com or 207-284-0085.
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