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So, since I know your insurance has 
problems, the question then is: How 
big are they, and how much pain could 
the problems cause?

Maybe your deductible is too low. That 
is certainly not catastrophic. Maybe a 
subsidiary of the bank is not properly 
listed. Now, that could be a problem.

I just finished a review for a billion-
dollar bank. There was no lender 
liability and no banker’s professional 
liability. A very big deal! The same 
bank had no coverage for their ERISA 
liability. Explain that one to the VP who is 
personally liable for a mistake made by the 
bank.

What is the financial impact to your bank 
of a $250,000 uninsured loss? How about a 
$1,000,000 loss without insurance?

Here are some strategies every bank can use 
to plug the gaps.

Meet with your insurance agent
Meet with your insurance agent annually 
to review your coverage, catch her up on 
changes in your business, and talk about 
hazards.

Your agent should provide you with a 
coverage summary and a report of losses. 
Talk about where your bank has been and 

where you plan to go. Are you considering 
mergers or acquisitions? Is a new product 
line being considered? Are you planning 
new locations or buying new equipment? 
Are you discontinuing any operations?

What does your agent intend to do in 
preparation for your current policy renewals? 
What strategies will control your costs 
while improving protection? Are there new 
insurers to consider?

Let the agent know of risks you’re concerned 
with. Look at your loss record. What can 
the agent do to help? Find out what services 
the agent offers that can assist with problem 
areas. Learn what services your insurer offers.

ask questions
Questions generate conversations. Ask your 

insurance agent probing questions 
about your coverage that will push 
him past the normal rote response:

•  If we were a prospect and not a 
client, which insurance company 
would you recommend we consider 
for our bank’s policies?

•  What is your plan for the coming 
year’s renewal?

•  What should we consider for 
coverage improvements?

•  What are your concerns with our 
insurance program?

•  Do we have coverage for our expo-
sures to personal liability under 
ERISA?

•  Do bankers’ professional liability claims 
reduce the coverage available in other 
coverage sections?

consider bidding your  
insurance this renewal
The insurance marketplace has evolved 
(devolved?) into a place where, in order to get 
the best coverage, best price, and best service, 
you must bid your insurance regularly.

Many insurance buyers ask their agent to 
bid coverage to other insurers. While this 
may be a step up from just renewing your 
insurance, it has proven to be second best to 
getting multiple agents and multiple insurers 
to offer proposals.

Winning Strategies For Your Bank’s Insurance
Twenty-five insurance problems! In every insurance review I do for banks, I find at least twenty-five issues of 
concern. Sometimes the problems I find are small and sometimes they are big. No bank has the perfect insurance.
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Professional Gratitude
“ As we approached renewal time for our insurance policies, our 
Board wanted to be sure we invested wisely in insurance and 
obtained adequate coverage. In the past, we’ve always relied 
on our existing agents for insurance recommendations. Having 
someone like Scott who knows the insurance needs of banks 
and doesn’t sell insurance directly was something we felt we 
needed. His unbiased approach and expertise was something 
we lacked in the past.

“ We’ve been working with Scott for several months now on 
reviewing our existing policies, assisting with coverage limits, 
and negotiating with carriers. His services have been extremely 
helpful and made the process much smoother than prior years. 
I’m sure we’ll be working with Scott for years to come.”

 –  Tom Bevivino 
Severn Savings Bank, EVP, CFO 
Annapolis, MD

Some of Our Clients
n Dacotah Bank, Aberdeen, SD
n First State Bank, Joplin, MO
n First National Bank Bank, Clinton, MO
n First State Bank, Shallowater, TX
n Coastal Commerce Bank, Houma, LA
n Bank of Commerce, Rawlins, WY
n Fairfield National Bank, Fairfield, IL
n Bank of Putnam County, Crossville, TN
n Premier Bank, Rock Valley, IA
n Clear Mountain Bank, Bruceton Mills, WV
n Mechanics Savings Bank, Auburn, ME
n Premier Bank of the South, Cullman, AL
n Greenfield Savings Bank, Greenfield, MA
n Tidelands Bank, Mt. Pleasant, SC
n Sanford Institution For Savings, Sanford, ME
n First Trust Company, New Orleans, LA
n Mascoma Savings Bank, White River Junction, VT
n Union Bank, Morrisville, VT
n Bangor Savings Bank, Bangor, ME
n Northeast Bank, Lewiston, ME 
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Bank Insurance Teleseminar – 
Tuesday, February 14, 2012
Executive Risk and D&O Update - We’ll talk about the execu-
tive risk policy, the current marketplace, trends, and my ideas for 
improving your bank’s coverage. The conversation will include 
D&O, cyber, fiduciary liability, and employment practices.

We’ll talk about the basics of the coverage and some new stuff 
coming down the road. 

Join in for 45 minutes of solid information you will not hear 
anyplace else. Questions are encouraged and discussions are 
welcome. If you manage insurance for your bank, you need to 
be in on this call. 

When: Feb. 14, 2012 – 1:00 p.m. Eastern
Where: Call in and listen from any phone

Bankers, register for free by emailing Scott@ScottSimmonds.com 
or go to www.ScottSimmonds.com/teleseminar. No obligation, 
of course. Seats are limited. Register now. 

Listen To Our Prior  
Bank Insurance Teleseminars

december, 2011 –  Other Coverages in your Bank’s 
Bond Plus Civil Money Penalties 
Insurance.

october, 2011 –  Lender Asset Protection Insurance.

august, 2011 –  What You Should Know About Your 
Bank’s Insurance.

June, 2011 – D&O for Dummies.

april, 2011 – Banker’s Bond Bugaboos.

February, 2011 – Bank Insurance 101.

Email Scott@ScottSimmonds.com for free download instructions
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I am not at all musical. I sang in the church 
choir as a kid. I took violin lessons a few 
years ago (a story I’m glad to tell, if you ask). 
I sing in the shower and to my grandchil-
dren in the car. The only tunes I play are on 
the radio – or my iPhone.

I do know that in music the chorus is a part 
of the song repeated, as in verse 1 – chorus –
verse 2 – chorus – verse 3…

In insurance, the chorus is the need to seek competitive proposals in 
your renewals. 

We have been in a buyer’s insurance market for some time. Compet-
itive proposals assure a bank of getting the best coverage at the best 
price.

We are entering a market where bank insurance costs will be going up 
and coverage will be restricted. Competitive proposals continue to be 
the best way of getting the best coverage at the best price.

As I mentioned in this issue’s main article, some banks cannot 
change insurance agents – perhaps the agent is a stockholder or board 
member. Perhaps your bank owns your insurance agency. Maybe the 
politics of your town make it such that you just “have to” keep your 
current agent. There still are ways to get competitive proposals so you 
are looking at the best coverage the marketplace has to offer. 

Many banks look at my involvement as crucial to the due diligence 
stockholders and regulators insist on.

Your bank should be considering other insurance company proposals 
at least every five years. For most banks every three years makes  
more sense. Even if you can’t change agents, you can certainly  
consider other insurers. Competition is what drives insurers to 
perform better – better coverage and better prices.

Use competition to improve your insurance program.

 
 
 
Scott Simmonds, CPCU, ARM

Bank Insurance Commentary – The Insurance Chorus

Q: How much extra expense 
coverage should we buy?

A: First, let me explain extra expense 
coverage. After a fire or other loss 

you might be unable to use your building 
while repairs are being made. Extra expense 
insurance pays for the increased costs of 
operations in a temporary location. It will 
pay to rent office space, pay for the costs to 
fit out a location with data service, wiring, 
dividers, and the like. These are expenses 
you will incur to keep your customers. 
Without proper insurance those funds will 
be paid by the bank, rather than an insurer.

Back to the question: How much extra 
extra expense coverage should a bank buy? 
My answer is: A lot. 

I think that $100,000 is an absolute 
minimum for even the smallest bank 
branch. $500,000 might not be enough 
coverage for your main location or admin-
istrative center.

I’ve come up with a formula that gives 
some idea of the amount of coverage to 
buy. Take the number of people who work 
at the location in question, and multiply it 
by $5,000. Add $100,000. If the location is 
your computer center, add $50,000. 

Consider the result in the formula above. 
Consider your operation. Consider 
doubling the number from the formula 
above. (That is to say, the formula is not 
perfect. Use your best judgment and then 
buy more insurance.)

Q: How much transit cash coverage 
should we have on our bond?

A: Transit cash is a coverage need that 
has evolved downward. With digital 

transactions and copies, the cost of recre-
ating records is almost nothing now. Many 
banks had well over $1,000,000 of coverage 
in the past. Now $250,000 is almost always 
adequate. The flip side of this issue is that 
the cost of coverage has come way down 
too. Dropping the limit of coverage in 
transit cash will not reduce your premium 
that much. There is little exposure here to 
loss. Small exposure equals small premium.

Note: Your questions for this section are 
welcome. Email Scott@ScottSimmonds.com.

Real Questions |Q&A| Real Answers
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If you direct your insurer to just renew 
your coverage, you will get terms similar to 
your current policy. Asking your agent to 
get quotes from other insurers will force 
your current insurer to sharpen her pencil. 
However, your agent need not sweat the 
renewal. She knows that regardless of what 
happens, she is keeping your business.

Introducing another agent and a few more 
insurance companies to the process forces 
both your insurance carriers and your agent 
to be aggressive – otherwise, she will lose 
your business.

The current bank insurance marketplace is 
changing quickly – and not in a good way 
for banks. Start working on renewals four 
months in advance. Push your agent and 
insurers on coverage and price.

PerhaPs you can’t change agents 
or get quotes FroM others
In my work with banks, there is often  
something in the transaction that prevents 
the bank from using another agent in 
bidding. I have clients who own their insur-
ance agent. Some banks have their insurance 
with a major stockholder. Some community 
banks “politically” have to use a certain agent. 
I have several small banks where the agent is 
the president’s brother-in-law. For whatever 
reason, many banks just cannot entertain the 
idea of changing agents.

Recognizing that is a key determinant in 
the structure of a renewal. There is still room 

to negotiate on issues of coverage and the 
marketplace. The agent can be prodded to 
get quotes from other insurers and for alter-
native coverage.

I have had CFOs tell me they are “stuck” using 
a particular agent. My response is always 
this: then make that agent the best agent for 
the bank by poking, prodding, informing, 
and questioning. You may be stuck with  
an agent – you are never stuck with inad-
equate coverage.

negotiate, negotiate, negotiate
Everything in your insurance program 
is negotiable. Everything, that is, until 
you have a claim. Just because you have a 
three-year policy that expires next year 
does not mean that you cannot improve 
your coverage and fix problems you find 
now. Work with your agent and insurer to 
uncover areas of weakness. Once the claim 
happens, that door closes.

get another set oF eyes  
looking at your coverage
Here’s where I come in. An unbiased 
review of your bank’s insurance will uncover 
the gaps and overlaps that are (unfortu-
nately) a part of all insurance programs. My 
specialization in banks gives me a unique 
understanding of the issues and cover-
ages that can best serve your bank. Many 
banks consider my reviews to be a part of 
normal due diligence. Just send me an email  
(Scott@ScottSimmonds.com) and we’ll start 
the conversation. 
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Please helP us  
keeP our mailing  
list uP to date.

Wrong person? Wrong address?
Multiple copies? Let us know.

Contact Scott
Scott@ScottSimmonds.com

207-284-0085

address service requested

White Papers  
And Reports
Get your free copy of our bank insur-
ance reports and white papers. Just 
email me at Scott@ScottSimmonds.com.

How Much Coverage? – Recom-
mended insurance limits for banks. 
Do you have enough? Includes 
bond limits, executive risk, umbrella 
liability, cyber liability, and property 
insurance.

Questions to Ask Your Insurance 
Agent – Sixty questions to ask your 
insurance agent to help you under-
stand your bank’s insurance coverage.

How to Fine-Tune Your Bank’s 
Insurance Program – Straight talk 
on your bank’s insurance coverage.


