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What’s In Your Bond? A Guide To The Coverages In 
Your Financial Institution Bond
About half the questions I get from bankers involve “the bond.” Most often the confusion is over what coverages 
are in there and how the thing works. Let me try to help...

The financial institution bond (also 
called the bankers’ bond or the bankers’ 
blanket bond) protects the bank for 
issues of dishonesty and fraud. Claims 
include: employee theft, robbery, loan 
fraud, kidnapping, wire transfer fraud, 
counterfeit currency, and computer 
systems fraud.

The bond protects the bank against a 
fraudulent loss of the bank’s assets. 
Here is a description of the major 
coverage sections included in most 
policies. 

EmployEE DishonEsty/FiDElity
Dishonest or fraudulent acts com-
mitted by employees are covered here. 
The employee could be acting alone or 
in collusion with others. This is an 
intentional loss to the bank caused  
by an employee. Don’t confuse this 
with mistakes made by an employee—
intentional acts that hurt the bank’s 
customers are what is covered in this 
section. Be sure fraudulent trading 
activities are also covered.

on prEmisEs
Robbery, burglary, and mysterious disap-
pearance are all covered by on-premises 

coverage. The property stolen can be owned 
by the bank, a customer, or an employee. 

ATMs that are in your bank building 
are included, too.

monEy anD propErty  
in transit
Coverage for loss of property from 
robbery, larceny, theft, or misplace-
ment while the property is in transit 
away from the bank. Money being 
transported by a bank employee is 
usually covered, even if the transporta-
tion is made by private car. Be aware  
of limitations when contractors move 
money for you. Most policies require 
that transportation companies use 
armored cars for coverage to kick in.

CountErFEit CurrEnCy
Coverage is included in this section 
for loss resulting from the good-faith 
acceptance of counterfeit money. Be 
sure the definition of “currency” or 
“money” includes currencies of foreign 
governments.

automatED tEllEr maChinEs
This section is for your ATMs in your 
parking lot or away from a bank 
branch. (The on-premises coverage 

covers ATMs in your lobby.) Losses can be 
caused by burglary, robbery, or attempted 
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Bank Insurance Commentary — Community Banks
There does not seem to be much said lately 
in the national media about all the good 
done by community banks. Maybe I’m just 
overly sensitive.

Allow me to preach to the choir.

Every one of my bank clients are economic 
engines in their communities. First the 
bank creates jobs directly at the bank —
jobs, spending, and taxes — all in their 

communities. Then there are the jobs created by the development, 
business expansion, and construction financed by the bank. Banks 
leverage and multiply innovation and entrepreneurship.

Not mentioned often enough is the service to communities performed 
by the employees and officers of banks. Few community bankers are 
not involved in at least two non-profits—from United Way, the Red 
Cross, Rotary, Kiwanis, youth sports, churches, local hospitals... Some 
banks total up the hours employees spend—even the smallest banks 
tally up thousands of hours of service. Well done, you.

Your bank’s insurance supports your support of your communities by 
allowing you to transfer some of the risks you face. I’m proud to help 
my clients in the important work they do.

 
 

 
Scott Simmonds, CPCU, ARM

Total up the hours employees spend – 
even the smallest banks tally up  
thousands of hours of service.

Unbiased Bank Insurance Coverage Review
I’m often asked how my reviews of insurance 
work. Here’s a typical timeline for an unbiased 
insurance review:

n Day 1: The CFO of ABC Bank emails me. 
He is interested in a review of his bank’s insur-
ance. We discuss his bank’s situation, current 
insurance, and his objectives. The call takes less 
than twenty minutes. In a few hours he has a 
proposal outlining costs, my approach, objec-
tives, and value.

n Day 5: The CFO gets back to me, asking 
to move forward. He signs the proposal and 
cuts me a check for my fee. The bank emails 
me copies of the policies. I forward a survey of 
exposure questions to help me understand the 
bank. I start my review.

n Day 15: I email the CFO a copy of my find-
ings to be used in our phone call later in the day. 

We review the issues and I provide my recom-
mendations. The CEO, CFO, and SVP of the 
bank are on the call. We set action plans and 
accountabilities for each issue. 

n Day 16: I send the call participants a 
summary of the issues we discussed clarifying 
my recommendations. The CFO calls me with 
questions as the issues are addressed. I often talk 
with the bank’s agent about my suggestions. We 
are all on the same team.

With an unbiased coverage review my clients 
get better insurance, better premiums, and easier 
insurance administration. Learn the coverage 
you really have. Confirm your understanding. 
Eliminate fears. Don’t worry if your bank has 
the right insurance—learn the truth.

Send me an email at Scott@ScottSimmonds.com or 
call 207-284-0085. 
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burglary or robbery. Beware of wording that requires that the ATM 
be “permanent.”

ComputEr systEms FrauD
This is where you look for coverage when the bad guys use computers 
to get at you. The insurance applies when money/property is trans-
ferred, paid, or delivered, or when an account is debited or credited, 
or when a fictitious account is debited or credited fraudulently.

DEbit CarD CovEragE
Covers fraudulent use of a debit card to obtain cash or pay for prod-
ucts or services by gaining access to an electronic payment device. 
Watch for limitations of coverage for events originating outside the 
United States.

DEstruCtion oF Data or 
programs by haCkEr or 
virus
Covers loss by hacker or virus 
resulting directly from the 
malicious destruction of data  
or computer programs owned 
by the bank. Protection is 
usually included for the cost of 
duplicating data from backup 
sources.

ForgEry/unauthorizED 
signaturE
Provides protection against a 
loss caused by an unauthorized 
signature or the alteration of a 
negotiable instrument.

FrauDulEnt mortgagEs
Covers loss through the bank 
having, in good faith, acted 
upon any real property mort-
gages or similar instruments 
which prove to be obtained by 
trickery or false pretenses.

kiDnap-ransom-
Extortion
Covers the loss of money sur-
rendered and expenses incurred 
as a result of kidnap, extortion, 
or a ransom demand. Coverage 
is for bank employees, family 
members, customers and the general public. Make sure e-commerce 
extortion is included in your policy.

saFE DEpository
Covers property in your customer’s safe deposit boxes damaged by 

theft, fire, windstorm, and by virtually any other cause. Some policies 
exclude money from coverage.

sECuritiEs FrauD / ForgEry
Covers losses resulting from extending credit on the faith of stock 
certificates, documents of title, deeds, mortgages, certificates of title, 
corporate or personal guarantees, evidences of debt, and security 
agreements that are forged, altered, counterfeited, lost, or stolen. The 
bank must have relied in good faith upon an original instrument. The 
document must have been in the physical possession of the bank, its 
correspondent, or representative.

sErviCing ContraCtors
Extends coverage for loss resulting from the dishonest acts of a 

person or organization that 
collects and records payments 
on real estate mortgage, home 
improvement loans, or a 
manager of real property under 
the control of the insured.

stop paymEnt or 
WrongFul Dishonor
Covers errors made by your 
failure to comply with a cus-
tomer’s request to stop payment 
on a negotiable instrument or in 
your refusing to pay a nego-
tiable instrument.

FrauDulEnt FunDs 
transFEr
Covers loss resulting directly 
from the bank having trans-
ferred or delivered funds per 
instructions in a fraudulent 
phone call, fax, or computer sys-
tem transaction. Some insurers 
have “call back” requirements 
that exclude coverage when a 
confirmation phone call is not 
made for transfers over a certain 
limit. Negotiate the call-back 
limit to match your operations.

gEnEral thoughts
Regular readers will recall my 
admonition that every insurer 
uses different policy language 

and definitions. Exclusions that change the meaning of the insur-
ance contract must be carefully read and considered. Renewals need 
to be considered carefully. What you had on your old policy is not 
what you’ll have on the new one—even if you stay with the same 
insurance company. 

Continued from page 1

Money being transported by a bank employee 
is usually covered, even if the transportation 

is made by private car. Be aware of limitations 
when contractors move money for you.
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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 prop-
erty insurance. Answers to the most 
common question I get: “How much 
coverage should we buy?”

Get your free copy by emailing Scott@
ScottSimmonds.com. 

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?

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?

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 days away from the 
due dates.)

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

Free Bank Insurance Resources
bEComE a mEmbEr oF my “innEr 
CirClE” to 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 Insur-
ance, 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. 


