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Trouble In Your Employment  
Practices Liability Insurance?
!e more employees your bank has, the better (worse?) your chances are 
of having a lawsuit against you for discrimination, wrongful termination, 
harassment, or some other employment practice.
Frankly, for banks, it is not if you’ll have a 
claim, but when. Often the case is without 
merit. You still could easily spend $100,000 
in defense costs.

Employment practices liability insurance 
(EPLI) is protection against the !nancial 
consequences of job applicants, employees, 
and former employees who bring suit 
for discrimination, harassment, wrongful 
termination, failure to hire, and other work-
place torts.

Here’s a partial list of issues to be concerned 
with in your bank’s EPLI:

LIMITS OF COVERAGE: EPLI policies 

have a limit of coverage for claims which 
usually include the cost of defense. As you 
pay your attorney, the policy uses up the 
limit of coverage available to pay any award 
or settlement. Limits are also expressed as an 
aggregate for the total of all claims in a year.

SHARING LIMITS: "is is not so much an 
issue of the EPLI policy, but of the directors 

and o#cers coverage (D&O), if the EPLI 
and the D&O share limits. Your directors 
will not want to hear that EPLI claims have 
eaten away at the limits available for D&O 
claims. Ask your insurance agent if your 
policy separates claims for D&O and EPLI 
into separate “buckets” of coverage.

LOW DEDUCTIBLES: Low deductibles can 
cost you premium dollars. Get quotes for 
higher deductibles to help pay for higher 
limits of coverage.

DEFINITION OF HARASSMENT: Some 
policies still only cover “Sexual Harassment.” 
What about harassment based on race, 
ethnicity, or disability? "e policy should 
provide coverage for any type of harassment, 
including sexual harassment.

CHOICE OF ATTORNEY: Do you pick your 
attorney or does your insurance company?

DEFENSE COSTS ONLY: "ere are some 
policies that only cover defense costs. You 
should consider broader protection.

COMMON EXCLUSIONS:
Workers’ compensation claims
ERISA actions
 Fair Labor Standards Act
Unemployment insurance
Disability bene!ts law and OSHA
National Labor Relations Act   

Win or Lose? Covered or Not? Time to Review!

UNBIASED INSURANCE COVERAGE REVIEW
Comprehensive Unbiased Review Of Your D&O and Management Liability 

www.BankInsuranceConsultant.com/review



www.BankInsuranceConsultant.com
Scott@ScottSimmonds.com 

Choice of insurer is important.

In February of 2012 AmTrust (AM 
Best Rated A Insurer) announced 
they were taking over the renewal 
rights for the troubled insurer, 
BancInsure’s policies. At the time, 
I was cautious, but optimistic. Now 
I can say that AmTrust is a player 
in the bank insurance marketplace. 
I have seen several renewals and 
spoken with a number of AmTrust 
executives. I fully support and 

welcome AmTrust to the bank insurance marketplace. I wish them 
every success.

My “ideal” in bank insurance is a vibrant, competitive marketplace. 
I’ve often said that I want many insurers in the market, and I want 
them all to hate each other. !e more competition that exists for my 

bank clients, the better. Having AmTrust compete with Travelers, 
FinSecure, CNA, OneBeacon, Everest, Zurich, Chubb, and Cincin-
nati is a very good thing for the bank industry.

!e bank insurance market is vibrant and healthy. Over the past "ve 
years there have been several new or new/improved entries into the 
bank insurance marketplace. When I started my consulting practice 
there were only two or three insurers out there. Now there are at least 
"ve vying for the business of any well-run bank. If you have not inves-
tigated alternative insurers in a while (even if you want to keep the 
same agent), I recommend you do so — it’s a good time to be in the 
marketplace.

 
 
 
 
Scott Simmonds, CPCU, ARM

Scott’s Commentary – The BancInsure Buy-Out By AmTrust 

Q  What risk management strate-
gies will have the most impact 
on preventing employment 
practices liability insurance 
claims? 

A  Here are some:

Follow your employee handbook or 
throw it out. If you have rules, follow them. 
If you’re not going to follow your rules, you 
are better o# without them.

Have a labor attorney review your handbook, 
employment applications, and personnel 
policies regularly.

Train all managers regularly in employment 
law and your bank’s procedures. Following 
the rules is as important as having them.

Document all adverse action taken against 
any employee. If the events and conversa-
tions are not written down, you might not be 
able to use them in your defense. Document, 
document, document.

Q  Do we need a separate employ-
ment practices liability policy or 
should the coverage be a part 
of our directors and officers 
insurance?

A !e key lesson is that employment 
practices claims not reduce the cover-

age available for claims against your directors 
or o$cers, or other claims against the bank. 
Given separate limits and no aggregate cov-

erage amount, it really does not matter if you 
have a speci"c policy. I would suggest that 
you have the same insurer for your D&O 
and your EPLI, if you have separate policies.

Q  How much coverage should we 
have?

A !ere is no magic number. I do have 
minimum suggested limits, though.

I think every bank should have at least 
$2,000,000 of EPLI insurance. If your assets 
are over $500M I suggest $3,000,000 is the 
minimum. !e bigger the bank the higher 
the limits should be. Remember that cov-
erage limits include the cost of defense and 
are usually an aggregate for all claims dur-
ing a year.

Recommended Insurance Limits 
For more info on my recommended limits 
of coverage for D&O, the Fraud-Bond and 
other bank insurance policies, send an email 
to Scott@ScottSimmonds.com and ask me to 
send you my list of coverages. 

Quick Q&A On EPLI



Sample Findings In Bank  
Insurance Reviews
Here are some of the stories I have heard or issues I have found 
in bank insurance plans in my reviews just in the past month:

A Texas bank with the same insurance agent for 15 years 
discovered that they had no lender liability insurance.  
POTENTIAL LOSS: $300,000.

A Missouri bank found that the only coverage they have for a 
sex discrimination lawsuit is for defense costs. If they lose the 
lawsuit there is no coverage for the award against the bank. 
POTENTIAL LOSS: $150,000.

A Kentucky bank found that they misunderstood their bond 
covering !nancial institution fraud, leaving a gap between what 
they thought their insurance would pay and what it will pay. 
POTENTIAL LOSS: $250,000.

A Mississippi bank discovered that a !re at their main o"ce 
would result in their being co-insured (meaning uninsured). 
POTENTIAL LOSS: $400,000.

A Connecticut bank had some wind damage and learned 
that they had only $35,000 of extra expense coverage.  
POTENTIAL LOSS: $400,000.

#ese !ve conversations point to holes that could have caused 
$1,500,000 in uninsured losses — or more.

On average, I !nd well over $250,000 in uninsured/underin-
sured exposures when I review a bank’s insurance. I often !nd 
areas where a bank has half the insurance they should have.

A review of coverage takes about 2 weeks. #e cost is a tiny 
percentage of the holes I uncover. You spend a little and I !nd 
what holes need to be !xed.

What is the impact on your balance sheet of an uninsured 
$250,000 loss? How do you report that to the board? What is 
the impact of a $250,000 uninsured loss on your career?

THE STEPS ARE SIMPLE:
STEP 1  Pick the policies you want me to review.

STEP 2  Send me your policies — I start my review immediately.

STEP 3  We “meet” in a conference call to review and set a 
remediation strategy for any issues found.

Fix the holes before you have a loss. Let’s set a time to talk. Call 
or email me — Scott@ScottSimmonds.com.  

www.BankInsuranceConsultant.com
207-284-0085

Timeline For An Unbiased  
Insurance Review

DAY 1 #e CFO of the bank calls me. He is interested in a review 
of his bank’s insurance. We discuss his bank’s situation, current insur-
ance, and his objectives. #e call takes less than twenty minutes. In a 
few hours he has a proposal outlining my fee, my approach, our objec-
tives, and the value the bank will receive.

DAY 5 #e CFO decides to move forward. #e bank emails me 
copies of the policies. I forward a survey of exposure questions to help 
me understand the bank. I start my review of the policies — forti!ed 
by strong co$ee.

DAY 15 I email the CFO a copy of my !ndings, to be used in our 
phone call later in the day. We review the issues and I provide my 
recommendations. #e CEO, CFO, and SVP of the bank are in on 
the call. Issues are raised that have never been discussed before by 
the bank. New information is explained in a way that practical action 
steps can be determined. Accountabilities are set for each issue. 

DAY 16 I send participants in yesterday’s call a summary of the 
issues we discussed. #e CFO calls me with questions as the issues 
are addressed. I work with the bank’s agent and the concerns are 
addressed.

Let’s talk now about a review of your bank’s insurance. My clients 
get better insurance, better premiums, and easier insurance admin-
istration. Imagine having con!dence in the quality of your bank’s 
insurance. Call me. Let’s talk about your bank and how I might be 
able to help. Call 207-284-0085.  

My clients get better insurance, better premiums, 
and easier insurance administration.
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Teleseminar: Bank Insurance 101
Join me for a fast-paced, information-
packed 45 minutes of unbiased insight 
into bank insurance coverage issues. My 
teleseminars provide information on the 
bank insurance market, as well as tactics 
you can use to immediately improve the 
insurance your bank buys. Practical, easily 
implemented ideas every bank can use. 

 Directors and O!cers
 Bankers Fraud-Bond
 Cyber Coverage
 Property and Casualty

You will not get a sales pitch here. Valuable 
information, implementable now. Learn 
some of the common coverage holes.

Go to www.ScottSimmonds.com/bank-insur-
ance-teleseminar/. No obligation, of course. 
Seats are limited. Register now for free.  

 When:  Sept. 12, 2013 
1:00 p.m. Eastern

 Where:  Call in and listen 
from any phone

www.BankInsuranceConsultant.com
Scott@ScottSimmonds.com 

Simmonds on Bank Insurance
Consulting On, But Never Selling, Insurance
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STAY CURRENT ON BANK INSURANCE ISSUES.

Join our inner circle for free, practical  

insurance advice delivered direct to your inbox. 

Email Scott@ScottSimmonds.com
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Learn If Your Insurance 
Makes The Grade
Use my new (and free) practical tool to 
help you quickly evaluate your bank’s 
insurance program. #is simple 15-minute 
survey will help you quickly judge 
the overall strength of your insurance 
program. My clients get better insurance, 
greater understanding, better premiums, 
attentive insurers, unbiased advice, and 
easier administration. Get your free copy 
by email: Scott@ScottSimmonds.com.  

The Perils In Your  
Mortgage Impairment 
Insurance
Mortgage impairment insurance pays 
for losses to mortgaged properties 
when the customer defaults on their 
loan due to a "re or other catastrophe. 
Many mortgage impairment policies 
limit the coverage to perils required by 
your bank’s mortgage documents — a 
very low standard in most cases. Look 
for coverage for special perils, all risk, 
or on an “other perils” basis. Ask your 
insurance agent what’s missing from 
your mortgage impairment insurance 
coverage.  

ASK YOUR  
INSURANCE AGENT:

$2,200 UNBIASED INSURANCE 
COVERAGE REVIEW

Comprehensive Unbiased Review Of Your D&O and Management Liability 

www.BankInsuranceConsultant.com/2200review
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