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When running a business, especially in industries where employees handle cash, financial
transactions, or valuable assets, safequarding against potential losses is crucial. One common
concern for employers is the risk of theft, fraud, or accidental loss caused by employees entrusted
with financial responsibilities. This is where specific insurance policies come into play to protect the
business from significant financial setbacks. The primary insurance policy designed to cover
employers from such risks is known as Fidelity Bond Insurance, often encompassed within broader
Crime Insurance policies. Understanding the nuances of these policies, their coverage scope, and how
they differ from other types of insurance is essential for business owners seeking to mitigate financial
risks associated with employees handling money.

Understanding Fidelity Bond Insurance

Fidelity Bond Insurance is a specialized form of coverage that provides protection to employers
against losses caused by dishonest acts of their employees. When an employee who handles money
or sensitive financial information commits theft, fraud, or embezzlement, this policy can help recover
the lost funds.

What Is a Fidelity Bond?

A fidelity bond is a type of insurance that guarantees compensation for financial losses resulting from
an employee’s dishonest actions. Unlike standard liability insurance, which covers third-party claims,
fidelity bonds specifically protect the employer against internal employee misconduct.

Types of Fidelity Bonds

Fidelity bonds come in various forms, tailored to different business needs:
» Blanket Fidelity Bonds: Cover all employees engaged in financial duties under a single policy.

* Employee Dishonesty Bonds: Cover specific employees who are entrusted with cash or
assets.

» Position Fidelity Bonds: Cover specific job positions, regardless of the individual employee
filling that role.



Coverage and Limitations
Fidelity bonds typically cover:

e Theft of money, securities, or property by employees.
e Forgery or alteration of financial documents.

e Embezzlement or misappropriation of funds.

However, they usually exclude:
e Losses caused by dishonest acts before the policy’s inception.
e Fraud committed by third parties.

¢ Legal liabilities unrelated to employee dishonesty.

Crime Insurance: Broader Protection for Internal Risks

While fidelity bonds focus on employee dishonesty, Crime Insurance offers a wider scope of coverage,
including protection against various types of criminal acts that could lead to financial loss.

What Is Crime Insurance?

Crime Insurance is a comprehensive policy that covers a range of criminal acts, including:
e Theft, burglary, and robbery.
e Forgery and alteration of financial documents.
e Computer fraud and funds transfer fraud.

e Employee dishonesty (which can be included as part of the policy).

Coverage for Employee-Related Crime

Many Crime Insurance policies include Employee Dishonesty coverage, which overlaps with fidelity
bonds but is often broader in scope. This coverage protects against losses caused by an employee’s



theft, forgery, or other criminal acts, regardless of whether the act was dishonest or accidental.

Advantages of Crime Insurance

» Provides protection against a wide variety of criminal acts, not just employee dishonesty.
e Offers reimbursement for losses caused by third-party crimes like burglary or robbery.

e Can be customized to fit specific business needs and risks.

Other Insurance Policies That Offer Financial Protection

Besides fidelity bonds and crime insurance, certain other policies can help mitigate financial risks
associated with employees handling money.

Employee Theft Coverage within Commercial Crime Policies

Many commercial crime policies include Employee Theft coverage as a component, offering similar
protections as fidelity bonds but often with broader coverage options.

Commercial General Liability (CGL) Insurance

While CGL policies primarily cover third-party claims for bodily injury or property damage, some
policies may extend to cover allegations related to financial misconduct, though this is less common
and usually limited.

Cyber Liability Insurance

For businesses that handle digital financial transactions or sensitive data, Cyber Liability Insurance
protects against data breaches, hacking, and cyber fraud, which can also involve financial theft.

Choosing the Right Coverage for Your Business

Selecting the appropriate insurance policy depends on several factors, including the nature of your
business, the size of your operations, and the level of financial risk involved.



Assess Your Business Risks

Evaluate:
e The types of financial transactions employees handle.
e The amount of cash or assets processed daily.

e The history of internal theft or fraud incidents.

Consult with Insurance Professionals

Engage with insurance brokers or agents experienced in commercial crime coverage to:
e |dentify gaps in current coverage.
e Customize policies that align with your specific risks.

e Understand policy exclusions and claim procedures.

Implement Internal Controls and Policies

Insurance is a vital safety net, but internal controls such as segregation of duties, regular audits, and
employee background checks can further reduce the risk of financial loss.

Conclusion: Protecting Your Business from Financial
Losses

In summary, the primary insurance policy that covers the employer from financial loss if an employee
who handles money commits theft, fraud, or embezzlement is the Fidelity Bond Insurance, often
incorporated into broader Crime Insurance policies. These policies provide essential protection against
internal criminal acts, helping businesses recover losses and maintain financial stability.

For business owners, understanding the differences between fidelity bonds, crime insurance, and
other related policies is crucial to crafting a comprehensive risk management strategy. Combining
appropriate insurance coverage with robust internal controls ensures that your business is well-
protected against the unpredictable risks associated with employees handling money and valuable
assets.

Investing in the right insurance policies not only secures your financial future but also provides peace
of mind, allowing you to focus on growing your business confidently.



Frequently Asked Questions

What type of insurance policy protects employers from
financial losses caused by employees handling money
improperly?

This type of insurance is called Fidelity Bond or Employee Dishonesty Insurance, which covers losses
resulting from employee theft or dishonesty.

Is there a specific insurance that covers employee theft or
dishonesty related to handling money?

Yes, Employee Dishonesty Insurance, often included in Fidelity Bonds, specifically covers losses from
employee theft, embezzlement, or fraud involving money or property.

What is the difference between Crime Insurance and Fidelity
Insurance in protecting against employee financial
misconduct?

Crime Insurance typically covers a broader range of criminal acts, including theft and fraud, while
Fidelity Insurance focuses specifically on employee dishonesty and theft of money or securities.

Can employers get coverage for losses caused by employees
who handle cash or financial transactions?

Yes, employers can obtain Fidelity Bonds or Employee Dishonesty Insurance to protect against
financial losses caused by employees handling cash, checks, or financial transactions.

Are Fidelity Bonds mandatory for certain businesses or
industries?

While not universally mandatory, Fidelity Bonds are often required for specific industries like financial
services, banking, or government contracts to ensure protection against employee theft or
dishonesty.

Additional Resources

Insurance policies that protect employers from financial loss caused by employees
handling money are vital components of risk management strategies in many
organizations. These specialized coverages are designed to mitigate the financial impact
arising from employee theft, dishonesty, or negligence, ensuring that businesses can
operate smoothly even when unforeseen internal issues occur. In this comprehensive
review, we explore the various types of insurance policies tailored to safeguard employers
against such risks, examining their features, differences, and relevance in today’s



dynamic business environment.



