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In the wake of turbulent times and significant changes in banking regulations in New 
England, credit unions share an overriding optimism about their growth in 2011.  

TAKE ADVANTAGE OF THIS RESURGENCE!  

Smart Solutions, The Warren Group's annual issue, will provide valuable information from 
you and other vendors, as well as from our editors, to decision makers at all of the credit 
unions in New England as they seek to improve their services, update their operations 
and grow. 

•	 Valuable Advertising Opportunity
•	 Unique Editorial Opportunity	
•	 Put your products, services and your expertise and experience on display
•	 Raise awareness of your company and your reputation
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Credit Unions  Are On The March

TELL 20,000 CU DECISION MAKERS IN CONNECTICUT, 
MAINE, MASSACHUSETTS, RHODE ISLAND AND VERMONT  
HOW VALUABLE YOU ARE TO THEM.

GNECUS COMPANION DISCOUNTS. 
SPONSORS OR EXHIBITORS AT THE 2011 GREAT 

NEW ENGLAND CREDIT UNION SHOW GET A 

15% DISCOUNT ON SMART SOLUTIONS. 

The National Credit Union Administration and state 
examiners will scrutinize your member business loans 
for compliance to written regulations to determine the 
safety and soundness of your portfolio. An important 
area that examiners rarely visit and lenders often 

overlook is the type and quality of insurance protection, if any, 
the member has in place to safeguard assets, or the viability of the 
business itself in the event of a fire, accident, lawsuit, etc.

Typically, lenders require insurance only on real estate unless 
a government guaranty program, such as the U.S. Small Business 
Administration, requires additional business hazard insurance. In 

reality, all businesses should have insurance that protects the lender 
from loss against non-operational perils.

Executed loan documents routinely require insurance to be 
obtained and maintained, with the provision that an insurance 
certificate be provided annually by the member. This leaves the type 
and amount up to the lender, and without specific requirements in 
the commitment letter, the business member will naturally gravitate 
to the lowest cost coverage, often with very limited coverage, exposing 
both the lender and member to risk of loss.

For example, a lender funding a loan on a one- to four-unit family 
investment property requires an insurance binder at closing. Upon 
receipt of the binder, the lender should examine the form of the 
coverage. If, in the case of the one- to four-unit property, the member 
has purchased the basic form of dwelling insurance – that is, only fire, 
lightning and internal explosions are covered causes of loss – frequent 
causes of building damage, such as vandalism, damage due to weight 
of ice and snow, freezing and many other perils are not covered. The 
prudent lender will require at least broad form insurance, which 
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covers many more perils than the basic 
form. This creates a high level of service for 
the member who, for a reasonable increase 
in the premium, should realize the lender is 
looking out for the member’s best interest.

A year later, when the same member 
or his or her agent sends in the annual 
insurance certificate, either the loan 
officer or loan servicing staff must review 
the certificate to verify coverage has not 
degraded. At the same time, the lender 
should be verified as mortgagee.

Like the dwelling case, insurance 
coverage for commercial property should 
be specified to be broad form, not basic, 
and should be reviewed annually to ensure 
coverage continuity.

There is a common myth that if there 
is no real estate involved in the transaction, 
there is no need to specify or require 
insurance coverage. Nothing could be 

further from the truth. An argument could 
be made that insurance is more important 
when lending to service companies or other 
businesses that do not own the real estate 
from which they operate.

If your member’s business that is open 
to the public, such as a restaurant, requiring 
commercial liability insurance, through 
either a commercial general liability policy, 
or business owner’s policy for smaller 
businesses, is a good practice. These policies 
protect the business from suits for bodily 
injury and property damage to persons other 
than the insured, while providing coverage 
for slander or libel, as well as modest 
medical payment to others. No financial 
ratio, covenant, or industry analysis the 
lender conjures up in the underwriting 
analysis will protect the member from a 
lawsuit, frivolous or not. Regardless of how 
well the member runs the business, the 

cost of defending against a lawsuit and a 
punitive settlement could quickly end the 
business, ruining the member and exposing 
the lender to loss.

The question for the credit union 
lender, and/or a CUSO if used for member 
business lending support, is what insurance 
to require, then how to do so without 
intruding on the member’s right to operate 
the business or being non-competitive.

At Northeast Member Business Services 
(Northeast), we decided to act proactively 
with our credit unions, and are working to 
ensure their business members obtain the 
necessary property and casualty insurance 
protection. In this article, I’ve touched only 
the surface of this important topic. Our 
CUSO’s goal is to reduce our credit unions’ 
exposure to loss, while providing lenders the 
tools to create a higher quality experience 
for the business member. nMember Business Lending 
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“There is a common myth that if there is no 
real estate involved in the transaction, there 
is no need to specify or require insurance 
coverage.”

®

Insurance

Rick Slater is chief operating officer at Northeast Member 
Business Services, LLC, a Keene, New Hampshire-based CUSO 
providing member business lending support for credit unions 
throughout the northeast United States. Please take a look at 
Northeast’s advertisement in this issue.

EDITORIAL SUBMISSION 
OPPORTUNITY:  
    
Rarely available to advertisers, 
we invite you to make an editorial 
contribution. You can provide 
us with your story of how you 
met a challenge in the form of a 
case study or similar description, 
demonstrating your expertise in 
providing a solution. 

INCREASE YOUR SALES
To order your ad and submit your 
story, or for more information,  
contact your TWG Account Manager 
or George Chateauneuf, Ad Director,  
at custompubs@thewarrengroup.
com or call 617-896-5344. 
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