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INSURANCE ADMINISTRATION

CONSUMER ADVISORY

IF YOUR POLICY LAPSES, LENDER MAY CHOOSE
INSURANCE FOR YOU AT YOUR EXPENSE

Did you know that if you borrow money to buy your car or home and let your insurance
policy lapse (cease to exist/end), your loan agreement may give the lender the right to
obtain insurance for you and require you to pay the premium? This type of insurance
coverage is called "lender-placed" or "force-placed" insurance. Often times, the premium for
forced-placed insurance is substantially higher than it would be if the property owner
obtained coverage directly from the insurer. And even though the lender will bill you for the
premiums due under the policy, the coverage only protects the lender's financial interest in
the property.

Force-placed or lender-placed policies are typically also very limited in the scope and
amount of coverage. For example, some policies only cover the amount of the outstanding
balance on the loan. For force-placed policies covering a home, damage to the dwelling
may be covered only if caused by specific causes of loss, and generally, there is no coverage
for your personal property.

66

Did you know that if you horrow money to buy your car or home
and let your insurance policy lapse (cease to exist/end), your
loan agreement may give the lender the right to obtain
insurance for you and require you to pay the premium?

%9
CONTINUED s

i, aryland 800-492-6116 Toll-free flin[©

INSURANCE ADMINISTRATION insurance.ma ryland.gov G



https://insurance.maryland.gov/
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Here are a few tips on what you can
do to protect yourself as a consumer:
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* If you borrow money to purchase your car or home, give your lender the name of your
insurance company and your insurance company the name and address of your lender
so the lender can be listed as an additional insured. Remember, you have the right to
select your insurance company.

* When you receive your notice of cancellation or nonrenewal, obtain a replacement
policy as soon as possible. Be sure to tell the insurer the name of any property
lienholder, and notify your lender that you have a new insurance policy. Even if the
lender has already obtained a lender-placed or force-placed policy, you have the right to
purchase a policy with a company of your choice (likely at a lesser cost with coverages
that are more beneficial to you) and then have the force-placed policy cancelled.

e Read the terms of the loan agreement carefully to make sure you understand your
rights and responsibilities.

* Read all letters from your insurance company and lender so that you are aware of any
changes in the circumstances that may impact your policy and loan.

For more information on how to compare the price of insurance for your car or home, refer
to our rate comparison guides available on our website or scan the QR code here:
grco.de/miaauto

This consumer guide should be used for educational purposes only. It is not intended to provide legal advice or opinions regarding coverage under a specific
insurance policy or contract; nor should it be construed as an endorsement of any product, service, person, or organization mentioned in this guide. Please
note that policy terms vary based on the particular insurer and you should contact your insurer or insurance producer (agent or broker) for more information.
This publication has been produced by the Maryland Insurance Administration (MIA) to provide consumers with general information about insurance-related
issues and/or state programs and services. This publication may contain copyrighted material which was used with permission of the copyright owner.
‘ Publication herein does not authorize any use or appropriation of such copyrighted material without consent of the owner. All publications issued by the MIA
are available free of charge on the MIA's website or by request. The publication may be reproduced in its entirety without further permission of the MIA
provided the text and format are not altered or amended in any way, and no fee is assessed for the publication or duplication thereof. The MIA's name and
M a r I a n d contact information must remain clearly visible, and no other name, including that of the insurer or insurance producer reproducing the publication, may
appear anywhere in the reproduction. Partial reproductions are not permitted without the prior written consent of the MIA. Persons with disabilities may
INSURANCE ADMINISTRATION  request this document in an alternative format. Requests should be submitted in writing to the Director of Communications at the address listed above.
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