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HOW YOUR ASSETS ARE PROTECTED: 
EXPLAINING THE INSURANCE COVERAGE MAZE

As a client of a Commonwealth Financial Network® 
advisor, you are covered by several insurance 
programs—SIPC, FDIC, fidelity bond, cyber liability, 
and errors & omissions—that seek to safeguard your 
assets from institutional failure and fraudulent acts. 
What these programs cover can be confusing, and you 
often won’t find definitions of coverage in one place, 
so we’ve put together a condensed and consolidated 
explanation of what they cover—and what they do not.

Securities Investor Protection  
Corporation (SIPC)
Created by Congress in 1970, SIPC steps in whenever 
a brokerage firm or broker/dealer fails or closes. Fidelity 
Clearing & Custody SolutionsSM (FCCS)1 provides 
clearing, custody, and other brokerage services to 
Commonwealth (our broker/dealer) through National 
Financial Services LLC (NFS). Both NFS and 
Commonwealth are paying members of SIPC. If either 
of these firms were to fail, SIPC would step in and 
protect the securities and cash in your brokerage account 
up to $500,000, including up to $250,000 for cash.

What SIPC does not protect against are market losses 
or underperformance; this insurance is only there to 
protect assets against institutional failure. An explanatory 
brochure is available upon request or at www.sipc.org.

“Excess of SIPC” Coverage
NFS provides its brokerage accounts with additional 
“excess of SIPC” coverage from Lloyd’s of London, 
together with other insurers.2

Total aggregate excess of SIPC coverage available 
through NFS’s policy is $1 billion. There is no 
per-account dollar limit on coverage of securities, but 
there is a per-account limit of $1.9 million on 
coverage of cash.

As above, excess of SIPC coverage kicks in only in the 
unlikely event that NFS fails or closes. It does not 
cover investment losses due to market fluctuation.

Federal Deposit Insurance Corporation (FDIC)
Established in 1933, the FDIC is an independent 
agency of the U.S. government that protects the funds 
depositors place in banks and savings associations. The 
standard insurance amount is $250,000 per depositor, 
per insured bank, for each account ownership category. 
Joint accounts owned by two or more persons would 
be covered at $250,000 per co-owner.

If your cash is swept into and invested in Commonwealth’s 
Core Account Sweep Programs (CASPSM), your cash 
position, if in excess of $250,000, is layered into 
multiple FDIC-insured banks. If any of these banks 
were to fail, FDIC would step in to insure the cash 
deposit up to the FDIC limits. 

Again, the FDIC insurance does not cover securities or 
any market losses in securities; it covers only deposits 
held in CASP banks in the event one or more of these 
banks fail. Please also note that CASP deposits are not 
covered by SIPC.

Fidelity Bond
As a Registered Investment Adviser–broker/dealer, 
Commonwealth is required by its regulatory body 
(FINRA) to maintain a current fidelity bond policy. 
This fidelity bond primarily insures against dishonest 
acts (forgery or theft) committed by a Commonwealth 
advisor, a Commonwealth advisor’s staff member, or a 
Commonwealth home office employee. 

If such an event were to occur, Commonwealth 
currently holds a fidelity bond policy with Great 
American Insurance Company for total coverage per 
incident of $12 million.

1  Fidelity Clearing & Custody SolutionsSM (FCCS) is an independent 
company, unaffiliated with Commonwealth. FCCS is a service 
provider to Commonwealth and provides clearing, custody, and other 
brokerage services to Commonwealth through National Financial 
Services LLC (NFS), member NYSE, SIPC. [eReview 815989.1.0]

2  “Excess of SIPC” insurance is provided by Lloyd’s of London 
together with Axis Specialty Europe Ltd., Markel International 
Insurance Company, XL Specialty Insurance Company, and Munich 
Reinsurance Co. For more details on SIPC, or to request a SIPC 
brochure, visit www.sipc.org or call 202.371.8300.
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Cyber Liability
Commonwealth has purchased a $20 million cyber 
insurance policy through Allied World, rated “A” by 
A.M. Best, that covers cyberincidents, including data 
forensic expenses, business interruption coverage, 
extortion (e.g., in the event of a ransomware attack), 
notification costs, public relations, and legal services. 
The cyber policy covers the cost of Commonwealth’s 
“damages” incurred in a security incident at 
Commonwealth. If a breach were to occur at 
Commonwealth or through one of our systems, and if 
it were to affect an advisor’s office and/or clients, 
Commonwealth’s policy would also cover the costs of 
these items for the office, including credit monitoring 
for the affected individuals. The policy does not, 
however, cover cyberincidents at or through an 
advisor’s office that are caused by the advisor’s office. 

Errors & Omissions (E&O)
Securities broker/dealers, registered representatives, 
and advisors can be sued for a variety of reasons. 
Professional liability insurance provides protection 
against the costs associated with the defense and 
resolution of these actions. The policy also covers the 
costs of correcting errors. Both defense and cost of 
correction are subject to the applicable deductible. 
The E&O policy runs from January 1 through 
December 31 for each year it is in effect. Coverage is 
provided by Claridge Insurance Company, a “captive” 
insurance company organized in the state of Vermont. 
The limits of liability are $2 million for any single 
claim and $20 million aggregate for the policy. 
Registered representatives are responsible for the first 
$10,000 of defense charges and costs of correction 
applicable to the covered claim. Additional claims 
within a five-year period are subject to a $25,000 
deductible and increased premium.

The following table depicts how the separate insurance 
programs described on the previous page would overlay 
onto a hypothetical brokerage account held with 
Commonwealth and in custody at NFS.

For example: ABC Joint Account has two owners. They 
have $1 million in securities, $250,000 at ABC Bank, 
and another $250,000 at XYZ Bank for a total account 
value of $1.5 million. How are their assets protected?
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Insurance Coverage(s)

Scenario SIPC Excess of SIPC FDIC Fidelity Bond Cyber  
Liability

E&O

Commonwealth  
Financial Network 
fails/closes

Covers $250,000 in 
cash and $250,000  
in securities

N/A N/A N/A N/A N/A

NFS fails/closes Covers $250,000 in 
cash and $250,000  
in securities

Covers an additional 
$250,000 in cash and 
$750,000 in securities 
in the account

N/A N/A N/A N/A

ABC Bank  
and/or XYZ Bank 
fails/closes

N/A N/A Covers $250,000 
deposited with each 
respective bank

N/A N/A   N/A

A Commonwealth 
advisor, his or her 
staff member, 
or a home 
office employee 
fraudulently 
accesses funds 
from the account

N/A N/A N/A Covers up to 
the full value of 
the account on 
the monies that 
were accessed

N/A N/A

A cyberbreach 
occurs that 
is deemed 
Commonwealth’s 
fault and affects  
an advisor’s office

N/A N/A N/A N/A $20 million N/A

Commonwealth, 
a registered 
representative,  
or an advisor is 
sued for actions 
that arise out  
of allegations  
of errors

N/A N/A N/A N/A N/A $2 million for 
any single claim 
and $20 million 
aggregate for  
the policy


