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Insurance 
for Advisor 
Services

Frequently asked 
questions

1. Is insurance a requirement for all registered investment advisors (RIAs) who custody assets with Schwab?

Yes. Insurance is required for all advisors.

2. What paperwork should I submit as evidence of insurance? 

Please do not submit evidence of insurance to Schwab. If you submit evidence of insurance to Schwab, 
and it was not explicitly requested, Schwab will not review the insurance information you’ve submitted, 
or retain the information. Schwab will only accept your confirmation of insurance coverage through a 
Schwab branded form, such as the Schwab Advisor Acknowledgment form or the Investment Advisor 
Service Agreement (IASA). 

3. Why is the minimum coverage amount set at $1 million?

Schwab’s Policy on Insurance for Advisor Services requires each RIA firm to maintain insurance covering 
the firm for actions that may arise in the firm’s services to investors and clients (“Required Insurance”). 
The Required Insurance will include Errors & Omissions coverage, as well as insurance covering social 
engineering, theft by hacker incidents, and theft by employee ( if applicable). The amount of Required 
Insurance coverage shall be an aggregate minimum of at least $1,000,000. Schwab may require higher 
coverage amounts based on exception requests, fraud events, trade errors, or any other event otherwise 
communicated to your firm. Keep in mind that $1 million is a minimum and your firm should consider the 
coverage limits appropriate to the size and type of your business and what is necessary to protect you, 
your employees, and your clients. Schwab is not responsible for reviewing or monitoring the adequacy of 
your insurance coverage.

4. What types of insurance qualify to meet the requirements of Schwab’s Policy on Insurance for  
Advisor Services?

To comply with the policy, your firm must maintain the following types of coverage:

• Errors and Omissions (E&O) insurance

• Social Engineering coverage

• Theft by Hacker coverage

• Theft by Employee coverage ( if applicable)

Fidelity Bond and Cybersecurity (Cyber) insurance are not required under the policy; however, firms 
should review this coverage with their insurance provider to evaluate if these policies would provide  
the additional coverages required above, or if this insurance would benefit your firm. 
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5. How do I know if I have insurance for the various coverages required? 

You should consult your insurance provider to determine if your current policies cover Errors & Omissions 
(E&O) insurance, as well as the following provisions: 

• Social Engineering

• Theft by Hacker

• Theft by Employee ( if applicable)

These coverages are often found in a Fidelity Bond or Cybersecurity insurance policy, however all policies 
are different and your firm will need to evaluate your current policies with your provider. 

6. What is a “Theft by Hacker” provision meant to cover? 

Theft by Hacker provisions are referring to theft of client/firm assets and not referring to theft of personally  
identifiable information for a client or the firm.

7. Your policy requires Theft by Employee coverage, if applicable. What does “if applicable” mean? 

Theft by Employee coverage may not be available to all firms. If a firm is a single employee/owner firm, 
this type of coverage may not be available as insurance does not cover theft from oneself. You should 
consult with your insurance provider to determine if this coverage is applicable to your firm, and if so, 
ensure you meet the policy requirements. 

8. Do advisors need to maintain only the minimum of $1 million?

Schwab requires each firm to maintain the Required Insurance. The amount of Required Insurance 
coverage is an aggregate minimum of at least $1 million. Schwab may require higher coverage amounts 
based on exception requests, fraud events, trade errors, or any other event otherwise communicated to 
your firm. Advisors who participate in various offerings at Schwab, such as the Schwab Advisor Network or 
our RIA Family Office offering, will continue to have minimum insurance requirements exceeding $1 million.

9. Am I required to maintain $1 million in all types of insurance?

Schwab requires that your combined insurance coverage be an aggregate minimum of at least $1 
million. You may combine policies to reach the required coverage. You should discuss the appropriate 
combination of coverage for your firm with your insurance provider.

10. How much is this insurance likely to cost our firm?

The cost of insurance will vary based on the size of your firm, the limit per claim, and the provider you select.  
The annual Schwab RIA Benchmarking Study results reflect an annual revenue spend of 0.7% for insurance.1

11. This is a significant additional cost to our business. Why is Schwab requiring insurance coverage?

With fraud and cybercrime on the rise and ongoing trading volatility, it’s imperative to evaluate how well 
your firm is protected. Too many events over the past year have had an adverse impact on RIA firms and 
their clients. To proactively manage these risks and protect your clients, consistent with fiduciary and 
other obligations, insurance coverage is vital to firm’s risk management strategy. Coverage protects your 
firm and clients from the unexpected, transfers risk away from the balance sheet or personal assets, and 
may provide coverage for legal costs, settlements, and the costs of operational errors. 

12. Ours is a small firm. Can we be exempted from this requirement? Can we apply for a smaller amount  
of coverage?

No. All applicable firms must maintain an aggregate minimum of at least $1 million in Schwab’s Required  
Insurance coverage. The Policy on Insurance for Advisor Services clarifies the policy is applicable to 
Registered Investment Advisors, Turnkey Asset Management Providers (TAMPs) and Bank/Trusts.



3

13. Do all custodians require insurance?

We can’t speak for other custodians, but we know from the Schwab RIA Benchmarking Study that  
having insurance coverage is an industry best practice, and it is important for protecting both your  
firm and your clients.1

14. Does Schwab have a recommendation about the combination of insurance coverage our firm should have?

Schwab’s Policy on Insurance for Advisor Services requires an aggregate minimum of at least $1 million 
in insurance coverage, including Errors & Omissions insurance, as well as insurance covering social 
engineering, theft by hacker incidents, and theft by employee ( if applicable). There are many different 
insurance providers and policy types, with varying kinds of coverage included in each policy. We have 
compiled informational resources to help you learn about the different types of insurance available, 
identify the benefits of each, and find the right mix of protection for your firm and clients. We also 
compiled a list of third-party insurance providers for you to contact and evaluate. 

15. If I refuse to get insurance, what will happen?

For prospects, failure to comply with Schwab’s policy may prevent you from being able to custody assets 
with Schwab. Firms that are new to Schwab have 90 days to comply with the policy. For existing Schwab 
clients, failure to comply with the policy may result in termination of your service agreement with Schwab.

16. What if I obtain insurance and it doesn’t cover a risk event? 

Having the right mix of insurance can help mitigate the risks associated with fraudulent events as well 
as common errors that could be made by your employees. Depending on the incident, however, your 
insurance policy may not cover certain events. We suggest that you speak with insurance providers to 
learn about the different types of insurance available, identify the benefits of each, and find the right mix 
of protection for your specific needs. 

17. You’ve made it clear that as an RIA I don’t work for Schwab, nor am I a registered representative of 
Schwab, so why do I have to procure insurance to do business with you? 

As your custodian, Schwab is focused first and foremost on the security of your client assets. Insurance 
is one important way to protect your firm and your clients from operational risks, and that is why we 
are making this policy part of our service agreement going forward. To proactively manage these risks 
and protect a firm’s clients consistent with fiduciary and other obligations, insurance coverage is vital 
to a firm’s risk management strategy. Coverage protects a firm and its clients from the unexpected, 
transfers risk away from the balance sheet or personal assets, and can provide coverage for legal costs, 
settlements, and the cost of operational errors. 

18. Why now? I have been working with Schwab for years, and I have never needed to maintain insurance before.

With the number of fraud and cybercrime incidents increasing over the past several years, the amount of  
trade errors we have seen on our platforms, and ongoing trading volatility, it is critically important to proactively 
manage these risks so that RIAs have the appropriate coverage to protect their firms and their clients.

19. Has there been an uptick in fraud or errors across the client base that is prompting this requirement?

Yes. Over the past several years, there has been an increase in the number of errors and fraudulent 
incidents, with events more than doubling between 2019 and 2020.

20. We have robust processes and procedures to prevent fraud and errors, so our firm has never had any type 
of incident that would demonstrate the need for insurance. Why do we need it now?

Because of the increase in errors and fraudulent incidents, firms of all sizes are vulnerable. It is an industry  
best practice that firms proactively manage their operational risk by having insurance coverage in place.

1 Schwab 2021 RIA Benchmarking Study.

https://advisorservices.schwab.com/insights-hub/perspectives/advisor-insurance
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21. Does the Schwab Security Guarantee cover any of this?

Schwab Security Guarantee coverage applies to unauthorized account activity in client accounts. Keep 
in mind, however, that transactions initiated by an RIA or other person to whom a client may have 
granted authority to act on their behalf are considered authorized and are not covered. While the Schwab 
Security Guarantee can help in certain situations, it should not be the only protection your firm relies 
on to keep your clients’ assets safe. For the most up-to-date information about the Schwab Security 
Guarantee, please visit Schwab Safe. 

22. Will Schwab provide resources to make it easier to find an insurance provider?

As mentioned above, we compiled informational resources to help you learn about the different types of 
insurance available, identify the benefits of each, and find the right mix of protection for your firm and clients. 

We also compiled a list of third-party insurance providers for you to contact and evaluate. 

You can work with your choice of insurance provider so long as the coverage meets the minimum 
requirements defined in Schwab’s Policy on Insurance for Advisor Services.

23. What is Schwab’s relationship with the insurance providers on the list?

Schwab does not benefit from any insurance policy you may purchase. We are simply providing a list  
of insurance providers to help you get started evaluating the options available to you.

24. Can I work with any insurance provider of my choosing, or only a provider from Schwab’s list?

You may work with any insurance provider so long as the coverage meets the minimum requirements 
defined in Schwab’s Policy on Insurance for Advisor Services.

https://www.sipc.org/
https://www.schwab.com/schwabsafe/security-guarantee
https://advisorservices.schwab.com/insights-hub/perspectives/advisor-insurance
https://advisorservices.schwab.com/insights-hub/perspectives/advisor-insurance

