LEASING SERVICES

New ACORD 23 for Leased and
Financed Equipment
By Steve Dinkelaker

The ACORD 23 is a significant enhancement to current documentation for insurance coverage on all leased
or financed equipment or vehicular transactions. All lenders and lessors funding such transactions should
review and revise, if necessary, their lease insurance requirements and make sure they now call for an
ACORD 23 Certificate of Insurance or equivalent.
ACORD has introduced a simplified certificate of insurance for
use in documenting coverage on leased or financed commercial
equipment or vehicles. The launch of the “Vehicle or Equipment
Certificate of Insurance,” commonly known as ACORD 23, was
effective on July 30, 2010 and can now be requested by all equipment leasing and financing companies (and their servicers).
Historically, the equipment leasing and finance industry has used
multiple forms, primarily ACORD 24 and 25, to obtain the insurance information necessary to document coverage on leases and
finance transactions. Before the launch of ACORD 23, not one
of the forms in use was designed to provide all necessary insurance information; lessors and lenders often had to track down
several insurance documents before they could confirm the existence or lack of sufficient coverage. The new ACORD 23 form
allows lenders and lessors of both equipment and vehicles to use
a single form that provides ALL necessary insurance information
on ONE document, making the process of providing proof of
sufficient coverage much more efficient.
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ACORD
ACORD, the insurance industry standards organization, is a
not-for-profit membership organization composed of insurers,
producers (insurance agents and brokers), software providers,
and industry associations. ACORD was founded 40 years ago
by an insurance producers’ association committee to create standard insurance forms, including claims forms and certificates of
insurance. Today, there are more than 750 forms in the ACORD
library, and the forms are widely implemented in carrier and
agency vendor software systems. ACORD members work together to maintain forms that meet industry needs and improve the
quality and transparency of the transmission of insurance data.

Background of Changes to the ACORD 23
In Fall 2006, members of ACORD voted to change the ACORD
28, Evidence of Property Insurance form, to being identified as
“issued as a matter of information only”, whereas previously the
form stated that it was “evidence that coverage was in force and
convey[ed] all the rights and privileges afforded under the policy”.

For approximately 20 years, the ACORD
28 form had served as evidence of insurance for both real and personal property
transactions, including leased and financed
equipment, but the wording change caused
great concern for lenders. Later in 2006,
with an eye to gaining greater transparency
and certainty about coverage information
on the ACORD 28, the Mortgage Bankers
Association requested that discussions
commence regarding possible revisions to
the ACORD 28. Discussions began in early 2007 between representatives of major
insurers, producers (insurance agents and
brokers), and lender community representatives (mortgage bankers, equipment
lessors, and other lenders). However, in
Spring 2009, ACORD members voted
down any changes to the 2006 version of
the ACORD 28 form.
Despite the rejection of further changes to
the ACORD 28 form, discussions continued in 2009 among insurers, producers,
and lenders regarding possible revisions
to other certificates of insurance, including the ACORD 23, 24, and 25. As a
result of those discussions, the ACORD
23 form, which was previously used only
for consumer vehicles, was unanimously
approved in November 2009 to be modified for use also with commercial vehicles

and all types of equipment, incorporating
most of the changes that had been proposed for the ACORD 28.

The New ACORD 23
The ACORD 23 is designed specifically to
provide proof of insurance for leased or
financed equipment or vehicles. As such, it
has features that distinguish it from other
available forms in ways that benefit equipment and vehicle lenders and lessors.
One major feature of the new ACORD
23 form is that it allows insurance producers to show proof of both property
and liability insurance on a single form.
Other certificates, including the ACORD
24 and 25 forms, were designed to show
either property or liability coverage. The
new ACORD 23 reduces the number of
insurance documents that equipment and
vehicle lenders and lessors must track
down in order to document sufficient
proof of insurance; now, lenders and lessors can request a single document that is
specifically intended to provide complete
proof of insurance for lease and finance
transactions.
The new ACORD 23 accommodates proof
of insurance for both equipment and vehicles, while maintaining a clear distinction

between the different types of insurance
required for equipment and vehicles
(general liability and property coverage
for equipment versus auto liability and
comprehensive and collision coverage for
vehicles). The form also has fields where
the producer can fill in details about the
leased or financed equipment or vehicle,
including year, make, model, body type,
VIN or serial number, and description.
Another significant update to the ACORD
23 is the inclusion of two options regarding the listing of an additional interest. A
set of checkboxes allows the producer to
indicate that either “The additional interest…has been added to the policy(ies)”
or that “A request has been submitted
to add the additional interest…to the
policy(ies)”. If the first option is selected,
then the producer has confirmed with the
insurer that the coverage as described on
the ACORD 23 is in effect. However, if
the second option is selected, then the
interest of the equipment financing or leasing company has not yet been confirmed,
and an additional request will need to be
made of the producer in order to confirm
that the required coverage is in place.
The form also has checkboxes that show
whether the vehicle or equipment is leased
or financed with the Additional Interest.
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The ACORD 23 permits the producer
to identify the additional interest as an
Additional Insured, if necessary, and as
either Loss Payee or Lender’s Loss Payee.
Lender’s Loss Payee status provides greater protection for the lender or lessor than a
simple Loss Payee status. A Loss Payee status means that the insurer will adjust losses
only with the insured, and the insurer will
pay any claim for loss or damage jointly
to the insured and the Loss Payee, as their
interests may appear. A simple Loss Payee
status follows the fortunes of the insured
when claims are made; no claims payment
will be made unless the insured is eligible
for payment. Lender’s Loss Payee status
means that if the insured’s claim is denied
because of their acts or failure to comply
with the terms of the policy (e.g., if the
insured fails to submit proof of loss in the
time period allowed), then the Lender’s
Loss Payee has the right to receive loss
payment if the Lender’s Loss Payee pays
any outstanding premium due at the time
of the loss, submits any required proof of
loss, and notifies the insurer of any known
change in ownership or substantial change
of risk. Also, the insurer has the option to
pay a Lender’s Loss Payee the full principal of the debt plus any accrued interest, instead of replacement cost. In spite of
the greater coverage provided by Lender’s
Loss Payee status, it costs nothing other
than asking to be named as Lender’s Loss
Payee, and the ACORD 23 form makes
it simple for the producer to indicate
Lender’s Loss Payee status for the lender
or lessor.
The ACORD 23 is a significant enhancement to current documentation for insurance coverage on all leased or financed
equipment or vehicular transactions. All
lenders and lessors funding such transactions should review and revise, if necessary, their lease insurance requirements
and make sure they now call for an
ACORD 23 Certificate of Insurance or
equivalent. n
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