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WHAT IS GAP INSURANCE? 

DO YOU HAVE OR NEED ONE? 

Car insurance can be complicated because many types of insurance cover 

different types of problems. Over the years, in discussing our clients' cases 

and insurance policies with them, we have found that  Guaranteed Asset 

Protection (GAP) insurance is one type of insurance that many do not 

understand. 

GAP insurance is simple to understand. Generally, when you are leasing 

or financing a car, the financing party would require you to have collision 

and comprehensive coverage on your insurance policy. GAP insurance is 

generally used in conjunction with these. GAP insurance is optional and 

meant to help pay off your car loan if your car is totaled or stolen while 

you owe more than the car's depreciated value. When the insurance 

company settles a total loss, they pay directly to the lender. You may still 

owe the lender the difference between the insurance paid and the loan 

balance. This can be a vexing problem. 

It is advisable to get GAP insurance if you owe more on your car than it is 

actually worth; this is usually the case because even a new car starts 

depreciating the moment you drive it out of the lot.  

You do not need GAP insurance if you owe less than the market value of 

your car. Also, if you own your car (no loan or lease), you do not need 

GAP insurance. If the car you own is totaled or stolen, your insurance 

company will pay the car's worth directly to you since there is no lender 

involved. 

If you do not have GAP insurance and need it, you can still buy one. 

Contact your current car insurance company. Make sure you compare the 



rates with others. Also, contact the company financing your car. Credit 

Unions generally have very affordable GAP coverage.  

The least favorable rates are given by car dealers. 
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DISCLAIMER 

This Special Report is intended to provide information about the topic. The 

information contained herein is provided solely for informational purposes and 

does not create a business or professional relationship with the Law Offices of 

Fogam & Associates, LLC or any of our individual attorneys, or affiliates. This 

should not be construed as legal advice. Each person's legal needs are unique. 

Laws change frequently, and it is possible that some of the information in this 

Special Report may no longer be true at the time of reading or may not apply to 

someone in your jurisdiction. Before making specific legal decisions, you should 

consult with an attorney familiar with the law in your jurisdiction and your 

particular situation. 

 

 


