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LEGAL DISCLAIMER

This legal disclaimer ("Disclaimer") governs the use and access to the “How to insure the
Modern Family” ("eBook") published by Eddie K. Emmett / Three Bulls’ Heads Investments, Inc.
("we," "us," or "our"). By accessing or using this eBook, you acknowledge and agree to be
bound by this Disclaimer.

No Legal Advice: The information contained in this eBook is for general informational purposes
only. It is not intended as legal advice or to create an attorney-client relationship. While we strive
to provide accurate and up-to-date information, we make no representations or warranties of
any kind, express or implied, regarding the completeness, accuracy, reliability, suitability, or
availability of the information in this eBook. Any reliance you place on such information is strictly
at your own risk.

No Guarantee of Results: The contents of this eBook are based on our experiences, research,
and knowledge. However, we cannot guarantee that the information provided will produce the
desired results for you. Every individual's circumstances are unique, and the effectiveness of the
strategies discussed in this eBook may vary. Therefore, you should consult with a qualified
professional or legal advisor before making any decisions or taking any action based on the
information provided in this eBook.

Not a Substitute for Professional Advice: The information in this eBook is not a substitute for
professional advice. It is your responsibility to seek professional advice tailored to your specific
needs and circumstances. We disclaim all liability for any actions taken or not taken based on
the contents of this eBook.

Copyright and Intellectual Property: All materials, including but not limited to text, images,
graphics, and logos, contained in this eBook are protected by copyright and intellectual property
laws. You may not modify, reproduce, distribute, republish, or create derivative works from any
part of this eBook without our prior written consent.

External Links: This eBook may contain links to external websites or resources. We provide
these links for your convenience, but we do not endorse, control, or guarantee the accuracy,
relevance, timeliness, or completeness of any information on these external websites. We are
not responsible for any damages or losses incurred by accessing or using these external
websites.

Limitation of Liability: To the fullest extent permitted by law, we shall not be liable to you or
any third party for any direct, indirect, incidental, special, consequential, or punitive damages
arising out of or relating to the use or inability to use this eBook, even if we have been advised
of the possibility of such damages.

Governing Law and Jurisdiction: This Disclaimer shall be governed by and construed in
accordance with the laws of Georgia, USA. Any dispute or claim arising out of or in connection
with this Disclaimer or your use of this eBook shall be subject to the exclusive jurisdiction of the
courts located in Canton, GA.
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By accessing or using this eBook, you acknowledge that you have read, understand, and agree
to this Disclaimer in its entirety. If you do not agree with any part of this Disclaimer, you must not
use or access this eBook.

When you are ready, feel free to take the Final Exam at:

https://www.classmarker.com/online-test/start/?quiz=3gp6a3d36936b151

You must correctly answer at least 70% of the multiple-choice questions to earn 12-hours
P&C CE which includes 3 hour Ethics.

Best of luck to you!
Eddie

This ebook covers areas that insurance agents should know about Commercial Property &
Casualty Insurance, including different types of coverage, common risks, and best practices for
helping clients choose the right policy. It would be a valuable resource for agents looking to
expand their knowledge and better serve their clients in the insurance market.

To get the most out of this eBook, you need to sign up for a FREE account at
https://wayground.com/

As you go through the eBook and have enjoyed a few topics, | give you the opportunity to test
your understanding of what you just read by clicking the following link.

Example:
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
The link will take you to a quiz with multiple-choice questions & 4 possible answers.

It is not mandatory to take the quizzes but it sure is fun (especially if you turn on the music,
memes & sound effects.
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¥% SECTION 1
Why Coastal Homes Are Different (And Why They Need Better Agents)

Coastal homes don’t behave like inland homes. They don't fail the same way. They don’t get
damaged the same way. And they definitely don’t insure the same way.

If you try to insure a coastal home like a normal home, you will miss exposures, under-insure
the client, and create E&O traps for yourself.

Let’s fix that.

@& 1. The Coastal Environment Is a Different Beast
Coastal homes live in a world of:

Wind

Water

Storm surge
Wave action
Salt corrosion
High humidity
Mold
Flooding
Erosion

These forces don’t nibble at a house — they attack it.

A coastal home is constantly being stressed, even on a sunny day. Salt air corrodes metal.
Humidity swells wood. Wind tests every opening. Water tries to find every weakness.

If you understand these forces, you understand why coastal insurance is its own specialty.
{2 2. Construction Matters More Than Anything Else
Two homes can look identical from the street but behave completely differently in a storm.
The difference? Construction.
Here’s what matters most:
Roof Shape

e Hip roofs perform best

e Gable roofs fail most often

o Flat roofs are a gamble in high wind

Roof Decking
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If the deck isn’t sealed, water intrusion becomes the real enemy.
Wall Systems

e Concrete block (CMU) = excellent

e Wood frame = fine inland, vulnerable on the coast

e ICF = elite performance
Foundations

e Pilings = best

o Stem wall = okay

o Slab-on-grade = worst in surge

Openings

Windows and doors are the weak points. Impact-rated openings are the difference between a
claim and a catastrophe.

Mechanical Systems

If the HVAC, electrical panel, or water heater is on the ground level, it's a flood claim waiting to
happen.

(% 3. Wind Damage Is the #1 Coastal Loss

Wind doesn't just blow shingles off. It creates pressure differences that try to lift the roof off the
house like a lid on a boiling pot.

Once the roof deck is compromised, water intrusion becomes the real killer.
Wind losses often include:

Roof damage
Siding damage
Window failures
Water intrusion
Detached structures
Tree damage

And then comes the fight: Was it wind or water?

Coastal agents must understand the difference, because the policies treat them like two
different worlds.

@ 4. Flood Is the #1 Uninsured Coastal Loss

Most homeowners still believe flood is included in their homeowners policy.
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Itisn’t.
And coastal homes flood from:

Storm surge

Lake rise

River overflow

Heavy rain

Ground saturation
Drainage backup
Continuous flooding
Closed-basin lake rise

Flood is the most misunderstood peril in personal lines. If you can explain flood clearly, you
instantly become a better agent than 90% of the market.

=3 5. Watercraft Turn a Peaceful Lake into a Liability Minefield
Coastal households almost always have:

Boats

Jet skis
Paddleboards
Kayaks
Docks

Boat lifts
Trailers

And here’s the truth:
Homeowners insurance barely covers any of it.
Most agents don’t know:

Jet skis require separate PWC policies
Boat trailers must be listed on auto
Navigation limits matter

Lay-up periods matter

Operator restrictions matter

Borrowed boats are often excluded

If you can explain watercraft coverage, you instantly stand out.
& 6. Auto Liability Is Higher in Coastal Households
Coastal households often have:

o Teendrivers
o Elderly drivers
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Trailers

Boats being towed
Golf carts

ATVs

Visitors
Vacationers

Every one of these increases liability exposure.

And here’s the big one:

Trailer detachment is an auto claim, not a homeowners claim.
Most agents don’t know that.

© 7. Umbrella Policies Are Not Optional

Coastal households have:

Water

Guests

Boats

Alcohol

Teen drivers
Docks

Pools

Short-term rentals
High-value assets

One bad accident can exceed:

e Auto limits
e Homeowners limits
o Watercraft limits

Umbrellas are the only thing standing between your client and financial ruin.
But umbrellas only work if:

Underlying limits are correct
All drivers are listed
Watercraft are insured
Rentals are disclosed
Exclusions match

Most umbrellas fail because the agent didn’t ask the right questions.

) 8. Short-Term Rentals Change Everything
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Airbnb and VRBO turn a personal home into a business.
That means:

Homeowners coverage changes

Liability changes

Umbrella coverage changes

Watercraft coverage changes

Flood coverage stays the same (but the risk increases)

If you don’t ask about rentals, you’re walking into an E&O trap.
& 9. The Coastal Agent’s Job Is Simple
Your job is to:

Ask better questions

Understand construction
Understand flood

Understand wind

Understand watercraft
Understand liability

Understand umbrellas
Understand business use
Understand how policies interact

Coastal insurance isn’t harder. It just requires a different mindset.

¥¢ SECTION 2

Construction & Mitigation: How a Home Is Built Determines How It Fails

If you want to be great at coastal property, you must understand one truth:

The way a home is built determines how it fails — and how it should be insured.

Construction is the foundation of every underwriting decision, every claim outcome, and every
coverage recommendation you make.

Most agents skip this part. That's why most agents miss exposures.
You won't.
) 1. Roof Systems — The First Line of Defense

The roof is the single most important structural feature in a coastal home. If the roof fails,
everything fails.
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Here’s what matters:
Roof Shape

e Hip roof — Best. Wind flows over it.

o Gable roof — Worst. Wind hits the flat face and tries to peel it off.

o Flat roof — Depends on construction, but generally risky in high wind.
If you see a gable roof on the coast, your radar should go up immediately.

Roof Decking

If the deck isn’t sealed, water intrusion becomes the real enemy. A sealed deck can be the
difference between:

e A $12,000 roof claim
e A $180,000 interior water loss

Roof Covering
e Architectural shingles outperform 3-tab
e Metal roofs outperform shingles
o Tile roofs are strong but expensive to repair

Fasteners

If the roof is stapled instead of nailed, it's a problem. If it's nailed but not hurricane-nailed, it's
still a problem.

& 2. Wall Systems — Strength Against Wind and Water
Walls matter more on the coast than inland.
Concrete Block (CMU)
e Excellent for wind
e Excellent for water
e Heavy, strong, durable
Wood Frame
e Fineinland
¢ Vulnerable on the coast
e Depends heavily on sheathing and fasteners

ICF (Insulated Concrete Forms)

o Elite performance
e High wind resistance

Page 19 of 85



e High energy efficiency
e Almost no structural failure in storms

If you see ICF, you're looking at a premium home with premium risk reduction.
B2 3. Foundations — Where Flood Meets Structure
This is where most agents get it wrong.
Pilings (Best)
o Water flows underneath

e Surge passes through
e Structure stays intact

Stem Wall

o Better than slab
e Still vulnerable to surge
e Good for moderate-risk areas

Slab-on-Grade (Worst)

Surge hits the wall directly
Hydrostatic pressure builds
Walls crack or collapse

Water enters the home instantly

If the home is slab-on-grade and near water, flood insurance is not optional.
@& 4. Elevation — The Most Important Flood Mitigation Feature
Elevation is everything in flood.

A home elevated:

Above Base Flood Elevation (BFE)

On pilings

With mechanical systems raised
With proper flood vents

...is dramatically safer than a home sitting at ground level.
Elevation affects:

Flood premiums
Flood claims
Wind claims
Water intrusion
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e Mold risk
e Structural survival

If you understand elevation, you understand flood.

@ 5. Openings — Windows, Doors & the Weakest Points

Wind doesn’t destroy homes by blowing them over. It destroys homes by finding a weak point
and forcing its way in.

Once wind enters the structure, pressure builds and the roof lifts off.
That’s why openings matter.
Impact-Rated Windows

Prevent breaches

Reduce water intrusion
Reduce pressure changes
Lower wind premiums

Garage Doors

The garage door is the single most common failure point in a coastal storm.
If the garage door fails, the roof is next.

& 6. Utilities & Mechanical Systems — Hidden but Critical

Most agents never ask where the mechanical systems are located.

You will.

Because if the HVAC, electrical panel, or water heater is in the lowest level, flood will destroy
them.

And NFIP will only cover:

e Electrical

¢« HVAC

e \Water heater
...but not:

e Drywall

e Flooring

e Cabinets

e [nsulation
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e Personal property
If the mechanicals are elevated, the home is safer and the claim is smaller.
© 7. Wind Mitigation Features — What Carriers Reward
Carriers love:

Hip roofs

Impact windows
Reinforced garage doors
Sealed roof decks
Hurricane straps

Proper nailing patterns
Secondary water barriers

These features:

Reduce losses
Reduce premiums
Improve insurability
Reduce E&O exposure

If you can identify these features, you instantly become a better coastal agent.
& 8. The Construction Conversation You Must Have With Every Client

Here’s the script:

“Tell me about how your home is built. Roof shape, roof age, wall type, foundation, elevation,
and whether you have impact windows or a reinforced garage door.”

Most agents never ask this. That's why most agents miss exposures.

You won't.

¥¢ SECTION 3

Flood Insurance (NFIP + Private): The Most Misunderstood Part of Coastal Insurance

If you want to instantly stand out as a coastal agent, master flood insurance. Most agents don't
understand it. Most clients misunderstand it. And most claims disputes come down to one thing:

What is flood, and what is not flood?

Let’s fix that.

@& 1. Flood Is Not Covered by Homeowners Insurance
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This is the biggest misunderstanding in personal lines.
Homeowners insurance covers:

Wind
Fire
Theft
Liability

It does not cover:

Storm surge

Lake rise

River overflow
Groundwater

Heavy rain accumulation
Continuous flooding
Closed-basin lake rise

If water touches the ground before entering the home, it’s flood.
If water enters from above (through a wind-created opening), it's wind.

That distinction matters more than anything else in coastal claims.

[ 2. Flood Zones — What They Actually Mean

Flood zones are not about whether a home can flood. Every home can flood.
Flood zones tell you:

How likely flooding is

Whether flood insurance is required

How the home must be built

How the home must be elevated
How much flood insurance costs

Here’s the simple breakdown:
High-Risk Zones (AE, VE)
Mandatory flood insurance
Higher premiums

Strict building codes
VE zones include wave action (the worst kind)

Moderate-Risk Zones (X shaded)
e Flood is still common
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e Insurance is optional
e Premiums are lower
e Claims still happen — often big ones

Low-Risk Zones (X unshaded)

“Low risk” does not mean “no risk”

20-25% of all flood claims come from X zones
Premiums are cheap

Coverage is still essential

If you can explain flood zones in plain English, clients trust you instantly.
[5] 3. Elevation Certificates — The Most Important Flood Document
An Elevation Certificate (EC) tells you:

The home’s lowest floor elevation

The Base Flood Elevation (BFE)
Whether the home is above or below BFE
How flood vents are installed

Where mechanical systems are located

If the home is above BFE — premiums drop. If the home is below BFE — premiums rise.
Private flood often doesn’t require an EC, but NFIP does.

fal 4. NFIP Coverage A — What It Actually Covers

Coverage A is the building.

It includes:

Foundation
Walls

Floors

Ceilings

Electrical
Plumbing

HVAC

Water heater
Built-in appliances
Attached garages
Elevators
Staircases

Fuel tanks

Solar equipment

NFIP is strict. If it’s not permanently installed, it's not Coverage A.
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@) 5. NFIP Coverage B — What It Actually Covers
Coverage B is personal property, but with limitations.
It covers:

Furniture

Clothing

Electronics

Rugs

Portable appliances
Washers

Dryers

Freezers

Frozen food

But only if:

o The items are inside the insured building

e The items are not in a basement

e The items are not in an enclosure below an elevated home
Basements and enclosures are treated like “non-insurable spaces.”
&2 6. Basements & Enclosures — The #1 Source of NFIP Confusion
NFIP defines a basement as:
Any area with a floor below ground level on all sides.
This includes:
Finished basements
Unfinished basements
Sunken living rooms

Below-grade garages
Below-grade storage rooms

NFIP covers only:

Electrical
HVAC

Water heater
Foundation
Washer
Dryer
Freezer

NFIP does not cover:
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Drywall

Flooring
Insulation
Furniture
Personal property
Finished walls
Finished ceilings

If your client finishes a basement or enclosure, they are finishing a non-insurable space.
© 7. What NFIP Does NOT Cover
NFIP excludes:

Additional living expenses
Business interruption
Pools

Hot tubs

Decks

Docks

Seawalls

Landscaping

Cars

Boats

Currency

Precious metals

Mold not caused by flood

If you can explain these exclusions clearly, you prevent 90% of flood-related E&O claims.

8. NFIP vs Private Flood — When Each Is Better
NFIP Is Better When:

The home is in a high-risk zone
The home is older (pre-FIRM)
The home has prior flood claims
The home is below BFE

The client needs ICC coverage

Private Flood Is Better When:

The home is elevated

The home is newer

The client wants higher limits

The client wants replacement cost on contents
The client wants broader coverage

The client wants lower premiums
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Private flood is often cheaper and broader — but not always.
© 9. Flood Claims — How They Actually Work

Flood claims follow a strict process:

1. Report the claim

2. Adjuster inspection
3. Proof of loss

4. Documentation

5. Payment

NFIP is rigid. Private flood is more flexible.

The biggest issue in flood claims is delay. If the client waits too long, mold grows — and mold is
excluded unless caused directly by flood.

/\ 10. The Flood Conversation You Must Have With Every Client

Here’s the script:

“Flood is not included in homeowners insurance. Your home is near water, and water is
unpredictable. Let’s look at your flood zone and elevation so you understand your real risk.”

Clients appreciate honesty. They appreciate clarity. And they appreciate agents who explain
flood in plain English.

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

% SECTION 4
Wind, Named Storms & Hurricanes: The Coastal Agent’s Reality Check
If flood is the most misunderstood peril, wind is the most underestimated.

Wind destroys more coastal homes than any other peril — and most agents don’t understand
how wind coverage actually works.

Let’s fix that.

(3 1. Wind Is the #1 Coastal Property Exposure

Wind doesn'’t just blow things around. It creates pressure.
When wind hits a house, it tries to:

o Lift the roof
e Push in the walls
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Break windows

Force water inside

Rip off siding

Collapse garage doors

Once wind creates an opening, water intrusion becomes the real enemy.
Wind + water = catastrophic loss.
© 2. Wind, Named Storm & Hurricane Deductibles — What'’s the Difference?

Most clients have no idea what deductible applies during a storm. Most agents don’t explain it
clearly.

Here’s the simple breakdown:

Wind/Hail Deductible

Applies to:
¢ Any wind event
e Any hail event
e Thunderstorms
e Straight-line winds

This is the broadest deductible.
Named Storm Deductible
Applies when:

e The National Weather Service officially names the storm
o Even if it never becomes a hurricane

This is the most common coastal deductible.
Hurricane Deductible
Applies only when:
e The storm is a true hurricane
o The NWS declares hurricane status
e The storm is within a defined radius or timeframe
This is the narrowest deductible.

The key point:

A storm can trigger a named storm deductible even if it never becomes a hurricane.
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Clients rarely understand this. You must explain it.
%2 3. Percentage Deductibles — The Part Clients Hate
Coastal wind deductibles are usually:

1%
2%
3%
5%
Sometimes 10%

But here’s the part clients don’t know:

The percentage applies to Coverage A, not the loss amount.

Example: Home insured for $600,000 5% hurricane deductible = $30,000 out of pocket
Even if the damage is only $18,000, the deductible still applies.

This is why wind claims often feel like “no coverage” to clients.

{2 4. Roof Age & Condition — The #1 Underwriting Factor

Carriers care more about the roof than anything else.

If the roof is:

Over 15 years old (shingle)
Over 25 years old (metal)
In poor condition

Missing shingles

Showing curling or cracking
Soft underfoot

Improperly installed

...carriers may:
Surcharge
Exclude wind

Require replacement
Decline the risk entirely

A bad roof is a bad risk.
&2 5. Wind Mitigation Credits — How Clients Save Money

Carriers reward:
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Hip roofs

Impact windows
Reinforced garage doors
Sealed roof decks
Hurricane straps

Proper nailing patterns
Secondary water barriers

These features can reduce premiums by 20—-60% depending on the state.

If you can identify these features, you can save your clients thousands.
G 6. Wind-Driven Rain — The Most Confusing Part of Wind Claims
Wind-driven rain is covered only if wind creates an opening.
Covered:
¢ Wind breaks a window — rain enters — covered
Not covered:
Rain blows under shingles
Rain seeps through vents

Rain enters through worn seals
Rain enters through old windows

This is the #1 source of wind claim disputes.
{2} 7. Common Wind-Related Claims
Wind claims usually include:

Roof Damage

Missing shingles

Lifted shingles

Broken tiles
Exposed decking

Siding Damage

e Panels ripped off
o Water intrusion behind siding

Window Damage

e Broken glass
e Frame failure
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o Water intrusion
Detached Structures

e Sheds
e Carports
e Pool enclosures

Trees

e Fallen trees
e Tree impact damage
o Debris removal (limited coverage)

@B 8. Wind vs Water — The Coastal Agent’s Daily Battle

After every storm, the same fight happens:

e Was it wind?
o Was it water?
e Was it both?

Wind is covered under homeowners. Flood is not.
Wind Damage Indicators

Missing shingles
Broken windows
Uplift patterns
Debris impact marks

Flood Damage Indicators

Waterlines

Mud and silt

Hydrostatic pressure damage
Foundation cracking

If you can explain the difference clearly, you prevent angry phone calls after storms.

& 9. The Wind Conversation You Must Have With Every Client

Here’s the script:

“Your wind deductible is a percentage of your home’s insured value. If your home is insured for
$600,000 and you have a 5% deductible, that's $30,000 out of pocket before coverage applies.

Let’s make sure you're comfortable with that.”

Most agents never say this. That’'s why clients feel blindsided after storms.
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You won’t make that mistake.

¥¥ SECTION 5

Liability Exposures: Why Coastal Homes Create Bigger Lawsuits

If you want to understand coastal insurance, you must understand this:

Coastal homes create more liability exposure than inland homes — by a mile.
Why? Because coastal homes attract:

Water

Boats

Guests

Alcohol
Teenagers
Vacationers
Short-term renters
High-risk activities

And every one of those increases the chance of a lawsuit.

Let’s break it down.

@& 1. Docks, Piers & Water Access — The Most Dangerous Liability Exposure
If the home has a dock, pier, or lake access, liability skyrockets.

Here’s why:

Slip-and-Fall Hazards

Wet wood is slippery. Algae makes it worse. Guests don’t know the hazards.
Diving Injuries

People dive into shallow water. They hit the bottom. Catastrophic injuries follow.
Boat-Related Injuries

Boarding accidents

Propeller injuries

Towing accidents
Collisions

Structural Failure
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Old docks collapse. Rotten boards break. Loose nails cause injuries.
Liability for Guests
If someone gets hurt on your dock, it's your problem — not theirs.

Most agents never ask about docks. You will.

@ 2. Pools, Hot Tubs & Recreational Equipment
Coastal homes often have:

Pools

Hot tubs
Trampolines
Treehouses
Fire pits
Paddleboards
Kayaks

These are lawsuit magnets.
Pools

Drowning

Diving injuries
Slippery decks
Unsupervised children

Hot Tubs
e Alcohol + heat = accidents
e Slips
¢ Entrapment hazards
Trampolines & Treehouses
e Broken bones
e Head injuries
o Liability nightmares
If the home has any of these, umbrella coverage is not optional.
) 3. Short-Term Rentals (Airbnb, VRBO) — A Liability Trap

Short-term rentals turn a personal home into a business.

That means:
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Homeowners coverage changes
Liability coverage changes
Umbrella coverage changes
Watercraft coverage changes

Most homeowners policies exclude:
o Business activity
e Paying guests
¢ Rental liability
If the client rents even one weekend a year, you must ask:

“Do you rent your home to others, even occasionally?”

If they say yes, you must adjust the entire insurance plan.

=3 4. Non-Owned Watercraft Liability — The Hidden Gap

Clients often borrow or loan boats.

Here’s the truth:

Homeowners policies only cover non-owned boats under 50 HP.
Anything bigger requires:

e A boat policy
e Or an umbrella with proper underlying limits

If your client borrows a friend’s 150 HP pontoon boat and injures someone, the homeowners
policy will not respond.

Most agents don’t know this. You will.

0 5. Attractive Nuisances — Hazards That Attract Children
An attractive nuisance is anything that makes a child think:
“This looks fun.”

Examples:

Pools

Trampolines

Treehouses

Docks
Boats
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o Jet skis
e Fire pits
e Construction equipment

The law expects homeowners to protect children — even trespassing children.
If a child gets hurt, the homeowner is often liable.

§ 6. Premises Liability — The Legal Standard

Homeowners owe a duty of care to:

Guests

Visitors
Contractors
Delivery drivers
Neighbors
Children

The duty includes:

Maintaining safe conditions
Fixing hazards

Warning about dangers
Supervising risky areas

If someone gets hurt and the homeowner “should have known,” they’re liable.
® 7. Social Host Liability — Alcohol + Water = Lawsuits

Coastal homes are social homes.

People drink. People swim. People boat. People make bad decisions.

If a guest drinks at your client's home and then:

Drives

Boats

Swims

Falls

Injures someone

...the homeowner can be held liable.

Umbrella coverage is essential.

@ 8. How Homeowners, Watercraft, Auto & Umbrella Policies Interact
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Liability coverage is a puzzle. Each policy covers a different piece.

Homeowners Policy

Covers:
e Slip-and-fall
e Pool injuries
e Dock injuries
o Fire pit injuries

Does NOT cover:

Boats

Jet skis

ATVs

Golf carts
Short-term rentals

Watercraft Policy

Covers:
o Boat liability
e Towing injuries
e Propeller injuries
e Collisions

Does NOT cover:
e Unapproved operators
e Chartering
e Renting

Auto Policy

Covers:

e Trailer detachment
e Golf carts (sometimes)
¢ Vehicles used to tow boats

Does NOT cover:

e Boats
o Watercraft injuries

Umbrella Policy
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Covers:

o Big claims
o Catastrophic injuries
e Lawsuits

Does NOT cover:

Anything excluded underneath
Undisclosed drivers
Uninsured boats

Short-term rentals

If you understand how these policies interact, you can build a bulletproof insurance plan.
& 9. The Liability Conversation You Must Have With Every Client
Here’s the script:

“Your home has water, guests, and activities that increase liability. Let's make sure your
homeowners, auto, watercraft, and umbrella policies work together so you're protected.”

Clients appreciate agents who think ahead.

¥ SECTION 6
Watercraft: Boats, Jet Skis & the Liability Nobody Sees Coming

If you insure coastal households, you must understand watercraft. Not “kind of.” Not “I'll look it
up later.” You must understand it cold.

Because nothing creates bigger, faster, nastier liability claims than:

Boats

Jet skis
Trailers
Docks
Towing
Guests
Alcohol
Teenagers

And most agents don’t understand how watercraft coverage actually works.
You will.

=3 1. Why Watercraft Are a Major Coastal Exposure
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Coastal households almost always have:

Pontoon boats
Ski boats
Fishing boats
Jet skis
Kayaks
Paddleboards
Boat lifts
Docks

Trailers

And here’s the truth:
Homeowners insurance barely covers any of it.
If you don'’t ask about watercraft, you're walking into an E&O trap.
{2 2. What Homeowners Policies Actually Cover (It's Not Much)
Homeowners policies provide very limited watercraft coverage.
Property Coverage
Covers:
o Canoes
o Kayaks
e Small rowboats
Does NOT cover:
Jet skis
Boats with large motors
Trailers
Boat lifts
Docks

Fishing gear
Electronics

Liability Coverage
Covers:

o Non-owned boats under 50 HP
« Non-owned sailboats under 26 feet

Does NOT cover:
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Owned boats

Jet skis

Boats over 50 HP
Boats rented to others
Boats used for business
Boats used offshore

If your client owns a boat with a motor bigger than a lawnmower, they need a separate policy.
3. When a Separate Boat or Yacht Policy Is Required
A separate policy is required when the boat is:

Over 50 HP

Over 26 feet

Stored at a marina
Financed

Used for towing

Used offshore

Used for rentals

Used for chartering

Used by multiple operators

Boat policies cover:

e Hull damage

e Theft

e Liability

e« Medical payments
e Towing

o Fuel spill liability

e Wreck removal

Homeowners policies do not.

4. Operating Locations — Why They Matter
Watercraft policies have navigation limits.
Examples:

Inland lakes only

Coastal waters within 25 miles
Coastal waters within 75 miles
Bahamas allowed

Caribbean excluded

Gulf of Mexico allowed
Offshore excluded
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If the client takes the boat outside the navigation zone, coverage may not apply.
Most agents never ask where the boat goes. You will.
§3 5. Lay-Up Periods — A Common Source of Claims Denial
Many boat policies include a lay-up period, meaning:
The boat must not be operated during certain months.
If the client uses the boat during lay-up:
o Coverage may be denied
o Liability may be denied
e The entire policy may be voided

If the client stores the boat improperly during lay-up:

e Freeze damage is excluded
¢ Mold damage is excluded

Ask your client:

“Do you use your boat year-round?”

If they say yes, the policy must match.

g 6. Chartering, Renting & Loaning — Major Liability Triggers
Chartering

If the client charges money for boat rides, that's commercial use. Personal boat policies exclude
it.

Renting

If the client rents the boat on GetMyBoat or Boatsetter, that’s business use. Personal policies
exclude it.

Loaning
If the client loans the boat to a friend:

e The friend must be an approved operator
e The friend must meet age requirements
e The friend must meet experience requirements

If not, coverage may be denied.
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Operator Requirements
Most policies require:

Minimum age
Boating safety course
Clean driving record
No DUIs

If the operator doesn’t qualify, liability may not apply.
=3 7. Jet Skis — The Highest Liability Exposure
Jet skis (PWCs) are:

Fast

Unstable

Often operated by teenagers
Often operated by guests
Often operated after drinking
Often operated without training

Homeowners policies exclude them. Umbrella policies exclude them unless:
e There is an underlying PWC policy
e All operators are listed
e All operators meet age requirements

If your client has a jet ski, they need:

A PWC policy

An umbrella

Operator restrictions
Safety training

Jet skis create more catastrophic injuries than any other recreational vehicle.
22 8. Non-Owned Watercraft Liability — The Hidden Gap

Clients often borrow boats.

Here’s the truth:

Homeowners policies only cover non-owned boats under 50 HP.

If your client borrows:

e A 150 HP pontoon
e A 250 HP ski boat
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e A 300 HP offshore boat
...and injures someone, the homeowners policy will not respond.
The umbrella won’t respond either unless:

e There is an underlying boat policy

e The operator is approved

e The boat meets the umbrella’s requirements
Borrowed boats are a massive liability trap.
@ 9. International Waters — A Hidden Coverage Gap
Most boat policies exclude:

o [nternational waters
e The Caribbean
e Mexico
e Central America
e South America
If your client takes the boat:
e To the Bahamas
e To Bimini
e To Cozumel
e To the Virgin Islands
...coverage may not apply.
Always ask:

“Do you ever take your boat outside U.S. waters?”

/\ 10. The Watercraft Conversation You Must Have With Every Client

Here’s the script:

“Tell me about your boats, jet skis, and trailers. Who drives them, where do you take them, and
do you ever loan them out? Watercraft liability is one of the biggest exposures in coastal
households.”

Clients appreciate agents who ask the questions nobody else asks.

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

%¥ SECTION 7
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Auto Exposures: Why Cars Behave Differently in Coastal Households
Most agents think auto insurance is the “easy” part of coastal personal lines.
Itisn’t.

Coastal households have:

Trailers

Boats being towed
Teen drivers
Elderly drivers
Golf carts

ATVs

Visitors
Vacationers
Short-term renters
Multiple vehicles
High-value vehicles

Every one of these increases liability exposure — and most agents miss it.

Let’s fix that.

& 1. Trailer Liability — The Most Overlooked Auto Exposure

If your client tows anything — a boat, jet ski, camper, or utility trailer — you must understand
this:

Trailer detachment is an auto liability claim, not a homeowners claim.
If the trailer breaks loose and:

Hits another car

Hits a pedestrian
Rolls into a dock
Damages a boat
Causes a pile-up

...it's covered under the auto policy, not the homeowners policy.
The catch:

The trailer must be listed on the auto policy.

If it's not listed, coverage may be denied.

Most agents never ask about trailers. You will.
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=3 2. Towing Boats — A Liability Multiplier
When your client tows a boat, they're not just towing a boat.
They’re towing:

A heavy object

With a high center of gravity

On a trailer that may not be maintained
On a ramp that may be slippery

In crowded areas

Around inexperienced drivers

Near water

Boat-towing accidents often involve:

Backing accidents
Trailer detachment
Jackknifing

Ramp slides
Collisions

Injuries to bystanders

If your client tows a boat, they need:

e High auto liability limits
e Alisted trailer
e An umbrella policy

This is non-negotiable.
®©® 3. Teen Drivers — The #1 Source of Catastrophic Auto Claims
Coastal households often have:

e Teen drivers
o College drivers
e Young adults living at home

Teen drivers are:

Distracted

Inexperienced
Overconfident

Often driving with friends
Often driving near water
Often driving while towing

Teen drivers create more catastrophic liability claims than any other group.

Page 44 of 85



If the household has a teen driver, you must recommend:

High auto liability limits

A strong umbrella policy
All drivers listed

No undisclosed operators

If a teen driver is unlisted, the umbrella will not respond.
¢ 4. Elderly Drivers — The Silent Risk

Coastal areas attract retirees.

Elderly drivers often have:

Slower reaction times
Vision issues

Medication interactions
Difficulty towing

Difficulty navigating ramps
Difficulty backing trailers

If the household includes elderly drivers, you must ask:
“Does everyone in the household drive regularly?”

If the answer is yes, they must be listed.

f4) 5. Visitors & Vacationers — Hidden Auto Exposure
Coastal homes attract:

Family

Friends

Guests

Renters

College kids
Out-of-state visitors

Visitors often:

Borrow vehicles
Borrow golf carts
Borrow ATVs
Borrow trailers
Borrow boats

If a visitor drives a vehicle and causes an accident, the auto policy responds — not the
homeowners policy.
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If a visitor drives a golf cart and injures someone, coverage depends on:

Where the cart is driven

Whether it’s street-legal

Whether it’s listed

Whether the homeowners policy includes golf cart coverage

Most agents never ask about visitors. You will.

& 6. Golf Carts & ATVs — The Coastal Wild Cards

Golf carts and ATVs are everywhere in coastal communities.
They are used for:

Neighborhood transportation
Beach access

Dock access

Hauling gear

Fun

But here’s the truth:
Golf carts and ATVs are not automatically covered under homeowners or auto policies.
Coverage depends on:

Where they are driven

Whether they are street-legal

Whether they are registered

Whether they are listed

Whether the umbrella requires underlying coverage

If your client has a golf cart or ATV, you must ask:
“Where do you drive it?”

The answer determines the policy.

@ 7. International Driving — A Hidden Gap
Many coastal clients travel internationally.

U.S. auto policies typically cover:

e The U.S.
e Canada
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They do not cover:

Mexico

The Caribbean
Central America
South America
Europe

If your client drives in Mexico, they need:

e A Mexico auto policy
e Nota U.S. policy

If they rent a car overseas, they need:

e Local coverage
e Not their U.S. policy

Most agents never ask about international driving. You will.
& 8. The Auto Conversation You Must Have With Every Client
Here’s the script:

“Tell me about your vehicles, trailers, golf carts, and who drives what. Auto liability is the biggest
exposure in most households, especially coastal ones.”

Clients appreciate agents who think beyond the basics.
Y% SECTION 8
Umbrella Policies: The Only Thing Standing Between Your Client and Financial Ruin

If you insure coastal households, you must understand umbrella policies. Not “kind of.” Not “I’ll
quote one if they ask.” You must understand them cold.

Because coastal households have:

Water

Boats

Jet skis

Docks

Pools

Teen drivers

Golf carts
Short-term rentals
Visitors

Alcohol
High-value assets
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Every one of these increases liability exposure.

And when liability goes up, the only thing that protects your client is an umbrella.
Let’s break it down.

@& 1. Why Coastal Households Need Umbrellas More Than Inland Homes
Coastal homes attract:

Guests
Vacationers
Family gatherings
Boating trips

Pool parties
Alcohol

High-risk activities

And high-risk activities create high-severity claims.
Examples:

Diving injuries

Boating collisions

Jet ski accidents

Golf cart crashes

Dock injuries
Alcohol-related accidents
Teen driver accidents
Trailer detachment

These claims routinely exceed:

« $300,000
« $500,000
e $1 million

If your client doesn’t have an umbrella, they’re exposed.
& 2. Umbrellas Require Underlying Policies — Or They Don’t Work
Umbrellas don’'t magically cover everything. They sit on top of:

Homeowners
Auto
Watercraft
Rental dwelling
Motorcycle
ATV
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e Golf cart
If an underlying policy is missing, the umbrella will not respond.
Example:

Your client has a jet ski but no PWC policy. They injure someone. The umbrella denies
coverage.

Why? Because the underlying PWC policy is missing.

This is the #1 umbrella failure.

A\ 3. Matching Exclusions — The Most Overlooked Umbrella Requirement
Umbrellas do not “fix” exclusions.

If the homeowners policy excludes:

Short-term rental liability

Business activity

Watercraft

ATVs
Golf carts

...the umbrella excludes them too.
Umbrellas follow the underlying policy.
If it's excluded underneath, it's excluded above.

This is the #2 umbrella failure.

=3 4. Watercraft + Umbrella = The Most Critical Interaction
Umbrellas require:

A boat policy

With minimum liability limits
With approved operators
With navigation limits

With no business use

If any of these are missing, the umbrella won’t respond.

Example:
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Your client loans their boat to a friend. The friend crashes into another boat. The umbrella
denies coverage because the friend was not an approved operator.

Watercraft + umbrella is where most agents get burned.

& 5. Auto + Umbrella — The #1 Source of Catastrophic Claims
Auto claims are the biggest umbrella claims.
Especially when the household has:

Teen drivers

Elderly drivers

Trailers

Boats being towed
Golf carts

ATVs

Visitors driving vehicles

Umbrellas require:

All drivers listed

All vehicles listed

All trailers listed

Minimum underlying limits

If a driver is missing, the umbrella denies coverage.
This is the #3 umbrella failure.
) 6. Short-Term Rentals + Umbrella — A Dangerous Combination

Most umbrellas exclude:

e Airbnb

¢« VRBO

¢ Short-term rentals

e Paying guests

o Rental liability
Unless:

e The rental is disclosed
e The correct endorsements are added
e The underlying policy includes rental liability
If your client rents even one weekend a year, you must ask:

“Do you rent your home to others, even occasionally?”
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If they say yes, the umbrella must be adjusted.
@ 7. International Liability — A Hidden Gap
Umbrellas often exclude:

¢ International auto liability

e International watercraft liability
¢ International rental liability

If your client:
e Drives in Mexico
e Boats in the Bahamas
e Rents a villa overseas
e Operates a jet ski abroad

...the umbrella may not apply.

Always ask:

“Do you travel internationally or operate vehicles outside the U.S.?”
@B 8. Common Umbrella Claims in Coastal Households
These are the claims that blow through underlying limits:
Diving Injuries

Catastrophic spinal injuries = multi-million-dollar claims.
Boating Collisions

Especially when alcohol is involved.

Jet Ski Accidents

High speed + inexperience = disaster.

Trailer Detachment

A runaway trailer can cause a 10-car pileup.

Short-Term Rental Injuries

Guests sue. Homeowners policies exclude. Umbrella denies.

Dog Bites
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Especially large breeds.

Golf Cart Accidents

Common in coastal communities.

If you insure coastal households, you must assume these claims will happen.
& 9. The Umbrella Conversation You Must Have With Every Client
Here’s the script:

“You have water, guests, vehicles, and activities that increase liability. One serious accident
could exceed your homeowners or auto limits. An umbrella policy protects your assets and your
future. Let’'s make sure your underlying policies meet the requirements so the umbrella works
when you need it.”

Clients appreciate agents who think ahead.

¥¢ SECTION 9

In-Home Business Exposures: The Hidden Gaps That Sink Coastal Households

Coastal households are entrepreneurial. People run businesses out of their homes all the time:

Etsy shops

Craft businesses
Photography studios
Consulting

Catering

Fitness coaching
Boat-rental side gigs
Airbnb co-hosting
Online retail

Home salons

Music lessons
Daycare

Repair services

And here’s the truth:

Homeowners insurance does NOT cover business activity.

Not the property. Not the liability. Not the equipment. Not the customers. Not the employees.
If you don’t ask about in-home business activity, you’re walking into an E&O trap.

Let’s break it down.
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Q 1. Why In-Home Businesses Are a Major Coastal Exposure

Coastal homes attract:

Tourists

Renters

Hobbyists

Entrepreneurs

Side-hustlers

Retirees with small businesses

And these businesses often involve:

Customers visiting the home
Inventory stored in the home
Business equipment
Deliveries

Employees

Contractors

Liability exposure

Most homeowners have no idea their business activity is excluded.

You must ask.

[F] 2. What the Homeowners Policy Does NOT Cover

Homeowners policies exclude almost everything related to business.

A. Very Limited Business Property Coverage

Most policies only cover $2,500 of business property — total.

That includes:

If your client has more than $2,500 in business property, they’re underinsured.

Computers
Tools
Inventory
Equipment
Samples
Supplies

B. No Business Liability Coverage

If a customer:

Slips
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Falls

Gets injured

Is harmed by a product
Is harmed by a service

...the homeowners policy will not respond.
C. No Coverage for Employees
If an employee is injured on the property, the homeowners policy excludes it.
D. No Coverage for Business-Owned Property
If the business is an LLC, the homeowners policy excludes:
e LLC-owned equipment
e LLC-owned inventory
e LLC-owned tools
E. No Coverage for Business-Related Structures

If the garage or shed is used for business:

e |t may be excluded
e |t may require a separate policy

Most agents never ask about business use. You will.

€3 3. Eligibility for In-Home Business Endorsements

Some small businesses can be endorsed onto the homeowners policy.
Eligibility usually requires:

Low foot traffic

No employees

No hazardous materials
No food preparation

No heavy equipment
No manufacturing

No large inventory

No business vehicles
No rentals

If the business exceeds these limits, it needs:

e A Businessowners Policy (BOP)
e Or a commercial general liability (CGL) policy
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[ 4. Retail Businesses — Hidden Coastal Exposures
Retail businesses often involve:

Inventory
Shipping
Packaging
Customer visits
Product liability

Examples:

Etsy shops

Craft sellers
Clothing boutiques
Jewelry makers

These businesses need:
e Business property coverage
e Product liability coverage
e General liability coverage
Homeowners policies exclude all of it.
&2 5. Service Businesses — Liability Is the Primary Exposure
Service businesses include:
o Photography
e Consulting
e Coaching
¢ Repair services
o Boat detailing
e Landscaping
e Fitness training
These businesses need:
e General liability
e Professional liability (E&O)
e Business property coverage
Homeowners policies exclude all of it.

& 6. Craft Businesses — Small but Risky

Craft businesses often involve:
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Tools
Heat guns
Chemicals
Paints
Glues
Inventory
Shipping

These create:
e Firerisk
e Product liability
e Property exposure

Homeowners policies exclude all of it.

ﬂ:ﬂ 7. Food-Related Businesses — High Liability, High Regulation
Food businesses include:

Baking

Catering

Meal prep
Cottage food operations

These create:

Foodborne illness risk
Product liability

Fire risk

Equipment exposure

Homeowners policies exclude all of it.

& 8. Common In-Home Business Claims

These are the claims that surprise homeowners:

A. Customer Injury

A customer trips on the front steps. Homeowners denies.

B. Property Damage

Business equipment is stolen. Homeowners pays $2,500 max.
C. Fire

A candle-making business causes a fire. Homeowners denies.
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D. Theft

Inventory is stolen from the garage. Homeowners denies.
E. Product Liability

A product injures someone. Homeowners denies.

F. Professional Liability

A consultant gives bad advice. Homeowners denies.

G. Short-Term Rental Liability

Renters damage the home. Homeowners denies.

In-home business claims are some of the most expensive and most denied claims in personal
lines.

A\ 9. The In-Home Business Conversation You Must Have With Every Client
Here’s the script:

“Do you run any business out of your home — even a small one? Do you sell anything, make
anything, store inventory, or have customers visit? Homeowners insurance excludes business
activity, so | want to make sure you're protected.”

Clients appreciate agents who ask the questions nobody else asks.

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

¥ SECTION 10

Vacant Land: Why “Empty Land” Isn’t Empty Risk

Vacant land seems simple. No house. No structures. No tenants. No utilities. No problem.
Except... that’'s not how liability works.

Vacant land is one of the most misunderstood exposures in personal lines — especially in
coastal areas where land is used for:

Fishing
Hunting
Camping
ATV riding
Dock access
Boat storage
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Short-term rentals
Events

Trails

Parking

And here’s the truth:

Vacant land is only covered under homeowners insurance when it is truly vacant — and
used only for personal, non-business purposes.

Let’s break it down.
7 1. What Counts as Vacant Land? (The Real Definition)
Vacant land means:

No structures

No buildings

No sheds

No barns

No garages

No docks

No campers

No RVs

No mobile homes
No tiny homes
No utilities

No improvements

If any structure exists — even a small shed — the land is no longer considered vacant.
Most homeowners have no idea this matters.

{2 2. When Land Stops Being “Vacant”

Land stops being vacant when:

A shed is added

A dock is built

A camper is parked

A tiny home is placed

A mobile home is installed

A barn is built

A garage is added

A storage container is placed
A boat is stored long-term
Utilities are installed

Once the land is no longer vacant, the homeowners policy may not cover it.
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This is where most agents get burned.

/\ 3. Liability Exposures on Vacant Land

Vacant land creates more liability exposure than most people realize.

Common claims include:

A. Injuries to Trespassers

Yes — even trespassers can sue.

B. Falling Trees

If a dead tree falls on someone, the landowner is liable.

C. ATV Accidents

People ride ATVs on vacant land all the time. Accidents happen. Lawsuits follow.
D. Hunting Accidents

If someone hunts on the land — even without permission — the landowner may be liable.
E. Water Hazards

Ponds, creeks, and lakes create drowning exposure.

Vacant land is not low-risk. It's just low-visibility risk.

D 4. Attractive Nuisances — Even on Vacant Land

An attractive nuisance is anything that makes a child think:

“This looks fun.”

Examples on vacant land:

Ponds

Creeks

Trails

Old equipment
Abandoned vehicles
Treehouses

Dirt mounds
Construction materials

The law expects landowners to protect children — even trespassing children.
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If a child gets hurt, the landowner is often liable.
% 5. Recreational Use — A Hidden Liability Exposure
If people use the land for:

Hunting

Fishing

Camping

ATV riding

Dirt biking
Horseback riding
Parties

Events

...liability increases dramatically.

If money changes hands — even once — the land is no longer “vacant.”

Examples:
e Charging someone to hunt
e Charging someone to camp
e Charging someone to park
e Charging someone to store a boat

Once money is involved, the homeowners policy will not cover the land.

@ 6. Business Use — Automatic Disqualification

If the land is used for any business purpose, it is not covered under homeowners insurance.
Examples:

Renting it out
Farming

Timber sales

Boat storage

RV storage

Event hosting
Parking

Leasing access
Commercial hunting

Business use requires:

A commercial general liability (CGL) policy
Or a farm policy
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Not a homeowners policy.
) 7. When Vacant Land IS Covered by the Homeowners Policy
Vacant land is covered when:

It is truly vacant

It is personally owned

It is used only for personal recreation
No money changes hands

No structures exist

No business activity occurs

Examples of covered use:

Walking

Hiking

Picnicking

Family gatherings
Personal fishing
Personal camping

If the land meets these criteria, the homeowners policy extends liability coverage.
& 8. Common Vacant Land Claims

These are the claims that surprise homeowners:

A. Injuries to Trespassers

A trespasser falls into a ditch. The landowner is sued.

B. Falling Trees

A dead tree falls on a neighbor. The landowner is liable.

C. ATV Accidents

Kids ride ATVs on the land. Someone gets hurt. The landowner is sued.

D. Hunting Accidents

A hunter shoots someone by mistake. The landowner is named in the lawsuit.
E. Water Hazards

A child drowns in a pond. The landowner is liable.
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Vacant land claims are often severe — and often uninsured.

/A 9. The Vacant Land Conversation You Must Have With Every Client

Here’s the script:

“Do you own any land that doesn’t have a home on it? Is there a shed, dock, camper, or any
structure on it? Do people use it for hunting, fishing, or riding ATVs? Vacant land is only covered

under homeowners insurance when it’s truly vacant and used only for personal purposes.”
Clients appreciate agents who think beyond the basics.

¥ SECTION 11

NFIP Coverage A & B: What Flood Insurance Actually Pays For

If you want to be a great coastal agent, you must understand NFIP Coverage A and Coverage
B. Not the CE version. Not the legal version. The real-world, plain-English version your
clients need.

Because here’s the truth:

Most flood claims are denied or underpaid because the homeowner didn’t understand
what NFIP actually covers.

Let’s fix that.

fal 1. NFIP Coverage A — Building Property (What the Policy Protects)
Coverage A is the structure itself — the physical building.
It covers things that are:

e Permanently installed

+ Attached to the home

e Part of the building’s function

e Required for the home to operate

Coverage A Includes:

Foundation

Walls

Floors

Ceilings

Roof

Electrical systems
Plumbing systems
HVAC

Water heater
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Built-in appliances
Attached garages
Staircases

Fuel tanks

Solar equipment
Well pumps
Elevators

If it's bolted, wired, nailed, or permanently attached — it's probably Coverage A.
Coverage A Does NOT Include:

Decks

Docks

Pools

Hot tubs
Landscaping
Fences
Seawalls
Retaining walls
Boat lifts

Dune walkovers

These are always excluded.

(& 2. NFIP Coverage B — Personal Property (What Belongs to the Homeowner)
Coverage B is contents — the stuff you own.

It covers:

Furniture

Clothing

Electronics

Rugs

Portable appliances
Washers

Dryers

Freezers

Frozen food

But only if:

The items are inside the insured building

The items are above the lowest elevated floor

The items are not in a basement

The items are not in an enclosure below an elevated home

This is where most clients get blindsided.
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&2 3. Basements & Enclosures — The #1 NFIP Confusion Point
NFIP defines a basement as:

Any area with a floor below ground level on all sides.

This includes:

Finished basements

Unfinished basements

Sunken living rooms

Below-grade garages

Storage rooms

Enclosures under elevated homes

What NFIP Covers in Basements & Enclosures:

Electrical
HVAC

Water heater
Foundation
Washer
Dryer
Freezer

What NFIP Does NOT Cover in Basements & Enclosures:

Drywall

Flooring
Insulation
Cabinets
Furniture
Personal property
Finished walls
Finished ceilings

If your client finishes a basement or enclosure, they are finishing a non-insurable space.
This is the #1 source of flood claim disappointment.
4. Detached Garages — Limited Coverage
NFIP covers detached garages under Coverage A, but only up to:
10% of Coverage A
This 10%:
e Comes out of the building limit
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e Does not increase the total limit
e Applies only to garages
e Does not apply to sheds or other structures

If the client has a large detached garage, they may need private flood.
© 5. Materials Stored Outdoors — Never Covered
NFIP does not cover:

Lumber

Tools

Equipment

Furniture

Construction materials
Anything stored outside

If it's outside the building, it's excluded.
Period.
& 6. Common Coverage A & B Claim Scenarios (Plain English)

Scenario 1 — Flooded Basement

Covered:
¢« HVAC
e Electrical

o \Water heater
Not covered:

Drywall

Flooring

Furniture
Personal property

Scenario 2 — Enclosed Lower Level
Covered:

e Mechanical systems
Not covered:

o Finished walls

e Finished ceilings
e Personal property
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Scenario 3 — Detached Garage
Covered:
e Structure (up to 10%)

Not covered:

e Tools
e Equipment
e Contents

Scenario 4 — Materials Stored Outdoors
Covered:
¢ Nothing
Scenario 5 — Contents in a Shed
Covered:
e Nothing
NFIP is strict. If it's not in the building, it's not covered.
/\ 7. The NFIP Coverage A/B Conversation You Must Have With Every Client
Here’s the script:

“Flood insurance covers the structure and essential systems, but it does not cover finished
basements, enclosures, or personal property stored below the elevated floor. Let’s walk through
what’s covered and what isn’t so you're not surprised during a claim.”

Clients appreciate clarity. They appreciate honesty. And they appreciate agents who explain
NFIP in plain English.

<% SECTION 12
ICC, Exclusions & What NFIP Will Never Pay For

If you want to be a great coastal agent, you must understand not just what NFIP covers — but
what it never covers.

Because here’s the truth:

Most flood claim frustration comes from exclusions, not coverage.
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NFIP is strict. NFIP is limited. NFIP is predictable — once you understand the rules.
Let’s break it down in plain English.
fal 1. What Is ICC (Increased Cost of Compliance)?

ICC is an extra $30,000 available under NFIP only when the home must be brought into
compliance with local flood codes after a flood.

ICC pays for:

Elevation

Demolition

Relocation

Floodproofing (non-residential only)

ICC does not pay for:

Repairs

Contents

Upgrades

Improvements

Anything unrelated to code compliance

ICC is not a bonus. It's a compliance tool.

&2 2. When Does ICC Apply? (The Four Triggers)

ICC only applies when all four of these conditions are met:
A. The home is substantially damaged

Meaning:

e Repair cost = 50% of market value
e Determined by the local floodplain manager

B. The damage is caused by flood
Wind damage does not count. Water intrusion from above does not count.
C. The home must be brought into compliance
Usually means:
o Elevation

o Demolition
¢ Relocation
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D. The home has an NFIP policy

Private flood does not include ICC.

If any one of these is missing, ICC does not apply.
© 3. When ICC Does NOT Apply

ICC does not apply when:

The home is not substantially damaged
The damage is not caused by flood

The home is already compliant

The home is in an X zone

The home is not required to elevate

The home has private flood

The home is a condo unit

The home is a secondary structure

The home is a business (ICC rules differ)

Most homeowners assume ICC applies to every flood claim. It doesn’t.
4. ICC Payment Rules (Simple Version)

Maximum Payment: $30,000

This is the cap. It does not increase the total building limit.

ICC Is Reimbursed

Meaning:

¢ The homeowner must complete the work
e Provide documentation
e Then receive payment

ICC is not paid upfront.

© 5. NFIP Exclusions — What the Policy Will Never Cover

NFIP excludes a long list of items. Here are the ones that matter most to clients.
A. Additional Living Expenses (ALE)

NFIP does not pay for:

e Hotels
¢ Rentals
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e Meals
e Temporary housing

This surprises almost everyone.
B. Business Interruption
If the home is used for business:

e Lost income is excluded
e Business property is limited
e Business liability is excluded

C. Property Outside the Building
NFIP never covers:

Decks

Docks

Pools

Hot tubs
Landscaping
Fences
Seawalls
Retaining walls
Boat lifts

Dune walkovers

If it's outside, it's excluded.

D. Cars & Motor Vehicles

Cars are covered under auto policies, not NFIP.
E. Currency & Valuables

NFIP excludes:

Cash

Precious metals
Stock certificates
Collectibles

F. Mold Not Caused by Flood

If the homeowner delays cleanup, mold is excluded.

&2 6. Property Not Covered — Critical for Coastal Agents
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These exclusions create the biggest surprises:
A. Enclosures Below Elevated Homes

NFIP treats them like basements.

Covered:
e Electrical
« HVAC

o \Water heater
Not covered:

Drywall

Flooring
Insulation
Personal property

B. Finished Basements

Same rules as enclosures.

C. Detached Structures

Only detached garages get limited coverage. Sheds, barns, and workshops are excluded.
D. Swimming Pools & Equipment

NFIP excludes:

Pools

Pumps

Filters
Heaters

Clients rarely know this.

& 7. Common ICC & Exclusion Claim Scenarios (Plain English)

Scenario 1 — Substantial Damage

The home is 60% damaged by flood. ICC applies. The homeowner must elevate.
Scenario 2 — Finished Enclosure

The lower level is beautifully finished. NFIP pays for:
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e HVAC

e Electrical
NFIP denies:

e Drywall

e Flooring

e Furniture
Scenario 3 — Detached Garage
NFIP pays up to 10% of Coverage A. Tools and equipment are excluded.
Scenario 4 — Mold After Delay
Homeowner waits 10 days to start cleanup. NFIP denies mold.
Scenario 5 — Pool Equipment
Flood destroys the pool pump. NFIP denies it.
These are the claims that frustrate homeowners — unless you prepare them.
/\ 8. The ICC & Exclusions Conversation You Must Have With Every Client
Here’s the script:

“Flood insurance covers the structure and essential systems, but it does not cover finished
basements, enclosures, pools, landscaping, or anything outside the home. ICC may help with
elevation if the home is substantially damaged, but it only applies in specific situations. Let’s
walk through what’s covered and what isn’t so you're not surprised during a claim.”

Clients appreciate agents who tell the truth upfront.

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Y% SECTION 13
Continuous Flooding, Closed-Basin Lakes & Loss Settlement (ACV vs RCV)
The Advanced NFIP Rules Every Coastal Agent Must Understand

Most agents never learn these rules. Most clients never hear about them. And most flood claim
disputes come from these exact situations.

If you understand this section, you instantly become a top-tier coastal agent.

Let’s break it down in plain English.
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@& 1. Continuous Flooding — When Water Never Recedes
Continuous flooding happens when:

Water rises

Stays for weeks or months
Never fully recedes

Makes repair impossible

This is common in:
Lakes
Rivers

Marsh areas
Low-lying coastal zones

NFIP Continuous Flooding Settlement Options
NFIP gives the homeowner two choices:
Option 1 — Wait for the water to recede

NFIP pays:

e Actual damage
« No additional compensation

Option 2 — Take a total loss settlement
NFIP pays:
e The full building limit
e Minus depreciation (if ACV applies)
e Minus deductible
This option is often better when the home is uninhabitable for months.

Key Reality

Continuous flooding claims take longer and require more documentation. If you prepare your
client ahead of time, they won'’t be blindsided.

@) 2. Closed-Basin Lakes — A Special NFIP Rule
A closed-basin lake is a lake with:

¢ No natural outlet
e No river flowing out
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e No drainage system
When water rises, it has nowhere to go.
This creates:
e Long-term flooding
o Permanent water level changes
e Homes underwater for months or years
NFIP Closed-Basin Lake Settlement Options
NFIP allows:
Option 1 — Repair the home
If the water eventually recedes.
Option 2 — Total loss settlement
If the home is uninhabitable long-term.
Option 3 — Abandonment
If the home cannot be repaired or elevated.

Why This Matters

Closed-basin lake claims are some of the most misunderstood and most frustrating NFIP
claims. If you can explain this clearly, clients trust you instantly.

3. NFIP Loss Settlement — How Claims Are Actually Paid
NFIP pays claims using either:

e Replacement Cost Value (RCV)
e Actual Cash Value (ACV)

Most homeowners assume they get RCV. Most of the time, they don't.
Let’s break it down.

{2} 4. Replacement Cost (RCV) — When It Applies

RCV applies only when:

1. The home is a single-family dwelling
2. The home is the primary residence
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3. The home is insured for at least 80% of replacement cost
4. The home is insured to the maximum NFIP limit ($250,000)

If all four conditions are met — RCV applies.
If any condition is missing — ACV applies.

Most coastal homes do not meet the 80% rule. Most clients don’t know this.

&2 5. Actual Cash Value (ACV) — The NFIP Default
ACV = Replacement cost minus depreciation.
NFIP uses ACV for:

Most coastal homes

Older homes

Secondary homes

Rental homes

Vacation homes

Homes insured below 80% of replacement cost
Contents (always ACV)

Basements

Enclosures

Detached garages (beyond the 10% rule)

Special ACV Rules
NFIP depreciates:

Flooring

Drywall

Cabinets
Appliances

Roofs

Windows

Doors

Mechanical systems

Clients rarely expect this. You must prepare them.

&2 6. Pre-FIRM vs Post-FIRM Buildings — Why It Matters
Pre-FIRM Buildings (Built before the first flood map)
Often below BFE

Often receive subsidized rates

Often receive ACV settlements
Often have higher risk
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Post-FIRM Buildings (Built after the first flood map)
e Must meet elevation requirements
o Often receive better rates
o Often qualify for RCV (if primary residence)
Loss Settlement Differences
Pre-FIRM homes often get:
e ACV
e Limited coverage
e Higher premiums
Post-FIRM homes often get:
e RCV (if primary residence)
e Better coverage

e Lower premiums
If you know the FIRM date, you know the risk.
& 7. Advanced NFIP Claim Scenarios (Plain English)
Scenario 1 — Continuous Flooding
Water stays for 45 days. Homeowner chooses total loss settlement.
Scenario 2 — Closed-Basin Lake
Water rises permanently. Home must be abandoned. NFIP pays total loss.
Scenario 3 — ACV vs RCV
Home is insured for $180,000 but replacement cost is $300,000. NFIP pays ACV.
Scenario 4 — Pre-FIRM Enclosure
Lower level is finished. NFIP denies all finishes. Pays only mechanical systems.
Scenario 5 — Substantial Damage + ICC
Home is 55% damaged. NFIP pays building claim + ICC for elevation.
These are the claims that separate average agents from great ones.

A\ 8. The Advanced NFIP Conversation You Must Have With Every Client
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Here’s the script:

“Flood claims work differently than homeowners claims. Some homes qualify for replacement
cost, but many are paid at actual cash value. Continuous flooding and lake rise have special
rules. Let’'s walk through how your home would be settled in a worst-case scenario so you’re not
surprised later.”

Clients appreciate agents who prepare them for reality — not fantasy.

Y% SECTION 14

Ethics for Coastal Agents: Doing the Right Thing When the Stakes Are Higher
Coastal insurance isn’t just technical — it’s ethical.

Because coastal households have:

Bigger risks

Bigger losses

Bigger liability

Bigger misunderstandings
Bigger financial consequences

And that means your decisions as an agent matter more.
Ethics isn’t about memorizing rules. It's about doing the right thing when:

The client doesn’t know what to ask
The carrier doesn’t see the exposure
The risk is easy to overlook

The coverage is optional but essential
The truth is uncomfortable

The sale is easier if you stay quiet

Let’'s break down the real-world ethics coastal agents face every day.
@& 1. The Ethical Duty to Explain Flood Clearly

Most clients believe:

“My homeowners policy covers flood.”

It doesn’t.

And if you don’t correct that misunderstanding, you're not just making a mistake — you're
violating the most basic ethical duty:

Tell the truth even when it’s inconvenient.
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Ethical agents:

Explain flood zones

Explain NFIP limits

Explain exclusions

Explain basements and enclosures
Explain ACV vs RCV

Explain ICC

Explain private flood options

) 13

Unethical agents avoid the conversation because it's “too complicated.”

You’re not that agent.

(% 2. The Ethical Duty to Explain Wind Deductibles

Percentage deductibles are confusing. They’re also financially devastating.
Ethical agents say:

“Your wind deductible is 5% of your Coverage A limit. That means you pay $30,000 before
coverage applies.”

Unethical agents say:

“You have a wind deductible — you’re fine.”
Clients deserve clarity, not comfort.

=3 3. The Ethical Duty to Ask About Watercraft
Most agents never ask:

Do you own a boat?

Do you own a jet ski?

Do you tow a trailer?

Do you loan your boat to friends?
Do you let guests drive your jet ski?

But watercraft create the biggest liability claims in coastal households.

Ethical agents ask the uncomfortable questions. Unethical agents hope the client doesn’t bring it
up.

) 4. The Ethical Duty to Ask About Short-Term Rentals

Airbnb and VRBO turn a personal home into a business.
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Most homeowners policies exclude:

o Rental liability

e Guestinjuries

e Property damage from renters
Ethical agents ask:

“Do you rent your home, even occasionally?”

Unethical agents avoid the question because it complicates the quote.
[F] 5. The Ethical Duty to Ask About In-Home Businesses

Clients rarely think of their side hustle as a “business.”

But homeowners policies exclude:

Business property

Business liability

Customer injuries
Employee injuries

Ethical agents ask:

“Do you sell anything, make anything, store inventory, or have customers visit your home?”
Unethical agents pretend the exposure doesn’t exist.

@8 6. The Ethical Duty to Ask About Golf Carts & ATVs

Golf carts and ATVs are everywhere in coastal communities.

Most are:
e Uninsured
e Unlisted
o Driven by guests
e Driven by teenagers

Ethical agents ask:
“Do you have a golf cart or ATV? Where do you drive it?”

Unethical agents assume the client will mention it.

™ © 7. The Ethical Duty to Address Teen Drivers
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Teen drivers create the most catastrophic auto claims.

Ethical agents say:

“Your teen driver increases your liability exposure. You need higher limits and an umbrella.”
Unethical agents say:

“Adding your teen will raise your premium — sorry.”

One protects the client. One protects the sale.
& 8. The Ethical Duty to Recommend Umbrella Policies
Umbrellas are not optional in coastal households.
Ethical agents recommend umbrellas because:
e Theriskis real
e The exposure is high
o The consequences are severe
Unethical agents avoid umbrellas because:
e They don’t want to “oversell”
o They don’t want to raise the premium

e They don’t want to complicate the quote
Ethics means recommending what the client needs, not what’s easy.
/A 9. The Ethical Duty to Document Conversations
Ethics isn’t just about doing the right thing — it's about proving you did.
Ethical agents document:

Flood discussions

Wind deductible explanations
Watercraft conversations
Rental disclosures

Business use questions
Umbrella recommendations

Documentation protects:
e The client

e The agent
e The agency
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Unethical agents rely on memory.
10. The Ethical Duty to Tell the Truth — Even When It Costs You the Sale

Sometimes the ethical answer is:

“This home is uninsurable.”

“This carrier won’t cover your exposure.”
“Your deductible is too high.”

“You need flood insurance.”

“You need an umbrella.”

“You need a boat policy.”

“You need to elevate your home.”

Ethical agents lose short-term sales but gain long-term trust.

Unethical agents win the sale but lose the client when the claim hits.

¥¢ SECTION 15

Capstone: How to Build a Complete Coastal Insurance Plan

A Simple, Repeatable Framework for Every Client

Coastal insurance is complicated — but it doesn’t have to feel complicated.

If you understand the exposures, the construction, the perils, and the policy interactions, you
can build a complete coastal insurance plan every single time.

This section gives you the exact framework to follow.

Use it with every client. Use it every time. Never skip steps.

Let’s go.

1. Start With the Home — Construction, Elevation & Location
Before you quote anything, you must understand the home itself.
Ask:

How is the home built?

What is the roof shape?

How old is the roof?

What is the foundation type?

Is the home elevated?

Are there enclosures?
Are there impact windows?
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Is the garage reinforced?

Where are the mechanical systems located?
What is the flood zone?

Is there an Elevation Certificate?

This determines:

Wind risk

Flood risk

Water intrusion risk
Premiums
Deductibles
Eligibility
Coverage gaps

Construction is the foundation of everything.

@ 2. Flood Insurance — NFIP, Private, or Both
Every coastal household needs flood insurance.
Your job is to determine:

NFIP or private?

RCV or ACV?

Is the home above or below BFE?

Are there enclosures?

Is the basement finished?

Are contents at risk?

Is ICC relevant?

Are there continuous flooding risks?

Is the home in a closed-basin lake area?

Your flood plan must include:

Building coverage

Contents coverage

Loss settlement explanation
Exclusions explanation
Basement/enclosure explanation
Deductible explanation

If you can explain flood clearly, you instantly stand out.
3. Wind & Named Storm Coverage — Deductibles, Roofs & Mitigation
Wind is the #1 coastal peril.

Your wind plan must include:
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Roof age

Roof shape

Roof condition

Mitigation features

Wind deductible type

Deductible percentage

Named storm vs hurricane deductible
Wind-driven rain explanation
Opening protection (windows/doors)
Garage door strength

If the wind deductible is too high, the client is not protected.

=3 4. Watercraft — Boats, Jet Skis, Trailers & Navigation
Watercraft create the biggest liability claims in coastal households.
Your watercraft plan must include:

Boat policies

PWC policies

Navigation limits

Lay-up periods

Operator restrictions

Trailer coverage

Fuel spill liability

Wreck removal

Borrowed boat liability

Umbrella underlying requirements

If the client owns a boat or jet ski, the homeowners policy is not enough.
& 5. Auto — Trailers, Teen Drivers, Elderly Drivers & Visitors

Auto liability is the #1 source of catastrophic claims.

Your auto plan must include:

Trailer listing

Boat towing exposure
Teen drivers

Elderly drivers

Visitors driving vehicles
Golf carts

ATVs

International driving
High liability limits
Umbrella compatibility
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If the household tows anything, the auto policy must be rock-solid.

Q 6. Liability — Docks, Pools, Rentals, Guests & High-Risk Activities
Coastal households have more liability exposure than inland homes.

Your liability plan must include:

Docks

Piers

Pools

Hot tubs

Fire pits
Trampolines
Treehouses
Short-term rentals
Visitors

Alcohol

Water access
Attractive nuisances

If the home has water + guests, liability exposure is high.

© 7. Umbrella — The Only Thing That Protects the Client’s Future
Umbrellas are not optional in coastal households.

Your umbrella plan must include:

Correct underlying limits

All drivers listed

All vehicles listed

All watercraft listed

All rentals disclosed

All business use disclosed

All exposures matched

No missing underlying policies

If the umbrella doesn'’t sit on top of everything, it won’t respond.
@ 8. In-Home Business — The Hidden Exposure That Breaks Coverage
Your business-use plan must include:

Retail
Craft

Food
Consulting
Coaching
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Photography
Boat-related side gigs
Airbnb co-hosting
Inventory

Customer visits
Employees

If the client runs a business, the homeowners policy excludes it.
&7 9. Vacant Land — Liability Without a Building
Your vacant land plan must include:

Structures
Docks

Sheds
Campers
ATVs
Hunting
Fishing

Trails
Business use
Rentals

If the land isn’t truly vacant, the homeowners policy won’t cover it.

& 10. The Complete Coastal Insurance Plan — Your 10-Step Checklist
Use this checklist with every client:

1. Construction — roof, foundation, elevation, openings

2. Flood — NFIP vs private, ACV vs RCV, exclusions

3. Wind — deductibles, mitigation, roof age

4. Watercraft — boats, PWCs, trailers, navigation

5. Auto — towing, drivers, carts, ATVs

6. Liability — pools, docks, guests, rentals

7. Umbrella — underlying limits, exposures

8. Business Use — inventory, customers, equipment

9. Vacant Land — structures, recreation, business use

10. Documentation — every conversation, every recommendation

If you follow this checklist, you will never miss an exposure.
€2 11. The Coastal Agent’s Promise
Here’s the mindset that separates great agents from average ones:

“I will protect my client from the risks they don’t see — not just the ones they ask about.”
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That’s the job. That’s the standard. That’s coastal insurance done right.

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

That’s It! You finished the course!
When you are ready, feel free to take the Final Exam at:

https://www.classmarker.com/online-test/start/?quiz=3gp6a3d36936b151

You must correctly answer at least 70% of the multiple-choice questions to earn 12-hours
P&C CE which includes 3 hour Ethics.

Best of luck to you!

Eddie
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