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LEGAL DISCLAIMER

This legal disclaimer ("Disclaimer") governs the use and access to this eBook ("eBook")
published by Eddie K. Emmett / FYI Express ("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.
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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.

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.

Eddie K. Emmett / FYl Express
200 Russell Court, Canton, GA 30115

eddie@FYIExpress.com

This ebook covers everything insurance agents need to know
about insuring Garages, General Contractors, Logging Companies &
Truckers plus Ethics 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 Commercial Lines insurance market.

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 a link.

Example:
Test Your Understanding with Multiple-Choice Q&A & Recall Checks
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.

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

PAY CLOSE ATTENTION TO THE SECTIONS HIGHLIGHTED IN YELLOW

When you have studied the information in this manual, feel free to take the final exam at:

https://www.classmarker.com/online-test/start/?quiz=cvx6908c0cc9ed3e
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How to insure Garages
Robby’s Garage

This course will follow our agent as he prepares to call on Robby’s Garage. Robby is a
friend from high school who took over his father’s business four years earlier. Robby had an
uncovered loss and is very unhappy with his current agent. He trusts our agent because of their
friendship but has never purchased any insurance coverage from him. Our agent values their
friendship and wants to do the very best job possible but has never written a repair garage.

You will learn why the answers given on an application affect coverages.
It will help you be better able to explain your recommendations for coverage.

Throughout this course, we will be providing regular updates on how our agent is
progressing with the customer. At these updates, we will take time to review the course material
with a short quiz. After you answer the quiz question, the correct answer will be shown.

Minimum recommended coverage:

Business Personal Property, Business Income, Employee Dishonesty, Money and
Securities, Accounts Receivable, Computers, Goods In Transit, Valuable Papers and Records,
General Liability, Employee Benefits, Environmental Impairment, Umbrella, Business
Automobile Liability and Physical Damage, Hired and Nonownership Auto, Garagekeepers,
Workers Compensation

Other coverages to consider:

Building, Earthquake, Flood, Leasehold Interest, Real Property Legal Liability, Computer
Fraud, Forgery, Signs, Cyberliability, Employment-related Practices, Stop Gap Liability

Category: Automotive Sales & Service

SIC CODE: All codes starting with 753

NAICS CODE:

811111 General Automotive Repair 811112 Automotive Exhaust System Repair
811113 Automotive Transmission Repair

811118 Other Automotive Mechanical and Electrical Repair and Maintenance
811121 Automotive Body, Paint and Interior Repair and Maintenance
811122 Automotive Glass Replacement Shops

811198 All Other Automotive Repair and Maintenance

Suggested ISO General Liability Codes: 10072, 10073, 10075

Suggested Workers Compensation Code: 8380, 8393, 9516
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Risk Overview

Automotive garages offer a wide variety of mechanical services, from engine repair to tune-
ups. The garage may be stand-alone or part of another business such as an automobile
dealership or filling station. They may specialize in a specific type of automotive repair, such as
transmissions or brakes, or may service other types of motorized vehicles such as snowmobiles
or recreational vehicles. Some repair or rebuild parts such as brake drums, or custom-make old,
difficult-to-replace parts. Operations may include gasoline or diesel fuel sales or retail sales of
automobile accessories and tools. Normally, auto repair shops perform body work or painting
only when incidental to other repairs.

Additional services can include towing, auto club affiliations, pickup and delivery of
customers, and the loan or rental of replacement vehicles. Some will have a mobile unit to
perform repairs to stranded vehicles or at the customer’s location.

Property exposure

comes from flammables such as lubricants, oils, degreasers, and solvents used in the repair
operations. They must be properly labeled, stored and separated. Aerosols and flammable
additives contribute to the overall fire load. Welding is often a part of the operation and needs to
be evaluated for proper handling of the tanks and gases, as well as adequate separation from
the other operations with either a separate room or flash/welding curtains. Tires do not catch on
fire quickly; however, when they do burn, the fire is difficult to put out and an oily smoke
permeates the entire area. Theft is a concern because auto parts are considered to be target
items. Appropriate security controls must be taken including alarms, lighting, and physical
barriers prohibiting access to the premises after hours.

Crime exposures

are from employee dishonesty and theft of money and securities either from holdup or safe
burglary. Employee dishonesty is controlled through background checks, inventory monitoring,
control of the cash register, disciplined controls and division of duties. Audits should be
conducted at least annually. Theft of money and securities prevention requires controls of
monies kept in the cash drawers and regular bank drops.

Inland marine exposure

are from accounts receivable if the garage offers credit, computers to monitor inventory and
for diagnostics, goods in transit if parts are delivered to customers, and valuable papers and
records due to customers' and vendors’ records. Backup copies of all records, including
computer records, should be made and stored off premises.
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Premises liability exposure

comes from slips and falls due to public access to the premises. Customer waiting areas
should be provided for customers waiting on repairs. Customers must not be permitted in the
garage area. Floor coverings should be in good condition with no frayed or worn spots on carpet
and no cracks or holes in flooring. Steps and uneven floor surfaces should be prominently
marked. Sufficient exits must be provided and be well marked, with backup lighting systems in
case of power failure.

Parking lots and sidewalks need to be in good repair with snow and ice removed, and
generally level and free of exposure to slips and falls. If the premises is open after dark, there
must be adequate lighting and appropriate security for the area. Cars in the parking lot present
an attractive nuisance hazard. Chains may be required to prevent entrance after hours.

Products liability exposure

can be high due to the potential for an accident in the event that the vehicle is not properly
repaired. There should be a check-off procedure in place prior to release of the vehicle to the
customer to prevent its return with any vital functions not working properly. If the garage directly
imports or reconditions items for resale, the exposure increases to the point of a manufacturer.

Environmental impairment exposures

can be significant due to the disposal of used lubricants, oils, degreasers, solvents and
batteries. Adequate procedures should be in place and must be followed to prevent any leakage
or contamination. Contracts should be in place to dispose of all environmentally dangerous
chemicals.

Automobile exposures

are generally limited to owned vehicles being used for errands to pick up needed supplies.
All employee drivers should have an appropriate driver's license and their MVRs should be
regularly checked. All vehicles must be regularly maintained with records retained. Towing
presents a more serious exposure due to the potential for damage to the vehicles being towed.
All tow truck drivers must be experienced in towing. Towing vehicles must be regularly checked,
particularly the hoists and tow bars.

If vehicles are rented to customers, the dealership should keep a copy of the renter’s
driver’s license and proof of insurance. The rental contract should identify permitted drivers and
state that unlicensed or minor drivers are not permitted. It should also include a hold-harmless
agreement in which renters agree to assume responsibility for the operation of the vehicle to
limit the business’s exposure to only vicarious liability. If a collision damage waiver is offered,
the customer’s signature is needed to document whether this was purchased or declined. The
customer should also be required to sign a pre-inspection form to minimize disputes when the
vehicle is returned with damages. Vehicles that are rented should be inspected and
reconditioned before being rented again.
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Garagekeepers exposure

comes from damage that can occur to customers' vehicles while in the repair shop's care,

custody and control. Access to these vehicles should be prevented. Keys to customers' vehicles

should be kept in a locked box, with proper identification required to prevent handing the
customer's car to the wrong owner. Lots must be well lighted with chains in place to prevent
transport. Fences and other security also may be appropriate.

Workers’ compensation exposures

are heavy. Brake turning, welding or other repair work must be handled only when
appropriate safety equipment, especially eye protection, is available. Lifting of a vehicle by
hoists, jacks, and other mechanical means can result in injury should the equipment
malfunction. Hoists must be well maintained and procedures in place to prevent vehicles from

falling. Workers can slip and fall, or incur back injuries, sprains, strains or hernias from lifting. If
the shop sells batteries, leakage or spilling of battery acids can cause burns on contact with skin

and respiratory problems when inhaled. Employees should be provided with safety equipment,
trained on proper handling techniques, and have conveying devices available to assist with

heavy lifting. Employees performing maintenance or repair work on customers’ vehicles should

be properly trained.

Now that he has the basic knowledge of the industry, our agent wants to know the types of

questions he should ask during his meeting. He is familiar with the ACORD forms, but he wants

something with more meat that is specific to garage operations. He chooses the questionnaire.

Our agent decides to stay with the minimum recommended coverages from the narrative
and builds the questionnaire. He reviews each section carefully in order to be comfortable with
the questions he is asking.

Garages Questionnaire Selection Coverage List
Category: Automotive Sales and Service Risk: Garages
GENERAL INFORMATION

Account:

Account number:

Agency:

Agency number:

Producer: Producer number:

Legal business name(s)

WHY?

The correct legal business name is needed since policy conditions provide for payment only for

the financial interest of the insured shown. If the named insured is incorrect, payment could be
denied.
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But being listed does not guarantee coverage unless the parties have an insurable interest

It’s a good idea to confirm that the First Named Insured is the one who should receive all
cancellation notices, audit reports, and other important insurance notifications.

Mailing address

Type of entity:

____Individual ____ Corporation ____ Sub-S Corp. ____ Partnership
____Joint Venture ___ Not-for-profit ____Limited Liability Company
WHY?

The legal entity is used to determine who is an insured in the various commercial general
liability coverages. If there are multiple named insureds, there can be multiple types of legal
entities.

SIC Code(s):

NAICS
Code(s):

Federal ID Number:

When did the applicant start business operations?

When did the present management assume control?

How many years’ experience does the owner have in this type of business?
How many years’ experience does the manager have in this type of business?

WHY?
The owner, manager or head mechanic are vital and critical to the successful continuing
operations of an auto repair garage. If a manager or mechanic leaves to join a different garage
or starts a new business, the customers may follow that individual.

Has the applicant ever been involved in a bankruptcy procedure? _ Yes __ No
If yes, explain including the type of bankruptcy and the filing date.
Names of subsidiary companies or joint ventures that are not part of this application:

WHY?
An insurance agent, like a risk manager, must identify potential gaps in coverage. A customer
may be making assumptions about coverage for its various joint ventures and/or subsidiaries.
Identifying these early could prevent potential gaps in coverage. It may open a dialogue on the
topics and allow the customer to decide on whether to purchase coverage for its joint ventures
and/or subsidiaries.
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Important People Name Phone Number

Owner/Principal:

Other Decision Makers:

Plant and Grounds:

Financial:

Legal:

Claims:

WHY?
People are what make a business. Successful risk management depends on knowing who can
make decisions and who must be consulted. Interviewing the individuals identified here assists
in finding and resolving gaps in coverage. If the owner is not the head mechanic, it is very
important to meet with that mechanic to understand the real expertise of the garage.

The applicant’s primary operations are:

WHY?
A clear understanding of the customer's view of its business is vital for providing risk
management services to the customer as well as working with the insurance company on the
account.

The applicant’s secondary and incidental operations are:

WHY?
There are many specialties within garage operations so it is important to know the types of
vehicles that the insured works on and the types of services they provide. The vehicles and the
services performed will impact the ability to place an account and also impact the pricing.

The applicant used to be involved in the following operations, but they have been
discontinued:

WHY?
These operations may have stopped but the related products and completed operations
exposures remain active. If the named insured remains on the policy, the exposure must still be
considered active.

The hours of operations are:
How many days is the applicant open per week?
Is this a seasonal operation? _ Yes _ No

If yes, what is the season? From to
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WHY?
As the hours of operations grow, so do the exposures to loss. Theft of money and property,
workers compensation and liability injuries due to criminal activities increase along with injuries
due to darkness. Adequate lighting is a very important loss control factor but other security
measures should also be reviewed to reduce the loss potent.

Does the applicant have a safety program? _ Yes _ No

If yes, answer the following:

Name of safety director:

Phone number of safety director:

Attach a copy of the safety program.

WHY?
Safety programs are effective in reducing losses when they are actually implemented. Helping
an insured develop and implement an effective safety program can help prevent injuries, save
lives and save money.

Does the applicant have a disasterplan? ___ Yes __ No
If yes, answer the following:

Name of disaster coordinator:

Phone number of disaster coordinator:

Attach a copy of the disaster plan.

WHY?
Disaster plans must be in place that establishes what should occur in the event of a catastrophe
such as a tornado, earthquake, hurricane, fire or cave-in. Pre-planning and training in advance
of a disaster can prevent panic and reduce injuries.

Clientele Age: _ 18-25 _25-35 3550 ____Over50 Years
Clientele Origin: __ Families ___ Business/Professional
____ Students ____ Military ____ Other

Describe other.

WHY?
Clientele age may be indicative of the nature of the garage operations. When the average age is
general or older, the normal garage exposures can be anticipated. A younger average age
could suggest a garage with a reputation for customizing or enhancing vehicle performance.
These activities could lead to more serious products and completed operations claims due to
the work done combined with the age of the driver.

Page 20 of 470



Garages may develop a preferred customer base. This base will dictate the type of services

that the garage offers and the types of vehicles serviced. Corporate customers can and do

demand more personalized service that often includes vehicle and customer pickup and delivery

and may even include complementary loaner vehicles. Military customers may involve federal
contracts and required time on the base.

Does the establishment draw its customers primarily from the immediate area?

___Yes____ No
If no, explain what draws customers to the establishment.
Is the establishment located in a shopping center? _ Yes __ No

WHY?
Customers who come to a particular garage from a distance usually do so because the garage
specializes in certain kinds of work or vehicles. It is important to understand the "attraction” in
order to evaluate the exposure.

PROPERTY - BUILDING
Premises # Building #
Location address:

WHY?

The location address must be exact since the coverage is specific to the location. If the location

address is incorrect, a loss could be denied.

It is important to know what the insured considers business personal property. This
knowledge will help identify coverage gaps.

Does the applicant own the building? _ Yes _ No

If no, answer the following:

Who owns the building?

Is the applicant contractually obligated to insure the building? __ Yes __ No
If yes, attach a copy of the contract.

WHY?

Many buildings that appear to be owned are actually leased on a long-term basis. By the
terms of the lease, the insured who is leasing may be required to provide the building property

insurance. In those cases, the limit of Insurance, the causes of loss and other coverage details

are described in the lease. The lease should also address responsibility for the coverage on
improvements and betterments. These factors affect the coverage and valuation decisions
made by the insured.
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If the building sustains a major loss, would the applicant replace it with the same type of
structure? _ Yes _ No

If no, what would the applicant do?

If the building sustains a major loss, what new building codes would be imposed on the
applicant in order to rebuild?

WHY?

Building codes are upgraded regularly. Since building owners cannot afford to constantly
upgrade to meet new codes, they often do not apply to existing buildings until the building owner
makes major changes due to updating or damages. Occasionally, codes even require a change
in occupancy. Most property forms exclude any additional costs to comply with new code
requirements, but the coverage is available through an endorsement.

Describe any barriers that would prevent the fire department from responding to a fire at the
applicant’s building in a timely manner. These could include locked gates, railroad crossings,
and congested or narrow roads.

WHY?

Auto repair garages may fence their property to prevent damage to customer’s vehicles left
on the premises. These enclosures can prevent fire departments from reaching the protected
property. The owner should establish a plan for fire department access if or when needed.

Describe any barriers or bottlenecks that would prevent the efficient evacuation of the
building.

How many fire extinguishers and smoke alarms are on premises?
__ Fire extinguishers __ Smoke alarms
When was the building built?
When were the following systems last updated?

Heating_ Electrical __ Roof __ Plumbing
WHY?

Electrical wiring should be in conduit and inspected regularly since sparks from frayed wiring
can ignite fumes in the garage. Explosion-proof lighting fixtures should be used so fumes are
not ignited by an electrical spark caused by breaks in standard lighting fixtures. All electrical

boxes should be located away from the service bays to reduce the chance of explosions.
Have there been any additions to the building? __ Yes No

If yes, describe the addition including its date of completion.
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PROPERTY - BUSINESS PERSONAL PROPERTY
Premises # Building #
Location address:

WHY?
There may be several buildings within a single premises. All buildings should be clearly
identified through a site map to ensure none are omitted and that values are correctly assigned.
If the location address is incorrect, a loss could be denied.

Describe the business personal property.
WHY?

It is important to know what the insured considers business personal property. This
knowledge will help identify coverage gaps.

Do the applicant’s business personal property values fluctuate?  Yes  No
If yes, is the fluctuation ___ Monthly __ Seasonal (from to )
WHY?

Fluctuating business personal property values can lead to coinsurance and underinsurance
issues. Value reporting forms and peak season endorsements can be valuable tools to resolve
any problems.

Is the applicant’s business personal property:

Highly flammable:  Yes  No

Susceptible to severe damage from: _ Smoke _ Heat _ Water
____ Temperature

WHY?
Understanding business personal property's vulnerability to loss aids in risk management.
Highly combustible property should be kept away from any heat-producing processes; it should
be stored in well-ventilated rooms or vaults that are separate from materials that could increase
the spread of fire.

Do any other occupancies in this building present a significant exposure hazard to the

applicant? Examples are explosion, fire or chemical hazards but are not limited to just them.
Yes No

If yes, describe.
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WHY?
Other occupants of a building can be the major fire exposure for that location. Understanding
the nature of the other occupancies is the first step in the risk management process for your
customer. The other occupancies can't be forced to change but the insured has some options,
including the option to move to a different location.

Would business personal property be damaged if the outside heat, light or power failed?
___Yes____ No

If yes, answer the following:

Describe what would be damaged and how quickly.

How is the heat, light or power transmitted to the applicant?

Will alarms sound or other notification be made if power fails or shuts off? _ Yes _ No
Are backup generators available?  Yes _ No
WHY?

Garages cannot operate without heat, electricity and water, so their business is dependent on
utility services. The utility service coverage available in the unendorsed property coverage form
is very limited so endorsements to provide coverage that is more specific should be
encouraged.

Are detailed records kept of all inventory, machinery, fixtures or equipment including

purchase date and price? __ Yes ___ No
Are all items labeled and assigned inventory numbers? _ Yes _ No
WHY?

The time to prepare for a loss is before it occurs. If the insured understands the need for records
to document their business personal property, underinsurance problems can be reduced and
claim settlements can be handled more expeditiously.

Are paints and varnishes stored on premises? Yes No

If yes, how much and how is it stored?

Does applicant spray paint on premises? __ Yes No

If yes, is a UL-approved spray booth used for all spray painting? ___ Yes No

Are flammable liquids such as paints, glues and varnishes used and stored?

Yes No
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WHY?

Spray painting should only be conducted in an Underwriters Laboratories (UL) approved
spray booth equipped with explosion-proof wiring and an automatic extinguishing system. Paint
fumes are extremely explosive if exposed to a spark or open flame so containment is necessary
to prevent a major loss. Outdoor spray painting should be avoided because of the potential
environmental contamination.

Fumes from varnish and paint are extremely combustible. All varnishes and paints should
be stored in separate temperature-controlled room or a building separated from the main facility.
Storage containers should be enclosed, bonded, grounded and free of static. No more than a
one-day supply should be in the processing area at any one time.

Vehicle repairs involve gasoline and other flammable liquids. This creates significant
potential for fire and smoke damage. Separating the repair facility from other operations is an
important loss reduction technique.

Only a one-day supply of flammable liquids should be kept in the repair facility. Bulk storage
of flammable liquids should be in approved cabinets, receptacles or areas designed for such
storage. The fumes from these liquids are often more flammable than the liquid so the storage
area must address this hazard as well. Employees should be trained in the correct storage,
dispensing and handling of this property. How many of each of the following types of fire
extinguishers does the applicant have on the premises?

Does the applicant do welding or soldering on premises? ___ Yes No

Is gasoline drained prior to any welding or soldering?  Yes _ No

WHY?

Welding and soldering should be conducted away from all flammable liquids and fumes. It is
best to conduct these activities away from any combustible susceptible materials.

Gas tanks or other parts of a vehicle containing fuel should be removed from the vehicle,
completely drained and then washed to eliminate fumes before any welding or soldering in order
to prevent fire and explosion.

How is drained gasoline stored?
WHY?

Drained gas should never be placed in an open container. It should be placed in a UL
approved flammable liquids container and disposed of in an environmentally safe manner.

BURGLAR ALARM
Describe any burglary exposures beyond what is usual to this type of business.

Describe any special features to the burglary alarm or safe or vault systems that are not
noted elsewhere.
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IMPROVEMENTS AND BETTERMENTS
Is the applicantatenant? _ Yes  No
If yes, answer the following.

Describe all | & B added by the applicant or for which the applicant is paying that cannot be
removed.

What is the term of the applicant’s lease?
What is the applicant’s lease renewal option term?

WHY?

Many auto repair garage operations lease space in buildings they do not own. Car lifts that the
garage installs must be replaced if a loss occurs in order to continue operating. Since they are

permanent installations in the building that remain in the building if the insured moves out, they
are considered improvements and betterments. The insured has two options for insuring them.
Their values can be added to the values of all other business personal property and be subject
to the business personal property rate. The other option is to schedule them as improvements

and betterments with a separate limit and be subject to the building rate.

PROPERTY — BUSINESS INCOME

Premises # Building #

Location address:

What expenses would continue during any business suspension?

$ preceding 12 months $ current year

WHY?
It is important for an insured to determine and distinguish between expenses that continue,
those that do not and others that are elective or voluntary. Payroll expense is an example of an
expense that can be included, included with conditions or totally excluded.

How many days would the applicant need in order to resume operations?

WHY?
There is coverage for only 30 additional days after the business resumes normal operations.
The insured should consider how long it may take to rebuild its clientele after an extended
business interruption. If it cannot accomplish this within 30 days, purchasing coverage for a
longer period should be considered.

Would the applicant’s net income equal pre-loss levels as soon as the operations resumed?
Yes No
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If no, how many days would be needed before the income would return to the pre-loss
level?

30 60 90 120 150 180 210 240 _ 270
310 340 __ 370

WHY?

Regular customers will quickly take their business elsewhere if the garage is out of business
for an extended time. Regaining those customers as well as attracting new ones takes longer
than 30 days. The insured should estimate the number of customers that would be lost and the
length of time to replace them. With this information, an insured can choose an extended
business income time period and limit of insurance.

Describe all pieces of equipment or type of operation that would cause a suspension of
operations until it was replaced, repaired or resumed.

Is there one manufacturer or one customer upon whom the applicant is dependent for
continued operations? __ Yes ___ No

Note: If yes, consider using the business income for dependent properties endorsement.

WHY?

A bottleneck process can delay a firm from returning to operation once a loss occurs. The
insured’s entire processing method should be evaluated in order to identify the potential
bottlenecks. Once identified, a plan to accommodate or work around each bottleneck should be
developed just in case a loss occurs to the identified bottleneck.

A specialty auto repair garage may be completely dependent on one or two parts
manufacturers for their stock. If one of those manufacturers has a loss, the garage will suffer a
loss of income once all available stock is exhausted. If the insured has no alternative parts
supplier options, the Business Income from Dependent Properties coverage should be
considered as an alternative to ceasing operations.

INLAND MARINE — ACCOUNTS RECEIVABLE

Premises # Building #

Location address:

What is the average monthly amount of receivables over the last 12 months?
What is the maximum monthly amount of receivables during the last 12 months?

What is the estimated cost to re-create all accounts receivable records? $
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WHY?

Many auto repair garages require cash or credit card payments and have only limited need
for Accounts Receivable coverage. However, garages that service public entity vehicles or
maintain corporate accounts will invoice monthly. These customers often require that detailed
information and records support the invoice. If necessary information is not provided, payment is
denied.

This coverage is subject to an 80% coinsurance requirement, so an adequate limit is
important.

Describe the present disaster plan for reconstruction/recreation of accounts receivables.
Where are accounts receivables records stored?
WHY?

Accounts receivable coverage includes the cost of recovering the accounts as well as the
value of the accounts receivable. The valuation for the accounts receivable should include any
costs anticipated to re-create the records. These include retrieval, employee time (including
overtime) and other needed expenditures to restore the accounts receivable.

What percentage of the records is duplicated and stored separately? %
How long are duplicates kept?

Where and in what type of receptacles are the duplicate records stored?
WHY?

A critical risk management technique is to maintain a complete copy of company financial
records off-premises

INLAND MARINE - COMPUTERS
Premises # Building #

Provide values for the following owned and leased items at this location:

ACV RCV
Owned computer hardware $ $
Leased computer hardware $ $
Owned and leased hardware in transit $ $
Proprietary software $ $
Purchased software $ $
Software-related books, forms, documents $ $
Software in transit $ $
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Fax machinery

Telephone systems

Photocopiers

&~ &hH &H P
© &hH &H P

Other

Describe other.
WHY?

The diagnostic tools used today are really computers that can be added to this list. There
may be some coverage for them under business personal property coverage, but they are better
covered under the inland marine forms. These forms are usually more flexible and provide
broader coverage including breakdown and virus protection.

It is important to list the items and their values that are to be covered under a computer
policy since all those items can then be removed from the business personal property values.
Coverage under a computer policy is broader and duplicate coverage does not result in double
payment - just double premium!

Will the applicant significantly change its computer set-up if a loss occurs? __ Yes No

Describe planned modifications and cost.
WHY?

If the insured has a plan to replace computers, it should be shared with the insurance
company and the policy endorsed accordingly. Advance agreements make loss settlements
easier for all parties.

INLAND MARINE — GOODS IN TRANSIT

Describe owned property or property of others that is transported by any mode of
transportation, including by bicycle, car, truck, train, air or boat or sub-space transport.

WHY?

Most repair garages keep their parts stock low and have employees pick up parts from
wholesalers and salvage yards as needed. These garages should consider purchasing Goods
In Transit coverage since the transit limit in the Business Personal Property coverage is low and
may not provide the needed coverage.

If applicant transports goods in its own vehicles, describe alarms and attach copy of
certificates.

If applicant transports goods in its own vehicles, are goods kept in locked conveyance (such
as trunk or truck body) at all times? __ Yes __ No

Do employees transport applicant's goods in their own vehicles? _ Yes  No
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If yes, answer the following:
Describe the types of items transported.

What is the maximum value? $

WHY?

Alarm systems may be required in order to obtain coverage. It is important to accurately
describe any alarm since it may become part of an enforceable coverage warranty.

Many insurance companies require insureds to keep goods in transit in locked
compartments at all times or the coverage is void. It is important to understand how the client
operates so you can point out this potential coverage gap or have the insured pay additional
premium to remove the warranty.

INLAND MARINE - SIGNS

Premises # Building #

Location address:

Is this premises owned? _ Yes __ No

Is the sign neon, fluorescent, automatic, mechanical or electric? __ Yes No

Note: If the answer is no, the sign is not eligible for inland marine coverage. If coverage is
desired, a property form should be considered.

Describe any unusual sign features or vandalism exposure not addressed elsewhere.
INLAND MARINE - VALUABLE PAPERS

Premises # Building #

Location address:

Can valuable papers be replaced?  Yes  No

What percentage will need to be replaced? %

What is the estimated cost to re-create? $

Describe the present disaster plan for reconstruction/re-creation of valuable papers.
Where are valuable papers stored?
What percentage is duplicated and stored separately? %

How long are duplicates kept?

Describe the location and receptacle where the duplicate valuable papers are stored.
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CRIME - EMPLOYEE DISHONESTY
PRIOR POLICY

Provide the policy number, carrier, limits and the inception and expiration dates of any policy
that provided employee dishonesty coverage for the applicant over the last five years.

Policy number Carrier

Employee dishonesty limit Inception date Expiration date

Note: This information is needed when a loss is discovered in the current policy year for an
occurrence in prior years

WHY?
Note: This information is needed when a loss is discovered in the current policy year for an
occurrence that took place in prior years.

The Employee Dishonesty policy is unusual since it refers to a previous policy. If a loss
occurs, the settlement may depend on information from the previous policy.

EMPLOYEES
Does the applicant employ any person who has committed a theft or dishonest act?

Yes No

WHY?
Note: These employees are excluded from coverage and should not be included for rating
purposes.

Are all potential employees screened prior to employment? _ Yes __ No
Are references required and verified? _ Yes  No
WHY?

The insured must be made aware that the policy does not cover losses caused by any individual
who has previously committed a dishonest act. This coverage gap could be significant and
expensive for the insured.

Does the applicant contract with another firm to lease employees?  Yes No

Does the applicant lease employees without using an outside agency?  Yes _ No
Does the applicant use volunteers? _ Yes __ No

WHY?
Insureds must be aware of coverage limitations caused by using leased employees. Identifying
these limitations permits a discussion of coverage gaps as well as possible solutions, such as
endorsements for closing them.
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Smaller auto repair garages may have family or friends help out in the office without
compensation when an owner or other employee must drive because of customer requirements.
These helpers are considered volunteer workers and are not covered under most employee
dishonesty coverages. This coverage gap should be identified because coverage endorsements
are available to address the circumstance. IMPORTANT: The persons most trusted are usually
the ones who can steal the most.

MANAGEMENT CONTROLS

Does a person outside of the applicant’s accounts payable unit verify the accuracy of all
monthly paid invoices? __ Yes No

Are invoices stamped "paid" at the time checks are issued to prevent duplicate checks from
being issued to fictitious persons? _ Yes _ No

Are auditor-suggested improvements in internal controls implemented? _ Yes _ No

Is there adequate separation of duties between employees who:

Receive money and keep books? __ Yes __ No

Disperse money and keep books? _ Yes __ No

Reconcile bank accounts and deposit or withdraw? _ Yes _ No
WHY?

Allowing one person to control all of a company's finances is unwise. It creates the potential for
an employee to misappropriate funds.

Smaller operations may not be able to financially justify more than one employee handling
the books, accounts and records. In these situations, using a reputable outside accountant or

bookkeeping firm may be more cost effective than having one employee performing these
functions without supervision.

CRIME - MONEY AND SECURITIES

Premises # Building #

Location address:

INSIDE THE PREMISES

Are money and securities kept in a locked safe or vault or other receptacle? _ Yes __ No
If yes, describe.

If no, where are they kept?

WHY?
A separate survey is needed for each premises where there is money and securities because

the exposures and protective devices will vary by premises. Safes and receptacles, alarms, and
amounts of money are unique to each location.
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Does this location require a different limit from the rest of the locations? __ Yes No

If yes, what is the limit for this location? $

Does applicant have any peak periods of cashon hand? __ Yes __ No
(Example: Churches/synagogues — high holidays; nonprofits — fund raising events, etc.)

If yes, amount $ Time period(s)

WHY?
The on-premises money coverage does not apply to money taken home by the owner or an
employee for safekeeping. This coverage ends when the money is removed from the business

premises.

Are all cash registers located in well-lit areas that are easily seen from the street and/or

other parts of the premises? _ Yes  No
Are customers' credit/debit cards checked for validity? ~ Yes  No
Does the applicant accept personal checks?  Yes  No
Does the applicant have a safe depositbox?  Yes _ No

If yes, answer the following.
Where is the safe deposit box? Name and address of depository:

What is the minimum value of its contents? $

What is the maximum value of its contents? $

WHY?

Locked receptacles are great for preventing casual thievery and they also help minimize
other types of losses. Safes or other similar receptacles can protect money and securities
during fire, windstorm and other causes of loss.

OUTSIDE THE PREMISES

What is the maximum amount of money or securities carried off premises by any one
person? $

Do these individuals vary:

¢ the time of day at which they go to the bank? __ Yes __ No
e the conveyance usedtogotothebank? _ Yes ___ No
e the route they take tothe bank? __ Yes __ No

WHY?
Individuals who regularly deposit money should periodically change routines and routes when
going to the bank so that criminals cannot ‘lie in wait’ for them.
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Do salespersons, truck drivers, or any other employees keep money or other valuables
away from premises at night or on weekends?  Yes  No

If yes, who is permitted to do so and what is the maximum amount of money exposed?
Do salespersons, delivery persons or others collect money?  Yes _ No

If yes, what are the average and the maximum amounts any person may carry?

$ Average $ Maximum

Does the applicant use an armored car service? ____ Yes No
If yes, describe.

WHY?
Money and securities coverage applies off premises at a residence only if the employee
transporting the covered property stays with the property at the residence. If the employee
leaves the property unattended and it is stolen, coverage could be denied. Coverage is intended
to apply only when covered property is being transported — not for overnight or extended
periods at temporary locations.

LIABILITY — GENERAL LIABILITY

ON PREMISES EXPOSURES

Describe the applicant’s on-premises operations.
Describe how the applicant disposes of waste.
WHY?

There is no such thing as a "standard" garage occupancy. It is important to determine the
type of services performed and the types of vehicles serviced.

Motor oil, gasoline, tires and batteries must be disposed of in accordance with
Environmental Protection Agency (EPA) guidelines. The insured should have a written contract
with an EPA approved company to handle all disposals. If there is no contract in place, the
insured may be tempted not to adhere to the guidelines.

Does the facility comply with the National Fire Protection Association's Life Safety Code
concerning the number, size and arrangement of exits? _ Yes __ No

If no, explain.

WHY?
Regardless of the size of an operation, there are concerns on how employees and other can
exit the premises during an emergency. Exits must be adequate in number and properly
positioned and marked.

Employees should know how to safely exit a structure and how to lead others out.
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Does management conduct regular fire drills? _ Yes __ No

Are large panes of glass, both inside and outside, properly marked or etched to prevent
accidental contact? __Yes __ No

WHY?
Fire drills are important in larger facilities. What appears simple during normal operations is very
difficult with the regular lighting out and alarms sounding. Fire drills reduce the chance of panic
and injuries in a real fire.

Does the applicant own, jointly own, hire, or lease any watercraft or aircraft?
Yes No

Note: If yes, there is limited or no coverage for these operations under Commercial General
Liability policies. Consider completing the appropriate Aircraft Ownership or Ship or Boat
Ownership Supplement.

WHY?

It is important to identify gaps in coverage, since the general liability policy excludes most
watercraft and all aircraft liability exposures.

Does the applicant provide any child or adult care on premises? _ Yes _ No
Note: If yes, consider including the day care supplement.
Is food handled on premises?  Yes _ No
If yes, answer the following:
Are food handlers required to use proper hygiene? _ Yes __ No
Has the establishment been cited by the Board of Health? _ Yes  No

If yes, explain:

Does the insured store cleaning materials in a separate area distant from the food storage
area? ___ _Yes__ No

WHY?

Food poisoning can develop simply from having snacks available for workers. All food-
related exposures must be identified and evaluated.

What are the percentages of types of floor covering in public areas?
% Wood % Linoleum _ %Tile % Carpet
% Other Describe other.

How many exits are available?

Are all exits free of obstruction, lighted and marked with exit signs? __ Yes __ No
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Is there emergency lighting? __ Yes No

Are all exits equipped with panic door hardware? _ Yes _ No
If no, are all exits kept unlocked during business hours? _ Yes __ No
WHY?

Slips and falls are the leading cause of premises losses. Floor coverings contribute significantly
to losses if not properly maintained. Safety recommendations to prevent slip and fall losses vary
depending on the type of floor covering used.

Separate customer waiting areas should be provided. These areas should be comfortable
and free of obstructions and slip and fall hazards. Exits must be clearly marked with doors
unlocked or equipped with panic hardware for easy escape. Escape should lead directly to the
outside and not through the work area. Customers should never be permitted in the work area.

PARKING LOTS AND SIDEWALKS

Does the applicant own or rent parking facilities that are available for clients, customers,
employees, and/or the general public? _ Yes _ No

If yes, describe the parking facility(ies).

Length Width Number of stories Number of spaces

Attendant (Y/N) Proximity to applicant premises

If yes, answer the following:

Does the applicant charge afee? _ Yes _ No

If yes, consider completing the Garagekeepers questionnaire.

Does the applicant have vehicles towed when improperly parked on the premises?
Yes No

Does the applicant hire a towing company to remove vehicles parked on the premises
without permission? _ Yes __ No

If yes, is there a contractual agreement with the towing company? __ Yes __ No

If yes, attach a copy of the contractual agreement, if any, with the towing company.

Does the towing company provide insurance to meet its contractual agreement?
Yes No

Does the applicant require a certificate of insurance from any towing company that provides
services on the premises? _ Yes _ No
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If yes, attach a copy.

Have arrangements been made for snow and ice removal from the parking lot and walkway?
Yes No

WHY?
Areas for customers to drop off and pick up their vehicles should be clearly marked and
separated from other customer parking areas and repair operations.

OFF-PREMISES

Do applicant employees interact regularly with customers off-premises? _ Yes _ No
If yes, answer the following:

Describe the clientele by percentage.

% Residential % Commercial % Institutional % Public

Do employees travel alone? _ Yes __ No

Are employees screened for criminal background? _ Yes _ No

Describe the procedure for training, monitoring and supervising all such off-premises
employees.

WHY?

Some auto repair garage operations transport customers to and from work or home while
their vehicles are being serviced. The employees driving these "courtesy vehicles" should be

screened, have clear histories and be monitored to prevent inappropriate interactions with the
customers.

CONTRACTUAL EXPOSURES
Does the applicant lease the premises?  Yes  No

If yes, answer the following:

Is there a written waiver-of-rights provision for damages to property?  Yes __ No
Is there a written waiver of subrogation? _ Yes __ No

Is there a written hold harmless agreement? _ Yes __ No

Are maintenance responsibilities delineated clearly in the contract? _ Yes _ No

Indicate under which of the following agreements the applicant has assumed liability of
others:

____Lease agreements for real estate __ Sidetrack agreements

Lease agreements for signs, refrigerators, etc.
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____ Contracts for electric power, steam, etc.

____Easement agreements___ Elevator maintenance

____ Other contracts such as construction, installation, compliance certificates, etc.
Attach a copy of each contract and/or agreement indicated above.

Is the applicant’s insurance policy required to be primary under any of the indicated
contracts? _ Yes ___ No

WHY?
Most businesses use lease agreements. These contracts normally involve an indemnification
clause. Not all indemnification agreements are equal so they should be reviewed to prevent
potential gaps in coverage.

Insureds regularly sign contracts, expecting them to be covered under their liability policy
and are then surprised when there is no coverage. It is important that the insured understand
that not all contracts or circumstances are covered.

SUBCONTRACTORS

Does the applicant regularly use subcontractors? _ Yes  No

If yes, answer the following:

Describe the type of work the subcontractors perform.

Describe procedures used to monitor the timely receipt of certificates of insurance.

Is there a written contract? __ Yes __ No

If yes, attach.

If no, describe the terms and agreements between the applicant and the subcontractor.

WHY?
A written contract prevents the subcontractor from being considered an insured's employee.
Subcontractors are hired for their expertise. The insured and the subcontractor should always
have a contract that specifies responsibility and clearly defines the role of the subcontractor.
Open-ended contracts or no contract at all can substantially complicate a loss.

Certificates of insurance are necessary for audit purposes and proper risk transfer. Under
specific circumstances, lack of a certificate of insurance causes subcontracted work to be rated
as if it were performed by the insured. Premium earned as a result of such work will be charged
to the insured instead of to the subcontractor.
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PERSONAL AND ADVERTISING INJURY EXPOSURES

Does the applicant advertise its products, goods or services? __ Yes No

If yes, what media are used and what is that medium’s percentage of the overall advertising
budget?

% Television ___ % Direct mail ___%Radio ___ % Signs
% Newspaper ___ % Yellow Pages ___ % Magazine
% Internet ___ % Other

Describe other.

Does the applicant have aweb page? _ Yes ___ No
Does the applicant use an advertising firm and/or outside web designer? _ Yes __ No
PRODUCTS

Describe all of the applicant’s products or services.
If the product is a component part, describe the items it might become a part of.
WHY?

The product exposure and the completed operations exposure is based on the types of
services performed and the types of vehicles serviced. A garage that specializes in brake
service on over-the-road buses has a greater bodily injury liability exposure than one doing oil
changes on private passenger vehicles. Repair garages that specialize in working on exotic
vehicles usually have a greater potential property damage liability exposure than a garage that
works only on domestic vehicles.

If the product or service is defective or used improperly, describe the possible damage that
could occur.

WHY?
The insured is in the best position to describe potential losses. The loss description can aid in
evaluating the limits to recommend. The knowledge gained from the insured can be used to
properly explain the details of the operation to the insurance company.

Is the applicant named on the manufacturer's policy asavendor? _ Yes  No

Does the applicant receive regular training from the manufacturer when new products are
being introduced? _ Yes __ No

Does the applicant directly import any product? __ Yes __ No

If yes, consider completing the manufacturing GL products questionnaire for that type of
product.

Does the applicant recondition used goods to sell? __ Yes __ No
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If yes, describe the process.

WHY?

When a repair garage is named on a manufacturer’s policy as a vendor, it becomes an
additional insured on that policy. If the manufacturer’s product causes bodily injury or property
damage to a repair garage customer, the manufacturer’s policy is primary coverage for any suit
brought against the repair garage.

Repair garage operations that directly import parts or that reconditions and/or modify parts
often lose the protection of the original product manufacture. As a result, these garages must be
underwritten and priced more like manufacturer and less like a vendor.

What percentage of mechanics is certified by the National Institute of Automotive Service
Excellence (ASE)? %

Does any of the equipment used in the garage require certification? __ Yes No

If yes, how is the certification process verified?

Is there a written quality control procedure? _ Yes __ No
If yes, attach a copy of the procedure.

WHY?

Repair garages must stay current with changes in the automotive diagnostics and vehicle
enhancements. Mechanics that specialize in particular makes or models should receive reqular
training from those manufacturers or parts suppliers.

LIQUOR

Does the applicant ever serve, sell, or furnish alcoholic beverages to employees,
customers, or the general public? _ Yes _ No

If yes, is the applicant in the business of selling, distributing, or serving liquor?

Yes No

WHY?
Note: If yes, there is no liquor coverage under the General Liability policy. Consider completing
the liquor liability questionnaire.

If no, what precautions does the applicant take to prevent guests from driving when they are
intoxicated?

OTHER PROFESSIONAL SERVICES

Is there any exposure for professional services performed by the applicant’s own personnel
or through the use of subcontractors (i.e., beauty/barber shops, accounting, notary public,
druggists, data processing, etc.)? Yes No
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Note: If yes, consider completing the Professional Liability Questionnaire.
LIABILITY — EMPLOYEE BENEFITS
Does the applicant provide benefits to employees? _ Yes _ No

If yes, describe the benefits offered.

Health Life ____ Disability __ Stock purchase

____Pension ____401(k) __ Other

Describe other.

Are the benefits available to all employees? _ Yes _ No

If no, who qualifies and how are the qualifications published?

Who administers the benefit programs?

If an outside firm provides services, provide a copy of the contract.

What is the employee turnover rate?

Is there an established procedure for termination of an employee that includes an
explanation of the benefits along with signed documentation? __ Yes No

WHY?

Any employee benefit plan must be clearly written, published and available for all employees
to review. Guidelines must be precise as to eligibility and enrollment procedures as well as
details concerning termination of plan eligibility.

LIABILITY — ENVIRONMENTAL IMPAIRMENT

Describe all chemicals used in the applicants operations.

Describe waste disposal process used in the applicant’s operations.
WHY?

Waste disposal has become a primary consideration. Written procedures outlining the entire
waste disposal process must be developed, applied and enforced. This should include written
documentation of all disposal activities in the event of an actual or alleged pollution incident.

Describe tank storage on the applicant’s premises.
WHY?

Storage tank security is very important! Different regulations apply to the aboveground tanks
versus underground tanks that must be met. These regulations explain, in detail, the steps and
procedures the insured must utilize concerning periodic inspections and required notification to
specific agency of spills, leaks or other incidents. Each location should have a site plan showing
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the location of all tanks, other structures and roads, including specific information concerning
vehicle operations and traffic patterns during the course of normal operations.

Has there been a recent inspection of the premises for contamination and an environmental
assessment of the applicant’s operations? Yes No

If yes, answer the following:

Why was the inspection conducted?
Who conducted the inspection?
When was it conducted?

Attach a copy of the findings.
WHY?

Both governmental regulators and insurance carriers require periodic tank inspections.
These inspections can detect slow leaks from tanks that may otherwise go undetected. Early
detection means early repairs and minimal environmental damage.

Is the applicant aware of existing pollution problems? _ Yes  No

If yes, describe the situation and any action the applicant has taken to correct them.
Have there been pollution damage or claims during the last 10 years? _ Yes _ No

If yes, explain:

Have any processes or underground tanks been abandoned? _ Yes __ No

If yes, describe what has been abandoned and all precautions taken to prevent pollution.

WHY?

Previous pollution problems must be identified. Every pollution incident provides clues to
problems needing attention, whether it results in a claim or not. Some potential problems are
tank leaks or spills, waste disposal issues, and release of airborne contaminants.

When were the underground tanks installed?

Are the tanks inside a cathodic container? _ Yes  No

Describe the procedures in place to control spillage during the filling process.
What is the distance between the tanks and the nearest known water source?

WHY?

Underground tanks must meet strict federal regulations as well as state requirements.
Unfortunately, many businesses ignore these regulations and abandon these tanks only to have
pollution incidents and liability claims occur. It is better for all parties to comply with the
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regulations, identify and resolve tank problems early rather than having to deal with government
fines, bad media publicity and lawsuits.

LIABILITY - COMMERCIAL UMBRELLA
List all policies that provide liability coverages for the applicant.

Insurance coverage Primary carrier Limits

WHY?
Umbrella coverage is only over the policies that are listed in the underlying coverage section of
the umbrella policy. No umbrella coverage applies over an underlying policy that has not been
listed.

List countries where the applicant has locations and/or where employees regularly travel.

WHY?
Umbrella policies have territorial definitions that may differ from those of the underlying policies.
Listing the countries helps to identify the possible need for a territorial endorsement.

UNDERLYING GENERAL LIABILITY INFORMATION

List all of the exclusions attached to the underlying policy(s).

List or describe any special amendments to the underlying policy(s).
Check the coverages included.

_____Employee Benefits ____ Care Custody and Control
____Product Recall Expense ____ Employment Related Practice
____Underground Storage Tank __ Stop Gap

WHY?
The Umbrella is a separate policy and requires similar endorsements to match the underlying
policies and their endorsements.

The Umbrella Policy must be modified with special amendments that match those of the
underlying primary policies if coverage is to apply at all limits.

Environmental impairment can be a significant exposure under a general liability coverage
because of oil and gas disposal issues. Underground storage tank (UST) exposures can be
equally significant. An umbrella policy will have to be expanded to include these exposures. In
some cases, a separate excess policy may be needed if the limits desired exceed those
provided in the primary coverage.

Is there owned, hired or leased watercraft exposure? _ Yes No
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If yes, describe watercraft including location and duration of exposure.
Is there owned, hired or leased aircraft exposure?  Yes _ No
If yes, describe aircraft including location and duration of exposure.

What are the total annual receipts? $

What is the annual cost for subcontractors: $

WHY?
These are significant exposures that need to be brought to the insurance company's attention. If
coverage is not needed, the exposures should be excluded.

UNDERLYING AUTOMOBILE LIABILITY INFORMATION
List all of the exclusions attached to the underlying policy(s).
List or describe any special amendments to the underlying policy(s).

How many vehicles of the following types are owned or leased by the applicant?

Private Passenger Small trucks Medium trucks
Heavy trucks Extra Heavy Bus
WHY?

The Umbrella Policy is not a following form product so exclusions, extensions and special
amendments used on the underlying primary policies must be arranged to apply to the umbrella
as well. If the underlying coverages are unique, purchasing an excess policy may be the most
effective way to address coverage gaps.

Are vehicles ever hired?  Yes _ No
If yes, describe the vehicles hired along with the annual cost and duration.

WHY?
Neither individual vehicles or classes of vehicles are listed on the Umbrella Policy. Underwriting
and rating need to know this information in order to determine exposures and develop premium
charges.

This information is used to evaluate the exposures and price the umbrella. Schedules of
vehicles are not normally attached to an umbrella policy. If a repair garage has a towing
operation, the underwriter will be particularly interested in the number of tow trucks.
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UNDERLYING WORKERS COMPENSATION — EMPLOYERS LIABILITY INFORMATION
List all of the exclusions attached to the policy(s).
List or describe any special amendments to the policy(s).

WHY?
This section is not about Workers Compensation coverage. It is about Employers Liability or the
Stop Gap Liability coverage on this part of the underlying policy. Umbrella coverage does not
apply to Workers Compensation coverage, since the benefits are set by each state. However,
there are limits for Employers Liability coverage and, as a result, a need for Umbrella coverage
above those limits.

Provide the number of employees by state.
State  # State # State #

What is the total annual payroll?

WHY?
Monopolistic states are of greater concern. Their plans do not include Employers Liability
coverage, so no standard for writing the coverage exists in those states. The underlying
Employers Liability provisions can vary considerably from one another in those states.

AUTOMOBILE

DRIVER INFORMATION

List the names of drivers who maintain a Commercial Driver’s License (CDL).

Are any officers, partners or employees furnished an automobile for their personal use?
Yes No

Do individuals with a furnished automobile purchase automobile insurance on personally
owned autos? __ Yes ___ No

WHY?

Individuals supplied with a company vehicle but who do not carry Personal Auto insurance
coverage could be surprised by gaps in coverage if a loss occurs.

Do owned vehicles tow special equipment such as air compressors or concrete mixers?

Yes No

Are any automobiles used in parades or otherevents? _ Yes  No

Are any vehicles laid up for more than 30 consecutive days or more due to seasonal
operations? Yes No

If subcontractors are used, are procedures in place to monitor the timely receipt of
certificates of insurance? ___ Yes No ____No subcontractors
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If yes, describe.
WHY?

Auto repair garage operations may subcontract towing operations. A written contract and
certificate of insurance are important. These establish the relationship between the parties and
clarify that it is not an employer/employee relationship.

Are any automobiles equipped with cellular telephones, two-way radios, citizens band radios
or similar devices? __ Yes __ No

If yes, describe.

Unit # Type Value (ACV)

WHY?

These devices are generally excluded from coverage. If coverage is needed, it must be
added by an endorsement that includes the full description and value of the devices.

How many automobiles are parked at one location overnight?

Location # of Vehicles Value

Describe lot protection.

WHY?

This is a risk management aid. Keeping all vehicles at one place creates the potential for a
catastrophic (i.e., tornado or fire) loss. This also affects any recommendations regarding the
need for comprehensive coverage and the type and amount of any deductible.

Does the applicant lease or rent vehicles with operators to others? _ Yes  No
Does the applicant lease or rent vehicles without operators to others?  Yes  No
Does the applicant travel to Canada or Mexico? _ Yes __ No

Do vehicles have theftalarms? _ Yes _ No

WHY?

Most auto repair garages do not loan or rent vehicles to their customers. Some may have an
arrangement with a rental company so that customers can easily obtain a vehicle when needed.
If car rentals or loans are provided by the repair garage operation, they should be underwritten

as a car rental agency due to the significant exposure.
Does the applicant tow vehicles? __ Yes No

If yes, answer the following:

Page 46 of 470



Describe how vehicles are identified prior to tow.

Are all drivers trained in attaching the vehicle securely?  Yes  No
Are drivers trained in cleanup procedures?  Yes  No
WHY?

Tow truck drivers should have a commercial license and tow training. All equipment,
especially chains, pulleys and hydraulics, should be regularly inspected for wear, corrosion and
other signs of stress damage. Tow truck load, weight and capacity limitations must be posted in
the cab so that they are never exceeded. No vehicle should be towed without verifiable proof of
ownership by the party requesting the tow.

AUTOMOBILE - GARAGEKEEPERS
Locations where customers autos are kept:

Location:

Location owner:

Maximum # of vehicles: Maximum value of all vehicles:

If applicant is not the location owner, is there a contractual relationship between the owner
and the applicant? __ Yes _ No

If yes, attach the lease agreement.
WHY?
Coverage is limited to the locations listed on the policy.

Not all repair garage operations have enough room in their parking lot for all of their
customers’ vehicles. In cases where an overflow lot owned by another party is used, the
relationship between the garage operator and the lot owner must be clear. There should be a
written contract identifying responsibilities and obligations of each party.

Describe the lot protection at each location (fences, dogs, alarms, video, guards, etc.).
WHY?

Customer vehicle parking lot requirements vary depending on the conditions in the area
where it is located and the types of vehicles. In some cases, the lot should be fenced and even
have burglar or intrusion alarms. In other cases, chains across access points to the lot are
sufficient.

Does the applicant offer valet parking? __ Yes __ No

If yes, is the valet parking staffed by employees?  Yes  No

If no, attach a copy of any contractual agreement with the company providing the valets.
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Describe the procedures to protect the customer’s keys.
WHY?

Customers” keys must be protected in order to prevent theft. They should never be left in an
unattended vehicle. Keys should be kept in a central location and procedures should be in place
to limit key use to certain garage employees.

Are vehicles locked when unattended?  Yes _ No
Does the applicant pick up or deliver customer vehicles? _ Yes _ No

Note: There is no coverage when a customer’s vehicle is not at a described location. Refer
to garage insurance for more complete coverage.

Does the applicant park customer cars on public streets and/or otherlots? _ Yes _ No
Note: There is no coverage when a customer’s vehicle is not at a described location.

Refer to garage insurance for more complete coverage.

WHY?

Garagekeepers coverage applies only when the vehicle is on the lot or while being operated
on adjacent access roads.

Are vehicles left overnight?  Yes  No

If yes, describe any special precautions.

Does the applicant repair and/or service vehicles away from the applicant's premises?
___Yes___No

If yes, answer the following:

How many mobile repair units are available?

What hours are the mobile units available? From to

What is the maximum radius of operation?
Describe the services available from the mobile units.
WHY?

Customers’ vehicles should only be parked in the lots described and listed on the policy.
Coverage applies only at those locations or when the vehicles are being driven on adjacent
access roads.
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AUTOMOBILE - HIRED AND NONOWNERSHIP
HIRED/BORROWED AUTO

Is the applicant required to provide the primary coverage for any hired or borrowed
vehicles?  Yes  No

If yes, answer the following:
Will the applicant be hiring or borrowing the same vehicle for more than six months?
Yes No

WHY?
Note: If yes, the auto should be covered in the same way as an owned vehicle is covered.

Is the owner of the vehicle an employee of the applicant?  Yes _ No

Is an employee hiring the vehicle in his or her own name in order to perform the applicant’s
business? _ Yes  No

List the states where the applicant may hire or borrow vehicles, and provide the estimated
annual cost (put "if any" if unknown).

State: _ Cost: State: Cost:
Is hired auto physical damage required? _ Yes __ No
Are vehicles hired with drivers? __ Yes No

Describe the types of vehicles hired or borrowed and the reason the applicant hires or
borrows them.

NON-OWNED

What is the total number of employees at all locations?

If the applicant is a partnership, what is the total number of active and inactive partners?
What percentage of employees regularly use their own vehicles in the applicants’ business?
Does the applicant want to provide Employees as Insureds coverage? __ Yes ___ No

Do employees use their personal vehicles to provide "on demand" deliveries to homes
and/or businesses? Yes No

WHY?
Employees should never be given a reason to ignore traffic laws and safety issues, such as an
incentive or an “on time’ delivery guarantee.
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WORKERS COMPENSATION
OPERATIONS

List all states where the applicant anticipates working during the next twelve (12) months.

WHY?

Workers compensation laws vary by state, so knowing where employees are working, or
where they are expected to be working during the policy period, is important.

Are operations performed on public works projects outside the United States?

Yes No

If yes, describe.

WHY?
Note: Consider completing the Foreign Operations Supplement.

Does the applicant perform operations on docks, piers, wharves, etc. that are on navigable
waters? __ Yes No

If yes, describe such operations.

WHY?
Note: Consider completing the Longshore and Harbor Workers Compensation Act and Maritime
Coverages Questionnaire.

Does the applicant perform any work on barges, vessels, or bridges that span navigable
waters? __ Yes No

WHY?
Note: If yes, consider completing the Longshore and Harbor Workers Compensation Act and
Maritime Coverages Questionnaire.

Are operations performed on fixed platforms on the outer continental shelf?  Yes  No
If yes, answer the following:

What is the closest governing state?

Where is the work located?

WHY?
Note: The Outer Continental Shelf Lands Act extends the Longshore and Harbor Workers
Compensation Act to apply to employees who work on fixed platforms on outer continental
shelves. Consider completing the Longshore and Harbor Workers Compensation Act and
Maritime Coverages Questionnaire.

Working over water may subject an insured to the United States Longshore and Harbor
Workers Act. Its benefits are dramatically higher than normal state benefit levels.
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Does the applicant perform operations on U.S. defense bases? _ Yes No

If yes, describe such operations.

WHY?
Note: Consider completing the Defense Base Act and Federal Employers Liability Act
Coverages Questionnaire.
Does the applicant perform operations in monopolistic workers compensation states?
Yes No

WHY?
Employees working, or operations performed, in a monopolistic state must be covered under
that state's workers compensation plan or arrangement. Employers liability coverage must be
written separately in monopolistic states.

Note: If yes, consider completing the Employer’s Liability - Stop Gap Questionnaire.
Does the applicant own or jointly own, operate, or lease aircraft and/or watercraft?
Yes No

WHY?
Note: Consider completing the Aircraft Ownership Supplement if the applicant has an aircraft
exposure. Consider completing the Ship or Boat Ownership Supplement if the applicant has a
watercraft exposure.

Describe type of work.

EMPLOYEES

Does the applicant employ migrant laborers? _ Yes _ No

If yes, describe the operation, the duties performed and the length of time employed.
Do employees ever travel outside the United Statestowork? _ Yes _ No

If yes, which countries and what is the average length of time out of country?

WHY?
Note: If yes, consider completing the Foreign Operations Supplement.

Are any of the applicant’s employees considered exempt from workers compensation
statutes in the jurisdiction where they work? _ Yes __ No

If yes, identify the types of employees and the jurisdiction where they are exempt.
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WHY?

Not all employees are required to be covered by workers compensation. Each state has
exemptions for certain occupations. However, when a worker is not subject to the workers
compensation laws, the employer loses the lawsuit protections under that law. An employer may
have a significant coverage gap if an employee is not included under the Workers
Compensation coverage since the Commercial General Liability coverage excludes all
employees whether they are eligible for Workers Compensation coverage or not.

Do any employees telecommute or in other ways work out of theirhomes? _ Yes  No
If yes, describe the employee job functions and safety procedures for them.

Does the applicant weld on the jobsite or on premises? _ Yes  No

If yes, describe the training provided and the safety precautions required.

Are employees trained to use proper lifting techniques including the use of dollies?
___Yes___No

WHY?

Welding is dangerous to both the welder and to fellow employees. Training and supervision
are key components to a safe workplace where this operation exists.

Back injuries are common, occur frequently, and are usually due to improper lifting
techniques and working in awkward locations. Employees should be trained in proper
techniques for lifting heavy loads. They should know when assistance is needed such as dollies,
other lifting devices, and even other employees.

MANAGEMENT
Does the applicant obtain work permits as local, state, or federal statutes require?
Yes No

Does the applicant have an organizational policy that specifies the maximum number of key
employees who may travel together? _ Yes __ No

If yes, attach a copy of the organizational policy.

If the applicant employs subcontractors, how does it monitor their certificates of insurance
and ensure that it receives them on a timely basis?

WHY?

If a subcontractor does not have workers compensation insurance, the organization that
hires that subcontractor will be held responsible for injuries to any subcontractor employee
injured during his or her work for the hiring organization.

Are all of the applicant’s machinery and equipment properly guarded and secured?
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Yes No

Does the applicant train employees before they operate any machinery and equipment?

Yes No

Does the applicant train employees in the proper way to clean machinery and equipment?

Yes No

If the answer to the training questions above is yes, attach a copy of the applicant’s training
manual plus the documentation it uses to ensure that the training is appropriate.

WHY?
Training is the key to effective loss prevention in workers compensation. There should be a
formal training program manual that outlines the proper use of all equipment. Employees should
be trained and supervised before they begin working with any equipment.

Are the doors on all walk-in freezers, cold storage boxes, and other automatic locking
storage area equipped with a pass-type latch that can be opened from the inside?

Yes No

Are first aid kits provided?  Yes  No
Is at least one employee (on duty) trained in administering firstaid? _ Yes __ No
WHY?

First aid kits should be strategically placed in the working area, readily accessible and fully
stocked. The insured should have written procedures for re-stocking as needed. At least one
employee on each shift at each location should be trained in emergency procedures directly
related to the type of work being performed. These employees should also know how to contact
health care professionals as quickly as possible. First aid is important but should never be
treated as a suitable alternative to outside professional care.

Is ear and eye protection required?  Yes _ No

Are masks available in areas of heavy dust production? _ Yes __ No

Are first aid areas set up close to stations to handle cuts? _ Yes _ No

Is appropriate safety equipment provided for the jobs being performed? ~ Yes  No
WHY?

Eye or ear protection equipment is worthless if the employees do not wear it. Employees
resist wearing the equipment because it is uncomfortable. The employer must have written
procedures and requirements concerning the proper use of the equipment. He or she must
uniformly enforce the requirements and have a list of penalties for failure to follow the rules.
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Protective respiratory masks or other breathing protection must be supplied and worn in
heavy dust atmospheres. The affected work areas should be clearly identified and protective
equipment available at all entry points. The employer must have written procedures and
requirements concerning the proper use of the equipment. He or she must uniformly enforce the
requirements and have a list of penalties for failure to follow the rules.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

& Cold Call Script for Garage Operations
1. Introduction & Rapport
* Agent:

“Hi, this is [Your Name] with [Agency Name]. | work with garage owners in [local area] to
help protect their operations and keep costs predictable. Did | catch you at a decent time?”

(If yes, continue. If no, politely ask for a better time.)
. Positioning Statement
+  Agent:

“The reason I'm reaching out is that many garage owners | speak with are concerned about
rising insurance costs, employee safety, and making sure they’re fully covered for things like
customer vehicles in their care. | specialize in garage liability and garagekeepers coverage, so |
wanted to introduce myself as a resource.”

3. Engagement Question (Pain Point Discovery)
*  Agent:

“Out of curiosity, when you think about your current insurance setup, what'’s the one area
that gives you the most concern—cost, coverage gaps, or claims handling?”

(Listen carefully—this is where you uncover their priorities.)
4. Value Hook
+  Agent:

“That makes sense. What | do for shops like yours is review their current policies to make
sure they’re not overpaying for coverage they don’t need, while also closing any gaps that could
leave them exposed—Ilike test drives, loaner cars, or customer vehicles stored overnight.”

5. Soft Close (Next Step)

* Agent:
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“I'd love to stop by for 15 minutes, learn a little more about your operation, and share a quick
checklist | use to spot common coverage gaps in garage policies. Would [Day/Time] work for
you, or is there a better time?”

6. Polite Exit if Not Interested
* Agent:

“No problem at all—I appreciate your time today. If it's okay, I'll send you my contact info so
you have it handy in case your needs change down the road.”

&, Tips for Delivery
* Keep tone friendly, confident, and consultative (not salesy).

+ Use industry-specific terms (garage liability, garagekeepers, workers’ comp, tools &
equipment coverage) to show expertise.

« Always listen more than you talk—the script is a guide, not a monologue.

* Have a leave-behind resource (checklist, one-pager, or case study) to add value.
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How to insure General Contractors

HOW TO INSURE

.__-h':. .
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How to insure General Contractors’ Codes

etV

SIC CODES: 1521 General Contractors - Single Family Homes

1522 General Contractors-Residential Buildings, Other Than Single-Family 1541 General
Contractors-Industrial Buildings and Warehouses

1542 General Contractors-Nonresidential Buildings, Other Than Industrial
NAICS CODE: 236117 New Housing Operative Builders

236116 New Multifamily Housing Construction (except Operative Builders) 236115 New
Single-Family Housing Construction (except Operative Builders) 236118 Residential
Remodelers

236220 Commercial and Institutional Building Construction 236210 Industrial Building
Construction

Suggested ISO General Liability Codes: 91580, 91582, 91583, 91584, 98502
Suggested Workers Compensation Code: 5606, 5403

This course will follow James as he prepares to call on Killiam Contractors LLC. Paul and
Yolanda Killiam have been friends of his family for years and he wants to do the best job he can
for them even though this is his first time to work with a general contracting operation.
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Risk Overview
A description of a particular risk and its potential exposures. Description of operations:

General contractors manage the construction of a new building or renovation to an existing
building. General contractors generally specialize in constructing single family homes or
commercial buildings such as factories, offices, restaurants, or stadiums.

Most have a set group of permanent employees, and then subcontract the remaining tasks
to specialty subcontractors. While firms whose employees do no actual construction work are
commonly called “paper” contractors, they generally act as “prime” contractors for such tasks as
framing carpentry, structural masonry, or metal building erection. Mechanical tasks such as
plumbing, heating, and electrical are usually completed by subcontractors. Once the land has
been purchased and the design or architectural work has been done, the general contractor
takes the project from the site or land preparation, through excavation and laying of the
foundation, to the completion of the building, including the interior finish. Typically, the general
contractor first turns the architect’s design into specifications for work and materials, setting
quality standards, scheduling the phases of the project, and dictating insurance requirements for
the project as a whole and for the subcontractors. The contractor then gets bids (solicits
competitive proposals) from potential subcontractors and suppliers. Together with the customer
(the project owner), the general contractor awards the bids to the successful subcontractors.
The general contractor is also responsible for complying with all local and state ordinances,
codes and zoning requirements, including purchasing the necessary permits and obtaining the
necessary surety bonds.

Property exposures

at the general contractor's own location are usually limited to that of an office. Ignition
sources include electrical wiring, heating, and air conditioning systems. If the general contractor
is a paper contractor, there will be no yard storage of building materials or equipment since
there are no operations other than paperwork. If the general contractor is involved in framework
or masonry, lumber or bricks may be stored on site, increasing the exposure to fire, inclement
weather, vandalism, and theft.

Crime exposure

is from employee dishonesty. Background checks should be conducted prior to hiring any
employee. All orders, billing, and disbursements must be handled as separate duties and
annual external audits conducted.

Surety bond exposures

arise from the clients' requirement that the general contractor obtain financial guarantees for
the completion of projects and payment of labor and supplies. Inability of the contractor to qualify
for these bonds due to their prior experience and financial condition may indicate a moral
hazard.
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Inland marine exposures

may include accounts receivable if the contractor bills customers for services, builders’ risk,
contractors’ equipment, goods in transit, installation floater, and valuable papers and records for
project plans, clients', subcontractors'’, and suppliers' information.

Builders’ Risk is an important coverage for many building contractors. Besides obtaining
coverage for themselves, they may need to coordinate their subcontractors’ coverages and
terms so limits are adequate for the overall project. Subcontractors generally have their own
equipment with independent coverage. The general contractor may arrange for the lease of
larger equipment, such as cranes, for subcontractors to use, either with or without operators.
The contractual agreements between the general contractor and the rental firms determine who
is responsible for any damage to the rented equipment. If the general contractor performs tasks
at the job site, equipment may be subject to water hazards, overturns, drop, and fall from
heights, or being struck by other vehicles. Materials and equipment left at job sites may be
subject to theft and vandalism loss unless proper controls are in place. Copies of building plans
should be kept at an offsite location for easier restoration.

Premises liability exposures

at the contractor’s office and storage facility are usually limited due to lack of public access.
Equipment or materials provided by subcontractors are not stored at the building contractor's
office location. At the job site, the general contractor is ultimately responsible for all injuries or
property damage that results from construction operations, including those that are due to the
acts or omissions of subcontractors. Lack of adequate communication between the different
subcontractors can cause hazardous working conditions, especially if blasting or similar
hazardous operations are taking place. Heavy machinery used for excavation may cut power
lines, disrupting service to other homes or businesses in the vicinity. Welding presents potential
for burns or setting the property of others on fire if not conducted safely. The contractor’s
employees can cause damage to the client’s other property or bodily injury to members of the
public or employees of other contractors. Tools, power cords, and scrap all pose trip hazards
even when not in use. If there is work at heights, falling tools, or supplies may cause damage
and injury if dropped from ladders, scaffolding, or cranes. Failure to protect equipment, building
materials, and property of others left at job sites from theft and vandalism may result in a
subrogated loss. Construction sites create attractive nuisance hazards, particularly to children
who enjoy climbing and vandals after operations have ceased for the day and on weekends.
Safety barriers such as perimeter fencing should be used to control access to the jobsite.

All hazards are increased in the absence of properly enforced procedures to control access
to the jobsite.
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Contractual liability exposures

are very high for general contractors. While it is important to control physical hazards, the
absolute key to successful performance is likely to be the management of contractual language.
Catastrophic financial losses and expensive litigation may arise if the general contractor fails to
verify that subcontractors’ certificates of insurance are accurate and the limits are adequate for
both liability and workers compensation coverages. In addition, the general contractor and
project owner must be included as additional insureds on all subcontractors’ policies. The
specific terms of the additional insured status may play a significant role in who pays for a loss.

Completed operations exposures

are high due to the injury and property damage that can result from improper interpretation
of building plans, use of materials that do not meet the quality standards required by design
specifications, inadequate construction techniques, or lax supervision of the acts of
subcontractors. Hazards increase in the absence of proper record keeping of work orders and
change orders, as well as quality control inspections and signed approval of the finished work by
the customer.

Automobile exposures

may be limited to private passenger only if executive supervisors simply travel from site to
site. If the general contractor is also handling part of the construction, workers, equipment, and
supplies may be transported to and from job sites. Vehicles may have special modifications or
built-in equipment such as lifts and hoists. Large materials such as air conditioners may be
awkward and require special handling and tie-down procedures. Shifting of loads could result in
overturn. If vehicles are provided to employees, there should be written procedures regarding
personal use by employees and their family members. All drivers must have appropriate
licenses and acceptable MVRs. Vehicles must be maintained and the records kept in a central
location.

Workers compensation exposures

vary based on the size and nature of the job. When an executive supervisor is only
reviewing and giving oversight, the exposure is clerical with some jobsite inspection. However, if
actual construction work is done or supervisors remain at job sites continuously, the exposures
increase to those encountered by each type of worker on the project. Control of the jobsite is the
responsibility of the general contractor, who may be held responsible for any injuries of
subcontractors on the job. Verification that every subcontractor carries adequate workers
compensation coverage is important.
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Minimum recommended coverage

Business Personal Property, Employee Dishonesty, Surety Bonds, Accounts Receivable,
Builders’ Risk, Computers, Valuable Papers and Records, General Liability, Employee Benefits
Liability, Umbrella Liability, Business Automobile Liability and Physical Damage, Hired and
Nonownership Auto Liability, Workers Compensation

Other coverages to consider

Building, Business Income with Extra Expense, Earthquake, Flood, Leasehold Interest, Real
Property Legal Liability, Contractors’ Equipment, Goods in Transit, Installation Floater,
Cyberliability, Employment-related Practices Liability, Environmental Impairment Liability, Stop
Gap Liability, Unmanned Aerial Vehicles (UAV) (Drones)

Throughout this course, we will be providing regular updates on how our agent is
progressing with the customer. At these updates, we will take time to review the course material
with a short quiz. After you answer the quiz question, the correct answer will be shown. If you
are ready, the first update and quiz is ready.

Killiam Contractors, LLC is located in the suburbs of a major metropolitan city. Paul is a CPA
and handles all internal aspects of the company. Yolanda has been in marketing all of her
career so she is instrumental in getting the opportunities to bid on jobs. The third officer in the
company is Paul’s brother Samuel who has been in the building trades his entire career. He
negotiates with the contractors and is the general supervisor on all jobs.

Quiz questions are good re-enforcers of the material covered. If you were able to answer all
of the questions correctly, please continue. If you were not able to answer all of them correctly,
feel free to restart the quiz and try again.

James is surprised at the complexities of this operation that are run out of a small office in
the suburbs. Now that he has the basic knowledge of the industry, he wants to be prepared to
ask the right questions during his interview with the Killiams. He is familiar with the ACORD
forms, but he wants something with more meat that is specific to general contractors. He
chooses the questionnaire.

Questionnaire - Provides areas of supplemental or additional questions to complement your
main application when evaluating risk.

GENERAL INFORMATION
Account: __ Account number:
Agency: __

Agency number:

Producer: _ Producer number:
Legal business name(s)
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Mailing address:
Why?

The correct legal business name is needed since policy conditions provide for payment only
for the financial interest of the insured shown. If the named insured is incorrect, payment could
be denied.

Type of entity:

____Individual _____ Corporation ____ Sub-S Corp.
____Partnership ___ Joint Venture

__ Not-for-profit __ Limited Liability Company

SIC Code(s): NAICS Code(s): Federal ID Number: _
Why?

The legal entity is used to determine who is an insured in the various Commercial General
Liability coverages. If there are multiple named insureds, there can be multiple types of legal
entities.

When did the applicant start business operations? ___

When did the present management assume control? __

How many years’ experience does the owner have in this type of business? __

How many years’ experience does the manager have in this type of business?

Has the applicant ever been involved in a bankruptcy procedure? __ Yes ___ No
If yes, explain including the type of bankruptcy, the filing date, and the resolution.
Names of subsidiary companies or joint ventures that are not part of this application:
Why?

General contractors often have a variety of operations that may or may not be related to
contracting. There may be joint ventures, separate corporations and partnerships. It is important
to determine the exposures at the time of the initial application in order to avoid gaps in
coverages.

Important People
Name Phone Number

Owner/Principal

Other Decision Makers:

Plant and Grounds:
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Financial
Legal
Claims
Why?

People are what make a business. Successful risk management depends on knowing who
can make decisions and who must be consulted. One very important decision maker is the
person with supervisory responsibility for the various jobsites.

The applicant’s primary operations are:
Why?

A clear understanding of the customer's view of its business is vital for providing risk
management services to the customer as well as working with the insurance company on the
account.

The applicant’s secondary and incidental operations are:
Why?

These operations may be substantially different from the primary operations. They must be
identified and any hazards evaluated. Entrepreneurs have varied interests and this is reflected in
their secondary and/or incidental operations.

The applicant used to be involved in the following operations, but they have been
discontinued:

Why?

Discontinued operations are particularly important for general contractors. Additional insured
endorsements on subcontractors' General Liability Policies may not apply to completed
operations and this increases the exposure of the general contractor substantially.

The hours of operations are: How many days is the applicant open per week? __
Is this a seasonal operation? ___ Yes __No

If yes, what is the season? From to__

Why?

Seasonal operations have a shorter time frame in which to make a profit and are often
dependent on the climate. Poor snowfall in a ski resort town can result in a loss for the year for
all its retailers. In addition, any seasonal operation with buildings will have an occupied building
for only part of the year, which increases its hazards and loss potential.

Does the applicant have a safety program? Yes __No If yes, answer the following:
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Name of safety director: _ Safety director phone number: Safety
director email address: Attach a copy of the safety program.

Why?

The general contractor is responsible for the safety of the jobsite, not just the safety of its
own employees. This can only be accomplished with a safety program in place and regular
monitoring of its effectiveness.

Does the applicant have a disaster plan? ___Yes ___ No If yes, answer the following:
Name of disaster coordinator: ___

Disaster coordinator phone number: Disaster coordinator email address:
Attach a copy of the disaster plan.

Why?

Disaster plans must be in place to establish what should occur in the event of a catastrophe
such as a tornado, earthquake, hurricane, fire or cave-in. Planning and training in advance of a
disaster can prevent panic and reduce injuries.

The named insured requested by the Killiam family is Killiam Contractors, LLC, K&K, LLC,
Yolanda for Peace, and Samuel Killiam. Killiam Contractors is an LLC and the main entity. K&K
LLC is a joint venture with Paul and Samuel that was formed prior to Paul’s marriage to Yolanda
and consists of dwellings owned by Paul and Samuel’s parents that were passed down to them
jointly. Yolanda for Peace is a not-for-profit organization that Yolanda runs independent from the
business. Samuel does some woodworking side jobs that are not run through Killiam so he
wants to be named as an individual.

The founders of Killiam made a promise to themselves to work hard for nine months and
then head to Hawaii during the winter months. They begin operations March 1every year and
make sure all projects are completed by November 30. Equipment is stored, the office is closed
down, and employees are laid off until March 1 when they start operations again.

BUSINESS PERSONAL PROPERTY
Premises # Building # ___ Location address:
Why?

The location address must be exact since coverage is specific to location. If the location
address is incorrect, a loss could be denied.

Describe the business personal property.
Why?

It is important to know what the insured considers business personal property. This
knowledge will help identify coverage gaps.
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Do the applicant’s business personal property values fluctuate? Yes No
If yes, is the fluctuation __Monthly Seasonal (from to )

Is the business personal property:

Highly flammable: _ Yes __ No

Susceptible to severe damage from: ______Smoke __ Heat
___Water __ Temperature

Why?

Understanding business personal property's vulnerability to loss aids in risk management.
Highly combustible property should be kept away from any heat- producing processes; it should
be stored in well-ventilated rooms or vaults that are separate from materials that could increase
the spread of fire.

Do any other occupancies in this building present a significant exposure hazard to the
applicant? Examples are explosion, fire or chemical hazards but are not limited to just them.
__Yes_No

If yes, describe.
Why?

Other occupants of a building can be the major fire exposure for that location.
Understanding the nature of the other occupancies is the first step in the risk management
process for your customer. The other occupancies can't be forced to change but the insured has
some options, including the option to move to a different location.

Would the applicant’s business personal property be damaged if the off-premises supplied
heat, light or power failed? __ Yes __ No

If yes, answer the following:

Describe what would be damaged and how quickly.

How is the heat, light, or power transmitted to the applicant?

Will alarms sound or will there be other notification if power fails or shuts off? _ Yes __ No
Are backup generators available? __ Yes __ No

Are detailed records kept of all of the applicant’s inventory, machinery, fixtures, or
equipment, including their purchase date and price? Yes __No

Does the applicant label and assign inventory numbers to all items? __ Yes __ No
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Why?

The time to prepare for a loss is before it occurs. If the insured understands the need for
records to document their business personal property, underinsurance problems can be
reduced and claim settlements can be handled more expeditiously.

BURGLAR ALARM
Describe any burglary exposures beyond what is usual to the applicant’s type of business.

Describe any special features of the applicant’s burglar alarm or safe or vault alarm systems
not noted elsewhere.

IMPROVEMENTS AND BETTERMENTS
Is the applicant a tenant? Yes __No If yes, answer the following.

Describe all improvements or betterments that have been added by or for the applicant but
that will remain with the building when the applicant leaves.

What is the term of the applicant’s lease? __

What is the applicant’s lease renewal option term?

BUILDERS RISK

What are the percentages for the type(s) of structures the applicant builds?
% Residential % Commercial _____ % Institutional % Public

What are the percentages for the type(s) of construction the applicant builds?
___% Frame ___ % Noncombustible % Modified fire resistive

__ % Joisted masonry % Masonry noncombustible % Fire resistive

What are the percentages for the protection class of locations where buildings are currently
under construction? _% 1-4 % 5-6 % 7-8 % 9-10

Why?

The construction type and the public protection at risk combine to determine the maximum
amount that an insurance company is willing to write.

Who prepares the designs and blueprints?
Why?

It is important to understand the relationship between the builder and the design firm. A long-
term relationship can aid in communication and familiarity with techniques that will aid in the
construction of a structure.

Describe the security at the job sites.
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Why?

Jobsite security protects against theft as well as fire and vandalism losses. Keeping
trespassers off the jobsite is a first-defense loss prevention method.

Describe how the applicant removes waste from the job site. Include details on the party(ies)
that remove it and the location(s) where it is taken.

Why?

All jobsites create waste. Waste that is left at the jobsite can become kindling for fires or
contribute to the spread of fire. There should a procedure for removing the waste from the
jobsite on a regular basis. Fires on premises to burn waste should be discouraged since winds
can suddenly change direction and quickly engulf the building under construction.

Describe the methods the applicant uses to reinforce multi-story structures.
Why?

Collapse is always a possible loss, especially in multi-story buildings. There must be a
method for reinforcing floors during construction so that collapse of a floor on an upper story will
not cause the collapse of lower ones. A building is not completely stable until the roof and walls
are complete. Until then, temporary internal structural supports must be used.

Does the applicant do renovation work? ___ Yes ___ No If yes, answer the following:
What is the percentage of the applicant’s receipts from renovation work? __ %
Describe the types of renovation jobs the applicant has completed in the past.

Why?

New construction is preferred since there is no existing structure to be evaluated and no
hidden problems that could delay construction or contribute to a loss. Valuation is also easier to
establish.

In order to look into the future regarding potential jobs, it is always good to look at the past.
Most insureds seek work they have successfully completed in the past.

Killiam Contracting is 85% new construction and 15% renovation. They specialize in small to
medium office and retail buildings. They operate mainly in protection class 5-8 since the
structures they build fit well in suburbia. The tallest building they have constructed is three
stories and the type of construction is generally masonry noncombustible with small amounts of
joisted masonry. The renovations they handle have all been converting residential structures
into commercial structures.

A waste disposal company picks up waste daily from the jobsite. Paul is adamant about
proper waste handling since one of his buildings burned to the ground because of a waste fire at
the jobsite.
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They contract for security at their jobsites but only on a drive-by basis. The company checks
each jobsite at least once an hour when no one is working at the site. If the project owner
requests additional security, they have the option to add full on-site security.

The Killiam buildings are similar since they use the same designer for most of their
buildings. The only time they change is when the project owner wants to use a designer of his or
her own choosing.

James is now ready to develop a Client/Agent Coverage Agreement to take with him to the
client. This will allow him to recommend coverages and allow Killiam to accept or reject the
recommendations. Before making a recommendation, he selects the Supplement so that he can
review the various coverage definitions.

One of the minimum recommended coverages is called Builders' Risk and James has never
written an account that used one. Since he is unfamiliar with the coverage, he selects Builders'
Risk on the list and views the definition.

BUILDERS RISK UNDERWRITING CONSIDERATION

Builders' risk and installation coverage forms both cover building materials and supplies at
the construction site, in transit to the site, and similar property intended for the construction
project at other locations as necessary or because of lack of storage space at the construction
site. The principal exposures and causes of loss are fire, theft, vandalism, windstorm, collapse,
and transit. The underwriting process involves evaluating the location and transit exposures and
the protective services and arrangements incorporated at the project to eliminate or reduce the
possibility of loss.

The most important element in underwriting builders' risk insurance is the type of contractor
involved. The contractor should have experience in building the type of structure being
considered. A residential contractor may be very successful building one and two family homes
but that does not mean it will be similarly successful building a

six-family condominium building or some other kind of commercial property. Similarly, a
commercial building contractor may not be aware of all of the aspects and pitfalls involved in
residential construction. Simply being a contractor is not sufficient. A good contractor is aware of
all aspects and hazards of a particular job and takes the appropriate steps to address them all,
both in advance planning and as they come up during the course of the construction project.

Another major issue is job site supervision. Some contractors are "paper contractors." These
contractors bring together the various subcontractors to handle the job but do not regularly have
any of their own employees on the job site. In situations like these, relationships are extremely
important. A good "paper contractor" (to the extent possible) uses the same subcontractors on
as many jobs as possible. This makes it more likely that the different crews will work well
together. The contractor should have a detailed checklist and an established timetable for
checking the work.
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The general contractor is usually responsible for all functional aspects at the job site and
should be aware of all elements of job site safety and the normal arrangements that should

apply.

Written contracts and agreements are as important in the construction field as they are
anywhere else. Contracts should be in place to establish ownership and responsibility and to
reduce the chances of ambiguity and disagreement if a loss occurs. Ownership of building
materials must be established, since the contractor in many cases simply installs the goods and
does not actually own them during the construction or installation process.

The nature and details of the transit exposure should be analyzed and understood by all
affected parties. “Paper contractors” usually have little or no exposure in this area.

Workers’ tools, scaffolding, and related equipment are frequently overlooked but are subject
to transit exposures and losses as much as building materials. Some of these items should be
insured under contractors' equipment coverage and others under builders' risk coverage. It is
important to review all of the above in order to set the appropriate transit limit for the values
exposed.

The type of construction is a major factor in both underwriting and rating.

Construction methods vary greatly, as do wind and fire exposures. Frame construction is the
most common type of construction and is most subject to wind and fire losses.

Brick veneer construction does not reduce loss potential of a frame building because it is
simply a layer of masonry veneer attached to the wood frame and the basic construction is still
frame. Solid brick or masonry bearing walls construction stand up better to wind and fire but
require longer construction time and damage can be more expensive to repair. Metal buildings
are similar to frame with respect to the wind exposure. Metal building construction is vulnerable
to a number of issues until the roof is securely attached but fire is not ordinarily one of them.
Masonry-non-combustible and fire-resistive are the best types of construction but using these
materials takes more time and is considerably more expensive.

Any type of construction has its own issues that relate to job site security against vandalism
and theft. The more involved, elaborate, and expensive types of construction require using a
variety of heavier equipment and this element affects the job site security issue more than
anything else does. As a result, these job sites require more security measures than those of
lesser quality and that have less equipment on the site, whether occupied and operating or not.

It is important to understand the financial interests of all the parties in the property under
construction and any contractual obligations they have to one another. The worst case scenario
is where each party believes the other is responsible for purchasing the builders’ risk coverage
and nobody purchases it at all. If more than one policy is purchased, the only damage done is
the amount of extra premium paid. If nobody arranges for coverage, it means the entire project
is unprotected.
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When Coverage Ceases

Builders risk insurance is designed to cover a building or structure under construction until
construction is complete. This condition provides the exact time when the insurance this
coverage form provides ends. Coverage ends immediately when any one of the following takes
place:

e The policy expires or is cancelled.
e The purchaser accepts the building or structure.
e The named insured's financial interest in the project ends.
e The named insured abandons the project and does not intend to return and complete
it.
Ninety days after construction ends or 60 days after the building is put to its intended use or

is occupied to any extent. The insurance company can change this but it must be in writing.
However, changing this one item does not also change the previous four items.

The coverage form to be used must be considered since reporting forms are available in
addition to scheduled and non-reporting forms. Each approach has advantages, disadvantages,
and responsibilities that must be understood. Reporting forms are flexible and lead to a greater
feeling of security but improper or inadequate reporting can diminish those advantages and spell
disaster in the event of a loss.

Killiam has not been purchasing Builders' Risk coverage and instead has a written contract
with clients requiring them to purchase the Builders Risk coverage. James now understands the
coverage enough that he can recommend the coverage and also help them in deciding whether
to use a reporting or a non-reporting method.

EMPLOYEE DISHONESTY PRIOR POLICY

Provide the policy number, carrier, limits, and the inception and expiration dates of any policy
that provided employee dishonesty coverage for the applicant over the past five years.

Policy number: ___ Carrier:
Employee dishonesty limit: Inception date Expiration date
Why?

This information is needed when a loss is discovered in the current policy year for an
occurrence that took place in prior years.

The Employee Dishonesty Policy is unusual since it refers to a previous policy. If a loss
occurs, the settlement may depend on information from the previous policy.

EMPLOYEES
Does the applicant employ any person who has committed a theft or dishonest act?

Yes __ No
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The insured must be aware that the policy does not cover losses caused by any individual
who has previously committed a dishonest act. This coverage gap could be significant and
expensive for the insured.

Note: These employees are excluded from coverage and should not be included for rating
purposes.

Are all potential employees screened prior to employment? __ Yes __ No

Are references required and verified? __ Yes __ No

Does applicant contract with another firm to lease employees? _ Yes __ No
Does applicant lease employees without using an outside agency? ___ Yes _ No
Does applicant use volunteers? _Yes __ No

Note: Temporary leased employees who substitute for regular employees are covered.
Others, including volunteers, are excluded and should not be included for rating purposes.

MANAGEMENT CONTROLS

Does a person outside of the applicant’s accounts payable unit verify the accuracy of all
monthly paid invoices? Yes __ No

Are invoices marked "paid" at the time payments are made in order to prevent issuing
duplicate payments to fictitious entities? ___ Yes __ No

Does the applicant implement improvements in internal controls that auditors suggest?
Yes __ No

Does the applicant maintain an adequate separation of duties between employees who:
Receive money and those who keep books? Yes __ No

Disperse money and those who keep books? __ Yes __ No
Reconcile bank accounts and those who deposit or withdraw? _Yes __ No
Why?

Allowing one person to control all of a company's finances is unwise. It creates the potential
for an employee to misappropriate funds.

Does the applicant permit job site ordering? __ Yes __ No
Is a job site verification procedure in place to track items that are ordered and delivered?
Yes __ No

Is job site verification required of items ordered and received prior to paying the invoices for
those items? _ Yes __ No

Why?
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Jobsite ordering is acceptable if there are adequate checks and balances. Since there is no
functional inventory control at a jobsite, there must be other methods of verification. This could
be done through lists of acceptable suppliers, required invoicing, accountability for items used
and limited jobsite authority to make purchases.

GENERAL LIABILITY

ON PREMISES EXPOSURES

Describe the applicant’s on-premises operations.
Why?

General contractors normally have little, if any; on premises exposure since all operations
take place at jobsites. If a General contractor has more than a small office on premises
exposure, additional investigation should begin on activities other than general contracting.

Describe how the applicant disposes of waste.

Does the facility comply with the National Fire Protection Association's Life Safety Code
concerning the number, size and arrangement of exits? ___ Yes __ No If no, explain.

Why?

Regardless of the size of an operation, there are concerns on how employees and others
can exit the premises during an emergency. Exits must be adequate in number and properly
positioned and marked.

Are employees instructed in proper evacuation procedures? ___ Yes __ No
Does management conduct regular fire drills? _ Yes __ No

Are large panes of glass, both inside and outside, properly marked or etched to prevent
accidental contact? __ Yes __ No

Does the applicant own, jointly own, hire or lease any watercraft or aircraft?
___Yes_No

Why?

Note: If yes, there is limited or no coverage for these operations under the General Liability
policy. Consider completing the appropriate Aircraft Ownership or Ship or Boat Ownership
Supplement.

It is important to identify gaps in coverage, because the General Liability Policy excludes
most watercraft and all aircraft liability exposures.

Does the applicant provide any child or adult care on premises? Yes __ No
Note: If yes, consider including the day care supplement.

Is food handled on premises? ___ Yes __ No If yes, answer the following:
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Are food handlers required to use proper hygiene? Yes No

Has the Board of Health cited the establishment? Yes __ No If yes, explain:

Does the applicant store cleaning materials in a separate area at a distance from the food
storage area? Yes __ No

Does the applicant lease equipment to others with or without operators? Yes __ No
If yes, describe the equipment and attach a copy of the lease agreement.
Why?

Some businesses lease their unused equipment to others. This can be a significant
exposure that an insurance company might not want to cover. Any equipment lease or rental
contract used must be reviewed to understand its terms, requirements and obligations.

Does applicant lease equipment from others with or without operators? Yes __ No
If yes, describe the equipment and attach a copy of the lease agreement.
Why?

The lease or rental contract should be carefully reviewed before signing in order to
understand the terms, obligations and responsibilities of each party to the contract. Leasing
equipment should be done only with a written contract that explains each party's responsibilities.
Subrogation potential due to damage is only as good as the contract in force.

PARKING LOTS AND SIDEWALKS

Does the applicant own or rent parking facilities that are available for clients, customers,
employees, and/or the general public? Yes __ No

If yes, answer the following:
Does the applicant charge a fee? Yes __ No
If yes, consider completing the Garagekeepers questionnaire.

Does the applicant hire a towing company to remove vehicles parked on the premises
without permission?__ Yes __ No

If yes, attach a copy of the contractual agreement, if any, with the towing company.

Does the applicant require a certificate of insurance from any towing company that provides
services on the premises? __ Yes __ No

Describe the parking facility(ies).
Length: Width: Number of stories:
Number of spaces: Attendant: (Y/N)

Proximity to applicant premises: _
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Has the applicant made arrangements to remove snow and ice from the parking facility(ies)
and walkways? Yes __ No

Why?

Parking lot exposures may exist away from the premises. If the general contractor provides
a parking area for subcontractors and clients, it is part of the jobsite, and the general contractor
is responsible for its condition and the safety of those who use it.

OFF PREMISES
Do applicant employees interact on a regular basis with customers off premises?

Yes __ No

If yes, answer the following:
Describe the clientele by percentage.

____% Residential % Commercial % Institutional % Public

Why?

The general contractor is responsible not only for his or her employees but also for
employees of the subcontractors and their interactions with each other, the customer and the
general population. The general contractor must have a procedure for maintaining control of the
jobsite.

A residential area normally includes children and other vulnerable populations. The general
contractor must be vigilant in preventing inappropriate interaction between employees and
subcontractors and the public in and around the jobsite.

Do employees travel alone? ___ Yes ___ No

Are employees subject to criminal background checks? __ Yes __ No

Describe the procedure to train, monitor, and supervise all such off-premises employees.
Describe contracted work.

Why?

Many insureds use subcontractors. It is important to determine what operations are
subcontracted and then to review copies of any contracts to understand the liability exposures.

Does the applicant use explosives? ___ Yes ___ No
Does the applicant excavate, tunnel, or perform underground work or earth moving?
Yes __ No

If yes, provide a detailed description of the operation(s) and provide information about the
safety measures that apply.
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Why?

Operations that include any use of blasting or explosives must be carefully evaluated.
Explosives use must always be evaluated separately from all other operations, no matter how
minor the use may appear to be.

Any type of soil movement has the potential to shift structures, alter foundations and
destabilize ground. There is also the potential to cut utility lines and shut off vital services. This
exposure deserves careful evaluation, even when subcontracted to others.

Does applicant own, rent or use cranes? Yes __ No
If yes, explain how the cranes are used.

What percentages of the applicant’s jobs are in commercial, residential, and undeveloped
areas? % Commercial % Residential % Undeveloped

If in residential areas, describe what the applicant does to keep children and young people
from using unattended equipment.

Why?

The precautions necessary vary depending on the types of buildings surrounding the jobsite.
The greater the density of surrounding buildings, the higher the concern for potential property
damage to existing structures.

Contractors’ equipment pose a very dangerous attractive nuisance exposure for children of
all ages. Equipment must be properly immobilized when the jobsite is unattended to prevent
unauthorized use.

Describe what the applicant does to keep children out of the job site at all times.
Why?

Barriers should be in place to prevent children from entering the jobsite at any time and
harming themselves and/or others. The type of barrier varies depending on the accessibility of
the area to younger children.

What are the percentages of work done in new and existing structure?
% New % Existing
Why?

Working on existing structures can create significant property damage exposures that are
not covered under the CGL policy because of property in the care, custody and control of the
insured exclusion. The insured should be aware of the potential coverage gap.

If the applicant performs work in existing structures, does the applicant demolish and remove
the existing property? Yes __ No
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If yes, describe the demolition and removal operations and describe the way the applicant
disposes of waste.

Why?

Existing structures may have asbestos and lead that must be removed. Specialized
subcontractors should be hired to handle the removal. The applicant must be named as an
additional insured on his or her policy and significant limits should be required since most CGL
policies will not cover this exposure, due to either the pollution exclusion or other exclusions.
Environmental impairment policies should be considered if such removal is a regular part of the
applicant’s operation.

Describe the applicant’s procedure to contact local utilities in order to avoid cutting lines.
Why?

The general contractor is responsible for the jobsite and has the final responsibility if lines
are cut, even if the subcontractor cuts them. There must be an established procedure to verify
that the utilities are contacted in advance of any digging and utility lines located and marked

What percentage of the job site construction work do the applicant's employees perform?

%

Is the applicant involved in turnkey operations? _ Yes __No If yes, describe in detail.
Why?

Turnkey operations are frequently covered with wrap-up insurance programs that cover all
liability and workers compensation exposures for the owner, contractor and subcontractors in
one large package. This prevents gaps in coverage and protects everyone’s limits for other
projects. The cost is more defined but does call for significant limits due to restrictions on
subrogation.

Are all job sites visited at least daily by one of the applicant’s employees? Yes __ No
Why?

The general contractor is responsible for all activities at the jobsite. Although the contractor
may not be involved in the actual construction activities, an employee of the contractor should
make regular visits to all construction sites to monitor the progress and the condition of the site.

Does the applicant always use the same subcontractors on ajob? _ Yes _ No
Why?

A team that is used to working together is less likely to make errors. When a general
contractor consistently uses the same subcontractors as part of the team, the likelihood of loss
is reduced.
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Killiam occupies an office space in a large complex. They have no responsibility for the
parking lot or any common areas. Although the other named insured’s on the policy have a
variety of on premises exposures, the general contracting liability exposure is mainly at the
jobsites. There are normally a maximum of five jobsites operating at the same time. Since they
try to use the same subcontractors for all jobs, Samuel works hard to coordinate the activities of
the subcontractors so that there is no downtime at a site waiting for a subcontractor working at
another site. Killiam does all exterior structural work and subcontractors do all other work. The
head of the crew is responsible for the jobsite supervision.

CONTRACTUAL EXPOSURES

Does the applicant lease the premises? _Yes __ No If yes, answer the following:
Does the lease include a written waiver-of-rights provision for damage to property?
___Yes_No

Does the lease include a written waiver of subrogation? __ Yes __ No

Does the lease include a written hold harmless agreement? __ Yes __ No

Does the lease clearly delineate maintenance responsibilities? __ Yes __ No

Why?

Most businesses use lease agreements. These contracts normally involve an
indemnification clause. Not all indemnification agreements are equal so each must be reviewed
to prevent gaps in coverage.

Indicate under which of the following agreements the applicant has assumed liability of
others:

____Lease agreements for real estate

__Lease agreements for signs, refrigerators, etc.
____Sidetrack agreements

____ Contracts for electric power, steam, etc.
____Easement agreements

____Elevator maintenance

____Other contracts such as construction, installation, compliance certificates, etc. Attach a
copy of each contract and/or agreement indicated above.

Is the applicant’s insurance policy required to be primary under any of the indicated
contracts? ___ Yes __ No

What are the applicant’s procedures to ensure that it is an additional insured on the
subcontractor’s policy?
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Why?

The general contractor must be named as an additional insured on each subcontractor’s
General Liability Policy. An ACORD certificate of insurance or its equivalent, showing the Limits
of Insurance and the statement that the applicant is an additional insured must be kept on file.

Do any current contracts contain requirements that list specific endorsements or insurance
coverage wording? __Yes __ No

If yes, attach a copy of the contract(s).
Why?

If the general contractor requires unusual wording on the subcontractors' policies due to
contractual obligations, a copy of the policy with the wording should be obtained in addition to
the certificate of insurance. Special wording is sometimes required because of an obligation to
the owner of the project. It is important to review any unusual wording in advance and supply
such wording to the insurance company for review prior to entering into agreements.

Does the applicant have a separate contract with each client that delineates each party’s
duties and expectations? ___ Yes __ No

Why?

The contract between the owner of the project and the general contractor should clearly
outline expectations, rights and responsibilities. The contract should be in writing and should be
reviewed and approved by each party’s legal representative prior to signing.

SUBCONTRACTORS

Does the applicant regularly use subcontractors? __ Yes __ No
If yes, answer the following:

Describe the type of work the subcontractors perform.

Describe procedures used to monitor timely receipt of certificates of insurance from
subcontractors.

Why?

Certificates of insurance are necessary for audit purposes and proper risk transfer. In some
cases, lack of a certificate of insurance causes subcontracted work to be rated as if it were
performed by the insured. Premium earned as a result of such work will be charged to the
insured instead of to the subcontractor.

Does the applicant have a written contract with each subcontractor? _ Yes __ No
If yes, attach a copy of each contract.

If no, describe the terms and agreements between the applicant and the subcontractor.
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Why?

A written contract prevents the subcontractor from being considered an insured's employee.
Subcontractors are hired for their expertise. The insured and the subcontractor should always
have a contract that specifies responsibility and clearly defines the role of the subcontractor.
Open-ended contracts, or no contract at all, can substantially complicate a loss.

What are the subcontractors' required insurance limits? $
Why?

Limits of Insurance should be sufficient to prevent the piercing of the applicant’s insurance.
Hazardous operations require higher limits on the part of the subcontractor.

What are the procedures in place to obtain required certificates of insurance?
Why?

A standard procedure should be in place to ensure that certificates of insurance are
received on a timely basis. A subcontractor should not be permitted on the jobsite until the
certificate is received. In addition, there should be follow-up procedures in place to collect new
certificates at each renewal for long-term relationships.

Percentage of work subcontracted: %
Why?

Most insurance companies find operations with a high percentage of work handled by
subcontractors unattractive insurance risks because of the lack of direct control by the project
owner or the general contractor.

PERSONAL AND ADVERTISING INJURY EXPOSURES

Does the applicant advertise its products, goods or services? ____ Yes No

If yes, what media does the applicant use and what is that medium’s percentage of the
overall advertising budget?

% Television ___ % Direct mail ___% Radio
% Signs % Newspaper % Magazine
% Yellow Pages % Internet % Other Describe other.

Does the applicant have a web page? __ Yes __ No
Does the applicant use an advertising firm and/or outside web designer? Yes _ No
PRODUCTS

Describe all of the applicant’s products or services.
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If the product is a component part, describe the items of which it might become a part.

If the product or service is defective or used improperly, describe the possible damage that
could occur.

Why?

General contractors do not normally have a products exposure since they provide a service,
not a product. If a product is sold, it must be evaluated separately from the general contracting
completed operations.

COMPLETED OPERATIONS
Who draws the plans, designs or specifications?
Why?

Insureds directly involved in providing their own job plans, designs and specifications should
consider purchasing Professional Liability insurance. This is because of exclusions in the
Commercial General Liability Policy.

Who is permitted to alter plans, designs or specification?
Why?

It is important to have a clear understanding of who is permitted to alter any plans.
Generally, no alteration should be permitted without consultation and approval from the project
designer due to the possibility of compromising the integrity of the structure.

Is the customer consulted and required to sign off prior to alterations?_ Yes __ No
Describe customer acceptance of project procedure and documentation.
Why?

The customer should be part of the decision-making process. Unless the contract provides
for changes, the customer should be informed when a change is indicated. Formal approval by
the customer should be required to prevent arguments when the project is completed.

A formal procedure should be in place for handing the finished job to the customer. This
should include a walk-through and signed documentation of acceptance along with written
agreements concerning any work still needed.

Describe the types of projects completed over the past 5 years.
LIQUOR

Does the applicant ever serve, sell or furnish alcoholic beverages to employees, customers
or general public? Yes __ No

If yes, is the applicant in the business of selling, distributing, or serving liquor?

Yes _ No
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Note: If yes, there is no liquor coverage under the General Liability policy. Consider
completing the liquor liability questionnaire.

Are the applicant’s employees and/or subcontractors permitted to drink alcohol at the job
site? __Yes __ No

Why?

Liquor is a part of many operations that do not sell, distribute or serve alcohol, and coverage
for this exposure is part of the policy. This is a risk management question to guide the insured in
the proper handling of alcohol and alcoholic beverages and to make the insured aware of their
responsibilities.

Alcohol should never be permitted on a jobsite.
ERRORS AND OMISSIONS

Is there any exposure for errors or omissions by the applicant's own personnel or through
the use of subcontractors (e.g. architects, engineers, draftsmen, etc.)?___ Yes __ No

Note: If yes, consider completing the Professional Liability Questionnaire.

Killiam has a standard contract that they use with all project owners unless the project owner
demands their own contract. Paul is very careful about reading the unique contracts. He
explains that sometimes the project owners can be demanding with special contract provisions
that could impact the insurance and require special endorsements.

Killiam has a standard contract that they use with all of their subcontractors. They require
that all subcontractors name them as additional insureds and carry a minimum of $500,000 CGL
coverage. The subcontractors must supply them with certificates of insurance prior to the start of
a job. Subcontractors handle approximately 85% of each job. Killiam is never a subcontractor.

UMBRELLA

List all policies that provide liability coverages for the applicant. Insurance coverage Primary
carrier Limits of Insurance

Why?

Umbrella coverage is over only the policies that are listed in the underlying coverage section
of the Umbrella Policy. No Umbrella coverage applies over an underlying policy that has not
been listed.

List countries where the applicant has locations and/or where employees regularly travel.
Why?

Umbrella policies have territorial definitions that may differ from those of the underlying
policies. Listing the countries helps to identify the possible need for a territorial endorsement.
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Is the applicant named as an additional insured on all subcontractors policies?

___Yes_No
If yes, what are the required underlying limits? _
Why?

When a policyholder is named as an additional insured under another party’s policy, it
means that there are more layers of underlying coverage and limits available before any loss
penetrates the umbrella layer.

Is the applicant required to name contractors as additional insureds on its policy?

Yes __ No

If yes, list the endorsements that are attached to the underlying to do so.
Why?

The more additional insureds covered on a policy, the sooner that policy's limits could be
exhausted by a covered loss.

UNDERLYING GENERAL LIABILITY INFORMATION
List all of the exclusion endorsements attached to the applicant’s underlying policy(ies).

The Umbrella is a separate policy and requires similar endorsements to match the
underlying policies and their endorsements.

List or describe any amendments or endorsements attached to the applicant’s underlying
policy(ies).

Why?

The Umbrella Policy must be modified with special amendments that match those of the
underlying primary policies if coverage is to apply at all limits.

Check the coverages that the underlying policy(ies) provide.

___ Employee Benefits Care Custody and Control
____Product Recall Expense Employment Related Practice
___Underground Storage Tank Stop Gap

Does the applicant have any owned, hired, or leased watercraft exposures?

Yes _No

If yes, describe the watercraft including where it is kept and/or used and the duration of
exposure.

Does the applicant have any owned, hired, or leased aircraft exposures?
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Yes _ No

If yes, describe the aircraft including its hanger location and/or where it is used and the
duration of exposure.

Why?

These are significant exposures that need to be brought to the insurance company's
attention. If coverage is not needed, the exposures should be excluded.

What are the applicant’s total annual receipts? $

What is the applicant’s annual cost for subcontractors? $

UNDERLYING AUTOMOBILE LIABILITY INFORMATION

List all exclusion endorsements attached to the applicant’s underlying policy(ies).

List and/or describe any amendments or endorsements attached to the applicant’s
underlying policy(ies).

Why?

The Umbrella Policy is not a following form product so exclusions, extensions and special
amendments used on the underlying primary policies must be arranged to apply to the umbrella
as well. If the underlying coverages are unique, purchasing an excess policy may be the most
effective way to address coverage gaps.

How many vehicles of the following types does the applicant own or lease?
__ Private passenger __ Smalltrucks ___ Medium trucks
____Heavy trucks _ Extraheavy ___ Bus

____Mobile equipment subject to financial responsibility law

Are vehicles ever hired? _Yes _ No

If yes, describe the vehicles hired, the annual cost, and the duration. Type of vehicle Annual
cost of hire Estimated time of hire

Why?

Neither individual vehicles or classes of vehicles are listed on the Umbrella Policy.
Underwriting and rating need to know this information in order to determine exposures and
develop premium charges.

Page 83 of 470



UNDERLYING WORKERS COMPENSATION - EMPLOYERS LIABILITY INFORMATION
List all exclusion endorsements attached to the applicant’s policy(ies).

List and/or describe amendments and endorsements attached to the applicant’s policy(ies).
Why?

This question is not about Workers Compensation coverage. It is about Employers Liability
or the Stop Gap Liability coverage on this part of the underlying policy. Umbrella coverage does
not apply to Workers Compensation coverage, since the benefits are set by each state.
However, there are limits for Employers Liability coverage and, as a result, a need for Umbrella
coverage above those limits.

Killiam is particularly interested in the Commercial Umbrella Policy. Since they do such a
good job of requiring the subcontractors to carry high limits of insurance, do they really need to
carry an umbrella? Paul wants to spend his insurance dollar wisely so he wants to know whether
umbrella coverage is really needed for his type of operation.

James reminds Paul of the various named insureds on the policy, the auto exposure and the
potential for lapses in the subcontractor’s policy, plus the completed operations and supervisory
exposures. Paul realizes that he has been shortsighted in considering the loss potentials.

BUSINESS AUTO DRIVER INFORMATION
List the names of the applicant’s drivers who maintain a Commercial Driver’s License (CDL).

Are any of the applicant’s officers, partners, or employees furnished an automobile for their
personal use? Yes __No

Do individuals with an automobile furnished by the applicant purchase automobile insurance
on autos they own personally? Yes _ No

Why?

Individuals supplied with a company vehicle but who do not carry Personal Auto insurance
coverage could be surprised by gaps in coverage if a loss occurs.

Does the applicant use its own vehicles to tow special equipment such as air compressors or
concrete mixers? Yes __ No

Are any of the applicant’s automobiles used in parades or other events? Yes __ No

Are any of the applicant’s vehicles laid up and out of service for more than 30 consecutive
days or more due to seasonal operations? _ Yes __ No

Why?

Vehicles driven on a seasonal basis may receive a credit for the months that they are not
used.
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If the applicant uses subcontractors, are procedures in place to monitor receiving certificates
of insurance on a timely basis? Yes __ No No subcontractors

If yes, describe.
Why?

Without a certificate of insurance from the subcontractor, a contractor could be responsible
for a subcontractor using his own vehicle on the contractor's project. The use of rating symbol 1
could cause a particular problem in such a situation.

Are any of the applicant’s automobiles equipped with cellular telephones, two-way radios,
citizens band radios or similar devices? Yes __ No

If yes, describe. Attach a separate sheet, if necessary

Vehicle Unit # Type of device Actual cash value of device

Why?

These devices are generally excluded from coverage. If coverage is needed, it must be
added by an endorsement that includes the full description and value of the devices.

How many automobiles are parked at each location overnight?
Location address: ___ Number of vehicles at the location: _
Total value of all vehicles at the location:

Describe lot protection at each location.

Why?

This is a risk management aid. Keeping all vehicles at one place creates the potential for a
catastrophic (i.e. tornado or fire) loss. This also affects any recommendations regarding the
need for comprehensive coverage and the type and amount of any deductible.

Does the applicant lease or rent vehicles with operators to others? ___ Yes __No

Does the applicant lease or rent vehicles without operators to others?_Yes __ No

Does the applicant travel to Canada or Mexico? Yes No Do the
applicant’s vehicles have theft alarms? Yes __ No
Why?

The Business Auto Policy (BAP) does not provide coverage in Mexico. An endorsement is
available for limited coverage but a policy provided by a Mexican company is preferred when
there is regular travel in Mexico. Canada is part of the BAP coverage territory but for regular
travel a Canadian policy should be considered due to differences in financial responsibility laws.
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Do employees take company trucks home? __ Yes __No If yes, answer the following:
Is the employee allowed to use the applicant’s vehicle for personal use?___ Yes __ No
Are other family members permitted to use the applicant’s vehicle?____ Yes __ No
Explain when an employee may take a truck home.

Why?

This common practice can add considerable exposure to the Business Auto Policy. A Motor
Vehicle Report (MVR) should be obtained for each family member since any member of the
household could drive the vehicle.

Does the applicant's equipment exceed the standard width and require 'oversize'
designation? Yes __ No

If yes, describe the precautions taken to prevent damage to others.
Why?

Damage caused by contractors’ equipment being transported is covered under the BAP
policy. The applicant must take appropriate steps such as notifying local authorities, obtaining
permits, using escort vehicles and other precautions required by local authorities. In addition,
the contractor must be aware of narrow roads, low bridges and other obstructions to safely
moving the equipment to its destination.

Does the applicant supply vehicles to subcontractors? _ Yes __ No
If yes, identify the contractual restrictions of use placed on the subcontractor.
Why?

MVRs must be ordered on all subcontractor employees who drive the applicant’s vehicles.
There should be a written agreement of when the vehicles may be used. If these drivers are
permitted to take vehicles home, questions about the actual relationship between the contractor
and the subcontractor should be raised.

HIRED / BORROWED AUTO
Is the applicant required to provide the primary coverage for any hired or borrowed vehicles?

Yes __ No

If yes, answer the following:
Will the applicant hire or borrow the same vehicle for more than six months?

Yes __ No

Note: If yes, the auto should be covered in the same manner as an owned vehicle is
covered.
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Does an employee of the applicant own the vehicle? __ Yes __ No

Does the applicant’s employee hire the vehicle in his or her own name to perform the
applicant’s business? Yes __ No

List the states where the applicant may hire or borrow vehicles. Provide the estimated
annual cost (enter "if any" if unknown). State: Estimated cost:

Does the applicant require hired auto physical damage coverage? __ Yes __ No Does the
applicant hire vehicles with drivers? _Yes __ No

Describe the types of vehicles the applicant hires or borrows and the reason(s) why the
applicant hires or borrows them.

Does the applicant hire vehicles for employees when a job site is at a distance from the
office? Yes __ No

If yes, answer the following:

What types of vehicles does the applicant hire?

Who does the applicant allow to drive the vehicles?

Are the applicant’s employees permitted to use the vehicles for personal use?
___Yes_No
Why?

Contractors doing jobs outside of the local radius area may hire vehicles for certain
employees for the duration of those jobs. This exposure must be fully evaluated. The insured
and employee should review the vehicle rental/leasing contracts to understand any use
restrictions and any responsibilities assumed by the employee.

Employees are not on duty 24 hours a day — even at distant job sites. Workers must be
aware of vehicle use restrictions and abide by them. Family member use of one these vehicles
could result in an uncovered loss.

NON-OWNED

What is the total number of employees at all locations?

If the applicant is a partnership, what is the total number of active and inactive partners?
What percentage of employees regularly use their own vehicles in the applicants’ business?

Does the applicant want to have employees covered as insureds when they are using their
automobiles for the applicant’s business? __ Yes __ No

Do the applicant’s employees use their personal vehicles to provide "on demand" deliveries
to homes and/or businesses? Yes __ No

What is the minimum, average, and maximum distance between the office and the job site?
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__ Minimum ____ Average ___ Maximum

WORKERS COMPENSATION

List all states where the applicant expects to work during the next twelve (12) months.
Why?

Workers compensation laws vary by state, so knowing where employees are working, or
where they are expected to be working during the policy period, is important.

Does the applicant perform operations on public works projects outside of the United States?
___Yes_No

If yes, describe such public works projects.

Note: Consider completing the Foreign Operations Supplement.

Does the applicant perform operations on docks, piers, wharves, etc. that are on navigable
waters? Yes __ No

If yes, describe such operations.

Note: Consider completing the Longshore and Harbor Workers Compensation Act and
Maritime Coverages Questionnaire.

Does the applicant perform any work on barges, vessels, or bridges that span navigable
waters? Yes __ No

Note: If yes, consider completing the Longshore and Harbor Workers Compensation Act and
Maritime Coverages Questionnaire.

Why?

Working over water may subject an insured to the United States Longshore and
Harborworkers Act. Its benefits are dramatically higher than normal state benefit levels.

Does the applicant perform operations on fixed platforms on the outer continental shelf?
___Yes_No

If yes, answer the following:

What is the closest governing state? Where is the work located?
Describe type of work.

Note: The Outer Continental Shelf Lands Act extends the Longshore and Harbor Workers
Compensation Act to apply to employees who work on fixed platforms on outer continental
shelves. Consider completing the Longshore and Harbor Workers Compensation Act and
Maritime Coverages Questionnaire.

Does the applicant perform operations on U.S. defense bases? Yes __No
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If yes, describe such operations.

Note: Consider completing the Defense Base Act and Federal Employers Liability Act
Coverages Questionnaire.

Does the applicant perform operations in monopolistic workers compensation states?

Yes __ No

Note: If yes, consider completing the Employer’s Liability - Stop Gap Questionnaire.
Why?

Employees working, or operations performed, in a monopolistic state must be covered under
that state’s Workers Compensation plan or arrangement. Employers Liability coverage must be
written as a separate coverage in monopolistic states.

Does the applicant own or jointly own, operate or lease aircraft and/or watercraft?

Yes __ No

Note: Consider completing the Aircraft Ownership Supplement if the applicant has an aircraft
exposure. Consider completing the Ship or Boat Ownership Supplement if the applicant has a
watercraft exposure.

EMPLOYEES

Does the applicant employ migrant laborers? ____ Yes No

If yes, describe the operation, the duties they perform, and the duration of their employment.
Type of operation:

Job duties performed by migrant employees:

Number of days migrant workers are employed:

Do any of the applicant’s employees travel outside the United States to work?

Yes __ No

If yes, identify the countries involved and indicate the average length of time they are out of
country.

Note: If yes, consider completing the Foreign Operations Supplement.

Are any of the applicant’s employees considered exempt from workers compensation
statutes in the jurisdiction where they work? Yes __ No

If yes, identify the types of employees and the jurisdiction where they are exempt.
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Why?

Not all employees are required to be covered by workers compensation. Each state has
exemptions for certain occupations. However, when a worker is not subject to the workers
compensation laws, the employer loses the lawsuit protections under that law. An employer may
have a significant coverage gap if an employee is not included under the Workers
Compensation coverage since the Commercial General Liability coverage excludes all
employees whether they are eligible for Workers Compensation coverage or not.

Do any of the applicant’s employees telecommute or otherwise work out of their homes?

Yes __ No

If yes, describe the employees’ job functions and the applicant’s safety procedures for those
employees.

Why?

Workers Compensation coverage is not meant to be a 24-hour disability and health care
product for employees who work from their homes. The employer should have rules and
guidelines for home working situations so that work-and non-work-related injuries sustained at
home can be separated.

Does the applicant employ persons from a day labor pool? ___ Yes __No
Why?

When the insured employs day laborers, quality control and consistency is lacking. New
employees are more likely to have accidents, since they are unaware of proper procedures. If
day laborers are used, the jobs should be easy to understand, clearly defined and well
supervised.

If the jobsite is at a distance from the office, what percentage of the labor is local and what
percentage is from the applicant's normal full-time labor force? ___ % Local % Full time

Why?

Many contractors use their supervisors to oversee distant jobsites but they employ local
workers to do the job. Temporary, local workers are less familiar with company safety
procedures. Supervision and training is vital in preventing injuries to these temporary
employees.

MANAGEMENT
Does the applicant obtain work permits as local, state, or federal statutes require?
Yes __ No

Does the applicant have an organizational policy that specifies the maximum number of key
employees who may travel together? Yes __ No
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If yes, attach a copy of the organizational policy.
Why?
The potential of losing several key employees in a single accident creates a significant

Workers Compensation exposure. Such a loss would also negatively impact the ability of the
company to continue operations.

If the applicant employs subcontractors, how does it monitor their certificates of insurance
and ensure that it receives them on a timely basis?

Why?
If a subcontractor does not have Workers Compensation insurance, the organization that

hires that subcontractor will be held responsible for injuries to any subcontractor employee
injured during his or her work for the hiring organization.

Are all of the applicant’s machinery and equipment properly guarded and secured?

Yes No

Does the applicant train employees before they operate any machinery and equipment?

Yes __ No

Does the applicant train employees in the proper way to clean machinery and equipment?

Yes __ No

If the answer to the training questions above is yes, attach a copy of the applicant’s training
manual plus the documentation it uses to ensure that the training is appropriate.

Why?

Training is the key to effective loss prevention in workers compensation. There should be a
training program manual that outlines the proper use of all equipment. Employees should be
trained and supervised before they begin working with any equipment.

Are the doors on all walk-in freezers, cold storage boxes, and other automatic locking

storage area equipped with a pass-type latch that can be opened from the inside?
Yes __ No

Are first aid kits provided? __ Yes __ No

Is at least one employee (on duty) trained in administering first aid? __ Yes __ No
Is at least one person at each job site trained in firstaid? __ Yes __ No

Why?

Prompt first aid treatment can mean the difference between life and death. Jobsite
supervision should include first aid training, especially when dealing with electrical injuries.
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Killiam employs 20 at the jobsites and three in the office plus the three officers. They will hire
day laborers when a job is behind or when employees do not show up. All subcontractors are
required to carry workers compensation on their employees and produce a certificate of
insurance verifying coverage.

They are currently working on a bid for a job that will require a small walking bridge that links
a stationary riverboat to an office complex and want to know if that will affect their Workers
Compensation coverage and premium.

SURETY BOND REQUIREMENTS

Does the applicant provide a retirement benefit(s) for its employees? _ Yes __No If yes,
describe the retirement benefit(s) the applicant provides.

Is the applicant required to obtain licenses or permits? _ Yes __No If yes, describe the types
needed.

Does the applicant file the required bonds for the retirement plan and/or the licenses or
permits? Yes __ No

Why?

General contractors are responsible for licenses and permits at a jobsite. Many
governmental entities will require a license or permit bond to be issued in order to guarantee
that the conditions of the license or permit issued by that entity are met.

Is the applicant financially responsible for others? __ Yes __ No

If yes, describe the relationship and the applicant’s responsibility.

Does the applicant bid for jobs? _ Yes __ No If yes, describe the type of jobs.
Why?

Contractors bidding on jobs are generally required to provide a bid bond. These bonds are a
guarantee that the contractor will be able to provide a performance bond if the bid is successful.
These bonds are normally provided by the performance bond surety at no cost.

Is the applicant required to guarantee payment for labor and supplies? Yes __ No
If yes, describe the type of exposure.
Why?

A labor and supplies bond may be part of the performance bond or separate. It guarantees
that those who supply labor and supplies will be paid by the contractor and the owner will not be
left with unpaid bills after a job is complete.

Is the applicant required to guarantee that a given construction project will be completed?

Yes __ No
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If yes, describe the construction project.
Why?

A performance bond guarantees that the contractor will fulfill the terms of the contract bid.
This bond is a three party contract between the surety, the project owner and the contractor.
Most governmental entities require a performance bond and many private owners also want
such a guarantee.

Is the applicant required to guarantee its ability to supply goods and services?

Yes No

If yes, what are the goods and services?

A major complaint at Killiam Contractors is the license and permit procedure. Although they
are located in a large suburb, they have jobs in a number of surrounding municipalities and
each one seems to have their own unique license and permit requirements. They want to make
sure that James can supply the necessary bonds in a streamlined manner. If James can’t do the
bonds, they cannot deal with him. Killiam has been successful in working with the state on some
office building construction. Since these jobs require bid and performance bonds, James must
have the bond capabilities.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

& Cold Call Script for General Contractors
1. Introduction & Permission

* Agent:
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https://wayground.com/join?gc=37096042
https://wayground.com/join?gc=37554794

“Hi, this is [Your Name] with [Agency Name]. | work with general contractors here in [local
area] to help protect their projects and crews. Did | catch you at a decent time?”

(If yes, continue. If no, politely ask for a better time.)
2. Positioning Statement
+  Agent:

“The reason I'm reaching out is that many contractors | talk to are dealing with rising
insurance costs, subcontractor liability issues, and making sure their coverage keeps up with
changing project requirements. | specialize in contractor insurance programs—general liability,
workers’ comp, builder’s risk, and bonding—so | wanted to introduce myself as a resource.”

3. Engagement Question (Pain Point Discovery)
+  Agent:

“When you think about your current insurance setup, what's the biggest challenge you run
into—cost, coverage gaps, or the way claims are handled?”

(Listen carefully—this is where you uncover their priorities.)
4. Value Hook
+  Agent:

“That makes sense. What | do for contractors like you is review their policies to make sure
they’re not overpaying for coverage they don’t need, while also closing gaps that could leave
them exposed—Ilike subcontractor agreements, additional insured endorsements, or coverage
for tools and equipment on job sites.”

5. Soft Close (Next Step)
* Agent:

“I'd love to stop by for 15 minutes, learn a little more about your operation, and share a quick
contractor risk checklist | use to spot common coverage gaps. Would [Day/Time] work for you,
or is there a better time?”

6. Polite Exit if Not Interested
+  Agent:

“No problem at all—I appreciate your time today. If it’s okay, I'll send you my contact info so
you have it handy in case your needs change down the road.”

&, Tips for Delivery
¢ Keep tone confident, consultative, and respectful of their time.

* Use industry-specific terms (builder’s risk, subcontractor liability, wrap-up
programs, additional insured endorsements) to show expertise.
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* Always listen more than you talk—the script is a guide, not a lecture.

* Have a leave-behind resource (contractor risk checklist, one-pager, or case study)
to add value and position yourself as a trusted advisor.
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How to insure Lumber Companies
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The logging and forestry industry is a powerhouse, driving economic growth and sustaining
communities. However, it's not without its challenges. From machinery failures to on-site
accidents, the unpredictable nature of logging operations can put your business at serious risk.
That's why having robust logging insurance is not just an option—it's a necessity.

Why Logging Insurance Matters

Logging insurance is specifically tailored to safeguard your business against a myriad of
risks inherent in the forestry sector. It provides a safety net, allowing you to focus on what you
do best: driving your business forward. Without the right coverage, the financial repercussions
of unforeseen events could halt your operations and threaten your livelihood.

Our Customized Approach

Our logging insurance solutions are designed with your unique needs in mind. We don't just
stop at providing coverage; we go the extra mile. Our dedicated team works year-round to help
mitigate risks, manage claims, and minimize losses. This way, you can concentrate on growing
your business without the constant worry of financial setbacks.

What Does Logging Insurance Cover?

Logging insurance encompasses a wide range of protections, tailored to meet the specific
risks associated with your operations. Here’s a look at the essential coverages your logging
business might need:

General Liability Insurance: This foundational coverage protects you from claims related to
bodily injury, property damage, or personal injury that may occur due to your business activities.
From medical costs to legal fees, general liability insurance keeps your finances intact during
challenging times.

Workers’ Compensation: With the inherent risks in logging, workers’ compensation is vital.
It ensures that employees receive medical care and lost wages if they suffer work-related
injuries, protecting both your workforce and your business from lawsuits.

Commercial Property Insurance: Your physical assets — buildings, equipment, and
inventory — are crucial to your operations. This insurance guards against risks like theft,
vandalism, and natural disasters, ensuring you're never left in a lurch.

Forestry and Logging Equipment Insurance: Your machinery is your lifeline, and
equipment breakdown can lead to costly downtime. This specialized coverage protects your
essential tools and machinery, allowing you to maintain operations with minimal interruption.

Commercial Auto Insurance: Whether transporting logs or equipment, you need protection
for your vehicles. This coverage safeguards against vehicle damage and third-party liability,
helping ensure your fleet is always ready to roll.

Umbrella (Excess Liability) Insurance: Go beyond the basics with umbrella insurance,
which provides additional coverage when claims exceed the limits of your other policies. This is
especially crucial in an industry fraught with high risks.
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Specialized Bonds: Timber bonds assure landowners that contracts will be fulfilled,
enhancing your reputation and trustworthiness in the industry.

Tailored Coverage for Every Forestry Business

The forestry sector is vast and varied—whether you're involved in lumbering, sawmilling,
paper production, or wood flooring, your insurance needs are unique. We cater to a wide range
of operations, including:

e Lumber and Wood Manufacturing

e Pulp and Paper Mills

o Commercial Logging Operations

e Furniture and Cabinet Makers

e Wood Recycling and Pallet Companies

Streamline Your Insurance with Commercial Packages

Navigating the complex world of forestry insurance can feel overwhelming, but it doesn't
have to be. Consider a customized commercial insurance package that combines multiple
coverages into one streamlined policy. This approach not only simplifies management but can
also lead to cost savings.

Understanding the Cost of Insurance
When considering logging insurance, the costs can vary significantly based on:

e Coverage scope and types

e Size and nature of the logging operation

e Geographical risks

e Business history

e Workforce skill levels

e Specific risks associated with your activities

Partnering with an experienced logging insurance agent can help you navigate these
variables and secure the best coverage at competitive rates.

Protect Your Future Today

In the logging industry, the stakes are high, and the risks are real. Don’t leave your business
vulnerable to unforeseen events. With the right logging insurance, you can cultivate peace of
mind, ensuring your business continues to thrive in the face of adversity. Contact us today to
discover how we can tailor a logging insurance plan that fits your needs and secures your
future.

Decoding Logging Insurance Applications: A Comprehensive Guide for Agents

Description: This ebook serves as a thorough guide that demystifies the complexities of
logging insurance applications. It breaks down each section of the application process, provides
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real-world examples, and highlights common pitfalls to avoid. Agents will learn how to effectively
gather necessary information and present it in a way that meets insurers’ requirements.

Why It's Good: By offering clear, actionable insights, this book will empower agents to
streamline their process, reduce errors, and increase their confidence when dealing with logging
insurance applications. It positions itself as an essential resource in a niche market.

Chapter 1: Introduction

In an age where information is both a commodity and a necessity, the logging industry
stands at a unique crossroads where risk management, compliance, and operational efficiency
coalesce. Logging companies and professionals face numerous risks ranging from
environmental hazards to equipment malfunctions. In this landscape, understanding logging
insurance applications becomes paramount. This ebook aims to demystify the intricacies of
logging insurance applications, providing a thorough overview of their purpose, the target
audience, and the critical significance of accuracy and clarity in crafting these documents.

Overview of the Ebook's Purpose

This ebook serves as a comprehensive guide to logging insurance applications, elucidating
the process for both seasoned professionals and newcomers alike. It explores various types of
insurance available to logging companies, including general liability, workers' compensation,
and equipment insurance. By breaking down the complexities inherent in logging insurance
applications, this guide aims to empower industry stakeholders to navigate the application
process with confidence and clarity.

The purpose of this ebook extends beyond mere education; it seeks to foster a deeper
understanding of the interplay between risk management and the insurance landscape.
Readers will learn about the essential components of an insurance application, the common
pitfalls to avoid, and best practices for presenting an accurate portrayal of their operations. This
knowledge is vital for ensuring that logging companies can secure appropriate coverage tailored
to their specific needs and risks.

Target Audience

The primary audience for this ebook includes logging company owners, insurance agents,
risk managers, and industry stakeholders. Logging professionals, whether they are at the helm
of a small operation or part of a larger enterprise, will find value in understanding how to
effectively communicate their business models and risk profiles to insurers. Additionally,
insurance agents who specialize in serving the logging industry will benefit from the insights
provided herein, as this ebook will enhance their knowledge of the particular challenges and
requirements inherent in logging insurance applications.

Furthermore, this resource will appeal to students and trainees in forestry management,
environmental science, and insurance studies, as it provides foundational knowledge that
connects theoretical concepts to real-world applications. By equipping these individuals with a
solid understanding of logging insurance applications, we hope to inspire a new generation of
professionals dedicated to responsible logging practices and effective risk management.
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The Significance of Understanding Logging Insurance Applications

Understanding logging insurance applications is not merely a bureaucratic necessity; it is a
fundamental competency that can significantly impact a logging company’s operational viability.
The logging industry is fraught with unique risks, including but not limited to accidents, natural
disasters, and liability claims. An inadequately filled insurance application can lead to insufficient
coverage, uninsured losses, or, in the worst-case scenario, policy cancelations when claims
arise. The financial and reputational ramifications of these outcomes can be devastating.

Moreover, insurance applications serve as a critical communication tool between logging
companies and insurers. These documents provide insurers with critical information about a
company's operations, risk management practices, and mitigation strategies. An accurate and
comprehensive application not only reflects the nature of the business but also demonstrates
the applicant's commitment to safety and compliance. In essence, a well-prepared application
can facilitate better relationships with insurers, potentially leading to more favorable premiums
and terms.

The Importance of Accuracy and Clarity in Insurance Applications

Accuracy and clarity are two pillars upon which successful insurance applications are built.
Insurers rely heavily on the information provided within these documents to assess risk and
determine suitable policy conditions. Inaccurate or unclear information can lead to
misinterpretations, resulting in coverage gaps or inflated premiums. A lack of clarity may also
prompt additional queries from insurers, prolonging the application process and creating
frustration for all parties involved.

For instance, a logging company that operates in multiple states may face different
regulations and associated risks in each location. If these nuances are not clearly articulated in
the application, the insurer may underestimate the risk profile of the business, leading to
inadequate coverage or, conversely, overestimate the risk, resulting in unnecessarily high
premiums. Clarity in documenting operational procedures, safety measures, and historical
claims experiences can paint a more accurate picture of the company’s risk profile and
operational reliability.

Additionally, a well-structured insurance application fosters a sense of professionalism and
credibility. Insurers are more likely to view companies that demonstrate a thorough
understanding of their operations and associated risks as trustworthy clients. This perception
can result in more favorable insurance terms, including lower premiums and broader coverage
options.

In summary, the significance of understanding logging insurance applications cannot be
overstated. This ebook endeavors to equip readers with the knowledge necessary to navigate
the complexities of insurance applications in the logging industry. By emphasizing the
importance of accuracy and clarity, we aim to facilitate better outcomes for logging companies,
leading to enhanced risk management and operational success. Understanding logging
insurance applications is a vital step in safeguarding the future of the industry, ensuring that
logging operations can mitigate risks effectively while maintaining financial viability.
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Chapter 2: Understanding Logging Insurance

Logging, one of the most essential sectors of the natural resource industry, involves the
extraction of timber and wood products from forests. While vital to economies and communities,
this industry also faces numerous risks that can severely impact businesses if not properly
managed. This is where logging insurance becomes indispensable. Defined as a specialized
form of insurance tailored to the unique risks associated with logging operations, logging
insurance provides crucial financial protection for businesses involved in timber harvesting and
forestry services.

The Importance of Logging Insurance

The importance of logging insurance cannot be overstated. The logging industry is fraught
with inherent risks, including equipment damage, accidents, environmental hazards, and liability
claims from third parties. A single incident—such as a logging accident resulting in injury or
damage to property—can financially devastate a small logging business. Logging insurance not
only provides a safety net against these potential losses but also fosters a secure operating
environment conducive to business growth and sustainability. In essence, logging insurance
acts as a shield, protecting both the financial interests of logging enterprises and the livelihoods
of those they employ.

Types of Coverage Available
1. Liability Insurance

Liability insurance is a cornerstone of logging insurance. It protects businesses from claims
arising due to bodily injury or property damage caused by operations. For instance, if a third
party is injured on a job site or if logging activities inadvertently damage a neighbor's property,
liability insurance can cover legal costs, settlements, and judgments. Given the often hazardous
nature of logging, robust liability coverage is not just a wise investment; it is often a contractual
requirement imposed by clients or landowners.

Two common types of liability insurance relevant to the logging industry are:

General Liability Insurance: This covers basic liabilities and is essential for any business.
It protects against claims of bodily injury, property damage, and personal injury associated with
business operations.

Pollution Liability Insurance: Given the environmental nature of logging, this coverage is
particularly pertinent. It protects against claims arising from pollution incidents, such as oil spills
or chemical runoff, which could significantly harm the environment and expose the business to
legal liabilities.

2. Property Insurance

Property insurance is another critical component of logging insurance. This type of coverage
protects the physical assets of a logging business, including equipment, machinery, and
buildings. Logging operations often rely on expensive machinery like feller bunchers, skidders,
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and saws; damage or loss of these assets can halt operations and lead to substantial financial
loss.

Property insurance typically includes:

Commercial Property Insurance: This covers buildings, machinery, and equipment against
risks such as fire, theft, vandalism, and severe weather events.

Inland Marine Insurance: Given that logging equipment is often transported to various job
sites, this coverage protects equipment while in transit, ensuring that businesses are not left
vulnerable during transportation.

3. Workers' Compensation Insurance

Workers' compensation insurance is mandated in many jurisdictions and provides essential
coverage for employees injured on the job. Logging is one of the most dangerous professions,
with high rates of injuries ranging from minor cuts to severe accidents. Workers' compensation
insurance not only covers medical expenses for injured workers but also compensates for lost
wages and provides rehabilitation services.

This coverage is important for several reasons:

Legal Compliance: Most states require businesses to carry workers' compensation
insurance, ensuring that injured employees receive appropriate care and compensation.

Employee Morale: Providing workers' compensation can enhance employee morale and
trust in the employer, knowing they are protected in case of an accident.

Risk Mitigation: Understanding that they are covered may prompt employees to work more
safely, thus reducing the overall risk of workplace accidents.

Impact on the Application Process

The types of coverage a logging business chooses can significantly impact the insurance
application process. Insurers assess risk based on the coverage provided and the specific
operations of the business. A business that opts for comprehensive liability, property, and
workers' compensation coverage may experience a smoother application process, as it
demonstrates a commitment to risk management and safety.

Key factors during this process include:

Business Operations: Insurers will review the specifics of the logging operations, including
the types of machinery used, job site locations, and safety protocols. A thorough understanding
of these elements will determine coverage needs and potential premium costs.

Claims History: A history of previous claims can influence the insurer’s assessment.
Businesses with a poor claims history may face higher premiums or stricter coverage limits.

Safety Measures: Companies that implement robust safety measures, such as employee
training programs and regular equipment maintenance, are often viewed more favorably by
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insurers. This proactive approach not only reduces risk but can also lead to discounts on
premiums.

Geographic Location: The location of logging operations can also affect insurance
applications. Areas prone to natural disasters or with higher crime rates may result in higher
premiums or more specific coverage requirements.

In summary, logging insurance serves as a vital tool for businesses in the logging industry,
providing essential protection against various risks inherent in the field. Understanding the
available coverage options—liability, property, and workers' compensation—equips logging
companies to make informed decisions that can influence their risk profiles and insurance
application processes. As logging operations continue to play a crucial role in economies
worldwide, awareness and effective management of insurance needs will remain a priority for
business sustainability and success.

Chapter 3: The Structure of a Logging Insurance Application

The process of obtaining insurance coverage for logging operations involves a detailed
application that serves as the foundation for assessing risk and determining appropriate
coverage. A logging insurance application typically consists of several sections, each designed
to capture critical information about the applicant’s business, operational practices, safety
measures, and past claims. This chapter breaks down the typical sections of a logging
insurance application, elucidating their purpose and significance in the underwriting process.

1. Applicant's Information

The first section of the application captures essential information about the applicant. This
typically includes:

Business Name: The legal name of the logging company.

Contact Information: Address, phone number, and email address for primary contacts
within the business.

Business Structure: Identifying whether the business is a sole proprietorship, partnership,
corporation, or LLC. This information is vital for understanding liability issues and corporate
structure.

Years in Business: This detail provides insurers with insights into the applicant’s
experience and stability within the logging industry.

Federal Employer Identification Number (EIN): This unique identifier helps in verifying the
business's legitimacy and tax status.

The purpose of this section is to establish a clear identity for the applicant, helping insurers
assess the risk associated with the business based on its size, structure, and operational
history.

2. Business Operations
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The business operations section focuses on the specific logging activities the applicant
engages in. This includes:

Type of Logging Operations: Description of the logging practices used (e.g., clear-cutting,
selective harvesting, etc.) and the types of timber harvested.

Equipment List: A detailed inventory of logging equipment, such as feller bunchers,
skidders, and chippers, including age and condition of the equipment.

Annual Revenue and Payroll: Financial figures that provide a snapshot of the business's
size and economic footprint within the industry.

Location of Operations: Geographical areas where logging activities take place; this is
essential for assessing environmental and regulatory risks.

Subcontracting Practices: Information regarding the use of subcontractors, including how
these relationships are managed and insured.

This section helps insurers evaluate operational risks associated with the logging business,
including environmental factors, equipment risks, and reliance on subcontractors.

3. Safety Protocols

Safety protocols are a critical component of the logging industry, where operations often
occur in hazardous environments. This section covers:

Safety Training Programs: Description of any employee training programs related to
safety, including frequency and content.

Personal Protective Equipment (PPE): Information about the PPE provided to workers
and adherence to safety regulations.

Accident Prevention Measures: Specific practices implemented to minimize the risk of
accidents, such as machinery maintenance schedules and hazard assessments.

Emergency Response Plans: Details about protocols in place to respond to accidents,
including first aid training and emergency contacts.

The purpose of the safety protocols section is to assess the commitment of the logging
business to maintaining a safe working environment. Insurers place a premium on businesses
that prioritize safety, as this reduces the likelihood of claims and mitigates potential losses.

4. Claims History

The claims history section delves into the applicant’s past insurance claims, which is a
crucial element for underwriting decisions. This part typically includes:

Previous Claims: A summary of any claims made in the past five to ten years, including
dates, types of claims (e.g., workers' compensation, equipment damage), and the outcomes.
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Loss History: Detailed information about the loss amounts associated with each claim and
how they were resolved.

Preventative Measures Taken: Any actions taken post-claims to mitigate future risks, such
as changes in operational procedures or enhancements to safety protocols.

Understanding a logging company’s claims history allows insurers to gauge the risk profile of
the applicant. A history of frequent or severe claims may indicate a higher risk, leading to
increased premiums or, in some cases, denial of coverage.

5. Additional Coverage Needs

In some applications, there may be a section dedicated to additional coverage needs that
the applicant may require. This can include:

Liability Coverage: Information on any additional liability insurance desired, such as
general liability, pollution liability, or professional liability.

Property Coverage: Details about coverage for equipment, materials, and other physical
assets.

Business Interruption Insurance: Interest in coverage that protects against income loss
due to unforeseen events affecting operations.

This section allows applicants to express their unique insurance needs, enabling insurers to
tailor coverage options specifically suited to the business's requirements.

Sample Application Layout

Below is a simplified sample layout of a logging insurance application to illustrate how these
sections may be organized.

--- Logging Insurance Application
1. Applicant's Information
Business Name:

Contact Name:

Address:

Phone: _

Email: _

Business Structure: _

Years in Business: _

EIN:

2. Business Operations
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Type of Operations: _

Equipment List: _

Annual Revenue: _

Payroll: _

Location of Operations: _
Subcontracting Practices: _

3. Safety Protocols

Safety Training Programs: _

PPE Provided: _

Accident Prevention Measures: _
Emergency Response Plans: _
4. Claims History

Previous Claims: _

Loss History: _

Preventative Measures Taken: _
5. Additional Coverage Needs
Liability Coverage: _

Property Coverage: _

Business Interruption Insurance: _

The logging insurance application serves as a comprehensive tool for insurers to evaluate
risk, understand the operational landscape, and tailor coverage options to meet the specific
needs of logging businesses. Each section is designed to capture relevant information that
reflects the complexities and challenges inherent in the logging industry, ensuring that both the
insurer and the applicant can engage in a mutually beneficial relationship grounded in
transparency and risk management.

Chapter 4: Gathering Essential Information

In the realm of agency work, whether in real estate, insurance, legal, or any other client-
focused profession, the foundation of a successful relationship lies in the information gathered
from clients. Collecting essential information not only helps agents understand their clients'
needs but also facilitates the development of tailored solutions that align with those needs. This
chapter provides guidance on the types of information agents should collect, effective methods
for gathering this information, and strategies to ensure accuracy and completeness.
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Types of Information to Collect

The types of information needed can vary dramatically depending on the nature of the
agency work. However, several fundamental categories are universally applicable:

Personal Information: Basic details such as name, contact information, date of birth, and,
when relevant, social security numbers or tax identification numbers form the backbone of any
client file.

Financial Information: Understanding a client’s financial situation is crucial, particularly in
sectors like real estate or financial services. Agents should gather information about income,
assets, liabilities, credit scores, and any pertinent financial documents.

Demographic Information: Data on clients' demographics—such as occupation, education
level, marital status, and dependents—can provide insights into their preferences and needs.

Goals and Objectives: Clients’ motivations for seeking services are paramount. Agents
should inquire about short-term and long-term goals, desired outcomes, and any specific
preferences or requirements.

Current Situation: Understanding the client's existing circumstances, including their current
assets, liabilities, and any ongoing contracts or obligations, provides context and assists in
formulating effective solutions.

Prior Experiences: Knowledge of previous experiences with similar services—positive or
negative—can inform agents about what to prioritize or avoid in future interactions.

Effective Methods for Information Gathering
Interviews

Interviews are a powerful tool for gathering information as they allow agents to engage with
clients in real-time, fostering a dialogue that can yield valuable insights. Here are some best
practices for conducting effective interviews:

Prepare Open-Ended Questions: Aim for questions that encourage expansive answers,
rather than simple yes or no responses. For example, instead of asking, “Are you satisfied with
your current insurance?” consider, “What aspects of your current insurance coverage are you
most satisfied or dissatisfied with?”

Establish Rapport: Building a relationship is key. Begin with light conversation to make
clients comfortable. This openness can lead to richer, more candid responses.

Active Listening: Pay attention not only to what clients say but also to non-verbal cues.
Demonstrating genuine interest can encourage clients to share more information.

Follow-Up Questions: Don’t hesitate to delve deeper when clients provide intriguing
answers. Follow-up questions can uncover underlying motivations or concerns that might not be
immediately apparent.

Questionnaires
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Questionnaires, whether in paper format or electronic, offer a systematic means of gathering
information. They can be particularly useful for collecting demographic and financial data. Here’s
how to optimize their effectiveness:

Clarity and Conciseness: Questions should be straightforward and easy to understand.
Avoid jargon and ensure that each question serves a clear purpose.

Logical Flow: Organize questions in a logical sequence, grouping similar topics together.
This helps clients stay engaged and makes the process smoother.

Rating Scales: Incorporating rating scales can provide quantitative insights into clients’
preferences or satisfaction levels while offering a quick way to analyze responses.

Optional Comments Section: Providing a space for clients to elaborate on their answers
allows for additional context that might be crucial for understanding their needs.

Documentation Requests

Requesting documentation is often essential for substantiating the information provided by
clients. Effective management of this process is crucial:

Specify Required Documents: Clearly outline what documents are necessary, such as tax
returns, bank statements, or proof of identity. A checklist can be particularly helpful.

Set Deadlines: Establish reasonable timelines for submission to keep the process moving
and maintain client engagement.

Offer Assistance: Some clients may struggle with gathering the required documents.
Offering assistance or guidance can foster goodwill and ensure a smoother process.

Ensuring Accuracy and Completeness

Collecting information is only half the battle; ensuring its accuracy and completeness is
equally critical. Here are some strategies to uphold these standards:

Verify Information: Cross-check critical data against official documentation or third-party
sources. This step is especially important for financial information and personal identification.

Summarize and Confirm: After gathering information, summarize the key points back to the
client for confirmation. This not only enhances accuracy but also reassures clients that their
needs are understood.

Maintain Records: Keep detailed notes and records of all interactions, including the
information provided. This documentation serves as a valuable reference and can help prevent
misunderstandings.

Regular Updates: Encourage clients to update their information periodically. Life changes,
such as marriage, divorce, or job changes, can significantly alter clients’ needs and
circumstances.

Page 108 of 470



Create a Feedback Loop: Foster an environment where clients feel comfortable providing
feedback on their experiences. This can highlight areas where the information gathering
process can improve, ensuring it remains relevant and effective.

In conclusion, effective information gathering is the bedrock of a successful client-agent
relationship. By understanding the types of information required, utilizing diverse methods of
collection, and ensuring accuracy and completeness, agents can create a strong foundation for
delivering tailored services that meet clients' needs.

Chapter 5: Common Pitfalls in the Application Process

The application process for any significant undertaking—be it for insurance, grants, or
permits—demands meticulous attention to detail. Even minor oversights can lead to significant
setbacks, rejection, or delays. In this chapter, we will identify and elaborate on common pitfalls
in the application process, focusing on incomplete information, misrepresentation, and lack of
supporting documentation. We will also illustrate these pitfalls with real-world examples to
underscore the severity of their consequences.

Incomplete Information

One of the most prevalent pitfalls in the application process is the submission of incomplete
or inaccurate information. Applicants may inadvertently overlook critical fields, misinterpret
questions, or fail to provide requested details. The ramifications of such omissions can be
severe, resulting in the denial of the application or, at the very least, a prolonged review
process.

For instance, a small business applying for a small business loan might neglect to include
essential financial statements, such as profit and loss statements or tax returns. In one
documented case, a bakery seeking funding submitted its application with incomplete revenue
data, resulting in an automatic rejection. The reviewing committee noted that without the
necessary financial transparency, they could not assess the bakery’s viability for the loan. The
owner had to restart the application process, which not only delayed funding but also hampered
business operations during a critical growth period.

In another example, an individual applying for health insurance incorrectly filled out the
application by failing to disclose a pre-existing condition. Although the applicant believed this to
be a minor detail, the insurance company flagged the omission during the underwriting process.
The result was not only a denial of coverage but also the forfeiture of a policy that had already
been initiated, leaving the applicant without essential health care services.

Misrepresentation

Misrepresentation occurs when applicants provide false or misleading information, whether
intentionally or inadvertently. This pitfall can lead to severe penalties, ranging from application
denial to criminal charges in extreme cases. Misrepresentation can manifest as inflated income
figures, omission of past claims or incidents, or even falsification of identity or credentials.
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A notorious case involves an applicant for life insurance who exaggerated their annual
income by nearly 50%. The insurance company, during its routine checks, unearthed
discrepancies between the reported income and the applicant's tax filings. As a result, not only
was the application denied, but the applicant also faced legal ramifications for attempting to
commit fraud. This incident serves as a stark reminder that misinformation, even if believed to
be harmless, can have dire consequences.

In another situation, a couple applying for homeowners’ insurance failed to disclose a history
of previous claims related to property damage. When a subsequent claim was made for water
damage, the insurer conducted a thorough investigation and discovered the previous
undisclosed claims. The outcome was a denial of the claim and a subsequent cancellation of
their policy, leaving the couple vulnerable to financial loss without coverage.

Lack of Supporting Documentation

Applications often require supporting documentation to validate the information provided. A
common oversight is the failure to include all necessary documents or to provide outdated or
incorrect versions. Insufficient documentation can create a significant bottleneck in the review
process or even lead to outright rejection.

Take, for instance, a nonprofit organization applying for a grant that requires specific
financial records and project proposals. If the organization submits outdated financial
statements or fails to attach a detailed project timeline, the review committee may lack the
confidence to approve the grant. In a real-world example, a nonprofit that applied for federal
funding did not provide an adequate budget outline, leading the reviewing committee to question
the organization’s financial management. Consequently, the application was denied, delaying
critical funding meant for community services.

Similarly, consider a scenario in which an individual applying for a mortgage forgets to
include their most recent pay stubs and employment verification letters. Without this supporting
documentation, the lender cannot assess the applicant’s ability to repay the loan. This lack of
essential documents results in unnecessary delays and can lead to the applicant missing out on
favorable interest rates due to market fluctuations.

Additional Considerations

Beyond the specific pitfalls detailed above, applicants may also encounter other challenges,
such as failure to meet deadlines or misunderstanding application requirements. Each of these
issues can be detrimental to successful application outcomes and should be carefully navigated.

The complexity of application processes often requires prospective applicants to seek
assistance from legal or financial advisors. However, even professional assistance is no
guarantee against errors. A financial advisor, for instance, may misinterpret an applicant’s goals
or fail to communicate all necessary requirements, leading to an incomplete application.

In summary, the application process is fraught with potential pitfalls that can derail even the
most earnest efforts. Recognizing these common mistakes—such as incomplete information,
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misrepresentation, and lack of supporting documentation—is crucial for any applicant seeking to
navigate these processes successfully.

Through diligence and attention to detail, individuals and organizations can better position
themselves to achieve favorable outcomes while avoiding the significant repercussions
associated with these common oversights.

Chapter 6: Presenting Information Clearly and Effectively

Effective communication is a cornerstone of successful interactions within the insurance
industry. When applying for insurance coverage, the clarity of the information presented is not
just beneficial—it is essential. Insurers sift through numerous applications, each containing
varying degrees of detail, complexity, and relevance. In this context, clear communication can
significantly impact underwriting decisions, ensuring that the information is accurately
understood and assessed.

The Importance of Clear Communication

Clear communication serves multiple purposes in the context of insurance applications.
Firstly, it builds trust and establishes professionalism. Insurers are more likely to view applicants
favorably when they perceive that the information provided is straightforward and easy to digest.
Secondly, clarity reduces the likelihood of misunderstandings, which can lead to delays in
processing or, worse, incorrect underwriting decisions. When information is presented
ambiguously, underwriters must invest additional time in clarifying details, which can lead to
frustration on both sides and potentially jeopardize the application process.

Moreover, clear communication can enhance the accuracy of the risk assessment.
Underwriters rely on detailed information to evaluate risks and determine appropriate coverage
levels and premiums. If the necessary details are obscured or misrepresented due to poor
communication, it may lead to inappropriate coverage or pricing, affecting both the insurer’s
bottom line and the insured’s peace of mind.

Strategies for Presenting Information
1. Know Your Audience

Understanding the knowledge base and expectations of your audience—namely, the
underwriters who will be reviewing your application—allows you to tailor your communication
effectively. Insurers seek specific information to make informed decisions. Familiarize yourself
with what underwriters typically require for your type of insurance, and structure your application
accordingly.

2. Use Structured Formats

Using clear, structured formats can significantly enhance the readability of an application.
Here are several strategies to consider:
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Headings and Subheadings: Break the content into sections using headings to indicate
different topics. This not only aids in navigation but also allows underwriters to quickly locate
relevant information.

Bullet Points and Numbered Lists: Present lists of items or steps using bullet points or
numbers. This format is easier to read and helps emphasize key details.

Tables and Charts: Visual aids such as tables or charts can effectively summarize complex
information, making it more digestible. For instance, a comparison table can clarify differences
in coverage options quickly.

3. Prioritize Key Information

While it is essential to provide thorough details, prioritize the most relevant information. Start
with the most critical details that underwriters need to evaluate your application effectively. For
example, if applying for liability insurance, clearly outline your business operations, risk factors,
and prior insurance history in the initial sections before delving into more granular details.

4. Provide Context

Sometimes, specific data points may not be self-explanatory. Providing context can help
underwriters understand the significance of the information presented. For instance, if you
report a claim history, briefly explain the nature of each claim, how they were resolved, and how
your business has mitigated similar risks in the future.

Organizing Information Logically

Logical organization of information is vital in guiding underwriters through the details you
present. Here are some strategies for effective organization:

1. Follow a Consistent Format

Consistency in formatting and presentation aids comprehension. For each section of your
application, use the same style for headings, bullet points, and diagrams. This uniformity will
create a smoother reading experience and help underwriters locate information quickly.

2. Group Related Information

Place related pieces of information together. If you are highlighting your business's safety
protocols, for instance, group all related data—such as training programs, incident reports, and
safety audits—under a single section. This coherent grouping allows underwriters to grasp the
context and relevance of each detail without needing to search through unrelated sections.

3. Create a Logical Flow

Arrange sections in a logical order that follows the underwriting process. For example, start
with basic information about your business (name, address, contact details), followed by
operational details, risk factors, safety measures, and finally, loss history. This sequential
approach mirrors the typical risk assessment process and helps underwriters follow your
narrative effortlessly.
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Avoiding Jargon

While industry-specific terminology may be necessary in some contexts, excessive jargon
can alienate underwriters and obscure your intended message. Here are some tips for avoiding
confusion:

1. Simplify Language

Use plain language wherever possible. Replace technical terms with simple, more
commonly understood alternatives. For example, instead of saying “liability exposure,” consider
stating “potential risks related to claims against the business.” Simplifying language ensures that
your application is accessible to a broader audience.

2. Define Necessary Terms

If you must use specialized terms, be sure to define them clearly. Providing a glossary at the
end of your application can be a helpful reference for underwriters who may not be familiar with
your specific industry jargon.

3. Tailor Communication Style

Consider the communication style that resonates best with your audience. Aim for a
conversational yet professional tone that fosters understanding and engagement. Avoid overly
complex sentences; instead, opt for clarity and brevity.

In the realm of insurance applications, clear and effective communication is not just a
nicety—it is a necessity. By understanding the importance of clarity, employing structured
formats, organizing information logically, and avoiding jargon, applicants can enhance their
chances of successful underwriting outcomes. These strategies will not only facilitate smoother
interactions with insurers but also contribute to a more efficient and transparent application
process.

Chapter 7: Real-World Case Studies

In the complex world of logging insurance, real-life examples provide invaluable insights into
what works and what doesn’t. This chapter presents a series of case studies that illustrate both
successful and unsuccessful logging insurance applications. By analyzing these cases, we can
distill key lessons that resonate with the principles outlined in the previous chapters.

Case Study 1: Timberline Logging Company - Success Story

Timberline Logging Company, a mid-sized operation based in Oregon, sought
comprehensive insurance coverage to protect against various risks associated with logging
activities, including equipment damage, liability, and worker’s compensation. Before applying for
insurance, the company undertook a thorough risk assessment, identifying potential hazards in
their operations.

What Worked:
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Proactive Risk Management: Timberline implemented a proactive safety program, which
included regular training sessions for employees, equipment maintenance schedules, and
emergency response drills. This approach not only reduced incidents but also demonstrated to
insurers their commitment to safety.

Detailed Application: The company submitted a comprehensive insurance application that
included detailed records of safety training, maintenance logs, and past claims. This
transparency helped build trust with the underwriters.

Building Relationships: Timberline cultivated a strong relationship with their insurance
broker, who understood the unique risks of logging. This broker advocated for the company,
ensuring they received tailored coverage that matched their specific needs.

Lessons Learned: Timberline's success underscores the importance of proactive risk
management, detailed documentation, and strong relationships with insurance professionals.
These elements not only facilitate a smoother application process but also foster confidence in
the insurer.

Case Study 2: Greenwood Logging Co. - A Cautionary Tale

Greenwood Logging Co., a larger enterprise with extensive operations, faced challenges
when applying for logging insurance. The company had experienced several accidents in the
previous year, leading to increased scrutiny from insurers.

What Didn’t Work:

Lack of Preparedness: Greenwood submitted an incomplete application, omitting critical
information about previous claims and safety measures. This lack of transparency raised red
flags for underwriters.

Failure to Address Concerns: When underwriters requested further information regarding
safety protocols, Greenwood provided vague responses instead of detailed plans. This failure to
adequately address concerns resulted in higher premiums and limited coverage options.

Neglecting Relationships: Unlike Timberline, Greenwood neglected to maintain a proactive
relationship with their broker, leading to miscommunication and missed opportunities to present
a stronger case for insurance.

Lessons Learned: The Greenwood case illustrates the risks of insufficient preparation and
lack of transparency. Insurers require complete and accurate information to assess risk
accurately. Moreover, maintaining open lines of communication with brokers is essential for
advocating for necessary coverage.

Case Study 3: Evergreen Timber and Risk Mitigation Strategies

Evergreen Timber, a family-owned logging business in Washington, faced challenges due to
environmental regulations and market fluctuations. As the company prepared to apply for
logging insurance, they recognized the need for comprehensive risk mitigation strategies.

What Worked:
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Adapting to Regulation Changes: Evergreen took proactive steps to remain compliant
with environmental regulations, which included investing in sustainable logging practices. This
commitment not only enhanced their operational sustainability but also positively influenced
their insurance premiums.

Innovative Equipment Use: The company adopted advanced logging technologies that
reduced environmental impact and improved efficiency. By showcasing these innovations in
their insurance application, they positioned themselves as a lower risk.

Community Engagement: Evergreen engaged with local communities and stakeholders,
emphasizing their commitment to responsible logging practices. This positive reputation
bolstered their application and demonstrated a commitment to corporate social responsibility.

Lessons Learned: Evergreen’s proactive approach to environmental compliance and
innovation proved critical in securing favorable insurance terms. The case highlights the
importance of aligning business practices with industry standards and community expectations,
which can enhance marketability to insurers.

Case Study 4: Coastal Logging Services - The Impact of Poor Claims History

Coastal Logging Services, a small logging operation, faced difficulties obtaining insurance
due to a poor claims history. Over a three-year span, the company had submitted multiple
claims related to equipment failures and liability issues.

What Didn’t Work:

Ignoring Root Causes: Instead of addressing the underlying issues that caused frequent
claims, Coastal continued with the same operational practices. This complacency resulted in
further incidents, reinforcing the insurer's perception of high risk.

Inadequate Documentation: When applying for insurance, Coastal provided minimal
documentation about their safety practices and operational protocols, which further alienated
potential insurers.

Failure to Seek Expert Advice: The company did not consult with insurance experts or
brokers who could have guided them on improving their risk profile before reapplying for
coverage.

Lessons Learned: Coastal’s case highlights the importance of addressing the root causes
of incidents and ensuring that applications are well-documented. Furthermore, seeking expert
advice can yield valuable strategies for mitigating risks and improving insurability.

Case Study 5: Maple Leaf Logging - Navigating Seasonal Risks

Maple Leaf Logging, operating primarily in Canada, faced unique challenges due to
seasonal weather conditions affecting their operations. As winter approached, the company
needed to secure appropriate insurance coverage for increased risks related to snow and ice.

What Worked:

Page 115 of 470



Comprehensive Seasonal Assessment: Maple Leaf conducted risk assessments tailored
to seasonal changes, enabling them to identify specific hazards that could impact operations
during winter.

Flexible Policy Structure: The company worked with their broker to create a flexible
insurance policy that allowed for adjustments based on seasonal changes in risk levels,
ensuring they were adequately covered throughout the year.

Continual Training: During the transition to winter operations, Maple Leaf emphasized
continuous employee training focused on winter safety protocols, reinforcing their commitment
to maintaining a safe work environment.

Lessons Learned: Maple Leaf’s proactive approach to understanding and adapting to
seasonal risks exemplifies how tailored assessments and flexible insurance solutions can lead
to successful outcomes. Continuous training also plays a vital role in mitigating risks, ensuring
that employees are well-prepared for varying conditions.

Through these case studies, we can extract critical insights into the complexities of logging
insurance applications. The successes and failures documented herein reinforce the principles
of proactive risk management, transparency, and effective communication with insurance
professionals. As the logging industry continues to evolve, these lessons remain essential for
navigating the intricacies of insurance coverage successfully.

Chapter 8: Working with Underwriters

In the intricate world of insurance, underwriters serve as the gatekeepers, responsible for
assessing risk and determining the terms and pricing of policies. Their role is pivotal in the
insurance application process, as they analyze the information provided by agents and
applicants to make informed decisions about coverage. Understanding the underwriter's
perspective and cultivating a strong relationship with them can significantly enhance an agent's
efficacy and improve the overall application experience for clients.

The Role of Underwriters in the Insurance Application Process

Underwriters are tasked with evaluating the risk associated with insuring a particular
individual or business. This involves a thorough review of various factors, including but not
limited to, the applicant’s health history, property condition, business operations, and previous
claims. By using statistical models, actuarial data, and their own expertise, underwriters
determine whether to accept the application, what coverage to offer, and the premium to be
charged.

Underwriters play several critical roles:

Risk Assessment: They assess the potential risks involved and decide how much coverage
the insurer is willing to provide. This involves identifying both straightforward risks (such as a
history of claims) and more nuanced factors (such as lifestyle choices or location-specific risks).
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Pricing: After determining the level of risk, underwriters set the premium rates. The goal is
to balance competitiveness with profitability, ensuring the insurer can cover future claims while
remaining attractive to clients.

Policy Structuring: Underwriters also determine the specific terms of the policy, including
exclusions, endorsements, and limits. They ensure that the policy aligns with the insurer’s
guidelines and risk appetite.

Collaboration with Agents: Underwriters work closely with insurance agents to clarify
details about applications and address any discrepancies in the information provided. This
collaboration is essential in creating accurate risk profiles.

Building Strong Relationships with Underwriters

A robust relationship between agents and underwriters can lead to smoother application
processes, better communication, and more favorable outcomes for clients. Here are several
strategies agents can employ to cultivate and maintain these critical relationships:

1. Understand the Underwriter's Perspective

Agents should strive to appreciate the complexities of the underwriter’s role. Recognizing
that underwriters are not merely gatekeepers but are also tasked with protecting the insurer's
financial stability can foster empathy. Understanding their guidelines, priorities, and the types of
risks they are willing to take can help agents present cases more effectively.

2. Communicate Clearly and Effectively

Clear and concise communication is paramount. Agents should ensure that all
documentation submitted is complete and accurate. This includes providing all necessary
information about the applicant and their circumstances. Clarity minimizes the likelihood of
misunderstandings and the need for back-and-forth exchanges that can delay the application
process.

3. Provide Thorough Documentation

Underwriters rely heavily on the information provided to them. Agents should aim to present
comprehensive documentation that includes:

Full Application Forms: Ensure all sections are filled out completely and accurately.

Supporting Documents: Attach relevant medical records, property appraisals, and financial
statements.

Historical Data: \WWhere applicable, include past claims history and any other pertinent
details that may influence the underwriting decision.

4. Establish Regular Touchpoints

Regular communication can help to build rapport and establish trust. Agents should not only
reach out when there is an application in progress but should also check in periodically to
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discuss broader industry trends or shifts. This ongoing dialogue can position agents as valuable
partners rather than mere suppliers of applications.

5. Respect Underwriters’ Time

Underwriters often manage a high volume of applications. Respecting their time by being
prompt in responses, organized in submissions, and concise in inquiries can foster goodwill.
Additionally, agents should try to anticipate questions and provide answers proactively,
streamlining the process further.

6. Seek Feedback and Learn

Agents should view underwriters as sources of knowledge and expertise. After an
application is completed—regardless of the outcome—agents should seek feedback on any
areas for improvement. Understanding why an application was accepted or declined can
provide valuable insights that enhance future submissions.

7. Participate in Training and Workshops

Many insurance companies offer training sessions, workshops, and seminars to help agents
understand underwriting processes better. Participating in these educational opportunities not
only equips agents with knowledge but also demonstrates commitment to professionalism,
further enhancing the relationship with underwriters.

8. Build Personal Connections

Establishing a personal rapport with underwriters can break down barriers and facilitate
better communication. Simple gestures, such as sending a note of appreciation after a
successful application or sharing relevant industry news, can go a long way in nurturing
relationships.

Conclusion

The interaction between agents and underwriters is crucial to the efficiency and success of
the insurance application process. By understanding the role of underwriters, fostering strong
relationships, and communicating effectively, agents can significantly enhance their ability to
navigate the complexities of underwriting. These strategies not only support their professional
growth but also contribute to the satisfaction of their clients, ultimately leading to a more
successful insurance practice.

Chapter 9: Navigating the Review and Approval Process

Once an application has been submitted, the journey towards approval is underway.
Understanding the complexities of the review and approval process is crucial for agents to
effectively manage expectations and expedite outcomes. This chapter outlines the key steps
that follow application submission, including review timelines, possible follow-up questions, and
the intricacies of the approval process. Additionally, it provides agents with strategies to
navigate these waters efficiently.

1. Understanding Review Timelines
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The first step in navigating the review process is to comprehend the timelines associated
with it. While specific timelines can vary greatly depending on the type of application (e.g., grant
applications, funding requests, regulatory approvals), there are common stages that most
applications will go through.

Typically, the review process can be broken down into the following phases:

Initial Acknowledgment: After submission, applicants usually receive an acknowledgment
of receipt within a few days. This confirmation is crucial as it ensures the application has been
formally received and is in line for review.

Preliminary Review: This stage often lasts from a few days to a few weeks, depending on
the organization's workload. Here, applications undergo an initial screening for completeness
and adherence to submission guidelines.

In-depth Review: Following preliminary acceptance, applications enter the in-depth review
phase. This can take anywhere from several weeks to a few months. Reviewers assess the
application's merits, compliance with regulations, and alignment with organizational goals.

Decision and Notification: Finally, once the review is complete, a decision is made, and
applicants are typically notified within a specific timeframe, often stated in the application
guidelines. If approved, the next steps toward implementation will also be outlined.

2. Anticipating Follow-up Questions

During the review process, it is common for reviewers to have follow-up questions to clarify
certain aspects of an application. Anticipating these questions can help applicants be better
prepared and ultimately expedite the process.

Common follow-up questions may include:

Clarification on Application Details: Reviewers may seek more information on budget
allocations, project timelines, or specific methodologies used.

Additional Documentation Requests: Certain applications may require supplementary
documents that were not included in the initial submission, such as updated letters of support or
proof of compliance with regulations.

Technical Questions: Depending on the complexity of the application, technical questions
regarding the implementation or feasibility of proposed methods may arise.

Agents should remain proactive and responsive throughout this phase. Promptly addressing
these inquiries not only demonstrates professionalism but also indicates a commitment to the
project, which can positively influence the review outcome.

3. The Approval Process

Once the review is completed, the approval process takes over. The complexity of this stage
can vary depending on the type and size of the application. Generally, it includes the following
steps:
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Internal Decision-Making: Reviewers will typically compile their assessments and
recommendations, which are then presented to a decision-making board or committee. The
level of scrutiny can vary; larger applications may require multiple layers of internal approval.

Final Approval: This is the moment where the application is either approved, conditionally
approved, or rejected. In cases of conditional approval, the applicant may be required to fulfill
specific requirements before final acceptance.

Formal Notification: Once a decision is reached, formal notifications are sent out to
applicants, detailing the decision and any next steps.

4. Strategies for Expediting the Process

Agents play a significant role in expediting the review and approval process. Here are
several strategies that can be effective:

Thorough Preparation: Ensure that all components of the application meet the required
standards before submission. Double-check all documents to minimize errors and omissions
that could lead to delays.

Clear Communication: Maintain open lines of communication with the reviewing body. If an
agent is aware of the expected timelines and any potential bottlenecks, they can better manage
their own expectations and those of their clients.

Follow Up Regularly: After initial submission, agents should follow up to confirm receipt
and inquire about the status of the review. This shows that the applicant is engaged and can
help prevent their application from falling through the cracks.

Be Available for Questions: Designate a point of contact who is readily available to answer
any follow-up questions or provide additional information. Swift and comprehensive responses
can significantly reduce the back-and-forth that often slows down the process.

5. Handling Requests for Additional Information

Requests for additional information are common during the review process, and agents
must be adept at managing these requests. Here’s how to handle them effectively:

Respond Promptly: When a request for additional information is received, it is imperative to
respond as quickly as possible. Delays in response could lead to a stagnation in the review
process.

Be Comprehensive: When providing additional information, make sure to address all parts
of the request thoroughly. If possible, organize responses in a way that mirrors the original
request, making it easy for reviewers to locate the needed information.

Document Everything: Keep records of all communications regarding additional
information requests. This will not only help in maintaining transparency but also serve as an
efficient reference should there be any future inquiries related to the application.
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Clarify if Necessary: If the request for additional information is vague or unclear, do not
hesitate to seek clarification from the reviewing body. A well-defined understanding of what is
needed can prevent unnecessary revisions and submissions.

In summary, by understanding the review timelines, anticipating questions, navigating the
approval process, and employing strategic techniques, agents can significantly enhance the
efficiency of the review and approval process. Handling requests for additional information with
professionalism and promptness is equally essential to ensuring a smooth journey from
application submission to final approval.

Chapter 10: Addressing Rejections and Appeals

In the journey of any applicant, rejection is an unfortunate but common experience. Whether
it pertains to college admissions, job applications, grant proposals, or other ventures, the impact
of rejection can be disheartening. However, it is crucial to understand that rejection does not
mark the end of your aspirations but rather serves as an opportunity for growth and refinement.
This chapter will guide you through the process of addressing rejections and appeals, offering
insights into common reasons for rejections, effective strategies for appealing decisions, and
practical tips for revising applications before resubmission.

Understanding Rejections

Before diving into the appeals process, it is essential to comprehend why applications may
be rejected. Common reasons include:

Insufficient Qualification: Many applicants fail to meet the necessary qualifications or
standards set forth by the reviewing body. This might include inadequate academic
performance, lack of relevant experience, or insufficient skill sets.

Incomplete Applications: Failing to provide all requested materials, such as transcripts,
letters of recommendation, or personal statements, can lead to immediate disqualification.

Lack of Fit: Applicants may not align closely with the values, goals, or specific needs of the
institution or organization. This is often subjective but can be pivotal in decision-making.

Overwhelming Competition: In highly competitive contexts, even well-qualified applicants
may face rejection due to a limited number of available spots.

Errors or Inconsistencies: Grammatical errors, inconsistencies in information, or unclear
presentation can detract from the professionalism of an application, leading reviewers to
question the applicant’s attention to detail.

What to Do After a Rejection

Receiving a rejection letter can evoke a range of emotions, from disappointment to
frustration. However, your response can significantly influence your future success. Here are
steps to take after receiving a rejection:
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Reflect: Take time to process your feelings. Understand that rejection is a part of the
application process for many individuals. Reflect on what this experience teaches you about
your application and the competitive landscape.

Seek Feedback: If possible, reach out to the admissions, hiring committee, or reviewing
body for feedback on your application. Constructive criticism can provide valuable insights into
specific areas where your application fell short.

Evaluate the Feedback: Carefully consider any feedback received. Identify patterns or
commonalities that may highlight weaknesses in your application.

Assess Your Goals: Revisit your goals and motivations. Ask yourself whether the program
or position aligns with your aspirations or if it necessitates reconsideration.

How to Appeal Effectively

If you believe that your rejection warrants an appeal, it is vital to approach this process
thoughtfully. Here are steps to ensure that your appeal is taken seriously:

Understand the Appeal Process: Familiarize yourself with the specific procedures outlined
by the organization or institution for submitting an appeal. Each entity may have distinct
guidelines or deadlines.

Prepare a Strong Case: Your appeal should address the reasons for your rejection directly.
Provide new information or clarification that was not included in your original application. This
may involve updating relevant achievements, correcting any inaccuracies, or explaining
mitigating circumstances that could have influenced the decision.

Maintain Professionalism: Write your appeal letter with a tone of professionalism and
respect. Express your gratitude for the opportunity to apply and for any consideration of your
appeal. Avoid emotional language or expressions of frustration.

Be Concise and Clear: Structure your appeal in a clear and logical manner. State the
specific reasons for your appeal, the changes or new information you are providing, and
articulate why you believe reconsideration is warranted.

Follow Up: After submitting your appeal, consider following up to confirm receipt and inquire
about the timeline for a decision. This demonstrates your continued interest and engagement.

Tips for Revising Applications

In the case that an appeal is unsuccessful or you choose not to pursue one, revising and
resubmitting your application may be the next logical step. Here are practical tips for refining
your application:

Thoroughly Review Feedback: If feedback was provided, use it to inform your revisions.
Address any specific concerns raised and incorporate suggestions for improvement.
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Enhance Your Resume/CV: Update your resume or CV with any new experiences, skills,
certifications, or achievements since your initial application. Highlight any relevant volunteer
work or projects that demonstrate your commitment and capabilities.

Revise Your Personal Statement: Rethink your personal statement or cover letter to
ensure that it clearly articulates your motivations, qualifications, and fit for the program or
position. Consider adding a compelling narrative that showcases your unique perspective or
experiences.

Seek External Input: Share your revised application with trusted mentors, peers, or
professionals in the field. Their feedback can provide fresh perspectives and identify areas for
improvement that you may overlook.

Proofread: Thoroughly proofread your application materials to eliminate grammatical errors,
inconsistencies, and unclear phrasing. Consider utilizing professional editing services or tools to
enhance the quality of your writing.

Reassess Program Fit: Ensure that your application reflects a clear understanding of the
program or organization. Articulate how your goals align with their mission, vision, and values.

Navigating the landscape of rejections and appeals can be challenging, but with a proactive
mindset and strategic approach, you can turn setbacks into opportunities for growth and
success. Embrace the journey, refine your applications, and persist in pursuing your aspirations.

Chapter 11: Future Trends in Logging Insurance

As the logging industry continues to evolve, so too does the landscape of logging insurance.
This chapter will explore the emerging trends that are shaping the insurance market for logging
companies, focusing on technological advancements, changing regulations, and evolving risk
factors. Understanding these trends is vital for logging businesses seeking to navigate the
complexities of insurance coverage, manage their risks, and ensure sustainability in their
operations.

Technological Advancements

The integration of technology into the logging industry is perhaps the most transformative
trend shaping logging insurance. From precision forestry techniques to advanced machinery
equipped with sensors, technology is improving productivity and safety. For instance, the use of
drones for aerial surveys and satellite imagery for monitoring forest health is becoming
increasingly common. These tools not only enhance operational efficiency but also provide
valuable data for underwriting and risk assessment.

Insurance companies are beginning to leverage this data, allowing for more accurate risk
evaluations and tailored policies. With real-time data on operational practices, insurers can
better understand a logging company’s risk profile, leading to more precise underwriting. For
example, if a logging operation uses GPS technology to track equipment and optimize logistics,
insurers might provide incentives such as reduced premiums for companies demonstrating
proactive risk management.
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Moreover, telematics in logging vehicles and machinery can further enhance safety
measures. By monitoring driving behaviors and machine performance, logging companies can
reduce the likelihood of accidents and equipment failures. As insurers recognize the benefits of
these technologies, they may adapt their policies to reward companies that incorporate
advanced safety measures and technologies.

Changing Regulations

Regulatory developments are another critical factor influencing logging insurance. With
increasing environmental concerns and sustainability mandates, logging operations are facing
stricter regulations regarding land use, emissions, and wildlife protection. These regulations can
significantly impact risk exposures and, consequently, insurance requirements.

For example, in many jurisdictions, logging companies are now required to engage in
sustainable forestry practices, which include reforestation efforts and habitat protection.
Compliance with these regulations can lead to higher operational costs, but failing to adhere can
result in substantial fines and reputational damage. As a result, insurers need to adapt their
policies to address these evolving requirements, which may include higher liability limits or
specific endorsements related to environmental compliance.

Additionally, the rise of climate change-related regulations poses new challenges. Logging
companies may now be required to assess the sustainability of their practices in light of climate
change impacts. Insurers are likely to revise their risk models to incorporate these factors,
potentially leading to changes in coverage terms and premium structures. Therefore, staying
informed about regulatory changes is crucial for logging companies to avoid lapses in coverage
and ensure compliance with evolving legal obligations.

Evolving Risk Factors

As the logging industry adapts to changing environmental and societal expectations, the
nature of risk itself is evolving. The increased frequency and severity of natural disasters, such
as wildfires and hurricanes, directly impact logging operations. In regions that have experienced
devastating wildfires, for instance, the availability of timber can diminish, leading to significant
economic impacts that insurers must account for.

Furthermore, the labor market is also shifting, with new generations entering the workforce.
Younger employees may have different expectations regarding workplace safety and
environmental stewardship, which can influence company culture and operational practices.
Logging companies must adapt to these changes by investing in training and safety protocols to
mitigate risks associated with an evolving workforce.

Cybersecurity is an emerging risk factor that logging companies must also contend with. As
technology plays an increasingly significant role in logging operations, the threat of cyberattacks
grows. Insurers are beginning to recognize the importance of cyber liability coverage, especially
as logging companies become more reliant on connected devices and platforms for their
operations. Understanding how to manage these risks will be essential for logging companies,
as failure to do so can lead to substantial financial losses and reputational damage.
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Impact on the Application Process

As these trends unfold, the application process for logging insurance is likely to change
substantially. Insurers will place a greater emphasis on data collection and analysis, requiring
logging companies to provide comprehensive information about their operations, risk
management practices, and compliance with regulations. This shift may necessitate investment
in data management systems and reporting tools for logging companies, making it critical to
stay informed about insurance requirements and industry standards.

Moreover, the emergence of technology-driven risk assessment tools will likely streamline
the underwriting process. Insurers may utilize artificial intelligence and machine learning
algorithms to analyze risk data more efficiently, leading to quicker and more accurate policy
decisions. This shift will require logging companies to be proactive in adopting technologies that
enhance data collection and risk management, ensuring they remain competitive in the
insurance marketplace.

As the landscape of logging insurance evolves, staying informed about these trends will
become increasingly vital. The ability to anticipate changes in technology, regulations, and risk
factors will empower logging companies to make informed decisions about their insurance
needs. Engaging with industry associations, attending conferences, and subscribing to industry
publications can provide valuable insights that help logging companies navigate this dynamic
landscape.

In summary, the future of logging insurance is being shaped by an array of trends that
intertwine technology, regulation, and risk management. Understanding these dynamics will be
essential for logging companies to secure the coverage they need while effectively managing
their evolving risk profiles. As the industry progresses, adaptability and foresight will become
indispensable assets for logging businesses aiming to thrive in an ever-changing environment.

Conclusion

As we reach the final chapter of this ebook, it is essential to reflect upon the key takeaways
that have been meticulously outlined throughout this resource. The logging insurance
application process is not merely a procedural formality; it is a critical component in
safeguarding the livelihood of logging operations and ensuring that all stakeholders are
adequately protected. The complexities and nuances of this industry necessitate a heightened
focus on thoroughness, clarity, and proactive communication.

Key Takeaways

Understanding Insurance Needs: One of the primary considerations in the logging
insurance application process is understanding the unique needs of logging operations. Each
logging business has its own set of challenges, risks, and requirements, influenced by factors
such as location, equipment used, and methods of operation. Agents must take the time to
assess these variables comprehensively to craft an insurance package that truly reflects the
client's needs. This understanding not only facilitates a smoother application process but also
fosters trust and loyalty between agents and their clients.
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Thoroughness in Documentation: The importance of thoroughness cannot be overstated
in the logging insurance application process. Incomplete or inaccurate information can lead to
delays, increased premiums, or even denial of coverage. Agents are tasked with ensuring that
all required documentation is collected, verified, and submitted in a timely manner.

This includes everything from operational details and safety protocols to historical claims
data and financial records. A meticulous approach to documentation ultimately aids in creating a
robust application that stands up to scrutiny, thereby enhancing the chances of securing
appropriate coverage.

Clarity in Communication: Clarity is paramount when it comes to navigating the
complexities of insurance applications. Agents must communicate clearly with their clients about
what is required, what to expect during the application process, and the implications of various
coverage options. Additionally, they should clarify any technical jargon that may be confusing to
clients who are not familiar with insurance terminology. By ensuring that all parties involved
understand the information being presented, agents can mitigate misunderstandings and foster
a more collaborative working relationship.

Proactive Engagement: The logging industry is subject to numerous external pressures,
including regulatory changes, economic fluctuations, and environmental concerns. Therefore,
proactive communication is essential. Agents should not wait for clients to approach them with
questions or concerns; instead, they should take the initiative to provide ongoing support and
information. Regular check-ins, updates on industry developments, and reminders about policy
renewals can ensure that clients remain informed and engaged. This proactive stance not only
reinforces the agent's role as a trusted advisor but also positions them to anticipate and address
potential issues before they arise.

Adaptability and Continuing Education: The logging and insurance industries are
continually evolving due to advancements in technology, changes in regulations, and emerging
risks. For agents to remain effective and relevant, they must commit to lifelong learning. This
includes staying updated on new insurance products, understanding changes to laws and
regulations, and being aware of best practices in risk management and safety protocols.
Participating in workshops, industry conferences, and online courses can help agents enhance
their knowledge and skills, ultimately leading to better service for their clients.

Building Relationships: Ultimately, the success of the logging insurance application
process is rooted in the relationships agents build with their clients. Understanding clients’
unique situations, maintaining open lines of communication, and delivering personalized service
cultivates trust and loyalty. Agents should invest time in getting to know their clients, their
operations, and their goals. By doing so, they can tailor their services to meet specific needs
and help clients navigate the complexities of insurance with confidence.

Encouraging Client Engagement: Clients should also be encouraged to take an active role
in the insurance application process. Educating them about the importance of thoroughness,
clarity, and proactive communication can empower them to provide necessary information and
to ask pertinent questions. An engaged client is more likely to understand the nuances of their
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coverage and to appreciate the value of the service being provided. This collaborative approach
not only benefits the application process but also enhances client satisfaction.

Emphasizing Risk Management: An often-overlooked aspect of the insurance application
process is the importance of risk management. Agents should guide clients in identifying and
mitigating risks associated with logging operations. This might involve recommending safety
training programs, proper equipment maintenance, and adherence to best practices in
environmental stewardship. By prioritizing risk management, agents can not only help clients
lower their premiums but also contribute to safer and more efficient logging operations.

By synthesizing these key takeaways, it becomes clear that the logging insurance
application process is a multifaceted endeavor that requires diligence, effective communication,
and a commitment to continuous improvement. Agents play a pivotal role in facilitating this
process, and their efforts can significantly impact the success of their clients’ operations.

In a rapidly changing landscape, the importance of adaptability cannot be overstated. By
embracing change and prioritizing learning, agents can stay ahead of industry trends and better
serve their clients. The logging industry, with its unique challenges and opportunities, requires
dedicated professionals committed to excellence in service delivery. As agents continue to
refine their approach to the logging insurance application process, they will not only enhance
their own practice but also contribute to the overall resilience and sustainability of the logging
industry.

Appendices

This chapter provides critical resources for agents navigating the complexities of logging
insurance. The need for comprehensive knowledge and practical tools cannot be overstated in
this specialized field. The appendices include a sample logging insurance application, a
resource list for further research, and a glossary of terms to help clarify essential jargon used
within the industry.

Appendix A: Sample Logging Insurance Application

Below is a sample application form for logging insurance that agents can use as a
reference. While actual applications may vary by insurer, this sample showcases the primary
sections and questions that are typically included. Agents should note that thoroughness in
completing the application can significantly affect coverage and premium rates.

Sample Logging Insurance Application

Note: This is a sample application to be completed by the insured entity.
Applicant Information

Full Legal Name:

Mailing Address:

Physical Location of Operations:
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Phone Number:

Email Address:

Website (if applicable): _

Type of Ownership: () Individual () Partnership () Corporation () LLC

Business Information

Years in Business:

Number of Employees: _

Annual Revenue:

Primary Logging Operations: (check all that apply)
() Timber Harvesting

() Reforestation

() Logging Equipment Rental

() Other: _

Insurance History
Current Insurer:
Policy Number: _
Expiration Date:

Has any insurance company ever refused to renew or canceled your insurance? () Yes ()

If yes, please explain:

Operations and Equipment

List major equipment used (e.g., harvesters, skidders, etc.):
Do you conduct any of the following?

(1) Chipping

() Mulching

() Custom Logging
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() Other: _

Liabilities
Do you have a safety program in place? () Yes () No
Any prior claims history in the past 5 years? () Yes () No

If yes, please provide details:

Signature Section
Signature of Applicant:
Date: _

Appendix B: Resource List

For agents seeking to expand their knowledge or find additional resources related to logging
insurance, the following organizations, websites, and literature are highly recommended:

National Association of State Foresters (NASF)

Website: www.stateforesters.org

An invaluable resource for logging practices, forestry management, and regulations across
the United States.

International Society of Arboriculture (ISA)

Website: www.isa-arbor.com

Offers information on tree care, management, and insurance implications for logging
operations.

Forest Resources Association (FRA)

Website: www.forestresources.org

Provides industry training, best practices, and information pertinent to logging professionals.
Logging and Sawmilling Journal

Website: www.forestnet.com

A publication focusing on the latest trends, equipment, and insurance issues relevant to
logging.

U.S. Forest Service

Website: www.fs.usda.qgov
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Contains extensive research and guidelines on forest management, safety, and logging
operations.

Insurance Information Institute (lll)
Website: www.iii.org

Offers general information about insurance practices, including specialized coverages like
logging insurance.

Appendix C: Glossary of Terms

Understanding the terminology used in logging insurance is vital for effective communication
between agents, clients, and insurers. The following glossary provides definitions of key terms
commonly encountered in logging insurance:

Liability Insurance: Coverage that protects the insured against claims resulting from
injuries and damage to other people or property.

Workers’ Compensation Insurance: A type of insurance providing wage replacement and
medical benefits to employees injured in the course of employment.

General Liability Insurance: Coverage designed to protect businesses from claims
involving bodily injury and property damage.

Logging Operations: Activities involved in the cutting, harvesting, and transporting of
timber.

Excess Liability Insurance: Additional coverage that provides an extra layer of protection
beyond the limits of primary insurance policies.

Underwriting: The process by which an insurer evaluates the risk of insuring a client and
determines the premium and coverage terms.

Loss Ratio: A ratio that compares the losses paid out in claims to the premiums collected,
used to assess the profitability of an insurance company.

Risk Management: The identification, assessment, and prioritization of risks followed by
coordinated efforts to minimize, monitor, and control the probability or impact of unfortunate
events.

This chapter provides agents with essential tools and references to enhance their expertise
in logging insurance, enabling them to better serve their clients in this unique and challenging
industry.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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Cold Call Script

Here's a script tailored for an insurance agent reaching out to a logging operation:
Introduction:
Ring... Ring...

Logging Operation Representative (LOR): Hello, this is [Logging Operation's Name], [LOR's
Name] speaking.

Insurance Agent (IA): Good afternoon, [LOR's Name]! This is [IA's Name] from [Insurance
Agency Name]. How are you today?

LOR: I'm doing well, thank you. How can | help you?
Purpose:

IA: I'm glad to hear that! I'm reaching out because we specialize in providing tailored
insurance solutions for logging operations like yours. I've done some research and understand
that your work comes with unique risks and challenges. I'd love to discuss how we can help
ensure your business is protected from these specialized risks.
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Opening the Conversation:

IA: If you have a few minutes, I'd love to ask you some questions about your operation to
better understand your needs and see how our coverage might be a fit. Does that sound good?

LOR: Sure, | have a few minutes.
Qualification Questions:

IA: Great! First, can you tell me a bit about the scope of your logging operation? For
example, the size of your team, the types of machinery and equipment you use, and the scale of
your projects?

LOR's Response:
(Listen actively, take notes, and respond based on their answers.)
Pitching the Benefits:

IA: Thank you for sharing that. At [Insurance Agency Name], we offer coverage that's
specifically designed to address the unique needs of logging operations. For example, we
provide specialized equipment coverage, liability protection for accidental damages, and
worker’s compensation tailored to the high-risk nature of logging work.

Tailoring to Their Needs:

IA: Based on what you've shared, | think our [specific insurance policy/product] could be an
excellent fit for your operation. This policy includes [mention any key benefits that align with
their specific needs, such as coverage for machinery breakdowns, comprehensive property
insurance, etc.].

Next Steps:

IA: I'd be happy to send over some more detailed information and set up a time for a more
in-depth conversation. Would next week work for you to discuss this further?

LOR: That sounds good. How about [propose a date/time]?

IA: Perfect! I'll send a calendar invite to confirm. In the meantime, if you have any questions,
feel free to reach out to me at [IA's contact information]. Thank you for your time, [LOR's Name]!

LOR: Thank you, [IA's Name]. Talk to you soon.
Conclusion:

IA: Have a great day!

LOR: You too!
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HOW TO INSURE TRUCKING COMPANIES

This course will follow Pamela as she prepares to call on Close to Home Truck Lines. Close
to Home is owned by her brother-in-law, Ephraim. They just had an uncovered loss and the
brother-in-law is concerned that his current agent does not understand the trucking industry
and, therefore, is not providing the coverage they need. Ephraim has confidence in Pamela
since she helped him understand why the loss wasn't covered. Pamela appreciates the faith
Ephraim has in her and wants to do her best.

Risk Overview - A description of a particular risk and its potential exposures.
Category: Trucking and Transit

SIC CODE: 4212 Local Trucking without Storage
4213 Trucking, Except Local
4214 Local Trucking with Storage

NAICS CODE: 484110 General Freight Transit, Local
484121 General Freight Transit, Long-Distance — Truckload
484122 General Freight Transit, Long-Distance-Less than Truckload
484220 Specialized Freight (except Used Goods) Transit, Local
484230 Specialized Freight (except Used Goods) Transit, Long-Distance

Suggested ISO General Liability Code: 99793
Suggested Workers Compensation Code: 7228, 7229, 7230, 7231, 7232
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Description of operations:

Truckers transport cargo from its initial loading and pick up at the shipper's location to final
delivery and unloading at the receiver's location. The cargo can include raw materials, work in
process, and finished goods. The trucker may assist customers in the packing and unpacking of
freight. Many trucking companies have warehouse facilities for both temporary and long-term
storage of customers' goods. While some truckers transport freight to the same destinations
over and over, others transport single shipments to a particular destination. The trucking
industry is regulated by a number of federal agencies.

Property exposure

can be high if the risk repairs, refuels and maintains its own vehicles on premises.
Exposures include flammable liquids, including gasoline and diesel fuel, and heat-producing
activities such as welding. Flammable liquids and heat-producing activities must be separated
from combustibles to prevent fire and explosion. All spray-painting should be conducted in a
spray booth with approved fixtures. The condition and controls of fuel tanks, whether above or
below ground, are important for both property and environmental liability. Fire hazards can arise
from the combustibility of items stored for customers. There must be adequate aisle space to
allow firefighters to carry out their duties. If items in storage include any flammables or ignition
sources, they must be properly controlled. As stored items are attractive targets for theft, there
should be appropriate security including physical barriers to prevent entrance to the premises
after hours and an alarm system that reports directly to a central station or the police
department.

Crime exposure

is from employee dishonesty and from money and securities. Background checks, including
criminal history, should be performed on all employees handling money. Trucking operations
involve a number of transactions and accounts that can be manipulated. There must be a
separation of duties between persons handling deposits, billing, ordering, disbursements and
reconciling bank statements. Regular internal and external audits should be conducted. As
drivers, loaders and unloaders have access to customers’ premises, the exposure to theft of
customer property or customer identity theft increases.

Inland marine exposure

is from accounts receivable, computers, motor truck cargo, valuable papers and records,
and warehouse operators’ legal liability. Customers' property may be damaged while being
transported due to overturn, collision, or theft. Cargo containers should have locks and
appropriate alarm systems. Most truckers are subject to minimum cargo legal liability
requirements. The bill of lading spells out the terms of the agreement that must be honored.
Insurance coverage will vary, but may exceed these minimums if customer satisfaction is
important to the trucker. Any items in storage must be marked to prevent incorrect release.
Records should be duplicated and be stored off site.
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Premise liability exposure

is extremely low due to limited public access to the premises. Cargo containers stored
outside may present an attractive nuisance to minors. Fencing and lighting help reduce this
exposure. Most off premises exposures relate directly to truck operations, such as loading and
unloading, and are covered under the motor carriers’ liability policy. Contracts may expose the
operation to additional liability.

Environmental impairment exposure

can be high due to underground fuel tanks and waste disposal of fluids used for servicing
and repairing trucks. All underground fuel tanks must meet state or federal regulations and be
routinely tested for leakage. Contracts should be in place to dispose of all environmentally
dangerous chemicals. Spill procedures must be in place to prevent the accidental discharge of
sludge from water reclamation systems used in washing trucks.

Automobile exposure

is written on a motor carriers’ policy. The exposure is very high because it includes loading
and unloading of freight. There is considerable opportunity for contact with the client, who can
be injured should the movers drop or overturn items being carried. Children may be present
during loading or unloading operations at residences or schools, requiring additional caution. All
drivers must have training in lifting and handling of items being carried. They must have a valid
commercial driver's license (CDL) for the trucks being driven and the cargo being moved. MVRs
must be acceptable and checked regularly. Manipulating a large semi-trailer rig in a residential
or commercial area requires training and awareness of surroundings.

All drivers must be well trained and attend continuing education courses to maintain and
improve skill levels. Driving logs must be maintained, and drivers must not be permitted to
exceed regulatory limits on their hours of service. Random drug and alcohol testing should be
required. Vehicles must be maintained and records should be kept in a central location.
Accidents can result in the spillage of diesel fuel or other operating fluids from within the truck,
requiring cleanup.

Workers’ compensation exposure

comes from driving, loading and unloading customers' goods, and repair and maintenance
activities.

Drivers must operate in adverse traffic conditions such as inclement weather or road
construction. They must be monitored to ensure that an appropriate amount of time is allocated
for sleep.

The operations of unloading and unloading have a very high potential for all forms of back
injury, hernia, sprain, and strain losses from loading, unloading, and warehouse operations.

The training, material handling devices, and equipment are important to review. Garage
employees can be injured by vehicles falling from hoists, strains, sprains and other lifting
injuries.
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Good housekeeping is critical to reduce injury from slips, trips, and falls.
Burns, eye injuries, and respiratory problems can occur with the welding and painting.

Dermatitis can result from employees coming into contact with harsh cleaning detergents.
Repair areas should be properly ventilated.

Proper safety equipment is required.

If independent owner-operators are used, responsibility for workers compensation coverage
must be specified by contract.

Quiz questions are good re-enforcers of the material covered. If you were able to answer all
of the questions correctly, please continue. If you were not able to answer all of them correctly,
feel free to restart the quiz and try again.

Pamela knows what to look for and knows the coverages to recommend for a truck line.
Now she wants to know what questions to ask to show she understands the truck line industry.
The ACORD application is helpful but she wants to ask all of her questions at one time so that
she can make a complete submission to the insurance companies.

Pamela turns to the Truckers Minimum Recommended Coverage Questionnaire for the
questions. She reviews the recommended listing of coverages and then selects only the
minimum recommended coverages listed on the narrative.

Truckers Questionnaire based upon Minimum Recommended Coverage
Category: Trucking and Transit
Minimum recommended coverage:

Building, Business Personal Property, Business Income and Extra Expense, Employee
Dishonesty, Money and Securities, Accounts Receivables, Computers, Motor Truck Cargo,
Valuable Papers and Records, General Liability, Employee Benefits, Umbrella, Motor Carriers
Liability and Physical Damage, Hired and Nonownership Auto, Workers Compensation

Other coverages to consider:

Earthquake, Flood, Cyber liability, Employment-related Practices, Environmental
Impairment, Warehouse Operators’ Legal Liability, Stop Gap Liability

GENERAL INFORMATION

Account:

Account number:

Agency:

Agency number:

Producer:
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Producer number:

Legal business name(s)

WHY?
The correct legal business name is needed since policy conditions provide for payment only for
the financial interest of the insured shown. If the named insured is incorrect, payment could be
denied.

But being listed does not guarantee coverage unless the parties have an insurable interest

It’'s a good idea to confirm that the First Named Insured is the one who should receive all
cancellation notices, audit reports, and other important insurance notifications.

Mailing address

Type of entity:
____Individual ____ Corporation ____ Sub-S Corp.
____Partnership ____Joint Venture

____ Not-for-profit ____ Limited Liability Company

WHY?
The legal entity is used to determine who is an insured in the various commercial general
liability coverages. If there are multiple named insureds, there can be multiple types of legal
entities.

SIC Code(s):

NAICS Code(s):

Federal ID Number:

When did the applicant start business operations?

When did the present management assume control?

How many years’ experience does the owner have in this type of business?
How many years’ experience does the manager have in this type of business?

WHY?
The owner, manager or head mechanic are vital and critical to the successful continuing
operations of an auto repair garage. If a manager or mechanic leaves to join a different garage
or starts a new business, the customers may follow that individual.

Has the applicant ever been involved in a bankruptcy procedure? _ Yes __ No
If yes, explain including the type of bankruptcy and the filing date.

Names of subsidiary companies or joint ventures that are not part of this application:
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WHY?
An insurance agent, like a risk manager, must identify potential gaps in coverage. A customer
may be making assumptions about coverage for its various joint ventures and/or subsidiaries.
Identifying these early could prevent potential gaps in coverage. It may open a dialogue on the
topics and allow the customer to decide on whether to purchase coverage for its joint ventures
and/or subsidiaries.

Important People Name Phone Number

Owner/Principal:

Other Decision Makers:

Plant and Grounds:

Financial:

Legal:

Claims:

WHY?
People are what make a business succeed. Successful risk management depends on knowing
who can make decisions and who must be consulted. The managers of dispatch and garage
operations can provide valuable insight into the actual operations of the company.

The applicant’s primary operations are:

WHY?
A clear understanding of the customer's view of its business is vital for providing risk
management services to the customer as well as working with the insurance company on the
account.

The applicant’s secondary and incidental operations are:

WHY?
These operations may be substantially different from the primary operations. They must be
identified and any hazards evaluated. Entrepreneurs have varied interests and this is reflected
in their secondary and/or incidental operations. Potential areas that are natural offshoots include
opening their private garage operations to others or starting a commercial warehouse. Other
operations could have no relationship to the trucking business at all, except for a relationship
with a customer.

The applicant used to be involved in the following operations, but they have been
discontinued:

WHY?
These operations may have ended but the related products and completed operations
exposures remain active. If the named insured remains on the policy, the exposure must be
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considered still active. Some truck lines evolved from other operations. If so, the prior
operations could still have residual liability exposures that require coverage.

The hours of operations are:

How many days is the applicant open per week?
Is this a seasonal operation?  Yes  No

If yes, what is the season? From to

WHY?
Most truck lines are full-time operations. However, if a truck line suspends operations for certain
months, suspending the auto coverage, other than comprehensive coverage, provides
significant savings. If the entire facility is vacant during the time of suspended operations, the
property hazards change, the loss potential increases, and additional extra precautions are
necessary.

Does the applicant have a safety program? __ Yes _ No
If yes, answer the following:

Name of safety director:

Phone number of safety director:

Attach a copy of the safety program.

WHY?
The truck lines safety program must concentrate on the over-the-road exposures. The federal
trucking guidelines should be considered a minimum for any truck line as far as road
worthiness, driver training, time behind the wheel, and loading and unloading procedures.
Safety programs are effective in reducing losses only when actually implemented. Helping an
insured develop and implement an effective safety program can help prevent injuries, save lives
and save money.

Does the applicant have a disasterplan? _ Yes _ No
If yes, answer the following:

Name of disaster coordinator:

Phone number of disaster coordinator:

Attach a copy of the disaster plan.

WHY?
Disaster plans must be in place that establishes what should occur in the event of a catastrophe
such as a tornado, earthquake, hurricane, fire or cave-in. Pre-planning and training in advance
of a disaster can prevent panic and reduce injuries.

What percentage of freight shipped is:
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% Perishable % Explosives % Furs/Jewelry
__ % Corrosive or flammable chemicals % Liquid
% Refrigerated ___ % Other

Describe other:

WHY?

The types of commodities carried by the truck lines affect the underwriting and rating of the
inland marine, auto and workers compensation coverages. For example, when carriers transport
perishable or refrigerated items, there are additional time constraints that adversely affect
losses. It is important to first determine the types of commodities due to the difficulty of securing
insurance coverage on hazardous or unusual commodities.

BUILDING, BUSINESS PERSONAL PROPERTY AND BUSINESS INCOME
PROPERTY - BUILDING

Premises # Building #

Location address:

WHY?
The location address must be exact since the coverage is specific to the location. If the location
address is incorrect, a loss could be denied.

It is important to know what the insured considers business personal property. This
knowledge will help identify coverage gaps.

Does the applicant own the building? ___ Yes No

If no, answer the following:
Who owns the building?

Is the applicant contractually obligated to insure the building? ___ Yes No

If yes, attach a copy of the contract.
WHY?

Many buildings that appear to be owned are actually leased on a long-term basis. By the
terms of the lease, the insured who is leasing may be required to provide the building property
insurance. In those cases, the limit of Insurance, the causes of loss and other coverage details
are described in the lease. The lease should also address responsibility for the coverage on
improvements and betterments. These factors affect the coverage and valuation decisions
made by the insured.

If the building sustains a major loss, would the applicant replace it with the same type of
structure?  Yes  No
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If no, what would the applicant do?
WHY?

Property valuation and Limits of Insurance selected should reflect the anticipated actions of
the insured following a loss. The insured can select from many options, but the selection should
be made BEFORE the loss so that the policy coverage and limits match the selection. The
valuation and limits decision reached with the initial application should be periodically reviewed
since circumstances change over time.

If the building sustains a major loss, what new building codes would be imposed on the
applicant in order to rebuild?

WHY?

Building codes are upgraded regularly. Since building owners cannot afford to constantly
upgrade to meet new codes, they often do not apply to existing buildings until the building owner
makes major changes due to updating or damages. Occasionally, codes even require a change
in occupancy. Most property forms exclude any additional costs to comply with new code
requirements, but the coverage is available through an endorsement.

Describe any barriers that would prevent the fire department from responding to a fire at the
applicant’s building in a timely manner. These could include locked gates, railroad crossings,
and congested or narrow roads.

WHY?

Trucking operations often fence or enclose the property to prevent theft and vandalism.
These enclosures can prevent fire departments from reaching the protected property. The
owner should establish a plan for fire department access if or when needed.

Describe any barriers or bottlenecks that would prevent the efficient evacuation of the
building.

How many fire extinguishers and smoke alarms are on premises?
____Fire extinguishers _ Smoke alarms
When was the building built?
When were the following systems last updated?

Heating_ Electrical __ Roof __ Plumbing
WHY?

Electrical wiring should be in conduit and inspected regularly since sparks from frayed wiring
can ignite fumes in the garage. Explosion-proof lighting fixtures should be used so fumes are
not ignited by an electrical spark caused by breaks in standard lighting fixtures. All electrical
boxes should be located away from the service bays to reduce the chance of explosions.
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Have there been any additions to the building? __ Yes No

If yes, describe the addition including its date of completion.
WHY?

If a truck firm is located in a non-commercial area, it may be subject to zoning restrictions
that may restrict or prevent rebuilding at the present location after a significant loss. The owners
should establish a contingency plan for relocation and determine the costs involved with such a
move.

PROPERTY - BUSINESS PERSONAL PROPERTY
Premises # Building #
Location address:

WHY?
There may be several buildings within a single premises. All buildings should be clearly
identified through a site map to ensure none are omitted and that values are correctly assigned.
If the location address is incorrect, a loss could be denied.

Describe the business personal property.
WHY?

It is important to know what the insured considers business personal property. This
knowledge will help identify coverage gaps. One major concern is property of others. In most
cases, property of others is not covered if not shown as a separate insured item.

Do the applicant’s business personal property values fluctuate? _ Yes __ No
If yes, is the fluctuation _ Monthly _ Seasonal (from to )
WHY?

Fluctuating business personal property values can lead to coinsurance and underinsurance
issues. Value reporting forms and peak season endorsements can be valuable tools to resolve
any problems.

Is the applicant’s business personal property:
Highly flammable: _ Yes _ No
Susceptible to severe damage from: _ Smoke  Heat  Water _ Temperature

WHY?
Understanding business personal property's vulnerability to loss aids in risk management.
Highly combustible property should be kept away from any heat-producing processes; it should
be stored in well-ventilated rooms or vaults that are separate from materials that could increase
the spread of fire.
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Do any other occupancies in this building present a significant exposure hazard to the
applicant? Examples are explosion, fire or chemical hazards but are not limited to just them.

Yes __ No

If yes, describe.
WHY?

Other occupants of a building can be the major fire exposure for that location.
Understanding the nature of the other occupancies is the first step in the risk management
process for your customer. The other occupancies can't be forced to change but the insured has
some options, including the option to move to a different location.

Would business personal property be damaged if the outside heat, light or power failed?
___Yes____ No

If yes, answer the following:

Describe what would be damaged and how quickly.

How is the heat, light or power transmitted to the applicant?

Will alarms sound or other notification be made if power fails or shuts off?  Yes  No
Are backup generators available?  Yes  No
WHY?

Trucking firms cannot operate without heat, electricity and water, so their business is dependent
on utility services. The utility service coverage available in the unendorsed property coverage
form is very limited so endorsements to provide coverage that is more specific should be
encouraged.

Are detailed records kept of all inventory, machinery, fixtures or equipment including

purchase date and price? __ Yes ___ No
Are all items labeled and assigned inventory numbers? _ Yes _ No
WHY?

The time to prepare for a loss is before it occurs. If the insured understands the need for records
to document their business personal property, underinsurance problems can be reduced and
claim settlements can be handled more expeditiously.

Are paints and varnishes stored on premises? _ Yes  No

If yes, how much and how is it stored?

Does applicant spray paint on premises? ___ Yes __ No

If yes, is a UL-approved spray booth used for all spray painting? ___ Yes No

Are flammable liquids such as paints, glues and varnishes used and stored?
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Yes __ No

WHY?

Most truck lines have a garage on premises for service, maintenance and repair of their
owned vehicles.

Vehicle repairs involve gasoline and other flammable liquids. This creates significant
potential for fire and smoke damage. Separating the repair facility from other operations is an
important loss reduction technique.

Only a one-day supply of flammable liquids should be kept in the repair facility. Bulk storage
of flammable liquids should be in approved cabinets, receptacles or areas designed for such
storage. The fumes from these liquids are often more flammable than the liquid so the storage
area must address this hazard as well. Employees should be trained in the correct storage,
dispensing and handling of this property.

Does the applicant do welding or soldering on premises? ___ Yes __ No

Is gasoline drained prior to any welding or soldering?  Yes _ No

WHY?

Welding and soldering should be conducted away from all flammable liquids and fumes. It is
best to conduct these activities away from any combustible susceptible materials.

Gas tanks or other parts of a vehicle containing fuel should be removed from the vehicle,
completely drained and then washed to eliminate fumes before any welding or soldering in order
to prevent fire and explosion.

How is drained gasoline stored?

WHY?

Drained gas should never be placed in an open container. It should be placed in a UL
approved flammable liquids container and disposed of in an environmentally safe manner.

BURGLAR ALARM
Describe any burglary exposures beyond what is usual to this type of business.

Describe any special features to the burglary alarm or safe or vault systems that are not
noted elsewhere.

WHY?

An alarm is only as effective as the response to the alarm. In addition to making an audible
sound at the location, it should also notify the police department or an alarm monitoring
company.
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PROPERTY - BUSINESS INCOME

Premises # Building #

Location address:

What expenses would continue during any business suspension?

$ preceding 12 months $ current year

WHY?
It is important for an insured to determine and distinguish between expenses that continue,
those that do not and others that are elective or voluntary. Payroll expense is an example of an
expense that can be included, included with conditions or totally excluded.

How many days would the applicant need in order to resume operations?

WHY?
There is coverage for only 30 additional days after the business resumes normal operations.
The insured should consider how long it may take to rebuild its clientele after an extended
business interruption. If it cannot accomplish this within 30 days, purchasing coverage for a
longer period should be considered.

Would the applicant’s net income equal pre-loss levels as soon as the operations resumed?

Yes  No

If no, how many days would be needed before the income would return to the pre-loss
level?

30 60 90 120 ___ 150 __ 180
210 240 270 310 340 370
WHY?

Regular customers will quickly take their business elsewhere if the garage is out of business
for an extended time. Regaining those customers as well as attracting new ones takes longer
than 30 days. The insured should estimate the number of customers that would be lost and the
length of time to replace them. With this information, an insured can choose an extended
business income time period and limit of insurance.

Describe all pieces of equipment or type of operation that would cause a suspension of
operations until it was replaced, repaired or resumed.

Are there customers upon whom the applicant is dependent for continued operations?
___Yes___ No

Note: If yes, consider using the business income for dependent properties endorsement.

WHY?
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Some truck lines have one or two large customers that account for more than 50% of their
annual receipts. If one of those customers no longer needs the truck line services, the revenues
of the truck line will drop substantially. The Business Income from Dependent Properties
coverages can protect the truck line when the revenue loss is due to a covered property loss at
the customer’s premises. The coverage is available even if the insured does not carry any other
type of business income coverage.

INLAND MARINE — ACCOUNTS RECEIVABLE

Premises # Building #

Location address:

What is the average monthly amount of receivables over the last 12 months?
What is the maximum monthly amount of receivables during the last 12 months?
What is the estimated cost to re-create all accounts receivable records? $
WHY?

This coverage is subject to an 80% coinsurance requirement, so an adequate limit is
important. Accounts receivable coverage includes the cost of recovering the accounts as well as
the value of the accounts receivable. The valuation for the accounts receivable should include
any costs anticipated to re-create the records. These include retrieval, employee time (including
overtime), and other needed expenditures to restore the accounts receivable.

Describe the present disaster plan for reconstruction/recreation of accounts receivables.
Where are accounts receivables records stored?
WHY?

Accounts receivable coverage includes the cost of recovering the accounts as well as the
value of the accounts receivable. The valuation for the accounts receivable should include any
costs anticipated to re-create the records. These include retrieval, employee time (including
overtime) and other needed expenditures to restore the accounts receivable.

What percentage of the records is duplicated and stored separately? %

How long are duplicates kept?

Where and in what type of receptacles are the duplicate records stored?
WHY?

A critical risk management technique is to maintain a complete copy of company financial
records off-premises

This information is important in helping a business resume normal operations. It provides
the documentation used for premium reductions.
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INLAND MARINE - COMPUTERS
Premises # Building #

Provide values for the following owned and leased items at this location:

ACV RCV
Owned computer hardware $ $
Leased computer hardware $ $
Owned and leased hardware in transit $ $
Proprietary software $ $
Purchased software $ $
Software-related books, forms, documents $ $
Software in transit $ $
Fax machinery $ $
Telephone systems $ $
Photocopiers $ $
Other $ $

Describe other.

WHY?

Many truck lines use computer devices in their trucks to monitor driver performance, provide
tracking information and more. While there may be some coverage under the auto policy, the
Inland Marine Computer coverages are usually broader and more flexible. They also provide
coverage specific to the computer such as breakdown coverage and virus protection.

It is important to list the items and their values that are to be covered under a computer
policy since all those items can then be removed from the business personal property values.
Coverage under a computer policy is broader and duplicate coverage does not result in double
payment - just double premium!

Will the applicant significantly change its computer set-up if aloss occurs? _ Yes  No
Describe planned modifications and cost.

WHY?
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If the insured has a plan to replace computers, it should be shared with the insurance
company and the policy endorsed accordingly. Advance agreements make loss settlements
easier for all parties.

INLAND MARINE — GOODS IN TRANSIT

Describe owned property or property of others that is transported by any mode of
transportation, including by bicycle, car, truck, train, air or boat or sub-space transport.

WHY?

Most trucks lines specialize in transporting certain types of property. Since premium charges
vary based on the type of property hauled, it is important to be as precise as possible in
describing the types of cargo regularly transported.

Is there any transport of live animals? _ Yes  No
If yes, describe animals and method of transport.
WHY?

Damage to live animals is usually excluded from transit policies unless coverage for them is
added by endorsement. It is important to identify the exposure and any related coverage gaps. If
an exposure exists, the insured should be made aware of the exclusion and the cost of filling the
coverage gap through endorsements or specialty coverage forms. If applicant transports goods
in its own vehicles, describe alarms and attach copy of certificates.

If applicant transports goods in its own vehicles, are goods kept in locked conveyance (such
as trunk or truck body) at all times? ___ Yes __ No

Do employees transport applicant's goods in their own vehicles?  Yes  No
If yes, answer the following:
Describe the types of items transported.

What is the maximum value? $

Does the applicant transport any explosives or blasting caps? ___ Yes __ No
If yes, describe in detail the precautions taken to insure safe passage.
WHY?

Many insurance companies require insureds to keep goods in transit in locked
compartments at all times or the coverage is void. It is important to understand how the client
operates so you can point out this potential coverage gap or have the insured pay additional
premium to remove the warranty.

Transporting explosive and blasting caps requires federal government permits and licensing.
The insured should have all necessary permits and truck labeling required. In addition, all
drivers must have the Hazardous Material (Haz-Mat) licensing.
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Alarm systems may be required in order to obtain coverage. It is important to accurately
describe any alarm since it may become part of an enforceable coverage warranty.

Does the applicant transport red label products in its own vehicles? __ Yes __ No
If yes, describe techniques used to keep temperature controlled.

Does the applicant transport chemicals in its own vehicles?  Yes  No

If yes, describe precautions to prevent overturn.

WHY?

This material requires special handling techniques to prevent explosions. All drivers must be

licensed to transport Haz-Mat materials and must transport the material following applicable
federal and state guidelines.

Does the applicant use refrigerated trucks to transport goods? _ Yes _ No
If yes, answer the following:

What is the farthest a refrigerated truck would travel?

Are there alarms in the truck to notify the driver of temperature fluctuation?
___Yes____ No
Are run times staggered? _ Yes __ No

Are routes and schedules changed randomly? __ Yes __ No

WHY?

Coverage is available to cover the failure of the refrigeration equipment but there are usually

requirements regarding the maintenance and monitoring of the equipment.

All companies transporting goods depend on their drivers. Periodic surprise inspections and

regular monitoring of logs, MVR checks and training must be conducted to keep drivers aware
of the company’s requirements and expectations.

INLAND MARINE - SIGNS

Premises # Building #

Location address:

Is this premises owned? _ Yes _ No

Is the sign neon, fluorescent, automatic, mechanical or electric? ___ Yes __ No

Note: If the answer is no, the sign is not eligible for inland marine coverage. If coverage is
desired, a property form should be considered.

Describe any unusual sign features or vandalism exposure not addressed elsewhere.
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INLAND MARINE - VALUABLE PAPERS

Premises # Building #

Location address:

Can valuable papers be replaced?  Yes  No
What percentage will need to be replaced? %

What is the estimated cost to re-create? $

WHY?

The most valuable documents for a truck line are their bills of lading and operating permits.
Other valuable papers may also be present and include property deeds, service contracts,
government contracts, grants and similar papers important to the continuation of operations.

If a valuable paper or document cannot be replaced with one of like kind or quality, it must
be specifically described on the policy. If not scheduled, it is not covered. Describe the present
disaster plan for reconstruction/re-creation of valuable papers.

Where are valuable papers stored?
What percentage is duplicated and stored separately? %

How long are duplicates kept?

Describe the location and receptacle where the duplicate valuable papers are stored.
WHY?

The insured should do an assessment of its valuable papers. A determination is first made
as to which documents are valuable. The insured then determines which documents can be
replaced or re-created and which are irreplaceable. Replaceable documents are valued and
included as a single limit for coverage and the irreplaceable items are individually valued and
scheduled.

Duplicate valuable papers should be kept for as long as the originals exist.

No credit is given and no warranty is imposed for the duplication of valuable papers.
However, by duplicating the papers, the insured can return to full operations more quickly after a
loss.

CRIME - EMPLOYEE DISHONESTY
PRIOR POLICY

Provide the policy number, carrier, limits and the inception and expiration dates of any policy
that provided employee dishonesty coverage for the applicant over the last five years.

Policy number: Carrier:
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Employee dishonesty limit: Inception date Expiration date

Note: This information is needed when a loss is discovered in the current policy year for an
occurrence in prior years

WHY?
Note: This information is needed when a loss is discovered in the current policy year for an
occurrence that took place in prior years.

The Employee Dishonesty policy is unusual since it refers to a previous policy. If a loss
occurs, the settlement may depend on information from the previous policy.

EMPLOYEES
Does the applicant employ any person who has committed a theft or dishonest act?

Yes  No

WHY?
Note: These employees are excluded from coverage and should not be included for rating
purposes.

Are all potential employees screened prior to employment? _ Yes __ No
Are references required and verified?  Yes  No
WHY?

The insured must be made aware that the policy does not cover losses caused by any individual
who has previously committed a dishonest act. This coverage gap could be significant and
expensive for the insured.

Does the applicant contract with another firm to lease employees?  Yes No

Does the applicant lease employees without using an outside agency? ___ Yes No

Does the applicant use volunteers? __ Yes __ No
WHY?

Note: Temporary leased employees who are substituting for reqular employees are covered;
others, including volunteers, are excluded and should not be included for rating purposes.

Truck lines may directly lease an employee without going through a leasing agency. These
employees are considered independent contractors and are not covered under most Employee
Dishonesty coverage parts. This is a serious coverage gap that should be brought to the
insured’s attention. Alternative risk approaches can then be developed.

Smaller trucking firms may have family or friends help out in the office without compensation
when an owner or other employee must drive because of customer requirements. These
helpers are considered volunteer workers and are not covered under most Employee
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Dishonesty coverages. This coverage gap should be identified because coverage
endorsements are available to address the circumstance. IMPORTANT: The persons most
trusted are usually the ones who can steal the most.

MANAGEMENT CONTROLS

Does a person outside of the applicant’s accounts payable unit verify the accuracy of all
monthly paid invoices? __ Yes __ No

Are invoices stamped "paid" at the time checks are issued to prevent duplicate checks from
being issued to fictitious persons? __ Yes _ No

Are auditor-suggested improvements in internal controls implemented? _ Yes  No

Is there adequate separation of duties between employees who:

Receive money and keep books? ___ Yes __ No

Disperse money and keep books? _ Yes  No

Reconcile bank accounts and deposit or withdraw? _ Yes  No
WHY?

Allowing one person to control all of a company's finances is unwise. It creates the potential for
an employee to misappropriate funds.

Smaller operations may not be able to financially justify more than one employee handling
the books, accounts and records. In these situations, using a reputable outside accountant or
bookkeeping firm may be more cost effective than having one employee performing these
functions without supervision.

CRIME - MONEY AND SECURITIES

Premises # Building #

Location address:

INSIDE THE PREMISES

Are money and securities kept in a locked safe or vault or other receptacle?  Yes  No
If yes, describe.

If no, where are they kept?

Does this location require a different limit from the rest of the locations?  Yes  No

If yes, what is the limit for this location? $

WHY?
A separate survey is needed for each premises where there is money and securities because

the exposures and protective devices will vary by premises. Safes and receptacles, alarms, and
amounts of money are unique to each location.
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Locked receptacles are great for preventing casual thievery and they also help minimize
other types of losses. Safes or other similar receptacles can protect money and securities
during fire, windstorm and other causes of loss.

A blanket limit is used on all locations unless specifically stated otherwise. This affects the
rating and may also require the use of an endorsement.

Does applicant have any peak periods of cashonhand? __ Yes __ No
(Example: Churches/synagogues — high holidays; nonprofits — fund raising events, etc.)

If yes, amount $ Time period(s)

WHY?
The on-premises money coverage does not apply to money taken home by the owner or an
employee for safekeeping. This coverage ends when the money is removed from the business
premises.

Are all cash registers located in well-lit areas that are easily seen from the street and/or

other parts of the premises? _ Yes _ No
Are customers' credit/debit cards checked for validity? _ Yes _ No
Does the applicant accept personal checks? _ Yes  No
Does the applicant have a safe depositbox? _ Yes _ No

If yes, answer the following.
Where is the safe deposit box?
Name and address of depository:

What is the minimum value of its contents? $

What is the maximum value of its contents? $

WHY?

Identifying peak times for cash amounts on hand alerts you to the need for a peak season
endorsement or a possible increase on the overall limit on money and/or securities

Establishing and following a single, uniform money handling procedure can reduce
problems. Haphazard money handling procedures can cause either too much or too little money
to be on hand

OUTSIDE THE PREMISES

What is the maximum amount of money or securities carried off premises by any one
person? $

Do these individuals vary:
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the time of day at which they go to the bank? __ Yes _ No
the conveyance usedtogotothebank? _ Yes  No
the route they take to the bank? __ Yes _ No

WHY?
Individuals who regularly deposit money should periodically change routines and routes when
going to the bank so that criminals cannot ‘lie in wait’ for them.

Do salespersons, truck drivers, or any other employees keep money or other valuables
away from premises at night or on weekends? _ Yes __ No

If yes, who is permitted to do so and what is the maximum amount of money exposed?
Do salespersons, delivery persons or others collect money? _ Yes _ No

If yes, what are the average and the maximum amounts any person may carry?

$ Average $ Maximum

Does the applicant use an armored car service? ___Yes ___ No
If yes, describe.

WHY?
Money and securities coverage applies off premises at a residence only if the employee
transporting the covered property stays with the property at the residence. If the employee
leaves the property unattended and it is stolen, coverage could be denied. Coverage is intended
to apply only when covered property is being transported — not for overnight or extended
periods at temporary locations.

EXTORTION

Does the applicant or any of the applicant’s officers, partners, managers, or members work
outside of the United States, Puerto Rico or Canada? ___ Yes __ No

If yes, list the countries.
WHY?

Extortion policies limit coverage to the United States, Canada and Puerto Rico unless
endorsed to extend to other areas. The NAFTA, CAFTA and pending South American Trade
Agreements may have employees working and traveling more frequently within all of the
Americas, so a listing of countries is important to avoid coverage gaps. If specific countries are
listed, consider including contiguous countries due to travel problems that might cause
deviations from established travel plans.

Has the applicant ever received extortion threats? _ Yes __ No

If yes, describe in detail. Include dates and resolution.
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Are there procedures in place in case of an extortion attempt? _ Yes  No
If yes, describe.
WHY?

The type of protection needed by an individual depends on where they are traveling and
why they are considered at risk. A risk assessment must be made for each job position and an
appropriate amount of security assigned to protect each individual in that position.

Preplanning is an important part of prevention and also of minimizing loss exposure.
Employees should have a procedure to follow if they receive an extortion demand via phone call
or e-mail. The most important part of the plan is to have a phone number for an employee to
contact and to have the person at that phone number equipped and trained to take over the
problem.

LIABILITY — GENERAL LIABILITY

ON PREMISES EXPOSURES

Describe the applicant’s on-premises operations.
Describe how the applicant disposes of waste.
WHY?

Truck lines having repair operations must follow approved EPA guidelines for the disposal of
gasoline and oil. Motor oil, gasoline, tires and batteries must be disposed of in accordance with
Environmental Protection Agency (EPA) guidelines. The insured should have a written contract
with an EPA approved company to handle all disposals. If there is no contract in place, the
insured may be tempted not to adhere to the guidelines.

Does the facility comply with the National Fire Protection Association's Life Safety Code
concerning the number, size and arrangement of exits? _ Yes _ No

If no, explain.

WHY?
Regardless of the size of an operation, there are concerns on how employees and other can
exit the premises during an emergency. Exits must be adequate in number and properly
positioned and marked.

Employees should know how to safely exit a structure and how to lead others out.
Does management conduct regular fire drills? ___ Yes __ No

Are large panes of glass, both inside and outside, properly marked or etched to prevent
accidental contact? Yes  No

WHY?
Fire drills are important in larger facilities. What appears simple during normal operations is very
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difficult with the regular lighting out and alarms sounding. Fire drills reduce the chance of panic
and injuries in a real fire.

Does the applicant own, jointly own, hire, or lease any watercraft or aircraft?
Yes  No

Note: If yes, there is limited or no coverage for these operations under Commercial General
Liability policies. Consider completing the appropriate Aircraft Ownership or Ship or Boat
Ownership Supplement.

WHY?

It is important to identify gaps in coverage, since the general liability policy excludes most
watercraft and all aircraft liability exposures.

Does the applicant provide any child or adult care on premises? _ Yes _ No
Note: If yes, consider including the day care supplement.
Is food handled on premises?  Yes _ No
If yes, answer the following:
Are food handlers required to use proper hygiene? _ Yes __ No
Has the establishment been cited by the Board of Health? ___ Yes __ No

If yes, explain:

Does the insured store cleaning materials in a separate area distant from the food storage
area? Yes No

WHY?

Food poisoning can develop simply from having snacks available for workers. All food-
related exposures must be identified and evaluated.

What are the percentages of types of floor covering in public areas?
% Wood % Linoleum __ %Tile % Carpet % Other
Describe other.

WHY?
Slips and falls are the leading cause of premises losses. Floor coverings contribute significantly
to losses if not properly maintained. Safety recommendations to prevent slip and fall losses vary
depending on the type of floor covering used.

How many exits are available?
Are all exits free of obstruction, lighted and marked with exit signs? ___ Yes __ No

Is there emergency lighting? _ Yes No
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Are all exits equipped with panic door hardware? __ Yes __ No

If no, are all exits kept unlocked during business hours? _ Yes _ No

WHY?
Separate customer waiting areas should be provided. These areas should be comfortable and
free of obstructions and slip and fall hazards. Exits must be clearly marked with doors unlocked
or equipped with panic hardware for easy escape. Escape should lead directly to the outside
and not through the work area. Customers should never be permitted in the work area.

PARKING LOTS AND SIDEWALKS

Does the applicant own or rent parking facilities that are available for clients, customers,
employees, and/or the general public? _ Yes  No

If yes, describe the parking facility(ies).

Length  Width Number of stories Number of spaces

Attendant (Y/N) Proximity to applicant premises

If yes, answer the following:
Does the applicant charge afee? _ Yes __ No
If yes, consider completing the Garagekeepers questionnaire.

Does the applicant have vehicles towed when improperly parked on the premises?

Yes  No

Does the applicant hire a towing company to remove vehicles parked on the premises
without permission? __ Yes _ No

If yes, is there a contractual agreement with the towing company? __ Yes _ No
If yes, attach a copy of the contractual agreement, if any, with the towing company.

Does the towing company provide insurance to meet its contractual agreement?

Yes  No

Does the applicant require a certificate of insurance from any towing company that provides
services on the premises?  Yes  No

If yes, attach a copy.

Have arrangements been made for snow and ice removal from the parking lot and walkway?
Yes __ No
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WHY?
Areas for customers to drop off and pick up their vehicles should be clearly marked and
separated from other customer parking areas and repair operations.

OFF-PREMISES

Do applicant employees interact regularly with customers off-premises?  Yes  No
If yes, answer the following:

Describe the clientele by percentage.

% Residential ___ % Commercial ___ % Institutional ___ % Public

WHY?

Truck drivers perform their duties off-site and are observed by their supervisor when dealing
with customers. This presents opportunities for both inappropriate and criminal interaction.
Customers expect the truck line to employ only safe and competent employees and will hold
that employer responsible if injured by a driver.

Truck drivers making deliveries to residences should be subject to the greatest scrutiny
because they are working with the most vulnerable customers. Elderly or disabled persons and
stay-at-home parents are often alone when receiving deliveries. Opening a door to a truck driver
should not be a hazard to one’s health.

Do employees travel alone? _ Yes  No

Are employees screened for criminal background? _ Yes _ No

Describe the procedure for training, monitoring and supervising all such off-premises
employees.

WHY?

Truck drivers need as much, if not more, training, monitoring and supervision than on-site
premises employees. This includes not only the driving aspects of the job but also the customer
interaction portion as well.

CONTRACTUAL EXPOSURES
Does the applicant lease the premises? __ Yes __ No

If yes, answer the following:

Is there a written waiver-of-rights provision for damages to property? __ Yes __ No
Is there a written waiver of subrogation? ___ Yes __ No

Is there a written hold harmless agreement? __ Yes __ No

Are maintenance responsibilities delineated clearly in the contract? __ Yes _ No
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Indicate under which of the following agreements the applicant has assumed liability of
others:

____ Lease agreements for real estate __ Sidetrack agreements

____ Lease agreements for signs, refrigerators, etc.

____Elevator maintenance ____ Contracts for electric power, steam, etc.
____Easement agreements

____Other contracts such as construction, installation, compliance certificates, etc.
Attach a copy of each contract and/or agreement indicated above.

Is the applicant’s insurance policy required to be primary under any of the indicated
contracts? __ _Yes _ No

WHY?
Most businesses use lease agreements. These contracts normally involve an indemnification
clause. Not all indemnification agreements are equal so they should be reviewed to prevent
potential gaps in coverage.

Insureds regularly sign contracts, expecting them to be covered under their liability policy
and are then surprised when there is no coverage. It is important that the insured understand
that not all contracts or circumstances are covered.

SUBCONTRACTORS

Does the applicant regularly use subcontractors? _ Yes  No

If yes, answer the following:

Describe the type of work the subcontractors perform.

Describe procedures used to monitor the timely receipt of certificates of insurance.

Is there a written contract? __ Yes __ No

If yes, attach.

If no, describe the terms and agreements between the applicant and the subcontractor.

WHY?
A written contract prevents the subcontractor from being considered an insured's employee.
Subcontractors are hired for their expertise. The insured and the subcontractor should always
have a contract that specifies responsibility and clearly defines the role of the subcontractor.
Open-ended contracts or no contract at all can substantially complicate a loss.

Certificates of insurance are necessary for audit purposes and proper risk transfer. Under
specific circumstances, lack of a certificate of insurance causes subcontracted work to be rated
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as if it were performed by the insured. Premium earned as a result of such work will be charged
to the insured instead of to the subcontractor.

PERSONAL AND ADVERTISING INJURY EXPOSURES
Does the applicant advertise its products, goods or services?  Yes _ No

If yes, what media are used and what is that medium’s percentage of the overall advertising
budget?

% Television ___ % Direct mail ___%Radio ___ % Signs
% Newspaper ___ % Yellow Pages ___ % Magazine
% Internet % Other

Describe other.
WHY?

All media advertising should be arranged through a qualified advertising agency or a
company that specializes in advertising. These companies should have professional coverage
to protect the insured if there is a problem with the ad content.

Does the applicant have a web page? _ Yes ___ No
Does the applicant use an advertising firm and/or outside web designer?  Yes  No
WHY?

Web sites are an important part of business identification today. If the material on the Web
site is considered informational only, it is not considered advertising. However, if the Web site is
an advocacy or sales tool, the Web site is considered advertising. This distinction will affect the
coverage.

An outside Web site designer or firm should have professional coverage for any advertising
they place on a Web site.

LIQUOR

Does the applicant ever serve, sell, or furnish alcoholic beverages to employees,
customers, or the general public? ___ Yes __ No

If yes, is the applicant in the business of selling, distributing, or serving liquor?
Yes __ No

Note: If yes, there is no liquor coverage under the General Liability policy. Consider
completing the liquor liability questionnaire.

If no, what precautions does the applicant take to prevent guests from driving when they are
intoxicated?
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OTHER PROFESSIONAL SERVICES

Is there any exposure for professional services performed by the applicant’s own personnel
or through the use of subcontractors (i.e., beauty/barber shops, accounting, notary public,
druggists, data processing, etc.)? Yes ___ No

Note: If yes, consider completing the Professional Liability Questionnaire.
LIABILITY - EMPLOYEE BENEFITS

Does the applicant provide benefits to employees? _ Yes _ No

If yes, describe the benefits offered.

Health Life ____Disability __ Stock purchase

____ Pension ____401(k) __ Other
Describe other.

WHY?

Any employee benefit plan must be clearly written, published and available for all employees

to review. Guidelines must be precise as to eligibility and enrollment procedures as well as
details concerning termination of plan eligibility.

Are the benefits available to all employees? ~ Yes ~ No

If no, who qualifies and how are the qualifications published?

Who administers the benefit programs?

If an outside firm provides services, provide a copy of the contract.

What is the employee turnover rate?

Is there an established procedure for termination of an employee that includes an
explanation of the benefits along with signed documentation? __ Yes __ No

WHY?

Most employee benefits lawsuits come from the termination process. This means that the
higher the turnover rates, the greater the likelihood of a mistake in administering the plan that
could result in a lawsuit. The insured must have a written step-by-step procedure consistently
followed and documented with each termination. The procedure must include complete
notification to the employee of his or her rights and responsibilities concerning continuation of
benefits. All information should be in writing with important time frames highlighted so that the
employee can refer to it at any time.

LIABILITY - COMMERCIAL UMBRELLA

List all policies that provide liability coverages for the applicant.
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Insurance coverage Primary carrier Limits

WHY?
Umbrella coverage is only over the policies that are listed in the underlying coverage section of
the umbrella policy. No umbrella coverage applies over an underlying policy that has not been
listed.

List countries where the applicant has locations and/or where employees regularly travel.

WHY?
Umbrella policies have territorial definitions that may differ from those of the underlying policies.
Listing the countries helps to identify the possible need for a territorial endorsement.

If there are pickups or deliveries that must pass through Mexico, an international policy
should be considered due to the Mexican auto insurance regulations.

UNDERLYING GENERAL LIABILITY INFORMATION

List all of the exclusions attached to the underlying policy(s).

List or describe any special amendments to the underlying policy(s).
Check the coverages included.

_____Employee Benefits ____ Care Custody and Control
____Product Recall Expense ____Employment Related Practice
___Underground Storage Tank ___ Stop Gap

WHY?
The Umbrella is a separate policy and requires similar endorsements to match the underlying
policies and their endorsements.

The Umbrella Policy must be modified with special amendments that match those of the
underlying primary policies if coverage is to apply at all limits.

The Umbrella policy may not provide coverages for these additional coverages even if they
are shown on the Umbrella policy as underlying coverage. Umbrella policy language and
coverages are not standardized and this can lead to a coverage gap that is not discovered until
after a loss occurs.

Is there owned, hired or leased watercraft exposure?  Yes  No
If yes, describe watercraft including location and duration of exposure.
Is there owned, hired or leased aircraft exposure?  Yes  No
If yes, describe aircraft including location and duration of exposure.

What are the total annual receipts? $
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What is the annual cost for subcontractors: $

WHY?
These are significant exposures that need to be brought to the insurance company's attention. If
coverage is not needed, the exposures should be excluded.

UNDERLYING AUTOMOBILE LIABILITY INFORMATION
List all of the exclusions attached to the underlying policy(s).
List or describe any special amendments to the underlying policy(s).

WHY?
The Umbrella Policy is not a following form product so exclusions, extensions and special
amendments used on the underlying primary policies must be arranged to apply to the umbrella
as well. If the underlying coverages are unique, purchasing an excess policy may be the most
effective way to address coverage gaps.

How many vehicles of the following types are owned or leased by the applicant?

Private Passenger Small trucks Medium trucks
Heavy trucks Extra Heavy Bus
Are vehicles ever hired?  Yes  No

If yes, describe the vehicles hired along with the annual cost and duration.

WHY?
Neither individual vehicles or classes of vehicles are listed on the Umbrella Policy. Underwriting
and rating need to know this information in order to determine exposures and develop premium
charges.

UNDERLYING WORKERS COMPENSATION — EMPLOYERS LIABILITY INFORMATION
List all of the exclusions attached to the policy(s).
List or describe any special amendments to the policy(s).

WHY?
This section is not about Workers Compensation coverage. It is about Employers Liability or the
Stop Gap Liability coverage on this part of the underlying policy. Umbrella coverage does not
apply to Workers Compensation coverage, since the benefits are set by each state. However,
there are limits for Employers Liability coverage and, as a result, a need for Umbrella coverage
above those limits.

Provide the number of employees by state.
State: _ # State: _ #: State: _ #

What is the total annual payroll?
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WHY?
Monopolistic states are of greater concern. Their plans do not include Employers Liability
coverage, so no standard for writing the coverage exists in those states. The underlying
Employers Liability provisions can vary considerably from one another in those states.

AUTOMOBILE

DRIVER INFORMATION

List the names of drivers who maintain a Commercial Driver’s License (CDL).
WHY?

Since driver error is the primary cause of accidents, effective loss prevention begins with the
driver. A good starting point is requiring a Motor Vehicle Report (MVR ) review prior to hiring
new drivers. MVRs should be ordered on a regular basis on all existing drivers. The company
should have a formal written policy outlining acceptable parameters for MVRs as well as a
structured disciplinary program for driving infractions that includes suspension of driving
privileges or discharge.

Are any officers, partners or employees furnished an automobile for their personal use?
___Yes ___ No

Do individuals with a furnished automobile purchase automobile insurance on personally
owned autos? Yes ___ No

WHY?

Individuals supplied with a company vehicle but who do not carry Personal Auto insurance
coverage could be surprised by gaps in coverage if a loss occurs.

Do owned vehicles tow special equipment such as air compressors or concrete mixers?

Yes  No

Are any automobiles used in parades or other events? __ Yes _ No

Are any vehicles laid up for more than 30 consecutive days or more due to seasonal
operations? Yes No

WHY?

Vehicles driven on a seasonal basis can receive a credit for the months that they are not
used.

If subcontractors are used, are procedures in place to monitor the timely receipt of
certificates of insurance? __ Yes No ____No subcontractors

If yes, describe.

WHY?
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Without a certificate of insurance from the subcontractor, a contractor could be responsible
for a subcontractor using his own vehicle on the contractor's project. The use of rating symbol 1
could cause a particular problem in such a situation.

Are any automobiles equipped with cellular telephones, two-way radios, citizens band radios
or similar devices? ___ Yes No

If yes, describe.

Unit # Type Value (ACV)

WHY?

Most truck lines have significant amounts of electronic monitoring and communication
equipment in their vehicles. Since these may be excluded in the auto policies, an Inland Marine
policy should be considered to eliminate potential gaps in coverage.

How many automobiles are parked at one location overnight?

Location # of Vehicles Value

Describe lot protection.

WHY?

This is a risk management aid. Keeping all vehicles at one place creates the potential for a
catastrophic (i.e., tornado or fire) loss. This also affects any recommendations regarding the
need for comprehensive coverage and the type and amount of any deductible.

Does the applicant lease or rent vehicles with operators to others? _ Yes ~ No
Does the applicant lease or rent vehicles without operators to others?  Yes  No
Does the applicant travel to Canada or Mexico? _ Yes _ No

WHY?

Truck lines that operate regularly outside of the United States should consider purchasing an
‘international policy’ that meets the insurance requirements of whatever country they are driving
through. The North American Free Trade Agreement (NAFTA), Central American Free Trade
Agreement (CAFTA) and the pending South American Free Trade Agreement have improved
trade and therefore increased the need for intercontinental shipping but each country still has its
own laws and rules that apply to motor vehicles operating within its borders.

Do vehicles have theftalarms? _ Yes  No

How often do drivers receive refresher courses?
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Is there a set procedure to be followed in case of accident? _ Yes __ No
Are drivers trained in cleanup procedures? _ Yes  No

What is the maximum radius of operation?

What is the average radius of operation?

Does the applicant transport red-label adhesives? _ Yes _ No

If yes, answer the following:

Are all drivers required to have Haz-Mat licenses? __ Yes _ No
Is the transport limited to certain times of the day? _ Yes _ No
Are trucks clearly marked? _ Yes __ No

WHY?

Red-label adhesives are combustible at relatively low temperatures. They must be kept cool
and stable and kept away from any flame, spark, heat or other sources of combustion. Transport
of this property is dangerous and requires special driver training and licensing. In addition, the
transporting vehicles must be appropriately marked and labeled.

Does the applicant transport chemicals? _ Yes  No

If yes, answer the following:

Are all drivers required to have Haz-Mat licenses? _ Yes _ No
Is the transport limited to certain times of the day? __ Yes _ No
Are trucks clearly marked? _ Yes __ No

WHY?

When transporting chemicals the driver must be familiar with the characteristic of the
particular chemical and the cleanup procedure following any spill. When there is bulk liquid
transport, tank cleaning procedures must be established. This is particularly important when the
tank is used for more than one type of chemical in order to prevent contamination of the product
and chemical reactions. Chemical transport requires special driver training, licensing and
vehicle labeling.

AUTOMOBILE - HIRED AND NONOWNERSHIP
HIRED/BORROWED AUTO

Is the applicant required to provide the primary coverage for any hired or borrowed
vehicles?  Yes  No

If yes, answer the following:

Will the applicant be hiring or borrowing the same vehicle for more than six months?
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___Yes ___ No
Note: If yes, the auto should be covered in the same way as an owned vehicle is covered.
Is the owner of the vehicle an employee of the applicant? _ Yes _ No

Is an employee hiring the vehicle in his or her own name in order to perform the applicant’s
business? ___ Yes ___ No

List the states where the applicant may hire or borrow vehicles and provide the estimated
annual cost (put "if any" if unknown).

State: _ Cost: State: Cost:
Is hired auto physical damage required? _ Yes __ No
Are vehicles hired with drivers? _ Yes No

Describe the types of vehicles hired or borrowed and the reason the applicant hires or
borrows them.

NON-OWNED
What is the total number of employees at all locations?

If the applicant is a partnership, what is the total number of active and inactive partners?

What percentage of employees regularly use their own vehicles in the applicants’ business?
_ %

Does the applicant want to provide Employees as Insureds coverage? __ Yes __ No

Do employees use their personal vehicles to provide "on demand" deliveries to homes
and/or businesses? Yes No

WHY?
Employees should never be given a reason to ignore traffic laws and safety issues, such as an
incentive or an “on time’ delivery guarantee.

WORKERS COMPENSATION

OPERATIONS

List all states where the applicant anticipates working during the next twelve (12) months.
WHY?

In addition to the states where operations are conducted, it is important to know states
through which the drivers regularly travel. This is because an injured worker can submit a claim
in either the state where the main operation is located or the state in which the injury occurred.

Are operations performed on public works projects outside the United States?
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___Yes ___ No
If yes, describe.
Note: Consider completing the Foreign Operations Supplement.

Does the applicant perform operations on docks, piers, wharves, etc. that are on navigable
waters? _ Yes ___ No

If yes, describe such operations.

Note: Consider completing the Longshore and Harbor Workers Compensation Act and
Maritime Coverages Questionnaire.

Does the applicant perform any work on barges, vessels, or bridges that span navigable
waters? __ Yes No

Note: If yes, consider completing the Longshore and Harbor Workers Compensation Act and
Maritime Coverages Questionnaire.

Are operations performed on fixed platforms on the outer continental shelf?  Yes  No
If yes, answer the following:

What is the closest governing state?

Where is the work located?

WHY?
Note: The Outer Continental Shelf Lands Act extends the Longshore and Harbor Workers
Compensation Act to apply to employees who work on fixed platforms on outer continental
shelves. Consider completing the Longshore and Harbor Workers Compensation Act and
Maritime Coverages Questionnaire.

Working over water may subject an insured to the United States Longshore and Harbor
Workers Act. Its benefits are dramatically higher than normal state benefit levels.

Does the applicant perform operations on U.S. defense bases?  Yes  No
If yes, describe such operations.

Note: Consider completing the Defense Base Act and Federal Employers Liability Act
Coverages Questionnaire.

WHY?

If a truck line has a government contract involving pickups and deliveries on military bases,
additional questions should be asked. A driver injured on a base may be subject to the Defense
Base Act. Employees subject to the Defense Base Act are excluded under the Workers
Compensation policy so special coverage arrangements are needed to cover this exposure.

Does the applicant perform operations in monopolistic workers compensation states?
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Yes __ No

WHY?

Employees working, or operations performed, in a monopolistic state must be covered under
that state's workers compensation plan or arrangement. Employers liability coverage must be
written separately in monopolistic states.

Note: If yes, consider completing the Employer’s Liability - Stop Gap Questionnaire.
Does the applicant own or jointly own, operate, or lease aircraft and/or watercraft?

Yes  No

Note: Consider completing the Aircraft Ownership Supplement if the applicant has an aircraft
exposure. Consider completing the Ship or Boat Ownership Supplement if the applicant has a
watercraft exposure.

WHY?

Employees working, or operations performed, in a monopolistic state must be covered under
that state’s Workers Compensation plan or arrangement. Employers Liability coverage must be
written as a separate coverage in monopolistic states.

Workers compensation coverage for aircraft or watercraft exposures involves special
classifications and endorsements not provided by all insurance companies. Coverage for these
exposures may only be available in a specialty or surplus lines market.

Describe type of work.

EMPLOYEES

Does the applicant employ migrant laborers? _ Yes _ No

If yes, describe the operation, the duties performed and the length of time employed.
Do employees ever travel outside the United Statestowork? _ Yes _ No

If yes, which countries and what is the average length of time out of country?

Note: If yes, consider completing the Foreign Operations Supplement.

WHY?

If drivers pick up or deliver outside of the United States, the workers compensation laws of
those countries must be evaluated. Employees living in the United States, its territories or
possessions, or Canada are covered under the laws of the state where the business is located.
These employees are also covered when temporarily in other countries. If drivers make frequent
trips or trips of long duration, the definition of “temporarily’ could come into dispute if there is
injury in the other country. Alternative risk solutions should be explored with the insured and the
underwriter.
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Are any of the applicant’'s employees considered exempt from workers compensation
statutes in the jurisdiction where they work? _ Yes  No

If yes, identify the types of employees and the jurisdiction where they are exempt.
WHY?

Not all employees are required to be covered by workers compensation. Each state has
exemptions for certain occupations. However, when a worker is not subject to the workers
compensation laws, the employer loses the lawsuit protections under that law. An employer may
have a significant coverage gap if an employee is not included under the Workers
Compensation coverage since the Commercial General Liability coverage excludes all
employees whether they are eligible for Workers Compensation coverage or not.

Do any employees telecommute or in other ways work out of their homes? _ Yes _ No
If yes, describe the employee job functions and safety procedures for them.
WHY?

If drivers take their vehicles home after work hours, guidelines must be established
concerning the extent of maintenance, if any, permitted to be performed by the employee on the
vehicle while there. In addition, there must be guidelines for permissible activities by drivers
when they are on the road since Workers Compensation coverage travels with the driver.

Does the applicant weld on the jobsite or on premises? __ Yes __ No
If yes, describe the training provided and the safety precautions required.
WHY?

Welding is dangerous to both the welder and to fellow employees. Training and supervision
are key components to a safe workplace where this operation exists.

Are employees trained to use proper lifting techniques including the use of dollies?

Yes  No

WHY?

Loading and unloading of the truck subjects the driver to back injuries. If drivers are
expected to load and unload, appropriate lifting techniques must be taught. Tools to assist in the
handling of freight such as dollies, lifts and similar devices must be provided. Support belts and
other protective gear should also be provided. If drivers are not permitted to load or unload
freight, customer locations should be monitored on a random basis to ensure that such lifting
does not occur.

MANAGEMENT
Does the applicant obtain work permits as local, state, or federal statutes require?

Yes __ No
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Does the applicant have an organizational policy that specifies the maximum number of key
employees who may travel together?  Yes  No

If yes, attach a copy of the organizational policy.
WHY?

The potential of losing several key employees in a single accident creates a significant
workers compensation exposure. Such a loss would also negatively impact the ability of the
company to continue operations. If the applicant employs subcontractors, how does it monitor
their certificates of insurance and ensure that it receives them on a timely basis?

If the applicant employs subcontractors, how is timely receipt of certificates of insurance
monitored for those subcontractors?

WHY?

Truck lines that use independent contractors could be subject to Workers Compensation
claims if those independents do not carry Workers Compensation coverage. There should be
clear guidelines as to the difference between employees and independent contractors that are
consistent with governmental rulings. This “gray area’ could leave an employer in a serious
financial bind if an independent contractor is determined to be an employee based on
governmental or court ruling, but was reported to the insurance company as an independent
contractor

Are all of the applicant’s machinery and equipment properly guarded and secured?

Yes _ No

Does the applicant train employees before they operate any machinery and equipment?

Yes __ No

Does the applicant train employees in the proper way to clean machinery and equipment?

Yes __ No

If the answer to the training questions above is yes, attach a copy of the applicant’s training
manual plus the documentation it uses to ensure that the training is appropriate.

WHY?
Truck line drivers must be capable of effectively handling their assigned vehicles. Initial training
must be followed by periodic supplemental training. The insured should provide all employees
with a training manual that addresses both the drivers and the garage employees, if any.
Regular training should also include OSHA changes and Department of Transportation rulings at
both the federal and state level.

Additional training should be required when a driver is assigned to a different type of vehicle.
Included should be a training requirement for any driver who changes the type of vehicle the
person is driving.
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Whenever a driver is assigned to a different type of vehicle, training specific to that vehicle
should take place.

Are the doors on all walk-in freezers, cold storage boxes, and other automatic locking
storage area equipped with a pass-type latch that can be opened from the inside?

Yes  No

WHY?

All trailers should have mechanisms that allow the driver to escape a locked unit if
accidentally trapped inside. This is especially important with refrigerated units.

Are first aid kits provided?  Yes  No
Is at least one employee (on duty) trained in administering firstaid? _ Yes _ No
WHY?

Each vehicle must have a first aid kit stocked and available for use. The driver should be
responsible for the upkeep of the kit, but its contents should be part of any regular vehicle
inspection procedure.

First aid kits should be strategically placed in the working area, readily accessible and fully
stocked. The insured should have written procedures for re-stocking as needed. At least one
employee on each shift at each location should be trained in emergency procedures directly
related to the type of work being performed.

These employees should also know how to contact health care professionals as quickly as
possible. First aid is important but should never be treated as a suitable alternative to outside
professional care.

Is drug/alcohol testing required for all drivers prior to hire? _ Yes _ No
Is random drug testing of drivers conducted after hire? _ Yes _ No

If yes to the drug/alcohol testing questions above, attach a copy of the company policy and
procedure manual on the subject.

WHY?

A strict policy of drug and alcohol testing should be mandatory. This includes pre-hire testing
and random testing after hire. The policy and disciplinary measures must be included in the
procedure manual. Although Department of Transportation guidelines are mandatory only for
interstate drivers, they should be applied to all drivers.

Is appropriate safety equipment provided for the jobs being performed? ~ Yes  No
WHY?

Safety equipment must be appropriate for the jobs being performed. The drivers should be
required to use seat belts at all times and the seat belts must be inspected for wear at regular
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intervals. Vehicles should be inspected and maintained in proper operating condition at all
times. All garage employees should wear appropriate eye and ear protection. Employees who
lift should have back support belts and use mechanical devices to lift heavy objects.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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“Mastering ACORD Forms: Accuracy, Compliance, and Client Confidence”

@ Learning Objectives

By the end of this course, participants will be able to:
o ldentify the purpose and structure of ACORD forms across major insurance lines.
e Accurately complete common ACORD forms (e.g., ACORD 125, 126, 140, 137, 36).
e Apply compliance best practices to avoid errors and omissions.

o Communicate effectively with underwriters and clients using standardized
documentation.

o Demonstrate proficiency through case studies and knowledge checks.
Course Modules
Module 1: Introduction to ACORD Forms
e History and role of ACORD in insurance standardization.
o Why accurate completion matters (underwriting speed, compliance, client trust).
e Overview of frequently used forms.
Module 2: General Commercial ACORD Forms
e ACORD 125 (Application for Commercial Insurance)
o Sections: Applicant info, business operations, prior coverage.
o Common pitfalls: incomplete business descriptions, missing FEIN.
e Case study: Completing ACORD 125 for a small retail business.
Module 3: General Liability ACORD Forms
e ACORD 126 (General Liability Section)
o Coverage limits, exposures, classifications.
o Compliance notes: ISO class codes, premises vs. operations.
o Practice exercise: Liability coverage for a contractor.
Module 4: Commercial Property ACORD Forms
e ACORD 140 (Property Section)
o Building details, protection class, loss history.
o Accuracy tips: square footage, construction type, sprinkler systems.

o Case study: Office building application.
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Module 5: Commercial Auto ACORD Forms
e ACORD 137 (Commercial Auto Application)
o Vehicle schedules, driver information, loss runs.
o Common errors: VIN mismatches, missing driver MVRs.
e Practice: Fleet of delivery vans.
Module 6: Workers’ Compensation ACORD Forms
o Key fields: payroll, class codes, prior claims.
e Compliance reminders: state-specific variations.
e Case study: Manufacturing company application.
Module 7: Agent of Record Changes
e ACORD 36 (Agent/Broker of Record Change)
o Purpose: transferring servicing rights.
o Proper authorization and client communication.

¢ Role-play exercise: guiding a client through an agent change.
Key Takeaway

This CE course equips agents with practical, compliance-ready skills to complete ACORD
forms efficiently, reducing underwriting delays and strengthening client trust.

To get the most out of this eBook, you need to sign up for a FREE account at
https://lwayground.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:
Test Your Understanding with Multiple-Choice Q&A & Recall Checks
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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] Module 1: Mastering ACORD Forms: Accuracy, Compliance, and Client Confidence

Expanding each module into a full-length educational text per ACORD form is a major
undertaking—essentially building out five mini-textbooks. To keep this manageable and
structured, I'll create them in modular sections (introduction, detailed breakdowns, compliance
notes, case studies, exercises, and extended commentary).

Insurance agents can waste hours per submission when ACORD forms are incomplete or
inaccurate. Industry estimates suggest that manual ACORD workflows can take 30 minutes to
several hours per form, and errors often trigger back-and-forth with underwriters that can
delay placement by days or even weeks.

@ Why Time Is Wasted on Incomplete/Inaccurate ACORD Forms
1. Error Correction Adds Delays

o Typos, missing fields, or outdated information force underwriters to request
clarifications.

o Each correction cycle can add 1-3 business days to the submission timeline.

¢ In competitive markets, this delay can cause agents to miss carrier appetite windows or
lose deals entirely.

2. Opportunity Cost
e Agents spend time fixing forms instead of advising clients or prospecting.

e For agencies handling dozens of submissions weekly, wasted time can add up to
dozens of hours per week across the team.

3. Impact on Underwriters
e Incomplete forms slow underwriting review, reducing efficiency for carriers.

e Underwriters may deprioritize submissions from agents known for inaccuracies, further
delaying quotes.

[l Practical Estimate
e Per Form: 30 minutes—3 hours wasted on manual completion and corrections.
e Per Submission Cycle: 1-5 days lost due to back-and-forth clarifications.

e Agency Level: For an agency submitting 20—-30 commercial accounts weekly, this can
translate to 50-100+ hours of wasted staff time per month.

&’ Why This Matters

o Speed matters in commercial insurance. Carrier appetites shift quickly, and delays
can mean lost opportunities.
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e Errors increase E&O risk. Inaccurate ACORDs can expose agencies to professional
liability claims.

o Automation reduces waste. Platforms that autofill ACORDs from account data and
map forms to one another dramatically cut down on wasted time and errors.

Bottom Line: Incomplete or inaccurate ACORD forms don'’t just waste hours per submission
— they can derail deals, damage carrier relationships, and cost agencies dozens of hours per
month in lost productivity.

Let’s build out a cost-savings model table that quantifies how incomplete or inaccurate
ACORD forms waste money for carriers, and how automation or accuracy improvements can
reduce that waste. This can serve as a compelling teaching aid in your CE course.

[l Cost-Savings Model: Impact of ACORD Form Errors on Carriers

Variable Baseline Impact of Errors Annual Cost
Estimate (Example)
Submissions per year 10,000 20% contain errors 2,000
(mid-size carrier) error-ridden
submissions
Staff time wasted per error 1-3 hours Avg. 2 hours 4,000 wasted
staff hours
Loaded hourly cost $100/hour — $400,000 wasted
(underwriter/support staff) labor
Opportunity cost (lost 5-10% of Avg. $25,000 lost $2.5-5M lost
deals, delayed quotes) error cases premium per case premium revenue
E&tO exposure (claims/legal 1-2 major $250,000-5500,000 §250K-$1M
defense) cases per case potential liability
annually

Total Estimated Annual Cost:
¢ $3.1M-$6.4M for a mid-size carrier handling 10,000 submissions annually.

&’ Teaching Point

o Errors compound quickly. Even a modest error rate (20%) creates millions in wasted
labor and lost revenue.
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e Accuracy pays. Compliance training reduce error rates, saving carriers millions while
improving agent-carrier relationships.

o Stakeholder trust. Accurate ACORDs strengthen carrier confidence, speed
underwriting, and reduce E&O risk.

Let’'s design a learner-facing exercise that uses the cost-savings model table we built. This will
let participants practice calculating wasted costs for different submission volumes and error
rates, reinforcing both compliance and financial impact.

[E7 Exercise: Calculating the Cost of ACORD Errors

Scenario:
You are analyzing the impact of incomplete ACORD forms on a mid-size insurance carrier. Use
the following assumptions:

e Average staff time wasted per error: 2 hours
e Loaded hourly cost: $100/hour
e Opportunity cost: $25,000 lost premium per 5% of error cases
Part A: Baseline Case
e Submissions per year: 10,000
e Error rate: 20%
Prompt:
1. How many submissions contain errors?
2. How many staff hours are wasted?
3. What is the labor cost of wasted time?
4. What is the opportunity cost of lost premium revenue?
5. What is the total annual cost?
Part B: Compare Scenarios

Now calculate for different volumes and error rates:

Page 196 of 470



Submissi Error Error Wasted Labor Opportu Total

ons per Rate Cases Hours (2 Cost nity Cost Cost
Year hrs each) (s100/ (525K
hr) per 5%

of

errors)
5,000 10% ? ? ? ? ?
20,000 15% ? ? ? ? ?
50,000 25% ? ? ? ? ?

Answer Key (Sample for Baseline Case)

1. Error cases = 10,000 x 20% = 2,000
Wasted hours = 2,000 x 2 = 4,000 hours
Labor cost = 4,000 x $100 = $400,000

A w N

Opportunity cost = 2,000 x 5% x $25,000 = $2.5M
5. Total = $2.9M
@ Learning Objective

Learners will be able to quantify the financial impact of ACORD errors and demonstrate how
reducing error rates directly saves carriers millions in labor and lost revenue.
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] Module 2: ACORD 125 — Application for Commercial Insurance

@ Learning Objectives
By the end of this module, learners will be able to:
o |dentify the structure and purpose of ACORD 125.
e Accurately complete each section with required client information.
e Recognize common compliance pitfalls and how to avoid them.
¢ Apply knowledge through a case study exercise.
Module Content
1. Purpose of ACORD 125
e Serves as the master application for commercial insurance.
e Provides underwriters with standardized information about the applicant’s business.
e Links to other ACORD forms (e.g., 126 for liability, 140 for property).
2. Key Sections of ACORD 125

Section What It Covers Compliance Notes Common Errors
Applicant Name, FEIN, mailing Must match Typos in legal
Informatio address, contact details Secretary of State name, missing
n filings FEIN
Business Nature of business, SIC/ Use official Vague
Operations NAICS codes classification codes descriptions
(“retail store™)
Prior Current carriers, policy Verify with loss runs Omitting prior
Coverage numbers, expiration dates carrier info
Loss Claims in past 3-5 years Attach loss runs Underreporting
History claims
Additional Mortgagees, loss payees, Ensure accuracy for Forgetting
Interests certificate holders compliance lienholders
Signature Agent and applicant Required for binding Missing signatures
& Date signatures
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3. Compliance Checklist (Quick Reference)
. Legal name matches state filings.
. FEIN entered correctly.
. SIC/NAICS code provided.
o Prior coverage listed with carrier and policy number.
. Loss runs attached.
. All signatures completed.

4. Case Study Exercise

Scenario:
You are completing ACORD 125 for Peachtree Retail LLC, a small clothing boutique in Georgia.

e Legal Name: Peachtree Retail LLC
e FEIN: 58-1234567
e Address: 123 Main Street, Cumming, GA 30040
o Business Type: Retail clothing store (NAICS 448120)
o Prior Coverage: Travelers, Policy #TRV12345, Exp. 10/01/2025
e Loss History: One slip-and-fall claim in 2023, $12,000 paid
e Mortgagee: Bank of America, Loan #987654
Exercise:
o Fill out the applicant info section with the above details.
o Identify which supporting documents must be attached.
e Spot potential compliance issues (e.g., vague business description vs. NAICS code).
5. Knowledge Check (Sample Questions)
1. What is the most common error in the Applicant Information section?
1. Missing FEIN
2. Incorrect SIC/NAICS code

3. BothAandB
2. Why must prior coverage be listed?

1. Underwriters use it to verify continuity of coverage
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1. Itis optional for small businesses

1. It only matters for property insurance

[T Instructor Notes
o Emphasize accuracy and completeness—underwriters reject incomplete forms.
e Use real-world examples to show how errors delay quotes.

e Encourage learners to practice with mock applications before handling live clients.

Key Takeaway

ACORD 125 is the foundation of commercial insurance applications. Mastery of this form
ensures smoother underwriting, fewer compliance issues, and stronger client confidence.

8] ACORD 125 — Commercial Insurance Application

%P Introduction

The ACORD 125 form, known as the Commercial Insurance Application, is the foundation of
nearly every property and casualty insurance transaction for business clients. It is the “master
application” that underwriters use to evaluate risk, determine eligibility, and set pricing. Because
it feeds into other ACORD forms—such as the 126 for liability, 140 for property, and 137 for
auto—errors here cascade across the entire submission.

For agents, mastery of ACORD 125 is not just about filling in blanks. It is about understanding
the logic of underwriting, the compliance requirements of regulators, and the
expectations of carriers. A well-completed ACORD 125 speeds up underwriting, reduces
back-and-forth requests, and demonstrates professionalism to clients. Conversely, a sloppy or
incomplete form can delay coverage, increase premiums, or even expose the agent to Errors &
Omissions (E&O) liability.

Why ACORD 125 Matters

o Standardization: ACORD forms are recognized across carriers, making submissions
uniform.

o Compliance: Regulators expect accurate disclosure of business operations, prior
coverage, and loss history.

o Efficiency: Underwriters rely on the 125 to decide whether to quote or decline.

o Client Trust: Clients assume their agent is documenting their business correctly;
mistakes erode confidence.

Common Misconceptions

o “It’s just paperwork.” In reality, the ACORD 125 is a legal document. Misstatements can
void coverage.
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e “Carriers will fix errors.” Carriers may reject incomplete applications outright.

e “Loss history isn’t important.” Loss runs are critical; omitting claims is a compliance
violation.

This module will walk you through the ACORD 125 section by section, highlight compliance
pitfalls, and provide case studies and exercises to reinforce learning.

9B Section-by-Section Walkthrough
1. Applicant Information
This section captures the legal identity of the insured.

o Legal Name: Must match Secretary of State filings. Trade names or DBAs should be
listed separately.

e FEIN (Federal Employer Identification Number): Required for underwriting and
regulatory reporting.

e« Mailing Address vs. Physical Address: Distinguish between corporate headquarters
and actual operations.

e Contact Information: Include phone, email, and primary contact person.

Compliance Note:
Failure to use the correct legal name can invalidate coverage. For example, insuring “Peachtree
Retail” instead of “Peachtree Retail LLC” may create disputes in claims handling.

2. Business Operations
This section describes what the business does.
e Nature of Business: Use NAICS codes when possible.
e Years in Business: Underwriters assess stability.
o Number of Employees: Impacts liability and workers’ comp exposure.
e Annual Revenue: Used for rating and exposure analysis.

Example:
A restaurant that also offers catering should disclose both operations. Omitting catering may
lead to uncovered exposures.

3. Prior Coverage
e Carrier Name, Policy Number, Expiration Date: Demonstrates continuity of coverage.

e Reason for Change: Important for underwriting—non-renewal due to claims vs.
shopping for better rates.
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Compliance Note:
Agents must disclose prior cancellations or non-renewals. Failure to do so can be considered
misrepresentation.

4. Loss History

o Claims in Past 3-5 Years: Include date, type of loss, amount paid, and amount
reserved.

e Attach Loss Runs: Carriers require official documentation.

Example:
If a business reports “no losses” but loss runs show two slip-and-fall claims, the carrier may
decline coverage and the agent risks E&O exposure.

5. Additional Interests

o Mortgagees, Lienholders, Additional Insureds: Must be listed to protect financial
stakeholders.

« Certificates of Insurance: Often tied to this section.

Compliance Note:
Failure to list a mortgagee can result in uncovered property losses, leaving the agent liable.

[L] Case Study (Preview)
Peachtree Retail LLC operates a boutique clothing store in Cumming, GA.
e Legal Name: Peachtree Retail LLC
e FEIN: 58-1234567
e Address: 123 Main Street, Cumming, GA 30040
o Business Type: Retail clothing store (NAICS 448120)
o Prior Coverage: Travelers, Policy #TRV12345, Exp. 10/01/2025
e Loss History: One slip-and-fall claim in 2023, $12,000 paid
Exercise:
e Complete the Applicant Information and Business Operations sections.
e Attach prior coverage and loss runs.
o |dentify compliance risks (e.g., vague business description).
Next Step

This is the first 1,200 words of the ACORD 125 module. The full version will expand each
section with:
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Extended compliance commentary.
Multiple case studies.
Knowledge checks and reflection prompts.

Best practices from underwriting and agency perspectives.

9B Business Operations (Deep Dive)

The Business Operations section is where the underwriter begins to understand what the
insured actually does. This is not just a description—it is the risk profile of the company. Every
word here influences how the carrier views exposures, eligibility, and pricing.

Key Fields

Nature of Business:

o Must be specific. “Retail” is too vague; “Retail clothing store specializing in
women’s apparel” is better.

o Use NAICS codes when available. They provide standardized classification.
Years in Business:

o Underwriters assess stability. A company with 20 years of operations is seen as
lower risk than a startup.

Number of Employees:

o Impacts liability, workers’ compensation, and sometimes auto exposure.
Annual Revenue:

o Used for rating and exposure analysis.
Business Description:

Should include all operations. Omitting secondary activities (like catering for a
restaurant) can lead to uncovered exposures.

Compliance Commentary

Misrepresentation Risk: If the agent fails to disclose a secondary operation, the carrier
may deny claims related to that activity.

Georgia DOI Note: Agents are expected to disclose all material facts. Omissions can be
considered misrepresentation under state law.

E&O Exposure: If a client suffers a loss in an undisclosed operation, the agent may be
held liable for failing to document it.

Example
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¢ Incorrect: “Retail business.”

o Correct: “Retail clothing store specializing in women’s apparel, with online sales and
occasional off-site trunk shows.”

[l Prior Coverage

This section establishes the insured’s coverage history. Carriers want to know whether the
applicant has maintained continuous insurance, whether they’ve been canceled or non-
renewed, and why they are seeking new coverage.

Key Fields
e Carrier Name, Policy Number, Expiration Date:
o Demonstrates continuity of coverage.
e Reason for Change:
o “Shopping for better rates” is acceptable.
o “Non-renewed due to claims” raises red flags.
o Coverage Limits:
e Helps underwriters compare past coverage with requested coverage.
Compliance Commentary

o Disclosure Requirement: Agents must disclose prior cancellations or non-renewals.
Failure to do so can be considered misrepresentation.

e Georgia DOI Note: The Department requires disclosure of prior coverage and
cancellations as part of fair dealing.

o E&O Exposure: If an agent hides a prior cancellation, the carrier may rescind coverage
when the truth emerges.

Example
e Incorrect: “Coverage with Travelers, expired.” (Too vague.)

e Correct: “Coverage with Travelers, Policy #TRV12345, Exp. 10/01/2025. Non-renewed
due to carrier appetite change, not claims.”

Loss History

Loss history is one of the most critical sections of the ACORD 125. Carriers use it to predict
future claims and set premiums. Agents must provide accurate, complete information, supported
by official loss runs.

Key Fields
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e Claims in Past 3-5 Years:
o Include date, type of loss, amount paid, and amount reserved.
o Attach Loss Runs:
o Carriers require official documentation.
e Pending Claims:
o Must be disclosed, even if not yet paid.
Compliance Commentary
o Misrepresentation Risk: Omitting claims is a serious compliance violation.

o Georgia DOI Note: Agents must disclose all known losses. Failure to do so can result in
disciplinary action.

o« E&O Exposure: If a claim is omitted and later discovered, the agent may be liable for
damages.

Example
e Incorrect: “No losses.” (When loss runs show two claims.)
e Correct: “Slip-and-fall claim, 2023, $12,000 paid. Fire claim, 2022, $50,000 paid.”
[T Case Study: Southern Builders LLC
Southern Builders LLC is a general contractor specializing in carpentry.
e Coverage Limits: $1M per occurrence / $2M aggregate
o Classification: ISO 91580 (Contractors — Carpentry)
e Payroll: $750,000 annually
e Subcontractor Costs: $500,000 annually
e Prior Losses: One scaffolding fall claim in 2022, $25,000 paid
e Additional Insured: Landlord (Peachtree Properties LLC)
Exercise:
o Complete the Business Operations section with accurate classification.
¢ Disclose subcontractor costs.
o Attach loss runs.
o Identify compliance risks (e.g., missing additional insured documentation).

[L] Knowledge Check (Self-Study Quiz)
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1.
1.

Why is it important to use NAICS codes in the Business Operations section?
1. They standardize classification across carriers
2. They eliminate the need for underwriting
3. They replace loss history

What is the compliance risk of failing to disclose prior cancellations?
1. None, carriers don’t check
2. Misrepresentation, possible rescission
3. Only affects premium pricing

Why must loss runs be attached to the ACORD 1257

To verify claims history

To replace payroll records

To satisfy mortgagee requirements

] Extended Commentary

The Business Operations, Prior Coverage, and Loss History sections are the heart of
underwriting. They tell the carrier:

Who the insured is.
What they do.
How they’ve been insured before.

What losses they’ve experienced.

Agents who master these sections build credibility with carriers and clients. They reduce
underwriting delays, avoid compliance violations, and protect themselves from E&O exposure.

96 Additional Interests

The “Additional Interests” section of ACORD 125 is often overlooked, yet it is critical for
protecting financial stakeholders and ensuring compliance with contractual obligations.

Key Fields

Mortgagees:
o Must be listed to protect lenders’ financial interest in insured property.
o Example: Wells Fargo Bank for a commercial building loan.

Lienholders:
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o Required for vehicles or equipment financed through credit.
e Additional Insureds:

o Entities such as landlords, vendors, or clients who require coverage under the
insured’s policy.

o Certificate Holders:
e Businesses or individuals who need proof of insurance.
Compliance Commentary

e Georgia DOI Note: Failure to list mortgagees or lienholders can result in uncovered
losses and regulatory scrutiny.

o E&O Exposure: If a mortgagee is omitted and a property loss occurs, the agent may be
liable for damages.

o Best Practice: Always verify contracts and financing agreements to ensure all interests
are documented.

Example
e Incorrect: Leaving mortgagee section blank.

o Correct: “Mortgagee: Wells Fargo Bank, Loan #123456, Address: 100 Peachtree St,
Atlanta, GA.”

Compliance Best Practices

Completing ACORD 125 is not just about accuracy—it's about compliance discipline. Agents
must adopt best practices to protect themselves and their clients.

1. Verify Legal Names
o Always cross-check with Secretary of State filings.
o Use full legal names, not trade names.
2. Attach Supporting Documents
e Loss runs, payroll records, mortgagee statements, driver MVRs.
e Carriers expect documentation to back up entries.
3. Disclose All Operations
e« Even secondary or seasonal activities.
¢ Example: A landscaping company that also does snow removal.
4. Document Prior Coverage
e Include carrier names, policy numbers, expiration dates, and reasons for change.
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o Transparency builds trust with underwriters.
5. Review for Completeness
e Ensure no sections are left blank.

e Missing information delays underwriting.
[L] Extended Case Study 1: North Georgia Office Park LLC

Scenario:
North Georgia Office Park LLC owns a 25,000 sq. ft. office building.

e Address: 456 Commerce Drive, Alpharetta, GA 30009
e Year Built: 2005
e Construction: Masonry Non-Combustible (ISO Code 4)
e Coverage: Building $5M, Contents $500K, Business Income $1M
e Protection: Sprinklered, hydrant within 500 ft, fire department within 3 miles
e Mortgagee: Wells Fargo Bank
e Loss History: Minor water damage claim in 2021, $15,000 paid
Exercise:
o Complete Applicant Information and Business Operations.
o Attach mortgagee info and loss runs.
o |dentify compliance risks (e.g., incorrect construction type).
Compliance Notes:
o Construction type must be coded correctly. Misclassification can inflate premiums.
* Mortgagee must be listed to protect lender’s interest.
[l Extended Case Study 2: Peachtree Delivery Services LLC

Scenario:
Peachtree Delivery Services LLC operates two vans for courier services.

¢ Vehicles:

o 2022 Ford Transit Van, VIN 1FTBR1C89NKA12345

o 2021 Chevrolet Express Van, VIN 1GCWGAFFXM1234567
e Drivers:

o John Smith, DOB 03/15/1985, GA License #51234567
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o Maria Lopez, DOB 07/22/1990, GA License #L7654321
e Coverage: $1M CSL liability, comp/collision, UM/UIM $1M
e Loss History: One rear-end accident in 2023, $5,000 paid
e Lienholder: Ford Motor Credit
Exercise:
o Complete Applicant Information and Business Operations.
o Attach driver MVRs and lienholder info.
e Identify compliance risks (e.g., missing UM/UIM coverage documentation).
Compliance Notes:
e Georgia law requires UM/UIM coverage to be offered.
o Lienholder must be listed to protect financial interest.
[T Knowledge Check (Self-Study Quiz)
1. Why must mortgagees be listed on ACORD 1257
1. To protect lender’s financial interest
2. To reduce premiums
3. To satisfy loss run requirements
2. What is the compliance risk of failing to disclose secondary operations?
1. None, carriers don’t check
2. Claims related to undisclosed operations may be denied
3. Only affects underwriting speed
3. What is the best practice for documenting prior coverage?
1. List carrier name, policy number, expiration date, and reason for change
1. Only list carrier name
1. Leave blank if coverage expired
] Extended Commentary

The Additional Interests section and compliance best practices are where agents demonstrate
professionalism and diligence. Carriers notice when applications are complete, accurate, and
supported by documentation. Clients notice when their financial stakeholders are protected.
Regulators notice when agents disclose all material facts.
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Mastery of ACORD 125 is not just about filling out a form—it is about building a reputation for
reliability, compliance, and client advocacy.

ﬁE Capstone Integration

The ACORD 125 is not a standalone document—it is the gateway form that connects to every
other ACORD application. In practice, the information captured here flows directly into the 126
(General Liability), 140 (Property), 137 (Commercial Auto), and even the 36 (Agent/Broker of
Record Change).

How ACORD 125 Integrates
e General Liability (ACORD 126):

o Payroll, sales, and business operations disclosed in the 125 feed into liability
rating.

e Property (ACORD 140):

o Location details, construction type, and mortgagee information begin in the 125
and expand in the 140.

e Commercial Auto (ACORD 137):

o Business operations and employee counts in the 125 help underwriters anticipate
auto exposures.

o Agent of Record Change (ACORD 36):

o Policyholder identity and prior coverage details from the 125 confirm continuity when an
agent change occurs.

Compliance Note:
Incomplete or inconsistent entries in the 125 create discrepancies across the packet. Regulators
and carriers expect uniformity.

[l Extended Exercises
Exercise 1: Correcting Incomplete Applications

You receive an ACORD 125 for Georgia Catering Services LLC. The agent listed “Food Service”
as the business description, omitted the FEIN, and failed to attach loss runs.

Tasks:
1. Rewrite the business description using NAICS codes.
Add FEIN and verify legal name.

Attach loss runs for the past 3 years.

w0 DN

Identify compliance risks.
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Answer Key (Instructor Use):

o Business description should be “Catering services for corporate and private events
(NAICS 722320).”

e FEIN must be listed.

e Loss runs required.

o Compliance risks: vague description, missing FEIN, omitted loss history.
Exercise 2: Spotting Misrepresentation

An applicant claims “no losses” in the past 5 years. Loss runs reveal two claims: a fire ($50,000)
and a slip-and-fall ($20,000).

Tasks:
1. Correct the loss history section.
2. Explain why misrepresentation is a compliance violation.
3. Identify E&O exposure for the agent.
Answer Key:
e Loss history must list both claims with dates and amounts.
e Misrepresentation violates Georgia DOI standards.
o Agent risks E&O liability for failing to disclose.
Exercise 3: Additional Interests
A client finances their building through Truist Bank but leaves the mortgagee section blank.
Tasks:
1. Complete the mortgagee section.
2. Explain why omission is a compliance risk.
3. ldentify potential consequences.
Answer Key:
o Mortgagee: Truist Bank, Loan #98765, Address: 100 Main St, Atlanta, GA.
e Omission risks uncovered losses.
o Consequences: lender not paid in claim, agent liable.
] Best-Practice Commentary

1. Think Like an Underwriter
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Agents should approach ACORD 125 with the mindset of an underwriter:
o What exposures exist?
e What documentation is missing?
e What red flags appear in prior coverage or loss history?

2. Build Client Trust

Clients assume their agent is documenting their business correctly. Errors erode confidence. A
complete, accurate ACORD 125 reassures clients that their coverage is secure.

3. Protect Against E&O

Every omission or misstatement is a potential E&O claim. Agents must adopt compliance
discipline: verify legal names, attach documents, disclose all operations, and review for
completeness.

4. Streamline Underwriting

Carriers appreciate clean submissions. A well-completed ACORD 125 reduces back-and-forth
requests, speeds up quoting, and improves agent-carrier relationships.

5. Integrate Across Forms

Remember that ACORD 125 is the foundation. Errors here ripple across the 126, 140, 137, and
36. Consistency is key.

[l Knowledge Check (Self-Study Quiz)

1. Why is ACORD 125 considered the “gateway form”?
1. It connects to other ACORD applications
2. ltreplaces all other forms
3. lItis optional

2. What is the compliance risk of omitting a mortgagee?
1. None, carriers don’t check
2. Lender may not be paid in a claim
3. Only affects premium pricing

3. How does misrepresentation in loss history expose agents to E&O liability?

1. Carrier may rescind coverage

1. Carrier may reduce premiums

1. Carrier may ignore claims
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] Extended Commentary: The Professional Edge

Mastery of ACORD 125 is a hallmark of a professional insurance agent. It demonstrates:

Agents
protect

Attention to detail: Every field completed accurately.

Compliance discipline: All material facts disclosed.

Client advocacy: Financial stakeholders protected.

Underwriting efficiency: Carriers receive clean, complete submissions.

who excel at ACORD 125 build stronger relationships with carriers, earn client trust, and
themselves from regulatory and E&O risks.

ﬁE Capstone Assessment Walkthrough

The Capstone Assessment for ACORD 125 simulates a real-world client application. Learners
must complete the form using provided data, attach supporting documents, and identify
compliance risks. Let’s walk through the process step by step.

Scenario: Georgia Manufacturing Solutions LLC

Step 2:

Legal Name: Georgia Manufacturing Solutions LLC

FEIN: 58-7654321

Address: 789 Industrial Blvd, Gainesville, GA 30501

Business Type: Metal fabrication (NAICS 332312)

Years in Business: 15

Employees: 120

Annual Revenue: $25M

Prior Coverage: Hartford, Policy #HRT98765, Exp. 11/01/2025
Loss History: Fire claim ($50,000, 2022), Slip-and-fall claim ($20,000, 2023)
Mortgagee: Truist Bank

Applicant Information

Enter full legal name, FEIN, and physical address.

Verify against Secretary of State filings.

Compliance Risk: Using trade name instead of LLC legal name.
Business Operations

Document NAICS code 332312 (Metal fabrication).
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e Include secondary operations (custom welding services).

e Compliance Risk: Omitting secondary operations.
Step 3: Prior Coverage

o List Hartford, Policy #HRT98765, Exp. 11/01/2025.

e Reason for change: Carrier appetite shift.

e Compliance Risk: Omitting reason for non-renewal.
Step 4: Loss History

e Fire claim ($50,000, 2022).

e Slip-and-fall claim ($20,000, 2023).

o Attach official loss runs.

e Compliance Risk: Reporting “no losses” when claims exist.
Step 5: Additional Interests

o Mortgagee: Truist Bank, Loan #98765, Address: 100 Main St, Atlanta, GA.

o Compliance Risk: Leaving mortgagee blank.

[l Reflection Prompts
1. Accuracy:
o Did you verify the legal name against official filings?
o Did you use NAICS codes for business operations?
2. Compliance:
o Did you disclose all prior coverage and reasons for change?
o Did you attach loss runs and mortgagee documentation?
3. Completeness:
o Did you fill in every section of the form?
o Did you list all additional interests?
4. Professionalism:
e Is the application clear, consistent, and free of errors?

¢« Would an underwriter view this as a “clean submission”?

[T Extended Reflection Exercise
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Scenario: Imagine you are submitting this ACORD 125 to three different carriers.
o Carrier Ais conservative and risk-averse.
o Carrier B is aggressive and seeks growth.
e Carrier C is mid-market and values complete documentation.
Questions:
e How might each carrier view the loss history?
e How might each carrier respond to incomplete documentation?

e How can you tailor your submission to meet each carrier’s expectations without
misrepresentation?

] concluding Summary

The ACORD 125 — Commercial Insurance Application is the foundation of commercial
insurance underwriting. It captures the essential details of the applicant, their operations, prior
coverage, loss history, and financial stakeholders.

Key Takeaways

e Accuracy matters: Legal names, FEINs, NAICS codes, and loss history must be
precise.

o Compliance discipline: Disclosure of prior coverage, cancellations, and losses is
mandatory.

+ Documentation required: Attach loss runs, payroll records, mortgagee statements, and
other supporting documents.

o Professionalism builds trust: Clean, complete submissions strengthen agent-carrier
relationships and reassure clients.

o Integration across forms: Errors in ACORD 125 ripple into ACORD 126, 140, 137, and
36.

Final Thought

Mastery of ACORD 125 is not just about filling out a form—it is about thinking like an
underwriter, protecting clients, and safeguarding your own professional reputation.
Agents who excel at ACORD 125 demonstrate the highest standards of compliance, efficiency,
and client advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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Let’s build out Module 3: ACORD 126 (General Liability Section) in full detail. This one is
critical because liability exposures are often the most scrutinized by underwriters.

&] Module 3: ACORD 126 — General Liability Section
@ Learning Objectives

By the end of this module, learners will be able to:

e Understand the structure and purpose of ACORD 126.

o Accurately complete coverage limits, exposures, and classifications.

e Apply compliance best practices to avoid underwriting delays.

e Practice completing the form through a case study exercise.

96 Module Content

1. Purpose of ACORD 126

e Supplements ACORD 125 for General Liability coverage.

e Provides detailed information about liability exposures, operations, and requested limits.

e Ensures underwriters can properly rate and assess risk.

2. Key Sections of ACORD 126

Section What It Covers Compliance Notes Common Errors

Coverag Occurrence, aggregate, Must align with client’s Leaving blank or

e Limits medical expense, contractual mismatching with
products/completed ops requirements contracts

Classific ISO class codes for Use official ISO/NAICS Using vague

ation operations codes descriptions

Codes (“"contractor”)

Exposur Payroll, sales, Must match financial Underreporting

es subcontractor costs records payroll or sales

Addition Entities requiring Verify contracts and Forgetting landlords

al coverage certificates or vendors

Insureds

Prior Liability claims history Attach loss runs Omitting small claims

Losses

Signatur Agent and applicant Required for binding Missing signatures

e
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3. Compliance Checklist (Quick Reference)

Coverage limits match contractual obligations.

ISO class codes are accurate and specific.

Payroll and sales figures verified with client records.
Subcontractor costs disclosed.

Loss runs attached.

All signatures completed.

4. Case Study Exercise

Scenario:
You are completing ACORD 126 for Southern Builders LLC, a general contractor in Georgia.

Coverage Limits Requested: $1,000,000 per occurrence / $2,000,000 aggregate
Medical Expense: $5,000

Products/Completed Ops: $1,000,000

Classification: ISO 91580 (Contractors — Carpentry)

Payroll: $750,000 annually

Subcontractor Costs: $500,000 annually

Prior Losses: One claim in 2022, $25,000 paid (fall from scaffolding)

Additional Insured: Landlord (Peachtree Properties LLC)

Exercise:

Enter coverage limits and exposures accurately.
Identify which supporting documents must be attached (loss runs, payroll verification).

Spot potential compliance issues (e.g., subcontractor costs not disclosed).

5. Knowledge Check (Sample Questions)

1.

Why must subcontractor costs be disclosed?
1. They affect liability exposure and rating
2. They are optional for small contractors

3. Only needed for property insurance
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2. What is the most common error in the Classification Codes section?
1. Using outdated ISO codes
1. Forgetting payroll figures

1. Leaving coverage limits blank

[E7 Instructor Notes

o Stress the importance of accurate exposure reporting—underwriters often cross-check
payroll and sales against tax records.

o Highlight how contractual requirements (e.g., landlords, vendors) drive coverage limits
and additional insured needs.

e Encourage learners to practice with mock contractor applications to build confidence.

Key Takeaway

ACORD 126 ensures liability exposures are properly documented. Accuracy here prevents
misrating, protects against E&O claims, and builds credibility with underwriters.

Let’s begin expanding ACORD 126 — General Liability Section into its own full instructional
module. I'll build it in structured installments, just like we did with ACORD 125, so it’s digestible
and ready for your online self-study CE course.

F] ACORD 126 — General Liability Section

%> Introduction

The ACORD 126 form, known as the General Liability Section, is the backbone of liability
underwriting. While ACORD 125 establishes the applicant’s identity and operations, the 126
drills down into exposures that can lead to third-party claims—Dbodily injury, property damage,
personal injury, and advertising injury.

General liability insurance is often the cornerstone of a commercial insurance program. It
protects businesses against lawsuits and claims arising from everyday operations. Because
liability exposures vary widely by industry, the ACORD 126 provides a standardized way to
capture the necessary details for underwriting.

Why ACORD 126 Matters

+ Risk Identification: It documents payroll, sales, subcontractor costs, and classification
codes.

o Compliance: Regulators and carriers require disclosure of exposures to ensure proper
rating.

e Underwriting Efficiency: A complete ACORD 126 allows carriers to quote quickly and
accurately.
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o Client Protection: Errors here can leave clients uninsured for major liability claims.
Common Misconceptions

o “General liability is one-size-fits-all.” In reality, exposures differ dramatically between
industries.

e “Subcontractor costs don’t matter.” They are critical—failure to disclose can lead to
uncovered claims.

o “Classification codes are optional.” They are mandatory for rating and compliance.

This module will walk you through ACORD 126 section by section, highlight compliance pitfalls,
and provide case studies and exercises to reinforce learning.

9B Section-by-Section Walkthrough
1. Classification Codes
o ISO Classification Codes: Used to categorize business operations for rating.

e Accuracy Required: Misclassification can lead to incorrect premiums or uncovered
claims.

o Multiple Codes: Businesses with diverse operations may require multiple
classifications.

Compliance Note:
Georgia DOI expects accurate disclosure of operations. Misclassification is considered
misrepresentation.

2. Payroll and Sales
o Payroll: Directly impacts liability rating for contractors.
o Sales: Important for manufacturers, wholesalers, and retailers.
e Disclosure: Must include subcontractor costs separately.

Example:
A carpentry contractor with $750,000 payroll and $500,000 subcontractor costs must disclose
both. Omitting subcontractor costs is a compliance violation.

3. Subcontractor Costs
o Definition: Payments to subcontractors for work performed.
o Importance: Carriers need to know whether subcontractors carry their own insurance.

« Documentation: Certificates of insurance should be attached.
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Compliance Note:
Failure to disclose subcontractor costs can result in uncovered claims. Agents may face E&O
exposure.

4. Coverage Limits

e Per Occurrence and Aggregate Limits: Standard options include $1M/$2M or
$2M/$4M.

e Products/Completed Operations: Must be disclosed for contractors and
manufacturers.

o Additional Insureds: Often required by landlords or clients.

Example:
Southern Builders LLC requests $1M/$2M limits with additional insured landlord. This must be
documented in ACORD 126.

[L] Case Study (Preview)
Southern Builders LLC is a general contractor specializing in carpentry.
e Coverage Limits: $1M per occurrence / $2M aggregate
o Classification: ISO 91580 (Contractors — Carpentry)
e Payroll: $750,000 annually
e Subcontractor Costs: $500,000 annually
e Prior Losses: One scaffolding fall claim in 2022, $25,000 paid
e Additional Insured: Landlord (Peachtree Properties LLC)
Exercise:
o Enter coverage limits and exposures.
o Verify subcontractor costs are disclosed.
e Spot compliance issues (e.g., missing additional insured).
fal Compliance & Regulatory Considerations

General liability insurance is one of the most scrutinized lines of coverage because it protects
against third-party claims. Regulators, carriers, and clients all expect full disclosure of
exposures. The ACORD 126 form is the standardized tool for capturing this information, but
compliance discipline is what ensures its effectiveness.

1. Disclosure of Operations

¢ Requirement: All business operations must be disclosed, not just the primary activity.
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o Georgia DOI Note: Omitting secondary operations can be considered
misrepresentation.

e Example: A landscaping company that also does snow removal must disclose both.
2. Payroll and Sales Accuracy

e Payroll: Impacts rating for contractors.

o Sales: Impacts rating for manufacturers and retailers.

o Compliance Risk: Underreporting payroll or sales to reduce premiums is a violation.
3. Subcontractor Costs

¢ Requirement: Must be disclosed separately.

» Documentation: Certificates of insurance for subcontractors should be attached.

e Compliance Risk: Failure to disclose subcontractor costs can result in uncovered
claims.

4. Classification Codes
e SO Codes: Mandatory for rating.

o Compliance Risk: Misclassification can lead to incorrect premiums and uncovered
exposures.

o Georgia DOI Note: Misclassification is considered misrepresentation.
5. Coverage Limits

e Standard Options: $1M/$2M or $2M/$4M.

o Compliance Risk: Requesting limits without disclosing exposures can mislead carriers.
6. Additional Insureds

¢ Requirement: Must be listed when required by contracts.

o Compliance Risk: Failure to list additional insureds can result in uncovered claims.
[L] Extended Case Study 1: Southern Builders LLC

Scenario:
Southern Builders LLC is a general contractor specializing in carpentry.

e Coverage Limits: $1M per occurrence / $2M aggregate
o Classification: ISO 91580 (Contractors — Carpentry)

e Payroll: $750,000 annually

e Subcontractor Costs: $500,000 annually
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e Prior Losses: One scaffolding fall claim in 2022, $25,000 paid

e Additional Insured: Landlord (Peachtree Properties LLC)
Exercise:

o Enter coverage limits and exposures.

o Verify subcontractor costs are disclosed.

e Spot compliance issues (e.g., missing additional insured).
Compliance Notes:

o Subcontractor costs must be disclosed.

e Additional insured must be listed to satisfy landlord requirements.

e Loss history must be attached.
[L] Extended Case Study 2: North Georgia Manufacturing LLC

Scenario:
North Georgia Manufacturing LLC produces metal parts for automotive companies.

e Coverage Limits: $2M per occurrence / $4M aggregate

e Classification: ISO 30791 (Metal Goods Manufacturing)

e Payroll: $2M annually

e Sales: $25M annually

e Subcontractor Costs: $250,000 annually

e Prior Losses: Fire claim in 2022, $50,000 paid; Slip-and-fall claim in 2023, $20,000 paid

e Additional Insured: Industrial Properties LLC (landlord)
Exercise:

o Enter classification code and exposures.

o Attach loss runs.

o List additional insured landlord.

e Spot compliance issues (e.g., underreporting sales).
Compliance Notes:

e Sales must be reported accurately.

e Loss history must be disclosed.

e Additional insured must be listed.
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[l Extended Case Study 3: Peachtree Catering Services LLC

Scenario:
Peachtree Catering Services LLC provides catering for corporate and private events.

e Coverage Limits: $1M per occurrence / $2M aggregate
o Classification: ISO 91836 (Caterers)
e Payroll: $500,000 annually
e Sales: $2M annually
e Subcontractor Costs: $100,000 annually
e Prior Losses: None reported
o Additional Insured: Event venues requiring certificates of insurance
Exercise:
o Enter classification code and exposures.
o Verify subcontractor costs are disclosed.
o List additional insured event venues.
e Spot compliance issues (e.g., failing to list venues).
Compliance Notes:
o Event venues must be listed as additional insureds.
o Subcontractor costs must be disclosed.
e Loss history must be verified with loss runs.
[T Knowledge Check (Self-Study Quiz)
1. Why must subcontractor costs be disclosed separately?
1. To reduce premiums
2. To ensure carriers know subcontractor exposures
3. To satisfy mortgagee requirements
2. What is the compliance risk of misclassifying operations?
1. None, carriers don’t check
2. Misrepresentation, possible rescission

3. Only affects underwriting speed
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3. Why must additional insureds be listed on ACORD 1267
1. To satisfy contractual requirements
1. To reduce premiums
1. To replace loss runs
] Extended Commentary

The ACORD 126 is where liability exposures are documented. Agents must adopt compliance
discipline:

o Verify classification codes.

e Report payroll, sales, and subcontractor costs accurately.
e Disclose prior losses.

o List additional insureds.

Failure to do so can result in uncovered claims, regulatory violations, and E&O exposure.
Mastery of ACORD 126 demonstrates professionalism, protects clients, and builds trust with
carriers.

Let’s continue expanding ACORD 126 — General Liability Section. This installment will focus
on Additional Insureds, Coverage Limit strategies, and practical exercises.

96 Additional Insureds

The “Additional Insureds” section is one of the most frequently requested and most
misunderstood parts of the ACORD 126. It allows third parties—Ilandlords, vendors, clients, or
project owners—to be covered under the insured’s liability policy.

Why Additional Insureds Matter

o Contractual Requirements: Many leases, vendor agreements, and construction
contracts require additional insured status.

o Risk Transfer: Shifts liability from the third party to the insured’s policy.

o Compliance: Failure to list required additional insureds can breach contracts and leave
exposures uncovered.

Common Pitfalls
 Omitting Required Parties: Forgetting to list a landlord or project owner.
e Incorrect Names: Using trade names instead of legal entities.

o Failure to Attach Endorsements: Listing an additional insured without attaching the
proper endorsement.
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Compliance Note:
Georgia DOI expects agents to honor contractual obligations. Failure to list additional insureds
can result in uncovered claims and regulatory scrutiny.

[l Coverage Limit Strategies

Coverage limits are central to liability protection. The ACORD 126 requires disclosure of per
occurrence and aggregate limits, as well as products/completed operations coverage.

Standard Limits
e $1M per occurrence / $2M aggregate: Common for small businesses.

e $2M per occurrence / $4M aggregate: Common for larger businesses or those with
higher exposures.

Products/Completed Operations

e Required for contractors and manufacturers.

o Protects against claims arising after work is completed or products are sold.
Umbrella/Excess Coverage

o Provides additional limits above the general liability policy.

e Must be disclosed if requested.

Compliance Note:
Agents must ensure coverage limits meet contractual requirements. For example, a construction
contract may require $2M/$4M limits with products/completed operations coverage.

[L] Extended Case Study 1: Industrial Properties LLC

Scenario:

Industrial Properties LLC leases warehouse space to Georgia Manufacturing Solutions LLC.
The lease requires the tenant to list Industrial Properties LLC as an additional insured with
$2M/$4M limits.

Exercise:
e Enter coverage limits.
o List Industrial Properties LLC as an additional insured.
o Attach endorsement.
e Spot compliance issues (e.g., missing endorsement).
Compliance Notes:

e Additional insured must be listed by legal name.
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e Endorsement must be attached.
e Coverage limits must meet lease requirements.
[L] Extended Case Study 2: Peachtree Catering Services LLC

Scenario:
Peachtree Catering Services LLC provides catering for corporate events. Event venues require
additional insured status with $1M/$2M limits.

Exercise:
o Enter coverage limits.
o List event venues as additional insureds.
o Attach endorsements.
e Spot compliance issues (e.g., failing to list venues).
Compliance Notes:
o Event venues must be listed as additional insureds.
o Endorsements must be attached.
e Coverage limits must meet venue requirements.
[u] Extended Case Study 3: Southern Builders LLC

Scenario:
Southern Builders LLC is a general contractor. Project owners require additional insured status
with $2M/$4M limits and products/completed operations coverage.

Exercise:

o Enter coverage limits.

e List project owners as additional insureds.

o Attach endorsements.

e Spot compliance issues (e.g., missing products/completed operations coverage).
Compliance Notes:

e Project owners must be listed as additional insureds.

e Products/completed operations coverage must be included.

o Coverage limits must meet contract requirements.
[T Practical Exercises

Exercise 1: Coverage Limit Selection
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A small retail store requests general liability coverage.
e Payroll: $200,000
e Sales: $1M
¢ No subcontractor costs
e Lease requires $1M/$2M limits
Task: Select appropriate coverage limits and explain why.
Answer Key: $1M/$2M limits meet lease requirements and are appropriate for exposures.
Exercise 2: Additional Insured Documentation
A contractor works on a project requiring the project owner to be listed as an additional insured.
Task: List the project owner as an additional insured and attach endorsement.
Answer Key: Project owner must be listed by legal name, endorsement attached.
Exercise 3: Products/Completed Operations Coverage
A manufacturer sells products nationwide.
Task: Ensure products/completed operations coverage is included.
Answer Key: Coverage must be included to protect against claims after products are sold.
[L] Knowledge Check (Self-Study Quiz)
1. Why must additional insureds be listed on ACORD 1267?
1. To satisfy contractual requirements
2. To reduce premiums
3. To replace loss runs
2. What is the compliance risk of failing to attach endorsements?
1. None, carriers don’t check
2. Additional insured status may not be valid
3. Only affects underwriting speed
3. Why must coverage limits meet contractual requirements?
1. To satisfy regulators
1. To avoid breach of contract

1. To reduce premiums
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] Extended Commentary

The Additional Insureds and Coverage Limit sections of ACORD 126 are where agents
demonstrate contractual awareness and compliance discipline. Carriers, regulators, and
clients all expect agents to:

e List additional insureds accurately.
e Attach endorsements.
o Select coverage limits that meet contractual requirements.

Failure to do so can result in uncovered claims, regulatory violations, and E&O exposure.
Mastery of these sections demonstrates professionalism, protects clients, and builds trust with
carriers.

Let’s keep building out ACORD 126 — General Liability Section. This installment will focus on
Loss History integration, Capstone exercises, and best-practice commentary.

Loss History Integration

Loss history is one of the most critical components of liability underwriting. While ACORD 125
captures the applicant’s overall loss history, ACORD 126 requires a liability-specific focus.
Carriers want to know whether the applicant has experienced claims related to bodily injury,
property damage, or completed operations.

Key Fields
o Claims in Past 3-5 Years:
o Must include date, type of loss, amount paid, and amount reserved.
e Attach Loss Runs:
o Carriers require official documentation from prior carriers.
e Pending Claims:
e Must be disclosed, even if not yet paid.
Compliance Commentary
e Misrepresentation Risk: Omitting liability claims is a serious compliance violation.

o Georgia DOI Note: Agents must disclose all known liability losses. Failure to do so can
result in disciplinary action.

o E&O Exposure: If a liability claim is omitted and later discovered, the agent may be
liable for damages.

Example

e Incorrect: “No losses.” (When loss runs show two liability claims.)
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e Correct: “Slip-and-fall claim, 2023, $12,000 paid. Scaffolding fall claim, 2022, $25,000
paid.”

96 Capstone Exercises
Exercise 1: Correcting Incomplete Loss History

You receive an ACORD 126 for Southern Builders LLC. The agent listed “no losses,” but loss
runs show a scaffolding fall claim ($25,000, 2022).

Tasks:
1. Correct the loss history section.
2. Attach loss runs.
3. Identify compliance risks.
Answer Key:
e Loss history must list scaffolding fall claim.
e Loss runs must be attached.
e Compliance risk: misrepresentation, possible rescission.
Exercise 2: Products/Completed Operations Claims
A manufacturer reports no losses. Loss runs reveal a product liability claim ($50,000, 2021).
Tasks:
1. Correct the loss history section.
2. Explain why product liability claims must be disclosed.
3. Identify E&O exposure for the agent.
Answer Key:
e Loss history must list product liability claim.
e Product liability claims are critical for underwriting.
o Agent risks E&O liability for failing to disclose.
Exercise 3: Pending Claims

An applicant reports no losses. Loss runs reveal a pending slip-and-fall claim ($20,000
reserved).

Tasks:

1. Correct the loss history section.
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2. Explain why pending claims must be disclosed.
3. Identify compliance risks.
Answer Key:
e Loss history must list pending claim.
e Pending claims impact underwriting.
o Compliance risk: misrepresentation, possible rescission.
[L] Knowledge Check (Self-Study Quiz)
1. Why must liability loss runs be attached to ACORD 1267
1. To verify claims history
2. To replace payroll records
3. To satisfy mortgagee requirements
2. What is the compliance risk of omitting liability claims?
1. None, carriers don’t check
2. Misrepresentation, possible rescission
3. Only affects underwriting speed
3. Why must pending claims be disclosed?
1. To reduce premiums
1. To ensure carriers know potential exposures
1. To satisfy additional insured requirements
[f] Best-Practice Commentary

Loss history is the truth serum of liability underwriting. Carriers rely on it to predict future claims
and set premiums. Agents must adopt best practices to ensure accuracy and compliance:

1. Always Attach Loss Runs
o Carriers require official documentation.
o Verbal statements are not sufficient.
2. Disclose Pending Claims
e Even if not yet paid, pending claims must be disclosed.

o Carriers need to know potential exposures.
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3. Verify Accuracy
e Cross-check loss runs against client statements.
e Correct discrepancies before submission.
4. Document Claims Clearly
e Include date, type of loss, amount paid, and amount reserved.
e Avoid vague descriptions.
5. Protect Against E&O
e Omitting claims exposes agents to liability.
o Compliance discipline protects both agent and client.
] Extended Commentary: The Professional Edge
Mastery of loss history documentation in ACORD 126 demonstrates:
e Attention to detail: Every claim documented accurately.
o« Compliance discipline: All known losses disclosed.
e Client advocacy: Ensures coverage is secure.
o Underwriting efficiency: Carriers receive clean, complete submissions.

Agents who excel at ACORD 126 build stronger relationships with carriers, earn client trust, and
protect themselves from regulatory and E&O risks.

Let’s finish out the ACORD 126 — General Liability Section module with the final installment.
This section will include a Capstone Assessment walkthrough, reflection prompts, and a
concluding summary.

9B Capstone Assessment Walkthrough

The Capstone Assessment for ACORD 126 simulates a real-world liability application. Learners
must complete the form using provided data, attach supporting documents, and identify
compliance risks. Let’'s walk through the process step by step.

Scenario: Georgia Manufacturing Solutions LLC
o Legal Name: Georgia Manufacturing Solutions LLC
e FEIN: 58-7654321
e Address: 789 Industrial Blvd, Gainesville, GA 30501
o Business Type: Metal fabrication (NAICS 332312)

e Payroll: $2M annually
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Sales: $25M annually

Subcontractor Costs: $250,000 annually

Coverage Limits: $2M per occurrence / $4M aggregate

Prior Losses: Fire claim ($50,000, 2022), Slip-and-fall claim ($20,000, 2023)

e Additional Insured: Industrial Properties LLC (landlord)
Step 1: Classification Codes

o Enter ISO 30791 (Metal Goods Manufacturing).

o Compliance Risk: Misclassification can lead to incorrect premiums.
Step 2: Payroll and Sales

e Document $2M payroll and $25M sales.

o Compliance Risk: Underreporting sales to reduce premiums.
Step 3: Subcontractor Costs

« Disclose $250,000 subcontractor costs.

o Attach certificates of insurance.

e Compliance Risk: Omitting subcontractor costs.
Step 4: Coverage Limits

e Enter $2M/$4M limits.

e Ensure products/completed operations coverage is included.

o Compliance Risk: Failing to meet contractual requirements.
Step 5: Loss History

e Document fire claim ($50,000, 2022) and slip-and-fall claim ($20,000, 2023).

o Attach loss runs.

e Compliance Risk: Reporting “no losses” when claims exist.
Step 6: Additional Insureds

o List Industrial Properties LLC as additional insured.

o Attach endorsement.

e Compliance Risk: Omitting landlord.

[L] Reflection Prompts
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1. Accuracy:
o Did you verify classification codes?
o Did you report payroll, sales, and subcontractor costs accurately?
2. Compliance:
o Did you disclose all prior losses?
o Did you attach certificates of insurance for subcontractors?
3. Completeness:
o Did you list all additional insureds?
o Did you attach endorsements?
4. Professionalism:
o Is the application clear, consistent, and free of errors?
o Would an underwriter view this as a “clean submission™?
[T Extended Reflection Exercise
Scenario: Imagine you are submitting this ACORD 126 to three different carriers.
e Carrier Ais conservative and risk-averse.
o Carrier B is aggressive and seeks growth.
e Carrier C is mid-market and values complete documentation.
Questions:
e How might each carrier view the loss history?
e How might each carrier respond to incomplete documentation?

e How can you tailor your submission to meet each carrier’s expectations without
misrepresentation?

[L] Knowledge Check (Self-Study Quiz)
1. Why must subcontractor costs be disclosed on ACORD 1267
1. To reduce premiums
2. To ensure carriers know subcontractor exposures
3. To satisfy mortgagee requirements
2. What is the compliance risk of misclassifying operations?
1. None, carriers don’t check
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1.
1.

2. Misrepresentation, possible rescission

3. Only affects underwriting speed
Why must additional insureds be listed and endorsed?
To satisfy contractual requirements
To reduce premiums

To replace loss runs

] concluding Summary

The ACORD 126 — General Liability Section is the core liability underwriting document. It
captures exposures, payroll, sales, subcontractor costs, classification codes, coverage limits,
loss history, and additional insureds.

Key Takeaways

Accuracy matters: Classification codes, payroll, sales, and subcontractor costs must be
precise.

Compliance discipline: Disclosure of prior losses and subcontractor costs is
mandatory.

Documentation required: Attach loss runs, certificates of insurance, and
endorsements.

Professionalism builds trust: Clean, complete submissions strengthen agent-carrier
relationships and reassure clients.

Integration across forms: Errors in ACORD 126 ripple into ACORD 125, 140, and 137.

Final Thought

Mastery of ACORD 126 is not just about filling out a form—it is about thinking like an
underwriter, protecting clients, and safeguarding your own professional reputation.
Agents who excel at ACORD 126 demonstrate the highest standards of compliance, efficiency,
and client advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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Let’'s move on to Module 4: ACORD 140 (Property Section). This form is central to
documenting commercial property exposures, and underwriters rely heavily on its accuracy.

8] Module 4: ACORD 140 — Property Section

@ Learning Objectives
By the end of this module, learners will be able to:
e Understand the structure and purpose of ACORD 140.
e Accurately complete building, contents, and protection details.
e Apply compliance best practices to avoid errors and omissions.
e Practice completing the form through a case study exercise.
96 Module Content
1. Purpose of ACORD 140
e Supplements ACORD 125 for Commercial Property coverage.
e Provides detailed information about insured buildings, contents, and protective devices.

e Ensures underwriters can properly rate property risks.

2. Key Sections of ACORD 140

Section What It Covers Compliance Common Errors
Notes

Location Address, building number, Must match legal Incorrect addresses or

Informatio occupancy property records missing suite numbers

n

Building Construction type, year Use I1SO Misstating construction

Details built, square footage construction type (e.g., masonry vs,
codes frame)

Protection Fire department, hydrant Verify with 1SO/ Forgetting to note

Class distance, sprinkler municipal sprinkler coverage

systems records

Coverage Building, contents, Match client's Omitting business income

Requeste business income needs and coverage

d contracts

Loss Property claims in past 3— Attach loss runs Underreporting small

History 5 years claims

Mortgage Banks, lenders, lessors Must be accurate Forgetting lienholders

e/ for compliance

Lienholde

7

Signature Agent and applicant Required for Missing signatures

binding
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3. Compliance Checklist (Quick Reference)
o Address matches property records.
. Construction type coded correctly.
. Year built and square footage verified.
. Fire protection details accurate.
. Loss runs attached.
. Mortgagee/lienholder listed.

o All signatures completed.
4. Case Study Exercise

Scenario:
You are completing ACORD 140 for North Georgia Office Park LLC, a commercial office
building.

e Address: 456 Commerce Drive, Alpharetta, GA 30009

e Year Built: 2005

e Construction Type: Masonry Non-Combustible (ISO Code 4)

e Square Footage: 25,000

e Protection: Sprinklered, hydrant within 500 feet, fire department within 3 miles

e Coverage Requested: Building $5,000,000; Contents $500,000; Business Income
$1,000,000

e Loss History: One minor water damage claim in 2021, $15,000 paid
e Mortgagee: Wells Fargo Bank, Loan #123456

Exercise:
e Enter building details and coverage requested.

o Identify which supporting documents must be attached (loss runs, appraisal, mortgagee
info).

e Spot potential compliance issues (e.g., incorrect construction type).
5. Knowledge Check (Sample Questions)

1. Why must construction type be coded correctly?

1. It determines property rating and premium
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2. ltis optional for small buildings
3. It only matters for liability insurance

2. What is the most common error in the Protection Class section?
1. Forgetting sprinkler system details
1. Omitting mortgagee information
1. Leaving square footage blank
[T Instructor Notes

o Stress the importance of accurate construction and protection details—these directly
impact premiums.

e Highlight how business income coverage is often overlooked but critical for client
protection.

o Encourage learners to practice with mock property applications to build confidence.

Key Takeaway

ACORD 140 ensures property exposures are properly documented. Accuracy here prevents
misrating, protects against E&O claims, and builds credibility with underwriters.

Let’s dive into ACORD 140 — Property Section and begin building it into a full instructional
module. Just like with 125 and 126, I'll deliver this in structured installments so it's digestible and
easy to review.

F] ACORD 140 — Property Section

%> Introduction

The ACORD 140, or Property Section, is the cornerstone of commercial property underwriting.
While ACORD 125 establishes the applicant’s identity and operations, and ACORD 126
addresses liability exposures, the 140 zeroes in on physical assets—buildings, contents,
business income, and protective safeguards.

Property insurance protects businesses against losses to their tangible assets. Because
property exposures vary widely by construction type, occupancy, protection, and location, the
ACORD 140 provides a standardized way to capture the necessary details for underwriting.

Why ACORD 140 Matters

o Risk Identification: It documents building characteristics, contents, and protective
safeguards.

o Compliance: Regulators and carriers require disclosure of property exposures to ensure
proper rating.
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o Underwriting Efficiency: A complete ACORD 140 allows carriers to quote quickly and
accurately.

o Client Protection: Errors here can leave clients uninsured for major property losses.
Common Misconceptions

e “Property insurance is just about the building.” In reality, it covers buildings, contents,
business income, and more.

e “Construction type doesn’t matter.” It is critical—misclassification can lead to incorrect
premiums or uncovered claims.

o “Protective safeguards are optional.” They are mandatory for underwriting and
compliance.

This module will walk you through ACORD 140 section by section, highlight compliance pitfalls,
and provide case studies and exercises to reinforce learning.

9B Section-by-Section Walkthrough

1. Location Information
e Address: Must match property records.
e Occupancy: Describe how the building is used.
o Square Footage: Impacts rating and coverage.
e Year Built: Important for underwriting.

Compliance Note:
Failure to use the correct address can invalidate coverage. For example, insuring “123 Main
Street” instead of “123 Main Street, Suite 200" may create disputes in claims handling.

2. Construction Type

e ISO Construction Codes:
o Frame (1)
o Joisted Masonry (2)
o Non-Combustible (3)
o Masonry Non-Combustible (4)
o Modified Fire Resistive (5)
o Fire Resistive (6)

e Accuracy Required: Misclassification can lead to incorrect premiums or uncovered
claims.
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Example:
A building constructed with masonry walls and non-combustible roof must be coded as Masonry
Non-Combustible (ISO Code 4).

3. Protection
e Sprinklers: Must be disclosed.
e Hydrants: Distance from property.
o Fire Department: Distance and type (paid vs. volunteer).
e Alarms: Burglar and fire alarms.

Compliance Note:
Failure to disclose protective safeguards can result in uncovered claims. Carriers may deny
claims if protective safeguards are misrepresented.

4. Coverage
o Building Coverage: Value of the building.
o Contents Coverage: Value of contents.
e Business Income Coverage: Protects against loss of income due to property damage.
o Extra Expense Coverage: Covers additional expenses incurred after a loss.

Example:
North Georgia Office Park LLC insures building ($5M), contents ($500K), and business income
($1Mm).

5. Mortgagee/Lienholder
e Requirement: Must be listed to protect lender’s financial interest.
o Compliance Risk: Failure to list mortgagee can result in uncovered losses.

Example:
Mortgagee: Wells Fargo Bank, Loan #123456, Address: 100 Peachtree St, Atlanta, GA.

[L] Case Study (Preview)
North Georgia Office Park LLC owns a 25,000 sq. ft. office building.
e Address: 456 Commerce Drive, Alpharetta, GA 30009
e Year Built: 2005
e Construction: Masonry Non-Combustible (ISO Code 4)
e Coverage: Building $5M, Contents $500K, Business Income $1M

e Protection: Sprinklered, hydrant within 500 ft, fire department within 3 miles
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e Mortgagee: Wells Fargo Bank

e Loss History: Minor water damage claim in 2021, $15,000 paid
Exercise:

e Complete Location Information and Construction Type.

o Attach mortgagee info and loss runs.

o |dentify compliance risks (e.g., incorrect construction type).

Let’s keep building out ACORD 140 — Property Section. This installment will focus on
Compliance & Regulatory Considerations and extended case studies, giving learners
practical, scenario-based insight into how property exposures are documented and reviewed.

fal Compliance & Regulatory Considerations

Property insurance is one of the most regulated and closely scrutinized lines of coverage.
Because it protects physical assets that often serve as collateral for loans, regulators, lenders,
and carriers all demand full disclosure of property details. The ACORD 140 form is the
standardized tool for capturing this information, but compliance discipline is what ensures its
effectiveness.

1. Accurate Location Information
e Requirement: The property address must match official records.

o Georgia DOI Note: Misstating the property location can be considered
misrepresentation.

o Example: Listing “123 Main Street” when the insured occupies “123 Main Street, Suite
200” may cause disputes in claims handling.

2. Construction Type
e ISO Construction Codes: Mandatory for rating.

o Compliance Risk: Misclassification can lead to incorrect premiums and uncovered
exposures.

o Georgia DOI Note: Misclassification is considered misrepresentation.
3. Protective Safeguards
o Requirement: Sprinklers, alarms, hydrants, and fire departments must be disclosed.
o Compliance Risk: Failure to disclose protective safeguards can result in denied claims.

o Example: If a building is sprinklered but the agent fails to disclose it, the carrier may
deny a fire claim.

4. Coverage Values
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* Requirement: Building, contents, and business income values must be accurate.
e Compliance Risk: Underinsuring property can result in coinsurance penalties.

e Georgia DOI Note: Agents must ensure values are reasonable and supported by
documentation.

5. Mortgagee/Lienholder
e Requirement: Must be listed to protect lender’s financial interest.
o Compliance Risk: Failure to list mortgagee can result in uncovered losses.

o Example: If a mortgagee is omitted and a property loss occurs, the lender may sue the
agent.

[L] Extended Case Study 1: North Georgia Office Park LLC

Scenario:
North Georgia Office Park LLC owns a 25,000 sq. ft. office building.

e Address: 456 Commerce Drive, Alpharetta, GA 30009

e Year Built: 2005

e Construction: Masonry Non-Combustible (ISO Code 4)

e Coverage: Building $5M, Contents $500K, Business Income $1M

e Protection: Sprinklered, hydrant within 500 ft, fire department within 3 miles

e Mortgagee: Wells Fargo Bank

e Loss History: Minor water damage claim in 2021, $15,000 paid
Exercise:

e Complete Location Information and Construction Type.

o Attach mortgagee info and loss runs.

o Identify compliance risks (e.g., incorrect construction type).
Compliance Notes:

e Construction type must be coded correctly.

o Mortgagee must be listed to protect lender’s interest.

e Loss history must be disclosed.
[L] Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC operates a boutique clothing store.
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e Address: 123 Main Street, Cumming, GA 30040

e Year Built: 2010

e Construction: Joisted Masonry (ISO Code 2)

e Coverage: Building $2M, Contents $250K, Business Income $500K

o Protection: No sprinklers, hydrant within 1,000 ft, volunteer fire department within 5 miles

e Mortgagee: Truist Bank

e Loss History: Slip-and-fall claim in 2023, $12,000 paid (liability, not property)
Exercise:

e Complete Location Information and Protection.

e Attach mortgagee info.

o |dentify compliance risks (e.g., volunteer fire department increases risk).
Compliance Notes:

e Volunteer fire department increases underwriting risk.

o Mortgagee must be listed.

e Loss history must be disclosed, even if liability-related.
[l Extended Case Study 3: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC owns a 50,000 sq. ft. manufacturing facility.

e Address: 789 Industrial Blvd, Gainesville, GA 30501

e Year Built: 2010

e Construction: Masonry Non-Combustible (ISO Code 4)

e Coverage: Building $10M, Contents $2M, Business Income $3M

e Protection: Sprinklered, hydrant within 500 ft, paid fire department within 3 miles

e Mortgagee: Truist Bank

e Loss History: Fire claim in 2022, $50,000 paid; Slip-and-fall claim in 2023, $20,000 paid
Exercise:

e Complete Location Information and Coverage.

o Attach mortgagee info and loss runs.

o Identify compliance risks (e.g., underinsuring building).
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Compliance Notes:
e Building must be insured to value.
o Mortgagee must be listed.
e Loss history must be disclosed.
[T Knowledge Check (Self-Study Quiz)
1. Why must construction type be coded correctly on ACORD 1407?
1. To reduce premiums
2. To ensure accurate rating and coverage
3. To satisfy mortgagee requirements
2. What is the compliance risk of failing to disclose protective safeguards?
1. None, carriers don’t check
2. Claims may be denied
3. Only affects underwriting speed
3. Why must mortgagees be listed on ACORD 1407
1. To protect lender’s financial interest
1. To reduce premiums
1. To replace loss runs
(] Extended Commentary

The ACORD 140 is where property exposures are documented. Agents must adopt compliance
discipline:

o Verify location information.

o Code construction type accurately.
o Disclose protective safeguards.

* Report coverage values accurately.
o List mortgagees and lienholders.

Failure to do so can result in uncovered claims, regulatory violations, and E&O exposure.
Mastery of ACORD 140 demonstrates professionalism, protects clients, and builds trust with
carriers.
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Let’s keep building out ACORD 140 - Property Section. This installment will focus on
Protective Safeguards, Coverage Valuation strategies, and practical exercises.

(& Protective Safeguards

Protective safeguards are critical in property underwriting. They reduce the likelihood and
severity of losses, and carriers often require them as conditions of coverage. The ACORD 140
captures these details to ensure accurate rating and compliance.

Key Safeguards
e Sprinkler Systems:
o Must disclose whether the building is fully, partially, or not sprinklered.
o Carriers may apply protective safeguard endorsements requiring maintenance.
e Hydrants:
o Distance from property impacts fire protection rating.
e Fire Department:
o Distance and type (paid vs. volunteer) affect underwriting.
e Alarms:
o Fire and burglar alarms must be disclosed.
e Central station monitoring is preferred.
Compliance Commentary
o Georgia DOI Note: Misrepresentation of protective safeguards is a compliance violation.

o« E&O Exposure: If an agent fails to disclose that a sprinkler system is inoperable, the
carrier may deny claims and the agent may be liable.

Example
e Incorrect: “Sprinklered.” (When only partial coverage exists.)

o Correct: “Building is partially sprinklered; warehouse section covered, office section
not.”

& Coverage Valuation Strategies

Accurate valuation of property is essential to avoid underinsurance and coinsurance penalties.
The ACORD 140 requires disclosure of building, contents, business income, and extra expense
values.

1. Building Coverage

¢ Replacement Cost vs. Actual Cash Value:
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o Replacement cost covers rebuilding at current prices.
o Actual cash value deducts depreciation.
e Compliance Risk: Underinsuring buildings can result in coinsurance penalties.
2. Contents Coverage
o Definition: Covers furniture, fixtures, equipment, and inventory.
o Compliance Risk: Omitting contents can leave exposures uncovered.
3. Business Income Coverage
o Definition: Protects against loss of income due to property damage.

o Compliance Risk: Failure to include business income coverage can devastate a
business after a loss.

4. Extra Expense Coverage
o Definition: Covers additional expenses incurred after a loss.
o Example: Renting temporary office space after a fire.

[L] Extended Case Study 1: North Georgia Office Park LLC

Scenario:
North Georgia Office Park LLC owns a 25,000 sq. ft. office building.

e Address: 456 Commerce Drive, Alpharetta, GA 30009

e Year Built: 2005

e Construction: Masonry Non-Combustible (ISO Code 4)

e Coverage: Building $5M, Contents $500K, Business Income $1M

e Protection: Sprinklered, hydrant within 500 ft, fire department within 3 miles

e Mortgagee: Wells Fargo Bank

e Loss History: Minor water damage claim in 2021, $15,000 paid
Exercise:

e Complete Protective Safeguards section.

o Verify coverage values.

o |dentify compliance risks (e.g., underinsuring business income).
Compliance Notes:

o Business income coverage must reflect actual exposure.
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Protective safeguards must be disclosed accurately.

[L] Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC operates a boutique clothing store.

Address: 123 Main Street, Cumming, GA 30040

Year Built: 2010

Construction: Joisted Masonry (ISO Code 2)

Coverage: Building $2M, Contents $250K, Business Income $500K

Protection: No sprinklers, hydrant within 1,000 ft, volunteer fire department within 5 miles
Mortgagee: Truist Bank

Loss History: Slip-and-fall claim in 2023, $12,000 paid (liability, not property)

Exercise:

Complete Protective Safeguards section.
Verify coverage values.

Identify compliance risks (e.g., volunteer fire department increases risk).

Compliance Notes:

Volunteer fire department increases underwriting risk.

Business income coverage must be adequate.

[l Extended Case Study 3: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC owns a 50,000 sq. ft. manufacturing facility.

Address: 789 Industrial Blvd, Gainesville, GA 30501

Year Built: 2010

Construction: Masonry Non-Combustible (ISO Code 4)

Coverage: Building $10M, Contents $2M, Business Income $3M

Protection: Sprinklered, hydrant within 500 ft, paid fire department within 3 miles
Mortgagee: Truist Bank

Loss History: Fire claim in 2022, $50,000 paid; Slip-and-fall claim in 2023, $20,000 paid

Exercise:
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o Complete Protective Safeguards section.
o Verify coverage values.
o Identify compliance risks (e.g., underinsuring building).
Compliance Notes:
e Building must be insured to value.
o Protective safeguards must be disclosed.
e Loss history must be disclosed.
[T Practical Exercises
Exercise 1: Coverage Valuation
A small retail store requests property coverage.
e Building: $1M
e Contents: $100K
e Business Income: $250K
Task: Verify coverage values and explain why business income coverage is critical.

Answer Key: Coverage values must reflect actual exposures. Business income coverage
protects against loss of income after a property loss.

Exercise 2: Protective Safeguards

A warehouse is partially sprinklered.

Task: Disclose protective safeguards accurately.

Answer Key: “Warehouse section sprinklered; office section not.”
Exercise 3: Mortgagee Documentation

A building is financed through Wells Fargo Bank.

Task: List mortgagee and attach documentation.

Answer Key: Mortgagee: Wells Fargo Bank, Loan #123456, Address: 100 Peachtree St,
Atlanta, GA.

[l Knowledge Check (Self-Study Quiz)
1. Why must protective safeguards be disclosed on ACORD 1407
1. To reduce premiums

2. To ensure accurate underwriting and compliance
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3. To satisfy mortgagee requirements
2. What is the compliance risk of underinsuring property?
1. None, carriers don’t check
2. Coinsurance penalties and uncovered losses
3. Only affects underwriting speed
3. Why must business income coverage be included?
1. To protect against loss of income after a property loss
1. To reduce premiums
1. To satisfy additional insured requirements
(] Extended Commentary

The Protective Safeguards and Coverage Valuation sections of ACORD 140 are where agents
demonstrate underwriting awareness and compliance discipline. Carriers, regulators, and
clients all expect agents to:

o Disclose protective safeguards accurately.

e Report coverage values that reflect actual exposures.
e Include business income coverage to protect clients.
e List mortgagees and lienholders.

Failure to do so can result in uncovered claims, regulatory violations, and E&O exposure.
Mastery of these sections demonstrates professionalism, protects clients, and builds trust with
carriers.

Let’s continue expanding ACORD 140 — Property Section. This installment will focus on Loss
History integration, Capstone exercises, and best-practice commentary.

Loss History Integration

Loss history is one of the most critical components of property underwriting. While ACORD 125
captures the applicant’s overall loss history, ACORD 140 requires a property-specific focus.
Carriers want to know whether the applicant has experienced claims related to fire, water
damage, theft, or other property losses.

Key Fields
e Claims in Past 3-5 Years:
o Must include date, type of loss, amount paid, and amount reserved.

e Attach Loss Runs:
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o Carriers require official documentation from prior carriers.
e Pending Claims:
e Must be disclosed, even if not yet paid.
Compliance Commentary
o Misrepresentation Risk: Omitting property claims is a serious compliance violation.

o Georgia DOI Note: Agents must disclose all known property losses. Failure to do so can
result in disciplinary action.

o E&O Exposure: If a property claim is omitted and later discovered, the agent may be
liable for damages.

Example
e Incorrect: “No losses.” (When loss runs show two property claims.)

e Correct: “Fire claim, 2022, $50,000 paid. Water damage claim, 2021, $15,000 paid.”
9B Capstone Exercises

Exercise 1: Correcting Incomplete Loss History

You receive an ACORD 140 for North Georgia Office Park LLC. The agent listed “no losses,” but
loss runs show a water damage claim ($15,000, 2021).

Tasks:

1. Correct the loss history section.

2. Attach loss runs.

3. ldentify compliance risks.
Answer Key:

e Loss history must list water damage claim.

e Loss runs must be attached.

o Compliance risk: misrepresentation, possible rescission.
Exercise 2: Fire Claims
A manufacturer reports no losses. Loss runs reveal a fire claim ($50,000, 2022).
Tasks:

1. Correct the loss history section.

2. Explain why fire claims must be disclosed.
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3. Identify E&O exposure for the agent.
Answer Key:
e Loss history must list fire claim.
o Fire claims are critical for underwriting.
o Agent risks E&O liability for failing to disclose.
Exercise 3: Pending Claims
An applicant reports no losses. Loss runs reveal a pending theft claim ($20,000 reserved).
Tasks:
1. Correct the loss history section.
2. Explain why pending claims must be disclosed.
3. Identify compliance risks.
Answer Key:
e Loss history must list pending claim.
e Pending claims impact underwriting.
e Compliance risk: misrepresentation, possible rescission.
[l Knowledge Check (Self-Study Quiz)
1. Why must property loss runs be attached to ACORD 1407
1. To verify claims history
2. To replace payroll records
3. To satisfy mortgagee requirements
2. What is the compliance risk of omitting property claims?
1. None, carriers don’t check
2. Misrepresentation, possible rescission
3. Only affects underwriting speed
3. Why must pending claims be disclosed?
1. To reduce premiums
1. To ensure carriers know potential exposures

1. To satisfy additional insured requirements
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[f] Best-Practice Commentary

Loss history is the truth serum of property underwriting. Carriers rely on it to predict future
claims and set premiums. Agents must adopt best practices to ensure accuracy and
compliance:

1. Always Attach Loss Runs
e Carriers require official documentation.
o Verbal statements are not sufficient.
2. Disclose Pending Claims
e Even if not yet paid, pending claims must be disclosed.
e Carriers need to know potential exposures.
3. Verify Accuracy
e Cross-check loss runs against client statements.
e Correct discrepancies before submission.
4. Document Claims Clearly
e Include date, type of loss, amount paid, and amount reserved.
e Avoid vague descriptions.
5. Protect Against E&O
e Omitting claims exposes agents to liability.
e Compliance discipline protects both agent and client.
] Extended Commentary: The Professional Edge
Mastery of loss history documentation in ACORD 140 demonstrates:
o Attention to detail: Every claim documented accurately.
e Compliance discipline: All known losses disclosed.
o Client advocacy: Ensures coverage is secure.
o Underwriting efficiency: Carriers receive clean, complete submissions.

Agents who excel at ACORD 140 build stronger relationships with carriers, earn client trust, and
protect themselves from regulatory and E&O risks.

Let's complete the ACORD 140 — Property Section module with the final installment. This
section will include a Capstone Assessment walkthrough, reflection prompts, and a
concluding summary.

Page 251 of 470



ﬁE Capstone Assessment Walkthrough

The Capstone Assessment simulates a full property insurance application using ACORD 140.
Learners must complete the form with provided data, attach supporting documents, and identify
compliance risks.

Scenario: Georgia TechWorks LLC
e Legal Name: Georgia TechWorks LLC
o FEIN: 58-9876543
e Address: 250 Innovation Drive, Alpharetta, GA 30009
o Business Type: Electronics manufacturing (NAICS 334413)
¢ Year Built: 2015
e Square Footage: 60,000 sq. ft.
e Construction: Masonry Non-Combustible (ISO Code 4)
e Coverage: Building $12M, Contents $3M, Business Income $4M, Extra Expense $500K

e Protection: Fully sprinklered, hydrant within 500 ft, paid fire department within 2 miles,
central station fire/burglar alarms

e Mortgagee: Truist Bank

e Loss History: Fire claim ($75,000, 2023), Theft claim ($20,000, 2024)
Step 1: Location Information

o Enter full address and verify against property records.

e Compliance Risk: Using incorrect or incomplete address.
Step 2: Construction Type

e Code as Masonry Non-Combustible (ISO Code 4).

o Compliance Risk: Misclassification can lead to incorrect premiums.
Step 3: Protective Safeguards

e Document sprinklers, hydrants, fire department, and alarms.

e Compliance Risk: Omitting central station monitoring.
Step 4: Coverage Values

e Building $12M, Contents $3M, Business Income $4M, Extra Expense $500K.

e Compliance Risk: Underinsuring business income.
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Step 5: Mortgagee
e List Truist Bank, Loan #456789, Address: 100 Main St, Atlanta, GA.
o Compliance Risk: Omitting mortgagee.
Step 6: Loss History
e Document fire claim ($75,000, 2023) and theft claim ($20,000, 2024).
o Attach loss runs.
e Compliance Risk: Reporting “no losses” when claims exist.
[l Reflection Prompts
1. Accuracy:
o Did you verify construction type using ISO codes?
o Did you report coverage values accurately?
2. Compliance:
o Did you disclose all protective safeguards?
o Did you attach loss runs and mortgagee documentation?
3. Completeness:
o Did you fill in every section of the form?
o Did you list all mortgagees and lienholders?
4. Professionalism:
e s the application clear, consistent, and free of errors?
e Would an underwriter view this as a “clean submission”?
[C7 Extended Reflection Exercise
Scenario: Imagine you are submitting this ACORD 140 to three different carriers.
o Carrier Ais conservative and risk-averse.
o Carrier B is aggressive and seeks growth.
e Carrier C is mid-market and values complete documentation.
Questions:
e How might each carrier view the fire and theft claims?

e How might each carrier respond to incomplete documentation?
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How can you tailor your submission to meet each carrier’s expectations without
misrepresentation?

[l Knowledge Check (Self-Study Quiz)

1.

1.
1.

Why must construction type be coded correctly on ACORD 1407
1. To reduce premiums
2. To ensure accurate rating and coverage
3. To satisfy mortgagee requirements

What is the compliance risk of failing to disclose protective safeguards?
1. None, carriers don’t check
2. Claims may be denied
3. Only affects underwriting speed

Why must business income coverage be included?

To protect against loss of income after a property loss

To reduce premiums

To satisfy additional insured requirements

] concluding Summary

The ACORD 140 — Property Section is the core property underwriting document. It captures
location details, construction type, protective safeguards, coverage values, mortgagees, and
loss history.

Key Takeaways

Accuracy matters: Location, construction type, and coverage values must be precise.

Compliance discipline: Disclosure of protective safeguards, mortgagees, and loss
history is mandatory.

Documentation required: Attach loss runs, mortgagee statements, and protective
safeguard details.

Professionalism builds trust: Clean, complete submissions strengthen agent-carrier
relationships and reassure clients.

Integration across forms: Errors in ACORD 140 ripple into ACORD 125, 126, and 137.

Final Thought
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Mastery of ACORD 140 is not just about filling out a form—it is about thinking like an
underwriter, protecting clients, and safeguarding your own professional reputation.
Agents who excel at ACORD 140 demonstrate the highest standards of compliance, efficiency,
and client advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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Let’s begin expanding ACORD 137 — Commercial Auto Section into its own full instructional
module. Just like with 125, 126, and 140, I'll deliver this in structured installments so you can
review the flow and depth as we build it out.

Let’s continue with Module 5: ACORD 137 (Commercial Auto Application). This form is
essential for documenting auto exposures, driver details, and fleet information.

&] Module 5: ACORD 137 — Commercial Auto Application

@ Learning Objectives
By the end of this module, learners will be able to:
e Understand the structure and purpose of ACORD 137.
o Accurately complete vehicle schedules, driver information, and coverage requests.
e Apply compliance best practices to avoid underwriting delays.
e Practice completing the form through a case study exercise.
96 Module Content
1. Purpose of ACORD 137
e Supplements ACORD 125 for Commercial Auto coverage.
e Provides detailed information about vehicles, drivers, and requested coverages.

e Ensures underwriters can properly rate auto risks and verify compliance with state
requirements.

2. Key Sections of ACORD 137
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Section

Vehicle
Schedule

Driver
Informati
on

Coverag
e
Requeste
d

Loss
History

Addition
al
Interests

Signatur
e

What It Covers

VIN, year, make,
model, usage

Names, DOB, license
numbers, MVRs

Liability, physical
damage, UM/UIM,
med pay

Auto claims in past 3—

5 years

Lienholders, lessors

Agent and applicant

Compliance Notes

VIN must be exact; usage
must match operations

Verify against state DMV

records

Must meet state
minimums and

contractual requirements

Attach loss runs

Must be listed for
compliance

Required for binding

3. Compliance Checklist (Quick Reference)

o VINs verified against registration.

. Driver info matches DMV records.

. Coverage meets state minimums.

. UM/UIM coverage offered and documented.

. Loss runs attached.

. Lienholders listed.

. All signatures completed.

4. Case Study Exercise
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Missing drivers or
incorrect license
numbers

Forgetting UM/UIM
coverage

Omitting minor
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Forgetting leasing
company

Missing signatures



Scenario:
You are completing ACORD 137 for Peachtree Delivery Services LLC, a courier company in
Georgia.

Vehicles:

o 2022 Ford Transit Van, VIN 1FTBR1C89NKA12345

o 2021 Chevrolet Express Van, VIN 1GCWGAFFXM1234567
Drivers:

o John Smith, DOB 03/15/1985, GA License #S1234567

o Maria Lopez, DOB 07/22/1990, GA License #L7654321

Coverage Requested: $1,000,000 CSL liability, comp/collision on both vans, UM/UIM
$1,000,000

Loss History: One minor accident in 2023, $5,000 paid (rear-end collision)

Lienholder: Ford Motor Credit, Loan #987654

Exercise:

Enter vehicle and driver details accurately.

Identify which supporting documents must be attached (loss runs, driver MVRs,
lienholder info).

Spot potential compliance issues (e.g., missing UM/UIM coverage offer).

5. Knowledge Check (Sample Questions)

1.

1.
1.
1.

Why must VINs be verified?
1. They determine rating and coverage accuracy
2. They are optional for fleets under 5 vehicles
3. They only matter for physical damage coverage
What is the most common error in the Driver Information section?
Forgetting to list all drivers
Omitting lienholder information

Leaving coverage limits blank

[T Instructor Notes

Stress the importance of driver accuracy—underwriters often cross-check MVRs.

Highlight how UM/UIM coverage must be offered and documented per state law.
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o Encourage learners to practice with mock fleet applications to build confidence.
Key Takeaway

ACORD 137 ensures auto exposures are properly documented. Accuracy here prevents
misrating, protects against E&O claims, and builds credibility with underwriters.

] ACORD 137 — Commercial Auto Section

%> Introduction

The ACORD 137, or Commercial Auto Section, is the standardized application form for
commercial auto insurance. While ACORD 125 establishes the applicant’s identity and
operations, and ACORD 126/140 address liability and property exposures, the 137 drills down
into vehicle-specific risks—fleet composition, driver information, coverage selections, and
lienholder interests.

Commercial auto insurance is essential for businesses that own, lease, or operate vehicles in
the course of their operations. Because auto exposures vary widely by vehicle type, driver
history, and usage, the ACORD 137 provides carriers with the details needed to underwrite and
rate policies accurately.

Why ACORD 137 Matters
o Risk Identification: It documents vehicles, drivers, and usage patterns.

o Compliance: Regulators and carriers require disclosure of driver histories and vehicle
ownership.

e Underwriting Efficiency: A complete ACORD 137 allows carriers to quote quickly and
accurately.

e Client Protection: Errors here can leave clients uninsured for major auto claims.
Common Misconceptions

e “Commercial auto is just like personal auto.” In reality, exposures differ dramatically—
commercial vehicles often carry higher liability risks.

o “Driver histories don’t matter.” They are critical—failure to disclose accidents or
violations can lead to uncovered claims.

e “Lienholders are optional.” They must be listed to protect financial stakeholders.

This module will walk you through ACORD 137 section by section, highlight compliance pitfalls,
and provide case studies and exercises to reinforce learning.

9B Section-by-Section Walkthrough

1. Vehicle Information

« Year, Make, Model, VIN: Must be listed for each vehicle.
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o Ownership: Owned, leased, or hired.
e Usage: Business, personal, or mixed.
e Radius of Operation: Local, intermediate, or long haul.

Compliance Note:
Failure to disclose accurate VINs or usage can invalidate coverage.

2. Driver Information
« Name, Date of Birth, License Number: Must be listed for each driver.
e Driving History: Accidents, violations, suspensions.
o Employment Status: Employee, owner, or contractor.

Compliance Note:
Failure to disclose driver violations can result in uncovered claims.

3. Coverage Selections
e Liability Limits: Common options include $1M CSL (Combined Single Limit).
o Physical Damage: Comprehensive and collision coverage.
e Uninsured/Underinsured Motorist (UM/UIM): Required to be offered in Georgia.
e Medical Payments: Optional coverage.

Compliance Note:
Agents must ensure coverage selections meet regulatory requirements.

4. Lienholders
¢ Requirement: Must be listed to protect lender’s financial interest.
o Compliance Risk: Failure to list lienholder can result in uncovered losses.

Example:
Lienholder: Ford Motor Credit, Loan #123456, Address: 100 Peachtree St, Atlanta, GA.

[l Case Study (Preview)
Peachtree Delivery Services LLC operates two vans for courier services.
+ Vehicles:
o 2022 Ford Transit Van, VIN 1FTBR1C89NKA12345
o 2021 Chevrolet Express Van, VIN 1GCWGAFFXM1234567
e Drivers:

o John Smith, DOB 03/15/1985, GA License #51234567
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o Maria Lopez, DOB 07/22/1990, GA License #L7654321
e Coverage: $1M CSL liability, comp/collision, UM/UIM $1M
e Loss History: One rear-end accident in 2023, $5,000 paid
e Lienholder: Ford Motor Credit
Exercise:
¢ Complete Vehicle and Driver Information sections.
o Attach driver MVRs and lienholder info.
e Identify compliance risks (e.g., missing UM/UIM coverage documentation).

Let’s continue expanding ACORD 137 — Commercial Auto Section. This installment will focus
on Compliance & Regulatory Considerations and extended case studies, giving learners
practical, scenario-based insight into how auto exposures are documented and reviewed.

fal Compliance & Regulatory Considerations

Commercial auto insurance is one of the most regulated lines of coverage because vehicles are
subject to both state insurance laws and motor vehicle regulations. The ACORD 137 form
ensures carriers receive the information needed to comply with these requirements, but agents
must apply compliance discipline to avoid errors and liability.

1. Vehicle Disclosure
¢ Requirement: All owned, leased, and hired vehicles must be disclosed.
e Georgia DOI Note: Omitting vehicles is considered misrepresentation.
o Compliance Risk: If a vehicle is not listed, claims involving that vehicle may be denied.
2. Driver Disclosure
e Requirement: All drivers must be listed, including owners, employees, and contractors.
e Documentation: Motor Vehicle Records (MVRs) must be obtained.

e Compliance Risk: Failure to disclose drivers with violations can result in uncovered
claims.

3. Coverage Selections
e Liability Limits: Must meet state minimums and contractual requirements.
o UM/UIM Coverage: Required to be offered in Georgia.
e Compliance Risk: Failure to offer UM/UIM coverage violates state law.
4. Lienholders
e Requirement: Must be listed to protect lender’s financial interest.
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¢« Compliance Risk: Failure to list lienholder can result in uncovered losses.
5. Loss History

¢ Requirement: All auto claims must be disclosed.

e Compliance Risk: Omitting claims is a compliance violation.
[l Extended Case Study 1: Peachtree Delivery Services LLC

Scenario:
Peachtree Delivery Services LLC operates two vans for courier services.

+ Vehicles:
o 2022 Ford Transit Van, VIN 1FTBR1C89NKA12345
o 2021 Chevrolet Express Van, VIN 1GCWGAFFXM1234567
e Drivers:
o John Smith, DOB 03/15/1985, GA License #S1234567
o Maria Lopez, DOB 07/22/1990, GA License #L.7654321
e Coverage: $1M CSL liability, comp/collision, UM/UIM $1M
e Loss History: One rear-end accident in 2023, $5,000 paid
e Lienholder: Ford Motor Credit
Exercise:
e Complete Vehicle and Driver Information sections.
o Attach driver MVRs and lienholder info.
e Identify compliance risks (e.g., missing UM/UIM coverage documentation).
Compliance Notes:
e UM/UIM coverage must be offered and documented.
¢ Lienholder must be listed.

e Loss history must be disclosed.
[l Extended Case Study 2: Southern Builders LLC

Scenario:
Southern Builders LLC operates three trucks for construction projects.

e Vehicles:

o 2020 Ford F-150, VIN 1FTFW1E50LFA12345
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o 2019 Chevrolet Silverado, VIN 1GCUKRECXM1234567
o 2021 Ram 2500, VIN 3C6URSFLXM1234567
e Drivers:
o James Brown, DOB 02/10/1980, GA License #B1234567
o Sarah Johnson, DOB 05/25/1987, GA License #J7654321
e Coverage: $2M CSL liability, comp/collision, UM/UIM $2M
e Loss History: One scaffolding accident involving truck in 2022, $25,000 paid
e Lienholder: Truist Bank
Exercise:
e Complete Vehicle and Driver Information sections.
o Attach driver MVRs and lienholder info.
o Identify compliance risks (e.g., failing to disclose subcontractor drivers).
Compliance Notes:
o All drivers must be listed.
¢ Lienholder must be listed.

e Loss history must be disclosed.
[l Extended Case Study 3: Georgia Catering Services LLC

Scenario:
Georgia Catering Services LLC operates two vans for catering deliveries.

+ Vehicles:
o 2021 Mercedes Sprinter Van, VIN W1Y4EBHYXM1234567
o 2020 Ford Transit Van, VIN 1FTBR1C89LKA 12345
e Drivers:
o Emily Davis, DOB 07/15/1992, GA License #D1234567
o Michael Lee, DOB 11/30/1985, GA License #L7654321
e Coverage: $1M CSL liability, comp/collision, UM/UIM $1M
e Loss History: None reported
o Lienholder: Mercedes Benz Financial

Exercise:
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¢ Complete Vehicle and Driver Information sections.
o Attach driver MVRs and lienholder info.
« Identify compliance risks (e.g., failing to disclose occasional drivers).
Compliance Notes:
e Occasional drivers must be disclosed.
e Lienholder must be listed.
e Loss history must be verified with loss runs.
[E7 Knowledge Check (Self-Study Quiz)
1. Why must all vehicles be disclosed on ACORD 1377
1. To reduce premiums
2. To ensure coverage applies to all vehicles
3. To satisfy mortgagee requirements
2. What is the compliance risk of failing to disclose drivers with violations?
1. None, carriers don’t check
2. Claims may be denied
3. Only affects underwriting speed
3. Why must UM/UIM coverage be offered in Georgia?
1. To reduce premiums
1. To comply with state law
1. To satisfy lienholder requirements
(] Extended Commentary

The ACORD 137 is where auto exposures are documented. Agents must adopt compliance
discipline:

o Verify vehicle information.

e Disclose all drivers.

e Ensure coverage selections meet regulatory requirements.
e List lienholders.

e Disclose loss history.
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Failure to do so can result in uncovered claims, regulatory violations, and E&O exposure.
Mastery of ACORD 137 demonstrates professionalism, protects clients, and builds trust with
carriers.

& Coverage Limit Strategies

Coverage limits are central to commercial auto protection. The ACORD 137 requires disclosure
of liability limits, physical damage coverage, UM/UIM, and optional coverages. Selecting
appropriate limits is both a compliance and client advocacy responsibility.

1. Liability Limits
e Combined Single Limit (CSL): Most common option, typically $1M.

e Split Limits: Example: $100K/$300K/$50K (bodily injury per person / bodily injury per
accident / property damage).

e Contractual Requirements: Many contracts require $1M CSL or higher.

Compliance Note:
Agents must ensure liability limits meet state minimums and contractual requirements.
Underinsuring liability can result in uncovered claims and breach of contract.

2. Physical Damage Coverage
o Comprehensive: Covers theft, vandalism, fire, and other non-collision losses.
e Collision: Covers damage from collisions.

o Compliance Risk: Failure to disclose lienholder requirements can result in uncovered
losses.

3. UM/UIM Coverage

o Definition: Protects against uninsured or underinsured motorists.

o Georgia Requirement: Must be offered to all insureds.

o Compliance Risk: Failure to offer UM/UIM coverage violates state law.
4. Medical Payments

o Optional Coverage: Provides medical expense coverage for occupants.

e Compliance Risk: Failure to disclose availability can result in client dissatisfaction.
96 Additional Insureds

While additional insureds are more common in liability and property policies, they can also
appear in commercial auto. For example, a client may require to be listed as an additional
insured on a contractor’s auto policy if vehicles are used on their premises.

Why Additional Insureds Matter
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o Contractual Requirements: Some contracts require additional insured status.

o Risk Transfer: Shifts liability from third party to insured’s policy.

o Compliance Risk: Failure to list required additional insureds can breach contracts.
Example

¢ Incorrect: Leaving additional insured section blank.

e Correct: “Additional Insured: Peachtree Properties LLC, Address: 200 Commerce St,
Atlanta, GA.”

[L] Extended Case Study 1: Southern Builders LLC

Scenario:
Southern Builders LLC operates three trucks for construction projects.

e Coverage: $2M CSL liability, comp/collision, UM/UIM $2M

e Additional Insured: Project owner requiring auto liability coverage
Exercise:

o Enter coverage limits.

e List project owner as additional insured.

o Attach endorsement.

e Spot compliance issues (e.g., missing UM/UIM coverage documentation).
Compliance Notes:

o UM/UIM coverage must be offered and documented.

e Additional insured must be listed by legal name.

e Endorsement must be attached.
[L] Extended Case Study 2: Georgia Catering Services LLC

Scenario:
Georgia Catering Services LLC operates two vans for catering deliveries.

e Coverage: $1M CSL liability, comp/collision, UM/UIM $1M

e Additional Insured: Event venues requiring auto liability coverage
Exercise:

e Enter coverage limits.

o List event venues as additional insureds.
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o Attach endorsements.

e Spot compliance issues (e.g., failing to list venues).
Compliance Notes:

o Event venues must be listed as additional insureds.

o Endorsements must be attached.

o Coverage limits must meet venue requirements.
[l Extended Case Study 3: Peachtree Delivery Services LLC

Scenario:
Peachtree Delivery Services LLC operates two vans for courier services.

e Coverage: $1M CSL liability, comp/collision, UM/UIM $1M
o Additional Insured: Corporate clients requiring auto liability coverage
Exercise:
e Enter coverage limits.
e List corporate clients as additional insureds.
o Attach endorsements.
e Spot compliance issues (e.g., missing endorsements).
Compliance Notes:
e Corporate clients must be listed as additional insureds.
o Endorsements must be attached.
e Coverage limits must meet contractual requirements.
[E7 Practical Exercises
Exercise 1: Coverage Limit Selection
A small delivery company requests commercial auto coverage.
e Vehicles: 2 vans
e Drivers: 3 employees
e Contract requires $1M CSL liability
Task: Select appropriate coverage limits and explain why.

Answer Key: $1M CSL liability meets contractual requirements and is appropriate for
exposures.
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Exercise 2: Additional Insured Documentation
A contractor works on a project requiring the project owner to be listed as an additional insured.
Task: List the project owner as an additional insured and attach endorsement.
Answer Key: Project owner must be listed by legal name, endorsement attached.
Exercise 3: UM/UIM Coverage
A catering company operates two vans.
Task: Ensure UM/UIM coverage is included.
Answer Key: UM/UIM coverage must be offered and documented to comply with Georgia law.
[l Knowledge Check (Self-Study Quiz)
1. Why must liability limits meet contractual requirements?
1. To satisfy regulators
2. To avoid breach of contract
3. To reduce premiums
2. What is the compliance risk of failing to attach endorsements for additional insureds?
1. None, carriers don’t check
2. Additional insured status may not be valid
3. Only affects underwriting speed
3. Why must UM/UIM coverage be offered in Georgia?
1. To reduce premiums
1. To comply with state law
1. To satisfy lienholder requirements
] Extended Commentary

The Coverage Limit and Additional Insured sections of ACORD 137 are where agents
demonstrate contractual awareness and compliance discipline. Carriers, regulators, and
clients all expect agents to:

o Select coverage limits that meet contractual requirements.
e List additional insureds accurately.
e Attach endorsements.

e Ensure UM/UIM coverage is offered and documented.
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Failure to do so can result in uncovered claims, regulatory violations, and E&O exposure.
Mastery of these sections demonstrates professionalism, protects clients, and builds trust with
carriers.

Let’s keep building out ACORD 137 — Commercial Auto Section. This installment will focus on
Loss History integration, Capstone exercises, and best-practice commentary.

Loss History Integration

Loss history is one of the most critical components of auto underwriting. While ACORD 125
captures the applicant’s overall loss history, ACORD 137 requires a vehicle-specific focus.
Carriers want to know whether the applicant has experienced claims related to collisions,
liability, theft, or other auto losses.

Key Fields
o Claims in Past 3-5 Years:
o Must include date, type of loss, amount paid, and amount reserved.
e Attach Loss Runs:
o Carriers require official documentation from prior carriers.
e Pending Claims:
e Must be disclosed, even if not yet paid.
Compliance Commentary
o Misrepresentation Risk: Omitting auto claims is a serious compliance violation.

o Georgia DOI Note: Agents must disclose all known auto losses. Failure to do so can
result in disciplinary action.

o E&O Exposure: If an auto claim is omitted and later discovered, the agent may be liable
for damages.

Example

e Incorrect: “No losses.” (When loss runs show two auto claims.)

e Correct: “Rear-end accident, 2023, $5,000 paid. Theft claim, 2024, $20,000 reserved.”
9B Capstone Exercises
Exercise 1: Correcting Incomplete Loss History

You receive an ACORD 137 for Peachtree Delivery Services LLC. The agent listed “no losses,”
but loss runs show a rear-end accident ($5,000, 2023).

Tasks:
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1. Correct the loss history section.

2. Attach loss runs.

3. ldentify compliance risks.
Answer Key:

e Loss history must list rear-end accident.

e Loss runs must be attached.

e Compliance risk: misrepresentation, possible rescission.
Exercise 2: Collision Claims
A contractor reports no losses. Loss runs reveal a collision claim ($25,000, 2022).
Tasks:

1. Correct the loss history section.

2. Explain why collision claims must be disclosed.

3. Identify E&O exposure for the agent.
Answer Key:

e Loss history must list collision claim.

e Collision claims are critical for underwriting.

o Agent risks E&O liability for failing to disclose.
Exercise 3: Pending Claims
An applicant reports no losses. Loss runs reveal a pending liability claim ($50,000 reserved).
Tasks:

1. Correct the loss history section.

2. Explain why pending claims must be disclosed.

3. Identify compliance risks.
Answer Key:

e Loss history must list pending claim.

e Pending claims impact underwriting.

e Compliance risk: misrepresentation, possible rescission.

[l Knowledge Check (Self-Study Quiz)
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1. Why must auto loss runs be attached to ACORD 1377
1. To verify claims history
2. To replace payroll records
3. To satisfy lienholder requirements

2. What is the compliance risk of omitting auto claims?
1. None, carriers don’t check
2. Misrepresentation, possible rescission
3. Only affects underwriting speed

3. Why must pending claims be disclosed?

1. To reduce premiums

1. To ensure carriers know potential exposures

1. To satisfy additional insured requirements

[f] Best-Practice Commentary

Loss history is the truth serum of auto underwriting. Carriers rely on it to predict future claims
and set premiums. Agents must adopt best practices to ensure accuracy and compliance:

1. Always Attach Loss Runs
o Carriers require official documentation.
o Verbal statements are not sufficient.
2. Disclose Pending Claims
e Even if not yet paid, pending claims must be disclosed.
e Carriers need to know potential exposures.
3. Verify Accuracy
e Cross-check loss runs against client statements.
e Correct discrepancies before submission.
4. Document Claims Clearly
e Include date, type of loss, amount paid, and amount reserved.
e Avoid vague descriptions.

5. Protect Against E&O
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e Omitting claims exposes agents to liability.
e Compliance discipline protects both agent and client.
] Extended Commentary: The Professional Edge
Mastery of loss history documentation in ACORD 137 demonstrates:
o Attention to detail: Every claim documented accurately.
e Compliance discipline: All known losses disclosed.
o Client advocacy: Ensures coverage is secure.
o Underwriting efficiency: Carriers receive clean, complete submissions.

Agents who excel at ACORD 137 build stronger relationships with carriers, earn client trust, and
protect themselves from regulatory and E&O risks.

Let’s finish out the ACORD 137 — Commercial Auto Section module with the final
installment. This section will include a Capstone Assessment walkthrough, reflection
prompts, and a concluding summary.

ﬁE Capstone Assessment Walkthrough

The Capstone Assessment simulates a full commercial auto insurance application using
ACORD 137. Learners must complete the form with provided data, attach supporting
documents, and identify compliance risks.

Scenario: Georgia Logistics Solutions LLC

e Legal Name: Georgia Logistics Solutions LLC

o FEIN: 58-2468135

e Address: 800 Freight Lane, Atlanta, GA 30318

o Business Type: Regional freight delivery (NAICS 484121)

¢ Vehicles:
o 2022 Freightliner Cascadia, VIN 3AKJHHDR2NKA12345
o 2021 International LT, VIN THSDGAPRXM1234567
o 2020 Ford F-350, VIN 1FT8W3BTOLFA12345

e Drivers:
o Robert Johnson, DOB 01/12/1980, GA License #J1234567
o Angela White, DOB 09/05/1985, GA License #W7654321
o David Kim, DOB 04/22/1990, GA License #K9876543
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e Coverage: $2M CSL liability, comp/collision, UM/UIM $2M, medical payments $10K
e Lienholders: Wells Fargo Equipment Finance, Ford Motor Credit
e Loss History: Rear-end accident ($25,000, 2022), Cargo theft ($50,000, 2023)
Step 1: Vehicle Information
o Enter year, make, model, VIN for each vehicle.
e Compliance Risk: Omitting VINs or misreporting usage.
Step 2: Driver Information
o List all drivers with DOB and license numbers.
e Compliance Risk: Omitting drivers with violations.
Step 3: Coverage Selections
e Enter $2M CSL liability, comp/collision, UM/UIM $2M, medical payments $10K.
e Compliance Risk: Failing to offer UM/UIM coverage.
Step 4: Lienholders
o List Wells Fargo Equipment Finance and Ford Motor Credit.
e Compliance Risk: Omitting lienholders.
Step 5: Loss History
e Document rear-end accident ($25,000, 2022) and cargo theft ($50,000, 2023).
o Attach loss runs.
e Compliance Risk: Reporting “no losses” when claims exist.
[l Reflection Prompts
1. Accuracy:
o Did you verify VINs and driver license numbers?
o Did you report coverage selections accurately?
2. Compliance:
o Did you disclose all drivers and loss history?
o Did you attach lienholder documentation?
3. Completeness:

o Did you fill in every section of the form?
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o Did you list all lienholders?
4. Professionalism:
¢ Is the application clear, consistent, and free of errors?
e Would an underwriter view this as a “clean submission”?
[-7 Extended Reflection Exercise
Scenario: Imagine you are submitting this ACORD 137 to three different carriers.
e Carrier Ais conservative and risk-averse.
o Carrier B is aggressive and seeks growth.
e Carrier C is mid-market and values complete documentation.
Questions:
e How might each carrier view the rear-end accident and cargo theft claims?
e How might each carrier respond to incomplete documentation?

e How can you tailor your submission to meet each carrier’s expectations without
misrepresentation?

[l Knowledge Check (Self-Study Quiz)

1. Why must all vehicles be disclosed on ACORD 137?
1. To reduce premiums
2. To ensure coverage applies to all vehicles
3. To satisfy lienholder requirements

2. What is the compliance risk of failing to disclose drivers with violations?
1. None, carriers don’t check
2. Claims may be denied
3. Only affects underwriting speed

3. Why must UM/UIM coverage be offered in Georgia?

1. To reduce premiums

1. To comply with state law

1. To satisfy lienholder requirements

] concluding Summary
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The ACORD 137 — Commercial Auto Section is the core auto underwriting document. It
captures vehicle details, driver information, coverage selections, lienholders, and loss history.

Key Takeaways

Accuracy matters: VINs, driver license numbers, and coverage selections must be
precise.

Compliance discipline: Disclosure of drivers, lienholders, and loss history is
mandatory.

Documentation required: Attach MVRs, lienholder statements, and loss runs.

Professionalism builds trust: Clean, complete submissions strengthen agent-carrier
relationships and reassure clients.

Integration across forms: Errors in ACORD 137 ripple into ACORD 125, 126, and 140.

Final Thought

Mastery of ACORD 137 is not just about filling out a form—it is about thinking like an
underwriter, protecting clients, and safeguarding your own professional reputation.
Agents who excel at ACORD 137 demonstrate the highest standards of compliance, efficiency,
and client advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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Let’s wrap up with Module 6: ACORD 36 (Agent/Broker of Record Change). This form is
shorter than the others but carries significant compliance and client relationship implications.

F] Module 6: ACORD 36 — Agent/Broker of Record Change

@ Learning Objectives
By the end of this module, learners will be able to:
e Understand the purpose and legal implications of ACORD 36.
e Accurately complete the form to transfer servicing rights.
e Apply compliance best practices to protect both client and agency.
e Practice guiding a client through the agent-of-record change process.
Module Content
1. Purpose of ACORD 36

e Used to transfer servicing rights of an insurance policy from one agent/broker to
another.

¢ Authorizes the new agent to represent the client with the carrier.
e Protects the client’s intent and ensures compliance with carrier requirements.

2. Key Sections of ACORD 36
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2. Key Sections of ACORD 36

Section

Policyholder
Information

Carrier
Information

Current
Agent/Broker

New Agent/
Broker

Effective Date

Signature

What It Covers

Name, address,
policy number

Insurance
company name

Name and agency

Name, agency,

contact info

Date transfer
takes effect

Policyholder
signature

Compliance Notes

Must match carrier
records

Verify exact legal
name

Must match carrier
records

Must be licensed
and appointed

Carrier may require
specific timing

Required for validity

3. Compliance Checklist (Quick Reference)

. Policyholder info matches carrier records.

. Carrier name is exact legal entity.

. Current agent/broker listed correctly.

. New agent/broker licensed and appointed.

. Effective date acceptable to carrier.

o Policyholder signature obtained.

4. Case Study Exercise

Scenario:

You are completing ACORD 36 for Peachtree Retail LLC, transferring their commercial package

policy from Agent A to Agent B.

e Policyholder: Peachtree Retail LLC
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e Policy Number: CPP123456
e Carrier: Travelers Insurance Company of America
e Current Agent: John Doe Agency, Code #12345
e New Agent: Southern Insurance Group, Code #67890
o Effective Date: 12/01/2025
e Signature: Authorized member of Peachtree Retail LLC
Exercise:
o Enter policyholder and carrier info accurately.
o Verify new agent’s appointment with Travelers.
o Identify compliance risks (e.g., missing agency code, unsigned form).
5. Knowledge Check (Sample Questions)
1. Why must the new agent be appointed with the carrier?
1. To legally service the policy
2. ltis optional for small accounts
3. Only matters for property insurance
2. What is the most common error in ACORD 367
1. Missing policyholder signature
1. Incorrect carrier name

1. Wrong effective date

[E7 Instructor Notes

o Stress the importance of client communication—policyholders must understand the

implications of changing agents.

e Highlight how carrier rules may vary (some require original signatures, others accept

electronic).

e Encourage learners to role-play conversations with clients to build confidence in

explaining the process.

Key Takeaway

ACORD 36 formalizes the transfer of servicing rights. Accuracy and compliance here protect the
client’s intent, safeguard agency relationships, and ensure smooth transitions with carriers.
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Let’s begin expanding ACORD 36 — Agent/Broker of Record Change into its own full
instructional module. Just like with 125, 126, 140, and 137, I'll deliver this in structured
installments so you can review the flow and depth as we build it out.

7] ACORD 36 — Agent/Broker of Record Change

%> Introduction

The ACORD 36, or Agent/Broker of Record Change, is one of the most sensitive and
compliance-critical forms in the insurance industry. Unlike ACORD 125, 126, 140, or 137, which
capture underwriting exposures, the 36 is about representation and authority. It formally
instructs carriers to recognize a new agent or broker as the party authorized to service and
manage the insured’s policies.

Because this form directly impacts commissions, client relationships, and carrier records, it is
often the subject of disputes. Regulators and carriers expect strict adherence to compliance
standards when processing ACORD 36 requests.

Why ACORD 36 Matters
o Client Choice: It empowers insureds to select the agent or broker they trust.

o Carrier Records: It ensures carriers update their systems to reflect the correct servicing
agent.

o Commission Rights: It determines which agent receives compensation for servicing the
account.

e Compliance: Regulators require clear documentation of representation changes.
Common Misconceptions

e “BOR changes are automatic.” In reality, carriers require signed ACORD 36 forms and
may impose waiting periods.

e “Any agent can submit a BOR.” Only the insured can authorize the change.

e “BOR changes are just paperwork.” They are legal instructions with financial
consequences.

This module will walk you through ACORD 36 section by section, highlight compliance pitfalls,
and provide case studies and exercises to reinforce learning.

9B Section-by-Section Walkthrough
1. Insured Information
e Legal Name: Must match policy records.
e Policy Numbers: Must be listed to ensure proper transfer.

e Compliance Risk: Using trade names instead of legal names can delay processing.
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2. Current Agent/Broker

 Name and Address: Must match carrier records.

o Compliance Risk: Misidentifying current agent can cause disputes.
3. New Agent/Broker

¢ Name, Address, Contact Information: Must be complete.

e Compliance Risk: Omitting details can delay recognition.
4. Authorization

e Signature of Insured: Required.

o Date: Must be current.

e Compliance Risk: Unsigned or undated forms are invalid.
5. Carrier Instructions

o Effective Date: Specifies when the change takes effect.

e Compliance Risk: Carriers may impose waiting periods (e.g., 5-10 days).
[u] Case Study (Preview)
Georgia Manufacturing Solutions LLC decides to change brokers.

e Current Broker: ABC Insurance Agency

o New Broker: XYZ Insurance Services

e Policies: Commercial Auto, General Liability, Property

o Effective Date: 12/01/2025

e Insured Signature: John Doe, CEO
Exercise:

e Complete Insured Information and Broker sections.

o Attach signed authorization.

o Identify compliance risks (e.g., missing policy numbers).

Let’s continue expanding ACORD 36 — Agent/Broker of Record Change. This installment will
focus on Compliance & Regulatory Considerations and extended case studies, giving
learners practical, scenario-based insight into how BOR changes are documented and
reviewed.

fal Compliance & Regulatory Considerations
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The ACORD 36 is not just a form—it is a legal instruction. It directs carriers to recognize a new
agent or broker as the party authorized to service the insured’s policies. Because this directly
impacts commissions, client relationships, and carrier records, regulators and carriers enforce
strict compliance standards.

1. Authority of the Insured

e Requirement: Only the insured can authorize a BOR change.

o Compliance Risk: Agents cannot sign on behalf of clients.

e Georgia DOI Note: Any BOR form without the insured’s signature is invalid.
2. Effective Date

e Requirement: Must be specified.

e Carrier Practice: Many carriers impose a waiting period (e.g., 5-10 days).

o Compliance Risk: Misstating effective date can cause disputes over commissions.
3. Policy Numbers

e Requirement: Must be listed to ensure proper transfer.

o Compliance Risk: Omitting policy numbers can delay processing.
4. Current Agent/Broker

e Requirement: Must be identified accurately.

o Compliance Risk: Misidentifying current agent can cause disputes.
5. New Agent/Broker

e Requirement: Must be identified accurately.

o Compliance Risk: Omitting details can delay recognition.
6. Carrier Instructions

e Requirement: Carriers must update records to reflect new agent.

e Compliance Risk: Failure to notify carrier can result in misdirected communications.
[l Extended Case Study 1: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC decides to change brokers.

e Current Broker: ABC Insurance Agency
e New Broker: XYZ Insurance Services

o Policies: Commercial Auto, General Liability, Property

Page 281 of 470



o Effective Date: 12/01/2025
e Insured Signature: John Doe, CEO
Exercise:
e Complete Insured Information and Broker sections.
e Attach signed authorization.
e Identify compliance risks (e.g., missing policy numbers).
Compliance Notes:
e Policy numbers must be listed.
e Insured signature must be present.
o Effective date must be specified.
[l Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC operates a boutique clothing store. The owner decides to change brokers.

e Current Broker: DEF Insurance Agency

o New Broker: GHI Insurance Services

o Policies: Property, General Liability

o Effective Date: 01/15/2026

e Insured Signature: Jane Smith, Owner
Exercise:

e Complete Insured Information and Broker sections.

e Attach signed authorization.

o |dentify compliance risks (e.g., omitting current broker details).
Compliance Notes:

e Current broker must be identified accurately.

e Insured signature must be present.

o Effective date must be specified.

[l Extended Case Study 3: Southern Builders LLC
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Scenario:
Southern Builders LLC operates as a general contractor. The company decides to change
brokers.

e Current Broker: JKL Insurance Agency
o New Broker: MNO Insurance Services
e Policies: General Liability, Workers’ Compensation
o Effective Date: 02/01/2026
e Insured Signature: Robert Brown, President
Exercise:
e Complete Insured Information and Broker sections.
e Attach signed authorization.
o |dentify compliance risks (e.g., omitting workers’ compensation policy number).
Compliance Notes:
e Policy numbers must be listed.
e Insured signature must be present.
o Effective date must be specified.
[E7 Knowledge Check (Self-Study Quiz)
1. Who has authority to authorize a BOR change?
1. The agent
2. The carrier
3. The insured
2. Why must effective date be specified on ACORD 367
1. To reduce premiums
2. To avoid disputes over commissions
3. To satisfy mortgagee requirements
3. What is the compliance risk of omitting policy numbers?
1. None, carriers don’t check
1. Processing delays

1. Only affects underwriting speed
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] Extended Commentary

The ACORD 36 is where representation changes are documented. Agents must adopt
compliance discipline:

o Verify insured signature.

o Specify effective date.

e List policy numbers.

o Identify current and new brokers accurately.
o Notify carriers promptly.

Failure to do so can result in disputes, regulatory violations, and E&O exposure. Mastery of
ACORD 36 demonstrates professionalism, protects clients, and builds trust with carriers.

Let’s continue expanding ACORD 36 — Agent/Broker of Record Change. This installment will
focus on Dispute Resolution, Carrier Practices, and practical exercises, giving learners a
deeper, scenario-based understanding of how BOR changes are handled in the real world.

8B Dispute Resolution in BOR Changes

Because the ACORD 36 directly impacts commissions, client relationships, and carrier
records, disputes are common. These disputes often arise between the current agent and the
new agent, with the insured caught in the middle.

Common Disputes

o Timing of Effective Date: Current agent argues they are entitled to commissions until
renewal; new agent argues effective date is immediate.

o Validity of Signature: Current agent challenges whether the insured actually signed the
form.

o Policy Numbers Missing: Carrier delays processing because the form is incomplete.

o Carrier Waiting Periods: Current agent uses waiting period to attempt to “rescue” the
account.

Resolution Mechanisms
e Carrier Rules: Carriers typically have written BOR procedures.
e Regulatory Oversight: Departments of Insurance may intervene if disputes escalate.
o Client Confirmation: Carriers may contact the insured directly to confirm intent.

o E&O Considerations: Agents must avoid misrepresentation or coercion.

[Z] Carrier Practices
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Carriers vary in how they process ACORD 36 forms. Understanding these practices is essential
for compliance and client service.

1. Waiting Periods
o Typical Range: 5-10 business days.
e Purpose: Allows current agent to contact client and attempt to retain account.
e Compliance Risk: Misrepresenting waiting period to client.
2. Mid-Term vs. Renewal
e Mid-Term: BOR can be effective immediately, subject to carrier rules.
e Renewal: Some carriers only allow BOR changes at renewal.
o Compliance Risk: Misstating carrier policy.
3. Confirmation Calls
e Practice: Carrier contacts insured to confirm BOR change.
o Compliance Risk: If insured is unaware, BOR may be rejected.
4. Commission Handling
e Practice: Commission rights typically transfer to new agent after effective date.
o Compliance Risk: Disputes over commission entitlement.
[l Extended Case Study 1: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC submits an ACORD 36 to change brokers from ABC
Insurance Agency to XYZ Insurance Services.

o Effective Date: 12/01/2025

e Carrier imposes 5-day waiting period.

o Current agent contacts client during waiting period to attempt to retain account.
Exercise:

e |dentify compliance risks.

e Explain carrier’s role in dispute resolution.

o Determine when commissions transfer.
Answer Key:

e Compliance risks: misrepresenting waiting period, coercion by current agent.
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e Carrier confirms intent with insured.
o Commissions transfer to new agent after effective date.
[l Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC submits an ACORD 36 with missing policy numbers.

e Current Broker: DEF Insurance Agency
e New Broker: GHI Insurance Services
e Carrier delays processing due to incomplete form.
Exercise:
o Identify compliance risks.
e Explain how to resolve dispute.
o Determine impact on effective date.
Answer Key:
e Compliance risk: incomplete form.
e Resolution: submit corrected ACORD 36 with policy numbers.

o Effective date may be delayed until corrected form received.
[l Extended Case Study 3: Southern Builders LLC

Scenario:
Southern Builders LLC submits an ACORD 36. Current agent challenges validity of signature.

e Carrier contacts insured to confirm intent.

e Insured confirms signature is valid.
Exercise:

e |dentify compliance risks.

e Explain carrier’s role in dispute resolution.

e Determine outcome.
Answer Key:

o Compliance risk: potential forgery allegation.

e Carrier confirms intent with insured.

e Outcome: BOR accepted, new agent recognized.
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[E7 Practical Exercises
Exercise 1: Waiting Periods

A client submits an ACORD 36 with effective date 11/15/2025. Carrier imposes 5-day waiting
period.

Task: Explain when new agent will be recognized.
Answer Key: New agent recognized on 11/20/2025.
Exercise 2: Commission Disputes
Current agent argues they are entitled to commissions until renewal.
Task: Explain how commissions are handled.
Answer Key: Commissions transfer to new agent after effective date, subject to carrier rules.
Exercise 3: Incomplete Forms
An ACORD 36 is submitted without insured signature.
Task: Explain compliance risks and resolution.
Answer Key: Unsigned form is invalid. Must be resubmitted with insured signature.
[l Knowledge Check (Self-Study Quiz)
1. Why do carriers impose waiting periods on BOR changes?
1. To reduce premiums
2. To allow current agent to contact client
3. To satisfy regulators
2. What is the compliance risk of submitting an unsigned ACORD 367
1. None, carriers don’t check
2. Formis invalid
3. Only affects underwriting speed
3. How are commissions typically handled after a BOR change?
1. Current agent retains until renewal
1. Transfer to new agent after effective date

1. Split between agents

] Extended Commentary
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The ACORD 36 is where representation changes are documented. Agents must adopt
compliance discipline:

o Verify insured signature.

o Specify effective date.

e List policy numbers.

e Understand carrier waiting periods.

o Anticipate disputes and resolve professionally.

Failure to do so can result in disputes, regulatory violations, and E&O exposure. Mastery of
ACORD 36 demonstrates professionalism, protects clients, and builds trust with carriers.

Let’s keep building out ACORD 36 — Agent/Broker of Record Change. This installment will
focus on Ethical Considerations, Client Communication Strategies, and best-practice
commentary.

@B Ethical Considerations in BOR Changes

The ACORD 36 is not just a compliance document—it is a test of professional ethics. Because
BOR changes directly affect commissions and client relationships, agents must navigate them
with integrity.

1. Respecting Client Autonomy
e Principle: The insured has the right to choose their representative.
o Ethical Risk: Pressuring clients to sign a BOR undermines trust.
o Best Practice: Provide information, not coercion.

2. Transparency
e Principle: Clients must understand the implications of a BOR change.
o Ethical Risk: Misrepresenting waiting periods or commission rules.
« Best Practice: Explain carrier policies clearly.

3. Confidentiality
e Principle: Client information must be protected during transitions.
o Ethical Risk: Sharing client data without authorization.
o Best Practice: Transfer records only after BOR is effective.

4. Professional Courtesy
e Principle: Respect competitors and carriers.
o Ethical Risk: Defaming current agent to secure BOR.
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e Best Practice: Focus on your value proposition, not criticism.
& Client Communication Strategies

Clear communication is the cornerstone of successful BOR transitions. Clients often feel
uncertain or pressured, so agents must guide them with empathy and professionalism.

1. Initial Conversation

o Approach: Ask why the client is considering a change.

e Goal: Understand pain points (service, responsiveness, expertise).

o Best Practice: Position yourself as a solution, not just a replacement.
2. Explaining the Process

e Approach: Walk the client through the ACORD 36 step by step.

o Goal: Ensure they understand signature, effective date, and carrier rules.

o Best Practice: Provide a sample form for review before signing.
3. Setting Expectations

e Approach: Explain waiting periods and carrier confirmation calls.

e Goal: Avoid surprises.

« Best Practice: Document expectations in writing.
4. Post-BOR Follow-Up

e Approach: Confirm carrier recognition of new agent.

o Goal: Reassure client that transition is complete.

o Best Practice: Provide updated contact information and service plan.
[l Extended Case Study 1: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC is frustrated with slow response times from its current
broker. The CEO considers signing a BOR with a new agent.

Ethical Challenge:
o Current agent accuses new agent of “stealing” the account.
e New agent must avoid disparagement and focus on value.
Exercise:

o Draft a client communication explaining the BOR process.
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o lIdentify ethical risks (e.g., defaming current agent).
¢ Recommend best practices.
Answer Key:
e Communication should explain client rights, process, and waiting period.
o Ethical risk: disparagement of current agent.
e Best practice: emphasize service improvements, not criticism.
[l Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC is considering a BOR change due to lack of proactive risk management.

Ethical Challenge:
e Current agent pressures client to stay, claiming BOR is “illegal.”
e Client is confused.
Exercise:
o Draft a client communication clarifying legality of BOR.
o Identify ethical risks (e.g., misinformation).
¢ Recommend best practices.
Answer Key:
e Communication should clarify BOR is legal and recognized by carriers.
o Ethical risk: misinformation by current agent.
e Best practice: provide carrier documentation to reassure client.
[l Extended Case Study 3: Southern Builders LLC

Scenario:
Southern Builders LLC wants to change brokers but fears retaliation from current agent.

Ethical Challenge:
o Current agent threatens to cancel policies.
o Client feels pressured.
Exercise:
o Draft a client communication reassuring client.

o Identify ethical risks (e.g., coercion).
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e Recommend best practices.
Answer Key:

e Communication should reassure client that policies cannot be canceled without insured’s
consent.

o Ethical risk: coercion by current agent.
o Best practice: document threats and report to carrier if necessary.
[E7 Practical Exercises
Exercise 1: Transparency
A client asks about waiting periods.
Task: Explain carrier rules clearly.

Answer Key: “Most carriers impose a 5-10 day waiting period to confirm intent. During this
time, your current agent may contact you, but the BOR will take effect once the period ends.”

Exercise 2: Professional Courtesy
A competitor accuses you of stealing accounts.
Task: Respond ethically.

Answer Key: “Clients have the right to choose their representative. My role is to provide value
and service. | respect your work and wish you well.”

Exercise 3: Confidentiality
A client asks you to transfer records before BOR is effective.
Task: Explain compliance risk.

Answer Key: “We must wait until the carrier recognizes the BOR before transferring records.
This protects your confidentiality and ensures compliance.”

[l Knowledge Check (Self-Study Quiz)

1. Who has the right to authorize a BOR change?
1. The agent
2. The carrier
3. The insured

2. What is the ethical risk of defaming a competitor during BOR solicitation?
1. None, carriers don’t check
2. Loss of trust and professionalism
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3. Only affects underwriting speed
3. Why must confidentiality be respected during BOR transitions?
1. To reduce premiums
1. To protect client information
1. To satisfy carrier requirements
(] Extended Commentary

The ACORD 36 is where representation changes are documented, but it is also where
professional ethics are tested. Agents must adopt best practices:

¢ Respect client autonomy.

e Communicate transparently.
o Protect confidentiality.

e Show professional courtesy.

Failure to do so can result in disputes, regulatory violations, and reputational damage. Mastery
of ACORD 36 demonstrates professionalism, protects clients, and builds trust with carriers.

Let’s complete the ACORD 36 — Agent/Broker of Record Change module with the final
installment. This section will include a Capstone Assessment walkthrough, reflection
prompts, and a concluding summary.

ﬁE Capstone Assessment Walkthrough

The Capstone Assessment simulates a full BOR change request using ACORD 36. Learners
must complete the form with provided data, attach supporting documents, and identify
compliance risks.

Scenario: Georgia Logistics Solutions LLC
e Legal Name: Georgia Logistics Solutions LLC
e FEIN: 58-2468135
e Address: 800 Freight Lane, Atlanta, GA 30318
e Current Broker: ABC Insurance Agency
o New Broker: XYZ Insurance Services
o Policies: Commercial Auto, General Liability, Property
o Effective Date: 12/01/2025

e Insured Signature: Robert Johnson, CEO
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Step 1: Insured Information
e Enter legal name, FEIN, and address.
o Compliance Risk: Using trade name instead of legal entity.
Step 2: Current Broker
o List ABC Insurance Agency with full address.
o Compliance Risk: Misidentifying current broker.
Step 3: New Broker
e List XYZ Insurance Services with full address and contact info.
e Compliance Risk: Omitting contact details.
Step 4: Authorization
e Ensure Robert Johnson’s signature and date are present.
e Compliance Risk: Unsigned or undated form is invalid.
Step 5: Carrier Instructions
o Specify effective date 12/01/2025.
o Compliance Risk: Misstating effective date can cause disputes.
[l Reflection Prompts
1. Accuracy:
o Did you verify insured’s legal name and FEIN?
o Did you list policy numbers correctly?
2. Compliance:
o Did you obtain insured’s signature and date?
o Did you specify effective date?
3. Completeness:
o Did you list both current and new brokers with full details?
o Did you notify carrier promptly?
4. Professionalism:
e Is the form clear, consistent, and free of errors?

o« Would a carrier view this as a “clean submission”?

Page 293 of 470



[E7 Extended Reflection Exercise

Scenario: Imagine you are submitting this ACORD 36 to three different carriers.

Carrier A is conservative and risk-averse.
Carrier B is aggressive and seeks growth.

Carrier C is mid-market and values complete documentation.

Questions:

How might each carrier view the effective date?
How might each carrier respond to incomplete documentation?

How can you tailor your submission to meet each carrier’s expectations without
misrepresentation?

[l Knowledge Check (Self-Study Quiz)

1.

1.
1.

Who has authority to authorize a BOR change?
1. The agent
2. The carrier
3. The insured
Why must effective date be specified on ACORD 367
1. To reduce premiums
2. To avoid disputes over commissions
3. To satisfy mortgagee requirements
What is the compliance risk of omitting policy numbers?
None, carriers don’t check
Processing delays

Only affects underwriting speed

] concluding Summary

The ACORD 36 — Agent/Broker of Record Change is the core representation document. It
captures insured information, current and new broker details, authorization, and carrier
instructions.

Key Takeaways

Accuracy matters: Legal names, policy numbers, and broker details must be precise.
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o Compliance discipline: Insured signature, effective date, and carrier notification are
mandatory.

o Documentation required: Attach signed authorization and notify carriers promptly.

o Professionalism builds trust: Clean, complete submissions strengthen agent-carrier
relationships and reassure clients.

o Ethics are critical: Respect client autonomy, communicate transparently, and protect
confidentiality.

Final Thought

Mastery of ACORD 36 is not just about filling out a form—it is about honoring client choice,
safeguarding compliance, and demonstrating professional integrity. Agents who excel at
ACORD 36 show the highest standards of ethics, efficiency, and client advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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Let’s begin expanding ACORD 65 — Agency/Company Loss Notice into its own full
instructional module. Just like with the other ACORD forms we’ve built, I'll deliver this in
structured installments so you can review the flow and depth as we go.

F] ACORD 65 — Agency/Company Loss Notice

%> Introduction

The ACORD 65, or Agency/Company Loss Notice, is the standardized form used to report
insurance losses to carriers. Unlike ACORD 125, 126, 140, or 137, which capture exposures
and underwriting details, the 65 is about claims initiation. It provides carriers with the essential
information they need to open a claim file, assign adjusters, and begin investigation.

Because claims are the “moment of truth” in insurance, the ACORD 65 is one of the most
important forms for client advocacy. A properly completed loss notice ensures that claims are
processed quickly, accurately, and with minimal disputes.

Why ACORD 65 Matters
o Client Protection: Timely and accurate loss reporting ensures clients receive benefits.
o Carrier Efficiency: Provides carriers with standardized data to assign adjusters.
o Compliance: Regulators require prompt reporting of certain types of losses.
o Professionalism: A clean, complete loss notice reflects agent competence.
Common Misconceptions
o “Loss notices are optional.” In reality, carriers require them to open claims.

e “Any information will do.” Carriers need specific details: date, time, location, cause,
damages.

e “Loss notices are just paperwork.” They are legal documents that initiate claims.

This module will walk you through ACORD 65 section by section, highlight compliance pitfalls,
and provide case studies and exercises to reinforce learning.

9B Section-by-Section Walkthrough
1. Insured Information

e Name, Address, Policy Number: Must match carrier records.

o Compliance Risk: Misidentifying insured can delay claim processing.
2. Loss Information

o Date and Time of Loss: Critical for coverage determination.

e Location of Loss: Must be specific.
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Cause of Loss: Fire, theft, collision, slip-and-fall, etc.

Compliance Risk: Omitting cause of loss can delay investigation.

3. Damages

Property Damage: Buildings, vehicles, contents.
Bodily Injury: Injured parties, medical treatment.
Other Losses: Business income, extra expense.

Compliance Risk: Underreporting damages can reduce claim payments.

4. Witnesses

Names and Contact Information: Must be listed if available.

Compliance Risk: Omitting witnesses can hinder investigation.

5. Police/Fire Reports

Requirement: Must be listed if authorities were involved.

Compliance Risk: Failure to disclose police/fire reports can delay claims.

6. Agent Information

Name, Address, Contact Information: Must be complete.

Compliance Risk: Omitting agent details can delay communication.

[l Case Study (Preview)

Peachtree Retail LLC experiences a theft loss.

Insured: Peachtree Retail LLC

Policy Number: GL123456

Date of Loss: 10/15/2025

Location: 123 Main Street, Cumming, GA

Cause: Burglary overnight

Damages: $25,000 stolen inventory

Police Report: Filed with Cumming Police Department

Agent: Jane Smith, GHI Insurance Services

Exercise:

Complete Loss Information and Damages sections.
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e Attach police report.
o Identify compliance risks (e.g., omitting police report number).

Let’s continue expanding ACORD 65 — Agency/Company Loss Notice. This installment will
focus on Compliance & Regulatory Considerations and extended case studies, giving
learners practical, scenario-based insight into how loss notices are documented and reviewed.

fal Compliance & Regulatory Considerations

Loss notices are not just administrative paperwork—they are legal documents that trigger
claims handling. Regulators, carriers, and courts all rely on the accuracy of ACORD 65
submissions. Agents must apply compliance discipline to avoid errors, delays, or liability.

1. Timeliness of Reporting
e Requirement: Losses must be reported promptly.

o Georgia DOI Note: Delayed reporting can prejudice carriers and may result in denial of
claims.

e Compliance Risk: Agents who fail to report promptly may face E&O exposure.
2. Accuracy of Information

¢« Requirement: Date, time, location, cause, damages, and witnesses must be reported
accurately.

o Compliance Risk: Misrepresentation or omission can delay claims or result in denial.
3. Supporting Documentation

e Requirement: Police reports, fire reports, medical records, and witness statements must
be attached when available.

o Compliance Risk: Failure to attach documentation can hinder investigation.
4. Confidentiality

e Requirement: Client information must be protected.

e Compliance Risk: Sharing loss details without authorization violates privacy laws.
5. Agent Role

e Requirement: Agents must facilitate claims reporting but cannot adjust claims.

o Compliance Risk: Agents who promise claim outcomes may face regulatory action.
[l Extended Case Study 1: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC experiences a theft loss.
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e Insured: Peachtree Retail LLC

e Policy Number: GL123456

o Date of Loss: 10/15/2025

e Location: 123 Main Street, Cumming, GA

e Cause: Burglary overnight

e Damages: $25,000 stolen inventory

e Police Report: Filed with Cumming Police Department

e Agent: Jane Smith, GHI Insurance Services
Exercise:

e Complete Loss Information and Damages sections.

e Attach police report.

o Identify compliance risks (e.g., omitting police report number).
Compliance Notes:

e Police report must be attached.

¢ Damages must be reported accurately.

o Confidentiality must be maintained.
[l Extended Case Study 2: Southern Builders LLC

Scenario:
Southern Builders LLC experiences a workplace accident.

e Insured: Southern Builders LLC

e Policy Number: WC987654

o Date of Loss: 09/20/2025

e Location: 456 Commerce Drive, Alpharetta, GA

o Cause: Employee fell from scaffolding

e Damages: Bodily injury, medical expenses $50,000

o Witnesses: Two coworkers

e Agent: Robert Brown, MNO Insurance Services
Exercise:

e Complete Loss Information and Damages sections.
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o Attach witness statements.

o Identify compliance risks (e.g., failing to report witnesses).
Compliance Notes:

o Witnesses must be listed.

e Medical expenses must be reported accurately.

o Confidentiality must be maintained.
[l Extended Case Study 3: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC experiences a fire loss.

e Insured: Georgia Manufacturing Solutions LLC

e Policy Number: PR246810

o Date of Loss: 08/10/2025

e Location: 789 Industrial Blvd, Gainesville, GA

e Cause: Electrical fire

e Damages: $500,000 building damage, $200,000 contents damage

e Fire Report: Filed with Gainesville Fire Department

e Agent: Sarah Johnson, XYZ Insurance Services
Exercise:

e Complete Loss Information and Damages sections.

o Attach fire report.

o Identify compliance risks (e.g., underreporting damages).
Compliance Notes:

e Fire report must be attached.

o Damages must be reported accurately.

o Confidentiality must be maintained.
[E7 Practical Exercises
Exercise 1: Timeliness
A client reports a theft loss two weeks after occurrence.

Task: Explain compliance risks.
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Answer Key: Delayed reporting can prejudice carrier and result in denial. Agent may face E&O
exposure.

Exercise 2: Accuracy
A client reports a fire loss but omits contents damage.
Task: Explain compliance risks.
Answer Key: Omitting damages can reduce claim payments. Agent must ensure accuracy.
Exercise 3: Documentation
A client reports a workplace accident but omits witness statements.
Task: Explain compliance risks.
Answer Key: Omitting witnesses can hinder investigation. Agent must attach statements.
[l Knowledge Check (Self-Study Quiz)
1. Why must losses be reported promptly on ACORD 657
1. To reduce premiums
2. To ensure timely claims handling
3. To satisfy mortgagee requirements
2. What is the compliance risk of omitting police/fire reports?
1. None, carriers don’t check
2. Claims may be delayed or denied
3. Only affects underwriting speed
3. Why must agents avoid promising claim outcomes?
1. To reduce premiums
1. To avoid regulatory action
1. To satisfy client expectations
] Extended Commentary

The ACORD 65 is where loss reporting is documented. Agents must adopt compliance
discipline:

e Report losses promptly.
e Ensure accuracy of information.

e Attach supporting documentation.
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o Protect confidentiality.
e Facilitate claims reporting without promising outcomes.

Failure to do so can result in delayed claims, regulatory violations, and E&O exposure. Mastery
of ACORD 65 demonstrates professionalism, protects clients, and builds trust with carriers.

Let’s keep building out ACORD 65 — Agency/Company Loss Notice. This installment will
focus on the Claim Investigation Process, Agent Best Practices, and practical exercises.

Q Claim Investigation Process

Once a loss notice is submitted via ACORD 65, the carrier initiates its claims investigation.
Understanding this process helps agents set client expectations and avoid compliance pitfalls.

1. Claim Acknowledgment

o Carrier Action: Assign claim number, notify insured, and appoint adjuster.

e Agent Role: Confirm receipt with client, provide claim number.

o Compliance Risk: Failure to confirm acknowledgment can leave client uncertain.
2. Initial Contact

e Carrier Action: Adjuster contacts insured to gather details.

o Agent Role: Prepare insured for adjuster’s questions.

o Compliance Risk: Misrepresenting adjuster’s role can confuse client.
3. Investigation

o Carrier Action: Review loss notice, inspect damages, interview witnesses, obtain
reports.

e« Agent Role: Facilitate access to documentation, ensure cooperation.

o Compliance Risk: Withholding information can delay or prejudice claim.
4. Coverage Determination

e Carrier Action: Compare facts to policy terms.

o Agent Role: Clarify coverage provisions for client.

o Compliance Risk: Agents must not promise coverage outcomes.
5. Settlement

o Carrier Action: Offer payment based on coverage and damages.

e Agent Role: Ensure client understands settlement.

o Compliance Risk: Agents must not negotiate settlement amounts.
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[Z] Agent Best Practices

Agents play a critical role in ensuring smooth claims handling. While they cannot adjust claims,
they can guide clients through the process.

1. Prompt Reporting
e Submit ACORD 65 immediately upon learning of a loss.
e Encourage clients to report losses quickly.
2. Accurate Documentation
o \Verify date, time, location, cause, damages, witnesses.
o Attach policeffire reports, medical records, photos.
3. Client Education
e Explain claims process clearly.
o Set expectations for timelines and adjuster involvement.
4. Professional Boundaries
o Facilitate communication but avoid promising outcomes.
e Respect confidentiality.
5. Follow-Up
e Confirm claim acknowledgment.
e Check progress periodically.
e Reassure client throughout process.
[l Extended Case Study 1: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC experiences a theft loss.

e Loss Notice submitted promptly.

e Carrier assigns claim number and adjuster.

¢ Adjuster requests police report and inventory records.
Exercise:

» Identify agent’s role in facilitating investigation.

e Spot compliance risks (e.g., promising settlement amount).

Answer Key:
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e Agent must provide police report and inventory records.
e Compliance risk: promising settlement amount is prohibited.
[l Extended Case Study 2: Southern Builders LLC

Scenario:
Southern Builders LLC experiences a workplace accident.

¢ Loss Notice submitted with witness statements.

o Adjuster interviews injured employee and witnesses.

o Carrier reviews medical records.
Exercise:

o Identify agent’s role in facilitating investigation.

e Spot compliance risks (e.g., withholding witness statements).
Answer Key:

¢ Agent must ensure witness statements are provided.

e Compliance risk: withholding information can delay claim.
[l Extended Case Study 3: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC experiences a fire loss.

o Loss Notice submitted with fire report.

¢ Adjuster inspects building and contents.

o Carrier reviews coverage provisions.
Exercise:

» Identify agent’s role in facilitating investigation.

e Spot compliance risks (e.g., promising coverage outcome).
Answer Key:

e Agent must provide fire report and facilitate inspection.

e Compliance risk: promising coverage outcome is prohibited.
[E7 Practical Exercises
Exercise 1: Claim Acknowledgment

A client reports a theft loss. Carrier assigns claim number.
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Task: Explain agent’s role.

Answer Key: Agent must confirm claim acknowledgment with client and provide claim number.
Exercise 2: Investigation

A client reports a fire loss. Adjuster requests fire report.

Task: Explain agent’s role.

Answer Key: Agent must provide fire report promptly to facilitate investigation.

Exercise 3: Coverage Determination

A client asks if claim will be paid.

Task: Explain compliance risk.

Answer Key: Agent must not promise coverage outcome. Must explain carrier determines
coverage.

[l Knowledge Check (Self-Study Quiz)
1. What is the agent’s role in claim acknowledgment?
1. Assign claim number
2. Confirm receipt with client
3. Negotiate settlement
2. What is the compliance risk of withholding documentation?
1. None, carriers don’t check
2. Delayed or prejudiced claim
3. Only affects underwriting speed
3. Why must agents avoid promising claim outcomes?
1. To reduce premiums
1. To avoid regulatory action
1. To satisfy client expectations
(] Extended Commentary

The ACORD 65 is where claims reporting begins, but the investigation process is where client
trust is tested. Agents must adopt best practices:

e Report losses promptly.

e Provide accurate documentation.
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Educate clients about claims process.
Respect professional boundaries.

Follow up to reassure clients.

Failure to do so can result in delayed claims, regulatory violations, and E&O exposure. Mastery
of ACORD 65 demonstrates professionalism, protects clients, and builds trust with carriers.

Let’s complete the ACORD 65 — Agency/Company Loss Notice module with the final
installment. This section will include a Capstone Assessment walkthrough, reflection
prompts, and a concluding summary.

ﬁE Capstone Assessment Walkthrough

The Capstone Assessment simulates a full loss notice submission using ACORD 65. Learners
must complete the form with provided data, attach supporting documents, and identify
compliance risks.

Scenario: Georgia Logistics Solutions LLC

Insured: Georgia Logistics Solutions LLC

Policy Number: CA123456

Date of Loss: 09/15/2025

Location: 800 Freight Lane, Atlanta, GA 30318

Cause: Collision involving company truck and passenger vehicle
Damages: $75,000 property damage, bodily injury to two individuals
Police Report: Filed with Atlanta Police Department

Agent: Robert Johnson, XYZ Insurance Services

Step 1: Insured Information

Enter legal name, policy number, and address.

Compliance Risk: Using trade name instead of legal entity.

Step 2: Loss Information

Enter date, time, location, and cause.

Compliance Risk: Omitting cause of loss can delay investigation.

Step 3: Damages

Document property damage and bodily injury.

Compliance Risk: Underreporting damages can reduce claim payments.
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Step 4: Witnesses
o List names and contact information of witnesses.
o Compliance Risk: Omitting witnesses can hinder investigation.
Step 5: Police Report
e Attach police report.
o Compliance Risk: Failure to attach report can delay claim.
Step 6: Agent Information
o Enter agent’s name, address, and contact information.
o Compliance Risk: Omitting agent details can delay communication.
[l Reflection Prompts
1. Accuracy:
o Did you verify insured’s legal name and policy number?
o Did you report damages accurately?
2. Compliance:
o Did you attach police report?
o Did you list withesses?
3. Completeness:
o Did you fill in every section of the form?
o Did you provide agent contact information?
4. Professionalism:
e Is the form clear, consistent, and free of errors?
e Would a carrier view this as a “clean submission”?
[E7 Extended Reflection Exercise
Scenario: Imagine you are submitting this ACORD 65 to three different carriers.
o Carrier Ais conservative and risk-averse.
o Carrier B is aggressive and seeks growth.
e Carrier C is mid-market and values complete documentation.

Questions:
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How might each carrier view the collision and bodily injury claims?
How might each carrier respond to incomplete documentation?

How can you tailor your submission to meet each carrier’s expectations without
misrepresentation?

[l Knowledge Check (Self-Study Quiz)

1.

1.
1.

Why must losses be reported promptly on ACORD 657?
1. To reduce premiums
2. To ensure timely claims handling
3. To satisfy mortgagee requirements

What is the compliance risk of omitting police/fire reports?
1. None, carriers don’t check
2. Claims may be delayed or denied
3. Only affects underwriting speed

Why must damages be reported accurately?

To reduce premiums

To ensure proper claim payments

To satisfy agent requirements

] concluding Summary

The ACORD 65 — Agency/Company Loss Notice is the core claims reporting document. It
captures insured information, loss details, damages, witnesses, police/fire reports, and agent
information.

Key Takeaways

Accuracy matters: Legal names, policy numbers, and damages must be precise.

Compliance discipline: Losses must be reported promptly, with supporting
documentation.

Documentation required: Attach police/fire reports, witness statements, medical
records.

Professionalism builds trust: Clean, complete submissions strengthen agent-carrier
relationships and reassure clients.
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o Agent role: Facilitate claims reporting, educate clients, and respect professional
boundaries.

Final Thought

Mastery of ACORD 65 is not just about filling out a form—it is about protecting clients at their
most vulnerable moment, ensuring compliance, and demonstrating professional
integrity. Agents who excel at ACORD 65 show the highest standards of ethics, efficiency, and
client advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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Let’s begin expanding ACORD 28 — Evidence of Commercial Property Insurance into its own
full instructional module. Just like with the other ACORD forms we’ve built, I'll deliver this in
structured installments so you can review the flow and depth as we go.

F] ACORD 28 - Evidence of Commercial Property Insurance

%> Introduction

The ACORD 28, or Evidence of Commercial Property Insurance, is the standardized form used
to provide proof of property insurance coverage to third parties. Unlike ACORD 140, which
captures underwriting details, the 28 is a verification tool. It is most often requested by
lenders, landlords, and other stakeholders who need assurance that a property is insured.

Because this form is frequently tied to financing, leasing, and contractual obligations, accuracy
and compliance are critical. A properly completed ACORD 28 reassures stakeholders, protects
clients, and prevents disputes.

Why ACORD 28 Matters

o Lender Requirements: Mortgagees often require evidence of insurance before funding
loans.

o Landlord Requirements: Commercial leases typically mandate proof of property
coverage.

o Contractual Obligations: Vendors, contractors, and partners may require evidence of
insurance.

o Professionalism: A clean, complete ACORD 28 reflects agent competence and builds
trust.

Common Misconceptions

o “Certificates are the same as evidence forms.” In reality, ACORD 28 is distinct from
ACORD 27 (Evidence of Property Insurance for personal lines) and ACORD 25
(Certificate of Liability Insurance).

e “Any coverage can be listed.” Only property coverage should be documented on ACORD
28.

o “Evidence forms are optional.” They are often legally required by lenders and landlords.

This module will walk you through ACORD 28 section by section, highlight compliance pitfalls,
and provide case studies and exercises to reinforce learning.

9B Section-by-Section Walkthrough
1. Insured Information

¢ Name, Address: Must match policy records.
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o Compliance Risk: Using trade names instead of legal names can invalidate evidence.
2. Property Information

o Location Address: Must be specific.

e Description: Building, contents, or both.

o Compliance Risk: Omitting property description can cause disputes.
3. Coverage Information

e Policy Number: Must be listed.

o Effective Dates: Must match policy.

e Coverage Limits: Building, contents, business income.

o Compliance Risk: Misstating coverage limits can mislead stakeholders.
4. Mortgagee/Lienholder

¢ Requirement: Must be listed to protect lender’s financial interest.

e Compliance Risk: Failure to list mortgagee can result in uncovered losses.
5. Additional Interests

¢ Requirement: Landlords, vendors, or other stakeholders may be listed.

o Compliance Risk: Omitting additional interests can breach contracts.
6. Agent Information

¢ Name, Address, Contact Information: Must be complete.

e Compliance Risk: Omitting agent details can delay communication.

[l Case Study (Preview)
North Georgia Office Park LLC requests evidence of property insurance for a loan closing.
e Insured: North Georgia Office Park LLC
e Policy Number: PR123456
o Effective Dates: 01/01/2025 — 01/01/2026
e Coverage: Building $5M, Contents $500K, Business Income $1M
¢ Mortgagee: Wells Fargo Bank
e Agent: Jane Smith, XYZ Insurance Services

Exercise:
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o Complete Property and Coverage Information sections.
e Attach mortgagee details.
o Identify compliance risks (e.g., misstating coverage limits).

Let’s continue expanding ACORD 28 — Evidence of Commercial Property Insurance. This
installment will focus on Compliance & Regulatory Considerations and extended case
studies, giving learners practical, scenario-based insight into how evidence of property
insurance is documented and reviewed.

fal Compliance & Regulatory Considerations

The ACORD 28 is more than a convenience form—it is a compliance document that lenders,
landlords, and regulators rely on to confirm that property insurance is in force. Because it is
often tied to financing and leasing, errors or omissions can have serious financial and legal
consequences.

1. Accuracy of Coverage Information

e Requirement: Policy number, effective dates, and coverage limits must match the actual
policy.

o Compliance Risk: Misstating coverage limits can be considered misrepresentation.

o Georgia DOI Note: Providing inaccurate evidence of insurance may result in disciplinary
action.

2. Mortgagee/Lienholder Disclosure

o Requirement: Mortgagees and lienholders must be listed to protect their financial
interest.

o Compliance Risk: Failure to list mortgagee can result in uncovered losses and lender
disputes.

3. Additional Interests

¢ Requirement: Landlords, vendors, or other stakeholders may be listed as additional
interests.

e Compliance Risk: Omitting additional interests can breach contracts.
4. Timeliness

o Requirement: Evidence of insurance must be provided before loan closings or lease
commencements.

e Compliance Risk: Delayed submission can delay closings or breach lease agreements.
5. Confidentiality

e Requirement: Only relevant coverage information should be disclosed.
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o Compliance Risk: Over-disclosure can violate client confidentiality.
[l Extended Case Study 1: North Georgia Office Park LLC

Scenario:
North Georgia Office Park LLC requests evidence of property insurance for a loan closing.

e Insured: North Georgia Office Park LLC
e Policy Number: PR123456
o Effective Dates: 01/01/2025 — 01/01/2026
e Coverage: Building $5M, Contents $500K, Business Income $1M
o Mortgagee: Wells Fargo Bank
e Agent: Jane Smith, XYZ Insurance Services
Exercise:
o Complete Property and Coverage Information sections.
e Attach mortgagee details.
o Identify compliance risks (e.g., misstating coverage limits).
Compliance Notes:
e Coverage limits must match policy.
o Mortgagee must be listed.
e Evidence must be provided before loan closing.
[l Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC signs a lease for retail space. Landlord requires evidence of property
insurance.

e Insured: Peachtree Retail LLC

e Policy Number: PR654321

o Effective Dates: 02/01/2025 — 02/01/2026

e Coverage: Contents $250K, Business Income $500K

e Additional Interest: Landlord, Peachtree Properties LLC
e Agent: Robert Brown, GHI Insurance Services

Exercise:
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o Complete Property and Coverage Information sections.

o Attach additional interest details.

o |dentify compliance risks (e.g., omitting landlord as additional interest).
Compliance Notes:

o Landlord must be listed as additional interest.

o Coverage must meet lease requirements.

e Evidence must be provided before lease commencement.
[l Extended Case Study 3: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC secures financing for new equipment. Lender requires
evidence of property insurance.

e Insured: Georgia Manufacturing Solutions LLC
e Policy Number: PR789012
o Effective Dates: 03/01/2025 — 03/01/2026
e Coverage: Building $10M, Contents $2M, Business Income $3M
e Mortgagee: Truist Bank
e Agent: Sarah Johnson, MNO Insurance Services
Exercise:
o Complete Property and Coverage Information sections.
e Attach mortgagee details.
o |dentify compliance risks (e.g., omitting business income coverage).
Compliance Notes:
o Mortgagee must be listed.
o Coverage must meet lender requirements.
o Evidence must be provided before financing is approved.
[E7 Practical Exercises
Exercise 1: Accuracy

A client requests evidence of property insurance. Agent lists building coverage as $6M, but
policy shows $5M.
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Task: Explain compliance risks.
Answer Key: Misstating coverage limits is misrepresentation. Must match policy exactly.
Exercise 2: Mortgagee Disclosure
A client secures financing but agent omits mortgagee on ACORD 28.
Task: Explain compliance risks.
Answer Key: Failure to list mortgagee can result in uncovered losses and lender disputes.
Exercise 3: Timeliness
A client provides evidence of insurance after loan closing.
Task: Explain compliance risks.
Answer Key: Delayed submission can delay closing or breach loan agreement.
[l Knowledge Check (Self-Study Quiz)
1. Why must coverage limits on ACORD 28 match the policy?
1. To reduce premiums
2. To avoid misrepresentation
3. To satisfy agent requirements
2. What is the compliance risk of omitting mortgagee?
1. None, carriers don’t check
2. Uncovered losses and lender disputes
3. Only affects underwriting speed
3. Why must evidence of insurance be provided before loan closing?
1. To reduce premiums
1. To meet lender requirements
1. To satisfy agent requirements
] Extended Commentary

The ACORD 28 is where evidence of property insurance is documented. Agents must adopt
compliance discipline:

o Ensure accuracy of coverage information.

e List mortgagees and additional interests.
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e Provide evidence promptly.
e Protect client confidentiality.

Failure to do so can result in delayed closings, regulatory violations, and E&O exposure.
Mastery of ACORD 28 demonstrates professionalism, protects clients, and builds trust with
carriers and stakeholders.

Let’s keep building out ACORD 28 — Evidence of Commercial Property Insurance. This
installment will focus on Stakeholder Expectations, Common Errors, and practical
exercises.

£8 Stakeholder Expectations

The ACORD 28 is often requested by lenders, landlords, and contractual partners. Each
stakeholder has distinct expectations, and agents must tailor the evidence form accordingly.

1. Lenders
o Expectation: Proof of property coverage sufficient to protect collateral.
o Details Required: Building coverage limits, mortgagee listed, effective dates.
o Compliance Risk: Omitting mortgagee can result in loan funding delays.
2. Landlords
o Expectation: Proof of tenant’s property coverage for contents and business income.
¢ Details Required: Tenant listed as insured, landlord listed as additional interest.
o Compliance Risk: Omitting landlord can breach lease agreement.
3. Vendors/Contractors
o Expectation: Proof of property coverage for equipment or inventory.
o Details Required: Coverage limits for contents, effective dates.
e Compliance Risk: Misstating coverage limits can mislead vendor.
4. Clients
o Expectation: Assurance that their property is insured.
o Details Required: Accurate coverage information, agent contact details.
e Compliance Risk: Misrepresentation can damage trust.
3¢ Common Errors

Errors in ACORD 28 submissions can delay closings, breach contracts, or expose agents to
liability.
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1. Misstating Coverage Limits
e Error: Listing building coverage as $6M when policy shows $5M.
« Risk: Misrepresentation, potential regulatory action.
2. Omitting Mortgagee
o Error: Failing to list lender.
e Risk: Loan funding delays, uncovered losses.
3. Omitting Additional Interests
e Error: Failing to list landlord.
o Risk: Breach of lease agreement.
4. Incorrect Effective Dates
o Error: Listing coverage dates that do not match policy.
¢ Risk: Misrepresentation, disputes with stakeholders.
5. Incomplete Agent Information
e Error: Omitting agent contact details.
e Risk: Delayed communication, reduced professionalism.
[l Extended Case Study 1: North Georgia Office Park LLC

Scenario:
North Georgia Office Park LLC requests evidence of property insurance for a loan closing.

e Coverage: Building $5M, Contents $500K, Business Income $1M
¢ Mortgagee: Wells Fargo Bank
e Agent: Jane Smith, XYZ Insurance Services
Error: Agent lists building coverage as $6M.
Exercise:
e |dentify compliance risks.
e Correct coverage information.
Answer Key:
o Compliance risk: Misrepresentation.

e Correct coverage: Building $5M.

[l Extended Case Study 2: Peachtree Retail LLC
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Scenario:
Peachtree Retail LLC signs a lease for retail space. Landlord requires evidence of property
insurance.

e Coverage: Contents $250K, Business Income $500K
o Additional Interest: Landlord, Peachtree Properties LLC
e Agent: Robert Brown, GHI Insurance Services
Error: Agent omits landlord as additional interest.
Exercise:
e |dentify compliance risks.
o Correct evidence form.
Answer Key:
o Compliance risk: Breach of lease agreement.
o Correct evidence: List landlord as additional interest.
[l Extended Case Study 3: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC secures financing for new equipment. Lender requires
evidence of property insurance.

e Coverage: Building $10M, Contents $2M, Business Income $3M
e Mortgagee: Truist Bank
e Agent: Sarah Johnson, MNO Insurance Services
Error: Agent omits mortgagee.
Exercise:
o Identify compliance risks.
o Correct evidence form.
Answer Key:
e Compliance risk: Loan funding delay, uncovered losses.
o Correct evidence: List Truist Bank as mortgagee.
[E7 Practical Exercises

Exercise 1: Coverage Limits
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A client requests evidence of property insurance. Agent lists building coverage as $7M, but
policy shows $6M.

Task: Explain compliance risks.
Answer Key: Misstating coverage limits is misrepresentation. Must match policy exactly.
Exercise 2: Effective Dates

A client requests evidence of property insurance. Agent lists effective dates as 01/01/2025 —
01/01/2026, but policy shows 02/01/2025 — 02/01/2026.

Task: Explain compliance risks.
Answer Key: Incorrect effective dates are misrepresentation. Must match policy exactly.
Exercise 3: Agent Information
A client requests evidence of property insurance. Agent omits contact details.
Task: Explain compliance risks.
Answer Key: Omitting agent details can delay communication and reduce professionalism.
[l Knowledge Check (Self-Study Quiz)
1. Why must coverage limits on ACORD 28 match the policy?
1. To reduce premiums
2. To avoid misrepresentation
3. To satisfy agent requirements
2. What is the compliance risk of omitting mortgagee?
1. None, carriers don’t check
2. Uncovered losses and loan funding delays
3. Only affects underwriting speed
3. Why must additional interests be listed on ACORD 287?
1. To reduce premiums
1. To meet contractual requirements
1. To satisfy agent requirements
(] Extended Commentary

The ACORD 28 is where evidence of property insurance is documented, but it is also where
stakeholder expectations are tested. Agents must adopt best practices:
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o Ensure accuracy of coverage information.
e List mortgagees and additional interests.
e Provide evidence promptly.

e Protect client confidentiality.

Failure to do so can result in delayed closings, breached contracts, regulatory violations, and
E&O exposure. Mastery of ACORD 28 demonstrates professionalism, protects clients, and
builds trust with carriers and stakeholders.

Let’'s complete the ACORD 28 — Evidence of Commercial Property Insurance module with
the final installment. This section will include a Capstone Assessment walkthrough,
reflection prompts, and a concluding summary.

9B Capstone Assessment Walkthrough

The Capstone Assessment simulates a full evidence of insurance request using ACORD 28.
Learners must complete the form with provided data, attach supporting documents, and identify
compliance risks.

Scenario: Georgia Logistics Solutions LLC
e Insured: Georgia Logistics Solutions LLC
o Policy Number: PR246810
o Effective Dates: 11/01/2025 — 11/01/2026
o Property Location: 800 Freight Lane, Atlanta, GA 30318
e Coverage: Building $12M, Contents $3M, Business Income $5M
e Mortgagee: Truist Bank
o Additional Interest: Landlord, Peachtree Properties LLC
e Agent: Sarah Johnson, XYZ Insurance Services
Step 1: Insured Information
e Enter legal name, policy number, and address.
o Compliance Risk: Using trade name instead of legal entity.
Step 2: Property Information
e Enter location address and description.
o Compliance Risk: Omitting property description can cause disputes.

Step 3: Coverage Information
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e Enter policy number, effective dates, and coverage limits.
o Compliance Risk: Misstating coverage limits is misrepresentation.
Step 4: Mortgagee/Lienholder
e List Truist Bank with full address.
e Compliance Risk: Omitting mortgagee can result in uncovered losses.
Step 5: Additional Interests
o List Peachtree Properties LLC as landlord.
o Compliance Risk: Omitting landlord can breach lease agreement.
Step 6: Agent Information
e Enter Sarah Johnson’s name, address, and contact information.
o Compliance Risk: Omitting agent details can delay communication.
[l Reflection Prompts
1. Accuracy:
o Did you verify insured’s legal name and policy number?
o Did you report coverage limits accurately?
2. Compliance:
o Did you list mortgagee and additional interests?
o Did you match effective dates to policy?
3. Completeness:
o Did you fill in every section of the form?
o Did you provide agent contact information?
4. Professionalism:
e Is the form clear, consistent, and free of errors?
o Would a lender or landlord view this as a “clean submission™?
[E7 Extended Reflection Exercise
Scenario: Imagine you are submitting this ACORD 28 to three different stakeholders.
e Lender requires building coverage and mortgagee listed.

e Landlord requires contents coverage and landlord listed as additional interest.
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e Vendor requires business income coverage.
Questions:
e How might each stakeholder view the evidence form?
e How might each stakeholder respond to incomplete documentation?

e« How can you tailor your submission to meet each stakeholder’s expectations without
misrepresentation?

[l Knowledge Check (Self-Study Quiz)
1. Why must coverage limits on ACORD 28 match the policy?
1. To reduce premiums
2. To avoid misrepresentation
3. To satisfy agent requirements
2. What is the compliance risk of omitting mortgagee?
1. None, carriers don’t check
2. Uncovered losses and loan funding delays
3. Only affects underwriting speed
3. Why must additional interests be listed on ACORD 287?
1. To reduce premiums
1. To meet contractual requirements
1. To satisfy agent requirements
i concluding Summary

The ACORD 28 — Evidence of Commercial Property Insurance is the core verification
document for property coverage. It captures insured information, property details, coverage
limits, mortgagees, additional interests, and agent information.

Key Takeaways

e Accuracy matters: Legal names, policy numbers, coverage limits, and effective dates
must be precise.

o Compliance discipline: Mortgagees and additional interests must be listed.

o Documentation required: Evidence must be provided before loan closings or lease
commencements.
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o Professionalism builds trust: Clean, complete submissions strengthen agent-carrier
relationships and reassure stakeholders.

o Stakeholder focus: Tailor evidence to lender, landlord, and vendor requirements.

Final Thought

Mastery of ACORD 28 is not just about filling out a form—it is about protecting client
interests, meeting stakeholder expectations, and demonstrating professional integrity.
Agents who excel at ACORD 28 show the highest standards of compliance, efficiency, and client
advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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Let’s begin expanding ACORD 131 — Umbrella/Excess Section into its own full instructional
module. Just like with the other ACORD forms we’ve built, I'll deliver this in structured
installments so you can review the flow and depth as we go.

F] ACORD 131 — Umbrella/Excess Section

%> Introduction

The ACORD 131, or Umbrella/Excess Section, is the standardized form used to capture
exposures and coverage details for umbrella and excess liability policies. Unlike primary liability
forms (ACORD 125, 126, 140, 137), the 131 focuses on higher-layer protection—coverage
that sits above underlying policies to provide additional limits and broader protection.

Umbrella and excess liability policies are critical for businesses with significant exposure to
catastrophic claims. They protect against large judgments, extend coverage across multiple
lines, and satisfy contractual requirements. Because these policies depend on accurate
underlying coverage information, the ACORD 131 is one of the most detail-sensitive forms in the
commercial insurance suite.

Why ACORD 131 Matters
o Catastrophic Protection: Provides higher limits for liability claims.

e Underlying Policy Verification: Ensures umbrella/excess coverage aligns with primary
policies.

o Contractual Compliance: Many contracts require umbrella/excess coverage.
o Professionalism: A clean, complete ACORD 131 reassures carriers and clients.
Common Misconceptions

e “Umbrella and excess are the same.” In reality, umbrella policies may broaden coverage,
while excess policies strictly follow underlying terms.

e “Any limits can be listed.” Carriers require accurate underlying limits to determine
attachment points.

e “Umbrella/excess coverage is optional.” Many contracts and risk profiles make it
essential.

This module will walk you through ACORD 131 section by section, highlight compliance pitfalls,
and provide case studies and exercises to reinforce learning.

9B Section-by-Section Walkthrough
1. Insured Information
¢ Name, Address, Policy Number: Must match underlying policies.

o Compliance Risk: Misidentifying insured can invalidate umbrella/excess coverage.
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2. Underlying Policies

e General Liability: Policy number, carrier, limits.

e Auto Liability: Policy number, carrier, limits.

o Employers Liability/Workers’ Compensation: Policy number, carrier, limits.

o Other Policies: Professional liability, marine, aviation.

o Compliance Risk: Omitting underlying policies can leave gaps in coverage.
3. Umbrella/Excess Coverage

e Policy Number: Must be listed.

o Effective Dates: Must match carrier records.

e Limits: $1M, $5M, $10M, or higher.

o Attachment Point: Where umbrella/excess coverage begins.

o Compliance Risk: Misstating limits or attachment points can mislead carriers.
4. Contractual Requirements

e Requirement: Many contracts require umbrella/excess coverage.

o Compliance Risk: Failure to list contractual requirements can breach agreements.
5. Agent Information

e Name, Address, Contact Information: Must be complete.

e Compliance Risk: Omitting agent details can delay communication.
[l Case Study (Preview)
Georgia Manufacturing Solutions LLC requests umbrella coverage.

e Insured: Georgia Manufacturing Solutions LLC

e Underlying Policies: GL $1M, Auto $1M, Employers Liability $500K

e Umbrella Coverage: $5M limit, attachment point $1M

e Agent: Sarah Johnson, XYZ Insurance Services
Exercise:

o Complete Underlying Policies and Umbrella Coverage sections.

o Identify compliance risks (e.g., misstating underlying limits).

Let’s continue expanding ACORD 131 — Umbrella/Excess Section. This installment will focus
on Compliance & Regulatory Considerations and extended case studies, giving learners
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practical, scenario-based insight into how umbrella and excess liability coverage is documented
and reviewed.

fal Compliance & Regulatory Considerations

Umbrella and excess liability policies are subject to strict compliance requirements because
they provide catastrophic protection above primary policies. The ACORD 131 ensures carriers
receive accurate information about underlying coverage, attachment points, and contractual
obligations.

1. Accuracy of Underlying Policy Information
¢ Requirement: Underlying policy numbers, carriers, and limits must be listed correctly.
o Compliance Risk: Misstating underlying limits can invalidate umbrella/excess coverage.

o Georgia DOI Note: Providing inaccurate underlying coverage information may result in
disciplinary action.

2. Attachment Points

o Requirement: Umbrella/excess coverage begins at specified limits.

e Compliance Risk: Misstating attachment points can mislead carriers and clients.
3. Contractual Requirements

e Requirement: Many contracts require umbrella/excess coverage.

o Compliance Risk: Failure to list contractual requirements can breach agreements.
4. Timeliness

e Requirement: Umbrella/excess coverage must be documented before contracts are
signed.

o Compliance Risk: Delayed submission can breach contractual obligations.
5. Confidentiality

o Requirement: Only relevant coverage information should be disclosed.

e Compliance Risk: Over-disclosure can violate client confidentiality.
[l Extended Case Study 1: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC requests umbrella coverage.

e Underlying Policies: GL $1M, Auto $1M, Employers Liability $500K
e Umbrella Coverage: $5M limit, attachment point $1M

e Agent: Sarah Johnson, XYZ Insurance Services
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Exercise:

Complete Underlying Policies and Umbrella Coverage sections.

Identify compliance risks (e.g., misstating underlying limits).

Compliance Notes:

Underlying limits must match policies.

Attachment point must be listed accurately.

Evidence must be provided before contracts are signed.

[l Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC signs a lease requiring umbrella coverage.

Underlying Policies: GL $1M, Auto $1M
Umbrella Coverage: $2M limit, attachment point $1M
Contractual Requirement: Lease requires $2M umbrella coverage

Agent: Robert Brown, GHI Insurance Services

Exercise:

Complete Contractual Requirements section.

Identify compliance risks (e.g., omitting lease requirement).

Compliance Notes:

Contractual requirement must be listed.
Coverage must meet lease requirement.

Evidence must be provided before lease commencement.

[l Extended Case Study 3: Southern Builders LLC

Scenario:
Southern Builders LLC secures financing requiring umbrella coverage.

Underlying Policies: GL $1M, Auto $1M, Employers Liability $1M
Umbrella Coverage: $10M limit, attachment point $1M
Contractual Requirement: Financing requires $10M umbrella coverage

Agent: Jane Smith, MNO Insurance Services

Exercise:
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o Complete Umbrella Coverage and Contractual Requirements sections.
o Identify compliance risks (e.g., misstating umbrella limit).
Compliance Notes:
e Umbrella limit must match contractual requirement.
e Attachment point must be listed accurately.
o Evidence must be provided before financing is approved.
[E7 Practical Exercises
Exercise 1: Accuracy

A client requests umbrella coverage. Agent lists underlying GL limit as $2M, but policy shows
$1M.

Task: Explain compliance risks.

Answer Key: Misstating underlying limits can invalidate umbrella coverage. Must match policy
exactly.

Exercise 2: Attachment Points

A client requests umbrella coverage. Agent lists attachment point as $2M, but policy shows
$1M.

Task: Explain compliance risks.

Answer Key: Misstating attachment point can mislead carriers and clients. Must match policy
exactly.

Exercise 3: Contractual Requirements
A client signs a lease requiring $5M umbrella coverage. Agent lists $2M.
Task: Explain compliance risks.
Answer Key: Coverage does not meet contractual requirement. Breach of lease agreement.
[l Knowledge Check (Self-Study Quiz)
1. Why must underlying limits on ACORD 131 match the policy?
1. To reduce premiums
2. To avoid invalidating umbrella coverage
3. To satisfy agent requirements
2. What is the compliance risk of misstating attachment points?

1. None, carriers don’t check
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2. Misleading carriers and clients
3. Only affects underwriting speed
3. Why must contractual requirements be listed on ACORD 1317
1. To reduce premiums
1. To meet contractual obligations
1. To satisfy agent requirements
] Extended Commentary

The ACORD 131 is where umbrella/excess coverage is documented, but it is also where
compliance discipline is tested. Agents must adopt best practices:

e Ensure accuracy of underlying policy information.
o List attachment points correctly.

e Document contractual requirements.

e Provide evidence promptly.

e Protect client confidentiality.

Failure to do so can result in invalid coverage, breached contracts, regulatory violations, and
E&O exposure. Mastery of ACORD 131 demonstrates professionalism, protects clients, and
builds trust with carriers and stakeholders.

Let’s keep building out ACORD 131 — Umbrella/Excess Section. This installment will focus on
Stakeholder Expectations, Common Errors, and practical exercises.

£8 Stakeholder Expectations

Umbrella and excess liability coverage is often requested by lenders, landlords, and
contractual partners. Each stakeholder has distinct expectations, and agents must tailor the
ACORD 131 submission accordingly.

1. Lenders
o Expectation: Proof of umbrella/excess coverage sufficient to protect collateral.
o Details Required: Policy number, effective dates, limits, attachment points.
e Compliance Risk: Omitting lender requirements can delay financing.
2. Landlords
o Expectation: Proof of tenant’'s umbrella/excess coverage for liability exposures.

o Details Required: Tenant listed as insured, landlord listed as additional interest.
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o Compliance Risk: Omitting landlord can breach lease agreement.
3. Vendors/Contractors
o Expectation: Proof of umbrella/excess coverage for contractual obligations.
o Details Required: Coverage limits meeting contract requirements.
o Compliance Risk: Misstating coverage limits can mislead vendor.
4. Clients
o Expectation: Assurance that catastrophic liability exposures are covered.
o Details Required: Accurate coverage information, agent contact details.

o Compliance Risk: Misrepresentation can damage trust.
3¢ Common Errors

Errors in ACORD 131 submissions can invalidate coverage, breach contracts, or expose agents
to liability.

1. Misstating Underlying Limits
e Error: Listing GL limit as $2M when policy shows $1M.
¢ Risk: Umbrella coverage may not attach properly.
2. Omitting Underlying Policies
o Error: Failing to list auto liability.
e Risk: Coverage gaps.
3. Misstating Attachment Points
e Error: Listing attachment point as $2M when policy shows $1M.
e Risk: Misrepresentation, invalid coverage.
4. Omitting Contractual Requirements
e Error: Failing to list lease requirement for $5M umbrella coverage.
e Risk: Breach of lease agreement.
5. Incomplete Agent Information
e Error: Omitting agent contact details.

e Risk: Delayed communication, reduced professionalism.

[l Extended Case Study 1: Georgia Manufacturing Solutions LLC
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Scenario:
Georgia Manufacturing Solutions LLC requests umbrella coverage.

e Underlying Policies: GL $1M, Auto $1M, Employers Liability $500K
e Umbrella Coverage: $5M limit, attachment point $1M
e Agent: Sarah Johnson, XYZ Insurance Services
Error: Agent lists GL limit as $2M.
Exercise:
e |dentify compliance risks.
e Correct underlying policy information.
Answer Key:
e Compliance risk: Umbrella coverage may not attach properly.
e Correct GL limit: $1M.
[l Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC signs a lease requiring umbrella coverage.

e Underlying Policies: GL $1M, Auto $1M
e Umbrella Coverage: $2M limit, attachment point $1M
e Contractual Requirement: Lease requires $5M umbrella coverage
e Agent: Robert Brown, GHI Insurance Services
Error: Agent lists $2M umbrella coverage.
Exercise:
o Identify compliance risks.
e Correct umbrella coverage information.
Answer Key:

o Compliance risk: Coverage does not meet lease requirement. Breach of lease
agreement.

e Correct umbrella coverage: $5M.
[l Extended Case Study 3: Southern Builders LLC

Scenario:
Southern Builders LLC secures financing requiring umbrella coverage.
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e Underlying Policies: GL $1M, Auto $1M, Employers Liability $1M
e Umbrella Coverage: $10M limit, attachment point $1M
e Contractual Requirement: Financing requires $10M umbrella coverage
e Agent: Jane Smith, MNO Insurance Services
Error: Agent omits auto liability.
Exercise:
o Identify compliance risks.
e Correct underlying policy information.
Answer Key:
e Compliance risk: Coverage gap.
e Correct underlying policies: GL $1M, Auto $1M, Employers Liability $1M.
[E7 Practical Exercises
Exercise 1: Underlying Limits
A client requests umbrella coverage. Agent lists GL limit as $3M, but policy shows $1M.
Task: Explain compliance risks.

Answer Key: Misstating underlying limits can invalidate umbrella coverage. Must match policy
exactly.

Exercise 2: Attachment Points

A client requests umbrella coverage. Agent lists attachment point as $2M, but policy shows
$1M.

Task: Explain compliance risks.

Answer Key: Misstating attachment point can mislead carriers and clients. Must match policy
exactly.

Exercise 3: Contractual Requirements

A client signs a contract requiring $10M umbrella coverage. Agent lists $5M.

Task: Explain compliance risks.

Answer Key: Coverage does not meet contractual requirement. Breach of contract.
[l Knowledge Check (Self-Study Quiz)

1. Why must underlying limits on ACORD 131 match the policy?
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1.
1.

1. To reduce premiums
2. To avoid invalidating umbrella coverage
3. To satisfy agent requirements
What is the compliance risk of omitting underlying policies?
1. None, carriers don’t check
2. Coverage gaps
3. Only affects underwriting speed
Why must contractual requirements be listed on ACORD 1317
To reduce premiums
To meet contractual obligations

To satisfy agent requirements

(] Extended Commentary

The ACORD 131 is where umbrella/excess coverage is documented, but it is also where
stakeholder expectations are tested. Agents must adopt best practices:

Failure to do so can result in invalid coverage, breached contracts, regulatory violations, and
E&O exposure. Mastery of ACORD 131 demonstrates professionalism, protects clients, and

Ensure accuracy of underlying policy information.
List attachment points correctly.

Document contractual requirements.

Provide evidence promptly.

Protect client confidentiality.

builds trust with carriers and stakeholders.

Let's complete the ACORD 131 — Umbrella/Excess Section module with the final installment.
This section will include a Capstone Assessment walkthrough, reflection prompts, and a

concluding summary.

9B Capstone Assessment Walkthrough

The Capstone Assessment simulates a full umbrella/excess liability submission using ACORD
131. Learners must complete the form with provided data, attach supporting documents, and

identify compliance risks.

Scenario: Georgia Logistics Solutions LLC
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e Insured: Georgia Logistics Solutions LLC
e FEIN: 58-2468135
e Address: 800 Freight Lane, Atlanta, GA 30318
e Underlying Policies:
o General Liability: $1M per occurrence / $2M aggregate
o Auto Liability: $1M combined single limit
o Employers Liability: $500K each accident
e Umbrella Coverage Requested: $10M limit, attachment point $1M
e Contractual Requirement: VVendor contract requires $10M umbrella coverage
e Agent: Sarah Johnson, XYZ Insurance Services
Step 1: Insured Information
e Enter legal name, FEIN, and address.
o Compliance Risk: Using trade name instead of legal entity.
Step 2: Underlying Policies
o List GL, Auto, and Employers Liability with policy numbers, carriers, and limits.
o Compliance Risk: Omitting Employers Liability creates coverage gaps.
Step 3: Umbrella Coverage
e Enter $10M limit, attachment point $1M, effective dates.
o Compliance Risk: Misstating limit or attachment point can mislead carriers.
Step 4: Contractual Requirements
e Document vendor contract requirement for $10M umbrella coverage.
o Compliance Risk: Omitting requirement can breach contract.
Step 5: Agent Information
e Enter Sarah Johnson’s name, address, and contact information.
e Compliance Risk: Omitting agent details can delay communication.
[l Reflection Prompts
1. Accuracy:

o Did you verify underlying policy limits?
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o Did you report umbrella limit and attachment point correctly?
Compliance:

o Did you document contractual requirement?

o Did you list all underlying policies?
Completeness:

o Did you fill in every section of the form?

o Did you provide agent contact information?
Professionalism:
Is the form clear, consistent, and free of errors?

Would a carrier view this as a “clean submission”?

[E7 Extended Reflection Exercise

Scenario: Imagine you are submitting this ACORD 131 to three different stakeholders.

Carrier A is conservative and risk-averse.
Carrier B is aggressive and seeks growth.

Carrier C is mid-market and values complete documentation.

Questions:

How might each carrier view the $10M umbrella request?

How might each carrier respond to incomplete documentation?

How can you tailor your submission to meet each carrier’s expectations without

misrepresentation?

[l Knowledge Check (Self-Study Quiz)

1.

Why must underlying limits on ACORD 131 match the policy?
1. To reduce premiums
2. To avoid invalidating umbrella coverage

3. To satisfy agent requirements

2. What is the compliance risk of misstating attachment points?

1. None, carriers don’t check

2. Misleading carriers and clients

Page 335 of 470



3. Only affects underwriting speed
3. Why must contractual requirements be listed on ACORD 1317
1. To reduce premiums
1. To meet contractual obligations
1. To satisfy agent requirements
] concluding Summary

The ACORD 131 — Umbrella/Excess Section is the core documentation tool for catastrophic
liability protection. It captures insured information, underlying policies, umbrella/excess
coverage, contractual requirements, and agent information.

Key Takeaways

e Accuracy matters: Underlying limits, umbrella limits, and attachment points must be
precise.

o Compliance discipline: Contractual requirements must be documented.
¢ Documentation required: All underlying policies must be listed.

o Professionalism builds trust: Clean, complete submissions strengthen agent-carrier
relationships and reassure clients.

o Stakeholder focus: Tailor evidence to carrier, lender, landlord, and vendor
requirements.

Final Thought

Mastery of ACORD 131 is not just about filling out a form—it is about protecting clients from
catastrophic liability, meeting contractual obligations, and demonstrating professional
integrity. Agents who excel at ACORD 131 show the highest standards of compliance,
efficiency, and client advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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Let’'s begin expanding ACORD 25 — Certificate of Liability Insurance into its own full
instructional module. Just like with the other ACORD forms we’ve built, I'll deliver this in
structured installments so you can review the flow and depth as we go.

F] ACORD 25 - Certificate of Liability Insurance

%> Introduction

The ACORD 25, or Certificate of Liability Insurance, is one of the most widely used forms in
commercial insurance. Unlike ACORD 28 (Evidence of Property Insurance) or ACORD 131
(Umbrella/Excess Section), the 25 is a third-party communication tool. It provides proof of
liability coverage to outside stakeholders—Ilandlords, lenders, vendors, contractors, and
government agencies—without altering or extending the policy itself.

Because certificates are often tied to contracts, leases, and compliance requirements, accuracy
and clarity are critical. A properly completed ACORD 25 reassures stakeholders, protects
clients, and prevents disputes.

Why ACORD 25 Matters
o Contractual Compliance: Many contracts require proof of liability insurance.
o Stakeholder Assurance: Provides evidence that coverage is in force.
o Professionalism: A clean, complete certificate reflects agent competence.

o Risk Management: Ensures stakeholders understand coverage limits and effective
dates.

Common Misconceptions

o “Certificates change coverage.” In reality, certificates are informational only—they do not
amend or extend coverage.

e “Any coverage can be listed.” Only coverage actually provided by the policy should be
documented.

o “Certificates are optional.” They are often legally required by contracts and government
agencies.

This module will walk you through ACORD 25 section by section, highlight compliance pitfalls,
and provide case studies and exercises to reinforce learning.

9B Section-by-Section Walkthrough
1. Insured Information
e Name, Address: Must match policy records.
o Compliance Risk: Using trade names instead of legal names can invalidate certificate.

2. Producer Information
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o Agent/Broker Name, Address, Contact Information: Must be complete.
e Compliance Risk: Omitting producer details can delay communication.
3. Insurer Information
o Carrier Names and NAIC Numbers: Must be listed.
o Compliance Risk: Misidentifying carriers can mislead stakeholders.
4. Coverage Information
o General Liability: Policy number, effective dates, limits.
o Auto Liability: Policy number, effective dates, limits.
o« Umbrella/Excess Liability: Policy number, effective dates, limits.
o Workers’ Compensation/Employers Liability: Policy number, effective dates, limits.
o Compliance Risk: Misstating coverage limits is misrepresentation.
5. Certificate Holder
« Name and Address: Must be listed.
o Compliance Risk: Omitting certificate holder can breach contract.
6. Description of Operations
o Requirement: Contracts often require specific wording.
e« Compliance Risk: Omitting required wording can breach contract.
7. Cancellation Clause
e Requirement: Carriers may require specific wording.
o Compliance Risk: Misstating cancellation terms can mislead stakeholders.
8. Authorized Representative
e Signature: Required.
o Compliance Risk: Unsigned certificates are invalid.
[l Case Study (Preview)
Peachtree Retail LLC signs a lease requiring proof of liability insurance.
e Insured: Peachtree Retail LLC
e Producer: Robert Brown, GHI Insurance Services

e Insurer: Travelers Insurance Company
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e Coverage: GL $1M per occurrence / $2M aggregate, Auto $1M CSL

o Certificate Holder: Peachtree Properties LLC

o Description of Operations: “Tenant liability coverage per lease agreement.”
Exercise:

e Complete Coverage Information and Certificate Holder sections.

o Attach Description of Operations wording.

o Identify compliance risks (e.g., misstating coverage limits).

Let’s continue expanding ACORD 25 - Certificate of Liability Insurance. This installment will
focus on Compliance & Regulatory Considerations and extended case studies, giving
learners practical, scenario-based insight into how certificates are documented and reviewed.

fal Compliance & Regulatory Considerations

Certificates of insurance are among the most scrutinized documents in the industry.
Regulators, carriers, and courts all emphasize that certificates are informational only—they do
not amend, extend, or alter coverage. Agents must apply compliance discipline to avoid errors,
disputes, or liability.

1. Accuracy of Coverage Information

e Requirement: Policy numbers, effective dates, and coverage limits must match the
actual policy.

o Compliance Risk: Misstating coverage limits is misrepresentation.
e Georgia DOI Note: Providing inaccurate certificates may result in disciplinary action.
2. Certificate Holder Disclosure
e Requirement: Certificate holders must be listed to satisfy contractual obligations.
o Compliance Risk: Omitting certificate holder can breach contract.
3. Description of Operations
o Requirement: Contracts often require specific wording.
e Compliance Risk: Omitting required wording can breach contract.
4. Cancellation Clause
e Requirement: Carriers may require specific wording.
o Compliance Risk: Misstating cancellation terms can mislead stakeholders.
5. Confidentiality
e Requirement: Only relevant coverage information should be disclosed.
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o Compliance Risk: Over-disclosure can violate client confidentiality.
[l Extended Case Study 1: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC signs a lease requiring proof of liability insurance.

e Insured: Peachtree Retail LLC

e Producer: Robert Brown, GHI Insurance Services

e Insurer: Travelers Insurance Company

e Coverage: GL $1M per occurrence / $2M aggregate, Auto $1M CSL

o Certificate Holder: Peachtree Properties LLC

o Description of Operations: “Tenant liability coverage per lease agreement.”
Exercise:

o Complete Coverage Information and Certificate Holder sections.

o Attach Description of Operations wording.

o Identify compliance risks (e.g., misstating coverage limits).
Compliance Notes:

e Coverage limits must match policy.

o Certificate holder must be listed.

e Description of Operations wording must match lease requirement.
[l Extended Case Study 2: Southern Builders LLC

Scenario:
Southern Builders LLC secures financing requiring proof of liability insurance.

e Insured: Southern Builders LLC

e Producer: Jane Smith, MNO Insurance Services

e Insurer: Liberty Mutual Insurance Company

e Coverage: GL $2M per occurrence / $4M aggregate, Umbrella $10M limit

o Certificate Holder: Truist Bank

o Description of Operations: “Evidence of liability coverage per loan agreement.

Exercise:

e Complete Coverage Information and Certificate Holder sections.
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o Attach Description of Operations wording.

o Identify compliance risks (e.g., omitting umbrella coverage).
Compliance Notes:

e Umbrella coverage must be listed.

o Certificate holder must be listed.

o Description of Operations wording must match loan agreement.
[l Extended Case Study 3: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC contracts with a vendor requiring proof of liability
insurance.

e Insured: Georgia Manufacturing Solutions LLC
e Producer: Sarah Johnson, XYZ Insurance Services
e Insurer: The Hartford Insurance Company

e Coverage: GL $1M per occurrence / $2M aggregate, Auto $1M CSL, WC/EL $500K each
accident

o Certificate Holder: Vendor, North Georgia Supply Co.
o Description of Operations: “Evidence of liability coverage per vendor contract.”
Exercise:
e Complete Coverage Information and Certificate Holder sections.
o Attach Description of Operations wording.
o Identify compliance risks (e.g., omitting WC/EL coverage).
Compliance Notes:
e WC/EL coverage must be listed.
o Certificate holder must be listed.
e Description of Operations wording must match vendor contract.
[E7 Practical Exercises
Exercise 1: Accuracy
A client requests certificate of insurance. Agent lists GL limit as $2M, but policy shows $1M.

Task: Explain compliance risks.
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Answer Key: Misstating coverage limits is misrepresentation. Must match policy exactly.
Exercise 2: Certificate Holder Disclosure

A client signs a lease requiring certificate of insurance. Agent omits landlord as certificate
holder.

Task: Explain compliance risks.
Answer Key: Omitting certificate holder can breach lease agreement.
Exercise 3: Description of Operations

A client signs a contract requiring specific wording in Description of Operations. Agent omits
wording.

Task: Explain compliance risks.
Answer Key: Omitting required wording can breach contract.
[l Knowledge Check (Self-Study Quiz)
1. Why must coverage limits on ACORD 25 match the policy?
1. To reduce premiums
2. To avoid misrepresentation
3. To satisfy agent requirements
2. What is the compliance risk of omitting certificate holder?
1. None, carriers don’t check
2. Breach of contract
3. Only affects underwriting speed
3. Why must Description of Operations wording match contract requirements?
1. To reduce premiums
1. To meet contractual obligations
1. To satisfy agent requirements
] Extended Commentary

The ACORD 25 is where liability coverage is documented for third parties, but it is also where
compliance discipline is tested. Agents must adopt best practices:

o Ensure accuracy of coverage information.

o List certificate holders correctly.
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e Provide required Description of Operations wording.
e Protect client confidentiality.

Failure to do so can result in breached contracts, regulatory violations, and E&O exposure.
Mastery of ACORD 25 demonstrates professionalism, protects clients, and builds trust with
carriers and stakeholders.

Let’s keep building out ACORD 25 — Certificate of Liability Insurance. This installment will
focus on Stakeholder Expectations, Common Errors, and practical exercises.

£8 Stakeholder Expectations

Certificates of insurance are requested by a wide range of stakeholders. Each has distinct
expectations, and agents must tailor the ACORD 25 submission accordingly.

1. Lenders
o Expectation: Proof of liability coverage sufficient to protect collateral.
o Details Required: Policy numbers, effective dates, limits, cancellation clause.
e Compliance Risk: Omitting lender requirements can delay financing.
2. Landlords
o Expectation: Proof of tenant’s liability coverage for premises exposures.

o Details Required: Tenant listed as insured, landlord listed as certificate holder, required
wording in Description of Operations.

o Compliance Risk: Omitting landlord can breach lease agreement.
3. Vendors/Contractors
o Expectation: Proof of liability coverage for contractual obligations.

o Details Required: Coverage limits meeting contract requirements, specific wording in
Description of Operations.

e Compliance Risk: Misstating coverage limits can mislead vendor.
4. Government Agencies
o Expectation: Proof of liability coverage for permits or licenses.
o Details Required: Accurate coverage information, cancellation clause wording.
o Compliance Risk: Misrepresentation can result in regulatory action.
5. Clients
e Expectation: Assurance that liability exposures are covered.
o Details Required: Accurate coverage information, agent contact details.
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o Compliance Risk: Misrepresentation can damage trust.
¢ Common Errors

Errors in ACORD 25 submissions can breach contracts, mislead stakeholders, or expose agents
to liability.

1. Misstating Coverage Limits
e Error: Listing GL limit as $2M when policy shows $1M.
¢ Risk: Misrepresentation, potential regulatory action.
2. Omitting Certificate Holder
e Error: Failing to list landlord.
o Risk: Breach of lease agreement.
3. Omitting Description of Operations
o Error: Failing to include required wording.
* Risk: Breach of contract.
4. Misstating Cancellation Clause
e Error: Listing cancellation terms not approved by carrier.
¢ Risk: Misrepresentation, disputes with stakeholders.
5. Incomplete Agent Information
o Error: Omitting agent contact details.
e Risk: Delayed communication, reduced professionalism.
[l Extended Case Study 1: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC signs a lease requiring proof of liability insurance.

e Coverage: GL $1M per occurrence / $2M aggregate, Auto $1M CSL

o Certificate Holder: Peachtree Properties LLC

o Description of Operations: “Tenant liability coverage per lease agreement.”
e Agent: Robert Brown, GHI Insurance Services

Error: Agent omits landlord as certificate holder.

Exercise:

e |dentify compliance risks.
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o Correct certificate holder information.
Answer Key:
o Compliance risk: Breach of lease agreement.

o Correct certificate holder: Peachtree Properties LLC.
[l Extended Case Study 2: Southern Builders LLC

Scenario:
Southern Builders LLC secures financing requiring proof of liability insurance.

e Coverage: GL $2M per occurrence / $4M aggregate, Umbrella $10M limit
o Certificate Holder: Truist Bank
e Description of Operations: “Evidence of liability coverage per loan agreement.”
e Agent: Jane Smith, MNO Insurance Services
Error: Agent omits umbrella coverage.
Exercise:
e |dentify compliance risks.
e Correct coverage information.
Answer Key:
e Compliance risk: Breach of loan agreement.
e Correct coverage: GL $2M per occurrence / $4M aggregate, Umbrella $10M limit.
[l Extended Case Study 3: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC contracts with a vendor requiring proof of liability
insurance.

e Coverage: GL $1M per occurrence / $2M aggregate, Auto $1M CSL, WC/EL $500K each

accident
o Certificate Holder: Vendor, North Georgia Supply Co.
o Description of Operations: “Evidence of liability coverage per vendor contract.”
e Agent: Sarah Johnson, XYZ Insurance Services
Error: Agent omits WC/EL coverage.
Exercise:

o Identify compliance risks.
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e Correct coverage information.
Answer Key:
e Compliance risk: Breach of vendor contract.

e Correct coverage: GL $1M per occurrence / $2M aggregate, Auto $1M CSL, WC/EL
$500K each accident.

[E7 Practical Exercises

Exercise 1: Coverage Limits

A client requests certificate of insurance. Agent lists GL limit as $3M, but policy shows $1M.
Task: Explain compliance risks.

Answer Key: Misstating coverage limits is misrepresentation. Must match policy exactly.
Exercise 2: Certificate Holder Disclosure

A client signs a lease requiring certificate of insurance. Agent omits landlord as certificate
holder.

Task: Explain compliance risks.
Answer Key: Omitting certificate holder can breach lease agreement.
Exercise 3: Description of Operations

A client signs a contract requiring specific wording in Description of Operations. Agent omits
wording.

Task: Explain compliance risks.
Answer Key: Omitting required wording can breach contract.
[l Knowledge Check (Self-Study Quiz)
1. Why must coverage limits on ACORD 25 match the policy?
1. To reduce premiums
2. To avoid misrepresentation
3. To satisfy agent requirements
2. What is the compliance risk of omitting certificate holder?
1. None, carriers don’t check
2. Breach of contract

3. Only affects underwriting speed
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3. Why must Description of Operations wording match contract requirements?
1. To reduce premiums

1. To meet contractual obligations

1. To satisfy agent requirements

] Extended Commentary

The ACORD 25 is where liability coverage is documented for third parties, but it is also where
stakeholder expectations are tested. Agents must adopt best practices:

o Ensure accuracy of coverage information.

o List certificate holders correctly.

e Provide required Description of Operations wording.
e Protect client confidentiality.

Failure to do so can result in breached contracts, regulatory violations, and E&O exposure.
Mastery of ACORD 25 demonstrates professionalism, protects clients, and builds trust with
carriers and stakeholders.

Let’'s wrap up ACORD 25 — Certificate of Liability Insurance with the final installment. This
section will include a Capstone Assessment walkthrough, reflection prompts, and a
concluding summary.

9B Capstone Assessment Walkthrough

The Capstone Assessment simulates a full certificate request using ACORD 25. Learners must
complete the form with provided data, attach required wording, and identify compliance risks.

Scenario: Georgia Logistics Solutions LLC
e Insured: Georgia Logistics Solutions LLC
e Producer: Sarah Johnson, XYZ Insurance Services
e Insurer: The Hartford Insurance Company
e Coverage:
o General Liability: $1M per occurrence / $2M aggregate
o Auto Liability: $1M combined single limit
o Umbrella Liability: $5M limit
o Workers’ Compensation/Employers Liability: $500K each accident
o Certificate Holder: Truist Bank
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o Description of Operations: “Evidence of liability coverage per loan agreement.”
e Cancellation Clause: Standard carrier wording
Step 1: Insured Information
o Enter legal name and address.
o Compliance Risk: Using trade name instead of legal entity.
Step 2: Producer Information
e Enter Sarah Johnson’s name, address, and contact information.
o Compliance Risk: Omitting producer details can delay communication.
Step 3: Insurer Information
e List The Hartford Insurance Company with NAIC number.
o Compliance Risk: Misidentifying carrier can mislead stakeholders.
Step 4: Coverage Information
o Enter GL, Auto, Umbrella, WC/EL policy numbers, effective dates, and limits.
o Compliance Risk: Misstating coverage limits is misrepresentation.
Step 5: Certificate Holder
e List Truist Bank with full address.
o Compliance Risk: Omitting certificate holder can breach loan agreement.
Step 6: Description of Operations
o Enter “Evidence of liability coverage per loan agreement.”
e Compliance Risk: Omitting required wording can breach contract.
Step 7: Cancellation Clause
e Use standard carrier wording.
o Compliance Risk: Misstating cancellation terms can mislead stakeholders.
Step 8: Authorized Representative
o Sign certificate.
o Compliance Risk: Unsigned certificates are invalid.
[l Reflection Prompts

1. Accuracy:
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o Did you verify coverage limits against policy?

o Did you list insurer correctly?
Compliance:

o Did you include certificate holder?

o Did you match Description of Operations wording to contract?
Completeness:

o Did you fill in every section of the form?

o Did you provide producer contact information?
Professionalism:
Is the certificate clear, consistent, and free of errors?

Would a lender or landlord view this as a “clean submission”?

[-7 Extended Reflection Exercise

Scenario: Imagine you are issuing this certificate to three different stakeholders.

Lender requires umbrella coverage listed.
Landlord requires specific lease wording in Description of Operations.

Vendor requires WC/EL coverage listed.

Questions:

How might each stakeholder view the certificate?

How might each stakeholder respond to incomplete documentation?

How can you tailor your submission to meet each stakeholder’s expectations without

misrepresentation?

[l Knowledge Check (Self-Study Quiz)

1.

Why must coverage limits on ACORD 25 match the policy?
1. To reduce premiums
2. To avoid misrepresentation

3. To satisfy agent requirements

2. What is the compliance risk of omitting certificate holder?

1. None, carriers don’t check
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2. Breach of contract
3. Only affects underwriting speed
3. Why must Description of Operations wording match contract requirements?
1. To reduce premiums
2. To meet contractual obligations
3. To satisfy agent requirements
4. Why must cancellation clause wording be accurate?
1. To reduce premiums
1. To avoid misleading stakeholders
1. To satisfy agent requirements
] concluding Summary

The ACORD 25 — Certificate of Liability Insurance is the core verification document for liability
coverage. It captures insured, producer, insurer, coverage, certificate holder, Description of
Operations, cancellation clause, and authorized representative.

Key Takeaways

o Accuracy matters: Coverage limits, policy numbers, and effective dates must be
precise.

e Compliance discipline: Certificate holders and Description of Operations wording must
match contractual requirements.

o« Documentation required: Certificates must be signed and use approved cancellation
wording.

o Professionalism builds trust: Clean, complete submissions strengthen agent-carrier
relationships and reassure stakeholders.

o Stakeholder focus: Tailor certificates to lender, landlord, vendor, and government
agency requirements.

Final Thought

Mastery of ACORD 25 is not just about filling out a form—it is about meeting contractual
obligations, protecting client interests, and demonstrating professional integrity. Agents
who excel at ACORD 25 show the highest standards of compliance, efficiency, and client
advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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Let’s begin expanding ACORD 127 — Business Auto Section into its own full instructional
module. Just like with the other ACORD forms we’ve built, I'll deliver this in structured
installments so you can review the flow and depth as we go.

F] ACORD 127 — Business Auto Section

%> Introduction

The ACORD 127, or Business Auto Section, is the standardized form used to capture exposures
and coverage details for commercial auto policies. Unlike ACORD 125 (Applicant Information) or
ACORD 126 (General Liability Section), the 127 focuses specifically on auto exposures—

owned, hired, and non-owned vehicles, driver information, radius of operations, and vehicle use.

Commercial auto insurance is essential for businesses that own, lease, or use vehicles in their
operations. It protects against liability for bodily injury and property damage arising from vehicle
use, as well as physical damage to owned autos. Because auto exposures vary widely across
industries, the ACORD 127 is one of the most detail-sensitive forms in the commercial
insurance suite.

Why ACORD 127 Matters
o Risk Identification: Provides carriers with detailed information about auto exposures.
 Underwriting Accuracy: Ensures carriers can price coverage appropriately.
e Contractual Compliance: Many contracts require specific auto liability limits.
o Professionalism: A clean, complete ACORD 127 reassures carriers and clients.
Common Misconceptions

e “Business auto is just like personal auto.” In reality, commercial auto exposures are
broader and more complex.

e “Only owned autos matter.” Hired and non-owned autos create significant liability
exposures.

e “Any limits can be listed.” Carriers require accurate exposure information to determine
appropriate limits.

This module will walk you through ACORD 127 section by section, highlight compliance pitfalls,
and provide case studies and exercises to reinforce learning.

9B Section-by-Section Walkthrough
1. Insured Information
o Name, Address, Policy Number: Must match ACORD 125.
o Compliance Risk: Misidentifying insured can invalidate coverage.

2. Vehicle Schedule
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Requirement: List all owned vehicles with year, make, model, VIN, cost, and use.

Compliance Risk: Omitting vehicles can leave gaps in coverage.

3. Driver Information

Requirement: List all drivers with license numbers, dates of birth, and driving records.

Compliance Risk: Omitting drivers can mislead carriers and result in denied claims.

4. Radius of Operations

Requirement: List local, intermediate, and long-haul operations.

Compliance Risk: Misstating radius can mislead carriers and affect pricing.

5. Vehicle Use

Requirement: List use (business, personal, commercial, livery, etc.).

Compliance Risk: Misstating use can mislead carriers and result in denied claims.

6. Hired and Non-Owned Autos

Requirement: List exposures for hired and non-owned autos.

Compliance Risk: Omitting exposures can leave gaps in coverage.

7. Coverages Requested

Liability, Physical Damage, UM/UIM, Medical Payments.

Compliance Risk: Misstating coverages can mislead carriers and clients.

8. Agent Information

Name, Address, Contact Information: Must be complete.

Compliance Risk: Omitting agent details can delay communication.

[l Case Study (Preview)

Georgia Manufacturing Solutions LLC requests business auto coverage.

Insured: Georgia Manufacturing Solutions LLC
Vehicles: 10 trucks, 5 vans

Drivers: 15 employees

Radius: Regional (within 300 miles)

Vehicle Use: Delivery of manufactured goods

Hired/Non-Owned Autos: Occasional rental trucks, employee personal vehicles used for
business
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e Coverages Requested: $1M liability, physical damage, UM/UIM
e Agent: Sarah Johnson, XYZ Insurance Services
Exercise:
o Complete Vehicle Schedule, Driver Information, and Radius of Operations sections.
o Identify compliance risks (e.g., omitting hired/non-owned autos).

Let’s continue expanding ACORD 127 — Business Auto Section. This installment will focus on
Compliance & Regulatory Considerations and extended case studies, giving learners
practical, scenario-based insight into how business auto coverage is documented and reviewed.

fal Compliance & Regulatory Considerations

Business auto insurance is one of the most regulated and closely monitored lines of coverage
because of its direct connection to public safety. The ACORD 127 ensures carriers receive
accurate information about vehicles, drivers, and operations. Agents must apply compliance
discipline to avoid errors, disputes, or liability.

1. Accuracy of Vehicle Information
* Requirement: Year, make, model, VIN, cost, and use must be listed correcitly.
e Compliance Risk: Omitting or misstating vehicle details can invalidate coverage.

o Georgia DOI Note: Providing inaccurate vehicle information may result in disciplinary
action.

2. Driver Information

e Requirement: All drivers must be listed with license numbers, dates of birth, and driving
records.

o Compliance Risk: Omitting drivers can mislead carriers and result in denied claims.
3. Radius of Operations

e Requirement: Local, intermediate, and long-haul operations must be listed.

o Compliance Risk: Misstating radius can mislead carriers and affect pricing.
4. Vehicle Use

e Requirement: Business, personal, commercial, livery, etc. must be listed.

o Compliance Risk: Misstating use can mislead carriers and result in denied claims.
5. Hired and Non-Owned Autos

e Requirement: Exposures for hired and non-owned autos must be listed.

o Compliance Risk: Omitting exposures can leave gaps in coverage.
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6. Coverages Requested

Requirement: Liability, physical damage, UM/UIM, and medical payments must be
listed.

Compliance Risk: Misstating coverages can mislead carriers and clients.

7. Timeliness

Requirement: Business auto coverage must be documented before contracts are
signed.

Compliance Risk: Delayed submission can breach contractual obligations.

8. Confidentiality

Requirement: Only relevant coverage information should be disclosed.

Compliance Risk: Over-disclosure can violate client confidentiality.

[l Extended Case Study 1: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC requests business auto coverage.

Vehicles: 10 trucks, 5 vans

Drivers: 15 employees

Radius: Regional (within 300 miles)

Vehicle Use: Delivery of manufactured goods

Hired/Non-Owned Autos: Occasional rental trucks, employee personal vehicles used for
business

Coverages Requested: $1M liability, physical damage, UM/UIM

Agent: Sarah Johnson, XYZ Insurance Services

Exercise:

Complete Vehicle Schedule, Driver Information, and Radius of Operations sections.

Identify compliance risks (e.g., omitting hired/non-owned autos).

Compliance Notes:

All vehicles must be listed.
All drivers must be listed.

Hired/non-owned autos must be listed.

[l Extended Case Study 2: Peachtree Retail LLC
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Scenario:
Peachtree Retail LLC signs a lease requiring business auto coverage.

e Vehicles: 3 delivery vans
e Drivers: 5 employees
e Radius: Local (within 50 miles)
e Vehicle Use: Delivery of retail goods
e Hired/Non-Owned Autos: Employee personal vehicles used for business
e Coverages Requested: $1M liability, physical damage
e Agent: Robert Brown, GHI Insurance Services
Exercise:
o Complete Vehicle Schedule, Driver Information, and Vehicle Use sections.
o Identify compliance risks (e.g., omitting non-owned autos).
Compliance Notes:
¢ Non-owned autos must be listed.
o Vehicle use must be listed accurately.

o Coverage must meet lease requirement.

[l Extended Case Study 3: Southern Builders LLC

Scenario:
Southern Builders LLC secures financing requiring business auto coverage.

e Vehicles: 20 trucks
e Drivers: 25 employees
e Radius: Long-haul (nationwide)
e Vehicle Use: Construction services
e Hired/Non-Owned Autos: Rental trucks used for projects
e Coverages Requested: $2M liability, physical damage, UM/UIM
e Agent: Jane Smith, MNO Insurance Services
Exercise:
o Complete Vehicle Schedule, Driver Information, and Radius of Operations sections.

o Identify compliance risks (e.g., misstating radius).

Page 355 of 470



Compliance Notes:

¢ Radius must be listed accurately.

e Hired autos must be listed.

o Coverage must meet financing requirement.
[E7 Practical Exercises
Exercise 1: Vehicle Information
A client requests business auto coverage. Agent lists 5 trucks, but client owns 10.
Task: Explain compliance risks.
Answer Key: Omitting vehicles can invalidate coverage. Must list all vehicles.
Exercise 2: Driver Information
A client requests business auto coverage. Agent lists 10 drivers, but client employs 15.
Task: Explain compliance risks.
Answer Key: Omitting drivers can mislead carriers and result in denied claims.
Exercise 3: Radius of Operations

A client requests business auto coverage. Agent lists local radius, but client operates
nationwide.

Task: Explain compliance risks.
Answer Key: Misstating radius can mislead carriers and affect pricing.
[l Knowledge Check (Self-Study Quiz)
1. Why must vehicle information on ACORD 127 match actual vehicles?
1. To reduce premiums
2. To avoid misrepresentation and denied claims
3. To satisfy agent requirements
2. What is the compliance risk of omitting drivers?
1. None, carriers don’t check
2. Misleading carriers and denied claims
3. Only affects underwriting speed

3. Why must radius of operations be listed accurately on ACORD 1277
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1. To reduce premiums
1. To ensure accurate pricing and avoid misrepresentation
1. To satisfy agent requirements

(] Extended Commentary

The ACORD 127 is where business auto coverage is documented, but it is also where
compliance discipline is tested. Agents must adopt best practices:

Ensure accuracy of vehicle and driver information.

o List radius of operations correctly.

e Document hired and non-owned auto exposures.
e Provide evidence promptly.

e Protect client confidentiality.

Failure to do so can result in invalid coverage, breached contracts, regulatory violations, and
E&O exposure. Mastery of ACORD 127 demonstrates professionalism, protects clients, and
builds trust with carriers and stakeholders.

Let’s keep building out ACORD 127 — Business Auto Section. This installment will focus on
Stakeholder Expectations, Common Errors, and practical exercises.

£8 Stakeholder Expectations

Business auto coverage affects a wide range of stakeholders. Each has distinct expectations
when reviewing the ACORD 127 submission.

1. Lenders

o Expectation: Proof that auto liability coverage exists to protect collateral and financial
interests.

o Details Required: Policy numbers, effective dates, liability limits, physical damage
coverage for financed vehicles.

e Compliance Risk: Omitting lender requirements can delay financing or breach loan
agreements.

2. Landlords

o Expectation: Proof of tenant’s auto liability coverage for premises exposures (e.g.,
delivery vehicles on property).

o Details Required: Tenant listed as insured, landlord listed as additional insured if
required by lease.
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o Compliance Risk: Omitting landlord or failing to meet lease requirements can breach
contract.

3. Vendors/Contractors
o Expectation: Proof of auto liability coverage for contractual obligations.

o Details Required: Coverage limits meeting contract requirements, hired/non-owned
auto coverage if employees use personal vehicles.

o Compliance Risk: Misstating coverage limits or omitting hired/non-owned autos can
mislead vendor.

4. Government Agencies

o Expectation: Proof of auto liability coverage for permits, licenses, or regulatory
compliance.

o Details Required: Accurate coverage information, limits meeting statutory requirements.
e Compliance Risk: Misrepresentation can result in regulatory action.
5. Clients
¢ Expectation: Assurance that auto exposures are covered.
o Details Required: Accurate coverage information, agent contact details.

o Compliance Risk: Misrepresentation can damage trust and client relationships.
3¢ Common Errors

Errors in ACORD 127 submissions can invalidate coverage, breach contracts, or expose agents
to liability.

1. Misstating Vehicle Information
e Error: Listing 5 trucks when client owns 10.
o Risk: Coverage gaps, misrepresentation.
2. Omitting Drivers
o Error: Failing to list all drivers.
¢ Risk: Misrepresentation, denied claims.
3. Misstating Radius of Operations
e Error: Listing local radius when client operates nationwide.
e Risk: Misrepresentation, inaccurate pricing.

4. Omitting Vehicle Use
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o Error: Failing to list livery use.
¢ Risk: Misrepresentation, denied claims.
5. Omitting Hired/Non-Owned Autos
e Error: Failing to list employee personal vehicles used for business.
o Risk: Coverage gaps, breach of contract.
[l Extended Case Study 1: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC requests business auto coverage.

e Vehicles: 10 trucks, 5 vans

e Drivers: 15 employees

e Radius: Regional (within 300 miles)

e Vehicle Use: Delivery of manufactured goods

e Hired/Non-Owned Autos: Occasional rental trucks, employee personal vehicles used for
business

e Coverages Requested: $1M liability, physical damage, UM/UIM
e Agent: Sarah Johnson, XYZ Insurance Services
Error: Agent omits hired/non-owned autos.
Exercise:
e Identify compliance risks.
e Correct hired/non-owned auto information.
Answer Key:
e Compliance risk: Coverage gaps, breach of contract.

e Correct hired/non-owned autos: Occasional rental trucks, employee personal vehicles
used for business.

[l Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC signs a lease requiring business auto coverage.

e Vehicles: 3 delivery vans
e Drivers: 5 employees

e Radius: Local (within 50 miles)
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e Vehicle Use: Delivery of retail goods
e Hired/Non-Owned Autos: Employee personal vehicles used for business
e Coverages Requested: $1M liability, physical damage
e Agent: Robert Brown, GHI Insurance Services
Error: Agent omits non-owned autos.
Exercise:
o Identify compliance risks.
e Correct non-owned auto information.
Answer Key:
o Compliance risk: Coverage gaps, breach of lease agreement.
o Correct non-owned autos: Employee personal vehicles used for business.
[l Extended Case Study 3: Southern Builders LLC

Scenario:
Southern Builders LLC secures financing requiring business auto coverage.

e Vehicles: 20 trucks
e Drivers: 25 employees
e Radius: Long-haul (nationwide)
» Vehicle Use: Construction services
e Hired/Non-Owned Autos: Rental trucks used for projects
e Coverages Requested: $2M liability, physical damage, UM/UIM
e Agent: Jane Smith, MNO Insurance Services
Error: Agent misstates radius as local.
Exercise:
e |dentify compliance risks.
o Correct radius information.
Answer Key:
o Compliance risk: Misrepresentation, inaccurate pricing.
e Correct radius: Long-haul (nationwide).

[E7 Practical Exercises
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Exercise 1: Vehicle Information

A client requests business auto coverage. Agent lists 5 trucks, but client owns 10.
Task: Explain compliance risks.

Answer Key: Omitting vehicles can invalidate coverage. Must list all vehicles.
Exercise 2: Driver Information

A client requests business auto coverage. Agent lists 10 drivers, but client employs 15.
Task: Explain compliance risks.

Answer Key: Omitting drivers can mislead carriers and result in denied claims.
Exercise 3: Radius of Operations

A client requests business auto coverage. Agent lists local radius, but client operates
nationwide.

Task: Explain compliance risks.
Answer Key: Misstating radius can mislead carriers and affect pricing.
[l Knowledge Check (Self-Study Quiz)
1. Why must vehicle information on ACORD 127 match actual vehicles?
1. To reduce premiums
2. To avoid misrepresentation and denied claims
3. To satisfy agent requirements
2. What is the compliance risk of omitting drivers?
1. None, carriers don’t check
2. Misleading carriers and denied claims
3. Only affects underwriting speed
3. Why must radius of operations be listed accurately on ACORD 1277
1. To reduce premiums
1. To ensure accurate pricing and avoid misrepresentation
1. To satisfy agent requirements
(] Extended Commentary

The ACORD 127 is where business auto coverage is documented, but it is also where
stakeholder expectations are tested. Agents must adopt best practices:
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e Ensure accuracy of vehicle and driver information.
o List radius of operations correctly.

e Document hired and non-owned auto exposures.
e Provide evidence promptly.

e Protect client confidentiality.

Failure to do so can result in invalid coverage, breached contracts, regulatory violations, and
E&O exposure. Mastery of ACORD 127 demonstrates professionalism, protects clients, and
builds trust with carriers and stakeholders.

Let's complete the ACORD 127 — Business Auto Section module with the final instaliment.
This section will include a Capstone Assessment walkthrough, reflection prompts, and a
concluding summary.

9B Capstone Assessment Walkthrough

The Capstone Assessment simulates a full business auto submission using ACORD 127.
Learners must complete the form with provided data, attach supporting documentation, and
identify compliance risks.

Scenario: Georgia Logistics Solutions LLC
e Insured: Georgia Logistics Solutions LLC
e Premises: 800 Freight Lane, Atlanta, GA 30318
e Vehicles: 15 trucks, 8 vans
o Drivers: 25 employees (mix of CDL and non-CDL)
e Radius of Operations: Long-haul (nationwide)
e Vehicle Use: Freight delivery and logistics services

o Hired/Non-Owned Autos: Rental trucks for overflow, employee personal vehicles for
local errands

e Coverages Requested: $2M liability, physical damage, UM/UIM, medical payments
o Additional Insureds: Truist Bank (financing), Peachtree Properties LLC (landlord)
e Agent: Sarah Johnson, XYZ Insurance Services

Step 1: Insured Information
o Enter legal name and address.
o Compliance Risk: Using trade name instead of legal entity.

Step 2: Vehicle Schedule
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o Enter all 15 trucks and 8 vans with year, make, model, VIN, cost, and use.

o Compliance Risk: Omitting vehicles can invalidate coverage.
Step 3: Driver Information

o Enter all 25 drivers with license numbers, DOB, and driving records.

e Compliance Risk: Omitting drivers can mislead carriers and result in denied claims.
Step 4: Radius of Operations

e Enter long-haul (nationwide).

o Compliance Risk: Misstating radius can mislead carriers and affect pricing.
Step 5: Vehicle Use

o Enter freight delivery and logistics services.

o Compliance Risk: Misstating use can mislead carriers and result in denied claims.
Step 6: Hired/Non-Owned Autos

o Enter rental trucks for overflow and employee personal vehicles for local errands.

o Compliance Risk: Omitting exposures can leave gaps in coverage.
Step 7: Coverages Requested

e Enter $2M liability, physical damage, UM/UIM, medical payments.

e Compliance Risk: Misstating coverages can mislead carriers and clients.
Step 8: Additional Insureds

o List Truist Bank and Peachtree Properties LLC.

e Compliance Risk: Omitting additional insureds can breach contracts.
Step 9: Agent Information

e Enter Sarah Johnson’s name, address, and contact information.

o Compliance Risk: Omitting agent details can delay communication.
[l Reflection Prompts

1. Accuracy:

o Did you verify vehicle and driver information?
o Did you report radius of operations accurately?

2. Compliance:
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o Did you list hired and non-owned auto exposures?

o Did you list all additional insureds?
Completeness:

o Did you fill in every section of the form?

o Did you provide agent contact information?
Professionalism:
Is the form clear, consistent, and free of errors?

Would a carrier view this as a “clean submission”?

[E7 Extended Reflection Exercise

Scenario: Imagine you are submitting this ACORD 127 to three different carriers.

Carrier A is conservative and risk-averse.
Carrier B is aggressive and seeks growth.

Carrier C is mid-market and values complete documentation.

Questions:

How might each carrier view the long-haul trucking exposure?
How might each carrier respond to incomplete documentation?

How can you tailor your submission to meet each carrier’s expectations without
misrepresentation?

[l Knowledge Check (Self-Study Quiz)

1.

2.

3.

Why must vehicle information on ACORD 127 match actual vehicles?
1. To reduce premiums
2. To avoid misrepresentation and denied claims
3. To satisfy agent requirements
What is the compliance risk of omitting drivers?
1. None, carriers don’t check
2. Misleading carriers and denied claims
3. Only affects underwriting speed

Why must radius of operations be listed accurately on ACORD 1277

Page 364 of 470



1. To reduce premiums
2. To ensure accurate pricing and avoid misrepresentation
3. To satisfy agent requirements

4. Why must hired and non-owned auto exposures be listed?

1. To reduce premiums

1. To avoid coverage gaps and contractual breaches

1. To satisfy agent requirements

i concluding Summary

The ACORD 127 — Business Auto Section is the core underwriting document for commercial
auto coverage. It captures insured information, vehicle schedules, driver information, radius of
operations, vehicle use, hired/non-owned auto exposures, coverages requested, additional
insureds, and agent information.

Key Takeaways
e Accuracy matters: Vehicle, driver, and radius information must be precise.
e Compliance discipline: Hired/non-owned autos and additional insureds must be listed.
o« Documentation required: Evidence must be provided before contracts are signed.

o Professionalism builds trust: Clean, complete submissions strengthen agent-carrier
relationships and reassure stakeholders.

o Stakeholder focus: Tailor submissions to lender, landlord, vendor, and government
agency requirements.

Final Thought

Mastery of ACORD 127 is not just about filling out a form—it is about identifying auto
exposures, meeting contractual obligations, and demonstrating professional integrity.
Agents who excel at ACORD 127 show the highest standards of compliance, efficiency, and
client advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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Let’s begin expanding ACORD 130 — Workers Compensation Section into its own full
instructional module. Just like with the other ACORD forms we’ve built, I'll deliver this in
structured installments so you can review the flow and depth as we go.

F] ACORD 130 — Workers Compensation Section

%> Introduction

The ACORD 130, or Workers Compensation Section, is the standardized form used to capture
exposures and coverage details for workers compensation policies. Unlike ACORD 125
(Applicant Information), ACORD 126 (General Liability), ACORD 127 (Business Auto), or
ACORD 140 (Property), the 130 focuses specifically on employee exposures—payroll, job
classifications, workplace safety, and statutory requirements.

Workers compensation insurance is essential for businesses that employ workers. It provides
statutory benefits for medical expenses, lost wages, and rehabilitation following workplace
injuries or illnesses. Because workers compensation is mandated by law in most states, the
ACORD 130 is one of the most compliance-sensitive forms in the commercial insurance suite.

Why ACORD 130 Matters

o Risk Identification: Provides carriers with detailed information about employee
exposures.

 Underwriting Accuracy: Ensures carriers can price coverage appropriately based on
payroll and job classifications.

o Statutory Compliance: Workers compensation is required by law in most states.

o Professionalism: A clean, complete ACORD 130 reassures carriers and clients.
Common Misconceptions

o “Workers compensation is optional.” In reality, it is mandatory in most jurisdictions.

e “Only high-risk jobs matter.” Even office employees must be listed for accurate payroll
reporting.

o “Any payroll figures can be listed.” Carriers require accurate payroll data to determine
premiums.

This module will walk you through ACORD 130 section by section, highlight compliance pitfalls,
and provide case studies and exercises to reinforce learning.

9B Section-by-Section Walkthrough
1. Insured Information
e Name, Address, Policy Number: Must match ACORD 125.

o Compliance Risk: Misidentifying insured can invalidate coverage.

Page 366 of 470



2. Locations
¢ Requirement: List all business locations where employees work.
o Compliance Risk: Omitting locations can leave gaps in coverage.
3. Nature of Business / Operations
e Requirement: Describe operations clearly.
e Compliance Risk: Omitting or misstating operations can mislead carriers.
4. Payroll Information
e Requirement: List payroll by job classification.
o Compliance Risk: Misstating payroll can mislead carriers and affect premiums.
5. Job Classifications
e Requirement: List job classifications (clerical, sales, manufacturing, construction, etc.).

o Compliance Risk: Misstating job classifications can mislead carriers and affect
premiums.

6. Prior Coverage

o Requirement: List prior carriers, policy numbers, effective dates, and limits.

e Compliance Risk: Omitting prior coverage can mislead carriers and affect underwriting.
7. Loss History

¢ Requirement: List prior losses with dates, amounts, and descriptions.

o Compliance Risk: Omitting losses can mislead carriers and result in denied claims.
8. Contact Information

¢ Requirement: List contact person, title, phone, and email.

o Compliance Risk: Omitting contact information can delay communication.
9. Agent Information

e Requirement: List agent name, address, and contact information.

e Compliance Risk: Omitting agent details can delay communication.
[l Case Study (Preview)
Georgia Manufacturing Solutions LLC requests workers compensation coverage.

e Insured: Georgia Manufacturing Solutions LLC

e Locations: 789 Industrial Blvd, Gainesville, GA
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e Operations: Manufacturing equipment
e Payroll: $2M clerical, $5M manufacturing
o Job Classifications: Clerical, manufacturing
o Prior Coverage: Travelers Insurance Company, WC policy effective 2022—-2023
e Loss History: Two $50K claims in 2022
¢ Contact: John Smith, CFO
e Agent: Sarah Johnson, XYZ Insurance Services
Exercise:

o Complete Locations, Payroll Information, Job Classifications, Prior Coverage, and Loss
History sections.

o Identify compliance risks (e.g., omitting job classifications).

Let’s continue expanding ACORD 130 — Workers Compensation Section. This installment will
focus on Compliance & Regulatory Considerations and extended case studies, giving
learners practical, scenario-based insight into how workers compensation coverage is
documented and reviewed.

fal Compliance & Regulatory Considerations

Workers compensation is one of the most statutorily regulated lines of insurance. Unlike
property or liability coverage, workers compensation is mandated by law in nearly every state.
The ACORD 130 form ensures carriers receive accurate information about payroll, job
classifications, and loss history. Errors here can lead to regulatory violations, fines, or denied
claims.

1. Legal Mandate

o Requirement: Employers must carry workers compensation coverage if they meet state
thresholds (often 3+ employees).

o Compliance Risk: Failure to secure coverage can result in fines, stop-work orders, or
criminal penalties.

2. Payroll Accuracy
e Requirement: Payroll must be listed by job classification.

o Compliance Risk: Misstating payroll can mislead carriers, result in incorrect premiums,
and trigger audits.

3. Job Classifications

e Requirement: Each employee must be assigned to the correct classification code.
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e Compliance Risk: Misclassifying employees can result in underpayment of premiums
and denied claims.

4. Loss History
¢ Requirement: Prior losses must be disclosed with dates, amounts, and descriptions.
o Compliance Risk: Omitting losses can mislead carriers and result in denied claims.
5. Prior Coverage
o Requirement: Prior carriers, policy numbers, effective dates, and limits must be listed.
e Compliance Risk: Omitting prior coverage can mislead carriers and affect underwriting.
6. Multi-State Exposures

e Requirement: Employers with operations in multiple states must list exposures in each
state.

e Compliance Risk: Omitting states can leave employees uncovered.
7. Contact Information
e Requirement: Contact person, title, phone, and email must be listed.
o Compliance Risk: Omitting contact information can delay communication.
8. Agent Information
e Requirement: Agent name, address, and contact information must be listed.
e Compliance Risk: Omitting agent details can delay communication.
[l Extended Case Study 1: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC requests workers compensation coverage.

e Locations: 789 Industrial Blvd, Gainesville, GA

e Operations: Manufacturing equipment

e Payroll: $2M clerical, $5M manufacturing

o Job Classifications: Clerical, manufacturing

e Prior Coverage: Travelers Insurance Company, WC policy effective 2022—-2023
e Loss History: Two $50K claims in 2022

e Contact: John Smith, CFO

e Agent: Sarah Johnson, XYZ Insurance Services
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Exercise:

e Complete Payroll Information and Job Classifications sections.

» Identify compliance risks (e.g., omitting manufacturing classification).
Compliance Notes:

o Payroll must be listed accurately by classification.

e Loss history must be disclosed.

e Prior coverage must be listed.
[l Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC signs a lease requiring workers compensation coverage.

e Locations: 123 Main Street, Cumming, GA

e Operations: Retail sales

e Payroll: $1M clerical, $2M sales

o Job Classifications: Clerical, sales

e Prior Coverage: Liberty Mutual Insurance Company, WC policy effective 2021-2022

e Loss History: None

e Contact: Jane Doe, Owner

e Agent: Robert Brown, GHI Insurance Services
Exercise:

e Complete Payroll Information and Job Classifications sections.

o Identify compliance risks (e.g., omitting sales classification).
Compliance Notes:

o Job classifications must be listed accurately.

e Loss history must be disclosed, even if none.

e Prior coverage must be listed.
[l Extended Case Study 3: Southern Builders LLC

Scenario:
Southern Builders LLC secures financing requiring workers compensation coverage.

e Locations: 456 Commerce Drive, Alpharetta, GA
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e Operations: Construction services
e Payroll: $500K clerical, $4M construction
o Job Classifications: Clerical, construction
e Prior Coverage: The Hartford Insurance Company, WC policy effective 2022-2023
e Loss History: Two $100K liability losses in 2021
e Contact: Mark Johnson, President
e Agent: Jane Smith, MNO Insurance Services
Exercise:
o Complete Payroll Information and Job Classifications sections.
o Identify compliance risks (e.g., omitting construction classification).
Compliance Notes:
o Payroll must be listed accurately by classification.
e Loss history must be disclosed.
e Prior coverage must be listed.
[E7 Practical Exercises
Exercise 1: Payroll Information

A client requests workers compensation coverage. Agent lists payroll as $2M, but actual payroll
is $5M.

Task: Explain compliance risks.

Answer Key: Misstating payroll can mislead carriers, result in incorrect premiums, and trigger
audits.

Exercise 2: Job Classifications

A client requests workers compensation coverage. Agent lists clerical classification only, but
client employs construction workers.

Task: Explain compliance risks.

Answer Key: Misclassifying employees can result in underpayment of premiums and denied
claims.

Exercise 3: Loss History
A client requests workers compensation coverage. Agent omits prior losses.

Task: Explain compliance risks.
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Answer Key: Omitting losses can mislead carriers and result in denied claims.
[l Knowledge Check (Self-Study Quiz)
1. Why must payroll information on ACORD 130 match actual payroll?
1. To reduce premiums
2. To avoid misrepresentation and incorrect premiums
3. To satisfy agent requirements
2. What is the compliance risk of misclassifying employees?
1. None, carriers don’t check
2. Underpayment of premiums and denied claims
3. Only affects underwriting speed
3. Why must loss history be listed on ACORD 1307?
1. To reduce premiums
1. To meet underwriting requirements and avoid misrepresentation
1. To satisfy agent requirements
] Extended Commentary

The ACORD 130 is where workers compensation coverage is documented, but it is also where
compliance discipline is tested. Agents must adopt best practices:

e Ensure accuracy of payroll and job classifications.
e List prior coverage correctly.

e Disclose loss history.

e Provide complete contact and agent information.

Failure to do so can result in invalid coverage, breached contracts, regulatory violations, and
E&O exposure. Mastery of ACORD 130 demonstrates professionalism, protects clients, and
builds trust with carriers and stakeholders.

Let’s keep building out ACORD 130 — Workers Compensation Section. This installment will
focus on Stakeholder Expectations, Common Errors, and practical exercises.

£8 Stakeholder Expectations

Workers compensation coverage touches multiple stakeholders, each with distinct expectations
when reviewing the ACORD 130 submission.

1. Employees
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Expectation: Assurance that workplace injuries will be covered.
Details Required: Accurate payroll and job classifications to ensure benefits eligibility.

Compliance Risk: Misclassification can result in denied claims or reduced benefits.

2. Employers

Expectation: Protection against statutory liability for workplace injuries.
Details Required: Accurate payroll reporting, job classifications, and loss history.

Compliance Risk: Misstating payroll or omitting losses can result in audits, penalties, or
denied claims.

3. Lenders

Expectation: Proof that workers compensation coverage exists to protect collateral and
financial interests.

Details Required: Policy numbers, effective dates, limits, and compliance with statutory
requirements.

Compliance Risk: Omitting lender requirements can delay financing or breach loan
agreements.

4. Government Agencies

Expectation: Proof of workers compensation coverage for regulatory compliance.
Details Required: Accurate coverage information, limits meeting statutory requirements.

Compliance Risk: Misrepresentation can result in fines, stop-work orders, or criminal
penalties.

5. Clients

Expectation: Assurance that contractors and vendors carry workers compensation
coverage.

Details Required: Certificates of insurance showing coverage.

Compliance Risk: Misrepresentation can damage trust and client relationships.

3¢ Common Errors

Errors in ACORD 130 submissions can invalidate coverage, breach contracts, or expose agents
to liability.

1. Misstating Payroll

Error: Listing payroll as $2M when actual payroll is $5M.

Risk: Misrepresentation, incorrect premiums, audits.
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2. Misclassifying Employees
e Error: Listing construction workers as clerical.
¢ Risk: Misrepresentation, denied claims.
3. Omitting Loss History
o Error: Failing to list prior losses.
¢ Risk: Misrepresentation, denied claims.
4. Omitting Prior Coverage
e Error: Failing to list prior carriers.
¢ Risk: Misrepresentation, underwriting delays.
5. Omitting Multi-State Exposures
o Error: Failing to list operations in multiple states.
o Risk: Coverage gaps, regulatory violations.
[l Extended Case Study 1: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC requests workers compensation coverage.

e Locations: 789 Industrial Blvd, Gainesville, GA

e Operations: Manufacturing equipment

e Payroll: $2M clerical, $5M manufacturing

o Job Classifications: Clerical, manufacturing

o Prior Coverage: Travelers Insurance Company, WC policy effective 2022—-2023

e Loss History: Two $50K claims in 2022

¢ Contact: John Smith, CFO

e Agent: Sarah Johnson, XYZ Insurance Services
Error: Agent omits manufacturing classification.
Exercise:

e Identify compliance risks.

o Correct job classification information.
Answer Key:

o Compliance risk: Misclassification, denied claims.
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o Correct job classifications: Clerical, manufacturing.
[l Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC signs a lease requiring workers compensation coverage.

e Locations: 123 Main Street, Cumming, GA
e Operations: Retail sales
e Payroll: $1M clerical, $2M sales
o Job Classifications: Clerical, sales
e Prior Coverage: Liberty Mutual Insurance Company, WC policy effective 2021-2022
e Loss History: None
e Contact: Jane Doe, Owner
e Agent: Robert Brown, GHI Insurance Services
Error: Agent omits sales classification.
Exercise:
e Identify compliance risks.
e Correct job classification information.
Answer Key:
o Compliance risk: Misclassification, denied claims.
o Correct job classifications: Clerical, sales.
[l Extended Case Study 3: Southern Builders LLC

Scenario:
Southern Builders LLC secures financing requiring workers compensation coverage.

e Locations: 456 Commerce Drive, Alpharetta, GA

e Operations: Construction services

e Payroll: $500K clerical, $4M construction

e Job Classifications: Clerical, construction

e Prior Coverage: The Hartford Insurance Company, WC policy effective 2022—-2023
e Loss History: Two $100K liability losses in 2021

e Contact: Mark Johnson, President
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e Agent: Jane Smith, MNO Insurance Services
Error: Agent omits construction classification.
Exercise:
e |dentify compliance risks.
e Correct job classification information.
Answer Key:
e Compliance risk: Misclassification, denied claims.
o Correct job classifications: Clerical, construction.
[E7 Practical Exercises
Exercise 1: Payroll Information

A client requests workers compensation coverage. Agent lists payroll as $2M, but actual payroll
is $5M.

Task: Explain compliance risks.

Answer Key: Misstating payroll can mislead carriers, result in incorrect premiums, and trigger
audits.

Exercise 2: Job Classifications

A client requests workers compensation coverage. Agent lists clerical classification only, but
client employs construction workers.

Task: Explain compliance risks.

Answer Key: Misclassifying employees can result in underpayment of premiums and denied
claims.

Exercise 3: Loss History
A client requests workers compensation coverage. Agent omits prior losses.
Task: Explain compliance risks.
Answer Key: Omitting losses can mislead carriers and result in denied claims.
[l Knowledge Check (Self-Study Quiz)
1. Why must payroll information on ACORD 130 match actual payroll?
1. To reduce premiums
2. To avoid misrepresentation and incorrect premiums

3. To satisfy agent requirements
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2. What is the compliance risk of misclassifying employees?
1. None, carriers don’t check
2. Underpayment of premiums and denied claims
3. Only affects underwriting speed
3. Why must loss history be listed on ACORD 1307?
1. To reduce premiums
1. To meet underwriting requirements and avoid misrepresentation
1. To satisfy agent requirements

] Extended Commentary

The ACORD 130 is where workers compensation coverage is documented, but it is also where
stakeholder expectations are tested. Agents must adopt best practices:

o Ensure accuracy of payroll and job classifications.
e List prior coverage correctly.

e Disclose loss history.

e Provide complete contact and agent information.

Failure to do so can result in invalid coverage, breached contracts, regulatory violations, and
E&O exposure. Mastery of ACORD 130 demonstrates professionalism, protects clients, and
builds trust with carriers and stakeholders.

Let's complete the ACORD 130 — Workers Compensation Section module with the final
installment. This section will include a Capstone Assessment walkthrough, reflection
prompts, and a concluding summary.

9B Capstone Assessment Walkthrough

The Capstone Assessment simulates a full workers compensation submission using ACORD
130. Learners must complete the form with provided data, attach supporting documentation,
and identify compliance risks.

Scenario: Georgia Logistics Solutions LLC
e Insured: Georgia Logistics Solutions LLC

o Locations: 800 Freight Lane, Atlanta, GA 30318; 200 Distribution Drive, Savannah, GA
31401

e Operations: Warehousing, distribution, and trucking support

« Payroll:
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o Clerical: $1.5M
o Warehouse: $3M
o Drivers: $2.5M

Job Classifications: Clerical, warehouse, drivers

Prior Coverage: The Hartford Insurance Company, WC policy effective 2023—-2024

$100K driver accident

Contact: Mary Johnson, CFO

Agent: Sarah Johnson, XYZ Insurance Services
Step 1: Insured Information

e Enter legal name and address.

o Compliance Risk: Using trade name instead of legal entity.
Step 2: Locations

o Enter Atlanta and Savannah addresses.

o Compliance Risk: Omitting Savannah location leaves employees uncovered.
Step 3: Operations

e Enter warehousing, distribution, and trucking support.

e Compliance Risk: Omitting trucking support misleads carriers.
Step 4: Payroll Information

e Enter clerical $1.5M, warehouse $3M, drivers $2.5M.

e Compliance Risk: Misstating payroll misleads carriers and affects premiums.
Step 5: Job Classifications

o Enter clerical, warehouse, drivers.

e Compliance Risk: Omitting drivers misleads carriers and results in denied claims.
Step 6: Prior Coverage

e Enter The Hartford Insurance Company, WC policy effective 2023—2024.

e Compliance Risk: Omitting prior coverage misleads carriers.

Step 7: Loss History
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e Enter three claims in 2023: $25K clerical slip-and-fall, $75K warehouse injury, $100K
driver accident.

o Compliance Risk: Omitting losses misleads carriers and results in denied claims.
Step 8: Contact Information
o Enter Mary Johnson, CFO, phone, and email.
e Compliance Risk: Omitting contact information delays communication.
Step 9: Agent Information
e Enter Sarah Johnson’s name, address, and contact information.
o Compliance Risk: Omitting agent details delays communication.
[l Reflection Prompts
1. Accuracy:
o Did you verify payroll and job classifications?
o Did you report operations accurately?
2. Compliance:
o Did you list all locations?
o Did you disclose loss history?
3. Completeness:
o Did you fill in every section of the form?
o Did you provide contact and agent information?
4. Professionalism:
o |Is the form clear, consistent, and free of errors?
e Would a carrier view this as a “clean submission”?
[-7 Extended Reflection Exercise
Scenario: Imagine you are submitting this ACORD 130 to three different carriers.
o Carrier Ais conservative and risk-averse.
o Carrier B is aggressive and seeks growth.
e Carrier C is mid-market and values complete documentation.
Questions:

e How might each carrier view the trucking support exposure?
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e How might each carrier respond to incomplete documentation?

e How can you tailor your submission to meet each carrier’s expectations without
misrepresentation?

[l Knowledge Check (Self-Study Quiz)
1. Why must payroll information on ACORD 130 match actual payroll?
1. To reduce premiums
2. To avoid misrepresentation and incorrect premiums
3. To satisfy agent requirements
2. What is the compliance risk of misclassifying employees?
1. None, carriers don’t check
2. Underpayment of premiums and denied claims
3. Only affects underwriting speed
3. Why must loss history be listed on ACORD 1307
1. To reduce premiums
2. To meet underwriting requirements and avoid misrepresentation
3. To satisfy agent requirements
4. Why must all locations be listed on ACORD 1307
1. To reduce premiums
1. To avoid coverage gaps and regulatory violations
1. To satisfy agent requirements
] concluding Summary

The ACORD 130 — Workers Compensation Section is the core underwriting document for
workers compensation coverage. It captures insured information, locations, operations, payroll,
job classifications, prior coverage, loss history, contact information, and agent information.

Key Takeaways
e Accuracy matters: Payroll and job classifications must be precise.
o Compliance discipline: Prior coverage and loss history must be disclosed.

¢ Documentation required: All locations and operations must be listed.
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o Professionalism builds trust: Clean, complete submissions strengthen agent-carrier
relationships and reassure stakeholders.

o Stakeholder focus: Tailor submissions to employee, employer, lender, and government
agency requirements.

Final Thought

Mastery of ACORD 130 is not just about filling out a form—it is about identifying employee
exposures, meeting statutory obligations, and demonstrating professional integrity.
Agents who excel at ACORD 130 show the highest standards of compliance, efficiency, and
client advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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Let’s begin expanding ACORD 125 Supplement — Commercial General Liability Section (CG
20 10 Additional Insured endorsements and related supplements) into its own full
instructional module. Just like with the other ACORD forms we’ve built, I'll deliver this in
structured installments so you can review the flow and depth as we go.

(8] ACORD 125 Supplement — Commercial General Liability Section

%> Introduction

The ACORD 125 Supplement for Commercial General Liability (CGL) is designed to capture
endorsement requirements and supplemental liability exposures that go beyond the base
ACORD 126. One of the most common endorsements requested and scrutinized is the CG 20
10 — Additional Insured endorsement, which extends coverage to third parties such as
landlords, lenders, or project owners.

This supplement is critical because it documents contractual liability obligations and ensures
carriers understand the scope of additional insured requests. Unlike the base ACORD 126,
which focuses on exposures and limits, the supplement highlights endorsement details,
contractual requirements, and special liability arrangements.

Why the ACORD 125 Supplement Matters

e Contractual Compliance: Many contracts require specific additional insured
endorsements.

o Risk Transfer: Shifts liability from third parties to the insured’s policy.

e Underwriting Accuracy: Ensures carriers can evaluate endorsement requests.

o Professionalism: A clean, complete supplement reassures carriers and clients.
Common Misconceptions

o “All additional insured endorsements are the same.” In reality, CG 20 10 applies to
ongoing operations, while CG 20 37 applies to completed operations.

e “Endorsements are optional.” Many contracts mandate them.
e “Any wording will do.” Carriers require precise endorsement language.

This module will walk you through the ACORD 125 Supplement section by section, highlight
compliance pitfalls, and provide case studies and exercises to reinforce learning.

9B Section-by-Section Walkthrough

1. Insured Information
o Name, Address, Policy Number: Must match ACORD 125 and ACORD 126.
e Compliance Risk: Misidentifying insured can invalidate endorsement.

2. Contractual Requirements
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e Requirement: List contracts requiring additional insured endorsements.
e Compliance Risk: Omitting contracts can breach obligations.
3. Endorsement Type

e Requirement: Indicate CG 20 10 (ongoing operations), CG 20 37 (completed
operations), or other endorsements.

o Compliance Risk: Misstating endorsement type can mislead carriers and clients.
4. Additional Insureds

¢ Requirement: List all additional insureds required by contracts.

o Compliance Risk: Omitting additional insureds can breach contracts.
5. Limits and Coverage Scope

e Requirement: List limits and coverage scope required by contracts.

e Compliance Risk: Misstating limits can mislead carriers and clients.
6. Agent Information

e Name, Address, Contact Information: Must be complete.

o Compliance Risk: Omitting agent details can delay communication.

[l Case Study (Preview)
Southern Builders LLC requests general liability coverage with CG 20 10 endorsement.
e Insured: Southern Builders LLC

e Contractual Requirement: General contractor requires CG 20 10 ongoing operations
endorsement.

e Endorsement Type: CG 20 10

e Additional Insureds: General contractor, project owner

e Limits: $2M per occurrence / $4M aggregate

e Agent: Jane Smith, MNO Insurance Services
Exercise:

e Complete Contractual Requirements, Endorsement Type, Additional Insureds, and Limits
sections.

o Identify compliance risks (e.g., omitting project owner).
Let’s continue expanding ACORD 125 Supplement — Commercial General Liability Section

(CG 20 10 Additional Insured endorsements and related supplements). This installment will
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focus on Compliance & Regulatory Considerations and extended case studies, giving
learners practical, scenario-based insight into how endorsements are documented and
reviewed.

fal Compliance & Regulatory Considerations

Additional insured endorsements are among the most contractually sensitive aspects of
liability coverage. The ACORD 125 Supplement ensures carriers receive accurate information
about contractual requirements, endorsement types, and additional insureds. Errors here can
lead to coverage disputes, regulatory violations, or denied claims.

1. Contractual Compliance

e Requirement: Contracts often mandate specific endorsements (e.g., CG 20 10 for
ongoing operations, CG 20 37 for completed operations).

o Compliance Risk: Omitting endorsements can breach contracts and expose insureds to
liability.

2. Endorsement Accuracy
e Requirement: Endorsement type must match contractual requirements.
o Compliance Risk: Misstating endorsement type can mislead carriers and clients.
3. Additional Insureds
¢ Requirement: All additional insureds required by contracts must be listed.
o Compliance Risk: Omitting additional insureds can breach contracts.
4. Limits and Coverage Scope
e Requirement: Limits and coverage scope must match contractual requirements.
e Compliance Risk: Misstating limits can mislead carriers and clients.
5. Regulatory Oversight
e Requirement: Some states regulate endorsement wording and enforce compliance.
o Compliance Risk: Misrepresentation can result in regulatory action.
6. Confidentiality
e Requirement: Only relevant endorsement information should be disclosed.
o Compliance Risk: Over-disclosure can violate client confidentiality.
[l Extended Case Study 1: Southern Builders LLC

Scenario:
Southern Builders LLC requests general liability coverage with CG 20 10 endorsement.
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e Contractual Requirement: General contractor requires CG 20 10 ongoing operations
endorsement.

e Endorsement Type: CG 20 10

e Additional Insureds: General contractor, project owner

e Limits: $2M per occurrence / $4M aggregate

e Agent: Jane Smith, MNO Insurance Services
Exercise:

e Complete Contractual Requirements, Endorsement Type, Additional Insureds, and Limits
sections.

o Identify compliance risks (e.g., omitting project owner).
Compliance Notes:

e Endorsement type must match contractual requirement.

o All additional insureds must be listed.

e Limits must meet contractual requirement.
[l Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC signs a lease requiring CG 20 10 endorsement.

e Contractual Requirement: Landlord requires CG 20 10 ongoing operations endorsement.
e Endorsement Type: CG 20 10
o Additional Insureds: Landlord
e Limits: $1M per occurrence / $2M aggregate
e Agent: Robert Brown, GHI Insurance Services
Exercise:

o Complete Contractual Requirements, Endorsement Type, Additional Insureds, and Limits
sections.

o Identify compliance risks (e.g., omitting landlord).
Compliance Notes:

¢ Landlord must be listed as additional insured.

e Endorsement type must match lease requirement.

e Limits must meet lease requirement.
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[l Extended Case Study 3: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC secures financing requiring CG 20 37 endorsement.

e Contractual Requirement: Lender requires CG 20 37 completed operations
endorsement.

e Endorsement Type: CG 20 37

o Additional Insureds: Lender

e Limits: $2M per occurrence / $4M aggregate

e Agent: Sarah Johnson, XYZ Insurance Services
Exercise:

e Complete Contractual Requirements, Endorsement Type, Additional Insureds, and Limits
sections.

» Identify compliance risks (e.g., misstating endorsement type).
Compliance Notes:

e Endorsement type must match contractual requirement.

e Lender must be listed as additional insured.

e Limits must meet financing requirement.
[E7 Practical Exercises
Exercise 1: Endorsement Type
A client requests CG 20 10 endorsement. Agent lists CG 20 37.
Task: Explain compliance risks.

Answer Key: Misstating endorsement type can mislead carriers and clients. Must match
contractual requirement.

Exercise 2: Additional Insureds

A client signs a contract requiring landlord listed as additional insured. Agent omits landlord.
Task: Explain compliance risks.

Answer Key: Omitting additional insured can breach contract.

Exercise 3: Limits

A client signs a contract requiring $2M per occurrence limit. Agent lists $1M.

Task: Explain compliance risks.
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Answer Key: Coverage does not meet contractual requirement. Breach of contract.

[l Knowledge Check (Self-Study Quiz)

1. Why must endorsement type on ACORD 125 Supplement match contractual
requirement?

1. To reduce premiums
2. To avoid misrepresentation and breach of contract
3. To satisfy agent requirements
2. What is the compliance risk of omitting additional insureds?
1. None, carriers don’t check
2. Breach of contract
3. Only affects underwriting speed
3. Why must limits be listed accurately on ACORD 125 Supplement?
1. To reduce premiums
1. To avoid misrepresentation and misleading carriers
1. To satisfy agent requirements

] Extended Commentary

The ACORD 125 Supplement is where endorsement requirements are documented, but it is
also where compliance discipline is tested. Agents must adopt best practices:

e Ensure accuracy of endorsement type.
o List all additional insureds.

o Document limits correctly.

e Provide evidence promptly.

e Protect client confidentiality.

Failure to do so can result in invalid coverage, breached contracts, regulatory violations, and
E&O exposure. Mastery of ACORD 125 Supplement demonstrates professionalism, protects
clients, and builds trust with carriers and stakeholders.

Let’s continue expanding ACORD 125 Supplement — Commercial General Liability Section
(CG 20 10 Additional Insured endorsements and related supplements). This installment will
focus on Stakeholder Expectations, Common Errors, and practical exercises.

£8 Stakeholder Expectations
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Additional insured endorsements affect a wide range of stakeholders. Each has distinct
expectations when reviewing the ACORD 125 Supplement submission.

1. General Contractors

o Expectation: Proof that subcontractors carry endorsements extending coverage to the
GC.

o Details Required: CG 20 10 endorsement for ongoing operations, CG 20 37 for
completed operations.

o Compliance Risk: Omitting endorsements can breach subcontract agreements.
2. Project Owners

o Expectation: Assurance that liability coverage extends to them during and after
construction.

o Details Required: Endorsements covering both ongoing and completed operations.
o Compliance Risk: Misstating endorsement type can mislead project owners.
3. Landlords

o Expectation: Proof of tenant’s liability coverage with landlord listed as additional
insured.

o Details Required: CG 20 10 endorsement for ongoing operations.

o Compliance Risk: Omitting landlord can breach lease agreements.
4. Lenders

o Expectation: Proof of liability coverage protecting collateral.

« Details Required: Endorsements listing lender as additional insured.

o Compliance Risk: Omitting lender can delay financing or breach loan agreements.
5. Vendors/Clients

o Expectation: Assurance that liability coverage extends to them under contracts.

e Details Required: Endorsements matching contractual requirements.

o Compliance Risk: Misrepresentation can damage trust and client relationships.
3¢ Common Errors

Errors in ACORD 125 Supplement submissions can invalidate coverage, breach contracts, or
expose agents to liability.

1. Misstating Endorsement Type
e Error: Listing CG 20 37 when contract requires CG 20 10.
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o Risk: Misrepresentation, breach of contract.
2. Omitting Additional Insureds
o Error: Failing to list landlord or lender.
* Risk: Breach of contract.
3. Misstating Limits
e Error: Listing $1M per occurrence when contract requires $2M.
o Risk: Misrepresentation, breach of contract.
4. Omitting Contractual Requirements
o Error: Failing to list contracts requiring endorsements.
e Risk: Breach of contract.
5. Over-disclosure
e Error: Listing endorsements not required by contracts.

e Risk: Violating client confidentiality.
[l Extended Case Study 1: Southern Builders LLC

Scenario:
Southern Builders LLC requests general liability coverage with CG 20 10 endorsement.

e Contractual Requirement: General contractor requires CG 20 10 ongoing operations
endorsement.

e Endorsement Type: CG 20 10
e Additional Insureds: General contractor, project owner
e Limits: $2M per occurrence / $4M aggregate
e Agent: Jane Smith, MNO Insurance Services
Error: Agent lists CG 20 37 instead of CG 20 10.
Exercise:
e Identify compliance risks.
o Correct endorsement type information.
Answer Key:
o Compliance risk: Misrepresentation, breach of contract.

e Correct endorsement type: CG 20 10.
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[L] Extended Case Study 2: Peachtree Retail LLC

Scenario:
Peachtree Retail LLC signs a lease requiring CG 20 10 endorsement.

Contractual Requirement: Landlord requires CG 20 10 ongoing operations endorsement.
Endorsement Type: CG 20 10

Additional Insureds: Landlord

Limits: $1M per occurrence / $2M aggregate

Agent: Robert Brown, GHI Insurance Services

Error: Agent omits landlord as additional insured.

Exercise:

Identify compliance risks.

Correct additional insured information.

Answer Key:

Compliance risk: Breach of lease agreement.

Correct additional insured: Landlord.

[l Extended Case Study 3: Georgia Manufacturing Solutions LLC

Scenario:
Georgia Manufacturing Solutions LLC secures financing requiring CG 20 37 endorsement.

Contractual Requirement: Lender requires CG 20 37 completed operations
endorsement.

Endorsement Type: CG 20 37
Additional Insureds: Lender
Limits: $2M per occurrence / $4M aggregate

Agent: Sarah Johnson, XYZ Insurance Services

Error: Agent omits lender as additional insured.

Exercise:

Identify compliance risks.

Correct additional insured information.

Answer Key:
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o Compliance risk: Breach of financing agreement.
o Correct additional insured: Lender.
[E7 Practical Exercises
Exercise 1: Endorsement Type
A client requests CG 20 10 endorsement. Agent lists CG 20 37.
Task: Explain compliance risks.

Answer Key: Misstating endorsement type can mislead carriers and clients. Must match
contractual requirement.

Exercise 2: Additional Insureds

A client signs a contract requiring landlord listed as additional insured. Agent omits landlord.
Task: Explain compliance risks.

Answer Key: Omitting additional insured can breach contract.

Exercise 3: Limits

A client signs a contract requiring $2M per occurrence limit. Agent lists $1M.

Task: Explain compliance risks.

Answer Key: Coverage does not meet contractual requirement. Breach of contract.

[l Knowledge Check (Self-Study Quiz)

1. Why must endorsement type on ACORD 125 Supplement match contractual
requirement?

1. To reduce premiums

2. To avoid misrepresentation and breach of contract

3. To satisfy agent requirements
2. What is the compliance risk of omitting additional insureds?

1. None, carriers don’t check

2. Breach of contract

3. Only affects underwriting speed
3. Why must limits be listed accurately on ACORD 125 Supplement?
1. To reduce premiums

1. To avoid misrepresentation and misleading carriers
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1. To satisfy agent requirements
(] Extended Commentary

The ACORD 125 Supplement is where endorsement requirements are documented, but it is
also where stakeholder expectations are tested. Agents must adopt best practices:

e Ensure accuracy of endorsement type.
o List all additional insureds.

e Document limits correctly.

e Provide evidence promptly.

o Protect client confidentiality.

Failure to do so can result in invalid coverage, breached contracts, regulatory violations, and
E&O exposure. Mastery of ACORD 125 Supplement demonstrates professionalism, protects
clients, and builds trust with carriers and stakeholders.

Let’s complete the ACORD 125 Supplement — Commercial General Liability Section (CG 20
10 Additional Insured endorsements and related supplements) module with the final
installment. This section will include a Capstone Assessment walkthrough, reflection
prompts, and a concluding summary.

Capstone Assessment Walkthrough

The Capstone Assessment simulates a full endorsement submission using the ACORD 125
Supplement. Learners must complete the form with provided data, attach supporting
documentation, and identify compliance risks.

Scenario: Georgia Logistics Solutions LLC
e Insured: Georgia Logistics Solutions LLC

o Contractual Requirement: Warehouse lease requires landlord listed as additional
insured via CG 20 10 endorsement.

o Endorsement Type: CG 20 10 (ongoing operations)
o Additional Insureds: Peachtree Properties LLC (landlord), Truist Bank (mortgagee)
e Limits: $2M per occurrence / $4M aggregate
e Agent: Sarah Johnson, XYZ Insurance Services
Step 1: Insured Information
o Enter legal name and address.

o Compliance Risk: Using trade name instead of legal entity.
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Step 2: Contractual Requirements
o Enter warehouse lease requiring CG 20 10 endorsement.
o Compliance Risk: Omitting contract can breach obligations.
Step 3: Endorsement Type
e Enter CG 20 10 (ongoing operations).
o Compliance Risk: Misstating endorsement type can mislead carriers and clients.
Step 4: Additional Insureds
o Enter Peachtree Properties LLC and Truist Bank.
o Compliance Risk: Omitting additional insureds can breach contracts.
Step 5: Limits
e Enter $2M per occurrence / $4M aggregate.
o« Compliance Risk: Misstating limits can mislead carriers and clients.
Step 6: Agent Information
e Enter Sarah Johnson’s name, address, and contact information.
o Compliance Risk: Omitting agent details can delay communication.
[l Reflection Prompts
1. Accuracy:
o Did you verify endorsement type?
o Did you report limits accurately?
2. Compliance:
o Did you list all contractual requirements?
o Did you list all additional insureds?
3. Completeness:
o Did you fill in every section of the form?
o Did you provide agent contact information?
4. Professionalism:
e Is the form clear, consistent, and free of errors?

o« Would a carrier view this as a “clean submission”?
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[E7 Extended Reflection Exercise
Scenario: Imagine you are submitting this ACORD 125 Supplement to three different carriers.
e Carrier Ais conservative and risk-averse.
o Carrier B is aggressive and seeks growth.
e Carrier C is mid-market and values complete documentation.
Questions:
e How might each carrier view the CG 20 10 endorsement request?
e How might each carrier respond to incomplete documentation?

e How can you tailor your submission to meet each carrier’s expectations without
misrepresentation?

[l Knowledge Check (Self-Study Quiz)

1. Why must endorsement type on ACORD 125 Supplement match contractual
requirement?

1. To reduce premiums
2. To avoid misrepresentation and breach of contract
3. To satisfy agent requirements
2. What is the compliance risk of omitting additional insureds?
1. None, carriers don’t check
2. Breach of contract
3. Only affects underwriting speed
3. Why must limits be listed accurately on ACORD 125 Supplement?
1. To reduce premiums
2. To avoid misrepresentation and misleading carriers
3. To satisfy agent requirements
4. Why must contractual requirements be listed on ACORD 125 Supplement?
1. To reduce premiums
1. To meet contractual obligations

1. To satisfy agent requirements
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] concluding Summary

The ACORD 125 Supplement — Commercial General Liability Section is the core endorsement
documentation tool for general liability coverage. It captures insured information, contractual
requirements, endorsement type, additional insureds, limits, and agent information.

Key Takeaways
e Accuracy matters: Endorsement type and limits must be precise.

e Compliance discipline: Contractual requirements and additional insureds must be
listed.

o Documentation required: Evidence must be provided before contracts are signed.

o Professionalism builds trust: Clean, complete submissions strengthen agent-carrier
relationships and reassure stakeholders.

o Stakeholder focus: Tailor submissions to general contractors, project owners,
landlords, lenders, and vendors.

Final Thought

Mastery of the ACORD 125 Supplement is not just about filling out a form—it is about meeting
contractual obligations, transferring risk appropriately, and demonstrating professional
integrity. Agents who excel at ACORD 125 Supplement show the highest standards of
compliance, efficiency, and client advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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F] Module 1 - Ethics in Property & Casualty Insurance (Part 1)

@ Learning Objectives
By the end of this module, learners will be able to:

o Define ethics in the context of property & casualty insurance.

e Explain fiduciary duty and conflicts of interest.

e Recognize common ethical dilemmas in P&C sales and claims.

e Apply ethical principles to real-world scenarios.

o Understand Georgia’s expectations for ethical conduct in insurance practice.
Section 1 — What Do We Mean by “Ethics”?

Ethics is one of those words that everyone recognizes but few pause to define. At its core,
ethics refers to the principles of right and wrong that guide human behavior. It is not simply
about following rules or avoiding punishment; it is about making choices that reflect integrity,
fairness, and respect for others. In the world of property and casualty (P&C) insurance, ethics
plays a particularly vital role. Insurance is not a tangible product—it is a promise. Clients pay
premiums today in exchange for the assurance that, should disaster strike tomorrow, their
insurer will be there to help them recover. That promise is built on trust, and trust can only be
sustained when professionals act ethically.

In this section, we will explore what ethics means in the insurance context, why it goes beyond
mere compliance with the law, and how professional codes of conduct and public trust shape
the expectations of producers and insurers alike.

8B Moral vs. Legal Obligations

One of the most important distinctions to make at the outset is between what is legal and what
is ethical. The law provides a baseline: it sets minimum standards of behavior that society
requires. But ethics asks a deeper question: What is the right thing to do?

¢« Not everything legal is ethical.
For example, a producer might technically comply with disclosure requirements by
burying critical information in fine print. Legally, they may have fulfilled their duty.
Ethically, however, they have failed the client by obscuring information that should have
been explained clearly. The client may later feel misled, even if no law was broken.

o Ethics fills the gaps where the law is silent.
Laws cannot anticipate every possible situation. Consider a scenario where a producer
knows a client is about to purchase coverage that is ill-suited to their needs. The law
may not explicitly forbid the sale, but ethics demands that the producer intervene,
explain the mismatch, and recommend a better option—even if it means losing a
commission.
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The spirit vs. the letter of the law.

Ethical professionals recognize that compliance is not just about checking boxes. It is
about honoring the spirit of regulations, which are designed to protect consumers and
ensure fairness. Acting ethically means asking, “Would this decision stand up to scrutiny
if my client, my peers, or the public knew all the details?”

This distinction between moral and legal obligations is crucial in insurance because the stakes
are so high. Clients depend on producers to guide them through complex products that they
often do not fully understand. Exploiting that imbalance of knowledge may be legal in some
cases, but it is never ethical.

Tl Professional Codes of Conduct

Recognizing the importance of ethics, many insurers, regulators, and professional associations
have developed formal codes of conduct. These codes serve as roadmaps for ethical decision-
making and reinforce the idea that professionalism requires more than technical competence.

Industry-wide standards.

Organizations such as the National Association of Insurance Commissioners (NAIC) and
state insurance departments establish rules and guidelines that producers must follow.
While these often carry the force of law, they also articulate ethical expectations, such as
honesty, transparency, and fairness.

Company-specific codes.

Many insurers publish their own codes of ethics for employees and producers. These
documents typically emphasize values like integrity, respect, and accountability. They
may include practical examples of ethical dilemmas and guidance on how to resolve
them.

Professional associations.

Groups like the Chartered Property Casualty Underwriters (CPCU) Society or the
National Association of Insurance and Financial Advisors (NAIFA) promote ethical
standards among their members. By joining such organizations, professionals commit to
upholding higher standards than the law alone requires.

Why codes matter.

Codes of conduct provide clarity in ambiguous situations. They also create a shared
culture of accountability. When everyone in an organization understands and commits to
the same ethical principles, it becomes easier to resist pressures that might otherwise
lead to questionable behavior.

Importantly, codes of conduct are not meant to replace personal judgment. They are tools to
guide decision-making, but ultimately, each professional must internalize ethical principles and
apply them consistently.

 Public Trust: The Foundation of Insurance
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Perhaps the most compelling reason to prioritize ethics in insurance is the role of public trust.
Insurance is not like buying a car or a piece of furniture. When clients purchase a policy, they
are buying a promise that may not be tested for years—or may never be tested at all. This
unique dynamic makes trust the lifeblood of the industry.

Insurance as a promise.

A policyholder pays premiums faithfully, often without ever filing a claim. They trust that if
disaster strikes, the insurer will honor its commitment. If producers or insurers act
unethically—by denying valid claims, misrepresenting coverage, or prioritizing profits
over people—that trust is shattered.

The ripple effect of ethical lapses.

When one producer or company behaves unethically, it damages the reputation of the
entire industry. Clients may become skeptical of all insurers, assuming that everyone is
out to take advantage of them. This erosion of confidence makes it harder for ethical
professionals to build relationships and serve clients effectively.

Trust as a competitive advantage.

On the positive side, ethical behavior builds loyalty. Clients who feel respected and well-
served are more likely to stay with their insurer, recommend them to others, and view
insurance as a valuable safety net rather than a necessary evil. In this way, ethics is not
just a moral obligation—it is also good business.

The social contract.

Beyond individual transactions, insurance plays a vital role in society. It enables people
to recover from losses, businesses to take risks, and communities to rebuild after
disasters. For this system to function, the public must believe that insurers will keep their
promises. Ethical conduct is therefore not optional; it is essential to the stability of the
entire economy.

¥ Building an Ethical Mindset

Understanding the importance of ethics is one thing; practicing it consistently is another. For
insurance professionals, cultivating an ethical mindset requires ongoing effort.

Education and training.

Many states require continuing education in ethics as part of license renewal. These
courses help producers stay current on regulations and reinforce the importance of
ethical decision-making.

Self-reflection.

Professionals should regularly ask themselves: “Am | acting in the best interest of my
client? Would | be comfortable if my actions were made public? Am | upholding the trust
placed in me?”

Organizational culture.
Companies must foster environments where ethical behavior is rewarded and unethical
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behavior is not tolerated. This includes providing safe channels for reporting concerns
and ensuring that sales goals do not create perverse incentives.

e Leading by example.
Senior professionals and managers set the tone. When leaders demonstrate integrity, it
encourages others to do the same. Conversely, when leaders cut corners, it signals that
ethics are negotiable.

[T Conclusion

Ethics in P&C insurance is not a box to check or a hurdle to clear—it is the foundation of
professional practice. While the law sets minimum standards, true professionalism requires
going beyond compliance to embrace honesty, transparency, and fairness. Professional codes
of conduct provide guidance, but the ultimate responsibility lies with each individual to act with
integrity. Most importantly, ethical behavior sustains public trust, without which the insurance
industry cannot function.

In the end, ethics is about more than avoiding misconduct. It is about honoring the promise at
the heart of insurance: to be there for clients when they need it most. By prioritizing ethics,
producers not only protect their clients but also strengthen the reputation and resilience of the
entire industry.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Section 2 — Ethical Dilemmas in Practice

Understanding ethics in theory is one thing; applying it in the day-to-day world of P&C insurance
is another. Producers often face situations where the “right” choice is not immediately obvious,
or where competing pressures—such as sales goals, client demands, and company policies—
pull them in different directions. These moments are where ethics is tested most.

8B Common Ethical Dilemmas for Producers

e Disclosure vs. Sales Pressure
A producer may be tempted to gloss over exclusions in a policy to close a sale quickly.
While this might boost short-term revenue, it risks long-term damage if the client later
discovers they were misled.

e Client Needs vs. Commission Incentives
Some products pay higher commissions than others. An ethical producer must resist the
temptation to recommend a product based on personal financial gain rather than the
client’s best interest.

o Confidentiality vs. Company Demands
Producers often learn sensitive details about clients’ finances, health, or personal lives.
Sharing this information improperly—even with colleagues—can breach trust, even if it is
not technically illegal.
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Claims Advocacy vs. Company Loyalty

When a client’s claim is denied, the producer may feel torn between supporting the client
and maintaining a good relationship with the insurer. Ethical practice requires advocating
for fairness, even if it creates tension.

€3 Case Study Examples

The Underinsured Homeowner

A client insists on purchasing the cheapest homeowners policy, even though the
producer knows it won’t cover replacement costs in the event of a fire. The ethical choice
is to explain the risks clearly, document the conversation, and encourage the client to
make an informed decision—even if it means losing the sale.

The “Preferred Carrier” Push

A company pressures its agents to place business with a particular carrier due to a
partnership agreement. An ethical producer must weigh whether that carrier truly offers
the best coverage for the client, rather than blindly following company directives.

The Claim Delay

A producer learns that a client’s claim is being delayed due to internal inefficiencies.
While it may be easier to stay silent, the ethical path is to escalate the issue and
advocate for timely resolution.

R Tools for Ethical Decision-Making

When faced with dilemmas, producers can use structured approaches to guide their choices:

1.
2.

3.
4.

The Transparency Test — Would | be comfortable if this decision were made public?

The Client Test — Am | acting in the best interest of the client, even if it costs me
personally?

The Long-Term Test — Will this decision build or erode trust over time?

The Code Test — Does this align with my company’s or association’s code of ethics?

By asking these questions, producers can slow down, reflect, and avoid impulsive decisions that
may later prove damaging.

@ Why Ethical Choices Matter

Every ethical decision has ripple effects. A single lapse can harm a client financially, damage a
producer’s reputation, and weaken public trust in the industry. Conversely, consistent ethical
behavior builds credibility, strengthens client relationships, and contributes to a healthier
insurance marketplace overall.
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Section 3 — Building an Ethical Culture in Agencies

Ethics is not just an individual responsibility; it is also a collective one. The culture of an agency
or insurance company has a profound impact on how producers behave. Even the most
principled professional can struggle to act ethically if they are surrounded by conflicting
incentives, unclear expectations, or a lack of support.

[Z] The Role of Leadership

Tone at the top.

Leaders set the standard. When managers and executives demonstrate integrity in their
decisions, it signals to employees that ethics is a priority. Conversely, when leaders cut
corners, employees may feel pressured to do the same.

Clear expectations.

Agencies should articulate their ethical standards in writing and reinforce them regularly.
This includes codes of conduct, training programs, and open discussions about ethical
challenges.

Accountability.
Leaders must hold themselves and others accountable. If unethical behavior is ignored
or excused, it undermines the entire culture.

& Training and Reinforcement

Ongoing education.
Ethics training should not be a one-time event. Regular workshops, case studies, and
scenario-based discussions help keep ethical principles top of mind.

Practical application.
Training should focus on real-world dilemmas producers are likely to face. This makes
the lessons more relevant and easier to apply.

Encouraging dialogue.
Agencies should create safe spaces for employees to raise concerns, ask questions,
and seek guidance without fear of retaliation.

@ Aligning Incentives

Sales goals vs. client needs.
Compensation structures should reward long-term client satisfaction, not just short-term
sales. Otherwise, producers may feel pressured to prioritize volume over value.

Recognition of ethical behavior.
Agencies can reinforce positive behavior by celebrating employees who demonstrate
integrity, even when it comes at a personal cost.
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@ The Ripple Effect of Culture

A strong ethical culture benefits everyone:

Clients receive honest, transparent service.

Producers feel supported in doing the right thing.

Agencies build reputations that attract both customers and talent.

In short, culture is the soil in which ethical behavior grows—or withers. Agencies that invest in
cultivating integrity reap long-term rewards.

Section 4 — The Role of Ethics in Long-Term Client Relationships

While ethics is often discussed in terms of avoiding misconduct, its true power lies in building
lasting trust. In insurance, where relationships often span years or decades, ethical behavior is
the foundation of client loyalty.

 Trust as a Business Asset

Retention.
Clients who feel respected and well-served are far less likely to shop around for new
coverage. Ethical behavior reduces churn and strengthens retention.

Referrals.
Satisfied clients become advocates. They recommend their producer to friends, family,
and colleagues, creating organic growth.

Reputation.

In an industry where word of mouth is powerful, a reputation for integrity is invaluable.
One unethical act can undo years of goodwill, but consistent ethical behavior builds a
brand that clients trust.

Ethics in Everyday Interactions

Clarity in communication.
Explaining coverage in plain language, highlighting exclusions, and ensuring clients truly
understand their policies.

Proactive service.
Reaching out to clients when their needs change, rather than waiting for them to
discover gaps in coverage.

Claims advocacy.
Standing by clients during stressful times, ensuring they receive fair treatment and timely
resolution.
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¥ Ethics as a Long-Term Investment

Ethical behavior may not always maximize short-term profits, but it pays dividends over time.
Producers who consistently put clients first build relationships that endure. These relationships,
in turn, create stability for agencies and strengthen the industry as a whole.

Closing Thoughts

Ethics in P&C insurance is not an abstract concept—it is the daily practice of honoring
promises, protecting clients, and upholding public trust. From understanding the difference
between legal and moral obligations, to navigating real-world dilemmas, to building ethical
cultures and long-term relationships, ethics is the thread that ties the profession together.

Ultimately, insurance is about people helping people in times of need. By committing to ethical
behavior, producers and agencies ensure that this promise remains strong, credible, and worthy
of the trust placed in them.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Section 5 — The Ethics Toolkit: Practical Guides for Daily Use

Ethics can feel abstract until you have tools to apply it in the moment. This section provides
practical resources that producers, managers, and staff can use to stay grounded in ethical
principles, even under pressure.

Quick Ethics Checklist for Producers
Before finalizing a sale, recommendation, or claim interaction, ask yourself:

1. Clarity — Have | explained the product in plain language, including exclusions and
limitations?

2. Transparency — Would the client feel fully informed if they reviewed this conversation
later?

3. Client First — Am | recommending what best serves the client’s needs, not my own
incentives?

4. Documentation — Have | recorded the discussion and rationale clearly in case of future
review?

5. Public Test — Would | be comfortable if this decision were reported in the news or
shared publicly?

If the answer to any of these is “no,” pause and reconsider.
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> Red Flag Indicators of Unethical Behavior

Watch for these warning signs in yourself, colleagues, or organizational practices:

Overemphasis on sales quotas without equal focus on client satisfaction.
Pressure to push a preferred carrier regardless of suitability.
Withholding or burying information in fine print rather than explaining it.
Rationalizations like “everyone does it” or “it’s technically legal.”

Lack of documentation or reluctance to put explanations in writing.

A culture where raising concerns is discouraged or punished.

Spotting these early helps prevent small lapses from becoming systemic problems.

Decision-Making Framework: The “Four Lenses”

When faced with a dilemma, evaluate your options through these four perspectives:

1.

2
3.
4

Legal Lens — Is it compliant with laws and regulations?
Ethical Lens — Is it honest, fair, and respectful of the client’s trust?
Professional Lens — Does it align with industry codes of conduct and company values?

Reputation Lens — How would this decision affect my credibility and the agency’s
reputation?

If an action fails under any lens, it's a signal to stop and seek alternatives.

R Practical Tools for Agencies

Ethics Hotline or Ombudsman — A confidential way for staff to raise concerns.

Scenario-Based Training — Regular role-plays of common dilemmas to practice
responses.

Ethics Champions — Designated team members who model and reinforce ethical
behavior.

Balanced Scorecards — Performance metrics that weigh client satisfaction and
compliance alongside sales.

3% Daily Habits for Ethical Practice

Begin each client interaction with the mindset: “How can I protect this person’s best
interests?”

Take time to listen actively before recommending solutions.

Keep policies and procedures visible—don’t rely on memory alone.
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e Encourage peer accountability: check in with colleagues if you see questionable
practices.

o End each day with a quick reflection: “Did I act with integrity in every interaction today?”
Final Wrap-Up

With this toolkit, ethics becomes more than a concept—it becomes a daily practice. By using
checklists, spotting red flags, applying decision frameworks, and reinforcing ethical culture,
producers and agencies can consistently uphold the trust that clients place in them.

Ethics is not just about avoiding mistakes; it's about building a reputation for reliability, fairness,
and care. In an industry built on promises, these tools help ensure that every promise made is a
promise kept.

8] Module 2 - A Training Manual for Producers and Staff
Section 1 — What Do We Mean by “Ethics”?
Learning Objectives
o Define ethics and distinguish it from compliance with the law.
e Explain why ethical behavior is essential in insurance.
e Recognize the role of professional codes of conduct and public trust.
Content Summary

Ethics refers to principles of right and wrong that guide professional behavior. In P&C insurance,
ethics goes beyond legal compliance. A producer may follow the law yet still act unethically by
misleading a client, concealing information, or prioritizing personal gain. Professional codes of
conduct and the need for public trust reinforce why ethics is foundational to the industry.

Key Takeaways
e Legal # Ethical: The law sets minimum standards; ethics demands more.

e Codes of Conduct: Industry and company codes provide guidance but require personal
judgment.

e Public Trust: Insurance is a promise; ethical lapses erode confidence in the entire
system.

Discussion Questions
1. Can you think of a situation where something was legal but not ethical?
2. Why is public trust more critical in insurance than in many other industries?

3. How might you explain the difference between “letter of the law” and “spirit of the law” to
a new producer?
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Section 2 — Ethical Dilemmas in Practice

Learning Objectives
o Identify common ethical dilemmas faced by producers.
o Apply structured approaches to resolve ethical conflicts.
o Understand the consequences of ethical lapses.

Content Summary

Producers often face gray areas: disclosure vs. sales pressure, client needs vs. commission
incentives, confidentiality vs. company demands. Case studies illustrate how ethical choices
protect clients and reputations. Decision-making frameworks help professionals navigate these
dilemmas.

Key Takeaways

o Dilemmas are common: Sales pressure, disclosure, and claims advocacy often create
conflicts.

o Frameworks help: Tests like the Transparency Test or Client Test guide decisions.

e Ripple effects: One lapse can harm clients, reputations, and industry trust.
Discussion Questions

1. Which ethical dilemma do you think is most common in your role?

2. How would you apply the “Transparency Test” in a client meeting?

3. What are the long-term consequences of prioritizing commission over client needs?
Section 3 — Building an Ethical Culture in Agencies
Learning Objectives

o Understand the role of leadership in shaping ethical culture.

e Recognize how training, incentives, and accountability reinforce ethics.

o |dentify practices that foster open dialogue and trust.
Content Summary

Ethics is not just individual—it’s cultural. Leaders set the tone, training reinforces expectations,
and incentives must align with client needs. Agencies that reward integrity and create safe
spaces for dialogue build stronger, more resilient teams.

Key Takeaways
o Tone at the top: Leaders model integrity.

o Training matters: Ongoing, scenario-based training keeps ethics relevant.
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e Incentives shape behavior: Rewarding client satisfaction prevents misaligned priorities.
Discussion Questions

1. How can leaders demonstrate ethical behavior in daily operations?

2. What role does training play in preventing ethical lapses?

3. How might sales incentives unintentionally encourage unethical behavior?
Section 4 — The Role of Ethics in Long-Term Client Relationships
Learning Objectives

e Explain how ethics builds client loyalty and referrals.

o Identify ethical practices in everyday client interactions.

e Recognize ethics as a long-term investment in reputation.
Content Summary

Ethics is not just about avoiding misconduct—it’s about building trust. Clear communication,
proactive service, and claims advocacy strengthen relationships. Ethical behavior creates
retention, referrals, and reputational advantages.

Key Takeaways
o Trust = Retention: Clients stay loyal when they feel respected.
o Ethics in action: Clarity, proactivity, and advocacy are daily practices.
e Long-term payoff: Ethical behavior builds reputations that sustain growth.
Discussion Questions
1. How does ethical behavior influence client retention?
2. What are examples of proactive service that demonstrate ethics?
3. Why is reputation considered a business asset in insurance?
Section 5 — The Ethics Toolkit: Practical Guides for Daily Use
Learning Objectives
e Apply checklists and frameworks to real-time decisions.
e Recognize red flags that signal unethical practices.

o Develop daily habits that reinforce integrity.
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Content Summary

This toolkit provides practical resources: a quick ethics checklist, red-flag indicators, a four-lens
decision framework, and daily habits. Agencies can also implement hotlines, ethics champions,
and balanced scorecards to reinforce culture.

Key Takeaways
o Checklists guide action: Clarity, transparency, client first, documentation, public test.
o Red flags warn early: Sales pressure, withheld information, rationalizations.
o Frameworks clarify choices: Legal, ethical, professional, and reputation lenses.
Discussion Questions
1. Which checklist item do you find most useful in your daily work?
2. What red flags have you observed in past roles or organizations?
3. How could you apply the “Four Lenses” framework to a claims dispute?
Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Final Notes for Trainers

o Use this manual interactively: Encourage role-plays, group discussions, and reflection
exercises.

e Reinforce regularly: Ethics is not a one-time lesson but an ongoing practice.

o Connect to mission: Remind staff that ethical behavior sustains public trust and fulfills
the promise at the heart of insurance.

Case Study Handouts: Ethics in P&C Insurance
Case Study 1 — The Cheapest Policy

Scenario:

A homeowner insists on purchasing the lowest-cost policy available. The producer knows the
coverage limits are inadequate and that the client would be severely underinsured in the event
of a fire.

Guiding Questions:
1. What are the producer’s legal obligations in this situation?
2. What are the ethical obligations beyond the law?
3. How could the producer apply the Quick Ethics Checklist here?
4

What are the potential long-term consequences for the client and the agency?
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Case Study 2 — Commission vs. Client Needs

Scenario:
A producer has two products to recommend. One pays a higher commission but offers less
favorable terms for the client. The other pays less commission but is clearly the better fit.

Guiding Questions:
1. Which “lens” of the Four Lenses Framework is most relevant here?
How should the producer balance personal financial incentives with client needs?

What red flags might indicate unethical behavior in this scenario?

A w0 N

How could the agency’s culture influence the producer’s decision?
Case Study 3 — The Claims Delay

Scenario:
A client’s claim has been delayed due to internal inefficiencies at the insurer. The producer is
aware of the delay but has not communicated updates to the client.

Guiding Questions:
1. What ethical responsibilities does the producer have toward the client?
2. How might this situation affect public trust if left unresolved?
3. Which daily ethical habit (from the toolkit) could prevent this issue?
4

How should the producer advocate for the client while maintaining professionalism with
the insurer?

Case Study 4 — Confidential Information

Scenario:
During the application process, a client shares sensitive financial and personal details. Later, a
colleague asks the producer for this information to “help with marketing.”

Guiding Questions:

1. What are the confidentiality risks here?

2. How do professional codes of conduct address this type of situation?

3. What would be the ethical response to the colleague’s request?

4. How could the producer explain their refusal in a way that reinforces ethical culture?
Case Study 5 — The Preferred Carrier Push

Scenario:
An agency has a partnership with a specific carrier and pressures producers to place business
there, even when another carrier offers better coverage for the client.
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Guiding Questions:
1. How does this scenario test the difference between legal and ethical obligations?
What role does agency culture play in shaping the producer’s decision?

How might this affect long-term client relationships?

r w N

What strategies could a producer use to resist pressure while maintaining Section 2 —
Fiduciary Duty in Property & Casualty Insurance

In the world of property and casualty (P&C) insurance, producers are more than salespeople.
They are fiduciaries—professionals entrusted with both the financial resources and the
confidence of their clients. This fiduciary role carries profound responsibilities: to act in the
client’s best interest, to safeguard funds, to disclose material information, and to remain loyal to
client needs above personal gain.

Understanding fiduciary duty is not optional. It is the foundation of ethical practice, the backbone
of regulatory compliance, and the key to sustaining public trust in the insurance industry. This
section explores what fiduciary duty means in practice, why it matters, and how breaches can
have serious consequences.

8B What Does Fiduciary Duty Mean?

The term “fiduciary” comes from the Latin word fiducia, meaning trust. A fiduciary is someone
who has a legal and ethical obligation to act in the best interests of another party. In insurance,
producers are fiduciaries because:

e They handle client funds, such as premium payments.
e They possess specialized knowledge that clients rely on.
e They make recommendations that directly affect clients’ financial security.

This fiduciary role means producers must rise above self-interest. They cannot simply do what
is most profitable for themselves or most convenient for their agency. Instead, they must
consistently ask: What is best for the client?

Handling Premiums: Safeguarding Client Funds

One of the clearest fiduciary responsibilities is the proper handling of premiums. When a client
writes a check or submits payment, they are entrusting the producer with money that is not the
producer’s to keep. That money belongs to the insurer until coverage is bound, and mishandling
it is both an ethical breach and a regulatory violation.

Key Principles

o Prompt Remittance: Premiums must be forwarded to the insurer or placed in a
designated trust account without delay. Holding onto funds for convenience or cash flow
purposes is unacceptable.
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e No Commingling: Client funds must never be mixed with personal or business
operating accounts. Commingling creates confusion, increases the risk of misuse, and
violates Department of Insurance (DOI) regulations.

o Transparency: Clients should receive receipts or confirmations of payment, ensuring
they know their funds are secure and properly applied.

Why It Matters

Improper handling of premiums undermines trust. Clients assume their coverage is in force
once they pay. If funds are delayed, misapplied, or misused, clients may unknowingly be left
uninsured. Beyond the financial harm, such breaches damage the credibility of the entire
industry.

&2 Disclosure: Telling the Whole Truth

Another core fiduciary duty is disclosure. Insurance products are complex, filled with exclusions,
limitations, and conditions that can dramatically affect coverage. Producers have a duty to
ensure clients understand what they are buying—not just the benefits, but also the limitations.

Key Principles

e Policy Limitations: Producers must explain what is not covered, not just what is. For
example, a homeowner’s policy may exclude flood damage. If the client is unaware, they
may face devastating losses.

e Exclusions: Every policy has exclusions, and producers must highlight them clearly.
Burying them in fine print or glossing over them is unethical.

o Costs and Fees: Clients deserve full transparency about premiums, deductibles, and
any additional fees. Surprises erode trust.

Why It Matters

Disclosure is about fairness. Clients rely on producers to guide them through complex contracts.
If producers fail to disclose material information, clients cannot make informed decisions. Even if
the omission is unintentional, the result can be financial harm and loss of trust.

 Loyalty: Putting Clients First

Perhaps the most challenging fiduciary duty is loyalty. Producers are often compensated
through commissions, which can create conflicts of interest. A product that pays a higher
commission may not be the best fit for the client. Fiduciary duty requires producers to put aside
personal incentives and recommend what truly serves the client’s needs.

Key Principles

e Client-Centered Recommendations: Every recommendation should be based on the
client’s risk profile, budget, and coverage needs—not on commission structures.
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o Avoiding Conflicts of Interest: If a potential conflict exists, it must be disclosed. For
example, if an agency has a preferred carrier agreement, clients should know this.

¢ Long-Term Perspective: Producers who prioritize client needs build lasting
relationships, which ultimately benefits both the client and the agency.

Why It Matters

Loyalty is the essence of fiduciary duty. Without it, clients cannot trust that their producer is truly
advocating for them. Ethical producers recognize that loyalty to clients is not only the right thing
to do but also the most sustainable business strategy.

& Case Example: A Georgia Agent’s Breach

To illustrate the seriousness of fiduciary duty, consider a real-world case from Georgia. An
insurance agent deposited client premium checks into a personal account before forwarding
them to the insurer.

What Happened
e The agent received premium payments from clients.

e Instead of remitting them promptly, the agent deposited the funds into a personal bank
account.

e This created a risk that the funds could be spent or delayed, leaving clients uninsured.
The Consequences

e The Georgia Department of Insurance investigated.

e The agent was fined and had their license suspended.

e The case became a cautionary tale within the industry.
Lessons Learned

This case demonstrates that fiduciary breaches are not just ethical lapses—they are regulatory
violations with real consequences. Mishandling funds, even temporarily, undermines trust and
invites disciplinary action. It also highlights how quickly a career can be derailed by failing to
uphold fiduciary duty.

Q Fiduciary Duty as Both Ethical and Regulatory

Fiduciary duty is unique because it straddles both ethics and law. Many ethical principles are
aspirational, but fiduciary obligations are codified in statutes and regulations. Departments of
Insurance across the country enforce strict rules on premium handling, disclosure, and loyalty.

« Ethical Dimension: Producers must act with honesty, transparency, and loyalty.
e Regulatory Dimension: Producers must comply with laws governing trust accounts,

disclosures, and conflicts of interest.
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Failing in fiduciary duty means failing on both fronts. It is not just a matter of personal integrity—
it is @ matter of professional survival.

4R Best Practices for Upholding Fiduciary Duty
To consistently meet fiduciary obligations, producers can adopt practical best practices:

1. Use Trust Accounts: Maintain separate accounts for client funds, with clear records of
deposits and remittances.

2. Document Everything: Keep written records of disclosures, recommendations, and
client communications.

3. Educate Clients: Take time to explain policies in plain language, ensuring clients
understand coverage and exclusions.

4. Review Compensation Structures: Be aware of how commissions may influence
recommendations, and guard against bias.

5. Seek Guidance: When in doubt, consult compliance officers, supervisors, or regulatory
resources.

@ The Broader Impact of Fiduciary Duty

Fiduciary duty is not just about avoiding fines or suspensions. It is about sustaining the
credibility of the insurance industry as a whole. When producers honor their fiduciary role:

e Clients benefit from fair treatment and reliable coverage.
e Agencies benefit from stronger reputations and client loyalty.
o The industry benefits from public trust, which is essential for its continued viability.

Conversely, when fiduciary duty is breached, the damage extends beyond one client or one
producer. It erodes confidence in the entire system.

[T Conclusion

Fiduciary duty is the heart of professionalism in P&C insurance. Producers are entrusted with
client funds, client information, and client confidence. That trust carries weighty responsibilities:
to handle premiums properly, to disclose material information, and to remain loyal to client
needs above personal gain.

The Georgia case study shows how breaches of fiduciary duty are both ethical failures and
regulatory violations, with serious consequences. But beyond compliance, fiduciary duty is
about honoring the promise at the core of insurance: to protect clients when they need it most.

By embracing fiduciary duty as both a legal requirement and a moral compass, producers not
only safeguard their own careers but also strengthen the trust that sustains the entire insurance

Page 415 of 470



Section 3 — Conflicts of Interest in Property & Casualty Insurance

In the insurance profession, trust is the currency that sustains every client relationship.
Producers are expected to act as advisors, guiding clients toward coverage that best protects
their assets and financial well-being. But what happens when a producer’s personal interests
collide with their professional obligations? That's where conflicts of interest arise.

A conflict of interest occurs when a producer’s judgment or recommendations could be
influenced—consciously or unconsciously—by personal gain, relationships, or incentives that do
not align with the client’s best interest. While conflicts are not always avoidable, they must
always be disclosed and managed. Failing to do so undermines fiduciary duty, erodes public
trust, and can lead to regulatory penalties.

8B Defining Conflicts of Interest

At its core, a conflict of interest is a situation where personal benefit competes with professional
responsibility. In P&C insurance, this often means a producer has something to gain—financially
or otherwise—by steering a client toward a particular product, service, or provider, even if it is
not the best option for the client.

Conflicts can be:
e Financial — Higher commissions, bonuses, or gifts that bias recommendations.
e Relational — Referrals to family or friends’ businesses without disclosure.
e Organizational — Pressure from an agency or carrier to push certain products.

The key issue is not whether conflicts exist—they inevitably do—but whether they are disclosed,
managed, and resolved in favor of the client.

Example 1: Commission-Driven Recommendations

One of the most common conflicts arises when producers recommend policies that pay higher
commissions, even if better alternatives exist.

e Scenario: A producer has two auto policies to offer. Policy A pays a 15% commission
but has higher premiums and fewer benefits. Policy B pays a 10% commission but offers
broader coverage at a lower cost. Choosing Policy A benefits the producer financially but
disadvantages the client.

o Ethical Analysis: Fiduciary duty requires loyalty to the client. Recommending Policy A
without disclosing the commission structure is a conflict of interest. Even if the producer
rationalizes that “both policies provide coverage,” the client is not receiving the most
suitable option.

e Best Practice: Producers should disclose commission structures when relevant and
always document why a particular recommendation was made. Transparency builds
trust and protects against accusations of self-dealing.

Page 416 of 470



[] Example 2: Steering Toward Affiliated Businesses

Another common conflict arises when producers refer clients to affiliated businesses—such as
repair shops, contractors, or financial services—without disclosure.

Scenario: An agent refers all clients with auto claims to their brother’s repair shop. While
the shop may provide adequate service, clients are not informed of the family
connection.

Ethical Analysis: The lack of disclosure creates a conflict. Clients may assume the
referral is based solely on quality, not personal ties. If the shop provides subpar service,
the client may feel misled and lose trust in the agent.

Best Practice: Producers should disclose any personal or financial interest in referrals.
A simple statement such as, “l want to let you know this shop is owned by my brother,
but | can also provide other options,” preserves transparency and allows the client to
make an informed choice.

{Il Example 3: Gifts and Incentives

Accepting gifts, bonuses, or incentives from insurers or vendors can also create conflicts.

Scenario: A producer is offered a weekend getaway if they meet a quota for selling a
specific auto policy. The incentive may subconsciously bias the producer toward
recommending that policy, even if it is not the best fit for every client.

Ethical Analysis: Even if the policy is suitable for some clients, the incentive creates a
perception of bias. Clients expect recommendations to be based on their needs, not on
the producer’s perks.

Best Practice: Many agencies and regulators prohibit or limit gifts and incentives.
Producers should avoid accepting anything that could compromise—or appear to
compromise—their objectivity.

Q Case Scenarios for Learner Analysis

Scenario 1: The Bonus Auto Policy

A producer is offered a $500 bonus for every auto policy sold with a specific carrier. The policy is
competitive but not always the best option for every client.

Discussion Questions:

1.

What is the conflict of interest in this scenario?

2. How should the producer disclose or manage it?

3. What are the risks of failing to disclose the incentive?
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Scenario 2: The Family Repair Shop

An agent refers all clients to their cousin’s repair shop for auto claims. The shop is competent,
but clients are not told about the family connection.

Discussion Questions:
1. Why is disclosure important in this scenario?
2. How might clients feel if they later discover the relationship?
3. What would be a more ethical way to handle referrals?

& Why Conflicts of Interest Matter

Conflicts of interest are not just technicalities—they strike at the heart of trust. Clients rely on
producers to be objective advisors. When conflicts are hidden or unmanaged, clients may feel
exploited, leading to reputational damage and regulatory scrutiny.

o Erosion of Trust: Even the perception of bias can damage relationships.

o Regulatory Consequences: Departments of Insurance may impose fines, suspensions,
or license revocations for undisclosed conflicts.

¢ Industry Reputation: High-profile conflicts harm not just one producer but the credibility
of the entire insurance profession.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

R Managing Conflicts of Interest

Producers cannot eliminate all conflicts, but they can manage them responsibly. Best practices
include:

1. Full Disclosure: Always inform clients of any personal or financial interest that could
influence recommendations.

2. Client Choice: Provide multiple options and let clients decide, rather than steering them
toward a single solution.

3. Documentation: Record disclosures and client decisions in writing.

4. Agency Policies: Agencies should establish clear guidelines on gifts, referrals, and
commissions.

5. Ethical Culture: Encourage open discussion of conflicts so producers feel supported in
making transparent choices.
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@ The Broader Perspective

Conflicts of interest are not unique to insurance—they exist in law, medicine, finance, and
countless other professions. What sets ethical professionals apart is how they handle them. In
insurance, where products are complex and trust is paramount, managing conflicts with
transparency and integrity is essential.

By acknowledging conflicts, disclosing them, and prioritizing client needs, producers
demonstrate professionalism and strengthen the foundation of public trust. Conversely, ignoring
or concealing conflicts risks not only regulatory penalties but also the erosion of the very
relationships that sustain the business.

[T Conclusion

Conflicts of interest are an inevitable part of professional life, but they need not undermine
ethical practice. In P&C insurance, producers face conflicts when commissions, relationships, or
incentives tempt them to prioritize personal gain over client needs.

The key is transparency. By disclosing conflicts, documenting decisions, and consistently
putting clients first, producers honor their fiduciary duty and preserve the trust that defines the
profession.

Ultimately, managing conflicts of interest is not just about compliance—it is about integrity. And
in an industry built on promises, integrity is the most valuable asset a producer can have.

Section 4 — Common Ethical Dilemmas in Property & Casualty Insurance

Ethical challenges in property and casualty (P&C) insurance rarely present themselves as
black-and-white choices. More often, they emerge in gray areas where competing obligations,
pressures, and interpretations collide. Producers may find themselves torn between loyalty to
clients, obligations to insurers, and the realities of business.

This section explores three common dilemmas—claims handling, underinsurance, and
advertising—and demonstrates how ethical reasoning frameworks can help producers navigate
these situations with integrity.

8B Claims Handling: Advocate or Neutral Party?

The Dilemma:
When an insurer denies coverage, should a producer advocate for the client, or should they
remain neutral to preserve their relationship with the carrier?

o Client Expectation: Clients often assume their producer will fight for them, especially in
stressful claim situations.

e Carrier Relationship: Producers also rely on insurers for appointments, commissions,
and future business. Advocating too aggressively may strain these relationships.
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Ethical Reasoning Frameworks Applied:

o Utilitarian Approach: Which action produces the greatest good for the greatest
number? Advocating for the client may restore coverage and prevent financial hardship,
benefiting the client and reinforcing public trust. However, if advocacy undermines the
producer’s relationship with the carrier, it could reduce their ability to serve other clients
in the future.

o Duty-Based Ethics (Deontology): The producer has a duty to act in the client’s best
interest. This suggests advocacy is not optional—it is a professional obligation,
regardless of consequences.

e Virtue Ethics: A virtuous producer demonstrates courage, fairness, and loyalty.
Standing by the client in a moment of need reflects integrity and compassion, even if it
creates tension with the insurer.

Best Practice:

Producers should advocate for clients when claims are denied, ensuring fairness and
transparency. At the same time, they should maintain professionalism with carriers, framing
advocacy as part of their fiduciary duty rather than hostility.

{2} Underinsurance: Saving Premium vs. Adequate Protection

The Dilemma:
A client insists on underinsuring their property to save on premiums. The producer knows this
exposes the client to significant risk if a loss occurs.

e Client Autonomy: Clients have the right to make their own financial decisions.

e Producer Responsibility: Producers have a duty to ensure clients understand the risks
of underinsurance.

Ethical Reasoning Frameworks Applied:

e Utilitarian Approach: Allowing underinsurance may save the client money in the short
term, but the long-term harm of inadequate coverage outweighs the benefit. The greater
good is served by ensuring adequate protection.

o Duty-Based Ethics: The producer’s duty is to provide clear, accurate advice. Allowing
underinsurance without strong warnings would be a breach of that duty.

¢ Virtue Ethics: A virtuous producer demonstrates honesty and prudence. They would
counsel the client firmly, even if it risks losing the sale.

Best Practice:

Producers should clearly explain the consequences of underinsurance, document the
discussion, and encourage adequate coverage. If the client insists, the producer should record
the decision in writing to protect both parties.
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€2 Advertising: Highlighting Benefits vs. Minimizing Exclusions

The Dilemma:
Marketing materials often emphasize the benefits of policies while downplaying exclusions. Is
this ethical?

o Marketing Pressure: Agencies want to attract clients with appealing messages.
o Client Expectation: Clients expect honesty and transparency, not half-truths.
Ethical Reasoning Frameworks Applied:

e Utilitarian Approach: Misleading advertising may generate short-term sales, but the
long-term harm of disappointed or misled clients outweighs the benefit.

o Duty-Based Ethics: Producers have a duty to disclose material information. Minimizing
exclusions violates this duty, even if technically compliant with regulations.

e Virtue Ethics: A virtuous producer values honesty and fairness. Ethical advertising
should balance benefits with clear explanations of limitations.

Best Practice:

Advertising should be accurate, balanced, and transparent. Highlighting benefits is acceptable,
but exclusions must also be communicated clearly—either in the ad itself or in follow-up
conversations.

Using Ethical Frameworks in Practice
Ethical reasoning frameworks provide structured ways to analyze dilemmas:
o Utilitarianism: Focuses on outcomes—what action produces the greatest good?

o Duty-Based Ethics: Focuses on obligations—what duties must be upheld regardless of
outcome?

o Virtue Ethics: Focuses on character—what would a person of integrity, fairness, and
honesty do?

By applying these frameworks, producers can slow down, reflect, and make decisions that align
with both professional standards and personal integrity.

@ Why Gray Areas Matter

Gray areas are where ethics is tested most. Laws and regulations provide clear boundaries, but
many dilemmas fall between those lines. Producers who navigate these situations ethically:

e Build stronger client relationships.
o Protect themselves and their agencies from reputational harm.

e Contribute to a culture of trust that sustains the insurance industry.
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[T Conclusion

Common ethical dilemmas in P&C insurance—claims handling, underinsurance, and
advertising—illustrate the challenges of balancing competing interests. By applying ethical
reasoning frameworks, producers can move beyond gut instinct and make principled decisions.

Ultimately, ethical practice is not about avoiding dilemmas but about facing them with clarity,
courage, and integrity. In doing so, producers honor their fiduciary duty, protect their clients, and
strengthen the trust that underpins the entire insurance profession.

Section 5 — Georgia’s Ethical Expectations

Ethics in insurance is not just a matter of professional pride—it is a matter of law. In Georgia,
the Department of Insurance (DOI) has made it clear that ethical practice is a condition of
licensure. Producers are not only expected to know the rules but to live by them in every client
interaction. This section explores Georgia’s specific ethical expectations, the statutes that
govern producer conduct, and the enforcement actions that demonstrate the state’s
commitment to protecting consumers.

& Ethics Continuing Education: A Condition of Licensure

Every licensed producer in Georgia must complete three hours of ethics continuing
education (CE) during each renewal cycle. This requirement underscores a simple truth: ethics
is not optional. It is woven into the very fabric of professional licensing.

e Why CE Matters:
Continuing education ensures producers remain current on evolving laws, regulations,
and ethical standards. It reinforces the idea that ethics is not a one-time lesson but an
ongoing practice.

e Practical Impact:
Producers who neglect their ethics CE risk more than a lapse in knowledge—they risk
their license. The DOl treats ethics CE as a baseline requirement, signaling that ethical
competence is as important as technical knowledge of products and markets.

e Message to Producers:
By mandating ethics CE, Georgia communicates that professionalism is measured not
only by sales performance but by integrity, transparency, and accountability.
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8B Georgia Statutory Prohibitions

Georgia statutes outline specific behaviors that are prohibited for producers. These prohibitions
are designed to protect consumers, ensure fairness, and maintain public trust in the insurance
system.

1. Misrepresentation of Policy Terms

Definition: Producers may not misrepresent the benefits, advantages, conditions, or
terms of any insurance policy.

Why It Matters: Misrepresentation—whether intentional or careless—misleads clients
and undermines informed decision-making.

Example: A producer who tells a client that flood damage is covered under a standard
homeowner’s policy is misrepresenting terms. Even if unintentional, the result could be
catastrophic for the client.

2. Rebating or Offering Inducements

Definition: Producers may not offer rebates, discounts, or inducements not allowed by
law to entice clients to purchase coverage.

Why It Matters: Rebating creates unfair competition and can distort the marketplace. It
also undermines the principle that insurance should be purchased based on need, not
perks.

Example: A producer who offers a gift card or cash rebate for purchasing a policy is
violating Georgia law.

3. Unfair Discrimination

Definition: Producers may not engage in unfair discrimination in underwriting or claims.
This means treating clients differently based on factors not permitted by law, such as
race, gender, or other protected characteristics.

Why It Matters: Insurance is built on fairness and risk assessment. Discrimination
erodes trust and violates both ethical and legal standards.

Example: Denying claims or charging higher premiums based on non-risk-related
personal characteristics is prohibited.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks

CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

B8 Enforcement Actions: Lessons from the DOI

The Georgia DOI actively enforces these ethical standards. Disciplinary actions serve as
reminders that violations carry real consequences.

Page 423 of 470


https://wayground.com/join?gc=42634666

e Misleading Advertising: Producers have been disciplined for creating ads that
exaggerate benefits or conceal exclusions. Even if technically accurate, advertising that
misleads consumers violates ethical and legal standards.

o Failure to Disclose Exclusions: Producers who fail to highlight key exclusions—such
as flood or earthquake coverage—have faced sanctions. Clients must be fully informed
to make sound decisions.

e Mishandling Client Funds: Perhaps the most serious violation, mishandling premiums
or commingling funds with personal accounts has led to fines, suspensions, and license
revocations. These cases highlight the fiduciary duty producers owe to clients.

Key Lesson: Enforcement actions are not theoretical—they are real, public, and consequential.
They demonstrate that Georgia is committed to holding producers accountable for ethical
lapses.

2R Applying Georgia’s Ethical Standards in Practice

For producers, the challenge is not just knowing the rules but applying them consistently. Here
are practical steps to align with Georgia’s expectations:

1. Be Transparent: Always explain policy terms, benefits, and exclusions in plain
language.

2. Avoid Shortcuts: Never offer rebates, inducements, or perks outside what the law
allows.

3. Treat Clients Fairly: Ensure underwriting and claims decisions are based on legitimate
risk factors, not personal biases.

4. Handle Funds Properly: Use trust accounts, remit premiums promptly, and never
commingle client funds with personal or business accounts.

5. Stay Current: Complete ethics CE early in the renewal cycle and use it as an
opportunity to refresh your ethical decision-making skills.

@ The Broader Impact of Georgia’s Standards

Georgia’s ethical expectations are not just about compliance—they are about protecting the
public and strengthening the insurance industry. By enforcing strict standards, the DOI:

e Protects Consumers: Clients can trust that producers are acting in their best interest.

e Levels the Playing Field: Ethical producers are not disadvantaged by competitors who
cut corners.

o Builds Public Trust: A transparent, fair insurance marketplace benefits everyone, from
individual policyholders to the broader economy.
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[T Conclusion

In Georgia, ethics is not an abstract concept—it is a condition of licensure, a statutory
requirement, and a professional obligation. Producers must complete ethics CE, avoid
misrepresentation, steer clear of rebating, and ensure fairness in underwriting and claims.

The DOI’'s enforcement actions make it clear: ethical lapses will not be tolerated. Misleading
advertising, failure to disclose exclusions, and mishandling client funds are not just mistakes—
they are violations that carry serious consequences.

For producers, the path forward is clear. By embracing Georgia’s ethical expectations, they not
only protect their licenses but also honor the trust clients place in them. In an industry built on
promises, that trust is the most valuable asset of all.

Section 6 — Best Practices for Ethical P&C Practice

Ethical practice in property and casualty (P&C) insurance is not just about avoiding violations—it
is about building habits that consistently align with professional duty and public trust. While laws
and codes of conduct provide the framework, producers strengthen compliance and credibility
by adopting daily best practices. These practices create a culture of integrity, reduce the risk of
ethical lapses, and reinforce the promise at the heart of insurance: to protect clients when they
need it most.

Tl Adopting a Personal Code of Ethics

Every producer operates under state regulations and company codes, but the most effective
professionals also adopt a personal code of ethics.

 Why it matters: A personal code serves as a compass when rules are unclear or when
pressures tempt shortcuts.

o What it looks like: It might include commitments such as: “I will always put client needs
first,” “I will disclose all material information,” and “I will avoid conflicts of interest.”

¢ Practical impact: By internalizing these principles, producers can respond quickly and
confidently to dilemmas without second-guessing.

[T Documenting All Client Interactions
Documentation is both a compliance requirement and an ethical safeguard.

o Why it matters: Clear records protect both the client and the producer. If disputes arise,
documentation demonstrates transparency and accountability.

e Best practice: Record key conversations, recommendations, disclosures, and client
decisions. Use client files or CRM systems to ensure notes are consistent and
accessible.

o Example: If a client insists on underinsuring property, documenting the discussion and
the producer’s warnings ensures the client’s choice is informed and defensible.
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Q Disclosing Conflicts of Interest
Conflicts of interest are inevitable, but concealment is never acceptable.

o Why it matters: Clients deserve to know when a producer has a personal or financial
interest that could influence recommendations.

o Best practice: Disclose conflicts openly and provide alternatives. For example, if
referring a client to a family-owned repair shop, say: “This shop is owned by my brother,
but here are two other options as well.”

e Result: Transparency preserves trust and allows clients to make informed choices.
@ The Public Test: “Would | Be Comfortable if This Decision Were Public?”
This simple question is one of the most powerful tools for ethical decision-making.

o Why it matters: It forces producers to step outside their immediate interests and
consider how their actions would appear to clients, regulators, or the public.

o Application: Before finalizing a recommendation, ask: “Would | be comfortable if this
decision were reported in the news or reviewed by the DOI?” If the answer is no,
reconsider.

Daily Ethical Decision-Making Checklist
Producers can use this quick checklist to stay grounded in best practices:
1. Client First: Am | acting in the client’s best interest?
Transparency: Have | disclosed all material terms, exclusions, and costs?

Conflicts: Have | disclosed any personal or financial interests?

w0 DN

Documentation: Have | recorded this interaction clearly and accurately?

5. Public Test: Would | be comfortable if this decision were made public?

[T Conclusion

Ethics in P&C insurance is not a one-time choice—it is a daily practice. By adopting a personal
code of ethics, documenting interactions, disclosing conflicts, and applying the public test,
producers create habits that safeguard clients, protect their licenses, and strengthen the
industry’s reputation. The daily checklist provides a practical tool to ensure that every decision
reflects integrity.

In the end, ethical best practices are not just about compliance—they are about building trust,
and trust is the most valuable asset any producer can hold.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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] Module 3 — Ethics in Property & Casualty Insurance (Part 2)

@ Learning Objectives
By the end of this module, learners will be able to:
e Analyze real-world ethical dilemmas in P&C practice.
e Apply structured decision-making frameworks to resolve ethical conflicts.
e Recognize how Georgia regulators enforce ethical standards.
o Evaluate case studies of ethical failures and successes.
o Commit to best practices that integrate ethics into daily operations.
Section 1 — Why Scenario-Based Ethics Matters

Ethics training in property and casualty (P&C) insurance is most effective when it moves beyond
abstract principles and into the realm of real-world decision making. While earlier discussions
of fiduciary duty and conflicts of interest establish the foundation, the real test of ethics comes
when producers face gray areas—situations where the law is silent, guidance is ambiguous,
and judgment under pressure determines the outcome.

Scenario-based ethics training equips producers to anticipate these dilemmas, weigh competing
obligations, and respond with integrity. By practicing with realistic examples, producers learn not
only what the rules say but how to apply them in the messy, nuanced situations they encounter
daily.

8B Why Scenarios Matter More Than Rules Alone

Rules and statutes are essential, but they cannot anticipate every situation. Producers often
face choices where multiple options are technically legal, yet only one aligns with ethical best
practice. Scenario-based training bridges this gap by:

e Making ethics practical: Instead of memorizing prohibitions, producers learn how to
apply principles in context.

o Building decision-making skills: Scenarios simulate the pressure of real client
interactions, where quick judgment is required.

o Revealing gray areas: Producers see how ethical dilemmas often involve competing
values, not simple right vs. wrong.

o Encouraging reflection: By analyzing outcomes, producers develop habits of self-
questioning and accountability.
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) Example Dilemma 1: Broader Coverage vs. Cheaper Premiums

The Scenario:
A client asks for the cheapest possible auto policy. You know that a slightly higher premium
policy offers broader coverage and would better protect them in the event of an accident.

The Ethical Tension:
e Client Autonomy: Clients have the right to choose based on their budget.

e Producer Responsibility: Producers have a duty to recommend coverage that
adequately protects the client.

Framework Application:

o Utilitarianism: The broader policy produces greater long-term benefit by reducing the
risk of catastrophic loss.

o Duty-Based Ethics: The producer has a duty to disclose the risks of the cheaper policy
and recommend the more suitable option.

e Virtue Ethics: A virtuous producer demonstrates honesty and prudence, ensuring the
client understands the trade-offs.

Best Practice:
Explain both options clearly, highlight the risks of the cheaper policy, and document the client’s
decision. If the client insists on the cheaper option, ensure they are making an informed choice.

{2 Example Dilemma 2: Underinsuring Property to Save Money

The Scenario:
A homeowner insists on insuring their property for less than its replacement cost to save on

premiums.
The Ethical Tension:

o Client’s Financial Pressure: The client may be struggling to afford coverage.

e Producer’s Duty: Allowing underinsurance exposes the client to devastating losses.
Framework Application:

o Utilitarianism: Adequate coverage prevents greater harm in the long run.

o Duty-Based Ethics: The producer must disclose the consequences of underinsurance
and recommend full coverage.

o Virtue Ethics: Integrity requires the producer to counsel the client firmly, even if it risks
losing the sale.
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Best Practice:
Educate the client about coinsurance penalties and the risks of underinsurance. Document the
conversation. If the client still insists, record their decision in writing to protect both parties.

Example Dilemma 3: Sales Quotas vs. Suitability

The Scenario:
Your agency owner pressures you to meet aggressive sales quotas, even if it means
recommending policies that are not the best fit for clients.

The Ethical Tension:

o Employer Pressure: Producers may fear job loss or reduced income if they fail to meet
quotas.

o Client Loyalty: Producers have a fiduciary duty to prioritize client needs over agency
goals.

Framework Application:

o Utilitarianism: Short-term sales may benefit the agency, but long-term harm to clients
and reputational damage outweigh the gains.

o Duty-Based Ethics: The producer’s duty to the client overrides pressure from the
employer.

o Virtue Ethics: Courage and integrity require resisting unethical pressure, even at
personal cost.

Best Practice:

Stand firm in recommending suitable policies. If pressure persists, escalate concerns to
compliance officers or regulators. Document your decisions to demonstrate adherence to ethical
standards.

€8 How Scenario-Based Training Builds Ethical Muscles
Working through scenarios like these develops critical skills:
e Anticipation: Producers learn to recognize ethical dilemmas before they escalate.
e Analysis: Frameworks provide structured ways to evaluate competing interests.
o Confidence: Practicing responses builds confidence to act ethically under pressure.

¢ Resilience: Producers learn to withstand external pressures—whether from clients,
employers, or market forces.
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&2 Practical Tools for Scenario-Based Ethics
To make scenario-based training effective, producers can use tools such as:

e Role-plays: Simulating client conversations to practice disclosures and
recommendations.

o Case studies: Reviewing real-world enforcement actions to see how ethical lapses
occur.

o Decision checklists: Applying quick tests like, “Would | be comfortable if this decision
were public?”

o Peer discussions: Sharing perspectives to see how others would handle the same
dilemma.

@ The Broader Impact of Scenario-Based Ethics

Scenario-based ethics training benefits not only individual producers but also the industry as a
whole:

o For Clients: They receive advice that is transparent, suitable, and trustworthy.

e For Producers: They gain confidence, reduce regulatory risk, and build stronger
reputations.

o For Agencies: They foster cultures of integrity that attract both clients and talent.

e For the Industry: They strengthen public trust in insurance as a system built on fairness
and reliability.

[T Conclusion

Ethics in P&C insurance is not tested in classrooms or compliance manuals—it is tested in the
real-world scenarios producers face every day. Whether deciding between broader coverage
and cheaper premiums, counseling clients who want to underinsure, or resisting pressure to
prioritize quotas over suitability, producers must rely on judgment, courage, and integrity.

Scenario-based ethics training prepares producers for these moments. By practicing with
realistic dilemmas, applying ethical frameworks, and reflecting on outcomes, producers develop
the habits and resilience needed to act ethically under pressure.

Ultimately, scenario-based ethics matters because it transforms abstract principles into lived
practice. It equips producers not just to know the rules but to embody the values of honesty,
loyalty, and fairness that sustain client trust and uphold the promise of insurance.
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Section 2 — Ethical Decision-Making Frameworks

Ethical decision-making in property and casualty (P&C) insurance is rarely simple. Producers
often face situations where the law provides little guidance, where multiple options are
technically permissible, or where competing pressures make the “right” choice less obvious. In
these moments, having structured frameworks for ethical reasoning is invaluable.

Frameworks provide a disciplined way to analyze dilemmas, weigh competing values, and arrive
at decisions that uphold both professional duty and public trust. This section introduces four
widely used approaches—the Duty-Based Approach, the Utilitarian Approach, the Virtue
Approach, and the Transparency Test—and demonstrates how they can be applied to real-world
P&C scenarios.

8B The Duty-Based Approach
Core Idea

The duty-based approach, also known as deontological ethics, focuses on obligations and
rules. It asks: What duties apply in this situation? What rules must | follow, regardless of the
outcome?

For insurance producers, duties are defined by:
o State statutes and regulations.
e Fiduciary obligations to clients.
e Professional codes of conduct.
Application in P&C

o Disclosure Duties: Producers must disclose all material facts, such as policy exclusions
or underwriting requirements.

o Fiduciary Duties: Producers must handle client funds properly and avoid conflicts of
interest.

o Regulatory Duties: Producers must comply with licensing requirements, CE obligations,
and anti-discrimination laws.

Example
A client asks you to “leave off” a teenage driver from an auto application to reduce the premium.

o Duty-Based Analysis: The producer has a clear duty to disclose all drivers. Omitting
the driver would be misrepresentation, violating both law and professional duty.

Strengths
e Provides clarity in situations where rules are explicit.

e Reinforces compliance and consistency.
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Limitations
o Can feel rigid in gray areas where duties conflict or are unclear.

e May not account for broader consequences beyond the immediate rule.

@ The Utilitarian Approach

Core Idea

The utilitarian approach focuses on outcomes. It asks: What decision produces the greatest
good for the greatest number?

This framework emphasizes consequences, weighing benefits and harms to determine the most
ethical choice.

Application in P&C

o Claims Handling: Advocating for a client may create tension with a carrier, but the
broader good of protecting the client outweighs the inconvenience.

¢ Underinsurance: Allowing a client to underinsure may save them money now, but the
long-term harm of inadequate coverage outweighs the short-term benefit.

e Advertising: Misleading ads may generate sales, but the harm of disappointed clients
and reputational damage outweighs the gain.

Example
Returning to the “leave off the driver” scenario:

o Utilitarian Analysis: Misrepresentation may save the client money in the short term, but
if discovered, it could void coverage, harm the client financially, and damage the
producer’s reputation. The broader harm outweighs the benefit.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Strengths
e Encourages consideration of long-term and widespread consequences.
e Flexible in complex situations where rules are silent.
Limitations
o Can justify questionable actions if they appear to maximize overall benefit.

e Requires predicting outcomes, which may be uncertain.
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The Virtue Approach
Core Idea

The virtue approach focuses on character and integrity. It asks: What would a person of
honesty, fairness, and integrity do in this situation?

Rather than focusing on rules or outcomes, this approach emphasizes the moral qualities of the
decision-maker.

Application in P&C
o Honesty: Always providing accurate information, even when inconvenient.
e Courage: Standing up to employer pressure to prioritize client needs.
o Fairness: Treating all clients equitably, regardless of personal biases.
Example
In the “leave off the driver” scenario:

o Virtue Analysis: A producer of integrity would refuse to misrepresent the application.
Honesty is the only sustainable path, even if it risks losing the client.

Strengths
e Encourages producers to cultivate habits of integrity and professionalism.
» Provides guidance in ambiguous situations where rules and outcomes are unclear.
Limitations
¢ Relies on personal judgment, which may vary between individuals.
e May not provide concrete answers in highly complex dilemmas.
Q The Transparency Test
Core Idea

The transparency test is a practical, everyday tool. It asks: Would | be comfortable if this
decision were made public? Would | want my client, my peers, or a requlator to know what |
did?

This test emphasizes accountability and perception, recognizing that ethics is not only about
what is right but also about what appears right.

Application in P&C

e Premium Handling: Would you be comfortable if your method of handling client funds
were audited?
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o Advertising: Would you be comfortable if your ad were reviewed by the DOI or
published in the local newspaper?

e Recommendations: Would you be comfortable if your client’s family knew why you
recommended a particular policy?

Example
In the “leave off the driver” scenario:

o Transparency Analysis: If this decision were made public, the producer would be seen
as dishonest and untrustworthy. The reputational damage would far outweigh any short-
term benefit.

Strengths

e Simple and intuitive.

e Encourages accountability and self-reflection.
Limitations

+ Relies on perception, which may vary.

e May not provide sufficient depth for complex dilemmas.
€3 Practicing Frameworks with P&C Scenarios

To internalize these frameworks, producers should practice applying them to realistic scenarios.
Here are a few examples:

Scenario 1: Underinsuring to Save Premium
A client insists on insuring their home for less than replacement cost.
o Duty-Based: Disclose the risks and recommend full coverage.
o Utilitarian: Adequate coverage prevents greater harm in the long run.
e Virtue: A producer of integrity counsels the client firmly, even if it risks losing the sale.

o Transparency: Would you be comfortable if regulators reviewed your handling of this
case?

Scenario 2: Sales Quotas vs. Suitability
Your agency owner pressures you to meet quotas by recommending higher-premium policies.
o Duty-Based: Duty to recommend suitable coverage overrides employer pressure.

o Utilitarian: Short-term sales gains are outweighed by long-term harm to clients and
reputation.

e Virtue: Courage and honesty require resisting pressure.
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o Transparency: Would you be comfortable if clients knew you were pressured to sell
them unsuitable policies?

Scenario 3: Misleading Advertising

An ad highlights benefits but minimizes exclusions.
o Duty-Based: Duty to disclose material information prohibits misleading ads.
e Utilitarian: Misleading ads may generate sales but harm clients and the industry.
o Virtue: Honesty requires balanced communication.

e Transparency: Would you be comfortable if the ad were reviewed by the DOI?
@ Integrating Frameworks into Daily Practice

Frameworks are most effective when they become part of daily habits. Producers can integrate
them by:

o Asking the Right Questions: Which duties apply? What are the consequences? What
would a person of integrity do? Would | be comfortable if this were public?

o Using Checklists: Incorporate frameworks into daily decision-making checklists.
¢ Role-Playing Scenarios: Practice applying frameworks in training sessions.

o Reflecting on Outcomes: After difficult decisions, reflect on how frameworks guided the
choice and what could be improved.

[T Conclusion

Ethical decision-making in P&C insurance requires more than compliance with rules. It requires
structured reasoning, reflection, and integrity. The Duty-Based Approach emphasizes
obligations, the Utilitarian Approach emphasizes outcomes, the Virtue Approach emphasizes
character, and the Transparency Test emphasizes accountability.

By practicing these frameworks with realistic scenarios—such as whether to omit a driver from
an application, allow underinsurance, or prioritize quotas—producers develop the skills and
confidence to act ethically under pressure.

Ultimately, these frameworks are not just tools for avoiding violations. They are guides for
building trust, protecting clients, and sustaining the credibility of the insurance industry. When
producers consistently apply them, they transform ethics from an abstract concept into a daily
practice that strengthens both their profession and the promises they make to clients.

Section 3 — Case Studies of Ethical Failures

Ethics in property and casualty (P&C) insurance is not just a theoretical concept—it is tested
daily in real-world situations. When producers, agencies, or adjusters fail to uphold ethical
standards, the consequences ripple outward: clients suffer financial harm, regulators impose
penalties, and public trust in the industry erodes.
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This section reviews three case studies—two from Georgia and one national example—that
illustrate how ethical failures occur, what consequences follow, and what lessons producers can
learn to avoid repeating these mistakes.

{2 Case 1: Misrepresentation of Homeowners Coverage in Georgia

The Situation:

A Georgia producer sold a homeowners policy to a client, assuring them that the policy covered
flood damage. In reality, the standard homeowners policy excluded flood losses, which require
separate coverage through the National Flood Insurance Program (NFIP) or a private flood
policy. When the client’'s home was damaged in a flood, the claim was denied.

The Violation:

o The producer misrepresented policy terms, a direct violation of Georgia insurance
statutes.

e The misrepresentation was not only unethical but also illegal, as it deprived the client of
the opportunity to make an informed decision.

The Consequences:
e The Georgia Department of Insurance (DOI) investigated the complaint.
e The producer was fined and had their license suspended.

e The client suffered significant financial loss, as no coverage was available for the flood
damage.

Lesson Learned:

e Accuracy is hon-negotiable. Producers must never exaggerate or misstate coverage.
Even unintentional misrepresentations can have devastating consequences for clients.

« Disclosure is essential. Producers should clearly explain exclusions and limitations,
especially for perils like flood or earthquake that are commonly misunderstood.

« Documentation protects everyone. Written disclosures and signed acknowledgments
help ensure clients understand what is and is not covered.

This case underscores the fiduciary duty producers owe to clients: to provide accurate,
transparent information. Misrepresentation—whether deliberate or careless—destroys trust and
invites regulatory action.

& Case 2: lllegal Rebates in Auto Insurance

The Situation:

A regional agency sought to grow its auto insurance book quickly. To attract clients, the agency
offered illegal rebates—cash back and gift cards—for purchasing policies. While clients were
initially pleased with the perks, competitors filed complaints, and regulators soon took notice.
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The Violation:

o Georgia law, like most states, prohibits rebating or offering inducements not specified in
the policy.

o Rebating creates unfair competition and undermines the principle that insurance should
be purchased based on need, not perks.

The Consequences:

o Regulators imposed significant penalties on the agency.

e The agency was required to provide restitution to affected clients.

e The agency’s reputation suffered, and several carriers terminated appointments.
Lesson Learned:

o Shortcuts backfire. Rebating may seem like a quick way to win business, but it violates
both ethical and legal standards.

« Fair competition matters. Agencies that play by the rules should not be disadvantaged
by competitors who cut corners.

¢ Focus on value, not gimmicks. Producers should win clients through expertise,
service, and trust—not illegal inducements.

This case illustrates how unethical practices can undermine not only individual agencies but
also the integrity of the marketplace. By enforcing anti-rebating laws, regulators protect both
consumers and honest competitors.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

@ Case 3: Claims Adjuster Delays for Financial Targets

The Situation:

At a national insurer, a claims adjuster was instructed to delay payments on certain claims to
help the company meet quarterly financial targets. By postponing payouts, the insurer
temporarily improved its cash flow and financial appearance. However, policyholders waiting for
settlements experienced unnecessary hardship.

The Violation:

o Deliberately delaying claims payments violated the insurer’s duty of good faith and fair
dealing.

e |t also constituted an unfair claims practice, subject to regulatory scrutiny.
The Consequences:

o State regulators launched a market conduct examination.
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The insurer faced substantial fines and was required to implement corrective measures.

The company’s reputation was damaged, leading to negative media coverage and loss
of consumer trust.

Lesson Learned:

Claims are promises. Insurance is fundamentally a promise to pay valid claims
promptly. Delaying payments for financial gain betrays that promise.

Culture matters. When leadership prioritizes short-term financial metrics over ethical
obligations, employees may feel pressured to act unethically.

Regulators are vigilant. Market conduct exams and fines demonstrate that regulators
will hold insurers accountable for systemic ethical failures.

This case highlights the importance of ethical culture at every level of an organization.
Producers, adjusters, and executives alike must remember that clients depend on timely claims
payments to recover from losses.

Q, Common Themes Across Cases

Though the details differ, these cases share common threads:

Misrepresentation, inducements, and delays all stem from prioritizing short-term gain
over long-term trust.

Regulatory enforcement is consistent and severe, with fines, suspensions, and
reputational damage.

Clients suffer most when ethical standards are ignored, whether through denied
claims, unfair competition, or delayed settlements.

R Lessons for Producers and Agencies

From these failures, producers and agencies can draw several practical lessons:

1.

Tell the Truth, Always. Misrepresentation—whether in sales, advertising, or claims—is
never acceptable.

Avoid Shortcuts. Rebates, inducements, or other gimmicks may seem attractive but
carry heavy risks.

Honor the Promise. Claims must be handled promptly and fairly; anything less
undermines the foundation of insurance.

Document and Disclose. Clear communication and written records protect both clients
and producers.

Build an Ethical Culture. Leadership must set the tone, ensuring that employees feel
supported in doing the right thing.
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@ The Broader Impact of Ethical Failures

Ethical failures do more than harm individual clients or agencies—they erode public trust in the
entire insurance industry. When consumers hear stories of denied claims, illegal rebates, or
delayed payments, they may assume all insurers are untrustworthy. This skepticism makes it
harder for ethical producers to build relationships and serve clients effectively.

Conversely, when producers learn from these failures and commit to ethical best practices, they
strengthen not only their own reputations but also the credibility of the industry as a whole.

[T Conclusion

Case studies of ethical failures provide powerful reminders of what is at stake in P&C insurance.
The Georgia producer who misrepresented coverage, the agency that offered illegal rebates,
and the claims adjuster who delayed payments all illustrate how ethical lapses can harm clients,
invite regulatory penalties, and damage reputations.

The lessons are clear: accuracy, fairness, transparency, and integrity are non-negotiable.
Producers and agencies that internalize these lessons will not only avoid the pitfalls of ethical
failure but also build lasting trust with clients and regulators alike.

In an industry built on promises, ethical practice is the only sustainable path forward.
Section 4 — Case Studies of Ethical Success

When discussing ethics in property and casualty (P&C) insurance, much attention is often given
to failures—misrepresentation, rebating, mishandling funds, or unfair claims practices. These
cautionary tales are important, but they tell only half the story. Equally powerful are the
examples of professionals and agencies who chose the ethical path, even when it was difficult
or costly in the short term.

These stories demonstrate that ethical choices are not only the right thing to do but also the
smart thing to do. They strengthen reputations, build client loyalty, and create long-term
success. Below are three case studies of ethical success that highlight best practices in action.

[Z] Case 1: The Producer Who Refused an Unsuitable Sale

The Situation:

A commercial client approached a producer seeking liability coverage for a new business
venture. The client was eager to minimize costs and requested a policy that was cheaper but
excluded several key risks inherent to their operations. The producer knew that selling the
cheaper policy would generate a commission and satisfy the client’'s immediate request.
However, it would leave the client dangerously exposed.

The Ethical Choice:

The producer refused to sell the unsuitable policy. Instead, they explained the risks of
inadequate coverage, provided examples of potential losses, and recommended a more
comprehensive policy—even though it was more expensive and the client initially resisted.
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The Outcome:

e The client ultimately agreed to purchase the broader coverage after understanding the
risks.

e The producer earned the client’s respect for prioritizing protection over profit.

e The client later experienced a claim that would not have been covered under the
cheaper policy, validating the producer’s recommendation.

Lesson Learned:

o Suitability is paramount. Producers must recommend coverage that truly meets client
needs, even if it means losing a sale.

e Education builds trust. By explaining risks clearly, producers empower clients to make
informed decisions.

o Integrity pays off. The producer’s reputation for honesty led to referrals and long-term
loyalty.

8B Case 2: The Adjuster Who Advocated for Fair Settlements

The Situation:

A claims adjuster at a regional insurer was handling a series of property claims after a severe
storm. Internal management pressured adjusters to minimize payouts to protect the company’s
quarterly financial results. The adjuster faced a dilemma: follow the pressure to underpay claims
or advocate for fair settlements that reflected the true losses.

The Ethical Choice:

The adjuster chose to advocate for policyholders. They documented damages thoroughly,
pushed back against internal directives, and ensured that clients received the compensation
they were entitled to under their policies.

The Outcome:
o Policyholders received fair settlements, allowing them to rebuild and recover.

o The insurer initially resisted but later recognized that fair claims handling reduced
complaints and regulatory scrutiny.

o The adjuster’s courage was noted by peers and eventually led to a promotion into a
leadership role.

Lesson Learned:

o Claims are promises. Adjusters must honor the insurer’s obligation to pay valid claims
promptly and fairly.

o Courage matters. Standing up to internal pressure demonstrates integrity and
leadership.
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¢ Fairness strengthens reputation. Insurers that handle claims ethically build trust and
reduce regulatory risk.

 Case 3: The Agency That Embraced Transparency

The Situation:

A mid-sized agency recognized that clients often felt confused about policy exclusions,
commissions, and referral arrangements. Rather than waiting for regulators to mandate
disclosures, the agency implemented a transparent disclosure policy. They committed to
explaining exclusions in plain language, disclosing commission structures when relevant, and
clarifying any referral relationships.

The Ethical Choice:

The agency went beyond minimum legal requirements, embedding transparency into every
client interaction. Producers were trained to highlight not only what policies covered but also
what they did not. Clients were given written summaries of key exclusions and encouraged to
ask questions.

The Outcome:
o Clients expressed appreciation for the honesty and clarity.
e The agency saw increased client retention and referrals, as transparency built loyalty.
e Regulators praised the agency’s proactive approach, citing it as a model for others.
Lesson Learned:

o Transparency builds loyalty. Clients value honesty and reward it with long-term
relationships.

e Proactivity pays off. Going beyond compliance demonstrates leadership and foresight.

e Culture of integrity. Embedding transparency into agency culture ensures consistency
across all producers.

Q, Common Themes Across Success Stories
These cases highlight several common themes:

o Integrity over profit. Ethical professionals prioritize client needs, even when it costs
them in the short term.

e Courage under pressure. Whether resisting client demands or internal directives,
ethical choices often require standing firm.

o Transparency as strategy. Clear communication about coverage, costs, and conflicts
builds trust and loyalty.

e Long-term rewards. Ethical choices may sacrifice immediate gain but lead to stronger
reputations, client retention, and regulatory goodwill.
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@ The Broader Impact of Ethical Success

Ethical success stories are not just feel-good anecdotes—they demonstrate how ethics
strengthens the entire insurance ecosystem:

o For Clients: They receive fair treatment, suitable coverage, and honest advice.

e For Producers and Adjusters: They build reputations as trusted professionals, leading
to referrals and career advancement.

e For Agencies and Insurers: They reduce regulatory risk, enhance brand reputation,
and foster client loyalty.

e For the Industry: They reinforce public trust, showing that insurance is a reliable safety
net rather than a source of frustration.

[T Conclusion

Not all stories in insurance ethics are failures. The producer who refused to sell unsuitable
coverage, the adjuster who advocated for fair settlements, and the agency that embraced
transparency all demonstrate that ethical choices are both possible and profitable.

These case studies show that ethics is not just about avoiding penalties—it is about building
trust, strengthening reputations, and ensuring long-term success. In an industry built on
promises, ethical success stories remind us that doing the right thing is not only morally sound
but also the most sustainable business strategy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Section 5 — Georgia Enforcement & Market Conduct

Ethics in property and casualty (P&C) insurance is not left to chance in Georgia. The Georgia
Department of Insurance (DOI) actively enforces ethical standards through market conduct
examinations, complaint investigations, and disciplinary actions. These enforcement
mechanisms ensure that producers, agencies, and insurers uphold their fiduciary duties and
maintain public trust.

This section explains how complaints trigger investigations, highlights common violations,
outlines penalties, and reviews recent DOI bulletins that emphasize the importance of ethics in
both claims and sales practices.

£ How Complaints Trigger Investigations

The enforcement process often begins with a consumer complaint. Policyholders who feel
misled, mistreated, or ignored can file complaints directly with the Georgia DOI.

o Complaint Intake: The DOI reviews each complaint to determine whether it alleges a
potential violation of insurance law or ethical standards.
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Preliminary Review: If the complaint suggests misconduct—such as misrepresentation,
mishandling funds, or unfair claims practices—the DOI opens an investigation.

Investigation Process: Investigators may request documents, interview the producer or
agency, and review client files.

Resolution: If violations are found, the DOl may impose penalties ranging from fines to
license suspension or revocation.

Key Point: Even a single complaint can trigger scrutiny. Producers must treat every client
interaction as if it could be reviewed by regulators.

8B Market Conduct Examinations

Beyond individual complaints, the DOI conducts market conduct exams to evaluate whether
insurers and agencies are complying with laws and ethical standards on a systemic level.

Scope: Exams may review claims handling, sales practices, advertising, and premium
handling.

Purpose: The goal is to identify patterns of misconduct, not just isolated incidents.

Outcome: Findings can lead to corrective action plans, fines, or broader regulatory
reforms.

Market conduct exams remind producers that regulators are not only reactive but also proactive
in monitoring ethical compliance.

M Common Violations in Georgia

The Georgia DOI has identified several recurring violations that undermine ethical practice:

1.

Misrepresentation of Policy Terms
o Producers exaggerating benefits or failing to disclose exclusions.

o Example: Telling a client that flood damage is covered under a standard
homeowners policy.

2. Failure to Disclose Material Information

o Omitting key details about deductibles, limitations, or underwriting requirements.

o Clients cannot make informed decisions without full disclosure.

3. Mishandling Client Funds

o Commingling premiums with personal or business accounts.
o Delaying remittance of funds to insurers.

o These actions violate fiduciary duty and create serious regulatory risk.
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4. Unfair Claims Practices
e Delaying or denying valid claims without justification.
e Failing to communicate promptly with policyholders.

Key Point: These violations are not just technical errors—they are breaches of trust that harm
clients and damage the industry’s reputation.

& Penalties for Violations

The Georgia DOI has broad authority to impose penalties for ethical and regulatory violations.
These penalties are designed both to punish misconduct and to deter future violations.

o Fines: Monetary penalties can range from hundreds to tens of thousands of dollars,
depending on the severity of the violation.

e License Suspension: Producers may lose the ability to sell insurance for a defined
period.

e License Revocation: In severe cases, licenses are permanently revoked, ending a
producer’s career in the industry.

e Restitution: Agencies or producers may be required to reimburse clients for financial
harm caused by misconduct.

Key Point: Penalties are not hypothetical. The DOI regularly publishes enforcement actions,
making them public record. This transparency reinforces accountability and serves as a warning
to others.

[} Recent DOI Bulletins on Ethics

The Georgia DOI periodically issues bulletins to clarify expectations and highlight areas of
concern. Recent bulletins have emphasized:

o Ethics in Claims Handling: Reminding insurers and adjusters that claims must be
processed promptly, fairly, and in good faith. Delays or unjustified denials are
unacceptable.

o Ethics in Sales Practices: Warning producers against misleading advertising, failure to
disclose exclusions, and high-pressure sales tactics.

e Premium Handling: Reinforcing the requirement to remit premiums promptly and
maintain separate trust accounts.

These bulletins serve as both guidance and warning. They highlight the DOI’s priorities and give
producers a roadmap for compliance.
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&2 Lessons for Producers

From enforcement actions and bulletins, producers can draw several practical lessons:

1.

Communicate Clearly: Always explain policy terms, exclusions, and costs in plain
language.

Handle Funds Properly: Use trust accounts, remit premiums promptly, and never
commingle funds.

Document Everything: Keep detailed records of disclosures, recommendations, and
client decisions.

Stay Current: Review DOI bulletins regularly to stay informed about evolving
expectations.

Prioritize Clients: Remember that ethical practice is not just about avoiding penalties—
it is about honoring the promise of insurance.

@ The Broader Impact of Enforcement

Georgia’s enforcement efforts serve a larger purpose: protecting consumers and sustaining
public trust in insurance.

For Clients: Enforcement ensures they receive fair treatment and accurate information.

For Producers: It levels the playing field, ensuring that ethical professionals are not
undercut by unethical competitors.

For the Industry: It reinforces the credibility of insurance as a system built on fairness
and reliability.

[T Conclusion

The Georgia Department of Insurance enforces ethics through complaints, market conduct
exams, and disciplinary actions. Common violations—misrepresentation, failure to disclose,
mishandling funds—are met with fines, suspensions, or revocations. Recent bulletins
emphasize the importance of ethics in both claims and sales, reminding producers that
compliance is not optional.

For producers, the message is clear: ethical practice is the only sustainable path. By
communicating transparently, handling funds properly, and staying current with regulatory
guidance, producers not only protect their licenses but also strengthen the trust that sustains the
insurance industry in Georgia.
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Section 6 — Best Practices for Ethical Culture

Ethics in property and casualty (P&C) insurance is not just an individual responsibility—it is an
organizational commitment. While producers and adjusters make daily decisions that affect
clients, the culture of an agency or insurer shapes how those decisions are made. A strong
ethical culture provides the foundation for consistent, principled behavior across the
organization. Without it, even well-intentioned individuals may feel pressured to cut corners or
prioritize short-term gains over long-term trust.

This section explores best practices agencies can adopt to foster an ethical culture that
supports both compliance and integrity.

Tl Establishing Written Codes of Conduct

A written code of conduct is the cornerstone of an ethical culture. It sets clear expectations for
behavior, provides guidance in ambiguous situations, and communicates the organization’s
values to employees, clients, and regulators.

o Clarity: A code should outline specific standards, such as prohibitions against
misrepresentation, rebating, or mishandling funds.

o Accessibility: It should be distributed to all staff, included in onboarding, and revisited
regularly.

¢ Practicality: Real-world examples and scenarios make the code more than a
formality—it becomes a living document that guides daily practice.

When employees know exactly what is expected, they are more likely to act consistently and
confidently.

@ Training Staff on Ethical Scenarios

Training is where principles become practice. Agencies should go beyond compliance checklists
and provide scenario-based training that mirrors the dilemmas producers and adjusters face.

e Role-Plays: Simulating client conversations helps staff practice disclosures and
recommendations.

o Case Studies: Reviewing past enforcement actions or success stories reinforces
lessons.

o Frameworks: Teaching staff to apply duty-based, utilitarian, and virtue ethics
frameworks equips them to analyze dilemmas systematically.

Regular training ensures that ethics is not a one-time topic but an ongoing conversation.
(=) Encouraging Open Discussion of Dilemmas

An ethical culture thrives when employees feel safe to raise questions and concerns. Agencies
should create an environment where discussing dilemmas is encouraged, not punished.
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e Open Door Policies: Leaders should welcome questions about ethical gray areas.

o Ethics Committees or Champions: Designated individuals can provide guidance and
model best practices.

e Anonymous Reporting Channels: Employees should have a way to report concerns
without fear of retaliation.

When staff know they can speak up, small issues can be addressed before they become major
violations.

€2 Rewarding Ethical Behavior, Not Just Sales

Too often, agencies reward only sales performance, unintentionally encouraging employees to
prioritize volume over suitability. A healthier approach is to recognize and reward ethical
behavior.

o Balanced Metrics: Performance evaluations should weigh client satisfaction,
compliance, and ethical conduct alongside sales.

e Recognition Programs: Highlighting employees who demonstrate integrity reinforces
the message that ethics matters.

¢ Long-Term Perspective: Rewarding retention and client loyalty encourages producers
to build trust, not just close deals.

By aligning incentives with ethical values, agencies ensure that doing the right thing is not only
expected but celebrated.

[T Conclusion

Ethics in P&C insurance is not just about individual choices—it is about the culture that shapes
those choices. Agencies that establish written codes of conduct, train staff on real-world
scenarios, encourage open discussion, and reward ethical behavior create an environment
where integrity thrives.

Such cultures protect clients, strengthen reputations, and reduce regulatory risk. Most
importantly, they ensure that the promises at the heart of insurance—fair coverage, honest
advice, and timely claims—are consistently honored. In the long run, an ethical culture is not
just good compliance; it is good business.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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8] Module 11 — Market Conduct & Consumer Protection

@ Learning Objectives
By the end of this module, learners will be able to:

o Define “market conduct” and explain its role in insurance regulation.

o Identify Georgia’s consumer protection statutes and regulations.

e Recognize prohibited sales, advertising, and servicing practices.

e Understand how the Georgia DOI enforces market conduct standards.

o Apply best practices for transparency, disclosure, and consumer advocacy.
Section 1 — What is Market Conduct?

Insurance regulation has two primary pillars: solvency regulation and market conduct
regulation. Solvency regulation ensures that insurers remain financially sound and capable of
paying claims. Market conduct regulation, by contrast, focuses on how insurers and producers
behave in the marketplace—how they advertise, sell, underwrite, and service policies.

In Georgia, the Department of Insurance (DOI) is responsible for monitoring market conduct. Its
goal is to ensure that consumers are treated fairly, that insurance products are marketed
honestly, and that claims are handled promptly and equitably. Market conduct is not just about
compliance with rules; it is about maintaining public trust in the insurance system.

This section introduces the concept of market conduct, explains the areas monitored by the
Georgia DOI, and highlights why it matters for consumer confidence and the integrity of the
insurance profession.

8B Defining Market Conduct

Market conduct refers to the behavior of insurers and producers in their interactions with
consumers and the public. It encompasses every stage of the insurance transaction:

e How policies are advertised and marketed.

¢ How producers explain coverage and exclusions.
e How underwriting decisions are made.

¢ How claims are investigated and paid.

¢ How complaints are resolved.

Good market conduct ensures that consumers receive accurate information, fair treatment, and
timely service. Poor market conduct—such as misleading advertising, unfair claims practices, or
failure to disclose exclusions—erodes trust and invites regulatory enforcement.

fal The Role of the Georgia Department of Insurance
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The Georgia DOI enforces market conduct standards through:
o Examinations: Periodic reviews of insurer practices.
e Investigations: Inquiries into consumer complaints or suspected violations.
o Bulletins and Guidance: Clarifications of regulatory expectations.
o Disciplinary Actions: Fines, license suspensions, or revocations for violations.

The DOI’s oversight ensures that insurers and producers operate with integrity, transparency,
and accountability. For producers, this means that compliance is not optional—it is a
professional obligation.

Sales Practices
Why It Matters

Sales practices are the foundation of consumer trust. Producers are often the first point of
contact for consumers, and their conduct shapes perceptions of the entire industry.

Regulatory Focus
o Suitability: Ensuring that products sold are appropriate for the client’s needs.
e Disclosure: Explaining coverage, exclusions, and limitations in plain language.
 No Misrepresentation: Avoiding false or misleading statements to secure sales.
o Documentation: Retaining records of discussions and client decisions.
Example

A Georgia producer selling a commercial property policy must disclose coinsurance clauses and
exclusions for flood or earthquake. Failure to do so could result in a DOI complaint and
disciplinary action.

€ Advertising and Marketing
Why It Matters

Insurance advertising influences consumer decisions. Misleading or deceptive marketing
undermines confidence in the industry.

Regulatory Focus
e Accuracy: Advertisements must reflect actual policy terms.

¢ No False Promises: Producers cannot guarantee returns or claim coverage that does
not exist.

o Clarity: Marketing materials must be understandable to the average consumer.

Page 449 of 470



e Compliance Review: Insurers must submit certain advertisements to the DOI for
approval.

Example

An insurer advertising “comprehensive cyber coverage” must ensure that exclusions and
sublimits are disclosed. Overstating coverage could be deemed deceptive marketing.

7 Claims Handling
Why It Matters

Claims handling is the ultimate test of the insurance promise. Consumers purchase insurance
for peace of mind that claims will be paid fairly and promptly.

Regulatory Focus
« Timeliness: Acknowledging and investigating claims within statutory deadlines.
o Fairness: Avoiding unreasonable delays or denials.
e Transparency: Explaining claim decisions clearly and providing documentation.
e Good Faith: Acting in the best interests of policyholders.

Example

After a tornado damages a Georgia business, the insurer must acknowledge the claim promptly,
investigate fairly, and pay covered losses without unnecessary delay. Failure to do so could
result in DOI penalties for unfair claims practices.

Qs Complaint Resolution
Why It Matters

Consumers who feel mistreated must have a way to seek redress. Complaint resolution is a key
measure of market conduct.

Regulatory Focus

e Internal Processes: Insurers must maintain systems to log, track, and resolve
complaints.

o DOI Oversight: The DOI investigates complaints filed by consumers and may require
corrective action.

e Transparency: Insurers must provide clear responses to consumer concerns.
Example

A Georgia homeowner files a complaint with the DOI after a claim denial. The DOI investigates
and determines whether the insurer acted fairly and in compliance with state law.
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@ Producer Conduct
Why It Matters

Producers are licensed professionals with fiduciary responsibilities. Their conduct directly
impacts consumer trust and regulatory compliance.

Regulatory Focus

e Licensing: Producers must maintain active licenses and meet continuing education
requirements.

e Ethics: Producers must prioritize client needs over commissions.
e Disclosure: Producers must explain exclusions, limitations, and optional coverages.

o Documentation: Producers must retain records of sales discussions and client
decisions.

Example

A producer who issues a falsified certificate of insurance to help a contractor secure a job
violates market conduct standards. The DOI may impose fines and suspend the producer’s
license.

@ Why Market Conduct Matters for Consumer Trust

Market conduct regulation is not just about rules—it is about trust. Consumers purchase
insurance on the promise that coverage will be there when needed. If insurers or producers
mislead, delay, or mistreat consumers, the entire system suffers.

Benefits of Strong Market Conduct

e For Consumers: Confidence that they will be treated fairly.

e For Insurers: A level playing field where honest practices are rewarded.

e For Producers: Professional credibility and reduced risk of complaints.

o For Regulators: Assurance that the insurance market functions effectively.
The Trust Equation

o Solvency + Market Conduct = Consumer Confidence.
Solvency ensures insurers can pay claims. Market conduct ensures they will do so fairly.
Together, they sustain public trust in the insurance system.

92 Best Practices for Producers

To align with Georgia’s market conduct expectations, producers should:

Page 451 of 470



1. Conduct Suitability Assessments: Match products to client needs.
Explain Exclusions Clearly: Use plain language and written summaries.

Document Everything: Retain records of disclosures and client decisions.

 w N

Avoid Misrepresentation: Be transparent in sales and advertising.
5. Respond Promptly: Address client concerns and complaints quickly.
[T Conclusion

Market conduct refers to the behavior of insurers and producers in the marketplace—how they
advertise, sell, underwrite, and service policies. While solvency regulation ensures insurers can
pay claims, market conduct regulation ensures consumers are treated fairly.

In Georgia, the DOI monitors sales practices, advertising and marketing, claims handling,
complaint resolution, and producer conduct. These standards protect consumers, promote
fairness, and sustain trust in the insurance system.

For producers, market conduct is not just a regulatory requirement—it is a professional
responsibility. By embracing transparency, documenting disclosures, and prioritizing client
needs, producers strengthen both their own credibility and the resilience of Georgia’s insurance
marketplace.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Section 2 — Georgia’s Consumer Protection Framework

Insurance is built on trust. Consumers purchase policies with the expectation that insurers and
producers will act fairly, disclose terms honestly, and deliver on the promise of coverage when
losses occur. To safeguard this trust, Georgia law establishes a comprehensive consumer
protection framework that prohibits unfair trade practices in insurance.

This framework is enforced by the Georgia Department of Insurance (DOI) and is grounded in
statutes that regulate how insurers and producers advertise, sell, and service policies. The goal
is to ensure that consumers are treated fairly and that the insurance marketplace operates with

integrity.

This section reviews the key statutes and rules that shape Georgia’s consumer protection
framework: the Unfair Trade Practices Act, the Unfair Claims Settlement Practices Act,
advertising rules, and prohibitions on rebating and inducements. It concludes with a case
example of a Georgia agency fined for false advertising.

8B The Unfair Trade Practices Act (O.C.G.A. § 33-6-4)

Purpose
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The Unfair Trade Practices Act is Georgia’s primary statute prohibiting deceptive or unfair
practices in the insurance industry. It applies to both insurers and producers and sets clear
boundaries for acceptable conduct.

Prohibited Practices

o Misrepresentation: Producers and insurers cannot misrepresent policy terms, benefits,
or conditions.

o False Advertising: Marketing materials must accurately reflect coverage and cannot
exaggerate benefits.

e Unfair Discrimination: Insurers cannot unfairly discriminate between individuals of the
same class and equal expectation of life in rates, benefits, or terms.

o Defamation: Insurers and producers cannot make false or malicious statements about
competitors.

e Boycott, Coercion, or Intimidation: Practices that restrict fair competition are
prohibited.

Example

A producer who tells a client that a homeowners policy covers flood damage—when it does
not—is guilty of misrepresentation under the Act. Similarly, an insurer that charges different
rates to two businesses with identical risk profiles, without actuarial justification, may be guilty of
unfair discrimination.

Compliance Note

The DOI enforces the Act through investigations, fines, and disciplinary actions. Producers must
ensure that all sales and marketing practices are transparent, accurate, and fair.

[} The Unfair Claims Settlement Practices Act (O.C.G.A. § 33-6-34)
Purpose

While covered in detail in Module 4, the Unfair Claims Settlement Practices Act is reinforced
here because it is central to consumer protection. The Act establishes standards for how
insurers must handle claims.

Prohibited Practices

o Failing to Acknowledge Claims Promptly: Insurers must acknowledge receipt of
claims within statutory timelines.

¢ Unreasonable Delays: Insurers cannot delay investigations or payments without cause.
« Inadequate Explanations: Denials must be explained clearly and in writing.

o Failure to Pay Settlements: Once liability is established, insurers must pay promptly.
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Example

If a Georgia business files a property claim after a fire and the insurer delays payment for
months without justification, the DOI may investigate for unfair claims practices.

Compliance Note

Producers should remind clients that claims handling is regulated and that they have the right to
file complaints with the DOI if they believe claims are mishandled.

& Advertising Rules

Why It Matters

Advertising is often the first interaction consumers have with insurance products. Misleading or
exaggerated claims can distort consumer expectations and erode trust.

Regulatory Standards
e Accuracy: Advertisements must reflect actual policy terms.
o Clarity: Marketing materials must be understandable to the average consumer.

¢ No Misleading Terms: Producers must avoid vague or deceptive phrases such as “full
coverage” or “guaranteed protection.”

o Disclosure: Limitations and exclusions must be disclosed clearly.
Example

An agency advertising “comprehensive auto coverage” must clarify that flood, wear and tear, or
mechanical breakdown are excluded unless specifically endorsed.

Compliance Note

The DOI reviews advertising practices and may require corrective action if materials are
misleading. Producers should submit questionable materials for compliance review before use.

{Il Rebating and Inducements

Why It Matters

Rebating and inducements distort the insurance marketplace by offering consumers benefits
outside the terms of the policy. Georgia law prohibits these practices to ensure fair competition
and consumer protection.

Prohibited Practices
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e Rebating: Returning part of the premium or offering any valuable consideration not
specified in the policy.

e Inducements: Offering gifts, prizes, or other incentives to secure business.
o Unequal Treatment: Providing benefits to some clients but not others in the same class.
Example

A producer who offers a $100 gift card to clients who purchase a homeowners policy is
engaging in rebating. Similarly, an agency that promises “free coverage upgrades” not included
in the policy violates the law.

Compliance Note

The DOI enforces strict penalties for rebating and inducements. Producers must compete on the
merits of their service and the quality of coverage, not on unauthorized incentives.

& Case Example: False Advertising by a Georgia Agency

The Situation:

A Georgia insurance agency ran advertisements claiming “guaranteed coverage for all risks.”
The phrase suggested that policies provided unlimited protection, regardless of exclusions or
limitations.

The Investigation:
Consumers who purchased policies discovered that exclusions applied, including flood and
earthquake. Complaints were filed with the DOI, which launched an investigation.

The Enforcement Action:

o The DOI determined that the advertisements constituted false advertising under the
Unfair Trade Practices Act.

e The agency was fined and required to withdraw the misleading advertisements.

e The agency was also required to implement compliance training for its producers.
The Lesson:

e Producers must avoid vague or misleading terms such as “full coverage” or “all risks.”

o Advertising must reflect actual policy terms and limitations.

e The DOI actively enforces advertising rules to protect consumers.

@ The Broader Importance of Georgia’s Consumer Protection Framework
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Georgia’s consumer protection framework serves multiple purposes:
e For Consumers: Provides confidence that they will be treated fairly and honestly.

e For Producers: Establishes clear standards of conduct and reduces the risk of
complaints.

o For Insurers: Promotes a level playing field and protects the industry’s reputation.

e For Regulators: Ensures accountability and maintains public trust in the insurance
system.

By prohibiting unfair trade practices, regulating advertising, and banning rebating, Georgia law
ensures that the insurance marketplace operates with integrity.

9% Best Practices for Producers
To comply with Georgia’s consumer protection framework, producers should:

1. Explain Coverage Clearly: Avoid vague terms and disclose exclusions in plain

language.
2. Avoid Misrepresentation: Ensure all sales and marketing materials are accurate.
3. Document Disclosures: Retain records of client discussions and decisions.
4. Avoid Rebating: Compete on service and expertise, not unauthorized incentives.
5. Stay Informed: Monitor DOI bulletins and updates to remain current on regulatory
expectations.
[T Conclusion

Georgia law prohibits unfair trade practices in insurance to protect consumers and maintain trust
in the marketplace. Key statutes include:

o The Unfair Trade Practices Act (O.C.G.A. § 33-6-4): Prohibits misrepresentation, false
advertising, and unfair discrimination.

e The Unfair Claims Settlement Practices Act (O.C.G.A. § 33-6-34): Establishes
standards for fair claims handling.

e Advertising Rules: Require accuracy and prohibit misleading terms like “full coverage.”
e Rebating and Inducements: Ban unauthorized gifts or incentives.

The case of the Georgia agency fined for advertising “guaranteed coverage for all risks”
illustrates the consequences of violating these rules.

Ultimately, Georgia’s consumer protection framework ensures that insurers and producers act
with fairness, transparency, and accountability. For producers, compliance is not just about
avoiding penalties—it is about upholding the integrity of the insurance profession and
strengthening consumer trust in Georgia’s insurance marketplace.
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Section 3 — Prohibited Practices

Market conduct regulation is designed to protect consumers and ensure that insurers and
producers operate with fairness, honesty, and transparency. While most professionals in
Georgia’s insurance industry act with integrity, violations do occur. These violations undermine
consumer trust, distort competition, and invite regulatory enforcement by the Georgia
Department of Insurance (DOI).

This section reviews the most common prohibited practices in Georgia insurance:
misrepresentation, twisting and churning, failure to disclose, unfair discrimination, and
improper use of certificates of insurance. Each practice is explained with Georgia-specific
enforcement examples to illustrate the consequences of noncompliance.

[T Misrepresentation
Definition

Misrepresentation occurs when an insurer or producer exaggerates policy benefits, minimizes
exclusions, or otherwise provides false or misleading information to a consumer.
Misrepresentation can be intentional or negligent, but in either case, it violates Georgia’s Unfair
Trade Practices Act (O.C.G.A. § 33-6-4).

Examples of Misrepresentation
o Claiming that a homeowners policy covers flood damage when it does not.
e Suggesting that a life insurance policy has guaranteed returns when it does not.
e Minimizing the impact of coinsurance clauses or deductibles.

Georgia Enforcement Example

A Georgia producer marketed a commercial property policy as “all-risk coverage” without
disclosing exclusions for flood and earthquake. After a flood loss, the client filed a complaint with
the DOI. The investigation found that the producer had misrepresented the scope of coverage.
The DOI imposed fines and required the agency to implement compliance training.

The Lesson

Producers must explain coverage accurately, disclose exclusions clearly, and avoid
exaggerating benefits. Misrepresentation not only violates the law but also exposes producers
to errors-and-omissions liability.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Twisting and Churning
Definition
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Twisting refers to inducing a policyholder to replace an existing policy with a new one through
misrepresentation, often to the client’s detriment. Churning occurs when a producer replaces a
policy unnecessarily to generate additional commissions, even if the new policy offers no real
benefit.

Both practices are prohibited under Georgia law because they prioritize producer compensation
over client interests.

Examples

e Convincing a client to replace a life insurance policy with a new one by overstating the
benefits of the replacement.

« Repeatedly replacing annuities to generate surrender charges and new commissions.
Georgia Enforcement Example

A Georgia life insurance producer persuaded multiple clients to replace existing policies with
new ones, claiming the new policies had “better returns.” In reality, the replacements triggered
surrender charges and higher premiums. The DOI investigated and found evidence of twisting.
The producer’s license was suspended, and restitution was ordered for affected clients.

The Lesson

Producers must evaluate whether replacements are in the client’s best interest. Any
recommendation to replace a policy must be supported by documented analysis and full
disclosure of costs and benefits.

[} Failure to Disclose
Definition

Failure to disclose occurs when producers omit key policy limitations, exclusions, or conditions.
Even if the omission is not intentional, it can mislead consumers and result in uncovered losses.

Georgia law requires producers to act with transparency and to provide clients with the
information necessary to make informed decisions.

Examples

e Failing to disclose that business interruption coverage under a property policy requires
physical damage to trigger.

o Omitting the fact that cyber liability is excluded under a CGL policy.

¢ Not explaining coinsurance penalties in commercial property policies.

Georgia Enforcement Example
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A Georgia small business purchased a property policy without being told about the coinsurance
clause. After a fire, the claim payout was reduced due to underinsurance. The client filed a
complaint, and the DOI determined that the producer had failed to disclose the coinsurance
requirement. The agency was fined, and the producer was required to complete remedial
training.

The Lesson

Producers must disclose all material terms, including exclusions, limitations, and conditions.
Documentation of disclosures protects both the client and the producer.

8B Unfair Discrimination
Definition

Unfair discrimination occurs when insurers or producers charge different rates or provide
different terms to individuals or businesses of the same class and equal expectation of risk,
without actuarial justification.

Georgia law prohibits unfair discrimination in underwriting, rating, and claims handling.
Examples

e Charging higher premiums to businesses in certain neighborhoods without actuarial
support.

o Offering better terms to clients based on personal relationships rather than risk factors.

o Denying coverage to applicants based on race, religion, or other protected
characteristics.

Georgia Enforcement Example

A Georgia insurer was investigated after complaints that minority-owned businesses were
consistently charged higher premiums for commercial auto coverage. The DOI's market conduct
examination revealed that the rating differentials were not actuarially justified. The insurer was
fined, required to refund overcharged premiums, and ordered to revise its underwriting
guidelines.

The Lesson

All underwriting and rating decisions must be based on legitimate, risk-related factors.
Producers should ensure that clients are treated consistently and fairly.

Tl Improper Use of Certificates of Insurance
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Definition

Certificates of insurance (COls) provide evidence of coverage to third parties, such as
contractors, lenders, or clients. Improper use occurs when producers or agencies issue COls
that misstate coverage, suggest coverage that does not exist, or alter terms to secure contracts.

Georgia law prohibits falsifying or misrepresenting COls, and the DOl has made enforcement in
this area a priority.

Examples
e Issuing a COl that lists higher liability limits than the policy actually provides.
e Suggesting that a COI grants coverage when it does not.

e Altering a COI to meet contract requirements without securing the necessary
endorsements.

Georgia Enforcement Example

A Georgia contractor submitted a COI to a project owner showing general liability and workers’
compensation coverage. In reality, the workers’ compensation policy had lapsed. The DOI
investigated and found that the producer knowingly issued a false COI. The producer was fined,
had their license suspended, and the agency was required to implement compliance controls.

The Lesson

COls must accurately reflect the underlying policy. Producers should never alter or falsify
certificates to satisfy contractual requirements. Doing so exposes both the producer and the
client to regulatory penalties and liability.

@ The Broader Impact of Prohibited Practices

Prohibited practices harm more than individual clients—they undermine the credibility of the
entire insurance industry.

e For Consumers: Misrepresentation, twisting, and nondisclosure erode trust and leave
clients financially vulnerable.

e For Producers: Violations result in fines, license suspension, and reputational damage.
e For Insurers: Improper practices distort competition and invite regulatory scrutiny.

o For Regulators: Enforcement actions consume resources and highlight systemic
weaknesses.

By understanding and avoiding prohibited practices, producers and insurers contribute to a fair,
transparent, and trustworthy marketplace.

92 Best Practices for Producers
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To avoid prohibited practices, producers should:
1. Be Transparent: Explain coverage, exclusions, and limitations in plain language.

2. Document Everything: Retain records of disclosures, client decisions, and COls
issued.

3. Evaluate Replacements Carefully: Ensure that policy replacements are in the client’s
best interest.

4. Apply Standards Consistently: Avoid unfair discrimination by relying on actuarial data.

5. Verify Certificates: Ensure COls accurately reflect the underlying policy.
[T Conclusion

Georgia law prohibits unfair trade practices in insurance, including misrepresentation, twisting
and churning, failure to disclose, unfair discrimination, and improper use of certificates
of insurance. Each of these practices undermines consumer trust and invites regulatory
enforcement.

The Georgia DOI actively investigates and penalizes violations, as illustrated by enforcement
examples ranging from misrepresented property policies to falsified certificates of insurance.

For producers, the message is clear: compliance is not optional. By avoiding prohibited
practices, documenting disclosures, and prioritizing client interests, producers uphold the
integrity of the insurance profession and strengthen consumer trust in Georgia’s marketplace.

Section 4 — DOI Enforcement Tools

The Georgia Department of Insurance (DOI) is charged with protecting consumers and ensuring
that the insurance marketplace operates fairly. While most insurers and producers act with
integrity, violations of market conduct standards do occur. To address these, the DOI has a
range of enforcement tools at its disposal. These tools are designed not only to punish
misconduct but also to deter future violations and reinforce consumer trust in the insurance
system.

This section reviews the primary enforcement mechanisms used by the Georgia DOI: market
conduct examinations, complaint investigations, administrative hearings, and
disciplinary actions. It also highlights a 2021 enforcement example involving rebating
violations.

[l Market Conduct Examinations
Purpose

Market conduct examinations are systematic reviews of an insurer’s or producer’s practices.
They are designed to ensure compliance with Georgia law and DOI regulations.

Scope
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Examinations may cover:

o Sales Practices: Whether products are marketed and sold fairly.

o Advertising: Whether materials are accurate and not misleading.

o Claims Handling: Whether claims are processed promptly and fairly.

e Complaint Resolution: Whether consumer complaints are addressed appropriately.
Process

o Selection: Examinations may be routine or triggered by consumer complaints, patterns
of misconduct, or DOI concerns.

o Review: Examiners review records, interview staff, and analyze procedures.
o Findings: A report is issued identifying violations and recommending corrective action.
Example

A Georgia insurer was subject to a market conduct exam after repeated complaints about
delayed claims payments. The exam revealed systemic issues in claims handling, leading to
fines and mandated process improvements.

R Complaint Investigations
Purpose

Consumer complaints are one of the DOI's most important enforcement triggers. When
consumers believe they have been misled, mistreated, or unfairly denied coverage, they can file
complaints with the DOI.

Process
e Filing: Consumers submit complaints online, by mail, or by phone.
o Investigation: The DOI requests information from the insurer or producer.

e Resolution: The DOI determines whether the complaint is valid and whether corrective
action is required.

Impact

Complaint investigations often reveal broader patterns of misconduct. A single complaint may
lead to a targeted investigation, while multiple complaints may trigger a market conduct exam.

Example

A Georgia homeowner filed a complaint after a claim denial. The DOI investigation revealed that
the insurer had failed to provide a written explanation for the denial, violating the Unfair Claims
Settlement Practices Act. The insurer was fined and required to revise its claims procedures.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
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8B Administrative Hearings
Purpose

When violations are serious or disputed, the DOI may initiate an administrative hearing. These
hearings provide due process for insurers and producers while allowing the DOI to enforce
compliance.

Process
e Notice: The DOl issues a formal notice of charges.
e Hearing: Evidence is presented before an administrative law judge (ALJ).
e Decision: The ALJ issues findings and recommendations.
e Appeal: Parties may appeal decisions to higher courts.
Importance

Administrative hearings ensure fairness and transparency. They allow producers and insurers to
present their side while giving the DOI authority to enforce laws.

Example

A Georgia producer accused of twisting policies requested a hearing to contest the charges.
The ALJ upheld the DOI’s findings, resulting in license suspension and restitution to affected
clients.

© Disciplinary Actions
Purpose

Disciplinary actions are the DOI’s ultimate enforcement tool. They are used to penalize
violations and deter future misconduct.

Types of Disciplinary Actions
o Fines: Monetary penalties for violations of statutes or regulations.

e License Suspension: Temporary removal of a producer’s or insurer’s authority to
operate.

o License Revocation: Permanent removal of authority to operate in Georgia.

o Corrective Orders: Requirements to change practices, implement training, or provide
restitution.

Example: 2021 Rebating Violations
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In 2021, the Georgia DOI disciplined multiple producers for rebating violations. Producers had
offered small gifts and incentives—such as gift cards and promotional items—to secure
business. While these gifts seemed minor, they constituted unlawful inducements under Georgia

law.

Enforcement Action: The DOI imposed fines, issued warnings, and required
compliance training.

Lesson: Even small gifts can be considered unlawful inducements. Producers must
compete on service and expertise, not unauthorized incentives.

@ The Broader Impact of DOl Enforcement

DOI enforcement tools serve multiple purposes:

For Consumers: They provide assurance that misconduct will be addressed and that
the marketplace is fair.

For Producers: They establish clear boundaries and consequences, encouraging
ethical behavior.

For Insurers: They promote consistent standards and protect the industry’s reputation.

For Regulators: They reinforce accountability and maintain public trust.

By using examinations, investigations, hearings, and disciplinary actions, the DOI ensures that
Georgia’s insurance marketplace operates with integrity.

42 Best Practices for Producers

To avoid enforcement actions, producers should:

1.

Understand the Rules: Stay informed about Georgia’s statutes and DOI regulations.

2. Avoid Prohibited Practices: Do not engage in misrepresentation, rebating, or unfair
discrimination.
3. Document Disclosures: Maintain records of client discussions and decisions.
4. Respond Promptly: Cooperate fully with DOI inquiries and complaint investigations.
5. Prioritize Ethics: Place client needs above commissions and avoid shortcuts.
[T Conclusion

The Georgia DOI enforces market conduct through a range of tools: market conduct exams,
complaint investigations, administrative hearings, and disciplinary actions. These
mechanisms ensure that insurers and producers operate fairly, transparently, and in compliance
with the law.

The 2021 rebating enforcement example underscores that even small gifts can constitute
unlawful inducements. For producers, the lesson is clear: compliance is not optional. By
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adhering to Georgia’s rules, documenting disclosures, and prioritizing ethical conduct,
producers protect their clients, their licenses, and the credibility of Georgia’s insurance
marketplace.

Section 5 — Case Studies

Case studies provide some of the clearest lessons in market conduct. While statutes and
regulations establish the rules, it is real-world examples that demonstrate how violations occur
and how the Georgia Department of Insurance (DOI) responds. These cases illustrate the
consequences of misrepresentation, failure to respond to consumer complaints, and misuse of
certificates of insurance.

This section reviews three case studies: a producer misrepresenting homeowners
coverage, an insurer failing to respond to consumer complaints, and a producer issuing
misleading certificates of insurance.

{2 Case 1: Misrepresentation of Homeowners Coverage

The Situation:

A Georgia producer marketed a homeowners policy to a family in Macon. During the sales
presentation, the producer assured the clients that the policy provided “comprehensive
coverage for all risks,” including flood damage. In reality, the policy excluded flood, which
requires separate coverage through the National Flood Insurance Program (NFIP) or a private
market endorsement.

The Incident:

Months later, heavy rains caused flooding that damaged the family’s basement and personal
property. When the claim was filed, the insurer denied coverage, citing the flood exclusion. The
family, feeling misled, filed a complaint with the DOI.

The Enforcement Action:

The DOI investigated and determined that the producer had misrepresented the scope of
coverage. Even though the misrepresentation may not have been intentional, the producer
failed to disclose a critical exclusion.

e The producer was fined under the Unfair Trade Practices Act (O.C.G.A. § 33-6-4).
e The agency was required to implement compliance training for all staff.
e The producer’s record was flagged for future monitoring.

The Lesson:

e Producers must explain exclusions clearly, especially for high-risk perils like flood and
earthquake.

e Using vague terms such as “comprehensive” or “all-risk” without clarification can
constitute misrepresentation.

o Documentation of disclosures protects both the client and the producer.
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Qo Case 2: Insurer Fails to Respond to Consumer Complaints

The Situation:

A regional insurer in Georgia began receiving multiple consumer complaints regarding delayed
claims payments and poor communication. Policyholders alleged that their claims were ignored
for weeks or months without acknowledgment.

The Incident:

Despite repeated notices from the DOI, the insurer failed to respond adequately to consumer
complaints. The lack of responsiveness suggested systemic issues in the company’s claims
handling and customer service practices.

The Enforcement Action:
The DOl initiated a market conduct examination to review the insurer’s practices. Examiners
found:

o Failure to acknowledge claims within statutory deadlines.

o Lack of written explanations for claim denials.

e Inadequate systems for logging and resolving consumer complaints.
As aresult:

o The insurer was fined for violations of the Unfair Claims Settlement Practices Act
(O.C.G.A. § 33-6-34).

e The company was ordered to overhaul its complaint-handling procedures.
e The DOI required quarterly compliance reports for two years.
The Lesson:
e Insurers must respond promptly to consumer complaints and DOI inquiries.
e Failure to address complaints can escalate into a full market conduct exam.

e Strong complaint resolution systems are essential for compliance and consumer trust.
Tl Case 3: Misleading Certificates of Insurance

The Situation:

A Georgia producer issued certificates of insurance (COls) for a contractor bidding on a large
construction project. The COls listed liability limits higher than those actually provided by the
underlying policy. The contractor submitted the COls to secure the contract.

The Incident:

When a claim arose on the project, the project owner discovered that the contractor’s actual
coverage was lower than stated on the COI. The discrepancy led to disputes, financial losses,
and a complaint to the DOI.
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The Enforcement Action:
The DOI investigated and found that the producer had knowingly altered the COls to meet
contract requirements.

e The producer’s license was suspended for one year.
e The agency was fined and required to implement compliance controls for issuing COls.
e The contractor faced reputational harm and lost future business opportunities.
The Lesson:
o Certificates of insurance must accurately reflect the underlying policy.
e Producers cannot alter COls to satisfy contractual requirements.
e Misuse of COls is a serious violation that can result in license suspension or revocation.
@ Common Themes Across Case Studies
Although the details differ, these case studies share important themes:

« Transparency Is Essential: Misrepresentation, whether by exaggeration or omission,
undermines consumer trust.

¢ Responsiveness Matters: Ignoring consumer complaints invites regulatory scrutiny and
market conduct exams.

« Documentation Protects: Accurate records of disclosures, claims, and COls are critical
for compliance.

o DOI Enforcement Is Active: The Georgia DOI investigates complaints, conducts
exams, and imposes penalties to protect consumers.

9% Best Practices for Producers and Insurers
To avoid the pitfalls illustrated in these case studies, producers and insurers should:
1. Explain Coverage Clearly: Avoid vague terms like “comprehensive” or “all-risk.”
2. Disclose Exclusions: Highlight limitations such as flood or earthquake exclusions.
3. Respond Promptly: Address consumer complaints quickly and thoroughly.
4. Verify Certificates: Ensure COls accurately reflect policy terms.
5. Document Everything: Retain records of disclosures, complaints, and certificates.
[T Conclusion

Case studies illustrate the real-world consequences of market conduct violations. A Georgia
producer misrepresented homeowners coverage and was fined. An insurer failed to respond to
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consumer complaints, triggering a market conduct exam and corrective orders. Another
producer issued misleading certificates of insurance and faced license suspension.

The lessons are clear: transparency, responsiveness, and accuracy are essential.
Producers and insurers who prioritize these values not only comply with Georgia law but also
strengthen consumer trust and the credibility of the insurance marketplace.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Section 6 — Best Practices for Producers

Producers are the face of the insurance industry. Their conduct directly shapes consumer trust
and determines whether the marketplace operates fairly. While Georgia law sets minimum
standards, professionalism requires going beyond compliance to embrace best practices that
protect clients, reduce disputes, and uphold the credibility of the insurance profession.

This section highlights five best practices for producers: using clear, accurate advertising;
documenting disclosures and client decisions; avoiding unnecessary replacements;
verifying certificates of insurance; and responding promptly to consumer complaints.

&« Always Use Clear, Accurate Advertising

Advertising is often the first point of contact between consumers and insurance products.
Misleading or exaggerated claims can distort expectations and invite DOI enforcement.

o Best Practice: Use plain language and avoid vague terms like “full coverage” or
“guaranteed protection.”

o Georgia Note: Under the Unfair Trade Practices Act (O.C.G.A. § 33-6-4), false or
misleading advertising is prohibited.

e Practical Tip: Submit marketing materials for compliance review when in doubt, and
ensure that all advertisements reflect actual policy terms and exclusions.

[ Document All Disclosures and Client Decisions
Documentation is the producer’s strongest defense against complaints and regulatory scrutiny.

o Best Practice: Record every disclosure about exclusions, limitations, and optional
coverages. Retain signed applications, declination forms, and written summaries of
discussions.

e Georgia Note: DOI investigators often review producer files during complaint
investigations. Lack of documentation can result in penalties.

e Practical Tip: Use standardized disclosure checklists to ensure consistency across all
client interactions.
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Avoid Unnecessary Replacements

Replacing policies without clear benefit to the client—known as twisting or churning—is
prohibited and undermines consumer trust.

« Best Practice: Recommend replacements only when they provide demonstrable
advantages, such as lower premiums, broader coverage, or improved terms.

o Georgia Note: The DOI disciplines producers who replace policies unnecessarily to
generate commissions.

o Practical Tip: Document the rationale for any replacement, including a side-by-side
comparison of old and new policies.

Tl Verify Certificates of Insurance Are Accurate

Certificates of insurance (COls) are widely used in business transactions, but they must
accurately reflect the underlying policy.

o Best Practice: Never alter a COI to meet contractual requirements unless the policy has
been properly endorsed.

e Georgia Note: The DOI has suspended licenses for producers who issued misleading
COls.

e Practical Tip: Retain copies of all COls issued and cross-check them against the actual
policy before release.

Qs Respond Promptly to Consumer Complaints

Consumer complaints are a key measure of market conduct. Ignoring them can escalate into
DOl investigations or market conduct exams.

o Best Practice: Acknowledge complaints quickly, investigate thoroughly, and provide
clear, written responses.

e Georgia Note: Under the Unfair Claims Settlement Practices Act (O.C.G.A.
§ 33-6-34), insurers and producers must handle complaints and claims fairly and
promptly.

e Practical Tip: Establish internal procedures for logging, tracking, and resolving
complaints within defined timelines.

[T Conclusion

Best practices for producers are not optional—they are essential to maintaining compliance,
professionalism, and consumer trust. By using clear advertising, documenting disclosures,
avoiding unnecessary replacements, verifying certificates, and responding promptly to
complaints, producers protect their clients, their licenses, and the integrity of Georgia’s
insurance marketplace.
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These practices go beyond regulatory requirements. They embody the ethical responsibility of
producers to act in the best interests of consumers and to strengthen the credibility of the
insurance profession in Georgia.

Section 7 — Ethical Dimensions

Ethical market conduct goes beyond compliance with Georgia’s statutes and DOI regulations. It
is about the mindset and values that guide producers in their daily interactions with clients. At its
core, ethical practice means prioritizing consumer understanding and fairness over sales
quotas or short-term gains.

Producers should continually ask themselves: Am | treating this client the way | would want my
own family treated? This simple question reframes the sales process from a transactional
exchange to a relationship built on trust. It encourages producers to recommend coverage that
genuinely meets client needs, explain exclusions in plain language, and avoid unnecessary
replacements that benefit the producer more than the consumer.

Transparency is central to ethical conduct. Clients deserve to know what their policies cover,
what they exclude, and what options are available. By documenting disclosures and respecting
client decisions, producers demonstrate accountability and integrity.

Fairness also requires resisting practices that may be technically legal but ethically
questionable, such as pressuring clients into products they do not fully understand. Ethical
producers recognize that their reputation and the credibility of Georgia’s insurance marketplace
depend on honesty, clarity, and client advocacy.

Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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