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Legal Disclaimer

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

No Legal Advice

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

No Guarantee of Results

The contents of this eBook are based on our experiences, research, and knowledge. However, we
cannot guarantee that the information provided will produce the desired results for you. Every
individual's circumstances are unique, and the effectiveness of the strategies discussed in this eBook
may vary. Therefore, you should consult with a qualified professional or legal advisor before making
any decisions or taking any action based on the information provided in this eBook.

Not a Substitute for Professional Advice

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

Copyright and Intellectual Property

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

External Links

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

Limitation of Liability

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

Governing Law and Jurisdiction:

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

Eddie K. Emmett
200 Russell Court, Canton, GA 30115
eddie@FYIExpress.com

https://[FYIExpress.com

This ebook covers everything insurance agents need to know about learning Personal Lines
Insurance, including different types of coverage, common risks, and best practices for helping clients
choose the right policy. It would be a valuable resource for agents looking to expand their knowledge

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

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

Example:
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

The link will take you to a quiz with multiple-choice questions & 4 possible answers.

It is not mandatory to take the quizzes but it sure is fun (especially if you turn on the music, memes &
sound effects.

Feel free to take the “’Simulated State Exam” when you are ready at

https://www.classmarker.com/online-test/start/?quiz=qqg67190340549f3

Page 3 of 188


mailto:eddie@FYIExpress.com
https://fyiexpress.com/
https://wayground.com/
https://wayground.com/join?gc=55956668
https://www.classmarker.com/online-test/start/?quiz=qgg67190340549f3

I. TYPES OF PROPERTY POLICIES.........coc ot sss s sss s sssns s 22

A. HOmMeowners POLICIES ......ccccueeemriiiiiiiseern s 22
(I 2 [0 (=7 e - T N o 4 o 1 ) O 22
2. HO-3 (Special FOrmM) .......cooiiiiieeeinie s 22
3. HO-4 (Contents Broad Form / Renters INnSUrance)...........cccooeriiinnnninnnnnnnnnnnnnnnsssssssnnnns 22
4. HO-5 (Comprehensive FOrm)........ccooiiiiiiiiiiiiiiiiiiiiissssccsssesssssss s s s s s s s s s s s s s ssssssnnes 22
5. HO-6 (Unit-Owners Form / Condo INSUrance)...........cccccuuummmmmmmmmmmmmmnnnmmnnnnnnssnsssssaanan. 23
6. HO-8 (Modified Coverage FOrm).......ccciiiiiiiiiicecccs s rrrcesscss s s s s s ssssssss s s e e s e 23

B. Dwelling Policies (DP-FOIrmS).........ccccoiiiiiiieiiciiiiirrrrecsccss s s e s s e smmssss s s s s s s s s smssnssssssssnssnmnnes 23
1. DP-1 (BasiC FOIM) ....... it s s e s s s s s e e e s s s s s s e e e e s s s e e e e e nmmnnnnas 23
2. DP-2 (Broad FOIM) .....ccceeeiiiiiieiiieces s er e s rnmssss s s s s e s s s mmm s s s s s e s e e s mmna s s s s e e e s e mmnssssnssennnnn 23
3. DP-3 (Special FOrm) ... 24

C. Inland Marine POlIiCIeS.........couiiiiiiiiiiiiiii i 24
Personal Articles FIOAter ... 24

D. National Flood Insurance Program (NFIP) ..........cciiiiincnccceeccesecssess s 24

E. Other Specialty POlICIeS........cciieeeccii it e r s e s e e e e nmnnes 24
I T 3 o 10T 1 (S 24
2. MOoDbile HOME........coueeeiiii i 24
3. Watercraft .........ooc o —————————————————— 25
T B4 4 T £=3 o o N 25

Practice with Flashcards & Recall Checks ..............cccovimiiiiiccer e 25
Il. TYPES OF CASUALTY POLICIES .........iiiiireeeeree e ssme e s e essmn e s e me s s s s mmn e e s s ssmne e eas 25

A. Personal Automobile............ 25

T 1 o1 1 25
= TR = T Yo 11V 1o T SN 25
o T o o =T YA B F- T 1 T T - O 25
Lo o 8 I3 1 S 25
d. Combined Single Limit..........ccoiiiiiriccsr s r s e 26

2. Medical Payments ..o 26

3. Physical Damage.........cccoorsssssss s 26

4. Uninsured Motorists..........ccouviiiiiiiiiiiiiiiiiiciisiss s s 26

5. Underinsured MOtOFIStS ............uuuummmmmmmii s 27

6. WhO IS @n INSUIEd .........ceemiiiii s 27

Page 4 of 188



A 13/ 1= o 2 N1 o P 27

. OWNEA AULOS.....cciiiiiiiseer e 27

b. NON-OWNEA AULOS.......eumiieiiiiiiiiiiisss s n e 27

C. HIred AULOS ... n s nnnnnn 27

d. Temporary Substitute AUtOS ...........coeriiiiiiiiiii i ———— 27

€. Newly Acquired AULOS .........cooviiiimiiimimiiiiir e s s 27

f. Transportation Expense & Rental Reimbursement ............ooooeiiiiiicccccciniienens 27

8. EXCIUSIONS .....uuiii i ————— 28
B. Umbrella/Excess Liability .........cccceiiiiiiiiicci s s e s s e e e 28
Practice with Flashcards & Recall Checks ..............cccovmmmiiriinncnnei s 28
N 14T U 1T - 28
1. Law of Large NUMDErS..........coomiiiieeeeeeeeeeeeenee s 28
B. Insurable Interest ... ——————————————— 29
O T 29
1. Pure vs. Speculative RiSK ..o s s e 29

D o = 2 T o 29
T =Y 29
I T 29
T = o N 29
2. INAIF@CE ... e ——————————————————————————————— 29
L I o T =TV 111 T 1o N 30
1. Actual Cash ValUue ... s 30
P2 & =Y o F= Lo =1 4 0= 4 1 0o T SO 30
3. Market Value....... .. 30
4, Stated ValUe..........coocieeeeiiii s 30
5. 8aIVAaQe ValU@.......... ettt r s e e s s e e e e e e e e e e e nnn e eens 30
H. ProxXimate CauSe ..........ccuiiiiiiiiiiiniirre s s 30
L DEeAUCEIDIE ...t 31
o INA@MINILY ... 31
K. Limits of Liability........cccouiiiiiii 31
L. Coinsurance / Insurance to Value............ccoooummimiiiiiniisesir s 31
TR T o 1 T o 31
N. Cancellation..........ccccieiiii i ——————————————————— 31

Page 5 of 188



Practice with Flashcards & Recall CheCKS .........cciieiirmiiiiiieiiieiirniessiessresssesssesssessresssnsssnsssnnns 32

L0 N 0 41T T T | 32
P.Vacancy and UNOCCUPANCY ......ccceuuueiiiiiiririmennssasssessrnnmssssssssssssssmssssssssssssssnnssssssssssssssnnnnns 32
O TR - T 11 32
Y o= o T N 32
70 1 32
BT Lo T T 32
S 1 T2 o | 1 =T o T =N 33
S. BIiNAErS ...t ——— 33
T.ENAOrSEMENTS .....cccoviiiiiiiiniiniiiiininin s 33
U. Blanket vS. SPeCIfiC........uuciiiiiiiiiccei it rr s e r e e s e e e nnnnnas 33
V. Burglary, Robbery, Theft, and Mysterious Disappearance................ccccoviiiiiiiiiiiiiiniiinnns 33
W, WarTanties .........uuuuuui 33
X. Representations ........cccccceciiiiiimiiiccsss s s rscssss s s e s s e s s s s s r e e n s e e r e rnnmann e e e e e e nnnnn 34
Y. CoNCEAIMENL ... ——— 34
Z. Deposit/ Premium AUdit ...t e 34
AA. Certificate of INSUraNCe ............cooiiiiiiieei e ——————— 34
=] = = 3 T T [ 34
(I 0T 4T =T L= T o] N 34

Q. GENEIAL ... e ———————————— 34

o TS 7= o T | PR 35

2. PUNIEIVE .. 35
CC. Compliance with Provisions of Fair Credit Reporting Act............ccccvviiiiimmminnnnnennnnnnee 35
Practice with Flashcards & Recall Checks ..............cccoiimiiiiiccrr e 35
V. PROPERTY AND CASUALTY POLICY PROVISIONS AND CONTRACT LAW...........ceuuee 35
A. DeClarations...........eeeeiiiiiiiiiir i ———————— 35
B. INSUNNG AQreemEeNt...........ccooiiiiieeieiircrrrrrcesss s s e e s s s nmas s s s s e e e s s nnsssssssssreersnnssssssssenennnnnnnes 35
O 0o T3 o [ 1o 3T 36
D T (o [T =] o o 36
E. Definition of the Insured...........ccoovviiiiii———— 36
F.Duties of the Insured After @ LOSS.........ccoviiiiiiiiiiiiiiii s 36
G. Obligations of the Insurance CompPany .........cccccviiiiiiiriiiinieees e 37
H. Mortgagee Rights ...t rr s s s s s r s s s s e s s e s e e nmn e 37

Page 6 of 188



I o o Yo 3 o ) 8 1 T 37

J. Notice Of Claim........coiiiiiiiiieiiie e 37
O o o -3 | R 37
L. Other InSUrance ProviSion ..........cccciiiiiiiiiiiiiiiiiis s s s s s ss s 38
M. Subrogation...........couiiiiii i ——————————————— 38
N. Elements of a Contract ............ccciiiiiiiii s 38
O. Sources of Underwriting Information.............ooooviiiiiiiiiiiiii 38
P.Fair Credit Reporting AcCt..........cooiii s s s s s s s s s e e s e e s s s e e e e rnmmnnes 38
Q. Privacy Protection (Gramm-Leach-Bliley) ... 39
R. Policy AppPlication .........cc. i crrcs s srrie s s s s s s s s s e s s s e s s e s ma s s rrmn s s nemmnnnnnns 39
S. Terrorism Risk Insurance Act (TRIA).......cooeeiiii e e s e e e 39
T. Cancellation and Nonrenewal ProviSions...............uuueeeeemmmmmemmmmmmmmmnsnsnssaas 39
U. Supplementary Payments...........ccciiiiiiiiiiiiiiis s s s s 39
V. Loss Settlement Provisions Including Consent to Settle a Loss..........ccccociiiiiiiiinnnnnes 40
W, TOITIONY .. 40
Practice with Flashcards & Recall Checks ..............cccovmmriimiinnisnnr s 40
V. GEORGIA STATE LAWS, RULES, AND REGULATIONS PERTINENT TO ALL INSURANCE
I 40
A. Insurance Department and COMMISSIONET ............cccoiiimiiimiiiiini i 40
1. Broad Powers and DULIES ...........cceeiiiiiimiiiimiiiiiiieeessesesssnsssssssssss s 40
2. Examination of Records...........cccoiiiriiiiiiiiinn s 40
3. Investigations/Notice of Hearing ..........ccooviiieeecciii s s s 41
L Y - 11 1= 41
B. General Insurance Definitions .........ccccviicinmmemine e ———— 41
1. Domestic, Foreign and Alien.............ooceiiiiieciiiiics s r s r s s s s s e s s e s s 41
2. Stock and Mutual............———————————————————— 41
3. Authorized/Unauthorized & Certificate of Authority..........cccoooiiiiiiiiiiiicinc, 42
4. Insurance Transaction / Transacting Business ...........ccccciviiiiiiiiiiiicccccccccccccccccceeees 42
C. Licensing of Agents, Counselors, Subagents, and Adjusters............cccceeecceiiiiirnreeene. 42
1. Agent Responsibility .........ccceu oo e e e 42
2. License Maintenance ... 42
3. License Revocation, Suspension, Denial, or Refusal to Renew..............ccevreeannnneenn. 42
L =Y 4T o] - 1 TR T oY T 43

Page 7 of 188



B, NONIESIAENT LICENSE ...ccuiieiireiireiireiireira e e reasressresresrasrassrasssnsssnssenssenssennsennsenssnnnren 43

6. CoUNSEIOr LICENSE .......ccoiiiieeirrr e 43

7. AdJUSter LICENSE.......ccceeeeciii i ieerrcerse s e s e s s s e e e s s s s s s s e s e s s mmna s s s e e e e e nmmassssnssnnnnnn 43

8. SUrplus Lines BroKer ........ . e s e s s s e s s e e e e s s e e e 43

D. Unfair Trade Practices...........ccouiiiiiiiiiiiiiiiiiiiiss s ss s s s s s s s s 44

1. REDAtING....ccceeeeeeeeeee e 44

2. Defamation.........ccociii i —————————————— 44

3. Unfair Discrimination ..........cccccemiiiiiiiciere s 44

4. Misrepresentation..........cccco i rrre e e 44

5. Controlled BUSINESS..........cccvmmmmiiiiiiissr s 44

o 1= o =T o N 44

7. COBICION ...eueeeeeeinnnnn e 45

8. COMMINGIING ... ———————— 45

9. Fiduciary Responsibility .........ccoooiiiriniinii 45

10. Sharing COMMISSIONS........cccviiiiiiiiiiiiiirier s 45

(T X T T F= L = 45

12. Unfair Claims Practices..........ccooiiiiimmminisesrre s 45

RS TR - 10 46

Practice with Flashcards & Recall Checks ..............cccovmmriiriiinncnie s 46
V. GEORGIA RULES AND CODES PERTINENT TO PROPERTY & CASUALTY INSURANCE

................................................................................................................................................. 46

A. Cancellation and Nonrenewal of POlIiCIes ...........cccoiiiiiiiiinninciccc 46

B. Regulation of Rates...........ccciiiiiiiii i ——————— 46

O = T g o LT N 47

D. Georgia Insurer Solvency PoOl..........ciiiiiiii e 47

VI. GEORGIA RULES AND CODES PERTINENT TO PERSONAL LINES ONLY ..........ccoueeee. 47

N o | o - T 47

L o 48

1. Defensive Driving (O.C.G.A. § 33-9-42) ..........ccoiiiiiiicccrr s e e s e e e eennn 48

2. Uninsured Motorists Coverage (0.C.G.A. § 33-7-11) ..eurerens 48

3. Financial Responsibility Law (O.C.G.A. Titles 40 & 33-34).......ccccceiiiiiiiiiininiiiinnnnns 48

4. Georgia Automobile Insurance Plan (Assigned Risk)..........ccccciiiiiiiinnnnn, 48

Practice with Flashcards & Recall Checks ..............cccovimiiiiie e 49

Page 8 of 188



[J Module 1 - Ethics in Property & Casualty Insurance (Part 1).........cccoovimmniiniiciiieennnen. 49

Section 1 —What Do We Mean by “EthiCs”? ......cccoiiiieicciiiiirrrrecesess s s e 49
Moral vs. Legal Obligations ............ooiiiiiiii e 49
Professional Codes of CONAUCT ...........c.uuiiiiiiiiiiie e 50
Public Trust: The Foundation of Insurance............ccooooiiiiiiiiii 51
Building an Ethical MINASEt ... 51

COMEIUSION ...ttt e e e e e et e e e e e e e 52
Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............ccceevviiiiennnn, 52

Section 2 — Ethical Dilemmas in Practice..........ccccccmiiriiiiiiiiniserire s 52
Common Ethical Dilemmas for ProdUCers ... 52
a5 StUAY EXAMPIES ..oveii e 53
Tools for Ethical Decision-MaKing ..........cccoooiiiiiiiiiiii e 53

<Ay Ethical ChoiCes Matter...........oooiiiiiiiiie s 53

Section 3 — Building an Ethical Culture in Agencies ...........cccoiiiieeccciiirrnrecesscse e eeeeeeees 54
The Role Of LEAdErShip .....ccoooeiiieiee e 54
Training and Reinforcement ..............ooi e 54

~<aBHGMING INCENTIVES ..o e 54
<dife-Ripple Effect of CUUIe ...........ooii e 55

Section 4 — The Role of Ethics in Long-Term Client Relationships ........cccccccccceeiiiirnnneeeee. 55
TEUSt aS @ BUSINESS ASSEL.....ooiiiiiiiiiii e 55
Ethics in Everyday INteracCtions .......... ... 55
Ethics as a Long-Term INVestment ... 56

[0 Lo =11 4 Vo TR0 I o Lo 10 o [ o - 56
Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............ccceevvveeeeennn. 56

Section 5 — The Ethics Toolkit: Practical Guides for Daily Use...........cccccmrrrriiiniiiiinnnnnnnn. 56
Quick Ethics Checklist for ProdUCETS ............cooiiiiiiiiiiiiiiiieceee e 56
Red Flag Indicators of Unethical Behavior...............c..ccooiiiiiiiiiiee e, 57
Decision-Making Framework: The “Four Lenses”.............cccc 57
Practical TOOIS fOr AQENCIES..........oooiiiiiii e 57
Daily Habits for Ethical PractiCe..............uuiiiiiiii e, 57

Page 9 of 188



FiNal Wrap-Up....ccoo e ierirrcecss s s s s s s s s s s s s s s ss s s s s e e e s mmmss s s s e e e e e nmnnsss s e e e nnnnmnnnsnnn 58

[J Module 2 - A Training Manual for Producers and Staff ................coecceii e 58
Section 1 — What Do We Mean by “EthicS”? ... 58
Section 2 — Ethical Dilemmas in Practice.........cccccccmmiriiiiniiinisniir e 59
Section 3 — Building an Ethical Culture in Agencies ..........ccccoriiiieicccinirsseecssccss e e eeeeeees 59
Section 4 — The Role of Ethics in Long-Term Client Relationships ........cccccccccceeiiiiinnneeeee. 60
Section 5 — The Ethics Toolkit: Practical Guides for Daily Use............cccvieeeeceeiiiirneecnnns 60

Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............ccceeveveeeeennn. 61
Case Study Handouts: Ethics in P&C INSUrance ..o s 61

Case Study 1 — The Cheapest POlICY ........cc.uuiiiiiiiiei e 61
Case Study 2 — Commission vs. ClIeNt NEEedS.............uuuuiiiiiii e 62
Case Study 3 —The Claims Delay .............uuuuuiiii s 62
Case Study 4 — Confidential Information..............c.ooviiiii e, 62
Case Study 5 — The Preferred Carrier Push.............ocouviiiiiiiiiic e, 62
What Does Fiduciary Duty MEaNnT ..o 63
Handling Premiums: Safeguarding Client FUNAS ............cccooiiiiiieeen 63
Disclosure: Telling the Whole Truth ... e 64
Eoyalty: Putting Clients First............ooiiiiiiii e 64
Case Example: A Georgia Agent’s Breach...........ccuuveiiiiiiiiiiiiiiie e 65
Fiduciary Duty as Both Ethical and Regulatory............ccccooveiiiiiiiiiiiii e, 65
Best Practices for Upholding Fiduciary Duty............c..coiiiiiiiiiiiiiiieeeeee e 66
<@he Broader Impact of Fiduciary Duty ... 66
(7o) 011 U E] o] o I TP U PPT P 66
Section 3 — Conflicts of Interest in Property & Casualty Insurance.........ccccccceeviiirvreeeee. 67
Defining Conflicts of INterest...........oooiii i 67
Example 1: Commission-Driven Recommendations...................uuvviivviiieiiiiirieeinnnennnns 67
Example 2: Steering Toward Affiliated BUSINESSES..........ccooiiiiiiiiiiiiiiiiiiiieeeeen 68
<«Brample 3: Gifts and INCENTIVES...........uuuiii e 68
Case Scenarios for Learner ANalYSIS ........oooouiiiiiiiiiiiiiieeee e 68
Scenario 1: The Bonus AULO POIICY ........iiiiiiiieciee e 68
Scenario 2: The Family Repair ShOP......ccoiiiiiiiiiiciee e 69

Page 10 of 188



Why Conflicts of Interest Matter ...............oooiiiiiiiii e 69

Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............ccceeiviiiinnnnn, 69
Managing Conflicts Of INterest ... 69
~<aEREBroader PEerspeCHiVE ... .....ooii i 70
(7o) 011 U L] o] o I PP EPPTTRP 70
Section 4 - Common Ethical Dilemmas in Property & Casualty Insurance...................... 70
Claims Handling: Advocate or Neutral Party?............cccoooiiiiiii e 70
Underinsurance: Saving Premium vs. Adequate Protection ............................... 71
Advertising: Highlighting Benefits vs. Minimizing Exclusions ..............cccccccciiiiiinee. 72
Using Ethical Frameworks in PractiCe ..., 72
<Ay Gray Areas Matter...... ..o 72
COMEIUSION ...ttt e e e e et e e e e e e e 73
Section 5 — Georgia’s Ethical Expectations ...........ccccoiiniiiiiiine s 73
Ethics Continuing Education: A Condition of Licensure............cooocviiiiiiiiiiiiiniiiee, 73
Georgia Statutory Prohibitions ... 74

1. Misrepresentation of POlICY TEIMS .......coouiiiiiiii e e e 74

2. Rebating or Offering INAUCEMENTS...........oeiiiiiiii e 74

3. Unfair DiSCrimination ............oooiiiiiiii ettt 74
Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............ccceeviiiiinnnnn, 74
Enforcement Actions: Lessons from the DOI...........ccooiiiiiiiiiieee 74
Applying Georgia’s Ethical Standards in Practice.............ccccccoiiiiiiiii 75
<@he Broader Impact of Georgia’s Standards ...........ccccoiiiiiiiiiiiii e 75
COMEIUSION ...ttt e e e et e e e e e e e 76
Section 6 — Best Practices for Ethical P&C Practice .........ccccccerrrrriiiniiiiinernne e 76
Adopting a Personal Code Of EthiCS .........ccoiiiiiiiiiiiii e 76
Documenting All Client INteractions............occuiiiiiiiiiiiiie e 76
Disclosing Conflicts of Interest............oooiiiiii e 77
<diBe-Public Test: “Would | Be Comfortable if This Decision Were Public?”................... 77
Daily Ethical Decision-Making Checklist ..............cooiiiiiiiiiiiiie e, 77
COMEIUSION ...ttt e e e e e et e e e e e e e 77

Page 11 of 188



Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............ccceevviiiiennnn, 77

[1 Module 3 — Ethics in Property & Casualty Insurance (Part 2).........cccceeeecceiiiirvreecennnn, 78
Section 1 —- Why Scenario-Based Ethics Matters..............coooiimiiicccieee s 78
Why Scenarios Matter More Than Rules AloNe ............cooooiiiiiiiieiiieie e, 78
<Bxample Dilemma 1: Broader Coverage vs. Cheaper Premiums ............c....cccoeunenee. 79
Example Dilemma 2: Underinsuring Property to Save Money ..........cccccceeieeiivivviinnnnnnn. 79
<Example Dilemma 3: Sales Quotas vs. Suitability ...........ccccooiiiiiiiii 80
How Scenario-Based Training Builds Ethical Muscles...........cccccccoeeiiiiiiiiiiiieees 80
Practical Tools for Scenario-Based EthiCs ... 81

<@Ehe Broader Impact of Scenario-Based Ethics ....................... 81
(7o) 011 U L] o] o IR PPTT P 81
Section 2 — Ethical Decision-Making Frameworks........ccccccccoiiimmiiieeiiciininsseecsccss s e e eeeeenns 82
The-Duty-Based APProach ...t 82
~diEfe-Utilitarian APPrOoacCh......... ... 83
Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............ccceevvveeeeennn. 83
The Virtue APPrOacCh .......ccoiie e e e a e e e eaaaaas 84

The TransSparenCy TESt ... e 84
Practicing Frameworks with P&C Scenarios ... 85
Scenario 1: Underinsuring to Save Premium..........cccooooiiiiiiiii e 85
Scenario 2: Sales Quotas vs. Suitability ... 85
Scenario 3: Misleading AdVErtiSiNg..........oooiiiiiiiiiii 86
<Btegrating Frameworks into Daily Practice ......................ccccoo 86
COMEIUSION ...ttt e e e et e e e e e e e 86
Section 3 — Case Studies of Ethical Failures ..o 86
Case 1: Misrepresentation of Homeowners Coverage in Georgia.........ccccccceeeeeeeeeennn, 87

Case 2: lllegal Rebates in Auto INSUranCe...........cuuueiiiiiiiiiiiii e 87

Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............ccceevviiiiennnn, 88
Case 3: Claims Adjuster Delays for Financial Targets ...........cccoooiiiiiiiiiiiiiniiiiiee, 88
CommOoN Themes ACIOSS CaASES .....ccooiiuiiiiiiiiiie ettt 89
Lessons for Producers and AQENCIES .........ccciviiiiiiiiii et 89

Page 12 of 188



<Ehe Broader Impact of Ethical Failures .............oooiiiiiiiii e 90

(7o) 011 U L] o] o I PRSP UPPTT P 90
Section 4 — Case Studies of Ethical Success..........ccccciiiiiiiin - 90
Case 1: The Producer Who Refused an Unsuitable Sale ...............ccccccceeiiniiiiinenn. 90

Case 2: The Adjuster Who Advocated for Fair Settlements...............ocovvvviiiiiiiiiiinnnnn. 91

Case 3: The Agency That Embraced Transparency............ccccouueeeeeiieeeiiniiiiiiiiieeeeeenn 92
Common Themes ACroSS SUCCESS SEONES ........couiiiiiiiiiiiiiiiiiieiee e 92

<@Bhpe Broader Impact of Ethical SuCCesS..............oooooiiiiii 93
COMEIUSION ...ttt e e et e e e e e e e 93

Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............ccceeveveeeeennn. 93
Section 5 — Georgia Enforcement & Market Conduct............cccoomiieeeccciiiirrrececcee e 93
<ddow Complaints Trigger INVestigations ... 93
Market Conduct EXaminations .............uuiiiiiiiiiiiie e 94
Common Violations in GEOIQIA.........c..coeiiiiiiiiiec e e 94
<@Zamalties for VIolatioNs ... 95
<“B@eent DOI Bulletins on EthiCs ... 95
LeSSONS fOr PrOAUCEIS......ooiiiiiiii e 96

<éEhe Broader Impact of Enforcement.............ooooiiie 96
COMEIUSION ...ttt e e e e e et e e e e e e e 96
Section 6 — Best Practices for Ethical Culture............cccoiiiiiimi e 97
Establishing Written Codes of Conduct ...........cccooiiiiiiiiiii e, 97
Training Staff on Ethical Scenarios...............eeiiiiiiiiii e 97
<Bpcouraging Open Discussion of DIlemmas ..........coooeiiiiiiiiiiiiie e 97
<®Bewarding Ethical Behavior, Not Just Sales ..........ccccccooiiiiiiiiiiiiie e, 98
(7o) 011 U L] o] o IO UPPT P 98

Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............cccceeeeeeeeeennn. 98
[J Module 6 — Auto Insurance Compliance in Georgia......ccccccccceeiiiiirrrrecensssnseeresesssssssseenns 98
Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............ccceeviiiiinnnnn, 99
Section 1 — Georgia’s Auto Insurance Framework.............ccccocmmmriiiinininnenine s 99
Mandatory Auto Insurance in GEeOrgia ............cceiiiiiiiiiiiiiiii e 99

Page 13 of 188



Minimum Liability LIMIiES ........ee e 99

<a@wof of Insurance ReqQUIrEMENTS.............oocoiiiiiiiiiiiiieece e 100
Penalties for Non-ComplianCe ............coiiiiiiiiiiiic et 100
Why ComplianCe Maters ..........ouvuiiiiiieiiee e 101

Case Example: The Cost of Non-Compliance...........cccoooeiiiiiiiiiiiiiiieeeeeeeee e, 101

<@he Role of Producers and AdJUSEErS ..........coooiiiiiiiiiiiccccccceeeceeeee e 102

(7o) 1] [UE] o] o KPP UUPPR PP 102
Section 2 — Producer Compliance Obligations ..............ccociimmmicccieere s 102
<@@geurately EXplaining COVEIrage ..........oooiiuiiiiiiieee et 103
Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............cccceeeeeeennen. 104

<aFSBIOSING EXCIUSIONS ..o 104

~A@iding Misrepresentation.......................c 104
Documenting Recommendations.............oouuiiiiiiii i 105
Case Example: Ride Sharing EXCIUSION .............oooiiiiiiiiiiiiiieeeee e 106

<@he Broader Impact of Producer Compliance...............ccccccoiiiiiiiiiiie 106

(7o) 1] [UE] o] o H PP ETPPR PP 107
Section 3 — Uninsured/Underinsured Motorist Coverage (UM/UIM)..........ccccciriiiiiiinnns 107
What IS UM/UIM COVEFAQE?.......ccoeeeeeeeeiiee et ettt e e ettt e e e e e e e eeannes 107
<al@E@Eicer OblIgatioNs .........ooiiii e 108
Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............cccceeveeeennnn. 109
CoMPHANCE RISKS......cceeiieeiici e e 109
Scenario: Failure to Obtain a Signed Rejection.............cccceeviiiiiiiiiiie 109

Best Practices for ProdUCEIS ...........c..uiiiiiiiiiiii e 110
<@he Broader Impact of UM/UIM Compliance..............cccccoooiiiiiiiiiiee 110
CONCIUSION ...ttt eesnaennnnnnnnnnnes 111
Section 4 — Claims Compliance in Auto INSUrance..........cccceveeeieeieeeeeeseeesseseee e eeeees 111

~aRFOPAPt ACKNOWIEAGMENT ... 111

<aCBEHate EValuation............oooiiii i 112

<A@EARSPAreNnCY iN DENIAIS. .......ccoiiiiiieiee e a e 112

<B@IdiNg UNnfair PractiCes...........oii i 113

Page 14 of 188



<Ehe Broader Impact of Claims ComplianCe ...........cceeeiiiiiiiiiiiiiieee e 114

CONCIUSION ..o e e e e e et 114

Test Your Understanding with Multiple-Choice Q&A & Recall Checks ..............ccceeviiiennn. 114
Section 5 — Case Studies of Enforcement ... 114
<@ase 1: Failure to Report Policies to GEICS...........ccccoiiiiiiieeeee e 115
<@ase 2: Misrepresentation of “Full Coverage” ..............oevvvvviveeeeeeveeeininiineeeeennnnannns 115

Case 3: Undervaluing Totaled Vehicles ... 116
<€emmon Themes Across Enforcement Cases ..........cooooiiuiiiiiiiiiiiiiiiiiiiecceee e 117
Best Practices for Avoiding Enforcement ACIONS ...........ooooiiiiiiiiiiiiiiiieeeeeen 117
COMEIUSION ...ttt e e e e e e e e e e e e e 117
Section 6 — Best Practices for Producers...........cccccmiiiiiiniciiinsnnnne s 118
Always Explain Coverage in Plain Language.............cccueeviiiiiiiiiiiiiiiieeee e 118
<@pcument All Disclosures and Client DECISIONS.............ccuiiiiiiiiiiie e 118
Obtain Signed UM/UIM ReJECLIONS.........ccoiiiiiiiiieii e 118
Verify GEICS RePOIING .....cooiiiiiiiiiiiii et a e 119
Provide Written Explanations for Denials .............cccooooiiiiiiiii e, 119
COMEIUSION ...ttt e e e e e e e e e e e e e 119

Test Your Understanding with Multiple-Choice Q&A & Recall Checks ..............ccceeeeeeennnn. 120
Section 7 — Ethical DIMENSIONS ..........ceeiiiiiiiiierrr s 120
[J Module 7 — Homeowners Insurance Compliance & Basics .........cccceeeecciiiierereccnnnnnn, 120
Section 1 — Overview of Homeowners INSUrance.............ccoovemmmmiinnssernss e 120
The Core Coverages of Homeowners INSUrance .............ccooeeeevviiiiiiiieeceeeeeeee e 121

<pe 1ISO Homeowners Policy Forms (HO 1 —HO 8) ....ccuviiiiiiiiiieeeee e 121
Why Homeowners Insurance Is Essential...............cvviiiiiiiiiiiiiie e, 123

Key Considerations for Producers and Adjusters ............cccueeeiiiiiiiiiiiiiiiiceeeeee 123
EXampPle SCENANIO .......cooeiiiii i 123

<@he Broader Impact of Homeowners Insurance ..................cccccccie 124
(7o) 011 U L] o] o H PP PETPPR PP 124

Test Your Understanding with Multiple-Choice Q&A & Recall Checks ..............ccceeviiieenn. 124
Section 2 — Georgia Regulatory Framework ..........cccccoiiiiieeminnsesnne e 124

Page 15 of 188



<@ancellation and Nonrenewal RUIES.............cccviiiiiiiii e 125

Disclosure ReqQUIrEMENTS ........cooiiiiii e e 125
Fair-Underwriting Standards............ccoooviiiii e 126
<a@Bmsumer Rights ... 127
Case Example: Failure to Provide Proper Notice of Nonrenewai........................... 127

<@Ehe Broader Impact of Georgia’s Regulatory Framework ......................................... 128
(7o) 1] [UE] o] o KPP UUPPR PP 129

Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............cccceeeeeeennnn. 129
Section 3 - Common Exclusions & Endorsements ...........ccccccmmiiiiinniniieennnncsnnens 129
<@®pmmon Exclusions in Homeowners PoliGies.............occooiiiiiiiiiiiiieeeee e 129
Endorsements to Fill Coverage Gaps..........uuuiiiiiaiiiiiiiiiiieieee et 131

Case Example: The Importance of DiSClOSUre.............c.vueeiiiiiiiiiiiicie e, 132

<Ehe Broader Impact of Exclusions and Endorsements.......................ccc. 132
Best Practices for ProdUCErS ... 132
COMEIUSION ...ttt e e e e et e e e e e e e neees 133

Test Your Understanding with Multiple-Choice Q&A & Recall Checks ..............ccceeveeeennnn. 133
Section 4 — Claims Handling in Homeowners Insurance..........cccccceeucciniiimmrrecesscsnnsnenenes 133
© Prompt Acknowledgment and Investigation .............cccooiiiiiiiiiiiiiee e 134
<@&geurate Valuation Of LOSSES ..........uuuuiiiicc et 134
<@lear Explanations of Coverage DEeCISIONS...........cuueieiiiiiiiieiiiiee e 135
<aBDIEING UNFair PracCtiCeS........ooiii it 135
Scenario: Misrepresentation of FIood EXCIUSION ..............covvviiiiiiiiiiiiiiiiiiiiiiiiiiiiiiinans 136

<@pe Broader Impact of Claims Compliance....................cccccci 136
COMEIUSION ...ttt e e e e e et e e e e e e e 137
Section 5 — Case Studies of Enforcement...........ccccoiiiiiiiciiiieerre s 137
Case 1: Misrepresentation of Mold Coverage............ccccuuviiiiiiiiiiiiiiiiiiieeeee e 137

Test Your Understanding with Multiple-Choice Q&A & Recall Checks ..............ccceeveiieenn. 138
<€ase 2: Failure to Provide Proper Cancellation Notice .............ccccccvveeeeeiiicinnnee. 138

Case 3: Inadequate Disclosure of High Deductibles on Coastal Property ............. 139
<«€emmon Themes Across Enforcement Cases ................cccccii 139

Page 16 of 188



Best Practices for Avoiding Enforcement ACONS ..........coooiiiiiiiiiiiiiiiieceeeen 139

(7o) 1] U L] o] o H PO ETP PRSP 140
Section 6 — Best Practices for Producers...........ccccciiiiiiiiiciiisssnnne s 140
Explain Exclusions and Limitations in Plain Language.................couvviiiiiiiiiiiiiiiininnnnns 140
<Bpevide Written Summaries of Coverage and Endorsements.............cccccccveeeennnneen. 141
Document All Client CommMUNICALIONS ..........coiiiiiiiiiiiiiiece e 141
<aerify Compliance with Cancellation and Nonrenewal Rules .................................... 141
Encourage Clients to Review Policies Annually.............cccooviiiiiiiiiiie e, 142
COMEIUSION ...ttt e e e e e et e e e e e e e 142

Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............cccceeeeeeennen. 142
Section 7 — Ethical DIMENSIONS ........cccceeirriiiiiiiiir s 142
1 Module 11 — Market Conduct & Consumer Protection..........cccccceviiiiiiniciiiseennnennes 143
Section 1 — What is Market Conduct?............ccciiimmmmmiiieerrr e 143
Defining Market CoNAUCT ...........oooiiiiiii e 143

The Role of the Georgia Department of Insurance.............ccccoooeiiiiiiiiiiieeeiee, 144
SAIES PracliCes.....oooi i 144
Advertising and Marketing ........cooeiiiiiiiiiiiiii 145
ClaiMS HaNAING....ccooiiii e e e e e 145
~<a@OPPIaiNt RESOIULION........eiiiiiiiiice e 145
Producer CONAUCT ...........uiiiiii e a e 146

<Alhy Market Conduct Matters for Consumer Trust...................... 146
Best Practices for ProdUCErS ... 147
COMEIUSION ...t e e e e e et e e e e e e e 147

Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............cccceeeeeeennnn. 147
Section 2 — Georgia’s Consumer Protection Framework .............ccoovveiiiieeeeeeeeeneeeeeeeenennes 147
The Unfair Trade Practices Act (O.C.G.A. §33-6-4)...c...oceeiiiiiiiiiiiiiie e, 148

<@e Unfair Claims Settlement Practices Act (O.C.G.A. §33-6-34).......cccccceeeeviiiinnnnne. 149
AAVErtiSING RUIES ... 149
<aR@bating and Inducements..................... 150
Case Example: False Advertising by a Georgia Agency ..........cccccceeeiieeveveiiiieeennn. 150

Page 17 of 188



<éEhe Broader Importance of Georgia’s Consumer Protection Framework................... 151

Best Practices fOor ProdUCErS .............uuiiiiiiiiie e 151
COMEIUSION ...ttt e e e e e et e e e e e e e 151
Section 3 — Prohibited Practices..........ccccoiiiiiiiiinminii e, 152
MiSrepresentation ....... ..o e 152

Test Your Understanding with Multiple-Choice Q&A & Recall Checks ..............ccceeiiieeenn. 153
TWisting @nd CRUINING .......coiiii e e e 153
<RGBS 10 DISCIOSE ... .o 153
Unfair DISCIMINAtION .........ooiiii e e e 154
ifaproper Use of Certificates of Insurance ..., 155
<@he Broader Impact of Prohibited Practices ............cccoiiiiiiis 155
Best Practices for ProdUCEIS ...........c..uiiiiiiiiiiiii e 156
COMEIUSION ...t e e e e e et e e e e e e e 156
Section 4 — DOI Enforcement TOOIS...........oooimiiin s 156
<d@iarket Conduct EXaminations. ..........ccuiiiiiiiiiiieee e 157
~<a@Pplaint INVeStigatioNS ..........ooooi i 157
Test Your Understanding with Multiple-Choice Q&A & Recall Checks ..............cceeviiieenn. 158
AdMINIStrative HEarNGS ... 158
~<aABBIPIINAIY ACHONS .....ooiiiiiiiiiieiee e a———_ 158
Example: 2021 Rebating Violations.............. e 159
<éthe Broader Impact of DOl Enforcement ... 159
Best Practices for ProdUCErS ............uuiiiiiiiiee e 159
COMEIUSION ...ttt e e e e e et e e e e e e e e 160
Section 5 — Case Studies.........coiiiiiiiiimmrirr e —————————— 160
Case 1: Misrepresentation of Homeowners Coverage ............cccceeeeieeeeiiiniiinnnnen. 160
<@pse 2: Insurer Fails to Respond to Consumer Complaints.........cccccceeviiviieeennn.. 161
€ase 3: Misleading Certificates of Insurance..............cccoooooiiiiiiii e, 162
<€@e@mmon Themes Across Case StUIeS ............eeiiiiiiiiiiiiiiiii e 162
Best Practices for Producers and INSUIErs.............coooiiiiiiiiiiiiiieiieeiiieeeeee e 163
COMEIUSION ...ttt e e e e e et e e e e e e e 163

Page 18 of 188



Test Your Understanding with Multiple-Choice Q&A & Recall Checks ..............cceevivieenn. 163

Section 6 — Best Practices for Producers..........ccccceririiiiniiinsesnne s nsssssnnens 163
Always Use Clear, Accurate AdVertiSing...........ooocuuiiiiiiiiiiiiiiieeeee e 163
Document All Disclosures and Client DeCISIONS ..............uvvviiiiiiiiiiiiiiiieeecee e 164

Avoid Unnecessary ReplaCements......... ..o 164
Verify Certificates of Insurance Are Accurate ...........cccooooeiiiiiiiiii e, 164
<@espond Promptly to Consumer Complaints.............cccooiiiiiiiiieeee i 164
COMEIUSION ...ttt e e e e e e e e e e e e e 165
Section 7 — Ethical DIMENSIONS ..........ceeiiiiiiiiiiirrr s 165
I Module 12 — Capstone & REVIEW .........coeeeiiiieiieiieieeeeeneeeeennnnnnnnnnnsnnsnsnsssnsssnssssssssssssssssssnns 166
Section 1 —CoUrse RECAP ......civieeeeciiii i s e s s s s s e e s e s s s s e s s e s s m s s s e e e e nnnnnnen 166
Regulatory FramewWoOrK ... ... 166

ENICS .o 166

(03 1= 110 o S o F= T g T |11 T TR PPT PP 167
PEIrSONal LINES ........ooiiiiiiiiiiii e 167

Test Your Understanding with Multiple-Choice Q&A & Recall Checks ..............ccceeeeeeennn. 168
Catastrophe RISK .........cooiiiiiie et 168
COMMEICIAI LINES ...t e e 168
EMErging RISKS ... 168
Market CONAUCT ... e e e e e e e e 169
<dRtRgrating the ThEMES..........ue e 169
(7o) 1] [UE] o] o KPP UUPPR PP 169
Section 2 — Integrated Case Study..........ccceeeciiiiiiiriicrce e e 170
SCENAMO OVEIVIEW. ...ttt ettt e e e e et e e e e e e e e e nneees 170
Homeowners Policy with Flood EXCIUSIONS ... 171
€ommercial Auto Policy with Undisclosed Drivers.............covviiiiiiiiiiiiccee e, 171

BOP Missing Business Interruption COVerage ...........ccovvvviiiiiieeeeeeiiice e, 172
NorCyber Liability COVErage. .......couiiiiiiiiiiiiee e 173

Test Your Understanding with Multiple-Choice Q&A & Recall Checks ..............ccceeviiieenn. 173
Compliance Failures Across the Scenario..........ccccceeeeeeeiiii 173

Page 19 of 188



Ethical Lapses ACross the SCEeNAIIO ..........ccoevviiiiiiiiiiiiiiiiiiiiiieiiieieeeeeeeeeeeeneeennnees 173

<Best Practices That Should Have Been Followed..............ccccciiiiiiiiiiiiiiiiie 174
EXErciSe fOr LEAINErS. ........ooi i 174
COMEIUSION ...ttt e e e e e et e e e e e e e e 174
Section 3 — Ethics in ACtioN ... ———— 175
Dilemma 1: A Producer Pressured to Replace a Policy Unnecessarily.................... 175
Dilemma 2: An Adjuster Asked to Undervalue a Claim.............cccccoeeeiiiiniiiiiieen. 176
Dilemma 3: A Client Requests to Omit a Driver from an Auto Application............... 177
<fitegrating the FrameWOrKS...............uccccce e 178
Practical Guidance for Learners ... 178
COMEIUSION ...ttt e e e e et e e e e e e e neees 178

Test Your Understanding with Multiple-Choice Q&A & Recall Checks .............ccceeeeeeennnn. 179
Section 4 — Georgia Compliance Drill...........ccooiiiiii 179
CE Requirements (24 Hours, 3 EthiCS) ........ccouiiiiiiiiiiiiiicieeee e 179
UCSPA Prohibited PractiCes. ... 180
<dd@d/UIM Rejection Documentation .............ooeeiiiiiiiiiiiiieee e 181
<@ancellation and Nonrenewal Notice Rules ......................ccccc 181
Workers’ Compensation Threshold (3+ EMPIOYEes) .........ccooviiiiiiiiiiiiiieiiiieee, 182
Case Example: Compliance in ACON..........coooiiiiiiiiiiii e 182
<aA¥By-This Drill MAtErsS .........oovviiieiieeieee e 182
(7o) 1] [UE] o] o KPP UUPPR PP 183

Test Your Understanding with Multiple-Choice Q&A & Recall Checks ..............cceevivieenn. 183
Section 5 — Best Practices ToolKit.........cccccoiiiiiinmmmmncerr s 183
(7 = I =Yo7 ([ g o i e o TR TR PPPPPPEPUPR 183
<dFABBIOSUIre ChecCKIist .......coooiiee e 184
Claims Handling CheckKIist..............oooiiiiii e 184
Catastrophe Preparedness GUIdE .............coiiiiiiiiiiiiiii e 185
Cyber Risk QUESLIONNAINe ... 185
Case Example: ToolKit in ACLON .........oouiiiiiii e 186
<adffy-a TOOIKIt MAttErS ........ooiiiii e 186

Page 20 of 188



(G7e) Lo (U1 [0) o IRUTUUTTUTR T 186

Section 6 — Final Exam Preparation...........ccceuciiiiiiiiiicescss e sescsscsss s s s s e s mmsssssss s s s s e s snnnns 187
REVIEW Key Statues........cooiiiiiii e 187

Focus on EthiCS SCENAIIOS .........ooiiiiiiii e 187
Understand Georgia-Specific Requirements..................ccccciiiieee 188

Test Your Understanding with Multiple-Choice Q&A & Recall Checks ..............ccceeiiieeenn. 188
THAT’S IT! You finished the course...........ccovmmmmmiiiccr 188
Georgia Insurance Exam Prep & Licensing Requirements...........ccccceeeceiiiiiminrccenscsnneenenne 188

Page 21 of 188



I. TYPES OF PROPERTY POLICIES
A. Homeowners Policies
1. HO-2 (Broad Form)

HO-2 insures your dwelling, other structures and personal property only against a specific list of
“named perils” (typically 16, such as fire, lightning, windstorm, hail, theft, smoke damage, falling
objects, weight of ice/snow, water overflow from plumbing, etc.). It pays Replacement Cost on

the dwelling and ACV (Actual Cash Value) on personal property unless you add endorsements.

Example

A spring hailstorm shatters siding and damages gutters on your home. Because hail is a named
peril under the HO-2, you file a claim and receive the cost to replace the damaged siding
(replacement cost) minus any deductible.

2. HO-3 (Special Form)

HO-3 is the most common form. It provides open-peril (all-risks) coverage on the dwelling and
other structures—meaning it covers any loss unless specifically excluded—and named-peril
coverage on personal property. Dwelling losses settle at replacement cost; contents at ACV
(unless endorsed otherwise).

Example

A large oak branch crashes through your roof during a windstorm. Because windstorm damage
isn’t excluded under HO-3’s open-peril structure, your insurer pays to fully rebuild the damaged
roof structure.

3. HO-4 (Contents Broad Form / Renters Insurance)

HO-4 protects a tenant’s personal property and provides liability and loss-of-use coverage. The
landlord carries the building insurance; you insure contents only, on a named-peril basis, with
limits that match your possessions.

Example

While you’re away, a pipe bursts in your apartment, flooding and ruining your furniture and
electronics. Because water damage from plumbing overflow is a named peril under HO-4, your
policy reimburses you to replace the ruined items.

4. HO-5 (Comprehensive Form)

HO-5 offers open-peril coverage on both the dwelling and personal property—among the
broadest homeowners protections. Dwelling and contents losses pay at replacement cost by
default, with higher sub-limits for expensive items like jewelry or fine art.

Example

Your diamond necklace goes missing from your locked safe. Since HO-5 provides open-peril
coverage (including mysterious disappearance), you receive the full appraised value to replace
the necklace.
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5. HO-6 (Unit-Owners Form / Condo Insurance)

HO-6 covers the interior “walls-in” structure (improvements and betterments you paid for) and
personal property on a named-peril basis. It also includes liability, loss-of-use and “loss
assessment” if your condo association levies a special charge after a shared-area claim.

Example

A fire in the building’s common hallway spreads into your kitchen, destroying your custom
cabinets and floor tile. You file under your HO-6 policy to restore those improvements and
replace damaged belongings.

6. HO-8 (Modified Coverage Form)

HO-8 is designed for older homes whose replacement cost vastly exceeds market value. It
covers a basic set of named perils (similar to HO-1), settling claims on an actual cash value
basis for both dwelling and contents.

Example
Your 1920s brick bungalow suffers hail damage to its roof tiles. Under HO-8, the insurer pays
the ACV of those historic tiles—accounting for age and wear—rather than full replacement cost.

B. Dwelling Policies (DP-Forms)

Dwelling policies insure structures that aren’t owner-occupied—rented homes, seasonal
properties or homes under renovation. They generally exclude liability (unless you add an
endorsement).

1. DP-1 (Basic Form)

DP-1 is a named-peril, ACV-based policy. It covers a short list of perils (fire, lightning,
explosion, windstorm/hail, riot, smoke, aircraft, vehicles, volcanic eruption) on an actual cash
value basis.

Example
You own a vacant rental home and a small fire damages the kitchen. DP-1 reimburses you for
the ACV of the appliances and cabinetry, factoring in depreciation.

2. DP-2 (Broad Form)

DP-2 expands DP-1’s list to about 18 named perils (adding burglary damage, falling objects,
weight of ice/snow, accidental water discharge, etc.) and pays replacement cost for the dwelling
while continuing to pay ACV on contents.

Example
Atenant’s old water heater bursts, flooding the basement. DP-2 covers replacing floor joists and
drywall at full replacement cost, then settles personal-property damage at ACV.
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3. DP-3 (Special Form)

DP-3 is an open-peril (“all-risks”) policy on the dwelling and other structures, covering
everything except policy exclusions. Personal property remains named-peril, and both structure
and contents typically settle at replacement cost.

Example
A tree root system shifts your foundation and cracks walls. Because foundation damage isn’t
excluded under DP-3’s open-peril coverage, your insurer pays to restore the structure.

C. Inland Marine Policies
Personal Articles Floater

A Personal Articles Floater schedules individual high-value items—jewelry, fine art, cameras,
furs, collectibles—with open-peril, worldwide coverage and agreed-value settlement (no
depreciation).

Example
You take a rare coin collection to a show; on the way back, your bag is stolen. Your floater pays
you the full agreed-value of each scheduled coin.

D. National Flood Insurance Program (NFIP)

Administered by FEMA, the NFIP provides separate flood coverage for buildings and contents in
participating communities. I1t's mandatory for mortgages on properties in Special Flood Hazard
Areas and offers up to $250,000 for dwelling and $100,000 for contents.

Example
A hurricane’s storm surge floods your first floor. Your NFIP policy reimburses you up to your limit
to replace drywall, sub-flooring and ruined appliances.

E. Other Specialty Policies
1. Earthquake

Separate or endorsement coverage for quake-related shaking, rupture and landslide damage.
Excluded under standard policies.

Example
A magnitude-5 tremor cracks your foundation and garage slab. Your quake policy pays to
stabilize and repair the foundation.

2. Mobile Home

Often under an HO-7 or DP form with endorsements. Covers manufactured/mobile homes at
replacement cost or ACV, plus liability and additional living expenses.

Example
High winds lift and displace your mobile home from its piers. Your mobile-home policy pays to
re-anchor, replace skirting and repair siding.
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3. Watercraft

Boat-owners policies (a form of inland marine) cover hull damage, liability, medical payments
and equipment on an open or named peril basis, plus wreck removal.

Example
Your 24-foot ski boat collides with a submerged log. The hull coverage portion pays to repair the
fiberglass and replace damaged electronics.

4, Windstorm

In hurricane-prone or coastal areas, windstorm coverage may be excluded from standard
policies and added via a windstorm endorsement or through a state “Fair Access” plan.

Example
A coastal gale pounds your roof with hail and high winds. After satisfying your windstorm
deductible, your insurer pays to replace missing shingles and fix broken soffits.

Practice with Flashcards & Recall Checks

CLICKHERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Il. TYPES OF CASUALTY POLICIES
A. Personal Automobile

1. Liability

a. Bodily Injury

Bodily Injury Liability covers an at-fault driver’s legal obligation for medical bills, lost wages and
pain-and-suffering of other people injured in a crash.

Example
You rear-end another car at a red light. The other driver suffers a concussion and whiplash. Your
insurer pays their hospital bills and rehabilitation costs up to your per-person limit of $25,000.

b. Property Damage

Property Damage Liability pays to repair or replace others’ property—vehicles, fences,
guardrails—when you’re at fault.

Example
You lose control on a rain-slicked road and crash into a homeowner’s garden wall. Your insurer
covers the cost to rebuild the wall up to $25,000 per incident.

c. Split Limits

Split Limits separate coverage into three buckets:
e Per-person Bl limit (e.g., $25,000)
e Per-accident Bl limit (e.g., $50,000)
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e Per-accident PD limit (e.g., $25,000)

Example
Your policy is 25/50/25. You injure two people in another car. Each can claim up to $25,000, but
total Bl payouts can’t exceed $50,000.

d. Combined Single Limit

A Combined Single Limit (CSL) provides one pool of liability money that covers bodily injury and
property damage, without splitting.

Example
With a $75,000 CSL policy, you cause a crash that injures one person ($40,000) and damages
another vehicle ($20,000). You have $15,000 left for additional injury or damage.

2. Medical Payments

Medical Payments (MedPay) coverage reimburses medical and funeral expenses for you and
your passengers—regardless of fault—up to the policy limit (commonly $1,000-$5,000).

Example
A pothole jostles your head on the steering wheel, causing a concussion. MedPay picks up the
ambulance, ER visit and X-rays up to your $2,000 limit.

3. Physical Damage
Physical Damage covers loss or damage to your own vehicle. It comes in three forms:

e Collision
Pays to repair or replace your car when it hits another vehicle or object.
Example: You collide with a guardrail. Collision coverage covers frame straightening and
paint.

e Other Than Collision (Comprehensive)
Covers events like theft, fire, vandalism, falling objects, flood or animal strikes.
Example: Hail dents your hood—comprehensive pays to replace the damaged panels.

e Specified Perils
Named-peril subset of comprehensive (e.g., fire, theft, windstorm).
Example: A kitchen fire spreads to your parked car in the garage—specified perils pays
for repairs.

4. Uninsured Motorists

Uninsured Motorist (UM) coverage steps in when the at-fault driver has no liability insurance or
cannot be identified (hit-and-run). It typically matches your Bl limits.

Example
An uninsured driver T-boned you. Your UM coverage pays your medical bills and lost-wage
claim up to your policy limits.
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5. Underinsured Motorists

Underinsured Motorist (UIM) coverage kicks in when the at-fault driver’s liability limits are too
low to cover your losses. It pays the difference up to your UIM limit.

Example
The at-fault driver’s BI limit is $25,000, but your medical bills total $50,000. Your UIM coverage
pays the remaining $25,000.

6. Who Is an Insured
Personal auto policies define “insured” broadly to include:
o Named insured on the declarations page
e Resident spouse and family members
o Permissive drivers (anyone you allow to use your car)
e Passengers in your car
o Personal representatives filing a wrongful-death claim

Example
Your college-age son lives at home. He borrows your car with permission—any accident he
causes is covered.

7. Types of Auto

Auto policies classify different vehicle uses:
a. Owned Autos
Vehicles you list on the policy.
b. Non-Owned Autos
Vehicles you don’t own (e.g., friend’s car) you drive occasionally.
c. Hired Autos
Vehicles you rent or hire for business use (e.g., moving van).
d. Temporary Substitute Autos
Loaner cars you use while your insured auto is in for repairs.
e. Newly Acquired Autos

Newly purchased or leased vehicles automatically covered for a short period (often 14—30
days).

f. Transportation Expense & Rental Reimbursement

Pays rental car or taxi costs if your car is stolen or under repair for a covered loss.
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Example
You buy a new SUV. For 30 days it's automatically covered as a “newly acquired auto” before
you formally add it to your policy.

8. Exclusions
Standard exclusions in personal auto policies often include:
¢ Intentional or criminal acts
e Racing or speed contests
e Wear and tear / mechanical breakdown
e Use as public livery (Uber, taxi) unless endorsed
¢ Nuclear hazards, war, government seizure

Example
You use your personal car to shuttle paying passengers without telling your insurer. A
passenger’s injury claim is denied because ride-for-hire is excluded.

B. Umbrella/Excess Liability

An Umbrella or Excess Liability policy provides additional liability limits over one or more
underlying policies (auto, home, boat). It also fills coverage gaps by extending to certain
liabilities not included in primary policies.

Example

Your auto Bl limit is $250,000 and your home liability is $300,000. You're sued for $1 million
after a catastrophic accident. Your umbrella policy with a $1 million limit pays the excess
$450,000 beyond the combined primary limits and up to its own cap.

Practice with Flashcards & Recall Checks

CLICKHERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

lll. PROPERTY AND CASUALTY INSURANCE TERMS AND RELATED CONCEPTS
A. Insurance
1. Law of Large Numbers

The law of large numbers states that as the number of exposure units (people or properties
insured) increases, the actual loss experience will more closely approximate the expected loss
experience. Insurers use this principle to set rates and predict claim costs by pooling many
similar risks.

Example

An auto insurer covers 100,000 drivers with similar profiles. Over time, the actual number of
accidents closely matches the predicted frequency, enabling the insurer to price premiums
accurately.
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B. Insurable Interest

Insurable interest requires that a policyholder have a lawful, economic stake in the preservation
of the insured property or life. Without it at the time of loss, a policy is unenforceable.

Example
A homeowner must hold title to a house to insure it. If the home suffers fire damage, only the
owner (or a mortgagee with a lien) can claim under the policy.

C. Risk
1. Pure vs. Speculative Risk

A pure risk involves only the chance of loss or no loss (e.g., fire damage), making it insurable. A
speculative risk involves the possibility of loss or gain (e.g., stock trading) and is generally
uninsurable.

Example
You can insure your home against fire (pure risk) but not against fluctuating stock market returns
(speculative risk).

D. Hazard

A hazard is any condition or circumstance that increases the probability or severity of a loss.
Hazards may be physical (like faulty wiring), moral (dishonest behavior), or morale
(carelessness).

Example
Leaving flammable materials near a furnace is a physical hazard that raises the chance of fire.

E. Peril

A peril is the actual cause of loss insured against—such as fire, windstorm, or theft. It’s the
trigger for a claim.

Example
Lightning striking and igniting your garage is a peril covered under most homeowners policies.

F.Loss
1. Direct
A direct loss is the immediate, physical damage to property caused by a peril.

Example
A hailstorm dents your car’s hood, requiring bodywork.

2. Indirect

An indirect (consequential) loss is a secondary financial impact resulting from a direct loss.
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Example
While your car is in repairs after hail damage, you rent a replacement, incurring additional
expense.

G. Loss Valuation
1. Actual Cash Value

Actual cash value (ACV) equals replacement cost minus depreciation, reflecting the property’s
age and wear.

Example
Your five-year-old roof replacement cost is $20,000, minus $8,000 in depreciation, so ACV is
$12,000.

2. Replacement Cost

Replacement cost is the amount to repair or replace damaged property with new materials of
like kind and quality, without deduction for depreciation.

Example
A storm ruins your siding, and the insurer pays $15,000 to install new siding of similar quality.

3. Market Value
Market value is the amount a willing buyer would pay a willing seller in an open market.

Example
Your home’s market value is $300,000 based on comparable sales in your neighborhood.

4. Stated Value

Stated value is a value agreed upon by the insurer and insured at policy inception, serving as a
limit for settled losses.

Example
You insure a classic car for a stated value of $50,000; if it's totaled, you receive that amount.

5. Salvage Value

Salvage value is the estimated worth of damaged property after a loss, often deducted from the
claim payment.

Example
After your car is declared a total loss, the insurer pays ACV minus a $2,000 salvage value,
reflecting recyclable parts.

H. Proximate Cause

Proximate cause is the primary cause that sets in motion a chain of events leading to loss,
without any intervening, unforeseeable cause.
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Example
A lightning strike (peril) ignites your barn (direct loss); water used to extinguish the fire causes
mold (consequential loss), all stemming from the same proximate cause.

I. Deductible
A deductible is the portion of loss the insured must pay before the insurer’s coverage begins.

Example
With a $1,000 homeowner deductible, you pay the first $1,000 of damage repair before
insurance kicks in.

J. Indemnity

Indemnity restores the insured to the financial position they held before a loss, preventing profit
from a claim. It's the core principle of property and casualty insurance.

Example
A $10,000 theft claim reimburses you for your actual losses in stolen property, not more.

K. Limits of Liability

Limits of liability are the maximum amounts an insurer will pay under a policy for covered
losses, stated per occurrence or aggregate.

Example
Your liability policy includes a $300,000 per-occurrence limit for bodily injury or property
damage.

L. Coinsurance / Insurance to Value

Coinsurance requires the insured to carry coverage equal to a specified percentage (often 80—
100%) of property value. If underinsured, the insured shares in loss payments proportionately.

Example
A building worth $1,000,000 insured at 80% coinsurance has a $800,000 policy limit. A
$200,000 loss is prorated: insurer pays ($800,000 + $1,000,000)x$200,000 = $160,000.

M. Occurrence

An occurrence is an event or continuous exposure that results in a loss, triggering coverage
under occurrence-based policies.

Example
A slow plumbing leak causes mold over several months; despite multiple leaks, it may be one
occurrence.

N. Cancellation

Cancellation is unilateral policy termination before its expiration. In Georgia, insurers must give
at least 30 days’ written notice (10 days if for nonpayment) and refund unearned premiums
prorata.
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Example
You miss a premium payment; the company mails a 10-day cancellation notice, then refunds
any unearned premium after termination.

Practice with Flashcards & Recall Checks

CLICKHERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

O. Nonrenewal

Nonrenewal occurs when an insurer declines to renew an existing policy. Georgia requires at
least 30 days’ advance notice with reasons and an opportunity for insured to request regulatory
review.

Example
Your homeowner policy is nonrenewed due to a poor claims history; you receive a 30-day notice
explaining the decision.

P.Vacancy and Unoccupancy

Vacancy denotes no contents and no people; unoccupancy means no people but contents
remain. Many property policies exclude losses caused by vandalism or water damage in vacant
or unoccupied buildings.

Example
Your rental home sits vacant over summer; a pipe burst causes damage that’s denied due to
vacancy exclusion.

Q. Liability
1. Absolute
Absolute liability imposes responsibility for certain activities regardless of fault or negligence.

Example
An amusement park operator is absolutely liable for injuries caused by high-risk rides.

2. Strict

Strict liability holds a party responsible for harm without proof of negligence, often applied in
product liability or ultrahazardous activities.

Example
A chemical manufacturer is strictly liable for injuries from a toxic spill, even if all precautions
were taken.

3. Vicarious

Vicarious liability assigns responsibility to one party for the acts of another, such as an employer
for employees.
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Example
A delivery company is vicariously liable for a driver’s at-fault accident while making deliveries.

R. Negligence

Negligence is the failure to exercise the degree of care that a reasonably prudent person would
under similar circumstances, resulting in harm.

Example
A store owner neglects to clean a spilled liquid, leading to a customer’s slip and injury.

S. Binders

A binder is a temporary contract—oral or written—providing interim coverage until a formal
policy is issued or for up to 90 days. Georgia binders automatically include policy terms unless
superseded by the binder’s clear provisions.

Example
An agent issues a 60-day binder to cover your new condo while underwriting is completed.

T. Endorsements

Endorsements are written amendments attached to a policy that modify coverage, terms, or
conditions without rewriting the entire policy.

Example
Adding a “water backup” endorsement to a homeowners policy for sewer backup protection.

U. Blanket vs. Specific

A blanket policy covers multiple properties or classes up to a single limit. A specific (scheduled)
policy lists each item and its individual limit.

Example
A blanket contents limit of $100,000 covers all office equipment versus a specific schedule
listing each computer at $2,000.

V. Burglary, Robbery, Theft, and Mysterious Disappearance

Burglary involves forcible entry; robbery is theft by violence; theft is unlawful taking; mysterious
disappearance is unexplained loss. Standard policies cover theft but often exclude mysterious
disappearance, which specialized floaters may cover.

Example
Your safe’s contents vanish without signs of forced entry. Under an HO-3 this is mysterious
disappearance and denied, but a scheduled jewelry floater pays the agreed-value loss.

W. Warranties

A warranty is a guarantee of fact or condition in an insurance contract. Breach of warranty may
void coverage, regardless of materiality.
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Example
A marine policy warranties that a ship’s navigation equipment is functional; if it isn’t, claims may
be denied.

X. Representations

Representations are statements believed true to the best knowledge at application. Material
misrepresentation may void a policy if it induces issuance.

Example
Stating on your application that you have no prior claims; if untrue and material, the insurer may
rescind the policy.

Y. Concealment

Concealment is the intentional failure to disclose a material fact. It can void coverage if the
insurer can prove it influenced the policy issuance.

Example
Not revealing a past theft claim on your home application, inducing lower premiums.

Z. Deposit / Premium Audit

A deposit premium is an initial estimate. After policy term, an audit determines the actual
premium based on exposures and adjustments are made.

Example
A workers’ compensation policy starts with a $5,000 deposit premium. After audit shows higher
payroll, the final premium is adjusted to $7,500.

AA. Certificate of Insurance

A certificate of insurance is a summary document evidencing coverage, not a policy. In Georgia,
certificates must use approved ACORD/ISO forms and disclaimers and cannot alter or extend
coverage.

Example
A general contractor requires a certificate of liability insurance listing the contractor as an
additional insured, without modifying the underlying policy.

BB. Damages

1. Compensatory

Compensatory damages reimburse actual losses and are divided into:
a. General

General damages compensate for non-monetary losses—pain, suffering, disfigurement—
presumed by law.

Page 34 of 188



Example
Ajury awards $50,000 for emotional distress and disfigurement after a dog bite.

b. Special
Special damages reimburse quantifiable monetary losses—medical bills, lost wages.

Example
You incur $20,000 in medical expenses after a car crash; your insurer pays those costs.

2. Punitive

Punitive damages punish egregious wrongdoing and deter future misconduct; only available
when statutory standards are met.

Example
A court awards $100,000 punitive damages against a company that knowingly sold defective
airbags.

CC. Compliance with Provisions of Fair Credit Reporting Act

Insurers obtaining consumer credit reports for underwriting or rating must comply with the
federal Fair Credit Reporting Act—providing notice at application, securing consent, and issuing
adverse-action notices if credit information leads to denial or higher premiums.

Example

An auto insurer sends you a pre-application disclosure and obtains written consent before
pulling your credit, then issues an adverse-action letter when your rate is increased due to a
lower credit score.

Practice with Flashcards & Recall Checks

CLICKHERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

IV.PROPERTY AND CASUALTY POLICY PROVISIONS AND CONTRACT LAW
A. Declarations

The Declarations section (or “Dec page”) lists the who, what, where, when and how much:
named insured, insured property, policy period, limits, deductibles, endorsements and
mortgagees. It personalizes the standard policy form to the specific contract.

Example
On your homeowners Dec page you see: Jane Doe as named insured, 123 Main St. as location,
$300,000 dwelling limit, $1,000 deductible, effective 1/1-12/31, and a flood endorsement.

B. Insuring Agreement

The Insuring Agreement is the insurer’s promise to pay covered losses, stating covered perils
and insured property or liability exposures. It defines the core scope of coverage, often using
“‘we / us / our” for the company and “you / your” for the insured.

Page 35 of 188


https://wayground.com/join?gc=27462748

Example
The HO-3 insuring agreement reads: “We will cover direct physical loss to your dwelling from all
perils not specifically excluded,” promising replacement-cost settlement for the home structure.

C. Conditions

Policy Conditions are the ground rules both parties must follow—duties at inception, during
claims and at termination. They include premium payment, notice requirements, proof of loss,
appraisal, subrogation cooperation and policy territory.

Example

After a fire, your HO-3 Condition requires you to “notify us promptly, protect property from
further damage, prepare an inventory of losses and submit to examination under oath” before
the insurer pays.

D. Exclusions

Exclusions carve out losses—or property, perils or activities—not insured under the policy.
Common exclusions include floods, earthquakes, wear-and-tear, nuclear hazards, intentional
acts and business pursuits in personal policies.

Example
Your standard homeowners policy excludes flood damage. If a river overflows after heavy rain
and damages your basement, that loss is denied unless you have separate flood coverage.

E. Definition of the Insured

The Definitions section spells out who the policy covers: the named insured(s), spouse,
residents of the household, permissive users in auto policies, additional insureds by
endorsement, and legal representatives.

Example

A personal auto policy defines “insured” to include you, your spouse, any resident relative and
anyone using your car with permission—so your college-age child living at home is
automatically covered.

F. Duties of the Insured After a Loss

After a loss, the insured must promptly notify the insurer, protect undamaged property, mitigate
further damage, submit proof of loss, cooperate in investigations, and permit inspections or
exams under oath.

Example
When hail dents your roof, you call your agent immediately, tarp the holes to prevent leaks,
photograph the damage, collect repair estimates and complete the insurer’s proof-of-loss form.
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G. Obligations of the Insurance Company

The insurer’s obligations include investigating claims promptly, providing forms, making timely
decisions and payments, defending insureds under liability policies, and giving required policy
notices and explanations.

Example
After you report a liability claim, the insurer assigns a claims adjuster, investigates within 15
days, defends you in lawsuit filings and pays any covered judgment up to your limit.

H. Mortgagee Rights

The Standard Mortgage Clause protects the lender’s interests. Even if the policy would
otherwise lapse or be voided by the insured’s act, the mortgagee’s right to payment for loss
remains intact, up to its insurable interest.

Example
Your fire policy lapses for nonpayment, but because Bank of Georgia is named as mortgagee, it
can still claim up to the loan balance on any covered fire loss.

l. Proof of Loss

Proof of Loss is a sworn, written statement of claim details—what was lost, when, how, and the
amount. It must be submitted within policy time limits before the insurer pays first-party claims.

Example
Following a burglary, you fill out the insurer’s proof-of-loss form listing each stolen item, its cost
or ACV, serial numbers, receipts and police report, then sign under oath.

J. Notice of Claim

Notice of Claim is the insured’s obligation to inform the insurer as soon as practicable of an
event that may lead to a claim. Timely notice lets the insurer investigate and preserve its
subrogation rights.

Example
After your teen is injured on your farm equipment, you call your farm liability insurer within 24
hours to report the accident, preventing any dispute over late notice.

K. Appraisal

When insurer and insured disagree on the amount of loss, either can demand appraisal. Each
party selects an appraiser and the two select an umpire. Two agreements bind the insurer to
pay the agreed value.

Example
Your antique barn roof replacement cost is disputed. You hire a roofing expert, the insurer hires
its own, and they agree by umpire that the loss is $15,000, which the insurer then pays.
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L. Other Insurance Provision

This clause describes how overlapping policies share or limit payments. It may call one policy
primary and others excess, or prorate losses among all applicable coverages to prevent over-
indemnification.

Example

Your car is covered by your own auto policy and by a business auto policy for work use. The
Other Insurance clause makes your personal policy primary for your personal use and the
business policy excess.

M. Subrogation

Subrogation allows the insurer, after paying a loss, to step into the insured’s shoes and pursue
recovery from the party legally responsible for the damage, preventing double recovery and
spreading the cost.

Example
Your auto insurer pays $20,000 to repair your car after a hit-and-run. Once you accept payment,
it sues the at-fault driver and recovers $18,000, offsetting its claim cost.

N. Elements of a Contract

Insurance contracts require offer (application), acceptance (underwriter’s approval and policy
issuance), consideration (premium for coverage), legal purpose, and competent parties. If any
element is missing, the contract is invalid.

Example

You apply for a homeowners policy (offer), the insurer grades your risk and issues the policy
(acceptance), you pay the first premium (consideration), both parties are adults with legal
capacity and the policy’s subject matter is legal.

O. Sources of Underwriting Information

Underwriters rely on applications, inspection reports, third-party databases (MVR, CLUE, credit
reports), consumer investigative reports, loss history and expert inspections to evaluate risk and
set appropriate premiums.

Example

Before binding coverage on your restaurant, the insurer orders a sprinkler inspection, checks
fire department records for past losses, reviews your credit score and inspects nearby fire
hydrants.

P.Fair Credit Reporting Act

The FCRA governs consumer reports used in underwriting and rating. Insurers must notify
applicants if they pull a report, obtain written consent, and provide adverse-action notices if
information leads to declination or higher premiums.
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Example

Your auto insurer runs a credit report. It sends you a disclosure at application, obtains your
signature, and later mails an adverse-action letter when your rate is increased based on low
credit scores.

Q. Privacy Protection (Gramm-Leach-Bliley)

GLBA requires insurers to give customers a clear privacy notice explaining what nonpublic
personal information is collected and shared, to safeguard that data, and to allow customers to
opt out of certain sharing.

Example
When you buy a life policy, the company mails a privacy notice detailing it shares your data with
affiliates for marketing and telling you how to opt out if you prefer no sharing.

R. Policy Application

The application is the insured’s written proposal that discloses material facts and warranties. It
becomes part of the policy; misrepresentations or concealment can void coverage if material to
underwriting.

Example
On your dwelling policy application you declare no prior water claims. Later, siding damage is
denied when the insurer discovers a past unreported flood claim you concealed.

S. Terrorism Risk Insurance Act (TRIA)

TRIA is a federal backstop requiring commercial property/casualty insurers to offer terrorism
coverage and sharing large losses: once aggregate industry losses exceed a trigger, the federal
government reimburses a percentage of insurers’ losses.

Example
A certified act of terrorism causes $500 million in insured business losses. After insurers absorb
their deductibles, TRIA reimburses 85 percent of the excess, stabilizing the market.

T. Cancellation and Nonrenewal Provisions

Georgia law (0.C.G.A. 33-24-46; Reg. 120-2-53) mandates minimum notice periods (30 days
for most nonrenewals, 10 days for nonpayment cancellations), clear reason statements, and
insured rights to administrative review before termination.

Example
Your homeowner policy is nonrenewed for repeated claims. You receive a 30-day nonrenewal
notice stating the reasons and informing you of your right to request a Commissioner review.

U. Supplementary Payments

In liability policies, Supplementary Payments are insurer-paid expenses in addition to limits—
legal defense costs, bail bonds, appeal bonds, first-aid, loss of earnings, post-judgment interest
and investigation fees.
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Example
Your CGL policy pays legal defense fees and court costs—but not covered damages—when
you’re sued for slander on your business premises.

V. Loss Settlement Provisions Including Consent to Settle a Loss

Loss Settlement stipulates how and when losses are paid (ACV, replacement cost, agreed
value) and may require the insured’s consent before the insurer settles liability claims,
preserving defense strategy and insured control.

Example
Your commercial auto policy’s settlement clause offers ACV for a totaled van. Its consent-to-
settle endorsement bars the insurer from settling a bodily-injury suit without your approval.

W. Territory

The Territory provision defines where coverage applies, e.g., within the United States, its
territories, Canada and, for some policies, worldwide. Acts outside the defined territory are
excluded.

Example
Your personal umbrella policy covers occurrences in the U.S. and Canada but denies a liability
claim arising from a ski accident in Switzerland because it lies outside the policy’s territory.

Practice with Flashcards & Recall Checks

CLICKHERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

V.GEORGIA STATE LAWS, RULES, AND REGULATIONS PERTINENT TO ALL INSURANCE
LINES

A. Insurance Department and Commissioner
1. Broad Powers and Duties

Georgia’s Insurance Department, headed by the Commissioner, oversees all insurers and
licensees. It promulgates rules, issues or revokes certificates of authority, approves policy forms
and rates, and guides the market to protect consumers and promote solvency.

Example
When insurers file new flood policy forms, the Commissioner reviews and approves them before
they can be marketed in Georgia.

2. Examination of Records

Under OCGA 33-2-10-13, the Commissioner can audit insurers, agencies, and other entities—
domestic carriers at least once every five years and any licensee on complaint. Exams verify
financial solvency, proper reserve levels, and compliance with Georgia law.
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Example
A scheduled audit uncovers that an insurer understated its claim reserves, prompting corrective
filings and a capital infusion to meet statutory requirements.

3. Investigations/Notice of Hearing

Per OCGA 33-6-6, the Commissioner may investigate suspected law violations, subpoena
documents and witnesses, and hold formal hearings. Licensees and insurers receive written
notice and have the right to defend themselves at the hearing.

Example
After numerous consumer complaints about misquoted rates, the Department issues a hearing
notice to the agent, subpoenas sales records, and examines the agent under oath.

4. Penalties

OCGA 33-6-9 empowers the Commissioner to impose fines, issue cease-and-desist orders,
suspend or revoke licenses, and refer criminal matters to prosecutors. Penalty amounts vary,
with higher fines for knowing or willful violations.

Example
An insurer found guilty of unfair claims delays is fined $25,000, ordered to revise its claims
procedures, and placed under a compliance monitor for 12 months.

B. General Insurance Definitions

1. Domestic, Foreign and Alien

OCGA 33-3-1 classifies insurers by domicile:
e Domestic insurers are chartered in Georgia.
e Foreign insurers are chartered in other U.S. states.
e Alien insurers are chartered outside the U.S.

Example
A company formed under Georgia law is domestic; one from Florida is foreign; one from Canada
is alien.

2. Stock and Mutual
OCGA 33-14-2 distinguishes:
o Stock insurers, owned by shareholders (who may or may not be policyholders).
e Mutual insurers, owned by their policyholders, who share any surplus via dividends.

Example
A stock insurer issues dividends to its investors, while a mutual insurer returns surplus to
policyholders through dividend checks.
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3. Authorized/Unauthorized & Certificate of Authority

OCGA 33-3-2-5; 33-3-13-30 require insurers to hold a Certificate of Authority to write business
in Georgia. Admitted (authorized) companies comply with state rules and participate in guaranty
associations. Non-admitted (unauthorized) carriers cannot sell directly and must go through
surplus lines brokers.

Example
A surplus lines broker places a specialty cyber policy with an unauthorized carrier because no
admitted insurer will cover that risk.

4. Insurance Transaction/ Transacting Business

OCGA 33-1-2 defines “transacting business” to include soliciting, negotiating, selling, advising
on coverage, and adjusting claims. Anyone performing these activities must be properly
licensed.

Example
A person quoting rates and collecting application information at a trade show is transacting
insurance and needs a producer license.

C. Licensing of Agents, Counselors, Subagents, and Adjusters
1. Agent Responsibility

Agents owe a fiduciary duty: they must accurately present coverage, collect premiums, remit
them promptly to insurers, avoid conflicts of interest, and act in clients’ best interests.

Example
An agent places a client’s premium in the insurer’s trust account immediately after collection,
rather than using it for personal expenses.

2. License Maintenance

Producers complete required continuing education (e.g., 24 hours every two years for P&C), file
renewal applications, and pay fees on time. Failure to comply results in license inactivation or
cancellation.

Example
A property and casualty agent finishes 24 CE hours, submits the renewal online, and pays the
fee before December 31 to keep the license active.

3. License Revocation, Suspension, Denial, or Refusal to Renew

Under OCGA 33-23-21, the Commissioner may refuse, suspend, or revoke a license for
convictions, fraud, misrepresentation, financial irresponsibility, or other disqualifying conduct.
Licensees get notice and can request hearings.

Example
Discovering that an agent submitted falsified applications, the Department suspends the agent’s
license pending a formal hearing.
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4. Temporary License

The Department can issue a time-limited license (often up to 90 days) pending exam results or
to meet urgent needs, such as storm response or sudden vacancies.

Example
In the aftermath of a tornado, the Commissioner grants a 60-day temporary adjuster license to
qualified applicants awaiting their exam scores.

5. Nonresident License

Georgia grants nonresident licenses via reciprocity to producers in good standing in their home
state that extends similar privileges to Georgia licensees, without requiring retaking exams.

Example
A Texas-licensed auto agent applies through NIPR for a Georgia nonresident license, submitting
proof of Texas good standing and paying the Georgia fee.

6. Counselor License

Counselors advise clients on complex transactions (e.g., life settlements) and require a special
license, surety bond, and compliance with contract-approval rules.

Example
A life settlement counselor must hold a counselor license, post a $5,000 bond, and have client
contracts approved by the Department before operating.

7. Adjuster License

Adjusters investigate and negotiate claims. Categories include company adjusters, public
adjusters, and workers’ compensation adjusters. Each has distinct prelicensing course, exam,
and bonding requirements.

Example
A public adjuster posts a $5,000 bond and passes the public adjuster exam to represent
homeowners in negotiating property damage claims.

8. Surplus Lines Broker

Surplus lines brokers place coverage with unauthorized carriers when admitted markets cannot
accommodate a risk. They must be licensed, maintain detailed records, pay surplus lines taxes,
and follow statutory placement rules.

Example
A surplus lines broker secures specialized environmental liability coverage for a chemical plant
after admitted insurers decline the risk.
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D. Unfair Trade Practices
1. Rebating

OCGA 33-6-4 prohibits offering policy inducements not in the contract—cash back, gift cards, or
premium discounts—unless the law explicitly allows them.

Example
An agent giving a $100 gift card to anyone who buys homeowner’s insurance commits rebating.

2. Defamation

Making false or misleading statements about another insurer’s financial condition or claims
practices to injure its reputation is forbidden under OCGA 33-6-4.

Example
A producer falsely claims a competitor is insolvent to persuade clients to switch carriers.

3. Unfair Discrimination

OCGA 33-6-4; 33-9-36 bans charging different rates or offering unequal benefits to similar risks
based on race, religion, or other prohibited factors.

Example
Refusing to insure drivers of a certain ethnic background or charging them higher rates is unfair
discrimination.

4. Misrepresentation

OCGA 33-6-4 denies misrepresenting policy terms, benefits, or coverage and making false
statements about dividends or an insurer’s status.

Example
Telling a client flood damage is covered under a standard homeowners policy when it isn't is
misrepresentation.

5. Controlled Business

OCGA 33-23-35 restricts licensees from writing primarily for themselves, family, or employers—
known as controlled business—and requires genuine solicitation of public risks.

Example
An agent who only writes policies for family members—never marketing to the public—risks
having their license investigated for controlled business.

6. Advertising

OCGA 33-6-4 requires insurance advertising to be truthful, not misleading, and compliant with
Department guidelines, including clear identification of the insurer and producer.
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Example
Abillboard stating “Guaranteed Lowest Auto Rates!” without substantiating data violates
advertising rules.

7. Coercion

OCGA 33-6-4 prohibits forcing or threatening individuals to buy, cancel, or use specific policies
or producers as a condition of credit, employment, or contract performance.

Example
A mortgage lender insisting borrowers use its affiliate agent under threat of loan denial is
coercion.

8. Commingling

OCGA 33-23-35 mandates agents keep client premiums separate from personal funds and
remit them promptly, holding all such money in a fiduciary capacity.

Example
An agent depositing client premiums into a personal account and using them for personal
expenses is commingling.

9. Fiduciary Responsibility

Licensees must promptly account for and remit client funds—premiums, commissions—per
OCGA 33-23-35, avoiding misuse or misappropriation.

Example
A broker immediately forwards collected premiums to the insurer rather than delaying remittance
for personal cash flow.

10. Sharing Commissions

OCGA 33-23-38 only allows commission sharing between properly licensed producers of the
same lines. Sharing with unlicensed or cross-line individuals is prohibited.

Example
A P&C agent splitting commission with an unlicensed friend violates commission-sharing rules.

11. Additional Fees

OCGA 33-23-35 prohibits charging fees beyond policy premiums unless explicitly authorized by
statute or insurer contract, and requires full disclosure.

Example
Charging a client a “processing fee” not listed in the policy or permitted by law is an unfair
practice.

12. Unfair Claims Practices

OCGA 33-6-5 outlaws unreasonable delays, unjustified denials, low-balled settlements, or
failure to investigate claims fairly.
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Example
An insurer systematically waits 30 days to acknowledge first-party claims without reason,
violating unfair claims practices.

13. Fraud

Under OCGA 33-6-5; 33-6-40, intentional misrepresentation, concealment, or deceit to obtain
policy issuance or claim payments is insurance fraud.

Example
An insured stages a car accident and files a false injury claim, committing insurance fraud.

Practice with Flashcards & Recall Checks

CLICKHERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

VI. GEORGIA RULES AND CODES PERTINENT TO PROPERTY & CASUALTY INSURANCE
A. Cancellation and Nonrenewal of Policies

Every insurer must follow strict notice, timing, and refund rules when canceling or nonrenewing
a policy. For most policies, the insurer must give at least 30 days’ written notice before
cancellation or nonrenewal, explicitly stating all reasons and informing the insured of their right
to request a Commissioner review. If cancellation is for nonpayment or occurs within the first 60
days of the policy, only 10 days’ notice is required. Insurers must accept a pro-rata premium
tender during any review period and promptly refund unearned premiums once termination is
finalized.

Example

Your homeowner insurer sends a 30-day notice stating it will nonrenew due to an unfixed roof
leak. The notice lists the specific reason and explains your right to request a review by the
Insurance Commissioner within 15 days. When you submit a pro-rata premium payment, the
insurer continues coverage during the review and refunds any excess premium if nonrenewal is
upheld.

B. Regulation of Rates

Georgia law mandates that property and casualty rates be neither excessive nor inadequate,
and must not unfairly discriminate among similar insureds. Insurers must file rate manuals and
supporting actuarial data with the Commissioner for review under OCGA 33-9-1 through 33-9-
44. The Commissioner has the power to approve, disapprove, or require modifications to
maintain affordability and solvency.

Example

Facing a surge in wildfire claims, FireSafe Ins. files a rate increase for its rural homeowners
program. The Department reviews their actuarial justification, approves a reduced increase to
balance solvency and consumer protection, and publishes the new rates effective July 1.
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C. Binders

Under OCGA 33-24-33, a binder is a temporary, written contract that provides coverage from
the effective date until the formal policy is issued or rejected. Binders must specify the risk,
coverage terms, limits, effective and expiration dates, and include standard policy conditions
unless otherwise stated. They cannot extend beyond 90 days without explicit renewal or
conversion to a full policy.

Example

You apply for a commercial property policy on May 1. Your agent issues a 60-day binder
covering fire, theft, and liability while the application and inspection process conclude. On June
15, the insurer issues the permanent policy effective retroactively to May 1, replacing the binder.

D. Georgia Insurer Solvency Pool

OCGA 33-36-1 through 33-36-12 establish a voluntary pool of Georgia domestic insurers that,
upon the Commissioner’s order, collectively reinsure the outstanding policies of a domestic
carrier whose certificate of authority has been revoked or suspended. Member insurers share
losses and obligations on a pro rata basis for up to six months, ensuring continuity of coverage
and orderly claim handling while the insolvent company’s affairs are resolved.

Example

ABC Mutual’s license is suspended due to insolvency. The Commissioner activates the Insurer
Solvency Pool to reinsure ABC’s existing fire and casualty policies. Member companies assume
ABC’s obligations through November, allowing policyholders uninterrupted coverage and claims
service.

VIl. GEORGIA RULES AND CODES PERTINENT TO PERSONAL LINES ONLY
A. FAIR Plan

The FAIR (Fair Access to Insurance Requirements) Plan is a state-sponsored property
insurance pool that provides basic dwelling coverage to homeowners and tenants who cannot
secure insurance in the voluntary market. It's designed as a “last-resort” mechanism to ensure
that consumers in high-risk areas—often coastal or urban neighborhoods with elevated claim
histories—can obtain at least minimum fire and extended coverage.

Example

A homeowner on the Georgia coast is repeatedly declined by private insurers due to high
hurricane exposure. Through the FAIR Plan, they secure a policy covering fire, windstorm,
vandalism and liability, enabling them to meet their mortgage lender’s insurance requirement.
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B. Auto
1. Defensive Driving (O.C.G.A. § 33-9-42)

Georgia law requires insurers to offer premium credits to drivers who successfully complete an
approved defensive driving course. The regulation sets minimum course content, instructor
qualifications and credit amounts, generally resulting in a 5-10% reduction on liability and
collision premiums for those who qualify.

Example

After attending a state-approved eight-hour defensive driving class, Maria presents her
certificate to her auto insurer and earns a 7% credit on her next renewal, reducing her liability
and collision premium by that percentage.

2. Uninsured Motorists Coverage (O.C.G.A. § 33-7-11)

Insurers must offer uninsured motorist (UM) coverage equal to a policy’s bodily injury limits. UM
protects insureds when hit by drivers with no liability insurance or by hit-and-run perpetrators.
Consumers may sign a waiver declining UM in writing, but if purchased, it pays medical and
lost-wage expenses up to the insured’s selected limit.

Example

Jackson’s policy includes UM coverage of 50/100 (per person/per accident). When an uninsured
driver T-bones him, his UM endorsement pays his $12,000 in medical bills and $3,000 in lost
wages under that limit.

3. Financial Responsibility Law (O.C.G.A. Titles 40 & 33-34)

Georgia’s Financial Responsibility statutes require drivers to demonstrate proof of insurance or
other acceptable security (cash bond, SR-22 certificate) before driving. After serious violations
or at-fault accidents without insurance, the Department of Driver Services suspends licenses
until the driver files an SR-22 and maintains coverage for a set period.

Example

Tim is involved in an accident and cannot produce insurance at the scene. He must file an SR-
22 form with DDS and carry minimum 25/50/25 liability coverage for three years. Until the SR-22
is filed, his license remains suspended.

4. Georgia Automobile Insurance Plan (Assigned Risk)

When a driver is unable to obtain coverage in the voluntary market, they may apply to the
Georgia Automobile Insurance Plan (Assigned Risk). The Plan assigns the applicant to an
admitted carrier based on market share. Policies meet Georgia’s minimum liability requirements
and applicants pay higher risk-based rates.

Example

After two DUI convictions, Sandra is declined by standard insurers. She applies to the Assigned
Risk Plan, is placed with a participating company, and receives a 25/50/25 liability policy at a
higher premium reflective of her driving record.
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Practice with Flashcards & Recall Checks

CLICKHERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

[C1 Module 1 - Ethics in Property & Casualty Insurance (Part 1)
-alg@arning 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.

e 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.

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,
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explain the mismatch, and recommend a better option—even if it means losing a
commission.

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.

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.
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Public Trust: The Foundation of Insurance

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?”
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e Organizational culture.
Companies must foster environments where ethical behavior is rewarded and unethical
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.

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.

Common Ethical Dilemmas for Producers

o 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.

e Confidentiality vs. Company Demands
Producers often learn sensitive details about clients’ finances, health, or personal lives.
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Sharing this information improperly—even with colleagues—can breach trust, even if it is
not technically illegal.

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.

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.

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.

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.

2 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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-d@ihe-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:
e Overemphasis on sales quotas without equal focus on client satisfaction.
e Pressure to push a preferred carrier regardless of suitability.
o Withholding or burying information in fine print rather than explaining it.
o Rationalizations like “everyone does it” or “it’s technically legal.”
e Lack of documentation or reluctance to put explanations in writing.
e Aculture 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. 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?

A w DN

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.
Practical Tools for Agencies
o Ethics Hotline or Ombudsman — A confidential way for staff to raise concerns.

e Scenario-Based Training — Regular role-plays of common dilemmas to practice
responses.

o Ethics Champions — Designated team members who model and reinforce ethical
behavior.

o Balanced Scorecards — Performance metrics that weigh client satisfaction and
compliance alongside sales.

Daily Habits for Ethical Practice

e Begin each client interaction with the mindset: “How can I protect this person’s best
interests?”

o Take time to listen actively before recommending solutions.

o 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 | 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.

1 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.
o Explain why ethical behavior is essential in insurance.
o 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
» Identify common ethical dilemmas faced by producers.
e Apply structured approaches to resolve ethical conflicts.
e 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.

o 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

e Understand the role of leadership in shaping ethical culture.

e Recognize how training, incentives, and accountability reinforce ethics.

o Identify 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
e Tone at the top: Leaders model integrity.

o Training matters: Ongoing, scenario-based training keeps ethics relevant.
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¢ 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.
o 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?
What are the ethical obligations beyond the law?

How could the producer apply the Quick Ethics Checklist here?

A 0N

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?
2. How should the producer balance personal financial incentives with client needs?
3. What red flags might indicate unethical behavior in this scenario?
4. 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?

A w DN

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.

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

e 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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¢ 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.

e 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.

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

o 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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e 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.

e 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.

o 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.

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.

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:

o Clients benefit from fair treatment and reliable coverage.
o Agencies benefit from stronger reputations and client loyalty.
e 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.

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
industry.
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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.

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:
« Financial — Higher commissions, bonuses, or gifts that bias recommendations.
¢ Relational — Referrals to family or friends’ businesses without disclosure.
o 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.
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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.

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.

e 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.

o 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.

o Best Practice: Producers should disclose any personal or financial interest in referrals.
A simple statement such as, “I 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.

? Example 3: Gifts and Incentives

Accepting gifts, bonuses, or incentives from insurers or vendors can also create conflicts.

e 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.

o 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.

o 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.

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?
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3. What are the risks of failing to disclose the incentive?

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.

e 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
CLICKHERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

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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-dfhe-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.

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.

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.

o 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.

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.

¢ Producer Responsibility: Producers have a duty to ensure clients understand the risks
of underinsurance.

Ethical Reasoning Frameworks Applied:

o 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.

e 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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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.
e Client Expectation: Clients expect honesty and transparency, not half-truths.
Ethical Reasoning Frameworks Applied:

o 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.

o 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?

e 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.
e Protect themselves and their agencies from reputational harm.

e Contribute to a culture of trust that sustains the insurance industry.
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Coneclusion

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.

¢ 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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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

CLICKHERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Enforcement Actions: Lessons from the DOI

The Georgia DOI actively enforces these ethical standards. Disciplinary actions serve as
reminders that violations carry real consequences.
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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.

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:

o Protects Consumers: Clients can trust that producers are acting in their best interest.

o 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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Coneclusion

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.

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.”

e Practical impact: By internalizing these principles, producers can respond quickly and
confidently to dilemmas without second-guessing.

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.

o 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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Disclosing Conflicts of Interest

Conflicts of interest are inevitable, but concealment is never acceptable.

Why it matters: Clients deserve to know when a producer has a personal or financial
interest that could influence recommendations.

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.”

Result: Transparency preserves trust and allows clients to make informed choices.

-dife-Public Test: “Would | Be Comfortable if This Decision Were Public?”

This simple question is one of the most powerful tools for ethical decision-making.

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.

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.

2
3
4,
5

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?
Documentation: Have | recorded this interaction clearly and accurately?

Public Test: Would | be comfortable if this decision were made public?

Conelusion

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

CLICKHERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS
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1 Module 3 — Ethics in Property & Casualty Insurance (Part 2)
-alg@arning 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.

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.

e 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.

o 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.

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.

How Scenario-Based Training Builds Ethical Muscles
Working through scenarios like these develops critical skills:
o 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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Practical Tools for Scenario-Based Ethics

To make scenario-based training effective, producers can use tools such as:

Role-plays: Simulating client conversations to practice disclosures and
recommendations.

Case studies: Reviewing real-world enforcement actions to see how ethical lapses
occur.

Decision checklists: Applying quick tests like, “Would | be comfortable if this decision
were public?”

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:

e 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.

Conelusion

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.

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 I 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.

e Fiduciary Duties: Producers must handle client funds properly and avoid conflicts of
interest.

e 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 feelrigid 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.

e Underinsurance: Allowing a client to underinsure may save them money now, but the
long-term harm of inadequate coverage outweighs the short-term benefit.

o 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
e 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
e 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.

o Provides guidance in ambiguous situations where rules and outcomes are unclear.
Limitations

e Relies on personal judgment, which may vary between individuals.

e May not provide concrete answers in highly complex dilemmas.

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 regulator 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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e 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
e Relies on perception, which may vary.
e May not provide sufficient depth for complex dilemmas.
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.

e 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.
« 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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e 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.
o 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.
e 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.

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.

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:

e 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 non-negotiable. Producers must never exaggerate or misstate coverage.
Even unintentional misrepresentations can have devastating consequences for clients.

o 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:

e 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.

e 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.

o It 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.

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.

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.

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.

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:

o 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.

 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.

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.

e Theinsurer initially resisted but later recognized that fair claims handling reduced
complaints and regulatory scrutiny.

e 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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e 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.
o 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.

o Proactivity pays off. Going beyond compliance demonstrates leadership and foresight.

o Culture of integrity. Embedding transparency into agency culture ensures consistency
across all producers.

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.

e 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.

o 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.

Conelusion

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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e 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.

e Resolution: If violations are found, the DOI 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.

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.

e Scope: Exams may review claims handling, sales practices, advertising, and premium
handling.

e Purpose: The goal is to identify patterns of misconduct, not just isolated incidents.

e 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.

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
o 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.

<@gmalties 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.

o License Revocation: In severe cases, licenses are permanently revoked, ending a
producer’s career in the industry.

o 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:

e 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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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.

2. Handle Funds Properly: Use trust accounts, remit premiums promptly, and never
commingle funds.

3. Document Everything: Keep detailed records of disclosures, recommendations, and
client decisions.

4. Stay Current: Review DOI bulletins regularly to stay informed about evolving
expectations.

5. Prioritize Clients: Remember that ethical practice is not just about avoiding penalties—
it is about honoring the promise of insurance.

<@Epe Broader Impact of Enforcement

Georgia’s enforcement efforts serve a larger purpose: protecting consumers and sustaining
public trust in insurance.

o For Clients: Enforcement ensures they receive fair treatment and accurate information.

o For Producers: It levels the playing field, ensuring that ethical professionals are not
undercut by unethical competitors.

o For the Industry: It reinforces the credibility of insurance as a system built on fairness
and reliability.

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.

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.

e Accessibility: It should be distributed to all staff, included in onboarding, and revisited
regularly.

e 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.

? 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.

e 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.

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

1 Module 6 — Auto Insurance Compliance in Georgia
2 Learning Objectives

By the end of this module, learners will be able to:
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e Explain Georgia’s minimum auto insurance requirements.

o Identify compliance obligations for producers in auto sales and servicing.

e Recognize prohibited practices under Georgia law.

e Apply best practices for disclosure, documentation, and claims handling.

e Analyze case studies of Georgia enforcement actions in auto insurance.
Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Section 1 — Georgia’s Auto Insurance Framework

Auto insurance is not optional in Georgia—it is a legal requirement and a cornerstone of the
state’s transportation safety system. Every driver on Georgia’s roads must carry minimum
liability coverage, maintain proof of insurance, and comply with reporting requirements. These
rules are designed to protect not only individual drivers but also the broader public by ensuring
that victims of accidents have access to compensation for injuries and property damage.

For producers, adjusters, and insurers, understanding Georgia’s auto insurance framework is
essential. Compliance is not only a matter of avoiding penalties; it is about upholding the
integrity of the insurance system and protecting consumers. This section introduces the
regulatory framework, explains the minimum requirements, and highlights why compliance is
critical for both consumers and industry professionals.

Mandatory Auto Insurance in Georgia

Georgia law requires all drivers to maintain liability insurance on their vehicles. Liability
coverage pays for bodily injury or property damage that a driver causes to others in an accident.
Unlike optional coverages such as collision or comprehensive, liability insurance is mandatory
because it protects the public from financial harm caused by negligent drivers.

Driving without insurance is a violation of state law and carries significant penalties, including
fines, license suspension, and registration suspension. The mandatory insurance requirement
ensures that every driver contributes to the financial responsibility system that underpins safe
and fair road use.

Minimum Liability Limits
Georgia’s minimum liability limits are set by statute. Every auto policy must provide at least:
e $25,000 per person for bodily injury
e $50,000 per accident for bodily injury (when multiple people are injured)

e $25,000 per accident for property damage
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These limits are often referred to as 25/50/25 coverage. They represent the minimum financial
protection required by law, but they are not always sufficient to cover the full costs of serious
accidents.

Why These Limits Matter

e For Consumers: Carrying only the minimum limits may leave drivers personally
responsible for damages that exceed coverage. For example, if a driver causes
$100,000 in medical expenses, the policy will only pay $50,000, and the driver may be
sued for the remainder.

o For Producers: It is critical to explain these limits to clients and encourage higher
coverage when appropriate. Selling only the minimum without discussing risks may
expose producers to complaints or errors-and-omissions claims.

¢ For Regulators: The minimum limits ensure that every driver has at least a baseline
level of financial responsibility.

? Proof of Insurance Requirements

Georgia requires drivers to carry proof of insurance at all times. Acceptable proof includes an
insurance ID card issued by the insurer, either in paper or electronic form. Law enforcement
officers may request proof of insurance during traffic stops or after accidents.

In addition, insurers must report policies electronically to the Georgia Electronic Insurance
Compliance System (GEICS). This system allows law enforcement and the Department of
Revenue to verify coverage in real time.

Key Points

o Dual Responsibility: Drivers must carry proof, and insurers must report coverage
electronically.

o Electronic Verification: GEICS reduces fraud by preventing drivers from presenting
fake or outdated insurance cards.

e Producer Role: Producers should educate clients about carrying proof and ensure that
policies are reported accurately to GEICS.

Failure to provide proof of insurance can result in citations, fines, and even suspension of
driving privileges, even if the driver actually has coverage.

Penalties for Non-Compliance

Georgia imposes strict penalties for failing to maintain required auto insurance. These penalties
are designed to deter uninsured driving and protect the public.

Penalties Include:

o Fines: Monetary penalties vary depending on the length of the lapse and whether it is a
repeat offense.
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e License Suspension: The driver’s license may be suspended until proof of insurance is
provided and reinstatement fees are paid.

e Vehicle Registration Suspension: The vehicle’s registration may be suspended,
preventing legal operation on public roads.

Example

A driver allows their policy to lapse for 45 days. GEICS automatically notifies the Department of
Revenue, which suspends the vehicle’s registration. The driver must pay a reinstatement fee,
provide proof of insurance, and risk higher premiums in the future.

Compliance Note

For producers, lapses in coverage are not just consumer issues—they can lead to complaints if
clients claim they were not properly advised about renewal or cancellation. Clear
communication about policy expiration and renewal is essential.

Why Compliance Matters
Compliance with Georgia’s auto insurance framework is critical for several reasons:

1. Consumer Protection
Auto insurance ensures that accident victims receive compensation for injuries and
property damage. Without mandatory insurance, victims would be forced to rely on
lawsuits or absorb losses themselves.

2. Public Safety
By requiring all drivers to carry insurance, Georgia reduces the number of uninsured
motorists on the road, creating a safer environment for everyone.

3. Regulatory Oversight
The Georgia DOI and Department of Revenue monitor compliance through GEICS and
enforcement actions. Insurers and producers who fail to comply risk fines, audits, and
reputational harm.

4. Professional Responsibility
Producers and adjusters serve as trusted advisors. Ensuring clients understand their
obligations and risks is part of the ethical duty of the profession.

Case Example: The Cost of Non-Compliance

A Georgia driver was stopped for a routine traffic violation. When asked for proof of insurance,
the driver presented an expired ID card. GEICS confirmed that the policy had lapsed two
months earlier.

Consequences:
e The driver’s license and registration were suspended.

e The driver paid fines and reinstatement fees.
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e The lapse was reported to insurers, resulting in higher premiums.

Lesson Learned:
Even short lapses in coverage can have long-term financial consequences. Producers should
emphasize the importance of continuous coverage and assist clients in avoiding lapses.

<éEhe Role of Producers and Adjusters

Producers and adjusters play a vital role in ensuring compliance with Georgia’s auto insurance
framework. Their responsibilities include:

o Educating Clients: Explain minimum limits, proof requirements, and penalties for non-
compliance.

o Encouraging Adequate Coverage: Help clients understand the risks of carrying only
minimum limits.

e Monitoring Renewals: Remind clients of upcoming renewals to prevent lapses.

e Supporting Claims: Ensure that claims are handled promptly and fairly, reinforcing the
value of compliance.

By fulfilling these responsibilities, producers and adjusters not only comply with the law but also
build trust and loyalty with clients.

Conclusion

Georgia’s auto insurance framework is built on three pillars: mandatory minimum liability
limits, proof of insurance requirements, and penalties for non-compliance. Together, these
rules create a system that protects consumers, promotes public safety, and ensures fairness on
the road.

For consumers, compliance means financial protection and peace of mind. For producers and
adjusters, compliance is both a legal obligation and an ethical responsibility. By educating
clients, encouraging adequate coverage, and supporting continuous compliance, industry
professionals strengthen the integrity of Georgia’s insurance system.

Ultimately, auto insurance is more than a legal requirement—it is a promise of protection.
Upholding that promise through compliance safeguards not only individual drivers but also the
trust that sustains the insurance industry.

Section 2 — Producer Compliance Obligations

Auto insurance producers in Georgia serve as the critical link between insurers and consumers.
They are not only sales professionals but also educators, advisors, and compliance stewards.
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Every recommendation, disclosure, and explanation they provide shapes the policyholder’s
understanding of coverage and their ability to make informed decisions.

Because auto insurance is mandatory in Georgia, producers carry heightened responsibilities.
They must ensure that clients understand what they are buying, what is excluded, and how
coverage applies in real-world scenarios. The Georgia Department of Insurance (DOI) holds
producers accountable for misrepresentation, inadequate disclosure, or failure to document
recommendations.

This section explores the core compliance obligations of producers: accurately explaining
coverage, disclosing exclusions, avoiding misrepresentation, and documenting
recommendations. It concludes with a case example that illustrates the consequences of
failing to meet these obligations.

? Accurately Explaining Coverage

Why It Matters

Auto insurance policies contain multiple coverage components, each serving a distinct purpose.
Producers must explain these coverages clearly and accurately so clients understand what
protection they are purchasing. Failure to do so can result in unmet expectations, denied claims,
and regulatory complaints.

Key Coverages to Explain

o Liability Coverage: Pays for bodily injury and property damage caused to others.
Georgia requires minimum limits of 25/50/25, but producers should explain the risks of
carrying only minimum limits.

e Uninsured/Underinsured Motorist (UM/UIM): Protects policyholders if they are injured
by a driver with no insurance or insufficient coverage. Producers should highlight that
UM/UIM is optional but highly recommended.

o Collision Coverage: Pays for damage to the insured’s own vehicle resulting from a
collision, regardless of fault.

e Comprehensive Coverage: Covers non-collision losses such as theft, fire, vandalism,
or weather damage.

o Medical Payments (MedPay): Provides coverage for medical expenses for the insured
and passengers, regardless of fault.

Best Practices
o Use plain language, avoiding jargon.

e Provide real-world examples (e.g., “If you hit a deer, that's comprehensive, not
collision”).

e Compare scenarios with and without optional coverages.
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e Confirm client understanding by asking them to restate coverage in their own words.
Compliance Note

The DOI expects producers to explain coverage accurately and completely. Misstatements or
omissions can be treated as misrepresentation under Georgia law.

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

2 Disclosing Exclusions
Why It Matters

Every auto policy contains exclusions—circumstances where coverage does not apply.
Producers must disclose these exclusions clearly, especially when they relate to common
activities such as ride sharing or commercial use of personal vehicles.

Failure to disclose exclusions is one of the most common sources of consumer complaints.
Clients who believe they are covered, only to discover exclusions after a loss, often file
complaints with the DOI.

Common Exclusions to Disclose

o Intentional Acts: Coverage does not apply to intentional damage caused by the
insured.

o Commercial Use of Personal Vehicles: Personal auto policies typically exclude
coverage when vehicles are used for business purposes, such as deliveries.

o Ride Sharing Gaps: Many personal auto policies exclude coverage when the insured is
driving for ride sharing services like Uber or Lyft.

e Racing or lllegal Activities: Losses occurring during racing or illegal acts are excluded.
Best Practices

o Highlight exclusions during the sales process, not just at claim time.

e Provide written summaries of key exclusions.

e Encourage clients to ask questions about activities that may affect coverage.

» Offer endorsements or specialized policies when exclusions create significant gaps.
Compliance Note

Georgia regulators view failure to disclose exclusions as a form of misrepresentation. Producers
must ensure clients are aware of limitations before purchasing coverage.

2 Avoiding Misrepresentation
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Why It Matters

Misrepresentation occurs when producers knowingly or negligently provide false or misleading
information about coverage. One of the most common misrepresentations is promising “full
coverage” without explanation.

The term “full coverage” is misleading because no policy covers every possible risk. Clients who
believe they have “full coverage” may assume they are protected in situations where exclusions
apply, leading to disputes and complaints.

Examples of Misrepresentation
e Promising “full coverage” without clarifying what is included.
e Suggesting that liability coverage protects the insured’s own vehicle.
» Downplaying exclusions such as ride sharing or commercial use.
o Exaggerating the benefits of optional coverages.
Best Practices

e Avoid vague terms like “full coverage.” Instead, explain exactly what coverages are
included.

e Provide written summaries of coverages and exclusions.
e Document client questions and your responses.

o Correct misunderstandings immediately, even if it risks losing a sale.

Compliance Note

The DOI treats misrepresentation seriously. Producers found guilty may face fines, license

suspension, or revocation. Misrepresentation also exposes producers to errors-and-omissions
liability.

Documenting Recommendations
Why It Matters

Documentation protects both the producer and the client. When disputes arise, detailed records
of recommendations, disclosures, and client decisions provide evidence of compliance.

Without documentation, producers may struggle to defend themselves against allegations of
misrepresentation or inadequate disclosure.

Best Practices

e Record all recommendations in writing, including why certain coverages were
suggested.
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o Document client decisions, especially when they decline recommended coverages.

e Retain copies of all communications, including emails, letters, and signed
acknowledgments.

e Use standardized forms for disclosures and suitability assessments.
Example

If a client declines UM/UIM coverage, the producer should document the recommendation,
explain the risks, and obtain the client’s signed acknowledgment. This protects the producer if
the client later complains after an accident with an uninsured driver.

Compliance Note

The DOI expects producers to maintain thorough records. Inadequate documentation is often
cited during audits and investigations.

Case Example: Ride Sharing Exclusion

The Situation:

A Georgia producer sold a personal auto policy to a client who occasionally drove for a ride
sharing service. The producer failed to disclose that the policy excluded coverage while the
vehicle was being used for ride sharing.

The Loss:
The client was involved in an accident while transporting a passenger for a ride sharing
company. The insurer denied the claim based on the exclusion.

The Complaint:
The client filed a complaint with the Georgia DOI, alleging that the producer had promised “full
coverage” without disclosing the ride sharing exclusion.

The Enforcement Action:
The DOl cited the producer for misrepresentation and failure to disclose exclusions. The
producer faced disciplinary action, including fines and mandatory retraining.

The Lesson:

Producers must disclose exclusions clearly and avoid vague promises like “full coverage.”
Documentation of disclosures and client acknowledgments is essential to protect both the client
and the producer.

? The Broader Impact of Producer Compliance

Producer compliance obligations are not just about avoiding penalties—they are about
protecting consumers and strengthening the insurance industry.

o For Consumers: Accurate explanations, clear disclosures, and documented
recommendations ensure that clients understand their coverage and avoid unpleasant
surprises.
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e For Producers: Compliance reduces the risk of complaints, regulatory action, and
errors-and-omissions claims.

e For Insurers: Producers who comply with obligations reduce reputational risk and
strengthen client trust.

o For the Industry: Strong compliance practices reinforce public confidence in insurance
as a reliable safety net.

Coneclusion

Producers in Georgia carry significant compliance obligations under the state’s auto insurance
framework. They must accurately explain coverage, disclose exclusions, avoid
misrepresentation, and document recommendations. These obligations are not optional—
they are essential to protecting consumers and maintaining the integrity of the insurance
system.

The case of the ride sharing exclusion illustrates the consequences of failing to meet these
obligations. A producer who promised “full coverage” without disclosing exclusions faced
regulatory action and reputational harm.

By embracing best practices—clear explanations, proactive disclosures, precise language, and
thorough documentation—producers can fulfill their legal and ethical responsibilities. In doing
so, they not only comply with Georgia law but also build trust, reduce disputes, and strengthen
the reputation of the insurance profession.

Section 3 — Uninsured/Underinsured Motorist Coverage (UM/UIM)

Auto insurance in Georgia is designed to protect not only drivers who cause accidents but also
those who are harmed by others. One of the most important protections available is
Uninsured/Underinsured Motorist (UM/UIM) coverage. This coverage ensures that
policyholders are not left financially vulnerable when the at-fault driver has no insurance or
insufficient limits to cover the damages.

Georgia law requires insurers to offer UM/UIM coverage with every auto policy. Clients may
reject it, but only in writing. This requirement reflects the state’s recognition that uninsured and
underinsured drivers pose a significant risk on Georgia’s roads. For producers, UM/UIM
coverage is a critical area of compliance and ethics. They must explain the coverage clearly,
document rejections properly, and avoid steering clients away from UM/UIM simply to lower
premiums.

This section explores the purpose of UM/UIM coverage, the compliance obligations of
producers, and a case scenario that illustrates the consequences of failing to follow the rules.

What Is UM/UIM Coverage?
Uninsured Motorist (UM)
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UM coverage protects policyholders when they are injured or their property is damaged by a
driver who carries no liability insurance. Despite Georgia’s mandatory insurance laws,
uninsured drivers remain a reality. Without UM coverage, victims may have no source of
compensation other than suing the at-fault driver, who often lacks assets.

Underinsured Motorist (UIM)

UIM coverage applies when the at-fault driver has insurance, but their liability limits are
insufficient to cover the damages. For example, if the at-fault driver carries Georgia’s minimum
25/50/25 limits but causes $100,000 in medical expenses, UIM coverage can step in to pay the
difference, up to the insured’s policy limits.

Why It Matters

e For Consumers: UM/UIM coverage provides essential financial protection against
common risks.

e For Producers: Explaining UM/UIM is a compliance obligation and a professional duty.

e For Insurers: Offering UM/UIM is required by law, and failure to document rejections
can result in forced coverage.

? Producer Obligations

Georgia law imposes specific obligations on producers when offering UM/UIM coverage. These
obligations are designed to ensure that clients make informed decisions and that insurers can
demonstrate compliance.

1. Explain the Coverage

Producers must clearly explain what UM/UIM coverage is, how it works, and why it is important.
Clients should understand that UM/UIM protects them when the at-fault driver lacks sufficient
insurance.

Best Practices:

o Use real-world examples (e.g., “If you're hit by an uninsured driver, UM coverage pays
your medical bills and repairs”).

e Compare scenarios with and without UM/UIM coverage.
o Emphasize that UM/UIM protects the insured, not the other driver.
2. Document Rejections

If a client chooses to reject UM/UIM coverage, the rejection must be in writing. A signed
rejection form is mandatory. Without it, the insurer may be required to provide UM/UIM coverage
by default.

Best Practices:

e Always obtain a signed rejection form when clients decline UM/UIM.
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o Retain the form in the client’s file for the life of the policy.
e Provide clients with a copy of the signed rejection for their records.
3. Avoid Steering

Producers cannot discourage clients from purchasing UM/UIM coverage simply to lower
premiums. Steering clients away from UM/UIM without full disclosure is unethical and may be
considered misrepresentation.

Best Practices:

e Present UM/UIM as an important option, not an unnecessary add-on.

o Disclose the risks of rejecting UM/UIM.

o Allow clients to make the decision based on informed consent, not producer bias.
Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICKHERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Compliance Risks
Failure to meet these obligations exposes producers and insurers to significant risks:

e Regulatory Action: The Georgia DOI may cite producers for misrepresentation or
inadequate disclosure.

o Forced Coverage: Courts may require insurers to provide UM/UIM coverage if
rejections are not properly documented.

e Errors-and-Omissions Liability: Producers may face lawsuits from clients who claim
they were not offered UM/UIM.

e Reputational Harm: Failure to handle UM/UIM properly damages trust with clients and
regulators.

Scenario: Failure to Obtain a Signed Rejection

The Situation:

A Georgia producer sold an auto policy to a client but failed to obtain a signed rejection of
UM/UIM coverage. The producer verbally told the client that UM/UIM was optional and could
increase premiums but did not provide a written rejection form.
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The Loss:
Months later, the client was injured in an accident caused by an uninsured driver. The client filed
a claim under UM coverage, only to be told that they had rejected it.

The Complaint:
The client sued, claiming they were never offered UM/UIM coverage. Because the producer had
no signed rejection form, the insurer was forced to provide UM/UIM coverage by default.

The Enforcement Action:
The Georgia DOI cited the producer for misrepresentation and failure to document the rejection.
The producer faced disciplinary action, including fines and mandatory retraining.

The Lesson:

Verbal explanations are not enough. Producers must obtain signed rejection forms whenever
clients decline UM/UIM coverage. Without documentation, insurers may be forced to provide
coverage, and producers may face regulatory penalties.

Best Practices for Producers

To ensure compliance and protect both clients and insurers, producers should adopt the
following best practices:

1. Educate Clients Thoroughly: Explain UM/UIM coverage in plain language, using
examples.

2. Highlight Risks of Rejection: Make sure clients understand the financial
consequences of declining UM/UIM.

3. Obtain Signed Rejections: Always secure a signed rejection form when clients decline
coverage.

4. Retain Documentation: Keep rejection forms and related communications in the client’s
file.

5. Avoid Bias: Present UM/UIM neutrally, without discouraging clients from purchasing it.

6. Review Regularly: Revisit UM/UIM coverage at each renewal to ensure clients’ needs
are still being met.

? The Broader Impact of UM/UIM Compliance
UM/UIM compliance benefits all stakeholders:

e For Policyholders: It ensures they are protected against uninsured and underinsured
drivers.

e For Producers: It reduces the risk of complaints, lawsuits, and regulatory penalties.
o For Insurers: It prevents forced coverage and strengthens compliance with Georgia law.

o For the Industry: It reinforces public trust in insurance as a reliable safety net.
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Coneclusion

Uninsured/Underinsured Motorist coverage is one of the most important protections available in
Georgia auto insurance. State law requires insurers to offer UM/UIM, and clients may reject it
only in writing. Producers have three critical obligations: explain the coverage, document
rejections, and avoid steering.

The scenario of a producer failing to obtain a signed rejection illustrates the consequences of
non-compliance: lawsuits, forced coverage, and regulatory penalties. By adopting best
practices—clear explanations, thorough documentation, and unbiased presentation—producers
can fulfill their legal and ethical responsibilities.

Ultimately, UM/UIM compliance is not just about avoiding penalties. It is about protecting clients
from real-world risks, strengthening trust in the insurance system, and upholding the promise of
financial security that lies at the heart of auto insurance.

Section 4 — Claims Compliance in Auto Insurance

Auto insurance claims are among the most heavily scrutinized areas of insurance regulation.
For policyholders, the claims process is the moment when the insurer’s promise is tested. For
regulators, it is the focal point of consumer protection. In Georgia, the Unfair Claims
Settlement Practices Act (UCSPA) establishes clear standards for how auto claims must be
handled.

Compliance in auto claims is not only about avoiding fines or disciplinary action—it is about
ensuring fairness, transparency, and trust. This section explores best practices for claims
compliance in auto insurance, focusing on prompt acknowledgment, accurate evaluation,
transparency in denials, and avoiding unfair practices.

? Prompt Acknowledgment
Why It Matters

The first step in claims handling is acknowledging receipt of the claim. Prompt acknowledgment
reassures policyholders that their claim is being taken seriously and sets the tone for the entire
process. Delays at this stage create anxiety, erode trust, and may violate statutory
requirements.

Georgia law requires insurers to acknowledge claims and respond to communications within
defined timelines. Failure to do so is a common violation cited during market conduct exams.

Best Practices

e Acknowledge Within 24-48 Hours: Confirm receipt of the claim quickly, even if
investigation has not yet begun.

¢ Provide Contact Information: Give claimants the name and phone number of the
assigned adjuster.

Page 111 of 188



o Set Expectations: Outline the next steps and anticipated timelines.
Example

A driver reports an accident on Monday morning. By Tuesday afternoon, the insurer sends a
written acknowledgment, assigns an adjuster, and provides a contact number. The claimant
feels reassured and informed, reducing the likelihood of complaints.

? Accurate Evaluation
Why It Matters

Accurate evaluation of damages is central to fair claims handling. In auto insurance, disputes
often arise over the valuation of totaled vehicles. Using inflated or deflated values undermines
trust and may be considered an unfair practice under Georgia’s UCSPA.

The law requires insurers to base settlements on fair market value—the amount a willing buyer
would pay a willing seller for the vehicle immediately before the loss.

Best Practices

¢ Use Reliable Valuation Tools: Base valuations on recognized industry sources, not
arbitrary estimates.

o Consider Local Market Conditions: Adjust valuations to reflect the actual market in the
claimant’s area.

« Explain the Valuation: Provide claimants with documentation showing how the value
was determined.

o Allow for Dispute Resolution: Offer a process for claimants to challenge valuations
with additional evidence.

Example

A claimant’s vehicle is totaled in a collision. The insurer uses multiple valuation sources,
considers comparable vehicles in the local market, and provides a written explanation of the
settlement amount. The claimant may not be happy about losing their car, but they understand
how the value was determined and feel the process was fair.

? Transparency in Denials

Why It Matters

When claims are denied or partially paid, policyholders deserve clear, written explanations.
Vague or verbal-only denials create confusion and frustration, and they violate Georgia’s
UCSPA, which requires insurers to provide accurate explanations referencing specific policy
provisions.

Transparency is not just a compliance requirement—it is an ethical obligation that demonstrates
respect for clients.
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Best Practices
e Provide Written Explanations: Always issue denial letters in writing.

o Cite Policy Provisions: Reference the exact section of the policy that supports the
denial.

o Explain Reasoning Clearly: Go beyond citing provisions—explain how the facts of the
claim apply to the policy terms.

o Offer Next Steps: Inform claimants of their right to appeal, submit additional
documentation, or seek further review.

Example

A claim for stolen personal items from a vehicle is denied because the policy excludes personal
property coverage. The insurer issues a letter citing the exclusion, explaining the reasoning, and
outlining the claimant’s options. The transparency reduces frustration and demonstrates
fairness.

2 Avoiding Unfair Practices
Why It Matters

The UCSPA prohibits unfair claims practices such as lowballing settlements, delaying
repairs, or compelling litigation by offering substantially less than what is owed. These
practices harm consumers, damage reputations, and invite regulatory penalties.

Unfair practices are among the most common violations cited by the Georgia DOI. Regulators
view them as systemic issues that undermine public trust in insurance.

Best Practices

o Avoid Lowball Offers: Base settlements on documented evidence, not arbitrary
reductions.

e Do Not Delay Repairs: Approve repairs promptly once liability is established.
e Actin Good Faith: When liability is clear, attempt prompt and equitable settlements.
e Monitor for Patterns: Conduct internal audits to identify and correct systemic issues.

Example
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An insurer consistently offers settlements far below repair estimates, forcing claimants to sue.
The DOI investigates, cites the insurer for unfair practices, and imposes fines. By contrast,
insurers that settle fairly and promptly reduce litigation and strengthen client trust.

? The Broader Impact of Claims Compliance
Claims compliance benefits all stakeholders:
e For Policyholders: It ensures fair treatment, timely settlements, and transparency.
e For Producers: It reduces complaints and strengthens client relationships.
o ForlInsurers: It minimizes regulatory risk, litigation, and reputational harm.
e For the Industry: It reinforces public trust in auto insurance as a reliable safety net.

When insurers handle claims promptly, evaluate accurately, communicate transparently, and
avoid unfair practices, they not only comply with Georgia law but also uphold the ethical promise
of insurance.

Conclusion

Auto claims are heavily scrutinized because they represent the moment when insurance
promises are tested. Georgia’s UCSPA sets clear standards for compliance, requiring prompt
acknowledgment, accurate evaluation, transparent denials, and avoidance of unfair practices.

By adopting best practices—acknowledging claims within statutory timelines, using fair market
value for totaled vehicles, providing written explanations for denials, and avoiding lowball
settlements or delays—insurers and producers can protect clients, comply with the law, and
strengthen the reputation of the industry.

In the end, claims compliance is not just about avoiding penalties—it is about honoring the
promise of insurance. Fair, timely, and transparent claims handling builds trust, reduces
disputes, and sustains the credibility of Georgia’s auto insurance system.

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

Section 5 — Case Studies of Enforcement

Regulatory enforcement actions in Georgia provide powerful reminders of why compliance and
documentation are essential in auto insurance. While statutes and regulations outline the rules,
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it is real-world cases that illustrate the consequences of failing to follow them. The Georgia
Department of Insurance (DOI) regularly investigates complaints, conducts audits, and imposes
penalties when insurers or producers fall short of their obligations.

The following three case studies highlight common compliance failures: failure to report
policies to GEICS, misrepresentation of “full coverage,” and undervaluation of totaled
vehicles. Each case underscores the importance of accuracy, transparency, and thorough
documentation in protecting both consumers and the industry.

? Case 1: Failure to Report Policies to GEICS

The Situation:

Georgia law requires insurers to report all active auto insurance policies to the Georgia
Electronic Insurance Compliance System (GEICS). This system allows law enforcement and
the Department of Revenue to verify coverage electronically. In one enforcement action, an
insurer failed to report thousands of policies accurately and on time.

The Consequences:

Because of the reporting failure, GEICS incorrectly flagged many drivers as uninsured. As a
result, drivers faced wrongful license and registration suspensions. Consumers were forced to
pay reinstatement fees and endure the stress of proving they had valid coverage.

The DOI investigated and imposed significant fines on the insurer. The company was also
required to implement corrective measures, including new reporting protocols and staff training.

The Lesson:

e Accuracy in Reporting: Insurers must ensure that policy data is reported promptly and
correctly to GEICS.

e Consumer Impact: Administrative errors can cause real harm to policyholders, even
when they have complied with the law.

o Documentation: Maintaining accurate records of reporting helps insurers defend
themselves and demonstrate compliance during audits.

This case illustrates that compliance failures are not just technical—they directly affect
consumers’ ability to drive legally and maintain financial stability.

? Case 2: Misrepresentation of “Full Coverage”

The Situation:

A Georgia producer sold an auto policy to a client, describing it as “full coverage.” The producer
failed to explain that the policy included liability and collision but excluded
uninsured/underinsured motorist (UM/UIM) coverage. The client assumed they were fully
protected in all scenarios.
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The Loss:

The client was later injured in an accident caused by an uninsured driver. When they filed a
claim, they discovered that UM coverage had not been included. The claim was denied, leaving
the client with significant medical expenses.

The Enforcement Action:

The client filed a complaint with the DOI, alleging misrepresentation. The investigation found
that the producer had used vague terminology and failed to disclose exclusions. The DOI
disciplined the producer, imposing fines and requiring remedial training.

The Lesson:

e Avoid Vague Language: Terms like “full coverage” are misleading and should never be
used without clarification.

« Explain Exclusions: Producers must disclose what is not covered, especially common
exclusions like UM/UIM or ride-sharing gaps.

¢ Document Recommendations: Producers should record client decisions and retain
signed acknowledgments when coverage is declined.

This case highlights the importance of transparency and documentation. Producers who fail to
explain coverage accurately not only harm clients but also expose themselves to regulatory
penalties and errors-and-omissions liability.

Case 3: Undervaluing Totaled Vehicles

The Situation:

An insurer handling auto claims was found to be systematically undervaluing totaled vehicles.
Instead of using fair market value, the company relied on outdated valuation methods that
consistently produced lower settlement offers.

The Consequences:

Policyholders received settlements that were insufficient to replace their vehicles. Many were
forced to pay out-of-pocket to purchase comparable cars. Complaints to the DOI triggered a
market conduct exam, which revealed a pattern of undervaluation.

The DOI imposed fines and required the insurer to revise its valuation practices. The company
was ordered to use recognized industry sources and adjust valuations to reflect local market
conditions.

The Lesson:

o Fair Market Value: Georgia law requires insurers to base settlements on fair market
value, not arbitrary or outdated estimates.
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Transparency: Insurers must provide claimants with documentation explaining how
valuations are determined.

Compliance Monitoring: Regular internal audits can identify systemic issues before
regulators intervene.

This case demonstrates that undervaluing claims is not just a customer service issue—it is a
compliance violation that undermines trust in the insurance system.

? Common Themes Across Enforcement Cases

Although the details differ, these enforcement cases share important themes:

Consumer Harm: Failures in reporting, disclosure, or valuation directly harm
policyholders.

Regulatory Oversight: The DOI actively investigates complaints and imposes penalties
for non-compliance.

Documentation Matters: Accurate records protect insurers and producers during audits
and disputes.

Trust at Stake: Compliance failures erode public confidence in insurance, while best
practices strengthen it.

Best Practices for Avoiding Enforcement Actions

To avoid similar enforcement actions, insurers and producers should:

1. Ensure Accurate Reporting: Verify that all policies are reported promptly to GEICS.

2. Communicate Clearly: Avoid vague terms like “full coverage” and explain exclusions in
plain language.

3. Use Reliable Valuation Tools: Base totaled vehicle settlements on fair market value
and provide documentation.

4. Document Everything: Record recommendations, disclosures, and client decisions in
writing.

5. Train Staff Regularly: Provide ongoing training on compliance requirements and ethical
practices.

Conelusion

Enforcement actions in Georgia highlight the real-world consequences of compliance failures.
The insurer fined for failing to report policies to GEICS, the producer disciplined for
misrepresenting “full coverage,” and the insurer penalized for undervaluing totaled vehicles all
demonstrate how lapses in compliance and documentation harm consumers and damage
industry credibility.
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For insurers and producers, the lessons are clear: accuracy, transparency, and
documentation are non-negotiable. By adopting best practices and prioritizing compliance,
industry professionals can protect clients, avoid regulatory penalties, and strengthen the trust
that sustains Georgia’s auto insurance system.

Section 6 — Best Practices for Producers

Auto insurance producers in Georgia are more than sales professionals—they are trusted
advisors and compliance stewards. Their role is to ensure that clients understand their
coverage, that all disclosures are properly documented, and that regulatory requirements are
met. By following best practices, producers protect consumers, safeguard their own professional
reputations, and strengthen the credibility of the insurance industry as a whole.

This section outlines five best practices for producers: explaining coverage in plain language,
documenting disclosures and client decisions, obtaining signed UM/UIM rejections,
verifying GEICS reporting, and providing written explanations for denials.

Always Explain Coverage in Plain Language

Insurance contracts are complex, filled with technical terms and exclusions. Producers must
translate this complexity into plain language that clients can understand.

e Avoid vague terms like “full coverage.”

e Use real-world examples to illustrate how liability, collision, comprehensive, and UM/UIM
apply.

e Confirm understanding by asking clients to restate coverage in their own words.

Clear explanations reduce misunderstandings and protect producers from misrepresentation
claims.

? Document All Disclosures and Client Decisions

Documentation is the backbone of compliance. Every disclosure, recommendation, and client
decision should be recorded.

o Keep notes of conversations, including dates and key points.
e Retain copies of written disclosures and signed acknowledgments.

e Document when clients decline recommended coverages, such as UM/UIM or higher
liability limits.

Thorough documentation protects both the client and the producer in the event of disputes or
regulatory reviews.

Obtain Signed UM/UIM Rejections
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Georgia law requires insurers to offer Uninsured/Underinsured Motorist (UM/UIM) coverage,
and clients may reject it only in writing. Producers must ensure that signed rejection forms are
obtained and retained.

e Never rely on verbal rejections.
e Provide clients with copies of signed forms.
e Revisit UM/UIM coverage at renewals to confirm client decisions.

Failure to obtain signed rejections can result in insurers being forced to provide coverage and
producers facing disciplinary action.

Verify GEICS Reporting

The Georgia Electronic Insurance Compliance System (GEICS) is the state’s database for
verifying auto insurance coverage. Producers should confirm that policies are reported
accurately to GEICS to prevent wrongful license or registration suspensions.

o Educate clients about carrying proof of insurance and GEICS verification.
e Follow up with insurers if clients report GEICS errors.
e Document communications related to reporting issues.
Verification protects clients from administrative penalties and demonstrates diligence.
Provide Written Explanations for Denials

When claims are denied or partially paid, producers may be asked to explain the decision. While
the insurer issues the official denial, producers should reinforce transparency by ensuring
clients receive clear, written explanations.

o Reference specific policy provisions.
e Avoid vague statements like “not covered.”
e Encourage clients to review appeal or reconsideration options.

Written explanations build trust and reduce the likelihood of complaints.
Conclusion

Best practices for producers are not optional—they are essential to compliance,
professionalism, and client trust. By explaining coverage in plain language, documenting
disclosures, obtaining signed UM/UIM rejections, verifying GEICS reporting, and providing
written explanations for denials, producers fulfill both their legal obligations and their ethical
responsibilities.

In the end, these practices protect consumers, reduce regulatory risk, and strengthen the
reputation of Georgia’s auto insurance industry. Producers who embrace them demonstrate
integrity, accountability, and a commitment to the promise of insurance.
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Test Your Understanding with Multiple-Choice Q&A & Recall Checks
CLICK HERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Section 7 — Ethical Dimensions

Ethical practice in auto insurance goes beyond meeting statutory requirements—it is about
ensuring that clients truly understand the protection they are purchasing. Compliance provides
the framework, but ethics provides the spirit. Producers must prioritize client understanding
over sales quotas or premium reductions.

One of the most common ethical pitfalls is the misuse of the phrase “full coverage.” This term
is misleading because no policy covers every possible risk. When producers use it without
clarification, clients may believe they are protected in situations where exclusions apply, such as
ride sharing or commercial use of personal vehicles. Ethical producers avoid vague language
and instead explain, in plain terms, what coverages are included, what is excluded, and why
those distinctions matter.

Another ethical responsibility is to emphasize the importance of Uninsured/Underinsured
Motorist (UM/UIM) coverage. While clients may decline UM/UIM, producers should never
minimize its value simply to lower premiums. Instead, they should explain how UM/UIM protects
policyholders from the very real risk of being injured by drivers with little or no insurance.

Ultimately, ethical auto insurance practice means acting as an educator and advocate. By
prioritizing clarity, transparency, and fairness, producers not only comply with Georgia law but
also build lasting trust with their clients.

[C1 Module 7 — Homeowners Insurance Compliance & Basics
2 Learning Objectives
By the end of this module, learners will be able to:
o Describe the structure and purpose of homeowners insurance policies.
o Identify Georgia-specific compliance requirements for homeowners coverage.
e Explain common exclusions and endorsements.
* Recognize prohibited practices in marketing and servicing homeowners policies.
o Apply best practices for disclosure, documentation, and claims handling.
Section 1 — Overview of Homeowners Insurance

Homeownership is one of the most significant financial commitments most individuals will ever
make. Protecting that investment is the purpose of homeowners insurance, one of the most
widely sold property and casualty (P&C) products in the United States. Homeowners insurance
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provides a package of coverages that safeguard not only the physical structure of the home but
also the personal property inside, the insured’s liability to others, and even the cost of temporary
living arrangements if the home becomes uninhabitable.

This section introduces the standard Insurance Services Office (ISO) Homeowners Policy
Forms (HO 1 through HO 8), explains how they differ, and reviews the purpose of each
coverage part. Learners will also explore why homeowners insurance is essential for both
consumers and lenders.

The Core Coverages of Homeowners Insurance

A standard homeowners policy is a multi-line contract, meaning it combines several types of
coverage into one policy. The six primary coverage parts are:

1. Dwelling Coverage (Coverage A): Protects the physical structure of the home,
including walls, roof, and attached structures like garages.

2. Other Structures (Coverage B): Covers detached structures such as sheds, fences, or
detached garages.

3. Personal Property (Coverage C): Protects the contents of the home, including
furniture, clothing, and electronics, against covered perils.

4. Loss of Use/Additional Living Expenses (Coverage D): Pays for temporary housing
and related expenses if the home is uninhabitable due to a covered loss.

5. Personal Liability (Coverage E): Provides protection if the insured is legally
responsible for injury or property damage to others.

6. Medical Payments to Others (Coverage F): Pays for minor medical expenses of
guests injured on the property, regardless of fault.

Together, these coverages provide a comprehensive safety net for homeowners, addressing
both property and liability risks.

? The 1ISO Homeowners Policy Forms (HO 1 — HO 8)

ISO has developed a series of standardized homeowners policy forms, each designed for
different types of dwellings and insured needs. Understanding these forms is essential for
producers, adjusters, and consumers alike.

HO-1: Basic Form

e Provides coverage for a limited list of named perils (such as fire, lightning, windstorm,
hail, explosion, and theft).

o Rarely sold today because of its limited protection.
o Typically excludes many common risks, making it less attractive to consumers.

HO-2: Broad Form
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o Expands coverage to a broader list of named perils, including falling objects, weight of
ice/snow, accidental discharge of water, and more.

o Covers both the dwelling and personal property against these perils.

o Still a named-perils policy, meaning losses are only covered if specifically listed.
HO-3: Special Form

e The most commonly sold homeowners policy.

e Provides “all-risk” coverage (also called “open perils”) for the dwelling and other
structures, meaning all causes of loss are covered unless specifically excluded.

e Personal property is still covered on a named-perils basis.

o Offers a balance of broad protection and affordability.
HO-4: Contents Broad Form (Renters Insurance)

o Designed for tenants who do not own the dwelling.

o Covers personal property and liability but not the building itself.

o Provides additional living expenses if the rental unit becomes uninhabitable.
HO-5: Comprehensive Form

e Provides the broadest coverage available.

e Both the dwelling and personal property are covered on an all-risk basis, subject only to
exclusions.

o Often includes higher limits for valuable items and fewer restrictions.
e Typically more expensive but offers superior protection.
HO-6: Unit-Owners Form (Condo Insurance)
e Designed for condominium owners.
o Covers the interior of the unit (walls, floors, ceilings) and personal property.
e Provides liability and loss of use coverage.

e Works in conjunction with the condo association’s master policy, which usually covers
the building’s exterior and common areas.

HO-7: Mobile Home Form
o Adapted from the HO-3 form but tailored for mobile or manufactured homes.
e Provides similar coverage for dwelling, personal property, liability, and loss of use.

e Recognizes the unique risks associated with mobile homes.
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HO-8: Modified Coverage Form

Designed for older or historic homes where replacement cost coverage may not be
practical.

Provides coverage based on actual cash value (ACV) rather than replacement cost.

Useful when the cost to rebuild exceeds the home’s market value.

Why Homeowners Insurance |Is Essential

For Consumers

Financial Protection: A home is often the largest asset a family owns. Insurance
protects against catastrophic loss.

Liability Coverage: Protects against lawsuits for injuries or property damage caused to
others.

Peace of Mind: Provides security knowing that unexpected events—fire, theft, storms—
will not result in financial ruin.

For Lenders

Collateral Protection: Mortgage lenders require homeowners insurance to protect their
financial interest in the property.

Loan Conditions: Without proof of insurance, lenders may refuse to close on a
mortgage or may purchase “force-placed” insurance at higher cost to the borrower.

Key Considerations for Producers and Adjusters

Explaining Policy Forms: Producers must ensure clients understand the differences
between HO-1 through HO-8 and select the form that best fits their needs.

Highlighting Exclusions: Common exclusions include flood, earthquake, and
maintenance-related losses. Clients should be informed of these gaps and offered
endorsements or separate policies.

Valuation Methods: Replacement cost vs. actual cash value can significantly affect
claim settlements. Producers should explain these distinctions clearly.

Documentation: As with auto insurance, documenting disclosures and client decisions
is essential to compliance and consumer protection.

Example Scenario

A homeowner purchases an HO-3 policy, believing it covers everything. After a flood damages
the basement, the claim is denied because flood is excluded under standard homeowners
policies. The client is frustrated, claiming they were never told about the exclusion.
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Lesson: Producers must explain exclusions clearly and recommend flood insurance when
appropriate. Transparency prevents disputes and regulatory complaints.

? The Broader Impact of Homeowners Insurance

Homeowners insurance serves not only individual households but also the broader
economy:

o Stability for Families: Protects against financial devastation from disasters.

o Community Resilience: Insurance payouts help communities rebuild after
catastrophes.

e« Economic Confidence: Lenders and investors rely on insurance to secure property
values and mortgage markets.

Conclusion

Homeowners insurance is a cornerstone of property and casualty coverage, providing protection
for dwellings, personal property, liability, and additional living expenses. The ISO HO policy
forms (HO-1 through HO-8) offer tailored solutions for different types of dwellings and insured
needs, from renters to condo owners to historic homes.

For consumers, homeowners insurance provides financial security and peace of mind. For
lenders, it protects collateral and ensures loan stability. For producers and adjusters, it requires
careful explanation, documentation, and compliance.

Ultimately, homeowners insurance is more than a contractual requirement—it is a vital
safeguard for families, communities, and the financial system as a whole.

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

Section 2 — Georgia Regulatory Framework

Homeowners insurance is not only a financial product—it is a regulated contract governed by
state law. In Georgia, insurers and producers must follow specific rules when marketing,
underwriting, and servicing homeowners policies. These rules are designed to protect
consumers, ensure fair treatment, and maintain the stability of the insurance marketplace.

For producers and insurers, compliance with Georgia’s regulatory framework is not optional.
Failure to follow statutory requirements can result in fines, disciplinary action, and reputational
harm. More importantly, noncompliance can leave policyholders vulnerable at the very moment
they rely on their coverage.

This section reviews the key compliance points in Georgia’s homeowners insurance framework:
cancellation and nonrenewal rules, disclosure requirements, fair underwriting standards,
and consumer rights. It concludes with a case example that illustrates the consequences of
failing to provide proper notice of nonrenewal.
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© Cancellation and Nonrenewal Rules
Why It Matters

Homeowners insurance provides essential protection for families and lenders. Sudden
cancellation or nonrenewal can leave policyholders exposed to catastrophic loss. To prevent
unfair disruption, Georgia law limits when and how insurers may cancel or nonrenew a policy.

Cancellation Rules

o During the First 60 Days: Insurers may cancel for almost any reason, provided they
give at least 10 days’ written notice.

o After 60 Days: Cancellation is restricted to specific reasons, such as nonpayment of
premium, material misrepresentation, substantial increase in risk, or fraud.

« Notice Requirements: Insurers must provide written notice of cancellation, typically at
least 30 days in advance (10 days for nonpayment).

Nonrenewal Rules

e Advance Notice: Insurers must provide at least 30 days’ written notice before
nonrenewing a homeowners policy.

* Permissible Reasons: Nonrenewal cannot be arbitrary or discriminatory. Legitimate
reasons may include excessive claims frequency, changes in underwriting guidelines, or
withdrawal from a market segment.

o Prohibited Practices: Insurers cannot nonrenew solely because of a single weather-
related claim or because the homeowner exercised their rights under the policy.

Compliance Note

Failure to provide proper notice of cancellation or nonrenewal is one of the most common
violations cited by the Georgia Department of Insurance (DOI). Insurers must maintain
documentation proving that notices were sent within statutory timelines.

Disclosure Requirements
Why It Matters

Insurance contracts are complex, and homeowners often struggle to understand coverage
limits, deductibles, and exclusions. Georgia law requires producers to clearly explain these
terms so that consumers can make informed decisions.

Failure to disclose key information can lead to consumer complaints, DOI investigations, and
errors-and-omissions liability for producers.

Key Disclosure Obligations

e Coverage Limits: Producers must explain the dollar limits of dwelling, personal
property, liability, and additional living expense coverage.
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o Deductibles: Clients must be informed of standard and special deductibles (e.g.,
windstorm or hurricane deductibles).

e Exclusions: Common exclusions—such as flood, earthquake, and maintenance-related
losses—must be disclosed.

o Optional Coverages: Producers should explain endorsements or separate policies
available to fill coverage gaps.

Best Practices
o Use plain language, avoiding jargon.
e Provide written summaries of coverage parts and exclusions.
e Confirm client understanding by asking them to restate key points.
o Document all disclosures in the client file.
Compliance Note

The DOI expects producers to act as educators, not just salespeople. Misrepresentation or
failure to disclose exclusions is a frequent basis for disciplinary action.

Fair Underwriting Standards
Why It Matters

Underwriting is the process of evaluating risk and determining whether to issue a policy. While
insurers have discretion in underwriting, Georgia law prohibits unfair discrimination based on
certain factors.

Fair underwriting ensures that consumers are treated equitably and that insurers base decisions
on legitimate risk characteristics.

Prohibited Practices

o Unfair Discrimination: Insurers cannot base underwriting decisions on race, color,
religion, national origin, or other protected classes.

o Arbitrary Cancellations: Policies cannot be canceled or nonrenewed solely because of
a single claim resulting from natural causes.

e Redlining: Refusing to insure homes in certain neighborhoods based on socioeconomic
factors is prohibited.

Permissible Practices
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e Insurers may consider legitimate risk factors such as claims history, property condition,
construction type, and proximity to fire protection.

¢ Insurers may adjust premiums based on risk characteristics, provided the criteria are
applied consistently and fairly.

Compliance Note

The DOI monitors underwriting practices through market conduct exams. Insurers must
maintain records demonstrating that underwriting decisions are based on legitimate,
nondiscriminatory factors.

? Consumer Rights
Why It Matters

Policyholders are entitled to clear communication about their coverage. Georgia law requires
insurers to provide written notice of changes, cancellations, or nonrenewals. These rights
ensure that consumers have adequate time to respond and secure replacement coverage if
necessary.

Key Consumer Rights

o Written Notice of Cancellation or Nonrenewal: Policyholders must receive written
notice within statutory timelines.

e Notice of Policy Changes: Any material change in coverage, deductibles, or exclusions
must be communicated in writing.

+ Right to Appeal or Complain: Consumers may file complaints with the DOI if they
believe their rights have been violated.

o Access to Information: Policyholders have the right to request copies of their policy,
endorsements, and claim files.

Best Practices
e Provide notices in clear, plain language.

e Send notices by reliable methods (e.g., certified mail or electronic delivery with
confirmation).

e Retain proof of delivery in the policy file.
Compliance Note

Failure to provide proper notice is a recurring issue in DOl enforcement actions. Insurers must
treat notice requirements as a core compliance obligation.

Case Example: Failure to Provide Proper Notice of Nonrenewal

Page 127 of 188



The Situation:

A Georgia insurer decided not to renew a block of homeowners policies due to changes in
underwriting guidelines. However, the company failed to provide the required 30 days’ written
notice to affected policyholders.

The Consequences:

Many homeowners discovered their coverage had lapsed only when they attempted to file
claims or when their mortgage lenders demanded proof of insurance. Without adequate time to
secure replacement coverage, policyholders were left exposed to significant financial risk.

The Enforcement Action:

The Georgia DOI investigated and fined the insurer for failing to comply with statutory notice
requirements. The company was also required to reinstate coverage temporarily and implement
new compliance procedures.

The Lesson:

o Timely Notice Is Critical: Policyholders must have adequate time to secure
replacement coverage.

o Documentation Protects Insurers: Maintaining records of notices sent is essential to
demonstrating compliance.

e Consumer Impact Drives Enforcement: Regulators prioritize cases where
noncompliance directly harms consumers.

? The Broader Impact of Georgia’s Regulatory Framework
Georgia’s regulatory framework for homeowners insurance serves multiple purposes:

e Protecting Consumers: Ensures that homeowners are not left uninsured due to sudden
cancellations or undisclosed exclusions.

* Promoting Fairness: Prohibits discriminatory underwriting and requires transparency in
marketing.

e Maintaining Market Stability: Provides clear rules for insurers, reducing disputes and
fostering trust.

e Supporting Lenders: Ensures that mortgage lenders’ collateral is protected by
continuous insurance coverage.

For producers and insurers, compliance is both a legal obligation and a professional
responsibility. By following Georgia’s rules, industry professionals protect clients, avoid
regulatory penalties, and strengthen the credibility of the insurance system.
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Conclusion

Georgia law requires insurers and producers to follow strict rules when marketing and
servicing homeowners policies. Key compliance points include:

e Cancellation and Nonrenewal Rules: Insurers must follow statutory timelines and
permissible reasons.

« Disclosure Requirements: Producers must explain coverage limits, deductibles, and
exclusions in plain language.

o Fair Underwriting: Insurers cannot unfairly discriminate based on prohibited factors.

e Consumer Rights: Policyholders must receive written notice of changes, cancellations,
or nonrenewals.

The case of the insurer fined for failing to provide proper notice of nonrenewal illustrates the
consequences of noncompliance. Policyholders were left without adequate time to secure
replacement coverage, and the insurer faced fines and corrective action.

Ultimately, Georgia’s regulatory framework is designed to protect consumers, promote fairness,
and ensure the stability of the homeowners insurance market. For producers and insurers,
compliance is not just about following the law—it is about honoring the promise of insurance
and safeguarding the trust that underpins the industry.

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

Section 3 - Common Exclusions & Endorsements

Homeowners insurance policies are designed to provide broad protection, but they are not
unlimited. Every policy contains exclusions—specific risks or circumstances that are not
covered. These exclusions are not hidden traps; they are clearly stated in the policy language.
However, many consumers are unaware of them until a loss occurs. For this reason, producers
have a professional and ethical obligation to explain exclusions in plain language and to offer
endorsements or separate policies that can fill coverage gaps.

This section reviews the most common exclusions in homeowners insurance, introduces
endorsements that can address those gaps, and emphasizes the importance of disclosure and
documentation in compliance with Georgia law.

? Common Exclusions in Homeowners Policies

1. Flood
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Flood damage is one of the most significant exclusions in standard homeowners policies.
Losses caused by rising water, storm surge, or overflow of inland or tidal waters are not
covered.

o Separate Coverage: Flood insurance must be purchased separately, typically through
the National Flood Insurance Program (NFIP) or private flood insurers.

e Consumer Misunderstanding: Many homeowners assume that water damage from
floods is covered, leading to disputes after hurricanes or heavy rains.

e Producer Responsibility: Producers must explain that flood is excluded and offer NFIP
coverage when appropriate.

Example: A homeowner near the Chattahoochee River suffers basement flooding after heavy
rains. Their HO-3 policy denies the claim because flood is excluded. If the producer had offered
NFIP coverage, the loss could have been covered.

2. Earthquake

Earthquake damage is also excluded under standard homeowners policies. While Georgia is
not as seismically active as California, earthquakes and tremors do occur.

o Separate Coverage: Earthquake coverage can be added by endorsement or purchased
as a separate policy.

o Risk Awareness: Even small earthquakes can cause foundation cracks or structural
damage.

e Producer Responsibility: Producers should disclose the exclusion and offer
earthquake endorsements, especially in areas with known seismic activity.

3. Wear and Tear

Homeowners policies are designed to cover sudden and accidental losses, not gradual
deterioration. Damage caused by wear and tear, aging, or lack of maintenance is excluded.

o Examples: Roof leaks due to old shingles, plumbing failures from corroded pipes, or
mold from long-term neglect.

e Consumer Misunderstanding: Homeowners sometimes expect insurance to function
like a maintenance plan.

e Producer Responsibility: Producers must clarify that insurance covers unexpected
events, not routine upkeep.

4. Intentional Acts
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Losses caused intentionally by the insured or household members are excluded. Insurance is
designed to cover accidents, not deliberate damage.

o Examples: Arson committed by the homeowner, intentional vandalism, or fraudulent
claims.

e Public Policy: Covering intentional acts would create moral hazard and encourage
fraud.

¢ Producer Responsibility: Producers should explain this exclusion clearly, especially
when discussing liability coverage.

Endorsements to Fill Coverage Gaps

While exclusions limit coverage, endorsements can expand it. Endorsements are policy add-ons
that modify or extend coverage for specific risks. Producers should be familiar with common
endorsements and offer them when appropriate.

1. Flood Endorsements (When Available)

Some private insurers offer limited flood endorsements that provide coverage beyond the NFIP.
These endorsements may cover basement contents, additional living expenses, or higher limits
than NFIP policies.

o Best Practice: Always compare NFIP and private flood options.
e Producer Role: Explain the differences and document the client’s decision.
2. Ordinance or Law Coverage

Standard homeowners policies may not cover the increased cost of rebuilding to comply with
current building codes after a loss. Ordinance or law endorsements fill this gap.

o Example: Afire damages part of a home. Local codes require the entire electrical
system to be updated. Ordinance or law coverage pays for the additional cost.

o Importance: Especially critical for older homes where building codes have changed
significantly.

e Producer Role: Recommend this endorsement to clients with older properties.
3. Scheduled Personal Property

Standard policies limit coverage for high-value items such as jewelry, fine art, firearms, and
collectibles. Scheduled personal property endorsements provide higher limits and broader
protection.

e Example: Ahomeowner owns a $15,000 engagement ring. The standard policy limit for
jewelry theft is $1,500. Scheduling the ring ensures full coverage.

e Producer Role: Ask clients about valuable items and recommend scheduling when
appropriate.
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4. Home Business Endorsements

Standard homeowners policies exclude or limit coverage for business activities conducted at
home. Home business endorsements extend coverage for business property and liability.

o Example: A homeowner runs a small catering business from their kitchen. Without a
home business endorsement, equipment and liability exposures may not be covered.

¢ Producer Role: Ask clients about home-based businesses and recommend
endorsements or separate business policies.

Case Example: The Importance of Disclosure

The Situation:

A Georgia homeowner believed their standard policy covered flood damage. After a tropical
storm caused flooding, their claim was denied. The homeowner filed a complaint with the DOI,
alleging that the producer never explained the flood exclusion.

The Consequences:

The DOI investigated and found that the producer had not documented any disclosure of the
flood exclusion or offered NFIP coverage. The producer faced disciplinary action, and the
insurer was required to improve training and disclosure procedures.

The Lesson:

e Producers must disclose exclusions clearly.

o Documentation of disclosures protects both the client and the producer.

o Offering endorsements or separate policies is not optional—it is a compliance obligation.
? The Broader Impact of Exclusions and Endorsements

Exclusions and endorsements are not just technical details—they shape the real-world
protection homeowners receive.

e For Consumers: Clear disclosure prevents unpleasant surprises at claim time.

e For Producers: Offering endorsements demonstrates professionalism and reduces
liability.

o For Insurers: Proper disclosure and documentation reduce complaints and regulatory
risk.

e For the Industry: Transparency strengthens public trust in homeowners insurance.
Best Practices for Producers
To ensure compliance and protect clients, producers should:

1. Explain Exclusions Clearly: Use plain language and real-world examples.
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2. Offer Endorsements Proactively: Don’t wait for clients to ask—recommend coverage
for common gaps.

3. Document Disclosures: Record discussions and retain signed acknowledgments when
clients decline endorsements.

4. Review Coverage Regularly: Revisit exclusions and endorsements at each renewal.

5. Educate Continuously: Provide clients with written materials summarizing exclusions
and available endorsements.

Coneclusion

Homeowners policies provide broad protection, but exclusions limit coverage for certain risks
such as flood, earthquake, wear and tear, and intentional acts. Producers must disclose these
exclusions clearly and offer endorsements to fill gaps when appropriate. Common
endorsements include flood coverage, ordinance or law coverage, scheduled personal property,
and home business endorsements.

The case of the Georgia homeowner denied flood coverage illustrates the consequences of
failing to disclose exclusions. Producers who fail to explain limitations and offer endorsements
risk regulatory action, client disputes, and reputational harm.

Ultimately, exclusions and endorsements are two sides of the same coin. Exclusions define the
boundaries of coverage, while endorsements allow producers to tailor policies to client needs.
By embracing transparency, documentation, and proactive recommendations, producers can
fulfill their compliance obligations and strengthen the trust that underpins the homeowners
insurance system.

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

Section 4 — Claims Handling in Homeowners Insurance

For most families, a home is their largest financial investment. When disaster strikes—whether
from fire, wind, hail, theft, or water damage—homeowners turn to their insurance policies for
protection. The claims process is the moment when the insurer’s promise is tested. For this
reason, claims handling in homeowners insurance is one of the most heavily scrutinized areas
of regulation and consumer protection in Georgia.

The Georgia Department of Insurance (DOI) enforces strict standards under the Unfair Claims
Settlement Practices Act (UCSPA) to ensure that claims are handled fairly, promptly, and
transparently. Insurers and producers who fail to meet these standards risk fines, disciplinary
action, and reputational harm.
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This section explores best practices for claims handling in homeowners insurance, focusing on
prompt acknowledgment and investigation, accurate valuation of losses, clear
explanations of coverage decisions, and avoiding unfair practices. It concludes with a
Georgia-specific scenario that highlights the importance of disclosure and documentation.

? Prompt Acknowledgment and Investigation
Why It Matters

When a homeowner files a claim, they are often under stress and uncertainty. Prompt
acknowledgment reassures them that their claim is being taken seriously. Delays at this stage
create frustration and may violate statutory timelines.

Best Practices

o Acknowledge Within 24-48 Hours: Confirm receipt of the claim quickly, even if the
investigation has not yet begun.

e Assign an Adjuster Promptly: Provide the claimant with the adjuster's name and
contact information.

o Begin Investigation Imnmediately: Schedule inspections, request documentation, and
gather facts without unnecessary delay.

Compliance Note

Georgia regulators frequently cite insurers for failing to acknowledge claims or begin
investigations promptly. Producers should monitor claims to ensure clients are not left waiting.

? Accurate Valuation of Losses
Why It Matters

Accurate valuation is central to fair claims handling. Homeowners expect to be compensated
based on the true cost of repairing or replacing damaged property. Undervaluation erodes trust
and may be considered an unfair practice under Georgia law.

Best Practices

e Use Reliable Estimating Tools: Base valuations on recognized industry software and
local market data.

o Consider Replacement Cost vs. Actual Cash Value: Explain to clients how
depreciation affects settlements.

e« Document the Valuation Process: Provide claimants with written explanations of how
values were determined.

o Allow for Dispute Resolution: Offer a process for claimants to challenge valuations
with additional evidence.
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Example

A hailstorm damages a roof. The insurer uses local contractor estimates and industry software
to calculate replacement cost. The adjuster provides the homeowner with a written breakdown
of the valuation, reducing the likelihood of disputes.

? Clear Explanations of Coverage Decisions
Why It Matters

When claims are denied or partially paid, policyholders deserve clear, written explanations.
Vague or verbal-only denials create confusion and frustration, and they violate Georgia’s
UCSPA, which requires insurers to provide accurate explanations referencing specific policy
provisions.

Best Practices
o Provide Written Denial Letters: Always issue denials in writing.

o Cite Policy Provisions: Reference the exact section of the policy that supports the
decision.

o Explain Reasoning Clearly: Go beyond citing provisions—explain how the facts apply
to the policy terms.

o Offer Next Steps: Inform claimants of their right to appeal, submit additional
documentation, or seek further review.

Example

A theft claim is denied because the stolen items were business property, excluded under the
homeowners policy. The insurer issues a letter citing the exclusion, explaining the reasoning,
and outlining the claimant’s options. Transparency reduces frustration and demonstrates
fairness.

2 Avoiding Unfair Practices
Why It Matters

The UCSPA prohibits unfair claims practices such as lowballing settlements, delaying
payments, or compelling litigation by offering substantially less than what is owed. These
practices harm consumers, damage reputations, and invite regulatory penalties.

Best Practices

e Avoid Lowball Offers: Base settlements on documented evidence, not arbitrary
reductions.

Page 135 of 188



o Do Not Delay Payments: Once liability is established, issue payments promptly.

e Actin Good Faith: When coverage applies, attempt prompt and equitable settlements.

e Monitor for Patterns: Conduct internal audits to identify and correct systemic issues.
Compliance Note

The Georgia DOI views unfair practices as systemic violations. Insurers must demonstrate that
claims are handled consistently and fairly across all policyholders.

Scenario: Misrepresentation of Flood Exclusion

The Situation:

A Georgia homeowner files a claim for water damage after heavy rains. The insurer denies
coverage, citing the flood exclusion in the homeowners policy. However, the producer had
never explained the exclusion or offered NFIP flood coverage.

The Consequences:

The homeowner files a complaint with the DOI, alleging misrepresentation. The investigation
reveals that the producer failed to disclose the exclusion and did not document any discussion
of flood coverage.

The Enforcement Action:

The DOl cites the producer for misrepresentation and failure to disclose exclusions. The insurer
is required to improve training and disclosure procedures, and the producer faces disciplinary
action.

The Lesson:
e Producers must disclose exclusions clearly and document the discussion.
o Failure to explain exclusions can result in regulatory penalties and forced coverage.

e Transparency and documentation protect both clients and producers.

? The Broader Impact of Claims Compliance

Claims handling practices affect more than individual policyholders—they shape public trust in
the insurance system.

e For Consumers: Fair, prompt, and transparent claims handling provides financial
security and peace of mind.

e For Producers: Proper disclosure and documentation reduce complaints and liability.

e For Insurers: Compliance minimizes regulatory risk and strengthens reputation.
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e For the Industry: Ethical claims handling reinforces public confidence in homeowners
insurance as a reliable safety net.

Coneclusion

Claims handling in homeowners insurance is the ultimate test of the insurer’s promise. Georgia
law requires insurers and producers to handle claims promptly, value losses accurately, explain
decisions clearly, and avoid unfair practices.

The scenario of the denied water damage claim illustrates the consequences of failing to
disclose exclusions. Producers who fail to explain limitations risk regulatory penalties, client
disputes, and reputational harm.

By adopting best practices—prompt acknowledgment, accurate valuation, transparent
explanations, and fair settlements—insurers and producers can comply with Georgia law,
protect consumers, and strengthen the trust that sustains the insurance industry.

Section 5 — Case Studies of Enforcement

Regulatory enforcement actions provide some of the clearest lessons for insurers and
producers. While statutes and policy language establish the rules, it is real-world cases that
demonstrate the consequences of failing to follow them. The Georgia Department of Insurance
(DOI) regularly investigates complaints, conducts market conduct exams, and imposes
penalties when insurers or producers fall short of their obligations.

The following three case studies highlight common compliance failures in the homeowners
insurance market: misrepresentation of mold coverage, failure to provide proper
cancellation notice, and inadequate disclosure of high deductibles on coastal property
policies. Each case underscores the importance of accuracy, transparency, and documentation
in protecting both consumers and the industry.

Case 1: Misrepresentation of Mold Coverage

The Situation:

A Georgia producer sold a homeowners policy to a client who expressed concern about mold
damage. The producer assured the client that mold was covered under the policy. In reality, the
standard HO-3 form excluded mold damage except in very limited circumstances, such as when
mold resulted directly from a covered peril like sudden water discharge.

The Loss:

Months later, the homeowner discovered extensive mold growth caused by long-term humidity
and poor ventilation. The claim was denied because the loss did not result from a covered peril.
The homeowner filed a complaint with the DOI, alleging that the producer had misrepresented

the scope of coverage.

The Enforcement Action:
The DOl investigated and found that the producer had indeed misrepresented coverage. The
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agency imposed fines and required the producer to undergo remedial training on disclosure
obligations.

The Lesson:
e Producers must never overstate or misrepresent coverage.
e Mold, like flood and earthquake, is a common exclusion that must be explained clearly.
o Documentation of disclosures protects both the client and the producer.

This case illustrates how even well-intentioned but inaccurate statements can lead to regulatory
penalties and reputational harm.

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

? Case 2: Failure to Provide Proper Cancellation Notice

The Situation:

An insurer decided to cancel a block of homeowners policies due to changes in underwriting
guidelines. However, the company failed to provide the required 30 days’ written notice of
cancellation. Some policyholders only discovered their coverage had lapsed when they
attempted to file claims or when their mortgage lenders demanded proof of insurance.

The Consequences:

Homeowners were left uninsured without adequate time to secure replacement coverage. Some
incurred out-of-pocket expenses for losses that occurred during the gap in coverage. Mortgage
lenders, seeking to protect their collateral, force-placed expensive insurance policies on affected
borrowers.

The Enforcement Action:

The DOI investigated and determined that the insurer had violated Georgia’s statutory notice
requirements. Regulators imposed fines and required the insurer to provide restitution to
affected policyholders, including reimbursement for force-placed insurance costs. The company
was also ordered to implement new compliance procedures to ensure timely notice in the future.

The Lesson:
e Cancellation and nonrenewal rules are not optional—they are statutory requirements.
e Written notice must be provided within the required timelines.
o Failure to provide notice directly harms consumers and invites regulatory scrutiny.

This case demonstrates that administrative oversights can have severe consequences for both
consumers and insurers.
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Case 3: Inadequate Disclosure of High Deductibles on Coastal Property

The Situation:

A producer sold a homeowners policy for a coastal property in Georgia. The policy included a
high windstorm deductible, significantly higher than the standard deductible for other perils. The
producer failed to disclose this clearly, and the client assumed that the same deductible applied
across all types of losses.

The Loss:

When a hurricane caused wind damage to the property, the homeowner was shocked to learn
that the deductible was several times higher than expected. The claim payment was reduced
substantially, leaving the homeowner with significant out-of-pocket costs. The client filed a
complaint with the DOI, alleging inadequate disclosure.

The Enforcement Action:

The DOI cited the agency for inadequate disclosure and imposed corrective measures. The
agency was required to revise its sales practices, provide clearer written explanations of
deductibles, and retrain staff on disclosure obligations.

The Lesson:

o Deductibles, especially special deductibles for windstorm or hurricane losses, must be
disclosed clearly.

e Producers should provide written summaries of deductibles and confirm client
understanding.

o Failure to disclose deductibles is treated as misrepresentation or inadequate disclosure
under Georgia law.

This case highlights the importance of transparency in explaining policy terms that significantly
affect claim outcomes.

? Common Themes Across Enforcement Cases
Although the details differ, these enforcement cases share important themes:

o Consumer Harm: Misrepresentation, inadequate disclosure, or failure to provide notice
directly harms policyholders.

e Regulatory Oversight: The DOI actively investigates complaints and imposes penalties
for noncompliance.

« Documentation Matters: Accurate records of disclosures, notices, and client decisions
protect insurers and producers.

o Trust at Stake: Compliance failures erode public confidence in insurance, while best
practices strengthen it.

Best Practices for Avoiding Enforcement Actions
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To avoid similar enforcement actions, insurers and producers should:

1. Explain Coverage Clearly: Use plain language to describe exclusions like mold, flood,
and earthquake.

2. Disclose Deductibles Transparently: Highlight special deductibles for windstorm or
hurricane risks.

3. Provide Timely Notices: Ensure cancellation and nonrenewal notices comply with
statutory timelines.

4. Document Everything: Record disclosures, client decisions, and proof of notice
delivery.

5. Train Staff Regularly: Provide ongoing training on compliance requirements and ethical
practices.

Coneclusion

Enforcement actions in Georgia highlight the real-world consequences of compliance failures.
The producer who misrepresented mold coverage, the insurer that failed to provide proper
cancellation notice, and the producer who failed to disclose high deductibles on a coastal
property policy all faced regulatory penalties.

The lessons are clear: accuracy, transparency, and documentation are non-negotiable.
Producers and insurers must explain coverage honestly, disclose deductibles and exclusions,
provide timely notices, and maintain thorough records.

By adopting best practices and prioritizing compliance, industry professionals can protect
consumers, avoid regulatory penalties, and strengthen the trust that sustains Georgia’s
homeowners insurance system.

Section 6 — Best Practices for Producers

Producers are the front line of communication between insurers and policyholders. Their role
extends beyond selling policies—they are educators, compliance stewards, and trusted
advisors. In Georgia, where regulatory oversight is strict and consumer expectations are high,
producers must adopt best practices that ensure clarity, transparency, and accountability.

This section outlines five essential best practices for producers: explaining exclusions and
limitations in plain language, providing written summaries of coverage and
endorsements, documenting all client communications, verifying compliance with
cancellation and nonrenewal rules, and encouraging clients to review policies annually.

Explain Exclusions and Limitations in Plain Language

Homeowners policies contain exclusions that can significantly affect coverage, such as flood,
earthquake, wear and tear, or intentional acts. Producers must explain these exclusions clearly,
avoiding jargon or vague terms like “full coverage.”
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e Use real-world examples (e.g., “If a river overflows and floods your basement, that’s not
covered under this policy”).

e Highlight common misunderstandings, such as the difference between water damage
and flood.

e Confirm client understanding by asking them to restate exclusions in their own words.
Clear explanations prevent disputes and protect producers from misrepresentation claims.
? Provide Written Summaries of Coverage and Endorsements

Verbal explanations are important, but written documentation reinforces understanding.
Providing clients with written summaries of coverage parts, exclusions, and available
endorsements ensures they have a reference point after the sales conversation.

e Summaries should be concise, accurate, and written in plain language.

o Highlight optional endorsements such as ordinance or law coverage, scheduled personal
property, or home business endorsements.

e Encourage clients to keep summaries with their policy documents for easy reference.

Written materials demonstrate professionalism and reduce the risk of misunderstandings.

Document All Client Communications

Documentation is the backbone of compliance. Every conversation, disclosure, and client
decision should be recorded.

o Keep notes of phone calls, emails, and in-person meetings.
¢ Retain signed acknowledgments when clients decline recommended coverages.

o Store documentation in a secure, organized system for easy retrieval during audits or
disputes.

Thorough documentation protects both the client and the producer, providing evidence of
compliance and transparency.

? Verify Compliance with Cancellation and Nonrenewal Rules

Georgia law imposes strict requirements on cancellation and nonrenewal of homeowners
policies. Producers must ensure that insurers provide proper notice and that clients understand
their rights.

« Verify that cancellation and nonrenewal notices are issued within statutory timelines.

e Educate clients about their rights to receive written notice of changes or nonrenewals.
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e Assist clients in securing replacement coverage promptly if a policy is canceled or
nonrenewed.

By monitoring compliance, producers protect clients from unexpected coverage gaps and help
insurers avoid regulatory penalties.

Encourage Clients to Review Policies Annually

Homeowners’ needs change over time. Renovations, new valuables, or lifestyle changes can
create coverage gaps if policies are not updated. Producers should encourage clients to review
their policies annually.

e Schedule annual policy review meetings or calls.
o Reassess coverage limits, deductibles, and endorsements.
e Discuss new risks, such as home-based businesses or high-value personal property.

Annual reviews strengthen client relationships and ensure coverage remains adequate and
compliant.

Conclusion

Best practices for producers are not optional—they are essential to compliance,
professionalism, and client trust. By explaining exclusions in plain language, providing written
summaries, documenting communications, verifying compliance with cancellation and
nonrenewal rules, and encouraging annual policy reviews, producers fulfill both their legal
obligations and their ethical responsibilities.

Ultimately, these practices protect consumers, reduce regulatory risk, and strengthen the
reputation of Georgia’s homeowners insurance industry. Producers who embrace them
demonstrate integrity, accountability, and a commitment to the promise of insurance.

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

Section 7 — Ethical Dimensions

Ethical practice in homeowners insurance goes beyond meeting Georgia’s statutory
requirements. It is about ensuring that clients truly understand what their policy covers—and
what it does not. Compliance provides the framework, but ethics provides the spirit. Producers
must act as educators and advocates, prioritizing clarity and fairness over sales volume or
premium reductions.
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One of the most common ethical pitfalls is allowing clients to assume that a homeowners policy
provides “all risk” coverage. While forms such as the HO-3 or HO-5 offer broad protection,
every policy contains exclusions. Flood, earthquake, wear and tear, and intentional acts are
among the most significant. Producers who fail to disclose these exclusions—or worse, who
exploit client assumptions—risk not only regulatory penalties but also the erosion of trust that
sustains long-term client relationships.

Ethical producers go further than the minimum disclosure requirements. They explain
exclusions in plain language, provide written summaries, and encourage clients to ask
questions. They also highlight endorsements that can fill coverage gaps, ensuring clients make
informed decisions.

Ultimately, ethical homeowners insurance practice means honoring the promise of protection.
By prioritizing transparency and client understanding, producers strengthen both consumer
confidence and the integrity of the insurance profession.

? Module 11 — Market Conduct & Consumer Protection
2 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 |dentify 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.
e 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.

Defining Market Conduct
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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.

e« 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.

The Role of the Georgia Department of Insurance
The Georgia DOI enforces market conduct standards through:
o Examinations: Periodic reviews of insurer practices.
¢ Investigations: Inquiries into consumer complaints or suspected violations.
o Bulletins and Guidance: Clarifications of regulatory expectations.
« 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.
o Disclosure: Explaining coverage, exclusions, and limitations in plain language.
o No Misrepresentation: Avoiding false or misleading statements to secure sales.
o« Documentation: Retaining records of discussions and client decisions.

Example
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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 DOl 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.

o 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.

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.

? Complaint Resolution
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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

¢ 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.

Producer Conduct
Why It Matters

Producers are licensed professionals with fiduciary responsibilities. Their conduct directly
impacts consumer trust and regulatory compliance.

Regulatory Focus

o Licensing: Producers must maintain active licenses and meet continuing education
requirements.

o Ethics: Producers must prioritize client needs over commissions.
o Disclosure: Producers must explain exclusions, limitations, and optional coverages.

« 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 DOl 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
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e For Consumers: Confidence that they will be treated fairly.

e ForInsurers: 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

e 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.

Best Practices for Producers
To align with Georgia’s market conduct expectations, producers should:
1. Conduct Suitability Assessments: Match products to client needs.
2. Explain Exclusions Clearly: Use plain language and written summaries.
3. Document Everything: Retain records of disclosures and client decisions.
4. Avoid Misrepresentation: Be transparent in sales and advertising.
5. Respond Promptly: Address client concerns and complaints quickly.
Conelusion

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
CLICKHERE 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
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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.

The Unfair Trade Practices Act (O.C.G.A. § 33-6-4)
Purpose

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.

o 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.

o 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.
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© 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.

o Unreasonable Delays: Insurers cannot delay investigations or payments without cause.

o Inadequate Explanations: Denials must be explained clearly and in writing.

o Failure to Pay Settlements: Once liability is established, insurers must pay promptly.
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.

e 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
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The DOI reviews advertising practices and may require corrective action if materials are
misleading. Producers should submit questionable materials for compliance review before use.

? 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

e Rebating: Returning part of the premium or offering any valuable consideration not
specified in the policy.

o 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.
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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.”

e 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
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 ForlInsurers: Promotes a level playing field and protects the industry’s reputation.

o 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.

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.
Conelusion

Georgia law prohibits unfair trade practices in insurance to protect consumers and maintain trust
in the marketplace. Key statutes include:
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e The Unfair Trade Practices Act (0.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.

o Advertising Rules: Require accuracy and prohibit misleading terms like “full coverage.”
¢ 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.

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.

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 (0.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
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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

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.

o 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
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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

o Failing to disclose that business interruption coverage under a property policy requires
physical damage to trigger.

« Omitting the fact that cyber liability is excluded under a CGL policy.

¢ Not explaining coinsurance penalties in commercial property policies.

Georgia Enforcement Example

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.

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.

e Denying coverage to applicants based on race, religion, or other protected
characteristics.

Georgia Enforcement Example
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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.

Improper Use of Certificates of Insurance
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 DOI 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.

o 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 COIl. 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
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Prohibited practices harm more than individual clients—they undermine the credibility of the
entire insurance industry.

For Consumers: Misrepresentation, twisting, and nondisclosure erode trust and leave
clients financially vulnerable.

For Producers: Violations result in fines, license suspension, and reputational damage.
For Insurers: Improper practices distort competition and invite regulatory scrutiny.

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.

Best Practices for Producers

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.

Conelusion

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
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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.

? 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
Examinations may cover:

o Sales Practices: Whether products are marketed and sold fairly.

e Advertising: Whether materials are accurate and not misleading.

e 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: Areport 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.

? 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
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e Filing: Consumers submit complaints online, by mail, or by phone.
e 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
CLICKHERE TO TEST YOUR UNDERSTANDING OF THE PREVIOUS TOPICS

Administrative Hearings
Purpose

When violations are serious or disputed, the DOl 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
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Purpose

Disciplinary actions are the DOI’s ultimate enforcement tool. They are used to penalize
violations and deter future misconduct.

Types of Disciplinary Actions

Fines: Monetary penalties for violations of statutes or regulations.

License Suspension: Temporary removal of a producer’s or insurer’s authority to
operate.

License Revocation: Permanent removal of authority to operate in Georgia.

Corrective Orders: Requirements to change practices, implement training, or provide
restitution.

Example: 2021 Rebating Violations

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.

Best Practices for Producers

To avoid enforcement actions, producers should:
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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.
Conelusion

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
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.

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.
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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.
? 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.

e Lack of written explanations for claim denials.

e Inadequate systems for logging and resolving consumer complaints.
As aresult:

« 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.
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The Lesson:
e Insurers must respond promptly to consumer complaints and DOI inquiries.
o Failure to address complaints can escalate into a full market conduct exam.
e Strong complaint resolution systems are essential for compliance and consumer trust.
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 COIl. The discrepancy led to disputes, financial losses,
and a complaint to the DOI.

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:

o 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.

e DOI Enforcement Is Active: The Georgia DOI investigates complaints, conducts
exams, and imposes penalties to protect consumers.
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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.
Conelusion

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
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 DOl enforcement.

o Best Practice: Use plain language and avoid vague terms like “full coverage” or
“guaranteed protection.”

e Georgia Note: Under the Unfair Trade Practices Act (O.C.G.A. § 33-6-4), false or
misleading advertising is prohibited.
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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.

Avoid Unnecessary Replacements

Replacing policies without clear benefit to the client—known as twisting or churning—is
prohibited and undermines consumer trust.

o Best Practice: Recommend replacements only when they provide demonstrable
advantages, such as lower premiums, broader coverage, or improved terms.

e Georgia Note: The DOI disciplines producers who replace policies unnecessarily to
generate commissions.

e Practical Tip: Document the rationale for any replacement, including a side-by-side
comparison of old and new policies.

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.

o Georgia Note: The DOI has suspended licenses for producers who issued misleading
COls.

o Practical Tip: Retain copies of all COls issued and cross-check them against the actual
policy before release.

? 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.
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« 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.

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.

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.
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[1Module 12 — Capstone & Review

-alg@arning Objectives

By the end of this module, learners will be able to:

Integrate knowledge from all prior modules into a cohesive compliance framework.
Apply Georgia P&C regulatory requirements to real-world scenarios.

Demonstrate mastery of ethics, claims handling, consumer protection, and product
fundamentals.

Prepare for the final exam through scenario-based review exercises.

Section 1 — Course Recap

This course has explored the essential dimensions of Georgia’s insurance regulatory
environment, professional ethics, claims handling, and the evolving landscape of personal,
commercial, and emerging risks. It has also emphasized the importance of market conduct and
consumer protection. Together, these themes form the foundation of professional practice for
producers and insurers in Georgia.

This recap reviews the major topics covered: regulatory framework, ethics, claims handling,
personal lines, catastrophe risk, commercial lines, emerging risks, and market conduct.

Regulatory Framework

The Georgia Department of Insurance (DOI) serves as the primary regulator of the state’s
insurance marketplace. Its authority extends to licensing producers, approving policy forms,
monitoring solvency, and enforcing market conduct standards.

Licensing and CE Requirements: Producers must complete pre-licensing education,
pass state exams, and maintain continuing education (CE) credits to keep their licenses
active. Georgia requires producers to complete CE hours every two years, including
ethics training.

License Renewal: Renewal requires timely CE completion, fee payment, and
compliance with DOI rules. Failure to renew can result in suspension or revocation.

DOI Authority: The DOI enforces statutes, investigates complaints, and conducts
market conduct examinations to ensure fairness and solvency.

The regulatory framework ensures that producers remain qualified, insurers remain solvent, and
consumers are protected.

Ethics
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Ethics is the cornerstone of professional practice. Beyond compliance, producers have a
fiduciary duty to act in the best interests of their clients.

e Fiduciary Duty: Producers must place client needs above personal gain, ensuring
recommendations are suitable and transparent.

o Conflicts of Interest: Producers must disclose potential conflicts, such as
compensation structures that could influence recommendations.

e Scenario-Based Dilemmas: Ethical challenges often arise in gray areas—such as
whether to replace a policy, how to disclose exclusions, or how to handle client
misunderstandings.

The guiding principle is simple: treat clients as you would want your own family treated. Ethical
practice builds trust, reduces complaints, and strengthens the credibility of Georgia’s insurance
marketplace.

Claims Handling

Claims handling is the ultimate test of the insurance promise. Georgia enforces standards
through the Unfair Claims Settlement Practices Act (UCSPA, O.C.G.A. § 33-6-34).

o Compliance: Insurers must acknowledge claims promptly, investigate fairly, and pay
covered losses without unreasonable delay.

o Best Practices: Producers should advise clients to document losses thoroughly,
maintain communication with adjusters, and understand policy conditions.

e Timeliness: Delays in claims handling are a common source of DOI complaints.

o Documentation: Written explanations for denials and clear communication are
essential.

For producers, supporting clients during the claims process is part of their professional duty and
a key component of ethical market conduct.

Personal Lines

Personal lines insurance—auto and homeowners—represents the most common consumer
interaction with insurance. Compliance and transparency are critical.

e Auto Insurance: Georgia law requires minimum liability limits. Producers must explain
optional coverages such as uninsured motorist and medical payments.

e Homeowners Insurance: Standard policies exclude flood and earthquake, requiring
separate coverage. Endorsements can expand coverage for valuables, water backup, or
identity theft.

o Exclusions and Endorsements: Producers must explain exclusions clearly and
document client decisions regarding optional endorsements.
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Personal lines are often where misrepresentation or misunderstanding occurs, making producer
education and disclosure essential.

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

Catastrophe Risk
Georgia faces significant catastrophe exposures, including hurricanes, tornadoes, and floods.

e Hurricanes: Coastal counties are vulnerable to wind and storm surge. Insurers may
impose separate hurricane deductibles.

e Tornadoes: Inland areas face tornado risk, particularly in spring and summer.

e Floods: Flooding is excluded from standard homeowners policies, requiring NFIP or
private flood coverage.

Producers must educate clients about these risks, explain exclusions, and recommend
appropriate coverage. Failure to do so can result in uncovered losses and DOI complaints.

Commercial Lines
Commercial insurance protects businesses from property, liability, and employee-related risks.

o Businessowners Policies (BOPs): Provide bundled coverage for small businesses,
including property, liability, and business interruption.

o« Commercial General Liability (CGL): Covers premises liability, products liability, and
completed operations.

o Workers’ Compensation: Required for employers with three or more employees,
providing statutory benefits for workplace injuries.

e Underwriting: Insurers evaluate industry, size, data sensitivity, and claims history.
Producers must disclose risks fully to avoid misrepresentation.

Commercial lines require producers to balance compliance with practical advice, ensuring
businesses are adequately protected.

Emerging Risks
Cyber liability has emerged as one of the most significant risks of the digital age.

e Cyber Liability Coverage: Provides first-party coverage (forensics, notification, credit
monitoring, business interruption) and third-party coverage (liability to customers,
vendors, regulators).

o Data Breach Laws: Georgia’s Personal Identity Protection Act requires businesses to
notify consumers of breaches. Federal laws such as HIPAA and GLBA may also apply.

Page 168 of 188


https://wayground.com/join?gc=16359338

e Producer Role: Producers must explain that standard P&C policies exclude cyber risks,
making standalone or endorsement coverage essential.

Emerging risks highlight the need for producers to stay informed and adapt to evolving
exposures.

Market Conduct
Market conduct regulation ensures that insurers and producers treat consumers fairly.

o Consumer Protection: Georgia law prohibits unfair trade practices, including
misrepresentation, false advertising, and unfair discrimination.

o Prohibited Practices: Twisting, churning, failure to disclose, and misuse of certificates
of insurance are common violations.

o DOI Enforcement: The DOI enforces compliance through market conduct exams,
complaint investigations, administrative hearings, and disciplinary actions.

Market conduct is about more than compliance—it is about maintaining consumer trust and the
integrity of the insurance marketplace.

? Integrating the Themes

The themes of this course are interconnected:
e Regulation establishes the framework.
o Ethics guides professional behavior.
o Claims Handling demonstrates the insurance promise in action.
e Personal and Commercial Lines provide the foundation of coverage.
o Catastrophe and Emerging Risks highlight the need for adaptation.
e Market Conduct ensures fairness and consumer protection.

Together, they form a comprehensive picture of professional practice in Georgia’s insurance
industry.

Conclusion

This course has reviewed the essential elements of Georgia insurance practice: the regulatory
framework, ethical responsibilities, claims handling standards, personal and commercial lines,
catastrophe exposures, emerging risks, and market conduct.

For producers, the lessons are clear:
o Stay informed about Georgia’s laws and DOI regulations.

e Prioritize ethics and transparency in every client interaction.
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e Support clients through the claims process with timeliness and documentation.
e Explain exclusions and endorsements clearly in personal and commercial lines.
o Educate clients about catastrophe and emerging risks.

o Avoid prohibited practices and embrace best practices for market conduct.

By mastering these themes, producers not only comply with Georgia law but also uphold the
integrity of the insurance profession. Ultimately, the goal is to protect consumers, strengthen
trust, and ensure that the insurance marketplace serves the needs of Georgia’s families,
businesses, and communities.

Section 2 — Integrated Case Study

Case studies are one of the most effective ways to integrate knowledge across multiple areas of
insurance practice. They allow learners to apply regulatory principles, ethical standards, and
technical coverage knowledge to real-world scenarios. This integrated case study presents a
comprehensive situation involving both personal and commercial lines, catastrophe risk,
emerging cyber exposures, and market conduct obligations.

The exercise challenges learners to identify compliance failures, ethical lapses, and best
practices that should have been followed. By working through the scenario, learners will see
how seemingly small oversights can compound into major financial and reputational
consequences for both clients and producers.

Scenario Overview

A Georgia producer manages a portfolio of both personal and commercial clients. One of these
clients is a small business owner who also owns a home. The producer has placed multiple
policies for this client:

e Homeowners Policy: Standard HO-3 form, but with the standard exclusion for flood
damage. No separate flood policy was purchased.

o Commercial Auto Policy: Covers a small fleet of delivery vans, but the client failed to
disclose several drivers with poor driving records. The producer did not verify or press
for full disclosure.

o Businessowners Policy (BOP): Provides property and liability coverage for the
business, but the producer did not include business interruption coverage.

Page 170 of 188



o Cyber Liability Coverage: None. Despite handling sensitive customer data, the
producer did not recommend or explain cyber liability options.

A hurricane strikes coastal Georgia, causing widespread damage. The client’s home is
flooded, the business property is damaged, operations are interrupted for months, and hackers
exploit the chaos to breach customer data.

The client turns to the producer for help, only to discover that several losses are not covered or
are subject to disputes. The DOI receives a complaint, triggering an investigation.

Homeowners Policy with Flood Exclusions
What Happened

The hurricane caused storm surge and flooding that damaged the client’s home. The
homeowners policy excluded flood damage, leaving the client without coverage for the loss.

Compliance Failures

o Failure to Disclose Exclusions: The producer did not adequately explain that standard
homeowners policies exclude flood.

o Failure to Offer NFIP or Private Flood Coverage: Georgia producers are expected to
inform clients in flood-prone areas about the availability of flood insurance.

Ethical Lapses

e Using vague terms like “comprehensive coverage” without clarifying exclusions misled
the client.

e The producer prioritized closing the sale over ensuring the client understood the risk.
Best Practices

o Always disclose exclusions in plain language.

e Document that flood coverage was offered and whether the client accepted or declined.

e Use real-world examples (e.g., “If a hurricane causes storm surge, this policy will not
respond unless you purchase flood coverage”).

Commercial Auto Policy with Undisclosed Drivers
What Happened

The business’s delivery vans were damaged in the hurricane, and one was involved in an
accident during evacuation. The insurer discovered that several drivers with poor records had
not been disclosed on the application.

Compliance Failures

o Material Misrepresentation: The application omitted drivers, which is a material fact in
underwriting.
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e Producer Oversight: The producer failed to verify the completeness of the driver list.
Ethical Lapses

e Allowing the client to omit drivers to secure lower premiums compromised integrity.

e The producer failed to act as a fiduciary, prioritizing accuracy over convenience.

Best Practices

e Require clients to provide full driver rosters and verify through motor vehicle records
(MVRs).

o Document disclosures and explain that omitting drivers can void coverage.

o Educate clients that honesty in applications protects them from denied claims.

BOP Missing Business Interruption Coverage
What Happened

The hurricane damaged the business property, forcing closure for three months. The BOP
covered property damage but did not include business interruption coverage. The client lost
significant income during downtime.

Compliance Failures

o Failure to Offer Optional Coverage: The producer did not recommend or explain
business interruption coverage, a standard BOP option.

¢ Failure to Document Client Decision: There was no record of whether the client
declined the coverage.

Ethical Lapses

e The producer assumed the client would not want to pay for additional coverage, rather
than presenting the option transparently.

e The producer prioritized affordability over adequacy of coverage without client input.

Best Practices
e Always explain optional coverages like business interruption.
e Document whether the client accepts or declines.

e Use scenarios to illustrate the importance of coverage (e.g., “If a hurricane shuts down
your business for months, this coverage replaces lost income”).
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No Cyber Liability Coverage
What Happened

During the hurricane recovery, hackers exploited the business’s weakened systems to breach
customer data. Sensitive information was stolen, triggering notification obligations under
Georgia’s Personal Identity Protection Act and potential liability under federal laws. The
business had no cyber liability coverage.

Compliance Failures

o Failure to Address Emerging Risks: The producer did not recommend cyber liability
coverage despite the client handling sensitive data.

o Failure to Disclose Exclusions: The producer did not explain that standard BOP and
CGL policies exclude cyber risks.

Ethical Lapses

e Assuming a small business “didn’t need” cyber coverage ignored the reality of modern
exposures.

e The producer failed to prioritize client understanding over sales quotas.
Best Practices

o Offer cyber liability coverage to all commercial clients, regardless of size.

o Explain that standard policies exclude cyber risks.

e Highlight the value-added services (IT forensics, PR support, legal counsel) included in
many cyber policies.

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

Compliance Failures Across the Scenario
The case reveals multiple compliance failures:
e Misrepresentation and failure to disclose exclusions (homeowners, BOP, cyber).
e Material misrepresentation in underwriting (commercial auto).
o Failure to offer optional coverages (business interruption, cyber).
e Failure to document client decisions.

Each of these failures violates Georgia’s consumer protection framework and exposes the
producer to DOI enforcement.

Ethical Lapses Across the Scenario
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Ethical lapses compounded the compliance failures:
e Using vague or misleading terms like “comprehensive coverage.”
o Allowing omissions in applications to secure lower premiums.
* Assuming clients would not want optional coverages without presenting them.
e Prioritizing sales and convenience over transparency and client advocacy.
These lapses undermine the fiduciary duty producers owe to clients and erode consumer trust.
© Best Practices That Should Have Been Followed
To prevent these failures, the producer should have:
1. Explained Exclusions Clearly: Especially for flood and cyber risks.

2. Offered Optional Coverages: Business interruption and cyber liability should have
been presented as standard recommendations.

3. Verified Applications: Ensured all drivers were disclosed on the commercial auto
policy.

4. Documented Decisions: Retained signed forms or written acknowledgments of
coverage offers and rejections.

5. Educated Clients: Used real-world scenarios to illustrate the importance of coverage.

6. Prioritized Ethics: Placed client needs above sales quotas or assumptions.

Exercise for Learners
Instructions: Review the scenario and answer the following questions.

1. ldentify Compliance Failures: Which Georgia statutes or DOI rules were violated in
each policy placement?

2. Spot Ethical Lapses: How did the producer’s actions fall short of fiduciary duty and
professional ethics?

3. Recommend Best Practices: What steps should the producer have taken to ensure
compliance and protect the client?

4. Apply to Your Practice: How would you handle a similar client situation in your own
work?

Learners should provide written responses, citing specific statutes (e.g., O.C.G.A. § 33-6-4 for
misrepresentation, O.C.G.A. § 33-6-34 for claims handling) and ethical principles.

Conelusion
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This integrated case study demonstrates how multiple small oversights can combine into
catastrophic consequences. A Georgia producer failed to disclose exclusions, verify
applications, offer optional coverages, and recommend emerging risk protections. When a
hurricane struck, the client faced uncovered flood losses, denied auto claims, lost income
without business interruption coverage, and liability from a cyber breach.

The lessons are clear: compliance, ethics, and best practices are inseparable. Producers
must disclose exclusions, offer optional coverages, verify applications, document decisions, and
educate clients. By doing so, they protect consumers, uphold Georgia law, and strengthen the
credibility of the insurance profession.

Section 3 — Ethics in Action

Ethics in insurance is not an abstract concept—it is lived out in the daily decisions producers,
adjusters, and insurers make. While statutes and DOI regulations establish minimum standards,
ethical practice requires professionals to go further, asking not only “Is this legal?” but also “Is
this right?”

This section revisits ethics by presenting three dilemmas:
1. Aproducer pressured to replace a policy unnecessarily.
2. An adjuster asked to undervalue a claim.
3. Aclient requesting to omit a driver from an auto application.

For each dilemma, learners will apply three ethical frameworks—duty-based ethics, utilitarian
ethics, and virtue ethics—to explore how decisions should be made in practice.

Dilemma 1: A Producer Pressured to Replace a Policy Unnecessarily
The Situation

A Georgia producer is pressured by a manager to replace an existing life insurance policy with a
new one. The client’s current policy is suitable and meets their needs. The replacement would
generate new commissions but would subject the client to surrender charges and higher
premiums.

Duty-Based Ethics
Duty-based ethics (deontology) emphasizes adherence to rules and obligations.
e The producer has a fiduciary duty to act in the client’s best interest.

o Georgia law prohibits twisting—inducing a replacement through misrepresentation or
without benefit to the client.

e From a duty-based perspective, the producer must refuse to replace the policy
unnecessarily, regardless of pressure from management.

Utilitarian Ethics
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Utilitarianism focuses on outcomes and the greatest good for the greatest number.

e Replacing the policy benefits the producer and agency financially but harms the client
through higher costs.

e The harm to the client outweighs the limited benefit to the producer.

e The utilitarian resolution is to maintain the existing policy, protecting the client’s financial
well-being.

Virtue Ethics
Virtue ethics emphasizes character and moral integrity.
e An ethical producer demonstrates honesty, fairness, and courage.

o Resisting pressure to replace the policy reflects integrity and commitment to client
advocacy.

e The virtuous path is to prioritize the client’s needs, even if it means disappointing a
manager or losing commission.

Lesson

Unnecessary replacements violate duty, harm clients, and undermine professional integrity.
Ethical producers must resist such pressure and document their rationale for maintaining the
existing policy.

Dilemma 2: An Adjuster Asked to Undervalue a Claim
The Situation

A claims adjuster in Georgia is instructed by a supervisor to undervalue a homeowner’s claim
after storm damage. The insurer hopes to reduce payouts and improve short-term financial
results. The adjuster knows the claim is valid and that the policyholder is entitled to full payment.

Duty-Based Ethics

e The adjuster’s duty is to honor the contract and comply with the Unfair Claims
Settlement Practices Act (O.C.G.A. § 33-6-34).

e Undervaluing a claim violates both legal obligations and professional duty.

e From a duty-based perspective, the adjuster must refuse to undervalue the claim and
report the directive if necessary.

Utilitarian Ethics
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Undervaluing the claim benefits the insurer in the short term but harms the policyholder
financially.

It also risks regulatory penalties, reputational damage, and loss of consumer trust.

The broader harm to consumers and the marketplace outweighs the short-term benefit.
e The utilitarian resolution is to pay the claim fairly and promptly.

Virtue Ethics
o Avirtuous adjuster demonstrates fairness, honesty, and compassion.
e Undervaluing a claim would reflect greed and dishonesty.

e The virtuous path is to honor the claim fully, treating the policyholder as one would want
their own family treated.

Lesson

Undervaluing claims violates duty, harms consumers, and erodes trust. Ethical adjusters must
uphold fairness, even when pressured by supervisors.

Dilemma 3: A Client Requests to Omit a Driver from an Auto Application
The Situation

A client applying for a commercial auto policy asks the producer to omit a driver with a poor
record. The client fears higher premiums or denial of coverage. The producer knows that
omitting the driver constitutes a material misrepresentation.

Duty-Based Ethics
e Producers have a duty to disclose all material facts accurately.
e Omitting a driver violates Georgia law and could void coverage.

e From a duty-based perspective, the producer must refuse the client’s request and
explain the consequences of misrepresentation.

Utilitarian Ethics

e Omitting the driver may save the client money in the short term but creates significant
risk.

e If an accident occurs, the insurer may rescind coverage, leaving the business liable for
catastrophic losses.
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e The harm to the client, injured parties, and the marketplace outweighs the short-term
savings.

o The utilitarian resolution is to disclose the driver fully, ensuring valid coverage.
Virtue Ethics

o Avirtuous producer demonstrates honesty, courage, and accountability.

e Agreeing to omit the driver would reflect dishonesty and a lack of integrity.

e The virtuous path is to explain the importance of full disclosure and encourage the client
to adopt risk management practices, such as driver training.

Lesson

Omitting drivers from applications is misrepresentation. Ethical producers must insist on full
disclosure, even if it means higher premiums or difficult conversations.

? Integrating the Frameworks

Each framework—duty-based, utilitarian, and virtue ethics—offers a different lens, but they
converge on the same conclusions:

o Duty-Based Ethics: Focuses on obligations and compliance with law.
o Utilitarian Ethics: Weighs outcomes and seeks the greatest good.
o Virtue Ethics: Emphasizes character and moral integrity.

In all three dilemmas, the ethical resolution is to act with honesty, transparency, and fairness,
even when pressured by managers, clients, or financial incentives.

Practical Guidance for Learners
To apply these frameworks in practice, learners should:

1. Pause and Reflect: When faced with pressure, ask: “What is my duty? Who benefits?
What would a virtuous professional do?”

2. Document Decisions: Record the rationale for ethical choices, especially when refusing
pressure from managers or clients.

3. Seek Support: Consult compliance officers, supervisors, or DOI guidance when in
doubt.

4. Educate Clients: Explain why full disclosure and fair practices protect them in the long
run.

5. Model Integrity: Demonstrate ethical behavior consistently, reinforcing trust in the
profession.

Conelusion
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Ethics in action means applying principles to real-world dilemmas. In Georgia, producers and
adjusters face pressures to replace policies unnecessarily, undervalue claims, or omit material
facts. By applying duty-based, utilitarian, and virtue ethics frameworks, the correct path
becomes clear:

o Duty-Based: Follow the law and professional obligations.
o Utilitarian: Protect the greatest good by avoiding harm.
e Virtue: Act with honesty, fairness, and integrity.

The convergence of these frameworks reinforces a simple truth: ethical practice is not only
legally required but also essential to consumer trust and professional credibility. By embracing
these principles, producers and adjusters strengthen Georgia’s insurance marketplace and
ensure that clients are treated with the fairness and respect they deserve.

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

Section 4 — Georgia Compliance Drrill

This section provides a rapid-fire review of key Georgia statutes and rules that every producer
must know. While earlier modules explored these topics in depth, this drill is designed as a
concise yet comprehensive refresher. Think of it as a compliance “checklist in action”—a way to
ensure that the fundamentals are top of mind when serving clients and maintaining your license.

We will review: continuing education (CE) requirements, the Unfair Claims Settlement
Practices Act (UCSPA), auto minimum limits, uninsured/underinsured motorist (UM/UIM)
rejection documentation, cancellation and nonrenewal notice rules, and the workers’
compensation threshold.

CE Requirements (24 Hours, 3 Ethics)
Rule

e Georgia producers must complete 24 hours of continuing education (CE) every two
years.

e Atleast 3 of those hours must be in ethics.

e CE must be completed before license renewal; failure to comply can result in suspension
or fines.

Page 179 of 188


https://wayground.com/join?gc=58834858

Compliance Drill
e Question: How many CE hours must a Georgia producer complete in ethics?
e Answer: 3 hours.

o Best Practice: Schedule CE courses early in the renewal cycle and retain certificates of
completion.

UCSPA Prohibited Practices
Rule

The Unfair Claims Settlement Practices Act (UCSPA, O.C.G.A. § 33-6-34) prohibits insurers
from engaging in unfair or deceptive claims practices.

Prohibited Practices
e Failing to acknowledge claims promptly.
o Refusing to pay claims without conducting a reasonable investigation.
e Failing to provide written explanations for claim denials.
e Delaying payment of claims without cause.

o Offering substantially less than the amount ultimately recovered in litigation.

Compliance Drill
e Question: What law governs unfair claims practices in Georgia?
e Answer: The UCSPA (O.C.G.A. §33-6-34).

o Best Practice: Producers should advise clients to document claims thoroughly and
remind insurers of their obligations under UCSPA if delays occur.

Auto Minimum Limits (25/50/25)
Rule
Georgia law requires all drivers to carry minimum liability limits of:
e $25,000 for bodily injury per person.
e $50,000 for bodily injury per accident.
o $25,000 for property damage per accident.
Compliance Drill

e Question: What are Georgia’s minimum auto liability limits?

Page 180 of 188



o Answer: 25/50/25.

o Best Practice: Producers should recommend higher limits to protect clients from
catastrophic losses. Minimum limits often leave drivers underinsured in serious
accidents.

? UM/UIM Rejection Documentation
Rule

Uninsured/underinsured motorist (UM/UIM) coverage must be offered with every auto policy in
Georgia. Clients may reject UM/UIM coverage, but the rejection must be:

e In writing.
o Signed by the insured.
e Retained by the insurer as proof.
Compliance Drill
e Question: How must UM/UIM rejection be documented?
e Answer: In writing, signed by the insured, and retained by the insurer.

o Best Practice: Producers should explain the importance of UM/UIM coverage and
document rejections carefully. Failure to document can result in disputes and liability for
the producer.

? Cancellation and Nonrenewal Notice Rules
Rule
Georgia law establishes strict notice requirements for cancellation and nonrenewal of policies.
o Personal Auto Policies:
o Atleast 10 days’ notice for cancellation due to nonpayment of premium.
o Atleast 30 days’ notice for cancellation for other reasons.
« Homeowners Policies:
o Atleast 30 days’ notice for cancellation or nonrenewal.
o Commercial Policies:
e Notice requirements vary, but generally 30 days’ notice is required.
Compliance Drill

e Question: How many days’ notice must be given for cancellation of a personal auto
policy for nonpayment?
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e Answer: 10 days.

o Best Practice: Producers should advise clients to keep contact information current and
review cancellation notices immediately.

Workers’ Compensation Threshold (3+ Employees)

Rule

Georgia law requires employers with three or more employees to carry workers’ compensation
insurance.

Key Points
o Coverage is mandatory; employers cannot opt out.

o Workers’ compensation provides medical benefits, wage replacement, and rehabilitation
for injured employees.

o Failure to secure coverage can result in fines, stop-work orders, and liability for
uncovered claims.

Compliance Drill

¢ Question: At what threshold must Georgia employers carry workers’ compensation
insurance?

e Answer: Three or more employees.

o Best Practice: Producers should verify employee counts carefully and advise clients of
their obligations.

Case Example: Compliance in Action

The Situation:

A Georgia small business owner with four employees failed to purchase workers’ compensation
coverage, believing it was optional. An employee was injured on the job, and the employer
faced significant medical bills and fines.

The Lesson:

e Producers must educate clients on mandatory coverage thresholds.

o Failure to advise clients properly can result in uncovered claims and DOI complaints.
2 Why This Drill Matters
This rapid-fire review reinforces the essentials of Georgia compliance:

e CE Requirements: 24 hours every two years, including 3 ethics.

e UCSPA: Prohibits unfair claims practices.
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e Auto Minimum Limits: 25/50/25.

o UM/UIM Rejection: Must be documented in writing.

e Cancellation/Nonrenewal: Strict notice rules apply.

e Workers’ Comp: Required for employers with 3+ employees.

For producers, mastery of these rules is not optional—it is the foundation of professional
practice. Compliance protects clients, prevents regulatory action, and strengthens consumer
trust in Georgia’s insurance marketplace.

Conclusion

The Georgia compliance drill highlights the statutes and rules that producers must know cold.
By reviewing CE requirements, UCSPA prohibited practices, auto minimum limits, UM/UIM
rejection documentation, cancellation and nonrenewal notice rules, and the workers’
compensation threshold, producers can ensure they are prepared for both client interactions
and DOI oversight.

The key takeaway: compliance is not just about avoiding penalties—it is about protecting
consumers and upholding the integrity of the insurance profession.

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

Section 5 — Best Practices Toolkit

Compliance in Georgia’s insurance marketplace is not just about knowing the rules—it’s about
applying them consistently in daily practice. Producers and insurers who rely solely on memory
or informal processes risk overlooking critical requirements, leading to regulatory violations,
dissatisfied clients, and potential DOI enforcement.

To help learners put compliance into action, this section provides a Best Practices Toolkit: a
set of practical tools designed to reinforce ethical conduct, regulatory compliance, and client
advocacy. The toolkit includes a CE tracking log, disclosure checklist, claims handling
checklist, catastrophe preparedness guide, and cyber risk questionnaire.

CE Tracking Log
Purpose

Georgia requires producers to complete 24 hours of continuing education (CE) every two
years, including 3 hours of ethics. A CE tracking log helps producers stay on top of
requirements and avoid last-minute lapses.

Key Elements

e Course Title and Provider: Record the name and provider of each CE course.
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o Date Completed: Track when the course was taken.
e Hours Earned: Note total hours and ethics hours separately.
¢ Running Total: Maintain a cumulative tally toward the 24-hour requirement.

 Renewal Deadline: Highlight the license renewal date to ensure CE is completed in
advance.

Best Practice

Review the log quarterly. Producers who wait until the last month to complete CE often face
scheduling conflicts or technical issues. A proactive log ensures compliance and reduces stress.

? Disclosure Checklist
Purpose

Misrepresentation and failure to disclose are among the most common violations investigated
by the Georgia DOI. A disclosure checklist ensures that producers consistently explain
exclusions, limitations, and optional coverages.

Key Elements
e Policy Exclusions: Flood, earthquake, cyber, and other common exclusions.
o Optional Coverages: UM/UIM, business interruption, endorsements for valuables.
o Coinsurance Clauses: Explanation of penalties for underinsurance.
o Client Acknowledgment: Signed confirmation that disclosures were explained.
Best Practice

Use the checklist during every client meeting. Document whether optional coverages were
accepted or declined. Retain signed forms in the client file. This protects both the client and the
producer in the event of a dispute.

Claims Handling Checklist
Purpose

Claims handling is the ultimate test of the insurance promise. Georgia’s Unfair Claims
Settlement Practices Act (UCSPA) prohibits delays, inadequate investigations, and failure to
provide written explanations. A claims handling checklist ensures compliance and fairness.

Key Elements
e Acknowledgment: Confirm claim receipt within statutory deadlines.
* Investigation: Document steps taken to investigate promptly and thoroughly.

e Communication: Provide regular updates to the client.
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o Written Explanation: Supply clear, written reasons for any denial.
« Timely Payment: Ensure covered claims are paid without unreasonable delay.
Best Practice

Producers should encourage clients to keep their own claim file with correspondence, receipts,
and photos. This supports transparency and strengthens the client’s position if disputes arise.

Catastrophe Preparedness Guide
Purpose

Georgia faces significant catastrophe risks, including hurricanes, tornadoes, and floods. A
catastrophe preparedness guide helps clients understand exposures, prepare in advance, and
recover more quickly.

Key Elements

e Coverage Review: Confirm that clients understand exclusions (e.g., flood not covered
under homeowners).

o Emergency Contacts: Provide insurer claim hotlines and DOI complaint resources.

o Documentation: Encourage clients to maintain updated home inventories and photos of
property.

o Preparedness Steps: Secure property, back up data, and maintain emergency
supplies.

e Recovery Plan: Outline steps for filing claims, securing temporary housing, and
documenting losses.

Best Practice

Review catastrophe preparedness with clients annually, especially before hurricane season.
Producers who proactively educate clients reduce disputes and strengthen trust.

Cyber Risk Questionnaire
Purpose

Cyber liability is one of the fastest-growing exposures. Many small businesses mistakenly
believe they are not targets, yet Georgia’s Personal Identity Protection Act requires
notification of breaches. A cyber risk questionnaire helps producers assess exposures and
recommend coverage.

Key Elements
o Data Sensitivity: Does the business handle health, financial, or personal data?

o Systems: Are firewalls, encryption, and multi-factor authentication in place?
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« Employee Training: Are staff trained to recognize phishing and social engineering?
e Incident Response: Does the business have a plan for responding to breaches?
o Coverage: Has cyber liability coverage been offered and explained?

Best Practice

Use the questionnaire during commercial client reviews. Document responses and coverage
recommendations. This demonstrates due diligence and protects the producer from errors-and-
omissions claims.

Case Example: Toolkit in Action

The Situation:
A Georgia small business owner suffered a ransomware attack, a flood loss at home, and a
workers’ compensation claim. The producer had used the toolkit:

e The CE log ensured the producer’s license was active.

o The disclosure checklist documented that flood coverage was offered but declined.
e The claims checklist guided the producer in supporting the workers’ comp claim.

e The catastrophe guide helped the client document flood damage.

e The cyber questionnaire showed that cyber coverage was offered but declined.

The Outcome:

The DOI investigated but found no violations. The producer’'s documentation demonstrated
compliance and transparency.

The Lesson:
Using structured tools protects both clients and producers.

2 Why a Toolkit Matters
The Best Practices Toolkit is more than paperwork—it is a framework for professionalism.
o For Clients: Provides clarity, transparency, and preparedness.
e For Producers: Reduces compliance risk and protects against complaints.
e For Regulators: Demonstrates accountability and adherence to Georgia law.
e For the Industry: Strengthens trust in the insurance marketplace.
Conelusion

Compliance is not just about knowing the law—it is about applying it consistently. The Best
Practices Toolkit equips producers with practical tools: a CE tracking log, disclosure checklist,
claims handling checklist, catastrophe preparedness guide, and cyber risk questionnaire.
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By integrating these tools into daily practice, producers ensure compliance with Georgia
statutes, protect clients from uncovered losses, and uphold the integrity of the insurance
profession. The toolkit transforms abstract rules into actionable steps, reinforcing the principle
that ethical, transparent, and client-centered conduct is the foundation of market conduct in
Georgia.

Section 6 — Final Exam Preparation

Completing this course is only the first step. To demonstrate mastery of Georgia’s insurance
laws, ethics, and compliance standards, learners must successfully pass the final exam.
Preparation is key—not only to achieve a passing score but also to reinforce the knowledge and
skills that will guide professional practice.

This section provides practical tips for exam success: reviewing key statutes, focusing on
ethics scenarios, understanding Georgia-specific requirements, and practicing with
sample questions.

Review Key Statutes

The exam will test knowledge of Georgia’s core insurance statutes. Learners should be able to
recognize both the letter of the law and its practical application.

e Unfair Trade Practices Act (O.C.G.A. § 33-6-4): Prohibits misrepresentation, false
advertising, and unfair discrimination.

e Unfair Claims Settlement Practices Act (O.C.G.A. § 33-6-34): Establishes standards
for fair claims handling.

o Personal Identity Protection Act: Governs data breach notification obligations.

o Workers’ Compensation Law: Requires coverage for employers with three or more
employees.

Study Tip: Create flashcards with statute names on one side and prohibited practices or
requirements on the other. This reinforces recall under exam conditions.

Focus on Ethics Scenarios

Ethics is a recurring theme throughout the exam. Learners should be prepared to analyze
scenarios involving conflicts of interest, misrepresentation, or pressure to cut corners.

o Fiduciary Duty: Producers must place client needs above commissions.

o Conflicts of Interest: Disclose compensation structures or incentives that may influence
recommendations.

o Scenario-Based Dilemmas: Be ready to apply duty-based, utilitarian, and virtue ethics
frameworks to real-world situations.

Study Tip: Practice by asking, “What would I do if this were my own family member?” This
mindset helps identify the ethical path quickly.
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Understand Georgia-Specific Requirements

Georgia has unique compliance rules that often appear on exams. Learners should memorize
key thresholds and timelines.

e CE Requirements: 24 hours every two years, including 3 ethics.
e Auto Minimum Limits: 25/50/25 for liability coverage.
e UM/UIM Coverage: Rejection must be documented in writing and signed by the insured.

e Cancellation/Nonrenewal Notices: 10 days for nonpayment of auto premiums, 30 days
for other reasons.

o Workers’ Comp Threshold: Required for employers with 3 or more employees.

Study Tip: Build a “Georgia Quick Facts” sheet with these numbers and review it daily in the
week before the exam.

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

THAT’S IT! You finished the course.

Feel free to take the “’Simulated State Exam” when you are ready at

https://www.classmarker.com/online-test/start/?quiz=qqg67190340549f3

Georgia Insurance Exam Prep & Licensing Requirements

Student Handbook License Application Exam Reqistration

Who to contact for additional questions
Georgia Department of Insurance and Fire Safety
. Phone: (404)-656-2101

. Website: www.oci.ga.gov

o Mail: 2 Martin Luther King, Jr. Drive West Tower, Suite 908 Atlanta, Georgia 30334
Pearson Vue
. Phone: (855)-235-5174

o Website: www.pearsonvue.com/gal/insurance

This information is based on state laws and regulations and is subject to change. FastStart
makes every effort to make sure this information is current and accurate, however, FastStart is
not engaged in rendering legal or professional advice and shall not be held responsible for
inaccuracies contained herein. We urge you to check with your state's insurance department for
complete and current information about its licensing rules and requirements.
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