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The calendar says spring is here, so there is a strong likelihood 
that many customers will be looking to get out on the water at 
the earliest possible opportunity. As a result, these customers 
will be contacting your agency to make sure their watercraft 

coverage is in order. !
Important questions to consider include: 

• Will the watercraft be insured on the Homeowners policy or via a standalone 
policy?  

• Do your customers know the differences? How about the agency staff? 
• How knowledgeable are you on what those differences are?  !

Now is a great time to brush up on those differences so your customer can make an 
educated decision.   !
Know the differences 
 
While there is a good chance the premium for this exposure under a HO policy will be 
less, there is also a good chance the coverage will be less. As the saying goes, “you get 
what you pay for.” !
Agents must be aware of any limitations or exclusions in the homeowners policy 
regarding issues such as the engine size and length of the watercraft. If the watercraft is 
eligible for coverage under the homeowners policy, liability protection may be provided, 
yet typically physical damage coverage is not. This is potentially an important issue 
based on the watercraft’s price. Statistics indicate that in 2012 there were 5,870 thefts 
of various types of watercraft in the United States, so this is a definite exposure. As one 
could imagine, jet skis were #1 (23%) on the theft list, followed by runabouts (16%), 
utility (fisherman/sedan types), cruisers and then sailboats. !
In addition, when insured under a homeowners policy, there may not be any coverage 
for injury to passengers and others, or any coverage for the trailer and accessories. 
Once again, this could be a potentially significant exposure.  !
Yet these two exposures are just a few of the differences. To ensure your customers are 
more adequately covered – or to at least give them the option to consider – alert them 
to the benefits of insuring their boat or yacht with a specialty carrier. Here are some 
additional coverages and exposures that are often automatically included or included for 
a fee with the specialty carriers: 



• Roadside assistance if the insured’s vehicle 
becomes disabled while towing his or her boat. 

• Coverage for fishing equipment and other 
personal effects such as water skis. 

• Fuel spill coverage. (Your clients may be legally 
liable. Do they have the necessary coverage?) 

• Wreckage removal. 
• Medical payments (even for water skiers). !

E&O claims involving watercraft have involved a variety 
of issues including:  !

• Territorial restrictions – This can involve specific territories, such as Cuba. In 
addition, some watercraft policies have limitations that exclude coverage in 
certain types of water (fresh water vs. salt water) or sizes of water (rivers and 
lakes vs. larger bodies of water such as the ocean). 

• Hull coverage – Claims have arisen because the coverage wasn’t written on an 
agreed-value basis. Agreed value is certainly broader than actual cash value. 

• Insufficient limits – Major accidents can occur. Secure high limits and schedule 
this policy under the umbrella. 

• Not understanding the binding guidelines relating to the age of the vessel – What 
are the specific survey requirements?  !

Attention to detail is critical when insuring this type of exposure. Consider the following 
claim and how it could have been avoided: !
The agent wrote a marine policy for a longtime customer to cover the customer’s yacht. 
The previous policy was with “Company X.” The agent went through another broker to 
secure replacement coverage with “Company Y.” The insured informed the broker that 
the yacht was stored in the water. The broker completed the application and indicated 
that the yacht was on land. The policy was issued with a warranty that the vessel was 
dry docked. The yacht sank while at dock during a storm and the carrier denied 
coverage. The agent had received the policy, recognized the problem with the warranty 
(dry vs. wet dock) and had intended to discuss it with his client and broker. However, the 
policy sat on the agent’s desk for two weeks and then the loss occurred. Thus, the client 
never saw the policy. The claim was for $1,300,000. While the broker certainly has 
some liability, the agent is also to blame for not acting on the discrepancy. The case was 
settled for $750,000, with the agent responsible for 50% of that amount.  !
Tips to consider !
Such E&O claims can be avoided. Consider these tips:  !
Completing the application – Sit down with the customer to review each question and 
explain the coverages in detail. If the customer does not choose the broadest 
protection, get his or her sign-off for the declined coverages. After the application is 



completed, require (don’t simply request) that the customer thoroughly review the 
application’s questions and answers and, if everything looks in order, require the 
customer to sign the application.   !
Receipt of the policy – The agency should review the policy to ensure it matches what 
was requested. Whether you personally deliver the policy or mail it, include a cover 
letter advising the client to review it to make sure everything is in order. As evidenced by 
the claim example above, this should be handled promptly as time could be an issue.  
  
Education and training – Both your staff and your customers can benefit. The goal is to 
be certain the staff understands all of the coverages and how they apply. Spend a few 
minutes in the next week to review your agency’s approach to insuring the various types 
of watercraft.     !
Include this as a topic in your next newsletter for customers and as a topic on your 
website and social media blog or posting. Spell out the benefits of a specialized policy 
as compared to securing the coverage via the homeowners policy. It’s also a great topic 
to include in your personal lines reviews to ensure that customers know the differences. !
Before the phone starts ringing, take the time to get up to speed and learn the finer 
points of insurance for watercrafts. This could ensure that your agency doesn’t “go 
down with the ship” in the event of an E&O claim. !!!!!!!


