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This sample includes selected chapters from CPCU 552
Exam Success In Plain English, a Plain English guide
designed to help candidates understand liability risk,

liability exposures, and the structure of the Commercial
General Liability (CGL) policy. These chapters offer a
preview of the book’s clear explanations, intuitive
frameworks, and practical approach to demystifying
CPCU 552. You’ll see how liability risks are created, how
exposures are analyzed, and how the CGL policy is
organized — giving candidates, mentors, and study
groups a sharper, more confident understanding of the
material and a stronger path to passing the exam.
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Chapter 1 — Understanding Liability
Risk in Plain English

What This Chapter Covers

This opening chapter gives students a clear, intuitive foundation
for everything that follows in CPCU 552. Before diving into CGL,
Auto, WC, or specialty liability coverages, they need to
understand:

e What liability actually is
e How liability arises
e The major types of liability exposures

e  Why liability claims are so unpredictable
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e How liability insurance fits into the risk-management
picture

This chapter sets the stage for the entire course.
1. What Is Liability?

Liability is a legal obligation to pay for harm you cause to
someone else. If your actions (or failure to act) injure someone
or damage their property, you may be legally responsible for the
resulting costs.

In simple terms:
Liability = You caused harm — You must pay for it.
Businesses face liability every day because they interact with:

e customers

e employees

e vendors

e the public

e other businesses

Any of these interactions can create legal responsibility.
2. How Liability Arises
There are three main ways a business becomes legally liable:

A. Negligence (the big one)
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Negligence means the business failed to act with reasonable
care.

Examples:

e Astore doesn’t clean up a spill — customer slips
e A contractor installs wiring incorrectly — fire
e A manufacturer fails to test a product — injury

Negligence is the most common source of liability claims.
B. Strict Liability

Strict liability applies even if the business did nothing “wrong.” If
the activity is inherently dangerous or the product is defective,
the business may be liable automatically.

Examples:

e Defective products
e Hazardous materials
e Wild animals

e Explosives

The exam loves strict liability because it bypasses the “fault”
question.

C. Contractual Liability

A business can assume liability through a contract.
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Examples:

e Alease requiring the tenant to indemnify the landlord

e A construction contract requiring the contractor to hold
the owner harmless

e Avendor agreement requiring the business to take
responsibility for certain losses

Contractual liability is a major theme in the CGL.
3. The Six Major Liability Exposures

Every business faces six core liability exposures. These drive the
structure of the CGL and the rest of CPCU 552.

1. Premises Liability

Risks arising from the physical condition of the business’s
property. Example: A customer trips on uneven flooring.

2. Operations Liability

Risks arising from the business’s ongoing activities. Example: A
plumber accidentally floods a customer’s home.

3. Products Liability

Risks arising from products the business manufactures or sells.
Example: A defective appliance causes a fire.

4. Completed Operations Liability
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Risks arising after the business finishes its work. Example: A
contractor’s completed deck collapses months later.

5. Contractual Liability

Liability the business assumes through contracts. Example: A
hold-harmless agreement in a lease.

6. Professional Liability

Risks arising from professional advice or services. Example: An
accountant makes an error that causes financial loss.

These six exposures are the backbone of the entire course.

4. Why Liability Losses Are So Difficult to Predict

Property losses are relatively predictable. Liability losses are not.
Here’s why:

A. Human behavior is unpredictable

You can’t predict when someone will make a mistake, file a
lawsuit, or claim emotional distress.

B. Jury awards vary wildly

Two identical cases can produce dramatically different
outcomes.

C. Legal costs are open-ended

Defense costs can exceed the damages.
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D. Claims can surface years later

Especially with products, construction, and professional
services.

This unpredictability is why liability insurance is essential.
5. How Liability Insurance Fits Into Risk Management
Liability insurance does two things:

1. Pays damages

If the business is legally responsible, the insurer pays the
damages up to the policy limit.

2. Provides legal defense

This is often more valuable than the damages themselves.
Defense costs can include:

e attorneys

e expert witnesses
e court fees

e investigations

The insurer provides the defense even if the claim is groundless.

This “duty to defend” is one of the most important concepts in
CPCU 552.

6. The Big Picture: Why This Chapter Matters
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Everything in CPCU 552 builds on this foundation:

e CGL Coverage A is about bodily injury and property
damage from these exposures.

e Coverage B is about personal and advertising injury
arising from business activities.

e Workers Compensation and Employers Liability address
employee injuries.

e Auto Liability covers vehicle-related exposures.

e Professional Liability, D&O, Cyber, and Environmental
cover specialized exposures.

If students understand how liability arises, the rest of the
course becomes far easier.
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Chapter 2 — The Liability Exposure
Framework

The six ways businesses create liability — and why the CGL is
built around them

Why This Chapter Matters

If Chapter 1 explained what liability is, Chapter 2 explains where
liability comes from inside a business. These exposures form
the blueprint for the entire CGL policy and most of CPCU 552.

Once students understand these six exposures, the rest of the
course becomes dramatically easier:

e Coverage A = bodily injury & property damage from
these exposures
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e Coverage B = personal & advertising injury from
business activities

e Coverage C = medical payments on premises

e Products & completed operations = two of the six
exposures

e Contractual liability = another exposure
e Professional liability = its own specialty line

This chapter is the “map” of liability risk.
1. The Six Major Liability Exposures

Every business — from a bakery to a construction firm to a tech
company — faces six core liability exposures. These exposures
explain why businesses get sued and how liability insurance
responds.

Let’s break them down in Plain English.
2. Premises Liability
Liability arising from the physical condition of your property

Premises liability is about what happens on your property
because of:

e unsafe conditions
e poor maintenance

e hazards you should have fixed
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e dangers you should have warned people about

Examples:

e A customer slips on a wet floor
e Aloose handrail causes a fall
e A poorly lit parking lot leads to an injury

Exam tip: Premises liability is about your location, not your
operations.

3. Operations Liability

Liability arising from what you’re doing — not where you’re
doing it

Operations liability follows the business wherever it goes.
Examples:

e A plumber accidentally floods a customer’s home
e Alandscaper throws a rock through a window
e A contractor drops a tool from scaffolding

If the business is actively doing work and causes harm, that’s
operations liability.

Exam tip: Operations = work in progress.
4. Products Liability

Liability arising from products you make, sell, or distribute
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Once a product leaves your control, you can still be liable if it:

e s defective
e isimproperly labeled
e causes injury when used as intended

Examples:

e Atoaster catches fire
e Aladder collapses
e Afood product causes illness

Key point: Products liability applies after the product is out the
door.

5. Completed Operations Liability

Liability arising after your work is finished and the job site is

left
Completed operations applies when:

o the work is done
e the contractor has left
e something later goes wrong

Examples:

e A deck collapses months after installation

e Avrepaired pipe bursts weeks later

© Smarts Publishing. Sample chapters only. Not for resale or
redistribution. Content reflects the author’s interpretations of
CPCU 552 concepts and exam strategies; it is not affiliated with,
endorsed by, or sourced from The Institutes. Exam content may
change—always verify current requirements.

13



e A completed electrical job causes a fire

Exam tip: Operations = during the job Completed operations =
after the job

6. Contractual Liability
Liability you assume because a contract requires it

Businesses often agree to take on liability they wouldn’t
normally have.

Examples:
e Atenant agrees to indemnify the landlord
e A contractor agrees to hold the project owner harmless
e Avendor agrees to take responsibility for certain losses

The CGL covers some contractual liability — but not all. This
becomes a major topic later in the course.

Exam tip: Contractual liability = liability you didn’t originally
have but agreed to take on.

7. Professional Liability
Liability arising from professional advice or services
This exposure applies when the business:

e gives advice

e designs something
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e provides specialized services
e makes professional judgments

Examples:

e Anaccountant makes an error
e An architect designs a faulty structure
e A consultant gives bad advice
e A doctor misdiagnoses a patient
Professional liability is not covered by the CGL. It requires its

own policy (E&O, malpractice, etc.).

Exam tip: If the harm comes from bad advice, bad design, or
bad judgment, it’s professional liability.

8. How These Six Exposures Shape the CGL
The CGL is built around these exposures:

¢ Premises + Operations — covered under Coverage A

e Products + Completed Operations — covered under
Coverage A (separate aggregate limit)

e Contractual Liability — partially covered under
Coverage A

e Professional Liability — excluded (requires separate
coverage)

Understanding these exposures makes the CGL structure feel
logical instead of overwhelming.
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9. Why This Framework Is So Important for the Exam
The CPCU 552 exam loves to test:

e whether a loss is premises vs. operations

e whether a claim is operations vs. completed operations
e whether a product is still in your possession

e whether a contract created liability

e whether the loss is professional vs. general liability

If students can classify the exposure, they can usually predict:

e which coverage applies

e which exclusions apply

e which limits apply

e whether the CGL responds at all

This chapter is the key to unlocking the rest of the course.
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Chapter 3 — The CGL Policy:
Overview and Structure

How the Commercial General Liability policy is organized —
and why it looks the way it does

Why This Chapter Matters

The Commercial General Liability (CGL) policy is the core of
CPCU 552. Nearly every liability exposure a business faces
connects back to this policy.

Before diving into Coverage A, B, C, exclusions, limits, and
endorsements, students need a big-picture understanding of:

e how the CGL is organized

e what each coverage part does
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e how the definitions shape coverage
e how the limits and aggregates work
e how the policy responds to claims

This chapter gives them the map. The next chapters teach them
how to navigate it.

1. What the CGL Is Designed to Cover

The CGL covers a business for unintentional harm it causes to
others.

In Plain English:

If your business accidentally injures someone or damages their
property, the CGL pays for it — and defends you.

The CGL is built to cover the six liability exposures from Chapter
2:

e Premises

e QOperations

e Products

e Completed operations

e Contractual liability (some)

e Personal & advertising injury

Professional liability is excluded — that’s a separate policy.

2. The Three Coverage Parts of the CGL
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The CGL is divided into three major coverage sections:
Coverage A — Bodily Injury and Property Damage Liability

This is the heart of the policy. It covers physical harm and
property damage caused by:

e premises

e operations

e products

e completed operations
Coverage A is where most exam questions live.
Coverage B — Personal and Advertising Injury Liability

This covers non-physical injuries such as:

libel

e slander

e wrongful eviction

e copyright infringement in advertising
e use of another’s advertising idea

Coverage B is narrower and more specific than Coverage A.

Coverage C — Medical Payments
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This is a no-fault coverage that pays for minor medical expenses
for injuries occurring on the insured’s premises or due to its
operations.

Key point: Coverage C is not liability coverage — it pays even if
the insured wasn’t negligent.

3. Occurrence vs. Claims-Made
The standard CGL is an occurrence form, meaning:

If the injury happens during the policy period, the policy
responds — even if the claim is filed years later.

This is different from claims-made policies (used for professional
liability), where the claim must be made during the policy
period.

The exam loves this distinction.
4. The Structure of the CGL Policy
The CGL is organized into several major sections:

1. Declarations
Insuring Agreements
Exclusions

2

3

4. Definitions
5. Conditions
6

Endorsements
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Let’s break these down.
A. Declarations Page
The declarations page lists:

e named insured

e policy period

e coverages and limits

e premium

o forms and endorsements

It’s the “snapshot” of the policy.
B. Insuring Agreements

Each coverage part (A, B, C) begins with an insuring agreement
that explains:

e what the insurer promises to do
e what types of harm are covered
e when coverage applies

The insuring agreement is the starting point for every coverage
analysis.

C. Exclusions
Exclusions remove coverage for:

e exposures better handled by other policies
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e exposures the insurer doesn’t want to cover
e exposures that require separate underwriting

Examples:

e Expected or intended injury

e Contractual liability (with exceptions)
e Liquor liability

e Pollution

e Damage to your product

e Damage to your work

Exclusions are where most exam traps hide.
D. Definitions
The CGL has a long list of defined terms, including:

e ‘“occurrence”

e “bodily injury”

e “property damage”
e ‘“insured contract”
e “your product”

e ‘“your work”

Definitions are critical because coverage often turns on a single
word.
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E. Conditions
Conditions explain:

e how claims are handled

e duties of the insured

e rights of the insurer

e how limits apply

e how other insurance interacts

Conditions are the “rules of the road” for the policy.
F. Endorsements
Endorsements modify the policy by:

e adding coverage

e removing coverage
e changing definitions
e adding insureds

e adjusting exclusions

Endorsements are how the CGL becomes customized for each
business.

5. The CGL's Two Key Promises
The CGL makes two major promises:

1. The Duty to Defend
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The insurer must defend the insured against any suit seeking
damages covered by the policy — even if the claim is
groundless.

This is often more valuable than the coverage itself.
2. The Duty to Indemnify

If the insured is legally responsible, the insurer pays damages up
to the policy limits.

Defense costs are usually outside the limits (a major exam
point).

6. How Limits and Aggregates Work
The CGL has several limits:

e Per-occurrence limit

e General aggregate limit

¢ Products/completed operations aggregate
e Personal & advertising injury limit

¢ Medical payments limit

Key exam point:

Coverage A claims reduce the per-occurrence limit and the
general aggregate. Products/completed operations claims
reduce the products/completed ops aggregate.

Students must know which bucket a claim draws from.
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7. The Big Picture: Why This Chapter Matters
Once students understand:

e the three coverage parts

e the structure of the policy

e the role of exclusions and definitions

e the difference between occurrence and claims-made
e how limits and aggregates work

...they can analyze any CGL claim with confidence.
This chapter is the foundation for:

e Coverage A (Chapters 4-5)

e Coverage B (Chapter 6)

e Coverage C (Chapter 7)

e Limits & Conditions (Chapter 8)
e Endorsements (Chapter 8)

Everything builds from here.
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Series is designed to make complex topics easy to
understand and easy to communicate to clients. Each
book focuses on clarity, relevance, and real-world
application — helping professionals build confidence
and competence in today's rapidly changing insurance
environment.
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e Cybersecurity in Plain English

e Alin Plain English

e Insurance Fundamentals in Plain English

e Life & Health Insurance in Plain English
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e Employee Benefits in Plain English

e Medicare in Plain English
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