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By Marjorie Nicole, Wilson Elser Moskowitz Edelman and Dicker LLP and Linda Dedman, Dedman Law, PLLC

ANATOMY OF AN INSURANCE POLICY
I. Introduction

Although insurance policies provide various types of 
coverage and the specific wording of provisions differ from 
one Coverage Part to the next, insurance policies are typically 
organized in the same manner. Understanding the basic 
structure of an insurance policy is essential to efficiently 
analyzing potential coverage. Many insurance practitioners 
develop a systematic method of dissecting insurance policies. 
This paper outlines one approach.

II. Determining the Applicable Coverage 

- Selecting the Specimens

Before dissecting a policy, it is important to identify all the 
insurance policies containing a Coverage Part potentially 
affording coverage. There are multiple types of insurance 
policies (e.g., commercial general liability (“CGL”), 
professional liability, and commercial property)1 and 
each policy generally contains multiple Coverage Parts. 
The particular facts or allegations of a claim may trigger 
one or more Coverage Parts in one or more policies. The 
timing of events will also dictate which policy years are 
potentially implicated. For example, CGL policies are 
usually triggered by the date of the occurrence, whereas 
professional liability policies are usually written on a 
claims-made basis. So, in a case filed in 2007 involving 
negligent hiring and supervision and malpractice 
occurring in 2005, the 2005 CGL and 2007 professional 
liability policies would be the most logical starting point 
for coverage analysis. Also, umbrella policies by definition 
are broader than underlying policies and should be 
evaluated. Consequently, to provide a comprehensive 
coverage evaluation, copies of all potentially applicable 
insurance policies and policy periods should be obtained, 

and review of each Coverage Part within each policy 
should be completed.

The insured may be unaware of the policies and specific 
types of coverage available to respond to a loss or other 
event. But, the insurer should have a good understanding 
of coverages that exist in the marketplace and also should 
have a specific listing of other coverages that the insured 
purchased for a given policy year. Also, if the policy was 
procured or issued through an agent, it is often helpful 
to communicate with the agent to obtain a schedule of 
all existing coverages. Sometimes, the insured may have 
coverage issued by different agents, and, in such event, 
each agent should be consulted. Finally, the insured may 
have coverage available through another entity’s policy 
by virtue of an insured contract, indemnity agreement, 
or status as an additional insured.

After identifying the potentially applicable policies and 
Coverage Parts, the insurance policy analysis can begin.

*Definitions for bolded terms are located in Appendix 2 
of this paper.

III. Basic Approach - Preparing the Specimen

The first step is to obtain a certified copy of each policy 
that is potentially triggered. With respect to each policy, 
be certain that all endorsements listed on the schedule 
are included and that the form number on the schedule 
matches the endorsement that is actually attached. 
The absence of an endorsement or the inclusion of an 
incorrect endorsement can change the entire analysis. 
Also make sure the pages are consecutively numbered. 
Policies are frequently printed as two-sided documents 
but copied as one-sided documents.
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Some insurance policies are issued as package policies, 
meaning they contain more than one base policy form 
(e.g., CGL and employee benefits liability). In such 
event, be sure all base policy forms and declarations 
pages are included. It is best to separate each base policy 
form, together with the applicable declarations and 
endorsements. An independent analysis of each potentially 
applicable Coverage Part contained within each base 
policy form should be completed. Finally, reviewing the 
entire policy is important. Coverage disputes frequently 
surround the meaning of a particular phrase. A slight 
difference in wording between otherwise parallel provisions 
can be outcome determinative. For example, even if  
pollution is not a direct coverage issue, the wording and 
structure of the absolute pollution exclusion can be helpful 
to distinguish a narrower exclusion.

IV. Analysis - Dissecting the Specimen

Once all potential base policy forms have been identified, 
the dissection of each Coverage Part may begin. Each 
policy will contain: (1) a declarations page; (2) a form 
that schedules all endorsements; and (3) a base coverage 
form. A review of each section constitutes dissection of the 
policy, which ultimately results in a determination of the 
potential for coverage.

A. Declarations
The declarations page is usually the first page in the policy 
and will contain specific and important information, 
including the name of the insurer, the policy number, 
the policy period, the named insured, the type(s) of 
coverage, and the schedule of limits. If applicable, the 
declarations page will also include a retained limit or 
deductible and a retroactive date.

In a Package Policy, each policy form will have a 
declarations page with applicable limits. The package 
should include a limits section that states how the limits 
interact in the event more than one policy form and/or 
Coverage Part are triggered. Limits are generally listed on 
a per claim or occurrence basis and in the aggregate.

B. Listing of Forms and Endorsements
Endorsements change the base policy—some add 
coverage, some exclude coverage, and some modify 
coverage. Additionally, some endorsements are broad and 
some are narrow. Basically, endorsements may impact 
any provision in the base policy form, including who 
is a named insured or additional insured and whether 
liability is limited to certain premises, vehicles, persons, 

or activities. Because an endorsement either adds to or 
replaces what is contained in the base policy form, review 
of the schedule of endorsements should be completed 
prior to review of the base policy form.

An endorsement list may be included on the declarations 
page or a separate endorsement list or schedule may be 
attached to the declarations page. Usually the schedule 
will include a form number as well as the title of the 
endorsement. The title may or may not be enough to 
determine whether it will impact coverage. When in doubt, 
review the endorsement. During this process, review the 
number of each endorsement and compare it with the 
number listed on the endorsement list to be certain that 
the correct endorsement was attached. Often, there are 
multiple forms with the same name and obtaining the 
correct one (determined by number) can be essential. In 
addition, if it appears that a listed endorsement is not 
included, obtaining the missing endorsement is necessary 
prior to making any final determination of whether 
coverage exists.

During review, if an endorsement replaces or modifies a 
provision in the base policy form, a notation in the base 
policy form should be made so that there is no reliance on 
the base policy form provision. Also, if coverage is added, 
a notation in the appropriate insuring agreement section, 
if applicable, should be made so that any accompanying 
exclusions can be analyzed in conjunction with the 
endorsed coverage.

Importantly, if the policy is a renewal, review of the prior 
policy is necessary. If endorsements that modify coverage 
are included in the renewal policy that were not included 
in the prior policy, review of applicable common, statutory, 
and regulatory laws is needed to determine whether the 
added endorsement will be permitted to modify the 
coverage.

C. Base Policy Form
The base policy form contains four key sections: (1) the 
definitions (2) the insuring agreement; (3) the exclusions; 
and (4) the conditions.

1. Definitions

While the definitions section is necessarily referred to 
throughout the review of the policy, it is rarely if ever 
near the front of the policy. It is a good idea to mark the 
page on which the definitions begin to ease the constant 
need for review of the defined terms.
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2. The Insuring Agreement

The insuring agreement is the heart of the insurance policy. 
It determines whether the claim is potentially within the 
initial scope of coverage.

There can be more than one insuring agreement in a base 
policy form and more than one base policy form that 
may apply to any given claim. A review of each insuring 
agreement within each policy form is essential. For example, 
a CGL policy typically has three separate Coverage Parts: 
(1) Coverage A – Bodily Injury and Property Damage; (2) 
Coverage B – Personal Injury and Advertising Injury; and 
(3) Coverage C – Medical Payments. Each Coverage Part 
has its own insuring agreement and affords a different scope 
for coverage.

Insuring agreement issues may include:

•  whether the person or entity seeking coverage is 
insured;

•  whether the damages or causes of action are 
covered;

•  whether the acts or damages fall within the policy 
period (in a “claims made” policy, whether the 
claim was made during the policy period and 
the act or damages occurred after the retroactive 
date);

•  whether the vehicle or other 
property involved is insured; or
 whether the event occurred in the coverage 
territory.

3. Exclusions.

After determining that one or more insuring agreements 
may afford coverage, review of all applicable exclusions 
is necessary. Exclusions apply only to the insuring 
agreement(s) that they modify and are tied into one section 
by reference to its Coverage Part. For example, in a typical 
CGL policy, the Coverage A Coverage Part for “bodily 
injury” and “property damage” will include an exclusion for 
acts that were expected or intended from the standpoint of 
the insured. However, the scope of coverage for “personal 
and advertising injury” contained within the Coverage 
B Coverage Part affords coverage for actions or omissions 
that are by their very nature intentional (e.g., invasion of 
privacy), so Coverage B does not include an expected or 
intended exclusion, although it does contain a knowledge of 

the falsity exclusion.

4. Conditions.
The next step after reviewing the insuring agreement and 
exclusions is to review the conditions. Some conditions 
must be met in order for coverage to exist at all, even if the 
claim is within the scope of an insuring agreement—these 
are referred to as true conditions precedent. In order for a 
true condition precedent to exist, the language within the 
condition must be reviewed, and it must state that coverage is 
dependent on satisfaction of the condition. If the condition 
is a true condition precedent (e.g., notice under a claims-
made policy), prejudice is not required to be established 
for the insurer to avoid coverage. If the condition is not a 
true condition precedent (e.g., notice under an occurrence 
policy), prejudice must be established as a result of any 
alleged breach by the insured. Of course, statutory and case 
law trump policy language regarding the need to establish 
prejudice.

Some common conditions contained within CGL base 
policy forms include: (1) the notice provision; (2) the 
no action clause (i.e., insurer doesn’t have to pay absent 
a settlement or judgment); (3) the voluntary payments 
provision (i.e., insurer must consent to settlement 
payments or attorneys’ fees incurred prior to tender); (4) 
the cooperation clause; and (5) the other insurance clause.

D. Regulatory Notices.
The Texas Department of Insurance requires various 
provisions to be stated with respect to certain Coverage 
Parts. Although the requirements may vary, generally state 
specific provisions relate to cancellation and non-renewal 
and sometimes notice. Review of the Texas Department of 
Insurance website for requirements relative to a particular 
coverage and comparison to what is contained in the policy 
may be necessary. Sometimes the required provision will 
be read into the policy even if not stated within the policy. 
Different regulations are promulgated periodically, so be 
certain to review the requirements applicable to the policy 
period at issue.

E. Miscellaneous Items.

1. Policy Jacket.
Some policies include a policy jacket. A policy jacket is 
basically a covering around the policy—much like a paper 
or plastic protective book cover. If a jacket is included, all 
wording on it should be reviewed because it may contain 
some provisions that are incorporated into the policy. 
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In addition, the jacket may include representations or 
statements that may impact the analysis, although it may 
not directly involve the contractual provisions.

2. Application.
In addition, some coverage forms incorporate the insured’s 
application for the policy. If so, a signed version of the 
application that was relied upon by the underwriter for the 
particular policy year in question must also be obtained.

3. Supplementary Payments.
When the policy affords coverage, the insured might also 
be entitled to additional benefits. These are frequently 
listed in a Supplementary Payments section. For example, 
most CGL policies include coverage for defense costs 
and expenses, prejudgment interest, various bonds, and 
reasonable costs to the insured for providing requested 
assistance to the insurer. These payments also typically do 

not erode the policy limits.

Appendix 1—Checklist

 9 Determine Applicable Coverage.

o Type of Insurance Policies Issued.
o Consult with Insured’s Risk Manager, 

Insurance Agent or Insurer’s 
Underwriter.

o Review Coverage Parts.
  9 Prepare for Detailed Policy Review.

 9 Obtain Certified Copy of Each Relevant Policy.
 9 Scan into a document with searchable text 

(OCR).
 9 Bates label a working copy and separate into 

forms.
 9 Review Declarations Page for Coverage Parts.
 9 Review schedule of endorsements 

for each Coverage Part and compare 
to attached endorsements (form 
number, etc.).

 9 Tab Definitions.
  9 Dissect the Policy.

 9 Declarations Page.
• Name of Insurer.
• Named Insured.
• Renewal? If renewal review prior policy 

for broader coverage.

• Policy Period.
• Coverage Parts.
• Limits.
• Retained Limit or Deductible (if 

applicable).
• Retroactive Date (if applicable).

o Schedule of Endorsements.
• Add, Limit, or Modify? If so, note on 

base form.
• Compare schedule of attached forms 

(whether all are included, form 
numbers, etc.)

o Coverage Parts.
• Definitions.

• In boldface or italic type.
• Always review defined terms.
• Does definition contain an 

exclusion or exception?
• Insuring Agreement.

• Review each Coverage 
Part (e.g., Coverage A. 
and Coverage B. in a 
CGL Policy)

• Determine whether 
damages or causes of 
action are potentially 
covered.

• Determine whether otherwise 
potentially inside the scope 
of coverage (policy period, 
coverage territory, etc.).

• Exclusions.
· Review all focusing on potentially 

applicable exclusions.
· Different exclusions for different 

Coverage Parts.
• Conditions.

• Some common conditions include 
the notice provision and the 
cooperation clause.

 9Miscellaneous.
o Policy Jacket.

• Like a Book Cover.
• Review all wording; may be incorporated.
• Review for representations or statements.

o Application.
• Review all wording; may be incorporated.
• Be certain to obtain a signed, certified copy.

If the application is incorporated into the policy, review 
8
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carefully for construction aids.

Appendix 2—Glossary
1. Typical Commercial Policies.

a. CGL — Abbreviation for “Commercial General 
Liability” Policy Form. Provides limited 
liability coverage for commercial risks.

b. Property — Provides reimbursement or 
replacement cost for damage to buildings 
or structures or other property if caused 
by specified causes of loss.

c. E & 0 — Errors and omissions 
coverage for various professional 
exposures (i.e., real estate agents, 
architects).

d. WC — Abbreviation for “Workers’ 
Compensation”. This coverage is 
usually available as a stand-alone 
Coverage Part and provides general 
workers’ compensation coverage for 
injury to employees.

e. EPLI— Abbreviation for “Employers’ Practices 
Liability Insurance”. This coverage is 
usually available as an endorsed coverage 
to the CGL. Notably, there is also an EPLI 
exclusion form.

f. EBL — Abbreviation for “Employers’ 
Benefits Liability”. Provides limited 
coverage for employee benefits.

2. Insuring Agreement — Provides the scope of what 
is covered. There may be more than one insuring 
agreement within a Coverage Part.

a.  Duty to Defend —This provision is included in 
most liability insurance policies. In the event of a 
lawsuit against an insured, the insurance company 
may be obligated to pay for legal fees and expenses 
to defend the insureds. Some policies provide that 
this obligation is in addition to the indemnity 
limit; others contain a depleting limits provision.

b.  Duty to Indemnify — This provision 
determines when the insurance company is 
obligated to pay the insured for the amount of 
the loss or claim.

3.  Dec Page — Abbreviation for “Declarations Page”; usu-
ally the first page of a policy. Provides pertinent information 
including: (1) the first named insured; (2) the limits; (3) 
whether the policy written on an “occurrence” or “claims-

made” basis; (4) the deductible or retained limit, if any; (5) 
list of endorsements; and (6) list of Coverage Parts, if it is a 
Package Policy.

a. Insureds.
i.  First Named Insured — The individual 

or entity in the declarations page. Usually 
identified in the definitions section as “you”.

ii.  Additional Insured — A specified 
individual or entity, by name or group 
classification, specifically added within the 
base form or by endorsement. Importantly, 
additional insureds may be classified as 
additional named insureds, which qualifies 
them for “named insured” (“you”) status.

iii.  Omnibus Insured — Individual or entity 
that qualifies as an insured (although not 
a named insured) within the definition of 
“insured”; varies by Coverage Part.

b. Limits.
i.  Per Occurrence — In a typical CGL policy, a 

single limit is provided for “bodily injury” or 
“property damage” on a “per occurrence” (per 
accident) basis; determined by the appropriate 
“trigger” of coverage.

(a).   “Bodily Injury” — Defined term; 
usually means physical injury or 
physical manifestation of emotional 
distress; questionable —emotional 
distress with physical manifestation 
caused by economic loss (i.e. breach 
of contract). Not to be confused with 
“personal injury”.

(b).  “Property Damage”— Physical 
damage to or loss of use of 
tangible property.

(c).  “Trigger” — Determines the 
date of the occurrence(s); various 
theories depending on the nature 
of the claim.

ii. Per Offense — In a typical CGL policy, a 
single limit is provided on a “per offense” basis 
for “personal and advertising injury” coverage. 
“Personal and advertising injury” is a CGL 
policy coverage for causes of action like false 
arrest, defamation, invasion of privacy, wrongful 
entry, false imprisonment, malicious prosecution 
and use of another’s advertising idea.
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iii. Aggregate Limit — The most an insurer 
will pay for all covered losses sustained during 
the specified policy period. There may be an 
aggregate limit for certain specified events in a 
liability policy or for certain covered causes of 
loss in a first party property policy.

c. Deductible/Retained Limit — An amount 
specified that the insured is required to pay prior 
to the insurer having an obligation to pay. May 
be specified on a “per

occurrence”, “per offense” and/or aggregate 
basis in CGL policies. A self insured retention 
requires insured to bear defense costs within the 
retention.

d. Endorsements — Policy forms that are added to 
the base Coverage Parts. These forms may modify 
coverage or exclusions, add new coverage or add 
new exclusions. Each Coverage Part may have 
its own endorsements or endorsements may be 
applicable to only one or more Coverage Parts in a 
Package Policy.

e. Coverage Part; Package Policy — A Coverage 
Part is a base form that provides a certain type of 
insurance coverage. A Package Policy is a policy 
that contains multiple Coverage Parts.

4. Claims-Made Policy --Must be distinguished 
from an “occurrence” based policy. Generally, the 
incident giving rise to the claim must take place 
during the policy period and the claim must be 
first made during the policy period. However, 
a retroactive date is usually included, which 
provides a date earlier than the annual policy 
date within which the claim may take place. 
Furthermore, the policy may include an extended 
reporting period (ERP), which lengthens the time 
within which the claim may be made.

5. Dec Action — Short for declaratory judgment 
action. A dec action may be filed by an insured or 
an insurance company asking the court to determine 
certain obligations of the parties pursuant to the 
terms of the insurance policy.

Bad Faith Action -- A lawsuit filed by an insured against 
an insurance company or agent alleging certain actions or 
omissions that are extra-contractual in nature (i.e. indepen-
dent of policy benefits).

1. Definitions for bolded terms are located in Appendix 
2 of this paper.


