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HOW TO READ & UNDERSTAND 
AN INSURANCE CONTRACT

•RULES FOR READING AN 
INSURANCE CONTRACT

•RULES FOR INTERPRETING AN 
INSURANCE CONTRACT

11 RULES FOR READING
AN INSURANCE CONTRACT

1. Make a copy of the contract to mark up. 
2. Confirm the policy is complete.
3. Read the declarations page.
4. Compare the forms and endorsements to 

the declarations page.
5. Determine who qualifies as an “Insured.”
6. Determine whether the limits are 

“burning.”
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11 RULES FOR READING
AN INSURANCE CONTRACT

7. Read the insuring agreement (“grant of 
coverage”).

8. Read exclusions and exceptions to 
exclusions.

9. Read referenced sections immediately.
10.Understand defined terms.
11.Pay close attention to key words and 

phrases.

WHO QUALIFIES AS
AN “INSURED”?

1. Named insured (“You”)
2. Extended insureds (corporation’s 

executives & directors, LLC’s members, 
family members who live in the house)

3. Automatic insureds
4. Additional insureds (by endorsement)

THE INSURING AGREEMENT
(“GRANT OF COVERAGE”)

We will pay those sums that the insured becomes 
legally obligated to pay as damages because of 
“bodily injury” or “property damage” to which this 
insurance applies.  We will have the right and duty to 
defend the insured against any “suit” seeking those 
damages.  However, we will have no duty to defend 
the insured against any “suit” seeking damages for 
“bodily injury” or “property damage” to which this 
insurance does not apply. . . .
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KEY WORDS & PHRASES

•And (inclusive, conjunctive)
•Or (exclusive, disjunctive)
•However
•Except

KEY WORDS & PHRASES

• Not
• Greater than
• Lesser than
• Greater of
• Lesser of
• No more than
• The most
• All
• Any

KEY WORDS & PHRASES

•Unless
•Only if
•Subject to
• Includes
•Must
•Regardless 
•First



7/12/2018

4

RULES FOR INTERPRETING
AN INSURANCE CONTRACT

• Provisions that provide coverage (e.g., insuring 
agreement, exceptions to exclusion) are interpreted 
broadly, in favor of coverage.

• Provisions that limit or restrict coverage (e.g., 
exclusions) are interpreted narrowly, against the 
carrier.

• The policyholder must  establish that coverage 
applies.

• The carrier must establish that an exclusion applies.
• Exclusions must be conspicuous, plain, and clear.


