Coverage

What is Coverage in Insurance?

Coverage refers to the protection provided by an insurance policy against specific risks,
events, or losses. It defines what is insured and to what extent the insurer will pay when a
covered event occurs.

Coverage is usually expressed in terms of the risks covered, the sum insured/limit, and any
conditions or exclusions applicable.

Example:

A motor insurance policy may provide coverage for accidental damage to the car, third-
party liability, and theft.

A health insurance policy may provide coverage for hospitalization expenses, surgeries,
and pre- and post-hospitalization costs.

Why is Coverage Important?

Clarifies Protection
Helps policyholders understand exactly what risks and losses are insured.

Avoids Surprises at Claim Time
Knowing your coverage prevents disappointment or disputes when a loss occurs.

Financial Security
Ensures you receive compensation or reimbursement for insured events.

Informed Decision-Making
Helps you compare policies and choose the right protection for your needs.

How Does Coverage Work?

Scope of Protection
The policy document specifies the risks/events covered, the sum insured, and any
applicable deductibles.

Exclusions
Events or risks not covered are listed separately. Losses caused by excluded risks will not
be paid by the insurer.



Claims
If a covered event occurs, the insured can file a claim. The insurer will verify whether the
loss falls under the defined coverage before approving payment.

Add-ons
Coverage can often be enhanced through optional riders or add-ons for additional
premium.

Key Features of Coverage
o Defines whatrisks, assets, or individuals are protected under a policy.
¢ Includes the sum insured or maximum payout the insurer will provide.
e Listsinclusions (covered events) and exclusions (not covered events).
e Can be basic (standard coverage) or enhanced (add-ons/riders).

e Crucial for comparing and selecting insurance policies.

Final Word

Coverage is the heart of an insurance policy. It determines the protection you get and the
compensation you’re entitled to when a loss occurs. Understanding your policy’s coverage
helps you plan better, avoid unexpected gaps, and ensure financial security when risks
arise.



