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1st Party versus 3rd Party Insurance 

 1st Party Insurance 
– Insurance applying to the insured's own property or person.

– Examples: Property Insurance, Equipment Breakdown 
Insurance, Builders Risk Insurance 

 3rd Party Insurance 
– liability insurance purchased by an insured (first party) from 

an insurer (second party) for protection against the claims of 
another (third party). 

– Examples: general liability, professional liability, D&O
Insurance
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1st Party versus 3rd Party Insurance 

 Some insurance policies provided both first and third party 
insurance coverage 
– Examples: Auto Liability Insurance, Homeowners Insurance, 

Package Policy, Cyber Liability  

 Key Difference between 1st and 3rd party insurance
– Trigger of coverage

 1st Party 
– Covers injury the insured suffers

 3rd Party
– Covers claim against insured for insured’s liability arising from 

injury suffered by 3rd Party  
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Deductible versus Self Insured Retention 

 Deductible
– Insurer pays losses and then is reimbursed by the insured 

– Deductible included in the policy limits

 Self Insurance Retention 
– Insurer is generally not involved until the SIR is reached

– SIR does not impact policy limits 
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Certificates of Insurance  

 A 2012 law: 
1. prohibits a certificate from 

conveying a contractual 
right; 

2. provides that a certificate 
does not amend, extend, or 
alter the coverage afforded 
under a policy; and 

3. states that a certificate does 
not confer new or additional 
rights beyond the policy.

Tex. Ins. Code §§ 1811.051(b); 1811.152; 1811.153.
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Role of Insurance Broker/Agent

 Bind coverage for the insured

 Obtain pricing from various insurers 

 Discuss coverage alternatives 

 Issue Certificates of Insurance 

 Representations do not bind insurer 

 Cannot advise clients regarding legal implication of 
coverage 
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Duty to Defend versus Duty to Indemnify

 Duty to Defend
– 3rd party insurers contractual obligation to defend insured 

from 3rd party claim subject to terms and conditions of the 
policy 

– Eight Corners Rule
 Duty to Defend is determined by the insurance policy and the 

live pleading asserting claims against the insured 

 Duty to Indemnify 
– 3rd party insurers contractual obligation to indemnify insured 

for a judgement or settlement that is covered by the 
applicable policy
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Waivers of Subrogation

 Contractual insurance 
requirements should 
include broad waivers of 
subrogation from the 
party providing the 
insurance in order to 
avoid subrogation claims. 

 Applicable to 1st and 3rd

party insurance policies
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Insuring Indemnity Obligations 

 Indemnity Clause
– Contractual provisions requiring one party (the indemnitor) to 

take legal responsibility for liability of another party (the 
indemnitee)

 General liability insurance
– Typically structured to provide coverage for insured’s 

contractual indemnity obligations

 Importance
– Financial “guarantor” for third party bodily injury and property 

damage claims
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Additional Insured 

 What is an additional insured?

– A party afforded coverage under a third party’s insurance 
policy as an insured

 Typically added as an additional insured via policy 
endorsement pursuant to contractual requirements 

 Coverage afforded under additional insured endorsements 
varies significantly  
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Umbrella versus Following Form Excess Policy

 Umbrella Policy
– An excess policy subject to the specific terms and conditions 

stated in the policy

– May provide broader or narrower coverage than the 
underlying policy or policies

 Follow Form Excess Policy
– Coverage subject to the same terms and conditions of the 

underlying policy
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Notice of Claims/Reservations of Rights 

 When is an insured required to provide notice of a claim to 
a insurer? 

– Typically, policies require the insured to provide “prompt” 
notice of claims

 The failure to provide prompt notice of a claim does not 
automatically void coverage

 Insurer is required to prove the failure to provide “prompt” 
notice of a claim caused it prejudice
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Notice of Claims/Reservations of Rights 

 After a claim is filed three potential response from 
insurer:
 Denial
 Unqualified Acceptance 
 Acceptance pursuant to Reservation of Rights  

 Reservation of Rights 
 An insurer's notification to an insured that coverage for a 

claim may not apply. Such notification allows an insurer to 
investigate (or even defend) a claim to determine whether 
coverage applies (in whole or in part) without waiving its 
right to later deny coverage based on information revealed 
by the investigation.
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Questions & Contact Information

Adam Richie 
Austin – Shareholder

512.391.6131 
arichie@munsch.com

Matt Talley 
Austin – Associate

512.391.6133
mtalley@munsch.com
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