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Coronavirus Disease (COVID-19) continues to develop

rapidly across the globe and has already affected many |
organizations in the U.S. and abroad, with business
disruptions and supply chain issues. Governments, f(‘f’é""jﬁ EMMANUEL '\
businesses, and individuals are currently taking action ‘% RISK SOLUTIONS
against the threat of a pandemic event. This document .y ﬁre Family & We Will Protect Yours”

has been assembled to help businesses and

organizations prepare for the Coronavirus and respond

to the potential for a widespread public health

emergency.

How Coronavirus Could Impact
Your Business’s Insurance

The new coronavirus (COVID-19) outbreak Property Loss
continues to be a top-of-mind concern for

o o We anticipate that most property policies will not
organizations and individuals across the globe. As . . .
. ) ) ] respond to this event in any meaningful
COVID-19 becomes increasingly widespread, it’s not
B ) way. However, we expect coverage to be tested
only raising fears about the well-being of the . . .
. -, . . ) given the emerging nature of the risk, such as:

general public, but it’s also disrupting business

. . e Whether the presence of a human-to-
operations and creating insurance exposures.

human contagious disease/virus reaches

In fact, COVID-19 has already led to business the threshold of “direct physical damage of
interruptions, supply chain issues and significant the type insured against” or simply
liability concerns—all of which can open “property damage.”

policyholders up to claims. As such, it’s important e Given previous cases, whether the presence

of the virus (and requirement to clean it) on
the surfaces of equipment, walls, in HVAC
units, etc., constitutes “property damage.”

for companies to understand how COVID-19 can
impact their insurance policies, review their existing
coverage and determine what precautions they

need to take in order to control their losses. o -
e For those policies that do not have specific

This Coverage Insights examines potential insurance exclusionary language, whether the inability
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e How policies with specific infectious disease
endorsements/extensions, providing limited
and targeted coverage, will respond.

With any claim, policy wording and specific triggers
driving losses will determine the applicability of
coverage. We will advocate on behalf of our
clients, for the most favorable response available
under the applicable policies. That said, this is a
unique situation and losses are so significant that
future litigation may likely challenge many policy
defenses presented by insurers. Any intent to
ultimately pursue insurers will require the
documentation/support of all claim details and
losses. Tracking and reconciling this information
while losses are being sustained can be critical, as
gathering that necessary information at a later
time can be become far more difficult.

Business Interruptions

As many operations close due to COVID-19 fears,
there’s a growing question of whether or not
business interruption insurance can help
policyholders make up for lost revenue.

In the event of a loss, business interruption
insurance provides coverage for income a business
would have earned had it been operating normally.
It can also help pay for expenses like employee
wages, taxes, rent, loan payments and relocation
expenses.

Typically, business interruption insurance is
triggered by a direct physical loss or damage. Under
this interpretation, contagious diseases like COVID-
19 would not count as a covered loss.

However, some argue that COVID-19 can
contaminate physical objects like HVAC systems or
assembly lines, which in turn would force

businesses to cease operations. In these scenarios,
business interruption insurance could provide some
protection. Still, insurers may push back, making
coverage unavailable.

As with any loss, policy wording is critically
important and could make all the difference when it
comes to responding to claims.

Supply Chain Issues

Business interruption insurance is a crucial
component of risk management programs, but it
does not extend to disruptions to a third party.
That’s where contingent business interruption
insurance (CBI) comes in.

Unlike traditional business interruption insurance
that compensates the policyholder for a loss
resulting from damage to its own property, CBI lets
businesses transfer the risk of certain losses to the
property of a third party. CBl is an optional
extension of business interruption insurance that
reimburses lost profits and extra expenses resulting
from an interruption of business at the premises of
a customer or supplier.

This type of coverage is increasingly important as
COVID-19 continues to affect the global economy.
Even if a business is not located in an area where
COVID-19 has been detected, aspects of their
supply chain might be, leading to potential
disruptions without access to the products or
components they need, businesses that partner
with these manufacturers too have to stop
distribution.

While CBI could provide coverage in this scenario,
there are caveats. With CBI, the covered third-party
property may be specifically named, or the
coverage may simply blanket all customers and
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suppliers. Insureds will have to review policy
language to ensure their suppliers are included in
the policy.

Additionally, similar to traditional business
interruption policies, some form of property
damage will need to occur before coverage is
triggered. Again, contamination may constitute as
property damage depending on the policy language
and insurer.

How the Industry is Responding

The industry is taking steps to address specific
exposures brought on by the Coronavirus. The
Insurance Services Office (ISO) has drafted two new
endorsements, but they have not yet been filed or
added to the ISO portfolio of forms. The two forms
are as follows:

1. Business Interruption: Limited Coverage for
Certain Civil Authority Orders Relating to
Coronavirus and

2. Business Interruption: Limited Coverage for
Certain Civil Authority Orders Relating to
Coronavirus (Including Orders Restricting Some
Modes of Public Transportation)

Although this response is appreciated, carriers have
to file to be able to use the coverage, and currently,
that has rendered it almost impossible to obtain.

In the Event of a Claim

If a formal Property or Business Interruption claim is
filed, it will be adjusted based on the applicable
policy wording and specific details driving losses.
The following information is a starting point for
supporting a claim and should be gathered early on
as losses are being sustained.

e Develop a detailed narrative outlining the
loss

e Details of impairments or direct damage at
insured facilities

e Details that outline any Civil Actions or
Ingress/Egress issues prohibiting access to
insured locations and impairing operations

e To the best of your ability, details/specifics
impairing suppliers/receivers; It’s
recognized this can be very difficult (at best)
to achieve

e Details (including civil actions) that are
disrupting transit of materials, inventory,
etc.

e Track all costs/losses in real time. If a claim
is pursued, losses will have to be specifically
reconciled and tied to the triggers noted
above.

Every claim will be evaluated fully on its own
merits, based on the facts presented, in
conjunction with all applicable policy provisions
and the law in the applicable jurisdiction. As a
result, markets are not inclined to address
hypothetical claim scenarios and cannot
speculate as to how insurance policies might
respond to losses resulting from this virus.

Liability Concerns

COVID-19 raises a number of liability concerns,
particularly if guests, customers or employees
allege they became sick due to a business’s
negligence. When it comes to these concerns, it’s
important to take the following insurance
considerations into account:

e General Liability Insurance—General
liability insurance, sometimes referred to as
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commercial liability insurance, protects
your business from financial loss should you
be liable for property damage or personal
and advertising injury caused by your
services, business operations or employees.
It can protect you from costs associated
with bodily injuries, damage to third-party
property, personal injuries, medical
expenses, litigation and more. When it
comes to COVID-19, general liability policies
should provide coverage and allow you to
defend claims. It should be noted that, in
order for a claim to be valid, the claimant
would have to allege the virus was
contracted due to the insured’s negligence
and detail how, when and where they got
sick—all of which could be difficult to pin
down.

e Directors and Officers (D&O) Insurance—
Shareholders and other stakeholders could
sue a business should they fail to respond
appropriately to COVID-19 concerns.
Specifically, stakeholders may contend that
management failed to develop adequate
contingency plans or detail how COVID-19
could impact the company's financial
performance. It should be noted that most
D&O policies exclude coverage for bodily
injuries but may offer some protection
depending on the specific allegations.

Workers’ Compensation Insurance

In instances where an employee believes they
contracted COVID-19 at work, a number of workers’
compensation considerations come into play.
Notably, when it comes to workplace illnesses, most
state statutes only pay out benefits if the disease in

question is occupational in nature. That is to say
that communicable and contagious diseases are
generally excluded from workers’ compensation
policies.

However, coverage may be triggered if the illness
arose due to or in the course of the worker’s
employment. In general, these scenarios are
examined on a case-by-case basis, but could include
instances when:

e A health care worker contracts COVID-19 at
the hospital at which they work.

e Anairline employee contracts COVID-19
from a passenger.

e A hospitality worker contracts COVID-19,
which is later linked to a large event at
which they worked.

Preparing for a Claim

While COVID-19 introduces a level of uncertainty
when it comes to available insurance protection,
there are a number of precautions organizations
can take to prepare for a claim. To control potential
losses, policyholders should:

e  Audit existing insurance policies and their
provisions to identify potential gaps in coverage

e Review and modify existing contingency plans,
estimating the potential impact of a long-term
closure

e |dentify equipment, services, and third parties
critical for continued operation

e Have a process in place for responding to a loss,
which could include:

o Detailing how the loss occurred and the

impact the loss had on your operations
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o Tracking all losses and expenses
associated with the claim

o Highlighting how the claim could
impact third parties, like suppliers
and consumers

For additional protection, it’s important for
businesses to seek the help of a qualified insurance
professional who can help you review your
insurance programs and recommend potential
solutions to address your exposures. For more
information, contact Emmanuel Insurance today.
www.emmanuelins.com (610) 279-4349

What Can Businesses do NOW?

Businesses should prepare for potential losses and
impacts. Suggestions include:
e Review/modify business contingency plans

o Identify services critical to ongoing
operations

e Identify critical supply chain services and
examine alternatives

e Determine if there are backups in place for
critical operation functions

e Estimate the potential impact of
widespread facility closures

e Examine necessary or potentially needed
disclosures to shareholders and regulators

e Update all staff on the increase of Cyber risk
malware due to Corona subject matter

e Examine and review all alternate means and
methods with organizational stakeholders

Staff

e Review and implement health and safety
policies

e Determine if any employees have
potentially been exposed and create a plan
for preventing exposure to other employees

e Plan for employees to work from home

e Disinfect common areas and personal
workspace

e Provide employees with personal
protection equipment

e Plan to address employee health and safety
concerns

e  Work with employees and leadership to
identify and monitor potential areas of
harassment, discrimination, and bullying
due to Corona virus effects

Coronavirus appears to be transmitted in much the
same way as the flu and employees should use
common preventive measures (wash hands, hand
sanitizer, sneeze/cough into elbow, and stay home
from work). Employers should take a practical
approach to easing employees’ concerns about
Coronavirus by:

e Reviewing the company’s sick or
Paid/Personal Time Off (PTO) policies and
any applicable state or local sick leave
policies, then reminding employees of the
policies (be prepared to explain them).

e Ensuring employees know of any work from

home provision offered by the company
and how/when it may be utilized.
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Helpful Resources

For submitting a claim, please visit our website:

e Emmanuel Insurance
o www.emmanuelins.com/insurance-

claims
e OSHA Guidance:
o  https://www.osha.gov/SLTC/covid-
19/
e World Health Organization:
o https://www.who.int/health-

topics/coronavirus

e (CDC
o https://www.cdc.gov/coronavirus

e Directory of Local Health Departments- ALL

STATES
o https://www.naccho.org/members
hip/lhd-

directory?searchType=standard&lh
d-search=&lhd-state=

e Coronavirus (Covid-19): Small Business
Guidance & Loan Resources
o https://www.sba.gov/page/coronav
irus-covid-19-small-business-
guidance-loan-resources
e COVID-19 Coronavirus & Insurance
o http://www.iabforme.com/resourc
e_center/coverage issues/disaster/
COVID-19 Coronavirus.html
e How do | Apply for the Coronavirus Small
Business Loan
o https://www.zenefits.com/workest
/how-do-i-apply-for-the-
coronavirus-small-business-loan/

e PECO & PSEG Suspends Shut Off Notices
and Waives Late Fees

o https://www.bizjournals.com/phila
delphia/news/2020/03/13/peco-
suspending-service-shutoffs-waiving-
late.html?ana=e_ae_set2&j=90499840
&t=Afternoon&mkt_tok=eylpljoiWWps
aUSXWTFNREStTURjNCIsINQiOiJnWVV
wbXpQeW1uck1tQU8yaFwvRzVkVWNI
N1BmdHBaVXFEdFpldUIwQTINMO55cW
R3a0dXamRYWjhGTWc3cmZ2VIhEaEhu
OTA1YjNBbDRObLEIIS2050VBzdU4wczN
mZ216bU00KytUNys1aVROTTBNQStGOF
VYZKkNYeEE4K1BoVXVFQ28zbEdzVzZrYU
1nNkxsbOcyOTJRPTOifQ%3D%3D

o https://www.nj.com/coronavirus/2
020/03/pseg-wont-shut-off-power-
for-non-payment-during-
coronavirus-outbreak.html

e Free Meals & Safe Places for Children
while Schools are Closed

o https://www.phila.gov/2020-03-14-
find-free-meals-and-safe-spaces-
for-students-while-schools-are-
closed

This material is for informational purposes and is
not intended to be exhaustive nor should any
discussions or opinions be construed as legal
advice. Contact your insurance representative for
insurance advice, tax professional for tax advice,
or legal counsel for legal advice regarding your
particular situation. Emmanuel Insurance/Risk
Solutions does not accept any responsibility for the
content of the information provided or for
consequences of any actions taken on the basis of
the information provided.
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