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memo provides context for and guidance on some of the most pressing insurance questions in the 
current climate, and looks at cases from analogous events like the September 11, 2001 terrorist 
attacks and the spread of other infectious diseases, and also examines potential market-changing 
events such as legislative efforts to mandate insurance coverage. 

The scope and likelihood of coverage may be impacted by events and issues outside policy 
language. For example, there are several legislative efforts underway to address the scope of 
business interruption coverage, including three in the United States House of Representatives and 
one in the state of New J ersey.1 Similarly, in light of the unprecedented and expected increase in 
COVID-19-related claims, AM Best is working to develop a new stress test to assess insurers' 
balance sheets, including risks factors like capital levels and reserve adequacy.2 

We address the key questions related to each of these issues below. 
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1) Do business interruption insurance policies provide coverage for lost profits as a
result of COVID-19 related interruptions?

It is anticipated that an increasing number of business owners will look for coverage under 
business interruption policies in 2020 as companies across the world face unprecedented levels of 
supply chain disruptions and closures in the midst of the COVID-19 pandemic. Business interruption 
insurance is a specialized product that compensates a business for its lost profit and certain expenses 
when its operations are affected by damage to property that impairs or prevents normal operations. 
These policies may also provide contingent business interruption insurance that reimburses lost profits 
and extra expenses resulting from an interruption of business at the premises of a customer or supplier. 
Business interruption coverage can be sold as a standalone product or as part of a comprehensive 
property policy. These policies contain specific limitations to the scope of coverage that will be 
relevant to the current pandemic. Insurers and policyholders should therefore carefully consider the 
policy terms for COVID-19 related losses under such policies. 

The first consideration is whether the business interruption policy contains a specific exclusion 
for losses related to a virus or illness. For example, in 2006, the ISO published form CP 01 40 07 06, 
titled "Exclusion for Loss Due To Virus Or Bacteria" (the "Virus Exclusion"). This Virus Exclusion 
excludes coverage for any "loss or damage caused by or resulting from any virus, bacterium or other 
microorganism that induces or is capable of inducing physical distress, illness or disease." The Virus 
Exclusion is part of ISO's Standard Property Policy, and explicitly applies to "forms or endorsements 
that cover business income, extra expense or action of civil authority." 

With respect to policies where the Virus Exclusion is not present or found not to apply, there 
may be other barriers to coverage. For example, business interruption policies only cover losses 
caused by, or occurring in connection with, "damage to or destruction of [the insured's] property." 3 
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