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Businesses shouldn't expect compensation

Business interruption policy unlikely
to make any payout, but Keyman

insurance will

mit Aggarwal (name

changed on request), 47,

runs a garment manufac-

turing unit in Noida. To
protect his establishment, he has
purchased aproperty/fire insurance
cover. Bundled within his policy is
what's called a business interruption
{or BL also called ‘loss of profit’) cov-
er. His unit has come to a standstill
owing to the lockdown. Aggarwal is
keen toknow ifthe Bl cover will com-
pensate him for his losses.

Abundled cover: General i insurers
offer the BI cover to

business then the
claim under the BI policy gets trig-

red,” says C R Mohan, senior vice
president and national head-prop-
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M

cannot be made due to two rea-

sons. “While businesses have

interrupted, there has been_no
property damage. And even if there
has been property damage, it is not
nota covered peril under this poli-

Subrata Mondal, executive vice
president, IFFCO Tokyo General
Insurance,

establishments like restaurants,
shops, factories, etc. This cover
comes bundled with a property/fire
policy. The latter provides protec-
tion against loss or damage due to
events like fire, flood, cyclone,
earthquake, riots, etc.

Will Covid-19 be covered? Those
belonging to the general insurance
industry say there will not be a pay-
out. The BI cover, they say, comes
with the ‘material damage’ proviso.
It means no Bl claim will be admis-

“Unless there is actual physical
damage to the property due to an
insured peril, the business interrup-
tion cover will not trigger,” he says.

Some legal experts, too, agree.
“As things stand currently, business
interruption is usually only
attributable to accidental physical
loss or destruction or damage to
property and would not cover the
impact of Covid-19 on business
interruption per se,” says Aparafit
Bhattacharya, partner, DSK Legal

Experts at consultancy firms say

due to mould and fungi — both of

which are very rarely bought as cus-

tomers economise on their insur-

ance premium,” says l(x\'dccp K
d

establishments in India actually
possess the BI cover — less than
0.1 per cent of those who buy a
property policyalso buy the Bl cov-

and

=
23

Pw(l India.
‘The BI policy comes with an
exclusion that says Bl loss shall not

age claim caused by an ‘insured
peril’. “If a claim is admissi
ul

isa

only if they have bought a separate
pandemic cover. “Pandemic is a
separate cover which needs to be
bought, and likewise for damage

be payable if it i d dueto any
restriction on operations imposed
by public authorities (as has hap-
pened in the present case).
Moreover, very few commercial

D fora standard fire
policy is 0.015-050 per cent of the
insured value, depending on the
nature of the goods and products
secured. An equivalent rate is
charged for the BI cover due to fire
and allied perils.

The bottom line, according to
legal experts, is to look at the fine
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'W 1 COST OF KEYMAN INSURANCE POLICY

Age  Sum Payment  Premium  Smoker/

insured term term ®  non-smoker
(xcrore)  (yrs)

31-35 1 40 Syears 56,000  Non-smoker
25-30 8 5 Annual 85,000  Smoker
35-40 8 5 Annual 56,000  Non-smoker
45-50 10 20  One-time 45,00,000 Non-smoker
45-50 10 20  Annual 3,00,000  Non-smoker
45-50 10 20  10years 7,00,000  Non-smoker

“UNLESS A CUSTOMER BOUGHT THE

ANDEMI( COVER
BUSINESS CLOSURI

I.OCKDOWN WILL NOT BE COVERED

AND THE INSURER
HAD IT REINSURED SPECIFICALLY,
E DUE TO THE

s

UNDER AN ORDINARY BUSINESS

INTERRUPTION POLICY"
JOYDEEP K ROY,

Partner and Leader-Insurance, PwC India

print of your policy document. “If
“loss of profit' is one of the insurable
interests under the policy and the
event insured against is ‘occurrence
of a pandemic’, only then will the
insurance holder get a pay-out,”
says Jayashree Parihar, senior asso-
ciate, PSL Advocates & Solicitors.

The SARS pfl'ecedﬂ'm The Severe

A

outs happened then either. “In
India, as far s I am aware, no pay-
outhappened because no pandem-
ic cover was available” says Tarun
Mathur, chief business officer, gen-
eral insurance, Policybazaar.com.

After SARS, general insurers, in
fact, tightened their policies. “By
mid-April 2004 the SARS exclu-
sion vas issued almost universally.

Acute  Respi
(SARS) pandemic started in
February 2003. Sources say no pay-

‘They inserted
ease exclusions o prevent poten-
tial losses from the virus in the

future, This might affct the pre-
sent Covid-19 situation, uch an
Srlusion s mentionsin thepok
icy,” says Parihar.

Will force majeure apply? This
clause in a contract lists the circum-
stances under which it may become
impossible for one or both the par-
ties to fulfil the contract. The force
majeure clause frees both the par-
ties from their contractual obliga-
tions. Says Mondal: “Both the insur-
ance regulator and the General
Insurance Council (GIC) have
issued clarifications in this regard.
Just being a force majeure is not
enough. The material damage pro-
vision also needs to be fulfilled.”

Disputes cannot be ruled out:
Experts do, however, anticipate
legal disputes over this issue.
“There is likely to be considerable
debate regarding whether the lock-
down caused due to Covid-19
amounts to physical damage.
Policies rarely define what is meant
by physical damage. In such acase,
all sorts of common law cases and
principles are going to be debated
in courts,” says Bhattacharya.

Keyman insurance will be
triggered: Even if there is no pay-
out under the BI cover, a commer-
cial establishment could receive
compensation under Keyman
insurance. “If a company has pur-
chased Keyman insurance for its
directors, and one of them passes
away due to Covid-19, then a fixed
amount will get paid,” says Mathur.




