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Clash of culture
In these crazy stay-at-home 

times more than just a few are 
talking about how COVID-19 
might affect corporate cultures. 

For a number of  years at Aon I 
was involved with the integrating 
of  acquired companies mostly out-
side of  the US. Corporate culture, 
such as it was, didn’t figure into 
the equation to the extent that it 
did in my earlier years with Rollins 
Burdick Hunter Co. Even before 
Pat Ryan acquired RBH there was 
a distinct culture – we knew who 
we were and mutual respect was a 
way of  life. After the acquisition, 
Pat took extreme care to look 
after all the people that made the 
business a success. Times changed 
and corporate culture became a 
buzzword thrown around by those 
who stood to make some money by 
making the term a cornerstone of  
their engagement.

Today it’s mostly small compa-
nies with dedicated owners that 
serve up corporate culture. There 
are some exceptions: Uline, a 
large family-owned business, is the 
leading distributor of  shipping, 
industrial and packaging materials 
to businesses throughout North 
America. Liz Uihlein, the President 
& founder, dishes up corporate 
culture every day and with her 
“letters” in each catalogue. Read 
one here

But for the most part, corporate 
culture is cooked up by consultants 
and public relations departments 
and mostly for external consump-
tion. Just my opinion so I asked two 
trusted wise friends what ‘corpo-
rate culture’ meant to them. Here’s 
what they had to say:

Here comes the cynic
By David Worsfold

The phrase ‘corporate culture’ 
has always bugged me. Today 
with many working from home or 
remotely journalists who write for a 
living but mostly have no business 
acumen are searching for subjects 
to unpack for their audience. 

Forgive me but the phrase “cor-
porate culture” bring out the cynic 

in me. I have seen many firms over 
my decades as a business writer 
that have boasted of  having a 
strong corporate culture. Too often 
it means a culture where confor-
mity to centrally dictated norms 
pervades the firm with individuali-
ty and genuine innovation taking a 
backseat. 

Firms that fail often exhibit 
strong corporate cultures, many 
built round the ego of  one man: 
just think of  Independent Insur-
ance and Mike Bright here in the 
UK, or the media empire owned 
by Robert Maxwell. If  you have an 
inclusive, supportive and innovative 
corporate culture you don’t need 
to shout about it from the rooftops. 
Everyone can see it and people 
who work in those firms are quietly 
loyal and proud to work there, 
making them its best advocates.

Adapting your 
corporate culture
By George Worsley

There are more than ten dif-
ferent definitions of  culture in my 
dictionary but what we are looking 
at here is the way in which all em-
ployees act together, react to each 
other, cooperate and motivate each 
other in the working environment.

Environments can differ accord-
ing to the nature of  a corporation’s 
size and activities. Also there can 
be differences in corporate culture 
depending on the global location: 
Spaniards do things differently 
from Canadians.

A lot may change, however, 
wherever the corporation is located 
or what it does, once working from 
home (WFH) or remotely becomes 
permanent. 

When I started working for a 
large insurance carrier in the City 
of  London, we had a large canteen 
(free lunches – especially the 
Christmas bonanza with roast tur-
key and you were allowed to bring 
moderate amounts of  wine with 
you), a Charlady with her trolley 
bringing us coffee in the morning 
and tea in the afternoon. The 
company had a large sportsground 
in the outskirts of  London where 

we played rugby in the winter 
and athletics in the summer – all 
sponsored by the firm. Bridge clubs 
abounded and from time to time 
they held a whist drive. We had 
French-speakers’ soirées and large 
receptions when senior officers of  
the company retired. 

True, this sort of  approach was 
more frequent for the larger corpo-
rations; smaller organisations could 
not afford that but were more 
tightly knit as a result of  their size.

Even before the lockdown 
precipitated by Covid-19 many 
of  these old ways of  working had 
changed, but the point is there 
were ample opportunities to get to 
know your fellow employees well 
enough that when you needed a 
favour, or had to go the extra mile, 
that seemed smoother because 
your colleagues were part of  your 
daily life and not a faceless cog in a 
machine.

During the last couple of  
months people have started to get 
used to working from home – and 
some haven’t – but it is true to say 
that corporate culture will change 
when many colleagues do not see 
each other on a regular basis. The 
interaction of  colleagues – and the 
management and supervision of  
them – is going to be different. 

In order to get the best out of  
everyone, corporations need to 
work out how to do that. Perhaps, 
if  it has not yet already been 
mooted, the creation of  a CCO 
(Chief  Culture Officer) role will be 
necessary to look at how the spirit 
of  togetherness (which underlines 
people’s willingness to go the extra 
mile) can be created without the 
employees actually being togeth-
er.” • 

Highlights 
Is a Risk-free Economic 
Recovery Feasible? 

Sure—It just requires a balance 
between NECESSITY, DUTY 
and POWER – read our Peruvian 
correspondent’s take on this on 
page 10

Business Interruption 

Subscribers to the Insurance Research 
Letter (IRL) are entitled to receive 
further free consultation on  
material published.
Add the Insurance Research 
Letter to your Vertafore 
ReferenceConnect library.

irl@irletter.com
Follow us:
Twitter @isninsurance
LinkedIn
Insurance Research Letter 
Lake Forest, Illinois 60045 
USA
+1 (312) 287-6021

A.B. Hodges
Editor in Chief

Editor’s Letter

Would you like to be 
published?

If  you would like to submit an 
article for consideration, send us an 
email irl@irletter.com. 

IRL Blog
Stay blog-tuned  

@ https://irletter.com/blog/ 

1  IRMI, “War Exclusion,” available online at: https://www.irmi.com/term/insurance-
definitions/war-exclusion.

https://www.uline.com/Corporate/About_President
https://www.silverplume.com/sponline/SPSage.aspx?cmd=home
https://www.silverplume.com/sponline/SPSage.aspx?cmd=home
mailto:irl%40irletter.com?subject=
https://twitter.com/isninsurance
https://bit.ly/3cRzXEs
mailto:irl%40irletter.com?subject=0419%20IRL
https://bit.ly/3cSAyGf
https://www.irmi.com/term/insurance-definitions/war-exclusion
https://www.irmi.com/term/insurance-definitions/war-exclusion


3

 INSURANCE RESEARCH LETTER • June 2020

EDITORIAL

Table of  Contents
page 6

Synopsis
NewsBriefs & People

page 7

ABC Review–Agent, Broker, 
Consultant News
NewsBriefs & People

page 8 

Recently Published

Global Briefs
Market briefs by country

page 10 

Americas
Peru
Is a Risk-free Economic Recovery Feasible?

United States
Business Interruption Insurance Coverage: The 
Next Century

Update on Proposed COVID-19 Insurance 
Coverage Legislation and Litigation: Are Cooler 
Heads Beginning to Prevail?

Demystifying Cyber Threats 

COVID-19 and Workers’ Compensation

2020’s Atlantic Hurricane Season to Have ‘Well 
Above-Average’ Activity

Is the Insurance Office Going Away for Good?

page 16

Europe
Latvia
FCMC might be morphed into a Central Bank 
division

Romania
COVID-19 pandemic changes population’s 
perception of  risks, reduces revenues, and changes 
consumer behavior

page 17

Asia & Oceania
Hong Kong
Insurance Authority releases provisional statistics 
of  Hong Kong insurance industry in Q1 2020

page 18

The Back Page
Quotes

Of  Interest

Insurance Coverage: The 
Next Century

“Consequential Coverage”, 
also better known as Business 
Interruption (BI) or Contingent 
Business Interruption (CBI) cov-
erage, has originated and there-
fore resided over time within the 
greater property insurance cov-
erage area. Other policy types 
and forms have also been known 
at times to offer coverage for 
what essentially became known 
as “loss of  income” coverage. 
The current global pandemic 
highlights the obvious need to 
further develop consequential 
loss of  income insurance that 
applies to a wider spectrum of  
potential loss scenarios. There 
seems a growing need to achieve 
true business resilience with 
determined risk management 
standards that commercial enter-
prises are dependent on. Read 
more on page 11

Update on Proposed 
COVID-19 Insurance 
Coverage Legislation and 
Litigation: Are Cooler 
Heads Beginning to 
Prevail?

In the wake of  government 
quarantine/shut down orders 
being executed in response to 
the pandemic, a flurry of  bills 
were introduced in several states 
to retroactively create—by gov-
ernment fiat—business interrup-
tion insurance under property 
insurance policies where none 
had existed. Some of  those bills 
remain pending, while others 
have now been tabled. Learn 
what legislation and litigation 
is going on in various states on 
page 12

Demystifying Cyber 
Threats 

Insurance policies often 
contain provisions, which can 
differ significantly in how they 
are worded, that purport to limit 
coverage for losses arising out of  
war or warlike actions.1 These 
so-called “war” exclusions were 

discussed following 9/11 and the 
issue again returned to promi-
nence following 2018 litigation 
in relation to losses suffered as 
a result of  the malware known 
as NotPetya. Putting aside the 
“war” exclusion, for which much 
ink has been spilled, this article 
seeks to demystify the terminol-
ogy in relation to cyber threats 
and cyber crime. Read this 
interesting article on page 13

COVID-19 and Workers’ 
Compensation

While most press reports, pub-
lic policy debates and lawsuits 
have centered on business inter-
ruption insurance, state workers’ 
compensation systems and the 
insurance products underlying 
them have been adjusting to the 
COVID-19 crisis. Read about 
the most significant develop-
ments with respect to:
• Compensability of  

COVID-19 related claims 
under state workers compen-
sation schemes; and

• The calculation of  workers’ 
compensation insurance pre-
miums.
on page 14

2020’s Atlantic Hurricane 
Season to Have ‘Well 
Above-Average’ Activity

An updated 2020 hurricane 
season forecast released by the 
Tropical Meteorology Project 
in the Department of  Atmo-
spheric Science at Colorado 
State University (CSU) calls for 
a “well above-average” level of  
tropical cyclone activity. Read on 
page 14

Is the Insurance Office 
Going Away for Good?

The coronavirus pandemic is 
already changing the way that 
American businesses operate, 
at least temporarily. But look 
closely and you can see the 
potential for long-lasting changes 
even after life returns to normal. 
Read why one of  these shifts 
might just mean the end of  the 

traditional insurance office on 
page 15

Latvia: FCMC might be 
morphed into a Central 
Bank division

In many countries Central 
Banks play a pivotal role in over-
seeing and regulation the insur-
ance industry. At the end of  May 
2020, the Ministry of  Finance 
(MoF) from Latvia submitted 
to the Cabinet of  Ministers an 
assessment prepared in co-op-
eration with the Central Bank 
of  Latvia and the Financial and 
Capital Market Commission 
(FCMC) regarding a possible 
merge between the Central Bank 
and FCMC, planned to start in 
2022 - 2023. Page 16

Romania: COVID-19 
pandemic changes 
population’s perception 
of  risks, reduces 
revenues, and changes 
consumer behavior

Following the reduced 
incomes and the changes on 
the employment segment, the 
COVID-19 pandemic also pro-
duced changes in Romanians’ 
perception of  risks and con-
sumption behavior, according to 
the latest UNSAR-IRES Barom-
eter. There are some surprising 
statistics on page 16

Hong Kong: Insurance 
Authority releases 
provisional statistics of  
Hong Kong insurance 
industry in the first 
quarter of  2020

The Insurance Authority just 
released provisional statistics 
of  the Hong Kong insurance 
industry for the first quarter of  
2020, indicating a growth of  
total gross premiums by 10.9 
percent to $165 billion over the 
corresponding period in 2019. 
Page 17
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Companies
SEC fines insurer Argo for 
failing to disclose $5.3M in 
perks paid to former-CEO 
Watson

Securities regulators levied a 
$900,000 fine against specialty 
insurer Argo Group International 
Holdings for failing to disclose 
about $5.3 million in perks awarded 
to former CEO and President Mark 
E. Watson III.

Berkshire Hathaway dumps 
its’ remaining stake in 
Travelers

Warren Buffett’s Berkshire Ha-
thaway sold its remaining stake in 
The Travelers Companies (Travel-
ers), a financial filing released by the 
Security and Exchange Commis-
sion (SEC) on May 15 revealed. 
The investments were worth about 
$43 million on December 31.

Brit & Google Cloud launch 
first algorithmically driven 
Lloyd’s Syndicate, Ki

Specialty insurer and reinsurer 
Brit has collaborated with Google 
Cloud to launch Ki, a fully digital 
and algorithmically-driven Lloyd’s 
of  London syndicate designed to 
redefine the commercial insurance 
market as a ‘follow-only’ syndicate. 
The new standalone business is 
expected to launch in 2021, and the 
pair state that its creation marks a 
step change for an industry yet to 
face the disruption seen across other 
financial services and industries. Ki, 
the Lloyd’s market’s first fully digital 
and algorithmically-driven syndi-
cate, will be accessible anywhere, 
anytime, and aims to dramatically 
reduce the amount of  time and 
effort it takes for brokers to place 
their follow capacity. It’s expected 
that this will help to drive greater 
efficiency, responsiveness and com-
petitiveness.

Cayman Captive Forum 
Cancelled

Insurance Managers Associa-
tion of  Cayman made the difficult 
decision not to hold the Forum for 
2020. IMAC is working to provide 
content to IMAC members and 

others in the form of  webinars or 
virtual events later this year. IMAC 
asks speakers to continue sending 
presentations these in if  you are 
willing to deliver these as webinars 
or virtual events - which provide 
greater opportunity for Q&A. Visit 
IMAC’s Call for Speakers web-page 
at: https://caymanintinsurance.ky/
speakers-2/ and read the import-
ant information carefully, which 
includes feedback from our Forum 
2019 on topics of  interest and the 
web-link where you will submit all 
your speaker proposals. Presenta-
tion panels should be comprised of  
2 or 3 speakers and include at least 
one Cayman captive owner/risk 
manager. Upon acceptance IMAC 
will forward a copy of  the speak-
er guidelines which will include 
important information and the 
date they need to receive your final 
presentation. The final speaker se-
lection and agenda is expected to be 
available in September 2020. If  you 
have any questions or suggestions, 
please email William Forsythe, 
General Manager, IMAC Insurance 
Managers Association of  Cayman 
@ william.forsythe@caymancap-
tive.ky

Hippo Acquires Spinnaker 
Insurance Company

Licensed Insurance Carrier Will 
Become Part of  Hippo’s Family of  
Companies. Hippo, the high-growth 
company that’s transforming 
home insurance and ownership, 
announced that it has entered into 
a definitive agreement, pending 
regulatory approval, to acquire 
Spinnaker Insurance Com-
pany, a national property and 
casualty insurer licensed in 50 
states and rated A- (Excellent) by 
A.M. Best Company. As part of  the 
acquisition, Spinnaker will join Hip-
po’s family of  companies. Hippo 
Insurance will continue to operate 
as a managing general agent with 
a portion of  its premiums to be un-
derwritten by its affiliate Spinnaker 
and the balance underwritten by 
other carrier partners. Spinnaker 
will operate independently under 
the Hippo umbrella and main-
tain its position as a best-in-class 
program and fronting company. 
Spinnaker will continue to service a 
diverse portfolio of  top-quality pro-
gram administrators and drive the 
growth of  its value-added program 

platform.

Ironshore Environmental 
Offers New 
Contractors’ COVID-19 
Remediation Endorsement

Ironshore Environmental is now 
offering a COVID-19 endorsement 
that can be added to its Contrac-
tors’ Environmental Legal Liability 
(CELL) policy for certain contractor 
classes, effective immediately. Iron-
shore’s CELL coverage responds to 
third-party bodily injury, property 
damage and remediation of  envi-
ronmental damages resulting from 
pollution incidents caused by the 
contractor’s work at a job site.  Iron-
shore’s new COVID-19 coverage 
is specifically designed for experi-
enced environmental and disinfec-
tion contractors. The COVID-19 
remediation endorsement is being 
offered on a claims-made, prac-
tice or project-specific basis with 
available limits of  up to $5 million.  
COVID-19 remediation coverage is 
available with a minimum premi-
um of  $25,000 with a minimum 
deductible of  $50,000.

Skuld agrees sale of  
Lloyd’s Syndicate 1897 to 
RiverStone – 

Norwegian marine insurer Skuld 
has reached an agreement with leg-
acy provider RiverStone for the sale 
of  Skuld Lloyd’s Syndicate 1897, 
which was placed into run-off in 
July 2019. The transaction is subject 
to regulatory approval. Read more

People
Kang Joins Allianz From 
Willis Towers Watson 
to Head Cyber in North 
America

Allianz Global Corporate & 
Specialty (AGCS) announced that 
Thomas Kang is joining the 
insurer as head of  Cyber in North 
America. Kang, an attorney, joins 
AGCS from Willis Towers Wat-
son, where he served as Global 
Cyber Product leader since 2018. 
During this time, he formulated 
cyber product strategy across both 
traditional and specialty lines of  
business. Earlier in his career, Kang 
was with The Hartford, as led and 
product manager for Cyber, Tech 
and Professional Liability insurance. 
He also spent three years at ACE 
Group in senior cyber service and 

claims functions. Based in New 
York, he will report to Paul Schia-
vone, North America regional head 
of  Financial Lines, North America 
and regional head of  Corporate 
Long Tail Lines and ART.

Chubb Appoints Chief  
Underwriting Officer of  
its North America Middle 
Market and Small Business 
Insurance Divisions

Chubb has appointed Michelle 
McLaughlin Chief  Underwriting 
Officer of  its North America retail 
commercial property and casual-
ty insurance division that serves 
middle market and small businesses 
through 48 offices in the United 
States and Canada. In this capacity, 
Ms. McLaughlin will guide the busi-
ness lines’ underwriting strategies 

Synopsis

Michelle 
McLaughlin

Marc Lipman

Thaddeus Woosley

Synopsis, Continued on page 17
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ABC Review
Aon to lead restart effort in 
Chicago

Going back to work won’t be 
business as usual. A group of  Chi-
cago companies is creating a play-
book to restart Chicago’s economy. 
Aon is leading a coalition of  major 
Chicago corporations to draw up 
safe standards for restarting the 
economy from the coronavirus 
pandemic, creating a model that 
the consulting and risk manage-
ment giant plans to expand to cities 
throughout the world. Read more

Arthur J. Gallagher & Co. 
Acquires CRES Insurance 
Services,

Arthur J. Gallagher & Co. 
announced the acquisition of  Las 
Vegas, Nevada-based CRES 
Insurance Services, LLC. Founded 
in 1996, CRES designs, markets 
and services comprehensive errors 
& omissions insurance and risk 
management services to real estate 
firms and professionals across the 
United States, particularly in the 
Southwest. The CRES team will 
continue to operate from their cur-
rent locations in Las Vegas and San 
Diego under the direction of  Kevin 
Garvin, head of  Gallagher’s North 
American Affinity operations.

Higginbotham Grows 
San Antonio Practice 
with Amerman Insurance 
Services Merge

Higginbotham and Amerman 
Insurance Services, an independent 
broker in San Antonio, Texas, have 
merged operations. The union adds 
eight commercial and personal 
property/casualty insurance and 
employee benefit professionals 
to Higginbotham’s existing local 
practice for a combined 38-person 
group. Higginbotham’s San Anto-
nio office will partner with Amer-
man Insurance to bring its single 
source solution for insurance and 
financial services to area businesses. 
The partnership is part of  Higgin-
botham’s growth strategy that sees 
it merging with other independent 
brokers that expand its capability 
to support a mounting number of  
clients seeking all-inclusive services.

Marsh unit buys decision 
workflow governance 

and automation software 
provider

Marsh & McLennan Compa-
nies, Inc.’s Oliver Wyman recently 
acquired a minority stake in Cor-
ridor Platforms, which is a leading 
decision workflow governance and 
automation software provider. In 
July 2019, Oliver Wyman entered 
into a strategic partnership with 
Corridor Platforms to offer banks 
and non-bank financial institutions 
solutions and help update and 
digitize credit extension, transac-
tions and end-to-end risk manage-
ment. This tie-up allowed Corridor 
Platforms’ unique, modular and 
cloud-based risk management plat-
form that assists in credit modeling, 
loan valuation and real-time policy 
execution to combine with Oliver 
Wyman’s competence in risk man-
agement, such as next-generation 
risk analytics, model development 
and data or process management. 
Oliver Wyman utilized Corridor 
Platforms’ solution to enable timely 
end-to-end credit decision making 
while enhancing governance. With 
Corridor Platforms, the process of  
big data and analytics can be con-
densed to a few weeks from months. 
This strategic initiative is the right 
move during these challenging 
times as demand for fast credit 
models and decisioning is at its 
peak. Notably, Corridor Platforms 
will be able to gain traction from 
Oliver Wyman’s experience in the 
forefront of  risk management and 
advanced analytics. The deal was 
struck at a time when the market is 
quite volatile with insurers facing 
high claims and new threats in the 
wake of  the coronavirus outbreak.

Munich based Marx Re-
Insurance Brokers is 
acquired by PIB Group

PIB Group Limited (PIB) has ac-
quired Marx Re-Insurance Bro-
kers, based in Munich, Germany. 
The move reflects PIB’s ongoing 
ambition of  international expansion 
and widens the Group’s proposition 
into providing reinsurance solutions. 
Founded in 2009, Marx Re is a 
reinsurance and insurance broking 
company with a global network 
of  clients. It has a major focus on 
asset-based business, primarily in 
property and construction, power 
generation and renewable energy 
sourced from Europe and Latin 

America. Led by Oliver Marx, the 
business prides itself  on the close re-
lationships that they provide to risk 
buyers and risk sellers, and the abili-
ty to offer buyers customized service 
and a global trading re-insurance 
and insurance market in which to 
find cover. The five-strong team has 
over 50 years of  combined experi-
ence between them and will remain 
within the business following com-
pletion of  the deal. Earlier this year, 
PIB also announced the acquisition 
of  the employee benefits division 
of  Sanlam Wealth Planning UK, 
and more recently BK Insurance 
Brokers and RA Insurance Brokers. 
In total, the Group has made 29 
acquisitions since December 2015 
with support by an investment 
from the Carlyle Group, one of  the 
world’s largest and most diversified 
global investment firms, with $217 
billion of  assets under management 
across four core business segments 
and 392 investment vehicles.

Nexus broking division 
acquires trade credit 
business from Howden UK

Insurance intermediary holding 
company, Nexus Group announced 
its independent broking arm Xenia 
Broking Group acquired the trade 
credit business of  Howden UK. 
Xenia will integrate Howden’s trade 
credit business with its regulated en-
tity Credit Risk Solutions Limited.

Willis Towers Watson to sell 
Max Matthiessen

Willis Towers Watson is selling its 
Swedish insurer Max Matthiessen 
to private equity firm Nordic Cap-
ital, in a bid to scale up the compa-
ny’s operations, product innovation 
and accelerate its organic as well 
as acquisitive growth. The Swedish 
firm is said to be among the top 
financial advisors within pensions, 
insurance, and investment in the 
Nordic region. Established in 1889, 
Max Matthiessen has been engaged 
in offering occupational pensions, 
asset management, and non-life 
insurance products. The company 
has 440 full-time employees. Max 
Matthiessen has nearly 30 locations 
across Sweden and reportedly has 
around 13,000 corporate clients. 
Last year, the company had reve-
nues of  SEK1.55 billion (€148m). 
In 2014, Willis acquired a stake of  
about 75 percent in Max Matthies-
sen for $205 million. 

People
Aon appoints new data & 
analytic services leader

Aon has promoted Steve Pe-
trevski as senior vice president and 
general manager of  data & analytic 
services.

Howden entices two from 
Aon

The CEO of  Aon EMEA Spe-
cialty Luigi Sturani and Chief  
Commercial Officer, Aon EMEA 
Specialty Enrico Nanni have 
resigned from the global broker and 
will join Howden Broking Group

Woodruff Sawyer 
announces leadership 
changes

Woodruff Sawyer announced 
Andy Barrengos, Woodruff Saw-

Steve Petrevski

Andy Barrengos

Stan Loar

ABC Review, Continued on page 18
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Aon Research Details Volume of  
Representations and Warranties  
Insurance Claims

Aon has released the “Representations and Warranties 
Insurance Claim Study: An analysis of  claim trends, data, and 
recoveries” analyzing data it has collected with respect 
to nearly 2,500 representations and warranties (R&W) 
insurance policies placed by Aon in North America, 
as well as approximately 340 claims made on those 
policies during the same period. The report’s findings 
show that a consistent percentage of  insured deals over 
the study’s four-year period resulted in a R&W insur-
ance claim and significant claim payments were made:
• On average across the study period, claims were 

filed on approximately one out of  every five R&W 
policies.

• Aon clients received more than $350 million in 
claim payments above the policy retention.

• Of  the 340 claims:
• 30% of  claims were resolved, where insurers either 

paid loss to the policyholder or acknowledged loss 
within the retention;

• 54% remain active; 12% are inactive; and
• 4% were denied.

Busy Atlantic hurricane season predicted 
for 2020

Multiple climate factors indicate above-normal 
activity is most likely. An above-normal 2020 Atlantic 
hurricane season is expected, according to forecasters 
with NOAA’s Climate Prediction Center, a division of  
the National Weather Service. The outlook predicts 
a 60 percent chance of  an above-normal season, a 
30 percent chance of  a near-normal season and only 
a 10 percent chance of  a below-normal season. The 
Atlantic hurricane season runs from June 1 through 
November 30. Read more

IUMI Eye Newsletter June 2020
Read here

Business Insurance’s list of  highest paid 
insurance executives

Read here

Zurich: Societal Risks in a Post  
Covid-19 Era

Increasing inequality, shifting consumer behaviors 
and record levels of  unemployment mean hard lessons 
need to be re-learnt. John Scott, Head of  Sustainabil-
ity Risk and Zurich Insurance comments in the WEF 
& Zurich Insurance Covid-19 Risk report: “Increasing 
inequality, dramatically shifting consumer behaviors and a lock-
down that is having a significant toll on young people’s prospects, 
mental health and wellbeing are highly interdependent issues 
which impact the global economy, geopolitics and our societies 
in equal measure. On top of  this, we are already seeing record 
levels of  unemployment due to lockdown measures and are having 
to re-learn hard lessons - in particular that social deprivation 
determines health outcomes.” •

Global BriefsRecently Published
China – China Pacific Insurance 
gets green light for London listing

China Pacific Insurance Group has 
received regulatory approval to issue 
125.73m global depository receipts (GDRs), 
which will be listed on the London Stock 
Exchange. The green light was granted by 
the China Securities Regulatory Commis-
sion. Swiss Re has agreed to be a corner-
stone investor by subscribing to a stake of  
up to 1.5 percent, China Pacific said. The 
Swiss insurer will be subject to a three-year 
lock-up. The listing of  the GDRS is under 
a stock exchange cooperation scheme, 
known as the Shanghai-London Stock Con-
nect scheme. The GDRs represent about 10 
percent of  the insurer’s A shares traded on 
the Shanghai stock exchange, China Pacific 
said. The Shanghai-based insurer is the 
second company to be approved for listing 
under the so-called Shanghai-London Stock 
Connect programme launched in June 
2019. Brokerage Huatai Securities is its first 
and only listing to date

Hong Kong – Insurance Authority 
warns against fraudulent website 

The Insurance Authority (IA) today (19 
May 2020) alerted the public to a fraudulent 
website with the domain name of  “http://
www.baofengins-hk.com”. The fraudulent 
website purports to be the official website 
of  an authorized insurer of  Hong Kong, 
Paofoong Insurance Company (Hong Kong) 
Limited (Paofoong). Paofoong has confirmed 
that it has no connection with the fraudulent 
website. The case has been reported to the 
Hong Kong Police Force for further investi-
gation. Anyone who has provided personal 
information to the website or has conducted 
any insurance transactions through the web-
site should contact Paofoong Customer Ser-
vices Hotline at 2290-3580, and report the 
case to the Hong Kong Police Force. Any 
company carrying on insurance business 
in or from Hong Kong must be authorized 
by the IA under the Insurance Ordinance 
(Cap. 41). The full list of  authorized insurers 
in Hong Kong can be found on the Register 
of  Insurers on the IA website.

United Kingdom – Trade Credit 
Insurance backed by £10 billion 
guarantee
• Government to provide guarantees of  up 

to £10 billion to Trade Credit Insurance 
schemes for business-to-business transac-
tions. 

• Trade credit insurance coverage to be 
maintained across the market in light 
of  COVID-19, with up to £10 billion 
government backing

• Measures will support thousands of  
businesses by protecting against customer 
defaults or payment delays

• Scheme is available on a temporary basis 
for nine months, backdated to 1 April 
2020, and available insurers operating in 
the UK market

Note to Readers: 

• Trade Credit Insurance underwrites 
an estimated £350 billion of  economic 
activity of  more than 630,000 businesses 
in the UK each year. It insures suppliers 
selling goods against the company they 
are selling to defaulting on payment, 
giving businesses the confidence to trade 
with one another

• Due to coronavirus and businesses strug-
gling to pay bills, there is a risk of  credit 
insurance being withdrawn or premiums 
increasing to unaffordable levels, which 
could cause serious issues for liquidity and 
working capital across business supply 
chains

• The scheme will be delivered through a 
reinsurance agreement that is open to 
all insurers currently operating in the 
UK market, covering both domestic and 
overseas trade with payment terms of  up 
to 2 years

• The scheme rules will also require partici-
pating insurers to comply with certain un-
dertakings regarding the conduct of  their 
business during the period of  the scheme. 
This includes conditions that insurers will 
forgo profits and will not pay dividends or 
bonuses for senior staff for their guaran-
teed Trade Credit Insurance business

• To protect businesses that the private 
credit market cannot insure, export credit 
insurance is also available from UK Ex-
port Finance to cover UK exports to 180 
countries. Government-backed export 
insurance from UKEF can protect the 
230,000 businesses that export from the 
UK against the risk of  not getting paid 
when selling internationally

• Implementation of  the scheme is subject 
to state aid approval, agreement of  full 
form documentation with insurers and 
acceptance of  applications from insurers 
for participation •

https://aon.com/risk-services/amats/2019rwclaims
https://aon.com/risk-services/amats/2019rwclaims
https://aon.com/risk-services/amats/2019rwclaims
https://www.noaa.gov/media-release/busy-atlantic-hurricane-season-predicted-for-2020
https://iumi.com/news/iumi-eye-newsletter-june-2020
https://www.businessinsurance.com/article/20200602/PHOTOS/912334860/Highest-paid-insurance-executives-2020-AIG-Duperreault-CNA-Robusto-Chubb-Greenbe
https://www.zurich.com/knowledge/topics/workforce-protection/societal-risks-in-post-covid-19-era
https://www.zurich.com/knowledge/topics/workforce-protection/societal-risks-in-post-covid-19-era
https://ia.org.hk/en/
https://ia.org.hk/en/supervision/reg_insurers_lloyd/register_of_authorized_insurers.html
https://ia.org.hk/en/supervision/reg_insurers_lloyd/register_of_authorized_insurers.html
https://www.gov.uk/guidance/export-insurance-policy
https://www.gov.uk/guidance/export-insurance-policy
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PERU 
Is a Risk-free Economic Recovery Feasible? 
By Antonio Attías and Idan Cabello

Sure—It just requires a balance between NECESSITY, DUTY and 
POWER

The words “NEED”, “CAN” and “HAVE TO” are commonly used on 
a daily basis, yet their definitions and differences are sometimes misunder-
stood. 

Understanding each word leads to the decisions that guide the lives of  
people and organizations, for example, the responsibility to exist or create 
employment. 

Let’s look at these definitions according to the Spanish dictionary:
• Necesitar (need): From Latin “necessitas,” and this from “necesse” (“in-

evitable,”) the prefix “ne” means “no” and the verb “cedere,” means “to 
stop.” This means “not to stop”—that is to say, something that a person 
or organization pursues without stopping until it is achieved.

• Deber (have to): From Latin “debere,” and this from “de-
hibere” composed of  the prefix “de” which means “depri-
vation” and the verb “habere” which means “to have.” It is 
understood then, as the idea of  an obligation and commit-
ments undertaken.

• Poder (can): from Latin “potere,” and this from “posse,” 
being interpreted as the possibility and therefore being able 
to do what you set your mind to.
Regarding CAN, meaning to have power to, understood as 

the action that is exerted on human beings by human beings 
themselves, we consider that the first power concerns oneself, 
so in the case of  a person, it could be called—if  we are allowed 
and to simplify such a complex definition—“self-control” and 
in the case of  an organization it can be called “safe produc-
tion.” 

That said, and focusing on companies, some logical ques-
tions arise as follows: 

Could we call this “safe production” a DUTY beyond 
POWER?
Or does that “safe production” go beyond that and become 

Americas

WORLD NEWS 

World News: Americas

GOVERNMENT COMPANY WORKER

I NEED TO

Revive all the 
economic activities 
gradually to recover 
and improve the 
quality of life of 
citizens.

Restart production 
to comply with 
workers, suppliers, and 
creditors, considering 
that 20% of my payroll 
is at risk and not 
working.

Maintain my 
creative and 
productive 
capability, which 
involves being in 
good health.

I HAVE TO

Ensure an adequate 
level of public health 
and implement 
policies to ensure 
decent employment. 

Maintain the labor 
rights of the entire 
payroll, considering 
that I only have 80% of 
the workforce.

Cover the basic 
needs of my 
family such as 
food, shelter, 
education, etc.

CAN I?

Guarantee the 
constitutional right 
to work of every 
citizen.

Restart operations 
safely, make up for lost 
time and recover the 
production capacity 
that was shut down?

Work without 
compromising my 
safety and that of 
my colleagues?

a NECESSITY?
For this reason, we state that any preference, understanding, discrepancy 

or imbalance between any of  these concepts, reduces the sense of  responsi-
bility and increases the risk that irresponsible behaviors and actions will be 
carried out and even supported and/or allowed.

But what is RESPONSIBILITY?
It is the ability to answer for our rights and duties before others. It is to 

have the power to confront and accept the consequences of  our behavior 
and actions.

Claiming to be a responsible person or company implies defending our 
rights and fulfilling our duties in search of  balance: “Exerting power to 
meet the needs of  society and thus fulfill our duty within the social system 
in which we work.” This is our responsibility.

Applying this definition of  responsibility to the current situation in Peru, 
we see that we have many scenarios worthy of  analysis.

For example, the case of  the newly updated At-Risk Population group (*, 
below).

Thoughts as Occupational Health and Safety 
professionals:
1. We must understand that there are strong preferences at a personal or 

corporate level for any of  these concepts, which undoubtedly impact on 
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Americas
the sense of  responsibility and accountability. This implies additional 
work on our part to always maintain the balance. 

2. We have new challenges in managing the physical and mental health 
risks that will emerge from new working environments.

3. It is time to demonstrate our added value, as we could ensure that com-
panies with creative, innovative, competent, intelligent safety areas are 
the ones that will manage to stay competitive in the market. 

4. It is worth mentioning that besides what has been analyzed here, “I 
want” appears as a new element within the equation that we must keep 
in balance, since there are people who do not follow the rules and reg-
ulations, and not because it is necessary, but simply because they “don’t 
want to”, as part of  a misunderstood exercise of  power. 

(*) At-Risk Groups: 
A group of  people with individual characteristics associated with a 

higher risk of  complications from COVID-19. People over 65 years old or 
who have comorbidities such as: high blood pressure, diabetes mellitus, car-
diovascular diseases, asthma, chronic lung disease, chronic kidney failure, 
cancer, obesity or other immunosuppressive conditions.
Reference: Ministerial Resolution N° 283 – 2020 – MINSA 

UNITED STATES 
Business Interruption Insurance Coverage:  
The Next Century
By Annette Hofmann and Meyer Mandel

“Consequential Coverage”, also better known as Business Interruption 
(BI) or Contingent Business Interruption (CBI) coverage, has originated and 
therefore resided over time within the greater property insurance coverage 
area. Other policy types and forms have also been known at times to offer 
coverage for what essentially became known as “loss of  income” coverage. 
The current global pandemic highlights the obvious need to further develop 
consequential loss of  income insurance that applies to a wider spectrum of  
potential loss scenarios. There seems a growing need to achieve true busi-
ness resilience with determined risk management standards that commer-
cial enterprises are dependent on. Before Covid-19, it was not even part of  
the debate whether a pandemic would be part o floss-of-income insurance, 
even though our new technological realities allow us to respond to this need 
of  evolving loss potentials. 

A day does not go by lately without an article or some other news source 
dedicated to a discussion surrounding insurance industry payouts for 
this new pandemic. These dialogs amongst legislators, attorneys, policy 
holders, carriers and just anyone willing to render an opinion or comment 
on whether the Business Interruption coverage is going to be the source 
of  a claim followed by a payout. Even Christopher Swift, CEO of  The 
Hartford, revently pointed out that “ever since the pandemic began, some 
plaintiffs’ attorneys have been pushing a false narrative, claiming that … 
insurance companies owe money to businesses shuttered by Covid-19 and 
we improperly refuse to pay. These lawyers want to turn our customers’ 
carefully protected and managed premiums into an all-purpose rainy-day 
fund, which they were never intended to be. That’s not how insurance 
works nor is it a realistic solution to this economic conundrum caused by 
the shutdowns”. While Mr. Swift is correct, when there are missing parts 
in the insurance coverage provided, this is where the risk management func-
tion has fallen short and needs to be addressed. 

For consequential losses emanating from the property sector’s BI or CBI 
policies, a claim is typically triggered only if  there was a physical loss. The 
economic loss component covering financial losses to the running business 
would have to be the result of  an insured physical loss incurred to the 
property - whether their own or one of  their vendors. While cyber policies 
and other liability forms might also have provisions for consequential losses, 

coverage for financial losses to a running business is a lot less popular. 
A recent press release quoting Chubb Ltd’s CEO Evan Greenberg, states 

that exposure will come from travel insurance, A&H, Business Interruption, 
Surety, Trade Credit, and Workers Comp. Perhaps even from Errors and 
Omissions policies for creating gaps in coverage for not anticipating inter-
ruption from other known perils and its impact to the entity. 

We have seen many instances historically where physical loss to a 
property was not the sole cause of  economic loss destabilizing the finan-
cial health of  the business’ balance sheet, the global catastrophic nature 
of  the COVID-19 pandemic has highlighted the enterprise risk manage-
ment (ERM) shortcomings of  BI/CBI residing in the traditional property 
policies, and having to find consequential loss coverage that would match 
the same terms and conditions from other underwriters in other sectors. 
Businesses, large or small, need the “indemnification” provision to maintain 
normal operations or financial viability. Relying on BI or CBI coverage is 
prudent risk financing and should never be overlooked in any ERM pro-
gram. However, it must trigger regardless of  the peril, it is very limited in 
scope and can be irrelevant if  it is narrowly included only within the realm 
of  property coverage. When financial disruption occurs due to a cyber 
attack, a political risk crisis, or even a products liability decreasing profits, 
there is no less strain on the necessity to maintain financial and operational 
stability for the sake of  business continuity. A pandemic is just another peril 
in a long list of  possibilities which can cause an interruption.

A trail blazing Scottish broker and actuary, Ludovic McLellan Mann, 
introduced consequential loss coverage as part of  the property policy forms. 
The immediate need is for a new trail-blazer to expand the claims trigger 
of  BI and CBI to incorporate multiple perils. Just like a homeowners in-
surance policy became an umbrella for the property and liability coverages 
pertaining to personal property in one policy, so too a new “Comprehen-
sive” BI/CBI umbrella is needed to cover all aspects of  Supply & Demand 
Chain Insurance. 

Whether BI or CBI loss is caused due to property, marine/inland-ma-
rine/cargo, political risk, trade credit, cyber, products liability, pandemic 
(A&H), or even workers comp (like a NBCR terror attack), submitting the 
same exact risk(s) to all these different underwriting silos is not feasible, 
efficient or logical. Every underwriter will have their own wording, terms 
and conditions for the same risk(s). How does this make any sense for any 
corporate Risk Manager? Which broker will accumulate all these responses 
from all the underwriters and all the carriers they approached and then 
present to their clients? 

One can only imagine the conversation between a risk manager and 
their broker or insurance advisor. Carrier A will provide coverage for perils 
A, C, D but not B unless the deductible is excess of  a certain amount, while 
Carrier B will provide consequential loss coverage for B, D, and G and pos-
sibly A if  there was a limit on a specific criteria. A nightmare with a colossal 
headache in the making. 

Yet, a solution is most timely and extremely necessary. The president of  
NAMIC, Charles Chamness, recently said, “Pandemics simply are not in-
surable risks; they are too widespread, too severe, and too unpredictable for 
the insurance industry to underwrite”. Is this really the case? An uniden-
tifiable risk should not be insurable when it is unquantifiable. Many high 
severity low frequency events fall into that category have been deemed for 
years to be outside the realm of  traditional actuarial principles, lacking the 
law of  large numbers. If  people died because of  a pandemic would their 
life insurance policies not pay out? Is that any less widespread than busi-
nesses? When SARS and swine flu occurred, model vendors approached 
the market with quantifying tools just like is available for other severe and 
unpredictable catastrophic events.

We live in a technology-infused society and capture all forms of  data, so 
that creating an umbrella policy for business interruption and even con-
tingent business interruption covering supply chain insurance needs to be 
possible simply because it is easily quantifiable. Perhaps requiring different 
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methods than those we used in the past century, but no less doable than a 
consequential loss policy was at the turn of  the 20th century. 

In conclusion, the new business interruption policy should be offered 
in a manner that can cover any business interruption (not just those losses 
that are consequential from property damage) because the business owner 
needs it in the same way as he used to need the traditional coverage. Even 
though the historical approach to quantifying risk seems not adequate any 
more, other approaches including new technology should be considered – 
and those new analytics methods are indeed available. Finally, i fit is more 
suitable fort he business owner to consider a reasonable amount of  self-in-
surance until the industry adjusts, that should also be suggested to them; 
however, a business interruption coverage as suggested here seems to be the 
superior solution. 

Update on Proposed COVID-19 Insurance 
Coverage Legislation and Litigation: Are  
Cooler Heads Beginning to Prevail?
By Judith A. Selby and Scott M. Seaman

In the wake of  government quarantine/shut down orders being executed 
in response to the pandemic, a flurry of  bills were introduced in several 
states to retroactively create—by government fiat—business interruption 
insurance under property insurance policies where none had existed. Some 
of  those bills remain pending, while others have now been tabled. 

As previously reported, these bills—no matter how well-intended—are 
misplaced, poorly drafted, and short-sighted. Retroactively changing poli-
cies by legislative fiat is simply a bad idea. It would undermine the sanctity 
of  contract and interpose risks upon insurers that they did not agree to 
undertake. It would absolve policyholders of  paying premiums commensu-
rate with risks. It would undermine the state insurance regulatory process 
in which the subject policy forms were submitted and approved. It would 
hoist upon the insurance industry obligations that only the government can 
shoulder, and the responsibility for which belongs to government. It would 
lead to the insolvency of  many insurers or the insurance industry at large, 
destroying an industry that is necessary for economic growth and stability. 
The adverse consequence would be profoundly negative, resulting in insur-
ers being unable to pay other claims that actually are covered. In sum, the 
proposed legislation would create many more problems than it solves.

It is too soon to tell for sure, but the defeat of  some of  the bills—along 
with the lack of  forward movement on others—may signal that, with the 
benefit of  additional time, thought, and information, cooler heads may be 
prevailing, at least in some states.

Legislative Update
Here is a brief  update on some of  the state COVID-19 business interrup-

tion insurance bills.
Washington, D.C.: Earlier this month, after six of  its 12 members 

raised concerns about its legality of  the proposal and the costs it would 
impose on insurers, the Washington, D.C. Council opted not to move ahead 
with a proposal that would provide coverage for business interruption insur-
ance when it did not exist under insurance policies. Council Chairman Phil 
Mendelson struck the language from a broader pandemic emergency bill to 
allow for more debate.

In opposing the legislation, the American Property Casualty Insurance 
Association (APCIA) warned that the hundreds of  millions of  dollars in 
money business interruption losses “dwarf  the premiums for all relevant 
commercial property risks in the key insurance lines for D.C., which are 
estimated at $16 million a month.” The rejected bill would have applied 
only to companies with 50 full-time employees or fewer, and gross receipts 
of  no more than $2.5 million. Earlier versions of  the legislation required 
businesses to have at least 250 employees with no revenue maximums, or 
contained a 100-employee limit. At a 250-employee cap, APCIA estimated 

that businesses would be able to claim damages of  $300 million to $1.1 
billion per month; at 100 employees, that figure ranged from $180 million 
to $780 million per month.

New Jersey: The New Jersey General Assembly passed a bill that would 
force property insurers to cover certain business interruption losses arising 
from COVID-19. Before reaching the New Jersey Senate, however, the bill 
was pulled from consideration with little explanation. Its future is uncertain.

Massachusetts: On May 21, 2020, the Joint Committee on Financial 
Services of  the Massachusetts Senate completed a hearing on Bill S.2655, 
which would mandate coverage for COVID-19-related business inter-
ruption losses and prohibit insurers from denying claims based on a virus 
exclusion or the absence of  physical damage to property. The outcome of  
the hearing is not yet known.

Louisiana: Much more measured legislation than bills previously 
proposed by Louisiana legislators are now moving forward in the state. The 
Louisiana State Senate has shelved the portion of  Senate Bill No. 477 that 
would have mandated retroactive and prospective coverage for COVID-19 
business interruption losses. A revised version of  the bill, which requires 
policies providing business interruption coverage to contain a notice of  all 
exclusions in a form to be prescribed by the commissioner of  insurance, is 
headed to the Louisiana House of  Representatives. Another bill defeated 
in committee was SB 506 by Senator Regina Barrow, which would have 
required property insurance policies to insure commercial & residential 
buildings to cover the cost of  disinfecting fumigation. The bill was volun-
tarily deferred in the House Committee on Insurance Wednesday.

Illinois: Legislation proposed in Illinois on May 21, 2020 is much more 
modest than that proposed in other states. The proposed amendment to 
Senate Bill 2135 would require the Illinois Department of  Insurance to 
appoint a task force on business interruption insurance consisting of  no 
more than 10 members representing the Department and the insurance 
industry. The task force would be charged with studying the impacts of  the 
COVID-19 pandemic on businesses and the need for changes to business 
interruption insurance policies based on those impacts, including recom-
mendations for legislation. The task force would be required to submit its 
findings and recommendations to the Governor and the Illinois General 
Assembly by December 31, 2020. The task force would be dissolved on 
December 31, 2021.

H.R. 7011, The Pandemic Risk Insurance Act Of  2020 (H.R. 
7011): Representative Carolyn Maloney, D-N.Y., a senior member of  the 
House Financial Services Committee, officially announced the introduction 
of  the Pandemic Risk Insurance Act of  2020 (PRIA), which would establish 
a federal backstop for business interruption and event cancellation losses 
resulting from a future pandemic or public health emergency declared on 
or after January 1, 2021. It would not apply retroactively to the instant 
COVID-19 pandemic.

Several changes were made to the draft previously circulated. Business 
interruption is expanded to include event cancellation insurance. The cov-
ered public health emergency would be certified by the Secretary of  Health 
and Human Services instead of  the Secretary of  Treasury. The definition 
of  insurer was expanded to include captives and self-insurance arrange-
ments. The aggregate annual coverage cap was increased from $500 Billion 
to $750 Billion. The language requiring the Department of  Treasury to 
charge a premium to participating insurers was stricken, making it unclear 
now as to how the act would be funded. Finally, the federal preemption 
language was stricken. Insurer participation would still be voluntary.

Representative Maloney stated during a news conference, “[w]e all rec-
ognize that pandemics are unique, and the economic effects of  pandemics 
can be devastating. Without a government backstop for this insurance, it’s 
not clear that insurers would or could cover pandemics.” There remains 
considerable doubt about the ability to successfully address a pandemic 
through this mechanism.

The Business Continuity Protection Program: The National 

https://www.bizjournals.com/washington/search/results?q=Phil%20Mendelson
https://www.bizjournals.com/washington/search/results?q=Phil%20Mendelson
http://www.pciaa.net/
https://malegislature.gov/Bills/191/S2655
https://www.hinshawlaw.com/assets/htmldocuments/Alerts/LA%20SB%20477.pdf
http://www.ilga.gov/legislation/101/SB/10100SB2135ham004.htm
http://www.ilga.gov/legislation/101/SB/10100SB2135ham004.htm
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Association of  Mutual Insurance Companies (NAMIC), APCIA, and the 
Independent Insurance Agents & Brokers of  America Inc. have come up 
with an alternative to the proposed federal PRIA legislation. The Business 
Continuity Protection Program (BCPP) would provide immediate revenue 
relief  for payroll, employee benefits, and operating expenses, following 
a viral emergency declaration by the President. The program would be 
run by the Federal Emergency Management Agency (FEMA) and funded 
by taxpayer dollars. Businesses would purchase revenue replacement for 
three months’ relief–for up to 80 percent of  payroll and other expenses—
through insurers that voluntarily participate in the BCPP. Protection must 
be purchased at least 90 days before the presidential declaration, according 
to the proposal. Businesses would be required to certify that they would use 
any funds received for retaining employees and paying necessary operating 
expenses and that they would follow federal pandemic guidelines. 

“Pandemics simply are not insurable risks; they are too widespread, too 
severe, and too unpredictable for the insurance industry to underwrite… 
Pandemics are a national problem, and we need a national solution,” said 
Charles Chamness, president and CEO of  the NAMIC.

Litigation Update
There also are a couple case developments favorable to insurers to 

report. 
Pennsylvania High Court Declines King’s Bench Jurisdiction: 

On May 14, 2020, the Pennsylvania Supreme Court denied an emergen-
cy application made by an insured restaurant, asking the court to assume 
extraordinary jurisdiction over its business interruption coverage suit on the 
basis of  immediate public importance. The petition also sought to establish 
a coordinated system to resolve all similar business interruption cases in the 
state.

First Substantive BI Decision Goes Insurer’s Way: On May 22, 
2020, Social Life Magazine filed a notice of  dismissal of  its business inter-
ruption coverage suit, which had been filed in New York federal court on 
April 29. The magazine had sought an injunction requiring the insurer to 
immediately pay its claim. During a telephonic show-cause hearing on May 
14, Judge Caproni denied the insured’s emergency application and stated: 
“I feel bad for your client. I feel bad for every small business that is having 
difficulties during this period of  time. But New York law is clear that this 
kind of  business interruption needs some damage to the property to pro-
hibit you from going. You get an A for effort, you a gold star for creativity, 
but this is not what’s covered under these insurance policies.” A copy of  the 
hearing transcript can be viewed here. The insured wrote to Judge Caproni 
requesting that “a written order relating to the preliminary injunction 
hearing on May 14, 2020 is not required.” The policyholder voluntarily 
dismissed the case and its interlocutory appeal to the U.S. Court of  Appeals 
for the Second Circuit. 

Final Thoughts
Legislative efforts will continue to play out in the coming months, but 

if  cooler heads do indeed prevail, the extreme state legislative proposals 
will not become law. Hopefully, courts will apply the policies as written in 
coverage litigation and reject improvident efforts to circumvent traditional 
coverage litigation through class actions, King’s Bench jurisdiction, and 
other mass joinder attempts. Although insurers have scored a couple early 
wins, the COVID-19 insurance coverage wars have only just begun.

Demystifying Cyber Threats 
By Daniel Garrie and Peter A. Halprin 

Seventy-six years ago, Gen. Dwight D. Eisenhower, wrote to the soldiers, 
sailors and airmen of  the Allied Expeditionary Force on the eve of  D-Day. 
In that note, he wrote the following:

“You are about to embark upon the Great Crusade, toward 
which we have striven these many months. The eyes of the world 

are upon you. The hopes and prayers of liberty loving people 
everywhere march with you. In company with our brave Allies, 
and brothers-in-arms on other Fronts, you will bring about the 
destruction of the German war machine, the elimination  
of Nazi tyranny over the oppressed peoples  
of Europe, and security for ourselves in a  
free world.”1

Although it came at great cost given how many lives were lost, the 
success of  the invasion resulted in the liberation of  Western Europe and the 
defeat of  Germany. World War II officially came to an end, on September 
2, 1945, with the surrender of  Japan.

Insurance policies often contain provisions, which can differ significantly 
in how they are worded, that purport to limit coverage for losses arising out 
of  war or warlike actions.2 These so-called “war” exclusions were discussed 
following 9/11 and the issue again returned to prominence following 2018 
litigation in relation to losses suffered as a result of  the malware known as 
NotPetya. Putting aside the “war” exclusion, for which much ink has been 
spilled, this article seeks to demystify the terminology in relation to cyber 
threats and cyber crime.

Cyber Threats and Cyber Crime 
Various actors engage in malicious cyber activities which eschew easy 

classification3 as subtle differences are often all that separates cyber crime, 
espionage, terrorism, and “hacktivism.”4 Cyber crime, in its most simple 
distillation, is characterized as a crime which involves the use of  comput-
er-based means to commit an illegal act.5 Cyber criminals develop and use 
various tools that delve deeply and covertly into public, commercial, and 
private networks,6 and are motivated, for the most part, by financial gain. 
Per Interpol: “[c]ybercrime is one of  the fastest growing areas of  crime. 
More and more criminals are exploiting the speed, convenience and ano-
nymity that modern technologies offer in order to commit a diverse range 
of  criminal activities. These include attacks against computer data and 
systems, identity theft, the distribution of  child sexual abuse images, inter-
net auction fraud, the penetration of  online financial services, as well as the 
deployment of  viruses, Botnets, and various email scams such as phishing.”7

By contrast, the essence of  cyber espionage is gathering intelligence – 
governmental, corporate, or individual and often involves stealing trade 
secrets, intellectual property, and confidential government information. 
Despite the military nexus, and the “real and serious threat” to the state, 
cyber espionage typically will not trigger “application of  international law 
on the use of  force” but rather require a domestic or international criminal 
law response.9 

Cyber terrorism and “hacktivism” are also commonly used terms. Cyber 
terrorism has been defined as “the intimidation of  civilian enterprise 
through the use of  high technology to bring about political, religious, or 
ideological aims, and actions that result in disabling or deleting critical 
infrastructure data or information.”10 In turn, a “hacktivist” is a “private 
citizen who on his or her own initiative engages in hacking for, inter alia, 
ideological, political, religious, or patriotic reasons.”11

The Ninth Circuit Weighs In
Some of  these issues were addressed in a September 2019 “war” exclu-

sion decision by the United States Court of  Appeals for the Ninth Circuit.12 
In that case, the Ninth Circuit reviewed a lower court decision regarding 
an insurance claim by two production companies who were forced to 
relocate the production of  a television program from Jerusalem due to 
Hamas rocket attacks.13 The insurance company denied coverage on the 
grounds that the covered expenses were barred by virtue of  exclusions for 
“war” and “warlike action by a military force.”14 The Ninth Circuit rejected 
these arguments and held that “war” in the insurance context is limited to 
hostilities between sovereigns, and that while Hamas has control over Gaza, 
“Gaza is part of  Palestine and not its own sovereign state” and that Hamas 
“never exercised actual control over all of  Gaza.”15

https://www.hinshawlaw.com/assets/htmldocuments/Alerts/Tambellini%20PA%20Supreme%20Court%20Order.pdf
https://www.hinshawlaw.com/assets/htmldocuments/Alerts/Tambellini%20PA%20Supreme%20Court%20Order.pdf
https://www.hinshawlaw.com/assets/htmldocuments/Alerts/Social%20Life%20Notice%20of%20Dismissal%205-22-20.pdf
https://www.hinshawlaw.com/assets/htmldocuments/Alerts/Social%20Life%20Hearing.pdf
https://www.hinshawlaw.com/assets/htmldocuments/Alerts/Social%20Life%205-21-20%20Letter.pdf
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In particular, the Ninth Circuit noted the 
following from leading insurance treatises: [A] 
leading insurance treatise recognizes that in this 
context, “‘war’ is defined as the employment of  
force between governments or entities essential-
ly like governments, at least de facto,” because 
“[w]ar is often viewed as the method by which a 
nation prosecutes its right by force.” 10A Couch 
on Insurance § 152:3 (3d ed. 2017). Another trea-
tise notes that “while the sovereign act and war 
exclusions are not entirely irrelevant to coverage 
of  terrorist related losses, an insurer seeking 
to invoke these exclusions faces steep factual, 
legal and political hurdles” because of  caselaw 
defining war as the act of  a sovereign. 32-191 
Appleman on Insurance Law & Practice Archive 
§ 191.02 (2d ed. 2011).16

Thinking About Cyber disputes 
As cyber threats continue to increase,17 it is 

likely that there will be related insurance claims 
and disputes regarding such claims. Policy-
holders, brokers, CFOs, and risk management 
professionals should pay close attention to the 
wording of  their cyber coverages to assess wheth-
er insurers may seek to invoke “war” exclusions 
in the event of  a claim. 

COVID-19 and Workers’ 
Compensation
By Jason Schupp

While most press reports, public policy debates 
and lawsuits have centered on business interrup-
tion insurance, state workers’ compensation sys-
tems and the insurance products underlying them 
have been adjusting to the COVID-19 crisis. 
The attached paper outlines the most significant 
developments with respect to:
• Compensability of  COVID-19 related claims 

under state workers compensation schemes; 
and

• The calculation of  workers’ compensation 
insurance premiums.
These developments will continue to unfold 

as businesses reopen and a broader range of  
employees begin to return to their pre-crisis work 
locations.

Compensability of  COVID-19 Claims
State workers’ compensation schemes cover 

occupation diseases. However, it can be diffi-
cult for a worker to prove he or she contracted 
a widespread illness such as COVID-19 in the 
course of  employment. Moreover, many workers 
compensation statutes exclude diseases to which 
the general public is exposed.

To open the workers’ compensation system 
to first responders, health care professionals 
and other workers at unusual risk of  exposure 
to COVID-19, some state have implemented 
special evidentiary rules. Most of  these rules 
take the form of  a rebuttable presumption that 

COVID-19 related illnesses suffered by covered 
workers had been contracted in the course of  
employment.

Because the availability of  a workers’ com-
pensation remedy bars an employee’s negligence 
claim against his or her employer, the coming 
months may turn on the dynamics between the 
non-fault workers compensation system with 
its defined benefits and the tort system through 
which general damages are available.

Workers Compensation Premium 
Costs

The cost of  a workers’ compensation policy 
is largely driven by the nature of  an employer’s 
operations and its annual payroll. In response 
to the sudden and dramatic changes in business 
operations due to COVID-19 lockdown orders 
as well as the use of  paid furloughs and other 
temporary arrangements, workers compensation 
insurers are implementing special procedures to 
adjust premium costs to more accurately reflect 
non-COVID-19 related exposures. 

2020’s Atlantic Hurricane 
Season to Have ‘Well Above-
Average’ Activity
By Insurance Information Institute

An updated 2020 hurricane season forecast re-
leased by the Tropical Meteorology Project in the 
Department of  Atmospheric Science at Colorado 
State University (CSU) calls for a “well above-av-
erage” level of  tropical cyclone activity.

Led by Phil Klotzbach, PhD, also a non-res-
ident scholar at the Insurance Information In-
stitute (Triple-I), the CSU forecast team initially 
released its 2020 prediction in April of  this year.

In its updated forecast, CSU now anticipates 
19 named storms (up from 16 in April and in-
cluding the three named storms that have already 
formed) and nine hurricanes (up from eight) 
while keeping its estimate at four major (Cate-
gory 3-4-5; sustained winds of  at least 111 mph) 
hurricanes for the 2020 season, which officially 
started on June 1 and continues through Nov. 30. 
A typical hurricane season has 12 named storms, 
six hurricanes and three major hurricanes.

“This year’s pandemic, and the civil unrest 
of  recent weeks, have understandably distract-
ed much of  the public’s attention away from 
the risks they face from natural disasters. But 
history shows virtually our entire Atlantic and 
Gulf  coastlines have been hit by a hurricane at 
one point or another. All it takes is one storm to 
make it an active season for you and your family 
so now is the time to get your property and your 
hurricane preparedness kit ready,” said Sean 
Kevelighan, CEO, Triple-I.

“Homeowners and business owners should 
review their policies with their insurance profes-
sional to ensure they have the right amount of  
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17 See, e.g., Peter A. Halprin and Jacquelyn Mohr, “COVID-19 

Cybersecurity and Insurance Coverage,” New York 
Law Journal (Apr. 20, 2020), https://www.law.com/
newyorklawjournal/2020/04/20/covid-19-cybersecurity-
and-insurance-coverage/

http://tropical.colostate.edu/Forecast/2020-06.pdf
https://www.iii.org/about-us/non-resident-scholars/dr-phil-klotzbach
https://www.iii.org/about-us/non-resident-scholars/dr-phil-klotzbach
https://www.iii.org/about-us/non-resident-scholars/dr-phil-klotzbach
https://www.archives.gov/historical-docs/todays-doc/?dod-date=606
https://www.archives.gov/historical-docs/todays-doc/?dod-date=606
http://www.pcworld.com/article/250308/when_is_a_cybercrime_an_act_of_cyberwar_.html
http://www.pcworld.com/article/250308/when_is_a_cybercrime_an_act_of_cyberwar_.html
http://www.pcworld.com/article/250308/when_is_a_cybercrime_an_act_of_cyberwar_.html
http:// www.itworld.com/legal/293042/manual-examines-how-international-law-applies-cyberwarfare
http:// www.itworld.com/legal/293042/manual-examines-how-international-law-applies-cyberwarfare
https://www.law.com/newyorklawjournal/2020/04/20/covid-19-cybersecurity-and-insurance-coverage/?slreturn=20200510164855
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coverage to protect their properties from damage caused by either wind 
or water. That also means exploring whether they need flood coverage, 
which is not part of  a standard homeowners, renters or business policy. 
Additionally, they should take steps to make their homes more resilient to 
windstorms and torrential rain, such as installing roof  tie-downs and a good 
drainage system,” Kevelighan added.

Flood policies are offered through FEMA’s National Flood Insurance 
Program (NFIP) and several private insurers. The installation of  a wind-rat-
ed garage door and storm shutters also boost a home’s resilience to a 
hurricane.

Other hurricane season preparation tips from the Triple-I include: 
• Develop a photo inventory of  your possessions, which will ease the 

claims-filing process
• Prepare a hurricane emergency kit with a minimum two-week supply of  

essential items
• Create an evacuation plan well before the first storm warnings are issued

CSU’s updated forecast is based on a new extended-range early June 
scheme that was developed using 38 years of  past data. He noted atmo-
spheric conditions are favorable for tropical development this season. The 
forecast indicates there is a 70 percent chance of  a major hurricane making 
landfall in the continental U.S., which is considerably more than the long-
term average of  ~50 percent. CSU’s updated forecast also includes the 
three named storms which have already formed this year: Tropical Storms 
Arthur, Bertha and Cristobal. Cristobal was the earliest forming 3rd Atlan-
tic named storm on record.

“We do not anticipate El Niño conditions this summer or fall,” Klot-
zbach said. “When it occurs, upper level westerly winds tear apart hur-
ricanes as they are trying to develop and intensify in the Atlantic basin. 
Additionally, portions of  the tropical Atlantic are warmer than normal and 
the subtropical Atlantic is much warmer than the normal, providing more 
fuel for developing hurricanes.”

Is the Insurance Office Going Away for Good?
By Duke Williams

The coronavirus pandemic is already changing the way that American 
businesses operate, at least temporarily. But look closely and you can see the 
potential for long-lasting changes even after life returns to normal. 

One of  these shifts might just mean the end of  the traditional insur-
ance office. Pandemic-related lockdowns have already forced many major 
companies to expand work-from-home policies on a short-term basis. But 
having tried it, some employees and their bosses are considering more 
permanent changes.

Nationwide Mutual Insurance is going even farther. One of  the leading 
life insurance and retirement companies, the Columbus, Ohio-based com-
pany moved 98 percent of  its 27,000 employees to working from home in 
less than a week in early March.

CEO Kirt Walker told Fortune magazine that management found no 
changes in key performance indicators and no negative feedback from 
customers.

“We keep hearing from members, ‘if  you hadn’t announced you were all 
working from home, we never would have known,’” he said.

The Fortune 500 company decided to make the change permanent and 
has already shuttered five offices in Florida, North Carolina, Pennsylvania, 
Virginia and Wisconsin, and plans to shrink from 20 offices to just four.

As you face similar issues at your business, there are short-term, interme-
diate and long-term issues to consider.

Short-Term Issues
In the past, employees who worked from home had designed a setup that 

worked for them. Many workers today are doing so under duress.

Working from home during the coronavirus pandemic is complicated 
by schools being closed and businesses and workers having no advance 
planning time.

Taking care of  your school-age children, helping with their online learn-
ing, sharing home computers and internet bandwidth are all challenging 
experiences.

Not having the option of  going to the office at all is not the best way to 
make work from home on a permanent basis work.

Intermediate-Term Issues
The coronavirus is going to be with us for a while. Fear of  travel and fear 

of  crowds is going to make it hard to convince employees to return to work. 
Lack of  childcare options will continue to be a problem. And even when 
schools reopen, they may do so under staggered or limited school times.

These issues are going to last for more than the coming 12 months. Now 
is the time to adjust to the drawbacks of  the current forced and hurried 
experience.

You may need to invest in better laptops and other equipment for your 
newly remote workers. Your work-from-home staff needs quality video cam-
eras and audio to participate in the increasingly common online meetings. 

While your staff may have a home computer their kids use for gaming 
that has these features, you really do not want to expose your business sys-
tems and data to your employee’s children’s computers. You would not be 
best pleased if  your staff let their kids access the computers in your office. 
Why would you want your staff working from their kids’ devices?

You may need to provide cell phone or better phone solutions for your 
home staff. For security reasons you do not want to have company contacts 
and emails on your employee’s personal phones.

You need to hold regular weekly companywide or department-wide vid-
eo meetings with your staff. People need to keep the connections with the 
folks they have been working with in your office.

It is probably a bad idea to have your staff take the computers and print-
ers they currently have in your office home. Most traditional stay-at-home 
options are combined with remote access to networks and servers used 
through your current computers at your current physical office.

You need to put in place online methods for your customers to interact 
with your staff. This means increased use of  digital signatures, electronic 
payments and online video meetings.

Long-Term Decisions
Even in the current situation, working from home provides some posi-

tives that you should consider.
Studies over the last several years consistently show benefits to your staff 

and your company. These include:
• 13 percent to 22 percent increase in productivity
• Increased employee retention
• Lower cost for everything from rent, to office supplies, to office snacks
• Generally happier staff, higher employee morale

Increased productivity and lower costs are two things your business could 
always benefit from. In the coming economic challenge – whether it turns 
out to be a recession or even a depression – these may simply be competi-
tive advantages your need.

Take this time to plan how you should restructure your business now. As 
things settle out you need to have permanent adjustments identified and 
ready to go.

The future comes gradually, and then all at once. We may be at one of  
those tipping points, where companies shift from traditional offices in down-
town buildings to employees working from home. 

Now is the time to start planning for that future. •

https://www.floodsmart.gov/
https://www.floodsmart.gov/
https://www.iii.org/article/preparing-hurricane
https://www.iii.org/article/how-create-home-inventory
https://www.iii.org/article/preparing-hurricane
http://www.iii.org/article/preparing-effective-evacuation-plan
https://www.nationwide.com/personal/about-us/newsroom/press-release?title=042920-nationwide-announces-new-work-from-home-strategy
https://fortune.com/2020/05/11/permanent-work-from-home-coronavirus-nationwide-fortune-100/
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LATVIA 
FCMC might be morphed into a 
Central Bank division

At the end of  May 2020, the Ministry of  
Finance (MoF) from Latvia has submitted to the 
Cabinet of  Ministers an assessment prepared in 
co-operation with the Central Bank of  Latvia 
and the Financial and Capital Market Commis-
sion (FCMC) regarding a possible merge between 
the Central Bank and FCMC, planned to start in 
2022 - 2023.

Janis Reirs, Minister of  Finance, stated: 
“The synergies of  information and competen-
cies will help to assess risks in these financial 
institutions more comprehensively, leading to 
better operational, informed and problem-ori-
ented decisions. This will allow a more effective 
monitoring and development of  the financial 
sector in the future.”

Bank of  Latvia considers that an important 
outcome that will result from the merger of  the 
two institutions will be a more effective way to 
promote financial stability and mitigate systemic 
risks, given the wider pooling of  knowledge and 
skills and faster exchange and use of  information.

The planned benefits also include a more 
comprehensive view over changes in Latvian 
financial and capital markets, as well as a more 
efficient response to financial stability shocks and 
crises. Greater efficiency in the implementation 
of  macro-prudential policy and micro-prudential 
supervision is also expected by the initiators of  
the project, as well as a more efficient administra-
tive process for the competent authority to take 
decisions and appeal. Annual operating costs 
could also drop by 3.4% starting with the third 
year after the merge.

Currently, in 11 out of  19 euro area member 
states the central banks are actively involved in 
the supervision of  the financial sectors. Santa 
Purgaile, Chairwoman of  FCMC, emphasized: 
“The implementation of  monetary policy and 
financial sector supervision functions in a single 
institution is not a unique case. There are several 
countries in Europe where such a model was 
successfully implemented.”

Although the merge seems like the obvious 
next step, a few problems might arise. The most 
significant risks come from a greater concen-
tration of  influence in the financial system to a 
single institution, as well as a potential conflict of  
interest between monetary policy, macro-pruden-
tial supervision and micro-prudential supervi-
sion, especially the risk of  incorrect incentives.

The MoF’s report indicates that the supervi-
sory, resolution and defense system activation 

functions may have a potentially negative impact 
on the Central Bank’s reputation, which is an 
important precondition for the conduct of  
monetary and macro-prudential policies. It is 
also possible to challenge Central Bank assets in 
connection with micro-prudential and resolution 
decisions, which may limit the Central Bank’s ca-
pacity and jeopardize its financial independence.

However, the identified risks must be managed 
by implementing appropriate risk mitigation 
measures, including the appropriate division of  
duties, rights and responsibilities, the operation 
of  the internal control system and the regulatory 
framework. With regard to decision-making at 
the Bank of  Latvia’s decision-making level, it 
should be noted that key Eurosystem policy-mak-
ing and implementation decisions (e.g. monetary 
policy decisions) and a large number of  indi-
vidual decisions in the area of  micro-prudential 
supervision are taken by the Governing Council 
of  the institution. Certain types of  decisions 
(such as individual supervisory decisions) would 
be delegated to a dedicated Monitoring Commit-
tee, the proposed project mentions.

Martins Kazaks, Governor of  the Bank 
of  Latvia, said: “There are several important 
preconditions required for a smooth inclusion of  
the FCMC in the Bank of  Latvia (...). One of  the 
most significant is changing the Central Bank’s 
governance model, including the separation of  
monetary policy and financial sector supervisory 
functions. Therefore, one of  my short-term pri-
orities will be the development of  a new, modern 
law ‘On the Bank of  Latvia’.”

FCMC was established in July 2001. FCMC 
acts as an autonomous public institution, 
which carries out the supervision of  Latvian 
banks, credit unions, insurance companies and 
insurance brokerage companies, participants of  
financial instruments market, as well as private 
pension funds, payment institutions and electron-
ic money institutions. Starting October 2019, 
the institution has been led by Santa Purgaile, 
Chairwoman of  FCMC.

ROMANIA 
COVID-19 pandemic changes 
population’s perception of risks, 
reduces revenues, and changes 
consumer behavior

Following the reduced incomes and the chang-
es on the employment segment, the COVID-19 
pandemic also produced changes in Romanians’ 
perception of  risks and consumption behavior, 
according to the latest UNSAR-IRES Barometer.

The complete results of  the annual sociologi-
cal research conducted by IRES (the Romanian 

Institute for Evaluation and Strategy), at the 
request of  UNSAR (the Romanian National 
Union of  Insurance and Reinsurance Societies), 
will be published this month.

Thus, according to the Barometer, 63 percent 
of  the Romanians over 18 years old stated they 
have incomes like those before the emergency 
state was established, while 28 percent of  them 
now have lower incomes. In the 18-50 years 
category, the share of  Romanians whose incomes 
remained the same is 49 percent, while the share 
of  those with reduced incomes is 38 percent.

As a consequence, most Romanians say they 
will moderate their spending and will postpone 
purchases in the next period: 57 percent of  those 
over 18 years old say they will no longer buy 
a car, and 54 percent will not go on vacation 
abroad this year. Despite the context with 
increased risks, the insurance industry is not 
immune to those trends, being mentioned among 
the expenses that can be reduced.

At the same time, according to the study, 31 
percent of  Romanians are now more interested 
in home insurance, 28 percent are more inter-
ested in voluntary health insurance products, 
and one-fifth (20%) are more open to financial 
protection solutions to cover unemployment.

In what concerns the financial stability, more 
than half  of  the Romanians over 18 years old 
(55%) say they have savings to rely on in the next 
period (compared to 63 percent of  those between 
18-50 years old). A smaller share, 31 percent, 
consider they will continue to save money, given 
the lower or postponed expenses. Among the 
financial saving instruments preferred by Roma-
nians (18=50 years old) to often be mentioned 
are banking deposit, buying currency and life 
insurance with a saving component.

Adrian Marin, President of  UNSAR, said: 
“2020 is totally atypical year for each of  us, and 
the UNSAR-IRES Barometer has been extended 
to questions about the challenges Romanians 
are facing in the new context, that concerns us 
all. Our mission - to properly inform Romanians 
about risks and insurance - is doubled this year 
by consolidating the joint efforts of  the entire 
economy to respond as well as possible to the 
effects generated by the pandemic and to support 
the economic recovery.”

The study was conducted by IRES, at UN-
SAR’s request, in May 2020, on a baseline sam-
ple of  1,309 people aged between 18-50 years 
and a screening sample of  2,555 people over 
the age of  18, by the CATI method (Computer 
Assisted Telephone Interviewing), with a maxi-
mum tolerated error of  +/- 2.7 percent for the 
base sample and +/- 2 percent for the screening 
sample. • 

Europe
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HONG KONG 
Insurance Authority releases 
provisional statistics of Hong 
Kong insurance industry in the 
first quarter of 2020
Source: HK Insurance Authority

The Insurance Authority (IA) (29 May 2020) 
released provisional statistics of  the Hong Kong 
insurance industry for the first quarter of  2020, 
indicating a growth of  total gross premiums by 
10.9 percent to $165 billion over the correspond-
ing period in 2019.
(Percentage changes in brackets represent 
changes over the corresponding period of 
last year)

Long term business 
Total revenue premiums of  in-force long term 

business were $146.7 billion in the first quarter 
of  2020 (increased by 11%), mainly comprising 
$124.4 billion of  Individual Life and Annuity 
(Non-Linked) business (increased by 7.3%), $6.4 
billion of  Individual Life and Annuity (Linked) 
business (decreased by 2.7%), and $13.9 billion 
of  Retirement Scheme business (increased by 
72.7%).

On the other hand, new office premiums 
(excluding Retirement Scheme business) of  long 
term business were $35.1 billion (decreased by 
27.5%), made up of  $32.5 billion related to 
Individual Life and Annuity (Non-Linked) busi-
ness (decreased by 28.8%) and $2.5 billion from 
Linked business (decreased by 6.2%). 

One year after the launch of  Qualifying 
Deferred Annuity Policy (QDAP) in April 2019, 

around 133,000 such policies have been sold as 
at the end of  March 2020, contributing total pre-
miums amounting to $9.4 billion. The average 
age of  policyholders is 47.5, while the average 
annualized premiums per policy are around 
$71,000. Some 36,000 QDAPs worth $2.5 billion 
were issued in the first quarter of  2020, repre-
senting 7.3 percent of  total new office premiums 
for individual business. 

New office premiums in respect of  policies 
issued to Mainland visitors were $5.4 billion (de-
creased by 57.7%), constituting 15.5 percent of  
total individual business. Restrictions imposed on 
cross-boundary passenger traffic to contain the 
COVID-19 outbreak caused premiums to con-
tract by 27 percent on a quarterly basis. Critical 
illness, whole life and medical products continued 
to dominate as before, representing 48 percent, 
37 percent and 4 percent of  new policies taken 
out by Mainland visitors respectively. About 98% 
of  policies were settled at regular intervals, i.e. 
non-single premiums. 

General business 
The gross and net premiums of  general insur-

ance business in the first quarter of  2020 were 
$18.3 billion (increased by 10.1%) and $12.2 
billion (increased by 7.4%) respectively. The 
overall underwriting profit rose from $44 million 
to $329 million, propelled by better performance 
of  direct business and a significant turnaround in 
reinsurance inward business. 

On direct business, gross and net premiums 
were $13.9 billion (increased by 9.3%) and $9.4 
billion (increased by 6.3%) respectively, where 
the growth rate on a gross basis was broadly on a 
par with the corresponding period last year. Ben-
efitting partly from the introduction of  standard 

wage roll declaration since 1 January 2018, gross 
premiums of  General Liability business went 
up by 17.3 percent to $3.1 billion. Furthermore, 
gross premiums derived from Pecuniary Loss 
business surged by 76.6 percent to $700 million 
on the back of  additional demands arising from 
an upward adjustment of  maximum property 
values under the Mortgage Insurance Pro-
gramme. The growth rate of  Accident & Health 
(A&H) business slowed down to 4.2 percent from 
11.3 percent in the first quarter of  2019, with the 
Medical subclass still increasing by 6.5 percent 
but the Non-medical subclass dipping by 11.4 
percent due to reduced outbound travel. 

Direct business generated an underwriting 
profit of  $304 million (increased by 4.2%), with 
A&H business showing a profit of  $177 million 
(increased by 79.4%) as a result of  lower claims 
amidst the COVID-19 outbreak. Employees’ 
Compensation business recovered from a loss of  
$14 million to a profit of  $39 million, and the 
loss of  Motor Vehicle business improved slightly 
from $48 million to $31 million. However, an 
anticipated economic downturn and volatile 
investment environment will put mounting pres-
sure on the industry going forward. 

On reinsurance inward business, the gross 
and net premiums were $4.3 billion (increased 
by 12.9%) and $2.8 billion (increased by 11.1%) 
respectively, accelerated by capacity tighten-
ing and hardening of  rates. The underwriting 
result rebounded strongly from a loss of  $248 
million to a profit of  $25 million, on account of  
favorable claims experience in General Liability 
business and Goods in Transit business. 

A summary of  the provisional statistics and 
further details could be obtained at the IA web-
site (www.ia.org.hk). • 

Synopsis, Continued from page 6

and authority, as well as general underwriting 
management. Prior this appointment, Ms. Mc-
Laughlin served as Executive Vice President and 
Property and Marine Manager, Commercial In-
surance, Chubb North America. She began her 
career at Chubb in 1992 as an intern in the com-
pany’s Internal Audit department, and during 
the course of  her career has held a number of  
underwriting leadership roles with increasing 
responsibilities. She pursued a career in under-
writing within Chubb’s Financial Institutions 
Group in 1997, and in 2006, she joined Chubb’s 
Property team where she furthered her technical 
knowledge and underwriting capabilities.

Lloyd’s appoints new President in 
Canada

Lloyd’s announced the appointment of  Marc 
Lipman as President, Lloyd’s Canada, and 

Attorney-in-Fact (AIF) for Lloyd’s Underwriters. 
Marc Lipman assumes the role of  AIF from Lisa 
Duval, who stepped in last year on an interim 
basis and now returns to Lloyd’s International 
Regulatory Affairs in London. Marc joins Lloyd’s 
from AIG Insurance Company of  Canada, 
where he held a series of  senior leadership roles. 
Most recently he was Chief  Operating Officer 
and acted as AIG Canada’s innovation officer, 
with responsibility for leading the company’s 
transformation efforts. He also previously served 
as Vice President, General Counsel & Secretary 
and as AIG’s Chief  Legal & Regulatory Officer, 
working across their property, casualty, reinsur-
ance, life, and mortgage insurance entities. In his 
new role, Marc will report to Hank Watkins, 
Regional Director & President of  Lloyd’s, Amer-
icas. In addition to representing Lloyd’s before 
provincial and regulatory bodies, he will work 

closely with Lloyd’s distribution partners in Can-
ada and London to facilitate the development 
of  innovative risk transfer solutions by Lloyd’s 
underwriters in our third largest market globally.

QBE North America names Woosley 
SVP Broker Management & Sales

QBE North America has appointed Thad-
deus Woosley as senior vice president, Broker 
Management & Sales Operations. He is based 
in Chicago. Woosley most recently served as vice 
president, strategic advisor, Specialty & Commer-
cial, at QBE North America. He has 15 years of  
insurance industry experience and joined QBE 
in February from Aon. Most recently at Aon, he 
served as vice president – Global Broking, Com-
mercial Risk Solutions. QBE North America is 
part of  QBE Insurance Group Limited, which is 
headquartered in Sydney, Australia. • 

http://www.ia.org.hk/
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“The phrase ‘corporate culture’ has always bugged me. Today with many 
working from home or remotely journalists who write for a living but mostly  
have no business acumen are searching for subjects to unpack for their audience.” 
~ David Worsfold is a UK-based friend with 30 years experience as a journalist, mainly 

covering the insurance industry, financial services and politics but also writing on a wide  
range of  other subjects.

Il Pescatore Completo | The Complete Fisherman
This video (18:37) from Patagonia Films will change the way you think about fishing 

even if  you are not a fisherman. This is a wonderful film about fishing in Italy using a 
homemade 15-foot cane rod with lines made from the tail of  a stallion and simple flies tied 
by hand.

https://www.youtube.com/watch?v=GdXIHsGgIQM&feature=emb_rel_end

Here’s How Long These Fruits and Veggies Last (and How  
to Make Them Last Longer)

COVID-19 and the stay-at-home mandate have made home meals the new normal. 
This article from The Penny Hoarder may teach you a thing or two about fresh fruits and 
veggies. https://www.thepennyhoarder.com/save-money/how-long-does-produce-last/ 
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ABC Review, Continued from page 7

yer’s CEO since 2016, has been appointed to the role of  CEO and Chair-
man by Woodruff Sawyer’s Board of  Directors. Stan Loar is to be honored 
with the title of  Chairman Emeritus. In addition, Woodruff Sawyer’s Board 
has introduced the new position of  Presiding Director which will rotate 
annually among Board Committee Chairs; Chuck Shoemaker, Woodruff 
Sawyer’s Senior Vice President and Audit Chair, will take on this position 
effective immediately. If  you would like to read more click HERE • 
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LinkedIn
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https://www.youtube.com/watch?v=GdXIHsGgIQM&feature=emb_rel_end
https://www.thepennyhoarder.com/save-money/how-long-does-produce-last/
https://woodruffsawyer.com/about-us/press/in-the-news/andy-barrengos-ceo-chairman-stan-loar-chairman-emeritus/
https://www.youtube.com/channel/UCp_UWxvTD530uT6bv8bGPdw
https://twitter.com/isninsurance
https://bit.ly/3cRzXEs
https://irletter.com/category/episodes/
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