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There are a number of risk management options you and your 

organization may want to consider when faced with events such as 

the spread of a pandemic disease, for example the recent coronavirus 

(COVID-19) outbreak. There are specific insurance products, such as event 

cancellation insurance or business-travel accident policies, that can 

provide coverage for adverse effects from a “covered event” or for medical 

issues/evacuations for “covered individuals.” These policies are specialty 

products that you and your organization should consider when hosting/

attending conferences or otherwise traveling to high-risk areas.  However, 

one should be aware that Communicable Disease or similar exclusions are 

common to such policies.  Be sure that your specialty product meets your 

needs and your possible exposures.



As part of a traditional 

commercial insurance 

program, most organizations 

obtain property insurance 

with business interruption 

coverage. In light of the current 

coronavirus concerns, many 

organizations might look to their 

business interruption form to 

obtain a benefit.  Such benefits 

may include coverage for first-

party lost income, associated 

extra expense, slowdowns, 

or other “contingent business 

interruption” losses experienced 

by customers or suppliers (third-

party losses). 

In order to obtain coverage 

for business interruption or 

contingent business interruption 

claims, carriers require some 

form of proof that the property 

at issue (e.g., food stuffs, 

clothing, or factory premises) 

itself suffered some level of 

contamination. Diligent and 

thorough preparation of a record 

documenting the causes of any 

shutdown or slowdown by the 

insured will be critical in efforts 

to secure coverage. 

The damage to and/or 

contamination of the property 

at issue (first-party or third-

party) will be the focus of any 

documentation which may put 

your organization in a position 

to benefit from a business 

interruption policy.  As an 

insured, you should be aware 
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that the availability of coverage 

where no direct physical loss 

occurred is more likely the 

exception than the norm, and 

this is especially true when there 

is an absence of the necessary 

documentation of the physical 

loss.  Concerns and decisions 

not to attend usually do not 

trigger coverage.  Thus, when 

evaluating any potential claim 

for coverage, the direct physical 

loss component is the key 

element requiring analysis when 

seeking coverage under your 

business interruption form. 

In examining this component, 

an ISO business interruption 

form appears as follows: 

In the blue highlighted area, 

you can see that the carrier will 

pay “for actual loss of Business 

Income . . . caused by direct 

physical loss of or damage 

to property at premises….”.  

Coverage determinations will 

likely begin and end with this 

language.   

In addition to this ISO standard 

business interruption form, 
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following the SARS outbreak in 

2002-2003, ISO also developed 

a prototype endorsement to 

exclude property and business 

interruption losses caused 

by Virus, Bacteria, or other 

microorganism that “induces 

or is capable of inducing 

physical distress, illness, or 

disease.” Many carriers utilize 

this endorsement, although 

some industry-specific Virus and 

Bacteria endorsements, such 

as for healthcare organizations, 

may not be as limiting as the 

ISO prototype for Virus and 

Bacteria.  Please review your 

endorsements carefully.

 

Upon consideration of the 

standard direct physical 

loss language and possible 

endorsements, the general 

rule is that when a claim for 

lost business income is made 

as a result of a communicable 

disease, such as the coronavirus, 

that adversely affects the 

insured’s business, the “direct 

physical loss of or damage to 

property at premises” element 

still must be satisfied in order to 

trigger coverage.  

Aside from a direct physical 

damage path to coverage, many 

business interruption forms 

provide coverage for losses 

derived from Civil Authority 

directives. On this topic, one 

case applying Pennsylvania 

law is particularly illustrative. 

In Philadelphia Parking 

Authority v. Federal Ins. Co., 385 

F.Supp.2d 280 (S.D.N.Y. 2005), 

a Pennsylvania state-created 

agency (“Parking Authority”) 

that operated parking facilities 

at the Philadelphia airport sued 

its property insurer for certain 

business losses sustained 

when the FAA grounded all civil 

aircrafts after the 9/11 terrorist 

attacks.

In support of its position, the 

Parking Authority argued that 

the FAA’s order grounding 

civil aircrafts “effectively 

prevented ingress and egress of 

passengers into terminal areas 

of the airport and the parking 

facilities” and, as a result, 

there was a severe reduction 

in business.  In rejecting the 

Parking Authority’s argument, 

the court held that the plain 

language of the FAA’s order did 

not “prohibit[ ] access to” the 

Parking Authority’s garages, 

even though it obviated the 

need for the parking services 

  ISO, in its efforts to provide forms that reflect modern exposures, recently created two business income endorsements as a specific 
response to the Coronavirus: 

• Business Interruption: Limited Coverage For Certain Civil Authority Orders Relating To Coronavirus -Edition February, 2020; and 
• Business Interruption: Limited Coverage For Certain Civil Authority Orders Relating To Coronavirus (Including Orders Restricting Some 
Modes Of Public Transportation) -Edition February, 2020. 

An individual insurer will have to make the decision whether or not to implement (or modify and implement) these types of endorsements 
It is not clear at this point whether any insurers will be willing to offer such coverage on these forms.
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The direct physical 

loss component of your 

Business Interruption 

coverage is critical, even 

when the interruption 

results from a Civil 

Authority’s order or by 

a voluntary quarantine/

shutdown. 
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temporarily, and therefore did 

not create the potential for 

coverage under the Parking 

Authority’s policy. Consequently, 

no coverage—i.e. there was no 

damage to or unusable scenario 

pertaining to the parking 

garages. 

Hypothetically speaking, if 

the FAA had also prohibited 

access to the Parking Authority’s 

garages as part of its order, the 

Parking Authority may have 

been able to recover under 

its policy pursuant to a Civil 

Authority coverage extension.  

However, as previously stated, 

direct physical loss is still a 

requirement even when the 

loss is precipitated by a Civil 

Authority’s order.  Therefore, the 

Parking Authority would have 

had to establish that it sustained 

a business interruption caused 

by the FAA’s order as a result 

of “direct physical loss of or 

damage to property, other 

than at the premises.” Thus, 

while a more expansive and 

encompassing FAA order could 

have improved the Parking 

Authority’s argument in favor of 

coverage; satisfying the direct 

physical damage element  would 

have remained tenuous.  

An example of the operative 

language in the general ISO 

form reads as follows:

 

As you can see, when 

evaluating the direct physical 

loss requirement, we note 

that while the element must 

still be satisfied, the direct 

physical loss must occur 

somewhere in the chain, must 

be documented, and must 

directly impact the insured’s 

operations, but it need not 

be precisely on the insured’s 

premises to trigger coverage.

In conclusion, the direct 

physical loss component of 

your Business Interruption 

coverage is critical, even when 

the interruption results from a 

Civil Authority’s order or, even, 

when caused by a voluntary 

quarantine/shutdown. 

Preparing a detailed record 

documenting any interruption 

related in whole or in part to 

the coronavirus is vital to the 

potential for success of your 

claim for coverage. In addition, 

a detailed review of your 

policy language is paramount 

when considering a claim for 

losses/disruption related to the 

coronavirus. 


