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Before the outbreak of the virus, did your 
organisation have a risk transfer mechanism in 
place for pandemics, such as an insurance policy? 

The great majority of respondents had no risk transfer 
instrument in place for pandemics. 16% said they had a 
risk transfer instrument in place going into the pandemic; 
12% self-insured. 

There is no overlap between the two responses.  We understand 
‘Yes’ responses to mean that those risk and insurance managers 
had purchased some form of coverage from the insurance 
market. The question did not specify what type. In some 
markets, products such as ‘event cancellation’ insurance did 
respond to losses. 

Similarly, credit insurance also responded to the pandemic in 
certain markets. However, this is not the case across all markets 
nor all business lines. 

Some words on policy wordings -  
Financial Conduct Authority (FCA) Test Case 

• Many businesses in the UK could not operate during the first 

nationwide lockdown as a result of government action .

• The ‘business interruption’ this caused led many of these 

business-owners to look to their insurer for compensation via 

business interruption (BI) insurance policies. 

• Some insurers refused to pay out on the basis that certain 

clauses in the contracts excluded this specific scenario.

• Typically, when property insurance policies for SMEs include BI, 

it is only as a consequence of property damage. Some policies, 

however, included BI from other causes, for example, infectious 

or notifiable diseases (‘disease clauses’) and non-damage 

denial of access and public authority closures or restrictions 

(‘denial of access clauses’).

• Due to a perceived lack of clarity and certainty in the wordings, 

policyholders and insurers have disputed whether there is liability.  

• The Financial Conduct Authority (FCA) brought a test case to 

the UK High Court regarding the lack of clarity and certainty 

for policyholders making business interruption claims. The 

proceedings began on 9 June 2020, and were heard in the 

High Court in July 2020. 

• The FCA sought legal clarification using a sample of policy 

wordings issued by eight insurers. 

• While the Court reached different conclusions in respect of 

each wording, it found in favour of the FCA on the majority 

of the key issues — but not all — in particular in respect of 

coverage triggers under most disease and ‘hybrid’ clauses, 

certain denial of access/public authority clauses, as well as 

causation and ‘trends’ clauses. 

• At the time of publication, the decision of the UK Supreme 

Court was awaited early in 2021.* 
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