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OUTBREAKS, INTERRUPTION 
& INSURANCE
By David B. Applefeld, Esquire
Most commercial insurance policies provide business interruption coverage 
which is purchased to protect an insured business that loses income when 
its business activities are disrupted. In light of the recent governmental 
restrictions and the growing concern that the coronavirus outbreak will 
continue to interfere with global business activity, it is a good time for 
business owners to review their insurance policies and, in particular, their 
business interruption coverage.

Business interruption coverage is purchased to protect a business from 
a financial loss suffered as a consequence of an event which interrupts 
business activity. This insurance is typically triggered following a direct 
physical loss, such as a fire or flood which damages the business premises. 
In the case of the coronavirus outbreak, a direct physical loss may not 
exist, absent a contamination at your place of business.  However, each 
insurance policy is unique and there is no uniform rule which the courts 
have applied when determining whether a triggering loss has occurred. 
Certain policies also include a contingent business interruption 
endorsement, which provides insurance for losses resulting from 
disruptions to a business’ customers or suppliers. This coverage usually 
requires that the underlying cause of damage to the customer or supplier 
be the same type of loss covered under the business’ own interruption 
coverage. Many commercial property policies also provide coverage for 
business income which is lost when a “civil authority” prohibits or impairs 
access to the insured’s place of business. Depending upon the specific 
policy language in place, civil authority coverage may not require a 
direct physical loss to the insured business premises. Finally, for those 
businesses in the travel and hospitality industry, specialized insurance 
policies and endorsements can be purchased to extend coverage for 
losses caused by “communicable or infectious diseases” without  
the requirement that there be a direct physical loss.
 
Not all business interruption coverage is identical, but all insurance policies 
require the insured business to establish its loss with reasonable certainty. 
As such, it is important for any business owner facing an interruption to 
carefully review what its insurer requires and keep detailed records to 
accurately document any loss.

If you have questions about the topic of this article or other legal matters, 
contact David B. Applefeld at (410) 385-4267 or dba@shapirosher.com.
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