Business Interruption
Insurance
Do you have a claim due to Covid-19?

Introduction to Specters
Specters have been providing
expert legal advice to clients
across the UK for over 25 years

Your solicitor and their team will keep you
informed every step of the way as we firmly
believe in clarity and effective communication at
all times.

At Specters, we pride ourselves on dedication
to customer service. Our advisers are friendly
and knowledgeable and believe in putting
you the client, first.

Our expert and friendly team not only have
years of experience in many areas of litigation
and legal services, but they also speak a wide
range of languages including Polish, Lithuanian,
French and Arabic.

Our head office is located right in the heart of
Farringdon, London, a short walk from
Farringdon station. We also have an office
located in the North West of England.
We successfully handle thousands of
insurance and legal cases, and administer
many other legal services each year, whilst
understanding that your claim is personal to
you.
That is why we make sure you receive the
right level of support from the solicitor who
we invite to deal with your claim from day
one.

We are respected by insurance companies across
the UK for our diligent and ethical approach
toward pursuing claims.

So, what is Business Interruption Insurance?
Business interruption insurance covers a business for loss of
income during periods when they cannot carry out business
as usual due to damage or financial strain caused by a
specific set of perils that will be specified in the policy.
It aims to replace certain losses sustained by the business
owners during the period of the disruption, which in this
case, is Covid-19.
The insurance may compensate the business for any
increased running costs and/or shortfall in profits as the
result of the event, up to a certain limit that is set out in the
policy.

Why am I hearing about it now?
On 3 March 2020, the UK Government announces the
UK COVID-19 action plan
On 5 March 2020, COVID-19 became a notifiable
disease in England/Wales
On 11 March 2020, the world health organization
declared COVID-19 to be a pandemic
On 16 March 2020, the UK Government directed
people to stay at home, stop non-essential contact
and unnecessary travel, work from home where
possible, and avoid social venues.
On 20 March 2020, the UK Government directed
various categories of business to close, such as pubs,
restaurants, and gyms.
On 23 March 2020, the UK Government announced
lock-down involving closure of further businesses
including all non-essential shops and restrictions on
individual movement (given legal effect by Regulations
coming into force on 26 March).

In the UK, whilst the government responded to the
lockdown by providing some financial support, it is fair to
say that this has simply not been enough and
unfortunately, many small business owners have either
had to shut up shop or alternatively, look to their business
insurance to cover past and ongoing financial losses.
Unfortunately, many small business owners had their
claims refused which led to the Financial Conduct
Authority stepping in to protect the consumer’s interests.
The 11 months since has seen Insurers and the Financial
Conduct Authority (FCA) on behalf of Insurance customers
become involved in a complex legal battle surrounding
insurance policy wordings and whether Covid-19 and the
losses flowing from that, should be covered by Insurance.
This legal action (termed a ‘Test Case’) finally reached a
conclusion on the 15 January 2021 with the Supreme court
ruling in favour of the FCA and upholding that Insurance
companies, subject to certain criteria, are obliged to
provide coverage and settle valid and substantiated claims
presented by policyholders for past losses incurred due to
the Covid-19 pandemic.

What does the verdict mean for my business?
The court’s decision means that across the UK, over 370,000
customers may now have the ability to make a valid claim against
their Business Interruption Insurance policy.
It is important to note that each case is treated individually and here
at Specters, our highly experienced staff will work with you to
identify whether or not you have a valid claim and what exactly it is
worth.
Crucially though, all Insurance companies who are members of the
Association of British Insurers have agreed:
•

To settling valid claims as quickly as possible

•

To work to a clear set of principles for the handling of claims to
reassure customers and reinforce existing best practice in claims
handling

•

To contact you if you have an ongoing claim or complaint against
a policy that is affected by the test case or work with your
solicitor to ensure the correct outcome.

Which insurance policies were affected by
the test case and is mine one of them?
The test case considered a sample of 21 different types of
business interruption policy wordings put forward by 8 of
the UK’s leading insurers.
The court’s decision means that over 700 different policy
wordings by over 60 different insurers could be affected.
Specters will work with you to identify whether your
insurance policy is one that was affected by the Supreme
Court decision.

I own a Small Business and have suffered
financial loss; does this affect me?
In simple terms, yes
Your insurance policy (and claimed financial loss) must however
have started no earlier than 26 March 2019. All current, live
policies are valid for consideration.
We currently provide representation to the following small
business industries:
•
•
•
•
•
•
•
•

Dentistry practice
Publicans/Bar Owners
Restaurants
Motor dealers
Laundry services
Cleaning company
Small Retailers
Nursery owners

Upon review of your policy wording and schedule, our
experienced staff will be able to advise you if we think your
policy provides cover and if we can take your claim forward.

I have received a government grant due to
Covid-19, can I still make a claim?
If you have received Government support as a result of
Covid-19, we may still be able to assist.
Each case must be assessed on its own merit, so it is crucial
that all government funding and support received is set out
within your questionnaire responses or during the initial
discussions with your solicitor.

Should I contact my
insurer now?
Whilst Insurers will contact
businesses who have an
ongoing claim or complaint, it
is likely that the increase in
claims presented will cause a
delay.
We can act on your behalf and
handle all communications
with your Insurance company
to ensure your valid claim is
processed quickly and
efficiently.
Our detailed knowledge of
insurance claims operations
and the legal system allows us
to progress your claim
without unnecessary delay.

How soon will I receive
a pay out from the
insurer?
Insurers are committed to
settling valid claims as quickly
as possible.
The time frame in which a
payment will be made will vary
depending on the nature of
each individual claim, which can
often be complex, and the time
taken to gather information to
establish the value of each
claim.
We will work with you from day
one to ensure your claim is
presented to the insurance
company with all the necessary
information and
documentation to allow for
prompt settlement.

How can Specters help my
business and what value do
we add?
From the outset, Specters will work with you to gain a
clear understanding of your business as a whole. This
includes how it was operating before the pandemic
and what has happened since March 2020 which has
led to the claim being made.
• Business interruption claims require specialist
expertise and we will ensure clear, accurate and
timely communication when dealing with your
claim, always.
• We have in place a dedicated and experienced
team of experts and appropriate resources to
manage the volume and complexity of your
COVID-19 business interruption claim.
• You claim will benefit from a dedicated solicitor
allocated to your claim from the outset and he or
she will handle matters from first notification
through to the claim’s conclusion.
• We will tell you from the outset what information
is needed to enable the swift assessment and
valuation of your business interruption claim.

• We recognise that cash flow is critical for the survival of
businesses currently. If your policy covers certain losses for
business interruption as a result of COVID-19, we will push
insurers to pay the claim as soon as they receive evidence to
support this.
• Insurers are likely to attempt to reduce settlement of your claim
or utilise technical evidence to lower the value of any offers of
settlement they make.
• Our experienced team of solicitors in conjunction with our
financial accounting colleagues will ensure your financial loss
claim is accurately drafted and expertly communicated to
Insurers to minimise any wiggle room.
• We will seek, where possible, to request that insurers make
interim or part payments where claims are ongoing.
• If your claim requires in depth financial accounting advice, we
will arrange for this to be conducted independently or work with
any company accountant or financial advisors direct to ease the
burden on you as the business owner.
• If an insurer reaches a decision not to pay a claim, we will
discuss with you any further options you may have – be that
legal or through the financial ombudsman.
• As a fully compliant and regulated law firm, we operate to strict
customer service, data protection and compliance regulations.
All our telephone calls are recorded, and staff are of course
trained and audited on a regular basis to ensure our clients are
receiving the best service possible.

What are your fees and how will you charge for your work?
Our fee structure is designed to be transparent and competitive and the options available to you will be
discussed during your initial consultation and once a member of our experienced team has assessed the
prospects of your claim.
We will of course check with you to assess whether or not you have any appropriate legal expenses
insurance at your disposal which may factor into your funding of the claim.
Following assessment of your completed questionnaire and insurance policy wording by your solicitor
and working on the assumption you have a valid claim, you will be offered one of the following
Conditional Fee Agreements:
1. For claims with an assessed value of up to £25,000, we operate a ‘no win, no fee’ basis. This means
that if we are unsuccessful in obtaining a settlement for you from your Insurer, you will have no fees
to pay over and above any agreed disbursements or expenses we have incurred on your behalf (for
example, an accountant’s fee). If we are however successful, our success fee equates to 25% of the
sum recovered for you from Insurers
2. For all claims with an assessed value of between £25,000 and £50,000, our fee is 20% of all sums
recovered on your behalf from the Insurer. If we are unsuccessful in achieving this though, there
are again no fees for you to pay over an above any pre agreed expenses or disbursements incurred
on your behalf throughout the life of your claim.
3. For all claims between £50,000 and £100,000, our fee will be 15% of the total sum recovered from
Insurers on your behalf. Again, if we are unsuccessful, you will only be responsible for any agreed
disbursements/expenses incurred such as Accountancy reports.
4. For all claims over £100,000, our fee will be 10% of the sums recovered from Insurers on your behalf.
Again, if unsuccessful, you will only be responsible for payment of any agreed accountancy expert
fees we may have incurred on your behalf in drafting your claim.
As mentioned above, your funding options will be discussed with you in full prior to any work being
undertaken to ensure the most appropriate option for your case is selected and that crucially, you are
happy to proceed.

Questions & Answers
Question 1 - From what date will I be able to claim my losses?
Answer: From the date upon which there occurs the trigger point in your insurance policy. It may either say if somebody
contracts Covid-19 within a 25 mile radius of your business or it may be that it is triggered by a notification to the Local
Authority of an infectious disease.
However, under a recent Ruling by the Supreme Court, if there are losses which are incurred prior to that date, because of the
general trading conditions such as a downturn in profitability because people were staying in because of Covid-19, then you
will also be able to claim those losses even though they occur before you have an event triggered by the term of the policy.

Question 2 - For what period will I be able to claim my losses?
Answer: From the time that your insurance was triggered as set out in the answer to Question 1. It may be three months or
six months but, in any event, up to the point where the policy ends because the period that the policy runs for has come to an
end or, alternatively, when a restriction is placed upon it by the Insurer so that it will no longer cover a claim for Covid-19.
If the date of 06-03-2020 falls within your policy period, we also need to know whether your Insurers or brokers issued you
with any changes to the policy wording – otherwise known as a ‘Mid Term Adjustment’.

Question 3 - How will the Court calculate my losses/loss of turnover, loss of profit?
Answer: The general losses will be via a loss of turnover and by comparing the turnover prior to the Covid-19 outbreak and
after.
There will be arguments for instance if there is a restaurant and during its closure it was still able to operate 25% of its
business via a take-away then, clearly, you will only be able to claim for the other 75% of loss.
They will also look at what are called trends of your business, so that if the business was on a downward trend financially
before, then that would be reflected in the calculations that the Insurer makes. However, if the business had just opened and
there was clearly an upward trend, that will also have to be taken into account.

Question 4 – Will a report from my Accountant suffice?
Answer: In most circumstances yes, a report from your Accountant would suffice, provided that it is comprehensive and
provided that your Accountant is qualified.
If you would prefer to utilise our accountancy service, we work with a number of specialists who will assist in formulating your
claim.

Question 5 – How long will my claim take?
Answer: It is difficult to answer. The FCA have told Insurers to pay quickly but that does not mean that they will. One would
anticipate that in a period of six months we ought to have a decision and payment. However, if the matter has to go to the
Ombudsman or to a Court, then obviously, it will take longer.

Question 6 – Who will pay the legal fees?
Answer: That is a matter for discussion between you and your Solicitor. It may well be that Solicitors would be willing to deal
with these cases on a Conditional Fee Arrangement whereby they charge nothing if they recover no damages for you but, if
they do recover damages, then they are entitled to charge their costs, usually with a limit on those costs which, again is a
matter for agreement between the parties so that you would know that only say, 30% or 40% of any damages you receive
would go to a Solicitor to pay your fees.
However, in their letter of the 22nd January this year to Insurers, the Financial Conduct Authority said that where there was a
genuine disagreement with an Insured that requires an interpretation of the clause by a Court then, when the insurance
company has had the benefit of the Court’s interpretation, they should not seek payment from the Insured of any costs and,
indeed, they should pay his costs.

Question 7 – Will I have to spend money up front? If so, how much?
Answer: That is a matter for discussion between yourself and your Solicitor. You will probably have to pay the fee to your
Accountant to arrive at a figure to be put to the insurance company for your losses.

Question 8 – What if I lose my case?
Answer: Again, it is a matter of agreement with your Solicitor as to the terms upon which he/she takes the case but most
probably it will be on the basis that if they lose they will charge you nothing by a Conditional Fee Agreement or Damages
Based Agreement where essentially they take a portion of any damages recovered for their fees.

Question 9 – Will my case have to go to Court?
Answer: No one can say definitely that it will not have to go to Court but over 90% of cases do not go to Court. They are
settled often without any proceedings.
Insurers will not be wanting to take cases to court and incur further expense and so proper drafting of your claim is
imperative to ensuring the decision making process is as straightforward as possible for them.

Question 10 – How will it be settled out of Court?
Answer: By agreement between yourself and the insurance company or by a reference to the Ombudsman if you cannot
agree and, failing that, or as an alternative, issuing proceedings in the county court to establish your entitlement to damages.

Question 11 – My Insurers say they will pay, what will they offer me?
Answer: Impossible to say as a set amount. There are so many variables so it will be a case of establishing what your losses
are and there are a number of factors to be taken into account. Not only what you were losing before, but also whether there
was some trend such as an upward trend in your business or a downward trend that would be reflected in the damages.
There is also the problem of what happens to the money that was given to you by the Government to cover your losses?
Should these be deducted from any damages that you receive on the basis that you will be paid twice?
Again, the FCA have agreed with some Insurers but not all Insurers that they will not deduct any monies added by the
Government from any damages that they pay you.

Question 12 – Why should I use Specters?
Answer: When it comes to dealing with insurance companies were are a very experienced firm. For many years we have
acted for and against insurance companies. We are, therefore, well aware of the pitfalls of dealing with these cases. We have
established a reputation with insurers for being knowledgeable and robust in the pursuit of our clients’ claims.

Question 13 – Is a CFA no win, no fee and how does that work?
Answer: A CFA (Conditional Fee Agreement) sometimes referred to as a “no win, no fee”. You agree with your solicitor that if
he/she pursues the case and loses, you will not be charged anything. However, if the solicitor wins, then you are responsible
for payment of:
1) the solicitor’s costs (money due to him on an hourly basis),
2) the solicitor’s disbursements (fees that he has to pay out on your behalf such as experts’ reports) and
3) a success fee to compensate the solicitor for the risk of running a claim with no guarantee of bring paid.
It is important to note that Defendants will often agree to pay 1) and 2). In this scenario, only 3) will come out of your
damages.

Question 14 – Who will deal with my case?
Answer: All cases are dealt with by qualified and experienced Solicitors. Your case will either be dealt with, depending upon
its complexity, by a Partner or by a very experienced Solicitor.

Question 15 – What information do you require from me?
Answer: We will require from you copies of the policy, any correspondence that you have had with your Insurer and full
details of your accounts, any documents submitted to the Inland Revenue, such as payments for tax and a statement from
you detailing the losses that have occurred, how they were incurred and the effects of the pandemic on your business, not
only in the past but looking into the future.

Question 16 – How do I instruct you?
Answer: There has to be between a Solicitor and a Client a retainer, i.e. an Agreement for the Solicitor to conduct business
on behalf of the Client and the Client has to be fully aware of the terms.
Consequently, this can mean that we can do instructions via email, via letters, via zoom so that you are aware of our terms
and that you sign up to those terms which can be arranged electronically or we can physically send you the documents in the
post to sign.

Question 17 – What about losses that happen because my Insurers turned down my claim?
Answer: If your Insurers turn down your claim during the course of the pandemic, but this is subsequently found to have
been wrong, then quite clearly you are entitled to all losses sustained as a result of the pandemic.
If, after the end of the period which you are entitled to claim, you suffered loss because the Insurer was late in paying
damages having originally refused, then that would be a question of interest payments to be negotiated for your solicitors
and the insurer to compensate you for the time that you had been out of pocket. If, however, we issue proceedings, then it
would be for a Judge to decide on the amount of any interest which the Insurer should be charged for you being kept out of
your money. However, on the face of it, you could not claim for any continuing loss after the end of the period for which the
pandemic caused you to lose business.

Question 18 – What if my business has ceased as a result of the Insurer not paying?
Answer: If your business ceased because of the pandemic itself, in that you essentially ran out of funds and had to close,
then that is a matter for which you would be compensated by your insurance policies, provided that the terms were met.
However, if the loss was caused by a delay in payment, then that clearly has not been caused by the pandemic and it would
have to be an action against your Insurer but, of course, there would have to be a reason for that, either negligence or breach
of contract which we would have to go into. It would certainly not be straight forward and I am sure that there would be
arguments as to whether it was that final period where the Insurers refused to pay that essentially put the business into
receivership or, whether it was a combined effect and, if so, what part did that final period of delay play?
As you can see it is not a question which is open to an easy answer. There are a lot of factors that we would have to go into.

Question 19 – What if my Insurer refuses to pay and I have to go to Court? Can I insure against any losses?
Answer: Yes. You may have the benefit of legal expenses insurance through another insurance policy. Moreover, you can
always purchase an after the event insurance policy to deal with any losses that you may incur in pursuing the other party.

Question 20 – What if my business was not in profit before the pandemic?
Answer: Damages are not based upon profit but upon turn-over. It may be that your firm was not in profit but you were still
paying out during the pandemic for costs you could not recover, such as rent, business rates, gas, electricity, water and these
you would be able to recover because it is a loss suffered as a result of the pandemic.
Also, it may be that you only opened a few months before the pandemic and whilst you were technically making a loss, if it can
be shown that your business was on an upward curve and the trend was that you would have been making a profit during the
pandemic period then this is a matter for which you can be compensated.
The FCA test case included for business’ going through this form of profit/turnover trend and so, whilst each case is individual,
we may still be able to assist.

