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Dear Ms McAlpine, 

 

RE: Insurance cover for the tourism sector 

Thank you for copying us into your letter of 22 May to the Rt Hon Nigel Huddlestone MP, 

Parliamentary Under-Secretary of State for Sport Tourism and Heritage. You also shared a 

copy of the evidence session your Committee held with the Cabinet Secretary, Fergus Ewing 

MSP, and the written evidence you had received from the Scottish Tourism Alliance. I am 

afraid we did not receive our copy but the ABI has kindly shared it with us.  

Your letter notes the in particular the evidence from Scottish Tourism Alliance and from 

Independent Hostels Scotland which indicates that some of their members are having issues 

with their insurance companies around their business interruption (BI) insurance during the 

current pandemic. Mr Ewing in his evidence mentions the test case that we are currently 

putting together.  

Let me start by emphasising that I am very aware of the stress and anxiety faced by many BI 

policyholders, and the FCA understands how important it is for them that their insurance 

policies provide the protection they have purchased.  

 

As you will know, BI is a product sold to companies and small businesses often with the 

assistance of a broker advising them. There are BI policies where firms have determined an 

obligation to pay out on a policy, as a result of the losses arising from the impact of Covid-19 

(coronavirus). For these policies, it is important that claims are assessed and settled quickly 

including using interim payments where appropriate, points we have made directly to the CEOs 

of the UK’s largest insurance firms. However, these account for the minority of BI polices and 

it is the case that most SME insurance policies are focused on property damage (and only have 

basic cover for BI as a consequence of property damage) so, in the majority of cases, insurers 

are unlikely to be obliged to pay out in relation to the coronavirus pandemic.  

 

In relation to other BI policies, firms may consider there is no doubt about wording and decline 

to pay a claim, but customers may still consider there is genuine uncertainty about whether 

their policy provides cover. One of the challenges is that there is a variety of insurance policies 

sold to smaller businesses and they do not respond in a uniform way to a situation such as 

this. It will often be a matter of the specific wording of the contract and any additional 

extensions or exclusions agreed between customer, broker and insurer at the time cover was 

taken out. 

 

 

 



 

 

 

FCA High Court case 

 

Given the severity of the potential consequences for customers in the current coronavirus 

emergency of a lengthy dispute, we were keen to take decisive action to resolve issues causing 

uncertainty over BI coverage, to provide greater clarity for parties and to help ensure there is 

not undue delay to payments where there are valid claims. On 1 May, we announced1 that we 

would obtain a court declaration to resolve contractual uncertainty in BI cover. 

   

Since that announcement, we have approached 56 insurers and reviewed over 500 relevant 

policies from 40 insurers. We have identified a sample of 17 policy wordings that capture the 

majority of the key issues that could be in dispute.  

On 1 June, we gave further detail2 on the proposed court action, including identifying the 

representative sample of policy wordings to be examined in the test case, insurers that use 

those wordings, and which of those insurers we have invited, and have agreed, to participate 

in the proceedings. 

This initial list of insurers and the policy wordings they use is not exhaustive, and we also 

published a short consultation on draft guidance asking all insurers to check their policy 

wordings against those we intend to test to see if theirs will be impacted by the outcome of the 

case. We expect to publish a list of all the relevant insurers and policies that may have 

impacted wordings in early July. 

The consultation on draft guidance also sets out the FCA’s expectations of all firms handling BI 

claims and any related complaints between now and the court decision that consultation closed 

on 5 June. 

We aim to be as open and transparent as possible, so we will share information through our 

dedicated webpage3 throughout this process.  

Making a complaint 

 

I would add that if any policyholders do not believe that their claim has been handled fairly, 

they can and should complain to their insurer in the first instance. If they are unhappy with the 

response they receive, they may be able to raise their complaint with the Financial 

Ombudsman Service (the Ombudsman). In April 2019, we expanded the remit of the 

Ombudsman so that SMEs with up to £6.5m annual turnover, and either an annual balance 

sheet below £5m, or fewer than 50 employees, are eligible to complain to it. This covers 

around 97% of SMEs in the UK. For complaints about acts or omissions by firms on or after 1 

April 2019, the Financial Ombudsman Service can award compensation of up to £355,000. This 

can offer the prospect of faster decisions (on claims of up to £355,000) than a Court process 

and, where appropriate, more timely payments that help firms recover from the impact of the 

Covid-19 pandemic.   

 

I hope that this is helpful. 

Yours sincerely, 

Christopher Woolard 

Interim Chief Executive 

                                                                    
1  https://www.fca.org.uk/news/press-releases/fca-seeks-legal-clarity-business-interruption-insurance 
2 https://www.fca.org.uk/news/press-releases/update-fca-test-case-validity-business-interruption-claims 
3 https://www.fca.org.uk/firms/business-interruption-insurance 




