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Political Violence
Insurance for Fine Art




“What if” questions are swirling in the minds of those involved in loaning artwork and
participating in art fairs. How will current conflicts, tensions, and elections around the globe
play out? Could civil unrest endanger art in transit or on display? If you’re a decision maker
pondering these questions, you may be asking, “Do we need political violence insurance,
or is our fine art coverage adequate?” Unfortunately, the answer is not a simple yes or no.

Many factors can contribute to riots or civil unrest. Examples include:
 Election of a politician with unpopular views ¢ War elsewhere in the region that could spread
e Growing income disparity  Politics of neighboring countries

 Frustration with the economy  Territorial disputes



Review Your Fine Art Policy Exclusions

Every insurance policy contains a list of exclusions — losses your insurance won'’t cover, such as
damage related to war. Write your “what if” concerns on paper. Then, look at your fine art policy to
see if and how your coverage would respond to each scenario.

Whatif . . .

A protest against the government is underway five blocks
from your museum. Three people use the chaos as a
distraction to break into the museum and steal artwork.

Election protests have erupted all over your community.
Angry citizens throw rocks at your museum’s windows,
and some of them shatter. A glass shard damages an
artwork.

A frustrated citizen with a grievance against the
government breaks into your museum and damages
artwork to make a political statement.

A group that’s angry at the government burns down a
museum as part of their political messaging.

How can you protect your collection from these
types of exposures? Can you adequately avoid or

mitigate your “what if” scenarios with careful risk
management planning?




What is Political

Violence Insurance?

There are two types of insurance that can help
museums, galleries, and private collectors protect
against risks related to political violence.

0 Political violence insurance: Covers physical loss
and damage from politically motivated events that
fit the policy description.

o Terrorism insurance: Covers physical loss and
damage from an act of terrorism (an event to cause
fear or pressure a group; it may or may not have a
political motivation).

A political violence insurance policy can include terrorism
coverage. Or a decision maker can purchase terrorism insurance
on a standalone basis. Stand-alone terrorism coverage is less
expensive but doesn’t cover as many scenarios as political
violence insurance.

Both types of insurance involve a “named perils” policy. This
means you get coverage only for perils explicitly listed, such as:

e Sabotage

* Riots, strikes, and/or civil commotion
» Malicious damage

* Insurrection, revolution, or rebellion

* Mutiny and/or coup d’etat

Though you gain peace of mind for the named perils, these
policies also have exclusions. For example, one insurer excludes
“loss or damage directly caused by the actions of the government
of a state (or its military authority) in suppressing, controlling, or
minimizing the consequences of riots.”

So, imagine a situation where rioters storm your museum,

then state-funded first responders arrive to quell the conflict.
Somewhere in the commotion, artwork gets damaged. If security
cameras prove that rioters caused the damage, the political
violence insurance policy may pay. But if first responders did the
harm, the policy is likely to deny coverage.
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What is TRIA?

In response to the 2001 World Trade Center
and Pentagon attacks, the United States
government enacted the Terrorism Risk
Insurance Act (TRIA) in 2002. It protects
insurance companies against massive losses
from terrorism events on U.S. soil, air carriers,
or sea vessels.

TRIA requires U.S. insurers to o er terrorism
coverage with specific types of commercial
property and casualty insurance. This means
terrorism coverage is accessible for U.S.-
based museums and galleries that want it.



Tips for Insuring Loans

Confirm who is insuring the loaned artwork. Your institution or the borrowing institution? Careful review of the
contract language is vital to avoid coverage gaps.

Submit detailed information about your risk management protocols to the underwriter. This can help you get the

most favorable rates and terms.

Ask if an “all risk” option is available. This covers more scenarios than a “named perils” policy. It may not be
available, but it's worth checking.

Find out if it is possible to get political violence coverage just for loaned/consigned items.

Build in plenty of lead time. The underwriting process for high-value loans can require weeks of back-and-forth

communication with the insurance company.

Be prepared to split the risk across several insurers to get the coverage you need for a high-value item. Any single
insurer may not want to take on a large potential liability.

Decide yes/no on political violence insurance early to lock in the premium rate. Conditions can change rapidly in
some locations. Your underwriter will monitor the adequacy of the quote and reserve the right to change it until you
pay the premium. If tensions increase in an area where you're sending a loan, it may not be possible to get last-

minute coverage.



Who Decides Whether an Act of Political
Violence Fits a Policy Definition?

Underwriters determine, typically using their in-house counsel, if the policy language covers a loss.
The key is defining the act that caused the damage. You could think an event is “civil commotion” and
therefore covered. The local government might characterize it as a rebellion. The insurer makes the
final determination.

For the purpose of an insurance claim, the only

classification that matters is the insurance company’s.

Your insurer will look at the policy language to determine At a Glance
whether the circumstances match the policy criteria. For

o . » Political violence insurance may cover
example, was the event politically motivated — yes or no?

loss or damage related to terrorism, civil

Here’s an important note: Some insurers require, as a unrest, riots, organized violence against the
condition of coverage, that relevant authorities o cially government, and other destructive, politically
recognize an act as political violence. That o cial motivated activities.

recognition may be less likely in a country that wants to
downplay its internal tensions.

e Because policies di er among insurance
companies, ask your broker or insurer to
provide a written description of the terms,
coverages, and exclusions. This information
can help you formulate questions and guide
your decision process.

* While political violence insurance may
provide peace of mind for some of your
“what if” questions, it is also expensive and
may have some catches in the fine print.




Worth the Cost?

|s Political Violence Insurance

The decision calculus is challenging. Due to current tensions in many locations globally, the
availability of political violence coverage is limited, and the price is high. You’ll want to consider the
value of the items you are insuring, as well as the political landscape in the countries where you’re

transacting.

Begin by reviewing locations. What loans are you
planning? Will you be participating in art fairs? Is there
active rioting or civil unrest in these areas? Could politically
motivated activities result in looting of galleries or damage
to artwork?

In an area with ongoing issues or upcoming elections
that could lead to unrest, political violence insurance can
provide peace of mind. But the high price tag can be
tough to swallow. It becomes a risk management decision
— do you risk the loan or art fair without political violence
coverage? Is the risk management surrounding the loan
enough to make you feel comfortable with the situation?
Or do you decline the opportunity?

You'll need to weigh all aspects of a transaction to arrive at
the right decision for your institution, stakeholders, and the
assets you're seeking to protect. Buying political violence
insurance may be an important safety investment for an
irreplaceable masterpiece.
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Think about your location and the places
where you are loaning. Based on the physical

characteristics of the buildings (such as windows
or no windows), what dangers might your art
encounter in a political violence situation?

@ For more information, contact your Brown & Brown
representative or visit bbrown.com.








