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In response to the order from the State of California insurance regulator (the “Department”), Jewelers Mutual Insurance Company, SI (“JM”) has reviewed potential changes to its exposure to loss during the mandated “safer at home” shutdown in your state in response to the COVID-19 pandemic.  We have focused our review on the Commercial Multiple Peril line of business (“CMP”) as requested by the Department.  JM does not write any of the other lines that were listed.  
After our review of the exposures, we have determined that a refund is not appropriate at this time.  We believe this to be the case for the following reasons.
1. The reported frequency of claims for the CMP product has increased dramatically due to Business Interruption claims resulting from the shutdown.  While these claims are not covered under the JM policy, we do expect that JM will incur significant litigation expenses related to these claims for years to come.
2. JM’s CMP policies only cover stores with jewelry exposure.  While jewelry stores are closed to customers, they are still a target to crime.  Theft crimes often result in damages covered by CMP both directly (damage to safes and doors) and indirectly (water damage resulting from the roof being breached by robbers attacking a store’s safe or other protections).
3. Because business owners are away from their places of business more than usual when shutdown orders are in effect, the risk that undiscovered property losses exist is higher than normal.  Losses due to damage during theft, vandalism and water damage are of particular concern as well as exposure to civil unrest events, which can increase during times of economic uncertainty.
4. JM policies are written for an annual term, and experience shows that seasonality and/or other variability in losses is normal—an absence of losses during one portion of a year says nothing about the potential for losses during another part of the year. Unexpected weather events, fires, or burst pipes can occur anywhere and anytime. And as state economies begin to reopen, we have seen several violent robberies, including against JM insureds.  These appear to be a consequence of the severe economic downturn and may become more prevalent as stores continue to reopen.  Violence during a robbery creates additional loss costs for CMP due to greater than normal property damage and additional liability for bystanders who may be impacted.
JM will continue to review the exposure and its experience in 2020 to see if some type of refund, dividend, or other appropriate premium relief is warranted. As part of a mutual holding company system whose policyholders have membership rights, JM does pay dividends when its Board determines such action is appropriate based on the circumstances and product performance.
