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It is a fact: Economical activities will have to deal with COVID-19
for a while and although we are subject to the pendulum law by
which the quarantine measures become more flexible and
afterwards become rigid again and vice versa, the reality is that
there is no vaccine and the COVID-19 will continue to stay here.

The virus’s presence forces business owners that deal with
public to apply certain protocols established by healthcare
authorities, regarding third parties and their employees.

Do not comply with said protocols could generate tort liability
in case that a tribunal, through a final ruling declare a
business establishment liable for negligence that allowed the
infection of COVID-19, when said infection imply some
consequences for third parties, for example, a long
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hospitalization in a critical condition that might lead to
recuperation or death. 

What happens if a liability of this type occur and the business
owner has a Tort Liability insurance that is in effect since
before COVID-19 appears? Will the insurance cover it? 

The answer is not unique for every case because they require a
thorough analysis of the facts against General Conditions,
Particular Conditions and the Amendments of each insurance
contract.

Nonetheless, let us conduct a hypothetical review of the subject
using as a reference one of the Tort Liability Policies that
circulate in the Panamanian market.

Firstly, let us speak about third parties, which are persons the
company does not have any contractual relation with. An
employee is NOT a third party.

If said business does not comply with the protocols established
and the third party is affected, said third party can sue the
company with basis on Section 1644 and concordant from the
Civil Code of Panama, thus obtaining a final ruling and a possible
activation of an insurance that covers “corporal lesions”.

Many might ask: Can you call corporal lesion the health
damages aroused from a COVID-19 infection because of guilt or
negligence?
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A joint interpretation of the Section 143 of the Insurance
Law of Panama and Section 214 of the Commercial Code of
Panama, give the basis to affirm that the words in the
commercial insurance contract “should extend on the sense
of its general use” and we add that said “general use” is, in
the first place, the one established in the Spanish Royal
Academy Dictionary by which the concept of “lesion”, in its
first meaning, is “damage or corporal detriment caused by
an injury or sickness”.

Furthermore, the General Conditions from the Tort Liability
Insurance Policy that we are reviewing, covers corporal
lesions and excludes expressly some sicknesses from which,
at least two of them are caused by viruses: “HIV (AIDS)” and
“Avian Influenza”. In other words, the insurance policy
covers corporal lesions caused by sicknesses except the
ones that are expressly excluded.

For our hypothetical case, the answer is yes due to two
motives: 
        

      

 
With the previous reference we consider that in general terms,
if a third party is infected by COVID-19 in a commercial
establishment and is granted a final ruling against the company
that owns the establishment, it is highly probable that the
company can make use of its Tort Liability insurance emitted
before the arrival of COVID-19 so that the insurance company
can indemnify them. 

Of course, everything is subject to the fulfillment of each of
the remaining compromises of the policy such as the payments
up-to-date and that the insured party has not made any false
declarations that may influence the contract and such.



What happens with the employees that get infected of COVID-19
during their job because of guilt or negligence of the employer?

According to the Section 295 of the Labor Code of Panama, this
would clearly represent a Professional Risk under the category
of “Professional Disease” which would grant the employee the
right to obtain a compensation from the Social Security Public
Entity of Panama (CSS) assuming that they are affiliated.
 
Nonetheless, when dealing with an infection caused by the
negligence of the employer, Sections 301 from the Labor Code
and 988 from the Civil Code, grant the injured employee the
right to sue and obtain a tort liability ruling in ordinary
tribunals.
 
What would happen with the Tort Liability insurance policy if the
insured company is found liable? There are two options for our
hypothetical case: 

If the policy only covers damages caused to third parties, then
the employees case is not covered because they are not third
parties.
 
Now, if the policy has a “Employer Amendment” they could cover
the Tort Liability recognized in the final ruling due to guilt or
negligence against the insured company as an excess of what is
paid by the CSS as long as the employee is declared in the
payroll. Assuming that they are complying with every request of
the policy and the Law.
 
As a final commentary, I must add that none of these legal
events occur automatically. Whether you are the injured party,
the liable business owner that is insured or the insurance 
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company, it is of great value that you rely on a Lawyer to get
advice, and in case of legal actions, it is mandatory for you to
be represented by a Lawyer.

(I thank the cooperation of Irving Ureña, Independent Insurance
and Re Insurance Consultant)

M: +507 6679-4646  E: cortes@legaladvisorpanama.com
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