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CONTEMPORARY TRENDS IN INSURANCE UNDER MARTIAL LAW

The article attempts to provide insights into contemporary issues, risks and challenges faced
by insurance companies in the wartime settings. It is observed that the Russian military aggression
against Ukraine has caused huge losses and large-scale destruction to infrastructure, property and
the national economy overall. Thus, the natural desire to protect property to prevent loss or
damage that may occur due to military actions of the invaders is quite understandable. It is argued
that insurance is a universal tool to mitigate risks. However, the war and hostilities have had
drastic effects to the insurance market operation. It is noted that in each insurance company, the
structure of insurance contracts is of an individual character as to the occurrence based insurance
events resulting from military operations differ in each specific case and therefore, each such
contract requires careful consideration of all its provisions. In the context of this study, a focus is
put that in case of a natural disaster (any cataclysm) when property is damaged, the insurance
contract will not cease to apply and will act as before the war. It is argued that the fact of
imposition of martial law is not to be a reason to refuse customers in their insurance claims. The
findings demonstrate that cause-and-effect relationship between the war / military actions and the
losses incurred is the fundamental factor, therefore the occurrence of an insurance event on the
temporarily occupied areas since February 24, 2022 cannot be the ground for denying a customer’s
insurance claim for compensation. The study suggests that the government insurance policy should
be focused towards effective implementation of a range of various actions that will help support the
industry growth (tax burden reduction, improving regulations, etc.). Apart from the above, a
conclusion is made that insurance contracts remain legally valid regardless of whether military
operations are being conducted in Ukraine or not. The study has revealed that some insurance
companies refuse to provide indemnity for military / war risks, and also exclude hostile zones from
insurance coverage, which in turn might translate in lawsuits against insurance companies. It is
also observed that currently, if an insurance company’s customer has a valid insurance contract,
the imposition of martial law and active hostilities in Ukraine cannot be a barrier to respond to
insurance claims and insurance payments. According to the results of the research, it is concluded
that insurance companies should continue to operate effectively and enhance insurance products,
simplify the procedures for concluding contracts as well as offer the opportunity to customers to
sign insurance contracts online.

Keywords: insurance;, martial law; military actions, insurance companies, insurance
contract; compensation for damage and loss; conclusion of contracts; cause and effect
relationships, force majeure.
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Kuiecokuit HayionanvHuil yHigepcumem mexno102ii ma ou3ainy, Yxkpaina
AKTYAJIBHI ACIIEKTHU CTPAXYBAHHSA B YMOBAX BOEHHOI'O CTAHY
Cmammio npucesaueno ananizy cyyacHux npoonem, pusukie i UKIUKIG, 3 AKUMU 3IMKHYIUCA
CMpaxo8i KOMNAHii 6 ymMoeax 80€HH020 cmany. JlosedeHo, wjo 8ilicbkosa aepecis, aAxa U 00Ci
mpueae Ha mepumopii Hawloi Kpainu, 3a60a€ GeIU4e3HUX 30UMKI6 ma MACumMabHUx pyUuHY8aHb
iHhpacmpykmypi, MatiHy ma HAYiOHANLHINU eKOHOMIYL 3a2anom. Bionosiono, yinkom npupoonHum €
basxcanus 1ooel 3aXUCmumu c80€ MalHo, abu 3anobiemu empamam ma 30umKam, wo MON’CYMb
BUHUKHYMU Yepe3 6ilicbKosl Oii okynanmie. Bcmamnoeneno, wo yHigepcarbHum cnocobom
MIHIMI3ayii pu3uKie € Cmpaxyeants, npome 6itina ma 60Uo08i Oii 6Kpatll He2camueHO NOZHAYUTUCH HA
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@yHKYyioHy8anuHi puHKy cmpaxyeanns. Busnaueno, o cmpykmypa 002060pie cmpaxy8amHs KOHCHOI
cmpaxoeoi KoMnawii Hocumv iHOUBIOYVANbHULL XaApakmep w000 HACMAHHA CMpPAaxosux nooii
BHACNIOOK BIUCLKOBUX Oill, SKI PI3HAMbCA 30 KONCHUM KOHKDEMHUM BUNAOKOM, | MOMY KOMNCHULL
maxuii 00208ip nompedye pemeibH020 8UBUEHHS BCIX 1i020 NoNodcens. Hazonowyemocs, wo 6 pasi
HACMAHHA CMUXIUH020 auxa (0y0b-K020 KAMAkizmy), KOAU MAUHO 3A3HAE UWKOOU, 00208ip
CMpAaxy8anHs He empadamume OPUOUYHOL cunu i dismume K 00 GilHU. Apeymenmosano, ujo
KOHKpemHUli (hakm 68e0eHHsI BOEHHO20 CMAHY He € NIOCmasow O GIOMOBU KIIEHMY Y
BIOWKOOYBAHHI 3a 11020 002080POM CMpAxy8aHHs. Busnaueno, wjo 0a308um YUHHUKOM € came
BUHUKHEHHST NPUYUHHO-HACAIOK0B8020 38 513KV, WO ICHYE MIdC GIUIHON / B60EHHUMU OiAMU MA
NOHeCeHuMU 8mpamamu, omoice, HaKkm GUHUKHEHHS CMpaxosoi noodii Ha mepumopii, sAKa
mumuacoso o6yna okynosana exce nicisa 24.02.2022 poxy, ne modce 6ymu niocmasoro 0isi 6ilOMO8U
KIi€EHmy y uUnIami oMy cmpaxogozo sioukodysanns. Iliokpeciroemocs, wo y cghepi cmpaxysanus
oeporcasa mae npudinumu Oitbwiol yeazu eghekmusHit imniemenmayii pisHOMAHIMHUX 3aX0018, SKi
O00NOMOJCYMb  NIOMPUMAMU  2ATY3b  HA  HAJEHCHOMY  pI6HI  (3MEHUWeHHS  NO0O0amK08020
HABAHMAIICEHHS, BOOCKOHANCHHS pe2ylamopHux eumoz mowo). Kpim moeo, sasnauacmovcs, wo
002080pU CMPAXYBAHHSA € IOPUOULUHO YUHHUMU HE3AIEHCHO 8i0 MO0, YU 8e0YMbCs 8 YKpaini 60€HHI
0ii yu ui. Bcmanoesneno, wo cmpaxogi KoMnawuii iOMOGISAIOMbCS 8I0 BIOUKOOVBAHHS GIUCLKOBUX /
B0E€HHUX PU3UKIB, A MAKONC UKTIOYAIOMb 30HU 00108UX Olll i3 Mepumopii Cmpaxy8anHs, o C80€H0
yepeoro, Modce Oymu niocmagoro Osi CyOO8UX NO308i6 NPOMU CMPAXO8UX KoMnawiu. Buznaueno,
WO 8 CYYACHUX YMOBAX, AKULO KIIEHM CMPAXo80i KOMNAHII MA€E YUHHUL 00208Ip CMPAX)8AHHSA, MO
Gdaxm 66e0eHHs GOEHHO020 CMAHY MA AKMUBHUX OOUosux Ol Ha mepumopii Ykpainu ne €
nepewKo0oio 01 8UNJIAM 3a 1020 CIMPAaxoeoio nooicio. 3a pe3yromamamu 00CIIOHCEHH, pOOUMbCA
BUCHOBOK NpO me, W0 CMpaxosi KOMNAHII Maroms npooosxcysamu eqhekmueHo QyHKYionysamu i
8UPOOIAMU  CMPAX08i NPOOYKMU, CAPOWy8amu npoyedypu YKIA0awHs 002080pi6, a MAKOA’C
HA0asamu 3mMo2y KIiEHMam yKiaoamu 002080pu CmMpaxy8ants OUCMAHYIUHO.

Kniouogi cnosa: cmpaxysanus, 60€HHUL CMaH, BillcbKosi Oii;, cmpaxosi Komnawuii; 00208ip
CMpPaxy8ants, GIOWKOOYBAHHA 30UMKIG, VKIAOAHHS 002080pi8, NPUUUHHO-HACAIOKOBUL 38 A30K,
Gopc-madxcopri 06cmaguHu.

Introduction. The war started by the Russian Federation against Ukraine affected all
spheres of mutual relations and made adjustments to the legal regulation that we have been
accustomed to until now. Thus, by the Decree of the President of Ukraine "On the introduction of
martial law" No. 64/2022 of February 24, 2022, martial law was introduced in Ukraine, which, as a
result of its extension, is in effect until now. The ongoing military aggression in Ukraine causes
significant destruction, damages property and infrastructure, and causes crisis phenomena in the
economy. It is natural for individuals and legal entities to seek to avoid losses caused by external
circumstances, including war, in advance. Insurance is traditionally one of the universal methods of
risk minimization. At the same time, war and hostilities make fundamental adjustments to the state
of affairs in the insurance sector. Therefore, the question of the validity and effectiveness of
insurance contracts during martial law becomes quite relevant [2].

At present, there is hardly any reason to be optimistic about the near future in the insurance
market. It should be recognized that insurance is not one of the key sectors of the economy. Rather,
insurance can be considered as an additional tool that allows you to minimize risks. Therefore, it is
obvious that financial resources will be directed to the reconstruction of infrastructure, housing,
transport, and not to their insurance. To insure any property, it must first be rebuilt or purchased. In
conditions of limited financial resources, funds will be directed to meet priority needs, and therefore
the issue of insurance will take a back seat [1].
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Materials and methods. When writing the article, general scientific and special research
methods of economic phenomena and processes were used to determine insurance activity during
the wartime period in Ukraine.

Results and discussion. With the beginning of a full-scale war in Ukraine, all spheres of life
in the country faced the need to solve problems related to overcoming the consequences of military
aggression, especially this problem affected the insurance market in Ukraine. Yes, the inevitable
consequences of military aggression in Ukraine are full-scale destruction and damage. Insurance, in
turn, is the same unique mechanism that compensates and compensates for the losses incurred,
however, in the languages of war, insurance can be ineffective or even powerless [1; 8—14].

According to Art. 1 of the Law of Ukraine 85/96-BP as amended on 05/26/2022 "On
Insurance", insurance is a type of civil law relationship regarding the protection of the property
interests of individuals and legal entities in the event of the occurrence of certain events (insured
events) specified in the insurance contract or by current legislation, at the expense of monetary
funds formed by payment of insurance payments (insurance premiums, insurance premiums) by
individuals and legal entities and income from the placement of funds of these funds [1; 15-19].

Before the beginning of the full-scale invasion of the territory of Ukraine (almost two years
ago), it was very difficult, if not impossible, to get realistic data on the efficiency of the Ukrainian
insurance market, since not all insurance companies covered them. But thanks to the National Bank
of Ukraine, which became the regulator of the entire insurance market of Ukraine, these data
became universal. So, by the end of 2021, you can see the TOP-10 main leaders among insurance
companies by indicators of insurance premiums (payments) and payments (Fig. 1.)
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Fig. 1. TOP-10 insurance companies for 2021 by net premiums and insurance payments [1]

The indicator of the level of payments requires special attention (Fig.2). The indicator
determined by the ratio of insurance payments to insurance payments and reflects the real role of
insurance companies in the market. The level of payouts over 40% indicates a huge share of real
cash payouts to its clients if an insurance event occurred. At the same time, the scale of insurance
premiums is a decisive criterion for this assessment [1; 19].
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In general, the structure of insurance contracts of each insurance company has an individual
character. In different insurance companies, questions regarding the occurrence of insured events as
a result of military operations differ in each specific case, and therefore each such contract requires
careful study of all its clauses. For example, if there was a natural disaster or natural cataclysm, and
the property was damaged, then the contract was valid before the war, and it will be valid now. In
itself, the fact of the introduction of martial law cannot be a reason for refusing compensation under
the insurance contract. At the same time, it is necessary to clearly imagine that the basic factor is
precisely the existence of a cause-and-effect relationship between military actions and specified
losses [1; 18]. Therefore, the occurrence of an insured event on the territory that was temporarily
occupied after February 24, 2022 should not be a reason for refusing to pay insurance
compensation. Similarly, the temporary occupation of new territories should not affect the validity
of the insurance contract for objects located in such territory [1].
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Fig. 2. TOP-10 insurance companies for 2021 by the level of payments, %

In case of destruction / damage to property (for example, in Mariupol, Kharkiv or Kyiv, or
any other city), the mere fact of the territorial location of such property is not enough to refuse
insurance compensation. In order to refuse insurance compensation, the fact of destruction / damage
to property as a result of hostilities must be established. In the current conditions, it may be quite
difficult to investigate such circumstances, since active hostilities will not always make it possible
to inspect the property and establish the reasons for its destruction (damage) [1; 20].

If the nature of the losses unequivocally indicates that they were received as a result of
hostilities, then the usual insurance contract will not allow to receive compensation. For this case,
there is a separate type of insurance against military risks, which after 2014 became somewhat
widespread in the regions bordering the ORDLO. However, due to its high price, this type of
insurance did not gain much popularity and was used in exceptional cases [1; 9; 13; 16].

Since the war led to a significant decrease in the amount of money received by insurance
companies in the form of insurance premiums, some insurance companies noted a sharp drop in
income by more than half. At the same time, sales of certain types of insurance in the first weeks of
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the war, on the contrary, were marked by growth. First of all, we are talking about travel insurance
(which, if necessary, would allow you to receive medical care abroad) and the international "Green
Card" automobile insurance system, which is due to the mass departure of the population abroad.
Even though the National Bank of Ukraine announced on February 28, 2022 that it was possible to
cross the border without a Green Card policy, it was almost impossible to get such a policy in the
border towns, given the fact that the insurance companies were running out of the corresponding
forms. Currently, the number of citizens traveling abroad has decreased, and therefore, accordingly,
sales of such types of insurance are returning to their usual levels [1; 17]. Probably, only some types
of compulsory insurance can be an exception, for example, as compulsory civil liability insurance
for owners of land vehicles. Given the mandatory nature of such insurance, if the level of sales will
decrease, it will not be as much as under voluntary types of insurance [1].

The war in Ukraine belongs to force majeure circumstances (circumstances of force
majeure), which was separately certified by the Chamber of Commerce and Industry [5; 14].
Insurance does not constitute any exception in the context of force majeure circumstances — the
parties to the insurance contract can refer to the effect of such circumstances as a basis for
exempting them from responsibility for non-fulfillment of the terms of the contract (relevant force
majeure clauses with reference to war are in practice always included in insurance contracts) [2].

However, it should be emphasized that:

— the effect of force majeure circumstances does not release the party from the obligation
under the contract, but is only a legitimate reason to postpone the fulfillment of such an obligation
until the end of their validity and not bear responsibility for such delay (in the form of fines);

— the mere fact of hostilities or the introduction of wartime restrictions does not release a
party from responsibility, if such circumstances do not directly prevent a person from physically or
legally fulfilling a specific obligation under the contract (for example, paying funds).

It is under such circumstances that the insurer can delay the insurance payment (following
the procedure for notification of force majeure and its confirmation), but will have to make it when
the effect of force majeure circumstances on him ceases [2].

Part 1 of Art. 991 of the Civil Code and part 1 of Art. 26 of the Law "On Insurance"
provides for a number of cases when the insurer has the right to refuse to make an insurance
payment. At the same time, this list is not exhaustive, and the contract may provide for other
reasons for refusing to make an insurance payment, if it does not contradict the law. In practice,
insurers include in the insurance rules additional grounds for refusing insurance payments, in
particular, those related to war [2]. Thus, since 2014, insurers have included a "war" clause in their
contracts - insurance contracts are generally not valid on the territory of hostilities and on the
occupied territories of Ukraine. This means that no incidents (whether caused by hostilities or
independent of them) are recognized as insurable if they occurred in a hostilities zone or in non-
government-controlled territory [2].

However, it should be understood that in case of refusal by the insurer to indemnify due to
the occurrence of force majeure circumstances, the latter must also substantiate the cause-and-effect
relationship between military actions and the consequences that make it impossible to pay
indemnification. For example, if, as a result of military aggression, the central office of the insurer
was destroyed and together with it, all physical carriers of information about clients and concluded
contracts were damaged, then such a case can be recognized as a force majeure circumstance [3].
The occurrence of force majeure circumstances does not automatically exempt from the fulfillment
of obligations, but can only be the basis for exemption from responsibility for non-fulfillment or
improper fulfillment of obligations (for example, exemption from fines, penalties). That is, if the
insurer, in accordance with the procedure established by the contract, notified the occurrence of
force majeure circumstances, then it is possible to agree with the insurer, or to object and demand
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the fulfillment of obligations. In this case, the client can go to court, and already during the case
review, the insurer must prove a cause-and-effect relationship between events and consequences
[3]. This rule is general for all force majeure circumstances, and it is valid in peacetime as well. In
the same way, the insured can be released from liability, for example, for non-payment of payments
under the contract, if he proves that he was affected by force majeure circumstances, and there is a
causal relationship between the event and the reasons for non-payment. Whether to release a person
from responsibility and whether there really is a cause-and-effect relationship will be decided by the
court during the trial.

If we are talking about insured events provided for in the insurance contract and which
occurred in the territories of hostilities or occupied territories of Ukraine after February 24, 2022,
then in these cases, the insurer cannot refuse to pay compensation either. This also applies to
property that was damaged in the territories of hostilities or occupied territories. Undoubtedly, there
will be difficulties with the departure and inspection of the damaged property by representatives of
the insurer, but there are no legal grounds to refuse compensation. Unfortunately, isolated cases of
such controversial issues and refusals to compensate are already known in current practice. Some
policyholders of their cars under OSCPV contracts have already faced refusal or delay in the
reimbursement procedure [14-16].

Until February 24, 2022, to determine the relevant territories, insurers were guided by the
order of the Cabinet of Ministers [6], which approved the list of settlements on the territory of
which state authorities temporarily do not exercise their powers, and the list of settlements located
on the contact line [2]. On the other hand, in the context of full-scale Russian aggression against
Ukraine from February 24, 2022, such "territorial" exceptions in insurance contracts are quite
controversial, since hostilities are not localized, and a clear regulatory list of administrative-
territorial units where hostilities continue is currently missing [2].

Thus, on March 13, 2022, the Cabinet of Ministers Resolution No. 269 amended the
Procedure for issuing and issuing a certificate of registration of an internally displaced person. This
resolution regulates the issue of registering internally displaced persons and defines the list of
territories where hostilities are taking place. At the same time, before a clear regulatory definition of
the territory of hostilities, the issue of the validity of insurance contracts on certain areas may be the
subject of a dispute with insurers [2].

Since the beginning of the Russian invasion, the largest insurance companies of Ukraine
have confirmed the validity of insurance contracts and their obligations to compensate for insured
events, which, however, does not cancel the above-mentioned exceptions. Insurance companies
followed a similar position in 2018, when martial law was introduced for the first time in some
regions of Ukraine [2].

On February 27, 2022, the National Bank, as a regulator of the insurance services market,
recommended that insurers simplify the procedure for settling cases that have insurance features by
making the maximum use of electronic documents and copies of the necessary documents in the
event that it is impossible or difficult to obtain their originals, as well as apply other means of
remote settlement of insurance cases. One of such simplified procedures has been available to
citizens for a long time - the drawing up of a "European protocol" using the so-called "autocivilka".
In addition, the regulator will not carry out inspections of participants in the insurance services
market and will extend the deadlines for their submission of annual financial statements [2]. In
addition, the National Bank of Ukraine promised to additionally communicate with the State Fiscal
Service regarding the non-application of fines to insurers for the period of the introduction of
martial law in Ukraine when using copies of documents (in paper or electronic form) that confirm
the fact of the occurrence of an insured event (clause 4 of clarification of the NBU dated February
27,2022) [3].
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Conclusion. Thus, insurance is the area of support for which the state will have to pay
special attention and introduce measures that will allow to support the industry, for example, by
reducing the tax burden or revising regulatory requirements. Also, insurance contracts are valid
regardless of the introduction of martial law in Ukraine, with standard force majeure clauses that
apply to other types of contracts. Instead, as a rule, insurers do not cover "war" risks and exclude
war zones and territories not controlled by the government from the insurance territory. The
uncertainty of such zones and territories can be the basis for disputes with insurers, which now
requires early communication between the parties to contracts on this issue.

Summarizing the above, it can be concluded that if a person has concluded a life, health or
private property insurance contract, the fact of the introduction of martial law on the territory of
Ukraine does not in any way affect the realization of his rights under this contract. Similarly, it does
not matter whether the person was harmed in the occupied territory or the territory of hostilities. If
an insured event occurred within the borders of Ukraine, and it is not related to military actions, the
insured has full right to compensation for damages under the contract. That is why insurance
companies must continue to work and provide citizens with insurance products, simplify the
procedure for concluding contracts and submitting applications for their changes, and also enable

clients to do this remotely.
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