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Classification: Confidential

Safety production liability

4.1 billion Yuan
forecast premium (2020)

43%
premium year-on-year growth (2017-2018)

<6%
insurance penetration

16 Provinces
have adopted the compulsory SPLI master insurance program

> 70% Loss ratio
according to insurers interviewed by Nankai University

Safety production liability insurance (SPLI),  is one of the industry-wide unified insurance 
projects promoted by the government in recent years. It has been made compulsory in 
eight high-risk industries; coal mines, non-coal mines, dangerous chemicals, fireworks 
and firecrackers, transportation, construction, civil explosives, metal smelting, and 
fishery production . Other industries are also encouraged to purchase SPLI.

SPLI covers personal injury and death compensation of employees, personal injury and 
death compensation of the public and the third party and property loss compensation, as 
well as accident rescue and rescue, medical rescue, accident identification, legal 
proceedings and other expenses.

In general, there is a large domestic capital requirement to be able to bid for the 
Government’s projects, thus the large domestic funded insurance companies account 
for the majority of SPLI market share, and overseas funded direct insurance companies 
have not yet fully established themselves in the SPLI market.
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Classification: Confidential

Environmental pollution liability

300 million Yuan
premium income (2017)

25%
premium year-on-year growth rate (2018)

2.2% – 8%
insurance penetration rate

28 Provinces 
have companies who purchase EPLI cover

90%
of the EPLI market is made up of three domestic insurers

Environmental pollution liability insurance (EPLI) covers the insured’s civil 
compensation liability including the compensation for bodily injury, death and property 
damage to the public for the occurrence of pollution damage accidents caused by 
negligence or violation of laws and regulations.

There are several common EPLI extensions including: theft and robbery liability, mental 
damage liability, own site cleaning costs, natural disaster liability, special agreement on 
environmental pollution liability accidents, over-compensation special agreement and 
vehicle pollution liability.

A key difference between common EPLI policies written in London and China is that 
the latter does not cover progressive pollution and biodiversity damage. On the other 
hand, common London market exclusions for any loss of or damage to the delivered 
goods, means of transport, voluntary redevelopment and investigation costs are not 
listed in China’s EPLI.

At the moment EPLI is still concentrated in high-risk industries, and the penetration 
rate is relatively low. With the introduction of the “Compulsory EPLI”, other industries 
where pollution is involved will be covered in the future.
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Classification: Confidential

Food safety liability

100 million Yuan
annual premium income (2018)

25%
of total FSLI premium written by state-owned insurer PICC P&C

<10%
insurance purchase rate

<30%
claims ratio (according to domestic insurers interviewed by Nankai 
University)

6%-8%
underwriting profit according to one major domestic insurer

Food Safety Liability (FSLI) provides coverage for businesses engaged in food 
production and business operations, who will be liable for any compensation due to any 
defects in their food products that cause personal injury or property damage to 
consumers in the process of consumption.

At present, local governments require enterprises to buy the insurance in the pilot areas 
of Chinese FSLI, while in other areas, enterprises can voluntarily choose whether to buy 
FSLI.

1999

2009

2012

2015

2018

First introduced 
by insurer PICC 
P&C.

First officially endorsed by the 
government in the “Food 
Safety Act of China” (2009)

The State Council of China put 
forward the idea of a pilot project 
for a “compulsory FSLI system”

In January,  the Food Safety Office of the State 
Council issued the “Guidelines on the pilot work 
of FSLI” to encourage local governments to carry 
out pilot projects.

In April, the state “encourages 
food production and marketing 
enterprises to purchase FSLI”.
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Inherent defect insurance

700 million Yuan
annual  premium  income for   Shanghai  alone

10 Year
long-tail liability limit

3.6 billion Yuan exposure
across 20 large infrastructure projects in more than 10 countries written 
from Shanghai

6%
domestic markets writing inherent defect insurance

The Inherent Defect Insurance (IDI) in China's liability insurance market is used as 
construction project quality insurance or construction project inherent defects insurance. The 
insured under an IDI policy are the construction project undertakers, generally including: 
construction units, design units, etc.

The IDI can be divided into two parts: the physical loss insurance and the ten-year liability 
insurance. Under the physical loss insurance, which belongs to the first party insurance, the 
insured is the owner and developer of the construction; under the ten-year liability insurance, 
which is a third-party liability insurance, the insured is the construction and design unit. 

The legal basis of IDI is mainly formed by the Building Law of the People's Republic of China 
(Building Law) , Regulations of the People's Republic of China on Quality Management of 
Construction Projects (Construction Projects) formulated by the Building Law and 
other relevant laws or regulations.

In accordance with the relevant laws and regulations mentioned above, construction, 
survey, design, construction and engineering supervision units shall be liable for the 
quality of construction projects according to law.
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Litigation property preservation liability

1.5billion Yuan
annual premium income (2017)

4%
of the Chinese liability market is made up of LPPLI

50%
claims ratio (2018)

2.17%
rise in civil contract disputes in China (2018)

1%
average market premium rate (2018)

The litigation property preservation liability insurance (LPPLI) covers the liability risk of a 
party who, in the course of litigation, causes direct financial losses to the defendant due to 
the wrongful application for litigation preservation.

In China, prior to filing a lawsuit, the involved parties must provide a financial guarantee for the 
property which is to be preserved as well as potentially having to provide a guarantee in 
relation to the application for property preservation. Traditional methods of this guarantee, 
like letters of guarantee from commercial banks or providing your own capital often fall short 
and fail to meet the standards of judicial practice and so a new mechanism has emerged –
“Litigation Property Preservation Liability” to cover this requirement.

When the property preservation error causes the defendant to suffer the loss, the insurer 
shall be liable for the compensation for the loss determined by the effective judgment of the 
court. LPPLI covers litigant negligence or fault liability risk.

Classification: Confidential
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