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Mitigate Risk, Lower Premiums
and Maximize Coverage
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Part 1: The Cyber Resilience Mandate: Why
Insurance is now Non-Negotiable

The era of cyber insurance as an optional layer of protection is over. Today, it is a mandatory
component of modern business operations, driven not just by fear of attack, but by
contractual obligations and regulatory demands.

Insurers have responded to the surge in ransomware and business email compromise by
fundamentally changing their underwriting process, shifting focus from simple prevention to
cyber resilience—your proven ability to contain, recover, and minimize financial loss after an
incident.

The Evolving Threat & The Cost of Inaction

Ransomware attacks are costing businesses hundreds of thousands, if not millions, of
dollars. For executives, this is not just an IT problem; it's a direct threat to cash flow, revenue
generation, and reputation.

Financial Impact Percentage of Attacks Cost Implication

Reported losses exceeding

Significant Loss 3.5% $500,000

Reported losses between

Major Loss 16% $100,000 and $500,000

Source: [1] IBM. (2023). Cost of a Data Breach Report 2023. Retrieved from
https://www.ibm.com/downloads/cas/3R8NRYJ3

Crucially, standard commercial liability policies do not cover cyber-related losses, leaving
your business exposed to costs like forensic investigation, legal defense, customer
notification, and regulatory fines.
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Core Coverage Areas: The Financial Safety Net

A comprehensive cyber insurance policy offers two primary categories of coverage: First-
Party (direct losses to your company) and Third-Party (liability to others).

A. First-Party Coverage (Your Direct Costs)
These cover expenses your business incurs immediately following a cyber incident:

« Incident Response & Forensic Costs: Essential coverage for outside legal counsel (Breach
Coach), forensic investigators (to determine the scope and cause of the breach), and
public relations consultants.

« Cyber Extortion & Ransomware: Coverage for ransom payments (where legally
permissible) and the critical costs associated with negotiation and cryptocurrency
procurement.

« Business Interruption (BI): Reimburses lost income and extra expenses (like temporary
hardware rental) incurred while your network is down due to a covered cyber event. Be
mindful of the waiting period (time deductible) before Bl coverage kicks in.

- Data Restoration & Recovery: Costs to rebuild systems, restore damaged data, and repair
corrupted software.
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B. Third-Party Coverage (Liability to Others)

These cover costs arising from claims made against your business by customers, partners,
or regulatory bodies:

« Privacy & Network Security Liability: Covers defense costs and settlement payments
arising from lawsuits brought by customers or partners due to your network security
failure or failure to protect data.

« Regulatory Defense & Penalties: Crucial coverage for fines and legal expenses resulting
from investigations by regulators (e.g., HIPAA, GDPR, state privacy laws). This coverage
is often capped by a sub-limit.
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Part 2: Deconstructing the Policy: What to Look
for and What to Avoid

Navigating a policy requires vigilance. The financial value of your cyber insurance is defined
less by the overall limit and more by the sub-limits, exclusions, and warranties within the
contract.

The Importance of Sub-Limits

A policy may have a $5 million overall limit, but if the sub-limit for a common claim type is
low, your exposure remains high. Always scrutinize the sub-limits for the following high-risk
areas:

1.Social Engineering/Funds Transfer Fraud: Coverage for when an employee is tricked
into sending funds to a criminal. If your business regularly handles wire transfers, this
sub-limit should be high.

2.Regulatory Defense & Fines: The costs for investigating a compliance failure (like a
HIPAA violation) can be high, even if the fine is low. Ensure the defense costs are
adequately covered.

3.Ransomware/Extortion Payments: While generally covered under the main limit, some
carriers are introducing sub-limits or specific requirements around recovery strategy for
ransomware claims.

Exclusions: The Red Flags That Void Coverage

Insurers are actively adding exclusions that put the burden of proof for security maintenance
back on the business. The most critical exclusion to watch for is the "Failure to Maintain
Security" clause.

« The Warranty Risk: Your insurance application is a warranty of your current security
posture. If you state that Multi-Factor Authentication (MFA) is implemented across all
privileged accounts, and a claim is denied because it wasn't, the entire policy could be
voided due to misrepresentation.

« The Compliance Gap: Some policies exclude claims related to known, unpatched
vulnerabilities after a certain discovery period (e.g., 30 or 60 days).

The Contractual Obligation Review

Many B2B client and vendor agreements require you to carry specific levels of cyber
insurance. Failing to meet these standards can lead to breach of contract.

Action Item: Review all major vendor, partner, and customer contracts. Identify the required
limits of liability and the required security controls (e.g., "Must maintain an annual Security
Assessment”). Use your insurance policy to satisfy these external requirements.
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Part 3: Achieving Cyber Readiness: The Path to
Lower Premiums

-

Step 1:
Conduct a Cyber Readiness Review

Before filling out any insurance application, you must conduct an internal review that
mirrors the insurer's perspective.

« Asset and Data Inventory: Do you know where all your sensitive data (PII, PHI,
financial records) is stored? You cannot protect whate/ou cannot locate.

« Identify Your Crown Jewels: What systems, if taken offline, would halt business (e.g.,
ERP, billing, email)? These systems require the highest level of security and should
be the priority of your review.

Vendor Risk Assessment: Do your third-party vendors and partners have adequate
security? Insurers will scrutinize your vendor management practices, as a supply chain
attack could originate from any partner.

Step 2:
Adopt a Security Control Framework

Insurers require demonstrable maturity. Adopting a recognized security framework
provides the structure and documentation needed to prove you are managing risk
proactively.

« Recommended Frameworks:
« NIST Cybersecurity Framework (CSF): Highly favored in the US, providing a high-
IF?veI structure around five key functions: Identify, Protect, Detect, Respond, and
ecover.

CIS Critical Security Controls (CIS Controls): A prioritized set of best-practice controls,
often favored for providing clear, actionable technical steps (e.g., Control 1: Inventory of
Enterprise Assetsf.

Step 3:
Implement a Policy and Governance Roadmap

A control is only effective if it is formalized. You must create clear, governing documents
and assign accountability.

« The Governance Structure: Assign accountability using a RACI matrix (Responsible,
Accountable, Consulted, Informed) for all security controls. Implement regular
(quarterly or bi-annual) IT steering committee meetings to report on security posture
to leadership.

« Essential Policies to Document:

Written Information Security Policy (WISP)

Incident Response Plan (IRP)

Data Retention and Destruction Policy

Acceptable Use Policy

Password Management Policy
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Part 4: The Mandatory Checklist - Technical and
Administrative Controls

The underwriting process is now focused on mandatory minimum controls. If your business
fails to meet the following requirements, you risk being denied coverage or facing
significantly higher premiums.

The Technical Fundamentals (Non-Negotiable Controls)

Control Area

Requirement

Risk Mitigated

Access Control
(MFA)

Mandatory MFA for all remote
access all cloud services and all
privileged administrative
accounts

Stolen credentials, Business
Email Compromise (BEC)

Endpoint Security

Implement EDR or MDR Solution

Ransomware execution,
advanced malware that
bypasses legacy antivirus

Data Recovery

Implement the 3-2-1 Backup Rule

Data loss, inability to recover
from a ransomware event
without paying.

Vulnerability
Management

Documented process for
patching critical vulnerabilities
within 72 hours

Exploitation of known
software flaws

Filtering Tools

Email security with advanced
spam and malware filtering

Phishing and malicious
payload delivery

Privilege
Management

Least Privilege Access for al
users and use a PAM solution for
admin accounts

Lateral movement of
attackers within the network
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Administrative & Compliance Controls

Control Area Requirement Risk Mitigated

. A formal, documented plan with
Incident Response . . Insurers want proof you can
defined roles, communication

Plan . respond to incidents fast
protocols and escalation paths P

Proves that the plan works

Testing and Dirills Annual tabletop exercises
under pressure

Essential for forensic
investigation to determine
the scope of the breach

Centralized, secure retention of

Audit Logging audit logs for at least 90 days

Preventing internal security
breaches and unauthorized
access

Formal procedures for new user

User Management s
provisioning

Conclusion: Your Proactive Path to Resilience

Cyber insurance is not a substitute for security; it is the final layer of your risk management
strategy. By focusing on the mandatory controls—MFA, EDR, and Immutable Backups—you
will not only meet underwriting requirements but also dramatically improve your cyber
resilience.

Receive a complimentary cyber insurance consultation from Secnap

Our experienced specialists will:
» Assess your cyber risk and existing defenses.
« Explain coverage options (data breaches, business
interruption, regulatory fines, legal expenses).
« Tailor a solution to your needs and budget.
« Guide you through the application.

Don't wait for an attack. Schedule your Cyberinsurance

Consultation today to understand your risks, explore
options, and protect your business against cybercrime.
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