Life science companies are more likely to be sued than any
other industry class
A review of federal securities class actions shows that 25% of new federal
securities cases in 2016 were filed against life science companies, up
from 9% in 2011.¹
Approximately 50% of life science companies sued in 2016 had a market
capitalization of less than $500M. Suits against life science companies
are most commonly brought in the Ninth, Second and Third Circuits.1

The ‘soft’ market is not so soft for life science companies

D&O for publicly
traded life science
companies

While most public companies in the U.S. have continued to enjoy favorable
market conditions for purchasing D&O over the past several years, life
science companies have faced tougher conditions with upward pressure
on primary pricing and increased policy retentions.
This can be explained in part because some insurers have exited the
primary D&O space for these companies based largely on the increased
volume of federal litigation which has been exacerbated by the significant
M&A activity in this space and the inevitable shareholder litigation that
ensues.

Why your broker needs to understand your industry
Litigation against life sciences companies is quite likely to be
industry-specific, focusing on regulatory approvals, clinical trials data,
manufacturing and product safety/efficacy issues. While accounting
issues drive securities suits in most industries, over 50% of suits against
life science companies in 2016 included allegations of misrepresentations
or omissions regarding product efficacy, product safety and/or the
likelihood of FDA approval. Further examples of litigation specific to the
industry involve allegations relating to regulatory hurdles or timing of FDA
approval.
However, 2016 saw some positive news in decisions rendered by federal
courts. Cases that went to trial and which were based on negative
outcomes in clinical trials or adverse FDA approval rulings were more
likely to be found in the defendants’ favor showing the importance of
transparency and strong risk factor disclosure. Cases involving actions
after a company’s product is on the market showed more mixed results,
some favoring defendants but others ruled in favor of the plaintiffs.
Companies involved in clinical trials face numerous milestones that can
materially impact the viability of a company. Ensuring that your policy
responds to critical risk exposures at each juncture is essential. Equally
important is selecting insurers who understand and will support you
through the next stages.
The milestone events that your company faces may be material but they
are foreseeable events; Willis Towers Watson, a broker who understands
your business, can help you plan your insurance accordingly. The success
that many life science companies have in defending suits against them
means that the frequency of suits does not generally result in a high
volume of large settlements. This is important as it means that excess
layers of D&O insurance are often shielded from a lot of the activity that
impacts primary D&O and should be priced accordingly.

Everywhere you plan to be

Will your policy respond to a claim?
Willis Towers Watson relies on life science industry D&O experts
to ensure that your policy provides the coverage and limits that
you require. Our analytical approach to help you set the right limits
combined with our line-by-line review of your policy wordings ensure
you the highest level of comfort that you can rely on your policy in the
event of a claim.

D&O Practice

Over 125 team members in in North America including more
than 80 specialists who provide risk management advisory and
insurance placement services working with additional experts in
London, Bermuda and around the world


More than 200 life science D&O clients in U.S.

National Life Science D&O Centers of Excellence

Life science expertise


We will ensure that your policy responds to critical risk exposures


350 industry colleagues in more than 100 countries including


We will conduct a no-obligation, confidential review of your

200 in USA


More than 500 clients in North America and 700 Globally

The most advanced loss modeling in the industry

A globally integrated practice that operates as a key part of
your team, providing industry specialist insight and complete
insurance solutions

at each stage of your company’s evolution ( Do you have gaps in
coverage?)
coverage and highlight key areas that can impact coverage for
life science companies


The industry’s most advanced loss modeling tools will ensure
that you have enough coverage and that you never pay more than
you should

Please contact your Willis Towers Watson team or:
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