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2828 E. TRINITY MILLS ROAD SUITE 150 CARROLLTON, TX 75006
TEL: (214) 390-1825 FAX:(214)390-1975

Kenneth J. Hill, CPCU
Regional Director. Government Relations

June 27, 2008

Honorable Julie Benafield Bowman
Commissioner of Insurance
Arkansas Insurance Department

1200 West Third Street .
Little Rock, Arkansas 72201-1904 - Approved until withdrawn
) or revoked
Attention: William R. Lacy, Director 3 '
Property and Casualty Division JuL 08 2008
Arkansasg Insurance Department
RE: Insurance Services Office,Inc. By: béﬁ\/

BM 2008-OEBWE

Equipment Breakdown

Introduction of Revised Multistate Water Exclusion
State of Arkansas

Dear Mr. Lacy:

On behalf of those participating insurers that have authorized Insurance Services Office, Inc. to do
so, we hereby file the captioned filing. '

It is proposed that this revision will become effective in accordance with the following rule of
application:

These changes are applicable to all polices written on or after January 1, 2009.

Please return an acknowledged copy of this cover letter for our records. An addressed, stamped
envelope is enclosed for your convenience. We have also included an additional copy of this letter
and envelope; we request that you return it now with a “received” stamp to confirm that you have
received the filing.

Very truly yours,

T 205> /% - RECEIVEU

Donald J. Beckel, CPCU, ARM { JuL 08 2008

Assistant Regional Manager

Government Relations SUALTY DIVISION

OPERTY AND CA 151UR

g«%KANSAS INSURANCE DEPARTHENT

DJB:dlb :

Encl.




Effective March 1, 2007

ARKANSAS

a. Date the filing is received.
b. Analyst:
Approved untll withdrawr c. Disposition:
or revoked d. Date of disposition of the filing:

e. Effective date of filing:

JuL 08 2008 New Business

ce Department Renewal Business
W““’“ P f _State Filing #

g. SERFF Filing #:
h. Subject Codes |

3. | Group Name Group NAIC #

4. | Company Name(s) Domicile NAIC # FEIN # State #
Insurance Services Office, Inc. DE 13-3131412

5. | Company Tracking Number BM-2008-OEBWE

Contact Info of Filer(s) or Corporate Officer(s) [include toll-free number]

6. Name and address Title Telephone #s FAX # e-mail
Donald J. Beckel Asst. " | (214) 390-1825 (214) 390-1975 | DBECKEL®@iso.com
Insurance Services Office, Inc. Regional Ext. 224
2828 E. Trinity Mills Rd., Ste. 150 | Manager
Carrollton, TX 75006

— .
7. | Signature of authorized filer / )m@,g.f} j«%‘?
8. | Please print name of authorized filer Donald J. Beckel i
Filing information (see General Instructions for descriptions of these fields)
9. | Type of Insurance (TOI) 27.0 Boiler And Machinery
10. | Sub-Type of Insurance (Sub-TOlI) 27.0000
11. | State Specific Product code(s)(if
applicable)[See State Specific Requirements] Not Applicable
12. | Company Program Title (Marketing title) | Equipment Breakdown
13. | Filing Type [ ] Rate/Loss Cost [ JRules [ ]Rates/Rules
Xl Forms [] Combination Rates/Rules/Forms
[] Withdrawal [] Other (give description)
14. | Effective Date(s) Requested New: | 1-1-2009 | Renewal: | 1-1-2009
15. | Reference Filing? []Yes [X No -
16. | Reference Organization (if applicable) | Not Applicable
17. | Reference Organization # & Title Not Applicable , ;
18. | Company's Date of Filing 6/2‘7/08
19. | Status of filing in domicile [] Not Filed [X] Pending [ ] Authorized [ | Disapproved
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Effective MarchA1, 2007 ARKANSAS

Property & Casualty Transmittal Document---

[ 20. | This filing transmittal is part of Company Tracking # | BM-2008-OEBWE |

| 21. | Filing Description [This area can be used in lieu of a cover letter or filing memorandum and is free-form text] |

This filing revises the current Water Exclusion and Water Damage provision in the Equipment Breakdown
Protection Coverage Form.

29 Filing Fees (Filer must provide check # and fee amount if applicable)
* | [If a state requires you to show how you calculated your filing fees, place that calculation below]

Check#: 104959
Amount: g/m‘ 00

Refer to each state's checklist for additional state specific requirements or instructions on
calculating fees.

***Refer to each state’s checklist for additional state specific requirements (i.e. # of additional copies required,
other state specific forms, etc.)
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Effective March 1, 2007

FORM FILING SCHEDULE

ARKANSAS

(This form must be provided ONLY when making a filing that includes forms)

(Do not refer to the body of the filing for the forms listing, unless allowed by state.)

[ 1. | This filing transmittal is part of Company Tracking # | BM-2008-OEBWE

2.

This filing corresponds to rate/rule filing number

(Company tracking number of rate/rule filing, if applicable)

Form Name

/Description/Synopsis

Form #
Include edition date

Replacement
Or
withdrawn?

If replacement,
give form #
it replaces

Previous state
filing number,
if required by state

01

Equipment Breakdown

Protection Coverage
Form

EB 002008 08

[ ] New
X Replacement

[ ] Withdrawn

EB 0020 09 07

02

] New

[] Replacement
[ ] Withdrawn

03

] New
] Replacement

[ ] Withdrawn

04

] New

[] Replacement
[ ] Withdrawn

05

] New
[] Replacement
[] Withdrawn

06

[ ] New

[ Replacement
[] withdrawn

07

] New
[] Replacement
[] Withdrawn

08

[] New
[] Replacement

[ ] Withdrawn

09

] New

[] Replacement
[] withdrawn

] New
[_] Replacement

[ ] withdrawn
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EQUIPMENT BREAKDOWN
FORMS FILING BM-2008-OEBWE

Introduction of Revised Multistate
Water Exclusion

About This Filing

The current Water Exclusion in ISO policies is being replaced for various
commercial lines of business. This filing revises the current Water Exclusion
and Water Damage provision in the Equipment Breakdown Protection Coverage
Form.

Revised Form

We are revising EB 00 20 09 07 Equipment Breakdown Protection Coverage
Form.

We have used a format of striking-threugh deletions, underlining additions and
inserting a revision bar in the left margin to indicate changes from the 09 07
edition to the 08 08 edition. Concurrent with implementation, the 08 08 edition
will supersede the 09 07 edition.

Background

In In re Katrina Canal Breaches Litigation, 466 F. Supp. 2d 729 (E.D.La. 2006),
the United States District Court for the Eastern District of Louisiana examined
the applicability of water damage exclusions, which contained the undefined
term "flood", in several different homeowners insurance policies. With respect to
the applicability of the exclusion(s) to the damage(s) at issue in this case, the
court stated, in part:

It is the considered opinion of this Court that because the policies are
all-risk, and because "flood" has numerous definitions, it reasonably
could be limited to natural occurrences. Simply put, the language of the
1SO Water Damage Exclusion chosen by the insurer is unclear. Indeed,
the broad definition defendants seek to employ-that is that the term
"flood"” means the inundation of usually dry land by water - makes the
remaining part of the exclusion superfluous. The ensuing words "waves,
tidal water, overflow of a body of water or spray from any of these,
whether or not driven by'wind " all are instances relating to natural
events which can cause inundation of usually dry land. Thus, to use the

© Insurance Services Office, inc., 2008 5
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broadest definition of the term "flood" in interpreting the exclusion,
would render the rest of the clause useless.

Subsequently, the United States Fifth Circuit Court of Appeals overturned, in
part, the decision of the Eastern District Court in In re Katrina Canal Breaches
Litigation, 495 F.3d 191 (5th Circ. 2007), cert. denied, 128 S. Ct. 1230 (2008),
and cert. denied, 128 S. Ct. 1231 (2008). In its ruling, the court stated, in part:

In sum, we conclude that the flood exclusions in the plaintiffs’ policies
are unambiguous in the context of the facts of this case. In the midst of a
hurricane, three canals running through the city of New Orleans
overflowed their normal boundaries. The flood control measures, i.e.,
levees, that man had put in place to prevent the canal’s floodwaters from
reaching the city failed. The result was an enormous and devastating
inundation of water into the city, damaging the plaintiffs’ property. This
event was a "flood” within that terms' generally prevailing meaning as
used in the common parlance, and our interpretation of the exclusions
ends there. The flood is unambiguously excluded from coverage under
the plaintiffs' all-risk policies, and the district court’s conclusion to the
contrary was erroneous.

More recently, the Louisiana Supreme Court, in Sher v. Lafayette Ins. Co., No.
07-C-2441 (consolidated with No. 07-C-2443), 2008 WL 928486 (La. Apr.
08, 2008), reversed a lower court’s ruling that found the word “flood”
ambiguous in the water exclusion of a commercial all-risk policy covering a five-
unit apartment building. In its ruling, the court stated, in part:

The term "flood" is not defined in the policy. In such a case, the word
should, as stated above [elsewhere in the decision], be given its plain,
ordinary and generally prevailing meaning....

The plain, ordinary and generally prevailing meaning of the word

"flood" is the overflow of a body of water causing a large amount of
water to cover an area that is usually dry. This definition does not
depend on locality, culture, or even national origin - the entire English
speaking world recognizes that a flood is the overflow of a body of water
causing a large amount of water to cover an area that is usually dry
land. Contrary to the court of appeal's reasoning, this definition does not
change or depend on whether the event is a natural disaster or a man-
made one - in either case, a large amount of water covers an area that is
usually dry. The plain, ordinary and generally prevailing meaning is all-
inclusive. Further, of the examples of high water contained in the
exclusion and described by the court of appeal as "natural disasters”,
only one, tides, is exclusively natural - waves, tidal waves, and the
overflow of water may be either natural or man-made, [FN2] as may be
"floods”....

© Insurance Services Office, Inc., 2008 <




EQUIPMENT BREAKDOWN
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[FN2. Waves may be caused by high wind, boats, or even cars
driven in high water. Tidal waves are caused by seismic events,
such as earthquakes, underwater landslides (which may be
natural or man-made), or underground nuclear testing. Water
may overflow its natural boundaries because of seasonal rising
of the water level, damming, levee breakage, or other natural
and man-made causes.]

Furthermore, use of the restrictive definition would lead to absurd
results. Using the court of appeal's definition, a homeowner whose house
is located outside a protective levee would be excluded from recovering
flood damages to his property, while a homeowner whose house is
located inside the levee system would be able to recover under the same
policy for the same flood water simply because it flowed through a
breach in the levee.

Explanation of Changes

Water Exclusion

After considering issues raised in recent litigation surrounding the Water
Exclusion and to reinforce the scope of the provision, we are revising the current
Water Exclusion and Water Damage provision in Equipment Breakdown
Protection Coverage Form EB 00 20.

The revisions being made include:

¢ Language reinforcing the scope of the water exclusion regardless of the
cause, that is, water damage caused by an act of nature or otherwise caused.
Specific mention is made of various boundary or containment systems such
as dams and levees to further 'highlight, this point;

¢ Additional references including references to tsunami and storm surge, in
order to reinforce the application of the exclusion with respect to such
events; and

# Reference to waterborne material, which has been positioned to apply
uniformly to all aspects of the exclusion.

Additionally, we are:

¢ Revising the exclusionary provision relating to sump backup and overflow,
to also refer to sump pumps and related equipment, and to reinforce that such
provision applies regardless of the means or direction of discharge. The
revised language comports with current language in ISO personal lines

property policies;

© Insurance Services Office, Inc., 2008
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¢ Revising the wording in paragraph 5.e. Water Damage of Paragraph C.
Limits Of Insurance to remove the words "except no coverage applies to such
damage resulting from leakage of a sprinkler system or domestic water
piping". These words are redundant as such water damage losses are already
excluded in the form's Water exclusion.

¢ Making minor editorial changes.

Copyright Explanation

The material distributed by Insurance Services Office, Inc. is copyrighted. All
rights reserved. Possession of these pages does not confer the right to print,

reprint, publish, copy, sell, file or use same in any manner without the written
permission of the copyright owner.

Important Note

Insurance Services Office, Inc. (ISO) makes available advisory services to
property/casualty insurers. ISO has no adherence requirements. ISO policy forms
and explanatory materials are intended solely for the information and use of
ISO's participating insurers and their representatives, and insurance regulators.
Neither ISO's general explanations of policy intent nor opinions expressed by
ISO's staff necessarily reflect every insurer's view or control any insurer's
determination of coverage for a specific claim. ISO does not intercede in
coverage disputes arising from insurance policies. If there is any conflict between
a form and any other part of the attached material, the provisions of the form

apply.

© Insurance Services Office, Inc., 2008




EQUIPMENT BREAKDOWN
EB 00 20 08 08

EQUIPMENT BREAKDOWN PROTECTION
COVERAGE FORM

Various provisions in this policy restrict coverage.
Read the entire policy carefully to determine rights,
duties and what is and is not covered.

Throughout this policy the words "you" and "your"
refer to the Named Insured shown in the Declarations.
The words "we", "us" and "our" refer to the Company
providing this insurance.

Other words and phrases that appear in quotation
marks have special meaning. Refer to Section F —
Definitions.

A. Coverage
_1. Covered Cause Of Loss

Covered Cause of Loss is a "Breakdown" to
"Covered Equipment"”.

2. Coverages Provided

Each of the following coverages is provided if
either a limit or the word INCLUDED is shown
for that coverage in the Declarations. If neither
a limit nor the word INCLUDED is shown, then
that coverage is not provided.

These coverages apply only to that portion of
the loss or damage that is a direct result of a
Covered Cause of Loss.

a. Property Damage

We will pay for direct damage to "Covered
Property” located at the premises described
in the Declarations.

b. Expediting Expenses

With respect to direct damage to "Covered

Property" we will pay for the extra cost you

necessarily incur to:

(1) Make temporary repairs; and

(2) Expedite the permanent repairs or re-
placement of the damaged property.

¢. Business Income And Extra Expense Or
Extra Expense Only
(1) We will pay:

(a) Your actual loss of "Business In-
come” during the "Period of Restora-
tion"; and

{b) The "Extra Expense" you necessarily
incur to operate your business during
the "Period of Restoration".

EB 00 20 08 08
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However, if coverage for "Extra Ex-
pense" only is indicated in the Declara-
tions, then coverage for "Business In-
come" is not provided.

We will consider the experience of your
business before the "Breakdown" and
the probable experience you would have
had without the "Breakdown” in deter-
mining the amount of our payment.

If you have coverage for "Business
Income" and "Extra Expense" or "Extra
Expense” only and:

(a) If a number of days is shown in the
Declarations for Extended Period of
Restoration Coverage, it will replace
the five consecutive days in the defi-
nition of "Period of Restoration”.

(b) If you have coverage for Ordinance
or Law, then the "Period of Restora-
tion" is extended to include the addi-
tional period of time required for
demolition, removal, repair, remodel-
ing or reconstruction.

(c) If "Media" is damaged or "Data" is
lost or corrupted, we will pay your
actual loss of "Business Income”
and/or "Extra Expense" during the
time necessary to:

(i) Research, replace or restore the
damaged "Media" or lost or cor-
rupted "Data"; and

(ii) Reprogram instructions used in
any covered "Computer Equip-
ment".

There shall be no coverage for any
"Media" or "Data" that we determine
is not or cannot be replaced or re-
stored.

Unless a higher limit is shown in the
Declarations, we will pay the lesser
of your actual loss of "Business in-
come" and/or "Extra Expense” up to
30 days after the "Period of Restora-
tion" or $25,000.

Page 1 of 18
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d. Spoilage Damage

(1) We will pay for the spoilage damage to
raw materials, property in process or fin-
ished products, provided all of the fol-
lowing conditions are met:

(a) The raw materials, property in proc-
ess or finished products must be in
storage or in the course of being
manufactured;

{b) You must own or be legally liable
under written contract for the raw
materials, property in process or fin-
ished products; and

(c) The spoilage damage must be due
to the lack or excess of power, light,
heat, steam or refrigeration.

(2) We will also pay any necessary ex-
penses you incur to reduce the amount
of loss under this coverage. We will pay
such expenses to the extent that they do
not exceed the amount of loss that oth-
erwise would have been payable under
this Coverage Form. '

e. Utility Interruption

If you have coverage for "Business Income"
and "Extra Expense”, "Extra Expense" only
or Spoilage Damage, that coverage is ex-
tended to include loss resulting from the in-
terruption of utility services provided all of
the following conditions are met:

(1) The interruption is the direct result of a
"Breakdown" to "Covered Equipment’
owned, operated or controlied by the lo-
cal private or public utility or distributor
that directly generates, transmits, dis-
tributes or provides utility services which
you receive;

{2) The "Covered Equipment" is used to
supply electric power, communication
services, air conditioning, heating, gas,
sewer, water or steam to your premises;
and

(3) The interruption of utility service to your
premises lasts at least the consecutive
period of time shown in the Declara-
tions. Once this waiting period is met,
coverage will commence at the initial
time of the interruption and will be sub-
ject to all applicable deductibles.

\O
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f. Newly Acquired Premises

We will automatically provide coverage at
newly acquired premises you have pur-
chased or leased. This coverage begins at
the time you acquire the property and con-
tinues for a period not exceeding the num-
ber of days indicated in the Declarations for
Newly Acquired Premises, under the follow-
ing conditions:

(1) You must inform us, in writing, of the
newly acquired premises as soon as
practicable;

(2) You agree to pay an additional premium
as determined by us;

(3) The coverage for these premises will be
subject to the same terms, conditions,
exclusions and limitations as other in-
sured premises; and

{4) If the coverages and deductibles vary
for existing premises, then the cover-
ages for the newly acquired premises
will be the broadest coverage and high-
est limits and deductible applicable to
the existing premises.

g. Ordinance Or Law Coverage

The following applies despite the Ordinance
or Law Exclusion and provided these in-
creases in loss are necessitated by the en-
forcement of any laws or ordinances that
are in force at the time of the "Breakdown",
which regulate the demolition, construction,
repair or use of the building or structure.
With respect to the building or structure that
was damaged as a resuit of a "Breakdown":

(1) We will pay for:
(a) The loss in value of the undamaged
portion of the building or structure as
a consequence of enforcement of an
ordinance or law that requires the

demolition of undamaged parts of
the same building or structure;

(b) Your actual cost to demolish and
clear the site of the undamaged
parts of the same building or struc-
ture as a consequence of enforce-
ment of an ordinance or law that re-
quires the demolition of such
undamaged property; and

(c) The increased cost actually and
necessarily expended to:

(i) Repair or reconstruct the dam-
aged or destroyed portions of the
building or structure; and

EB 00 20 08 08
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(i) Reconstruct or remodel the un-
damaged portion of that building
or structure with buildings or
structures of like materials,
height, floor area, and style for
like occupancy, whether or not
demolition is required on:

i. The same premises or on
another premises if you so
elect. However if you rebuild
at another premises, the most
we will pay is the increased
cost of construction that we
would have paid to rebuild at
the same premises; or

ii. Another premises if the relo-
cation is required by the ordi-
nance or law. The most we
will pay is the increased cost
of construction at the new
premises.

(2) We will not pay for any:

(a) Demolition or site clearing until the
undamaged portions of the buildings
or structures are actually demol-
ished;

{b) Increase in loss until the damaged or
destroyed buildings or structures are
_actually rebuilt or replaced and ap-
proved by the regulating government
agency;

(c) Loss due to any ordinance or law
that:

(i) You were required to comply with
before the loss, even if the build-
ing was undamaged; and

(ii) You failed to comply with;

“(d) Increase in the loss, excess of the
amount required to meet the mini-
mum requirement of any ordinance
or law enforcement at the time of the
"Breakdown";

(e) Increase in loss resulting from a
substance declared to be hazardous
to health or environment by any gov-
ernment agency;

(f) Loss or expense sustained due to
the enforcement of any ordinance or
law which requires the demolition,
repair, replacement, reconstruction,
remodeling or remediation of prop-
erty due to the presence, growth,
proliferation, spread or any activity of
"Fungus", wet or dry rot; or

()

(g) Costs associated with the enforce-
ment of any ordinance or law which
requires any insured or others to test
for, monitor, clean up, remove, con-
tain, treat, detoxify or neutralize, or in
any way respond to, or assess the
effects of "Fungus", wet or dry rot.

If:

(a) The building or structure is damaged
by a "Breakdown" that is covered
under this policy;

(b) There is other physical damage that
is not covered under this policy; and

(c) The building damage in its entirety
results in enforcement of ordinance
or law; '

then we will not pay the full amount of
the loss under this coverage. Instead,
we will pay only that proportion of such
loss; meaning the proportion that the
covered "Breakdown" loss bears to the
total physical damage.

But if the building or structure sustains
direct physical damage that is not cov-
ered under this policy and such damage
is the subject of the ordinance or law,
then there is no Ordinance Or Law cov-
erage under this Coverage Part even if
the building has also sustained damage
by a covered "Breakdown".

h. Errors And Omissions
We will pay for any loss or damage, which

is

not otherwise payable under this Cover-

age Part solely because of the items listed
below:

(1)

(2)

(3)

Any error or unintentional omission in

the description or location of property as
insured under this Coverage Part or in
any subsequent amendments;

Any failure through error to inciude any
premises owned or occupied by you at
the inception date of this Coverage Part;
or

Any error or unintentional omission by
you that results in cancellation of any
premises insured under this policy.

No coverage is provided as a result of any
error or unintentional omission by you in the
reporting of values or the coverage you re-
quested.

© Insurance Services Office, Inc., 2008
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It is a condition of this coverage that such
errors or unintentional omissions shall be
reported and corrected when discovered.
The policy premium will be adjusted accord-
ingly to reflect the date the premises should
have been added had no error or omission
occurred.

i. Brands And Labels

(1) Iif branded or labeled merchandise that
is "Covered Property" is damaged by a
"Breakdown", we may take all or any
part of the property at an agreed or ap-
praised value. If so, you may:

(a) Stamp the word SALVAGE on the
merchandise or its containers if the
stamp will not physically damage the
merchandise; or

(b) Remove the brands or labels if doing
so will not physically damage the
merchandise. You must re-label the
merchandise or its containers to
comply with any law.

(2) We will pay reasonable costs you incur

to perform the activity described in Para-

" graphs (1)(a) and (1)(b), but the total we

pay for these costs and the value of the

damaged property will not exceed the

applicable Limit of Insurance on such
property.

j- Contingent Business Income And Extra
Expense Or Extra Expense Only
Coverage

(1) Subject to the same terms and condi-
tions, the "Business Income" and "Extra
Expense" or "Extra Expense" only cov-
erage provided by this Coverage Part is
extended to cover your loss, if any, re-
sulting from a "Breakdown" to "Covered
Equipment" at a premises shown in the
Declarations, that is not owned or oper-
ated by you which:

(a) Wholly or partially prevents the de-
livery of services or materials shown
in the Declarations, to you or from
you to others for your account; or

(b) Results in the loss of sales at your
premises shown in the Declarations.

\ Sn
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(2) You shall use your influence to induce
the contributing or recipient premises to
make use of any other machinery,
equipment, supplies or premises avail-
able in order to resume operations and
delivery of services or materials to you,
or the acceptance of products or ser-
vices from you. You shall cooperate with
the contributing or recipient premises to
this effect in every way, but not finan-
cially unless authorized by us.

B. Exclusions

We will not pay for loss or damage caused directly
or indirectly by any of the following. Such loss or
damage is excluded regardless of any other cause
or event that contributes concurrently or in any se-
quence to the loss.

The exclusions apply whether or not the loss event
results in widespread damage or affects a sub-
stantial area.

1. Ordinance Or Law

Increase in loss from the enforcement of any
ordinance, law, rule, regulation or ruling which
restricts or regulates the repair, replacement,
alteration, use, operation, construction, installa-
tion, clean-up or disposal of "Covered Prop-
erty".

However the words use and operation shall be
eliminated as respects a covered "Breakdown"
to electrical supply and emergency generating
equipment located on the premises of a Hospi-
tal.

2. Earth Movement

Earth movement, including but not limited to
earthquake, landslide, land subsidence, mine
subsidence or volcanic action.

3. Water.

‘a. Flood, surface water, waves (including tidal
wave and tsunami), tides, tidal waveswater,
overflow of any body of water, or their-spray
from any of these, all whether or not driven
by wind ernet(including storm surge);

b. Mudflow-Mudslide or mudslidemudflow;
c. Water that damage-caused-by-backs up of

or _overflows or is otherwise discharged
from a sewer, drains, sump, sump pump or

related equipmentdrainage-piping,;
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d. Water damage caused by the discharge or
leakage of a sprinkler system or domestic
water piping;

e. Water under the ground surface pressing
on, or flowing or seeping through:

(1) Foundations, walls, floors or paved
surfaces;

(2) Basements, whether paved or not;
(3) Doors, windows or other openings; or

f. Waterborne material carried or otherwise
moved by any of the water referred to in
Paragraph a., c. or e., or material carried or
otherwise moved by mudslide or mudflow.

This exclusion applies reqardless of whether
any of the above, in Paragraphs a. through f.,
is caused by an act of nature or is otherwise
caused. An example of a situation to which this
exclusion applies is the situation where a dam,
levee, seawall or other boundary or contain-
ment system fails in whole or in part, for any
reason, to contain the water.

4. Nuclear Hazard

Nuclear reaction or radiation, or radioactive
contamination, however caused.

5. War Or Military Action
a. War, including undeclared or civil war;

b. Warlike action by a military force, including
action in hindering or defending against an
actual or expected attack, by any govern-
ment, sovereign or other authority using
military personnel or other agents; or

¢. Insurrection, rebellion, revolution, usurped
power or action taken by governmental au-
thority in hindering or defending against any
of these.

6. An explosion. However, we will pay for loss or
damage caused by an explosion of "Covered
Equipment” of a kind specified in a. through g.
below, if not otherwise excluded in this Section
B.:

Steam boiler;

Electric steam generator,
Steam piping;

Steam turbine;

Steam engine;

Gas turbine; or

Moving or rotating machinery when such
explosion is caused by centrifugal force or
mechanical breakdown.

e w92 200w
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7. Fire or combustion expldsion including those
that:

a. Result in a "Breakdown";

b. Occur at the same time as a "Breakdown";
or

¢. Ensue from a "Breakdown".
8. "Fungus", Wet Rot And Dry Rot

Presence, growth, proliferation, spread or ac-
tivity of "Fungus”, wet or dry rot. However, if a
"Breakdown" occurs, we will pay the resulting
loss or damage.

This exclusion does not apply to the extent that
coverage for "Fungus”, wet rot or dry rot is pro-
vided elsewhere in this Coverage Form and
then only for that portion of any loss or damage
resulting from the presence, growth, prolifera-
tion, spread or activity of "Fungus”, wet or dry
rot as a result of a "Breakdown".

9. Any virus, bacterium or other microorganism
that induces or is capable of inducing physical
distress, illness or disease. However:

a. If a "Breakdown" occurs, we will pay the
resulting loss or damage;

b. This exclusion does not apply to loss or
damage caused by or resulting from "Fun-
gus”, wet rot or dry rot. Such loss or dam-
age is addressed in Exclusion B.8.;

c. Regardless of the application of this exclu-
sion to any particular loss, the provisions of
this Exclusion 9. do not serve to create cov-
erage for any loss that would otherwise be
excluded under this Coverage Form.

10. Explosion within the furnace of a chemical
recovery type boiler or within the passage from
the furnace to the atmosphere.

11. Damage to "Covered Equipment” undergoing a
pressure or electrical test.

12. Water or other means used to extinguish a fire,
even when the attempt is unsuccessful.

13. Depletion, deterioration, corrosion, erosion, or
wear and tear. However, if a "Breakdown" oc-
curs, we will pay the resulting loss or damage.

14. A "Breakdown" that is caused by any of the
following causes of loss if coverage for that
cause of loss is provided by another policy of
insurance you have, whether collectible or not:

a. Aircraft or vehicles;
b. Freezing caused by cold weather;
c. Lightning;

Page 5 of 18
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15.

16.

17.

18.

19.
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d. Sinkhole collapse;

e. Smoke;

f. Riot, civil commotion or vandalism; or
g. Weight of snow, ice or sleet.

A "Breakdown" that is caused by Windstorm or
Hail.

A delay in, or an interruption of any business,
manufacturing or processing activity except as
provided by the "Business Income" and "Extra
Expense”, "Extra Expense" only and Utility In-
terruption coverages.

With respect to "Business Income" and "Extra
Expense", "Extra Expense" only and Utility In-
terruption coverages, the foilowing additional
exclusions shall apply:

a. The business that would not or could not
have been carried on if the "Breakdown"
had not occurred;

b. Your failure to use due diligence and dis-
patch and all reasonable means to operate
your business as nearly normal as practi-
cable at the premises shown in the Declara-
tions; or

¢. The suspension, lapse or cancellation of a
contract following a "Breakdown" extending
beyond the time business could have re-
sumed if the contract had not lapsed, been
suspended or canceled.

Any indirect loss following a "Breakdown" to
"Covered Equipment” that results from the lack
or excess of power, light, heat, steam or refrig-
eration except as provided by the "Business
Income” and "Extra Expense", "Extra Expense"
only, Spoilage Damage and Utility Interruption
coverages.

With respect to Utility Interruption Coverage,
any loss resulting from the following additional
causes of loss whether or not coverage for that
cause of loss is provided by another policy you
have:

a. Acts of sabotage;
b. Collapse;

c. Deliberate act(s) of load shedding by the
supplying utility;

d. Freezing caused by cold weather;

e. Impact of aircraft, missile or vehicle;

f. Impact of objects falling from an aircraft or
missile; :

9. Lightning;
h. Riot, civil commotion or vandalism;
i. Sinkhole collapse;

|
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20.

21.

j- Smoke; or
k. Weight of snow, ice or sleet.

Any indirect result of a "Breakdown" to "Cov-
ered Equipment” except as provided by the
"Business Income" and "Extra Expense”, "Ex-
tra Expense" only, Spoilage Damage and Utility
Interruption coverages.

Neglect by you to use all reasonable means to
save and preserve "Covered Property" from
further damage at and after the time of the
loss.

C. Limits Of Insurance
1.

The most we will pay for any and all coverages
for loss or damage from any "One Breakdown"
is the applicable Limit of Insurance shown in
the Declarations.

. Any payment made will not be increased if
_more than one insured is shown in the Declara-

tions.
For each coverage in Paragraph A.2. if:

a. INCLUDED is shown in the Declarations,
the limit for such coverage is part of, not in
addition to, the Limit per Breakdown.

b. A limit is shown in the Declarations, we will
not pay more than the Limit of Insurance for
each such coverage.

For any "Covered Equipment" that is:

a. Used solely to supply utility services to your
premises;

b. Owned by a public or private utility;

c. Not in your care, custody or control and for
which you are legally liable; and

d. Covered under this Coverage Form;

the Limit of Insurance for Property Damage
stated in the Declarations is deleted and re-
placed by the sum of one dollar.

If you are a public or private utility, 4.b. is de-
leted and replaced by the following:

b. Owned by a public or private utility other
than you.

Unless a higher limit or INCLUDED is shown in
the Declarations, the most we will pay for direct
damage as a direct result of a "Breakdown" to
"Covered Equipment” is $25,000 for each of
the following. The limits are part of, not in addi-
tion to, the Limit of Insurance for Property
Damage or Limit per Breakdown.

a. Ammonia Contamination

The spoilage to "Covered Property” con-
taminated by ammonia, including any sal-
vage expense.
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. Consequential Loss

The reduction in the value of undamaged
"Stock" parts of a product which becomes
unmarketable. The reduction in value must
be caused by a physical loss or damage to
another part of the product.

. Data And Media

Your cost to research, replace or restore
damaged "Data” or "Media" including the
cost to reprogram instructions used in any
"Computer Equipment”.

. Hazardous Substance

Any additional expenses incurred by you for
the clean-up, repair or replacement or dis-
posal of "Covered Property" that is dam-
aged, contaminated or polluted by a "Haz-
ardous Substance”.

As used here, additional expenses mean
the additional cost incurred over and above
the amount that we would have paid had no
"Hazardous Substance" been involved with
the loss.

Ammonia is not considered to be a "Haz-
ardous Substance" as respects this limita-
tion.

This coverage applies despite the operation
of the Ordinance or Law Exclusion.

. Water Damage

The damage to "Covered Property" by wa-
ter including any salvage expenses. —ex-

- f
|esu| ting-from-leakage el' a-sprrkier-system
If "Fungus", wet or dry rot results from
damage by water as limited in this para-
graph, loss or damage attributable to "Fun-
gus”, wet or dry rot will be;

(1) Limited as described in Paragraphs
C.6.a.(1) through C.6.a.(5); and

(2) Part of the Water Damage limit, not in
addition to it.

\c:::

-
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6. Limited Coverage For "Fungus”, Wet Rot
And Dry Rot

a. Property Damage

We will pay for loss or damage by "Fun-
gus", wet or dry rot only when the "Fungus",
wet or dry rot is the direct result of a
"Breakdown" to "Covered Equipment" that
occurs during the policy period. As used in
this Limited Coverage, the term loss or
damage means:

(1) Direct physical loss or damage to "Cov-
ered Property” caused by "Fungus", wet
or dry rot including the cost of removal
of the "Fungus", wet or dry rot;

(a) The cost to tear out and replace any
"Covered Property" as needed to
gain access to the "Fungus", wet or
dry rot; and

(b) The cost of testing performed after
removal, repair, replacement or res-
toration of the damaged property is
completed, provided there is a rea-
son to believe that "Fungus”, wet or
dry rot are present.

(2) The coverage described under Para-
graph 6.a.(1) of this Limited Coverage is
limited to $15,000. Regardless of the
number of claims, this limit is the most
we will pay for the total of all loss or
damage arising out of all occurrences of
"Breakdown" to "Covered Equipment"
which take place within the 12-month
period starting with the beginning of the
present annual policy period. With re-
spect to a particular occurrence of loss
which results in "Fungus”, wet or dry rot,
we will not pay more than a total of
$15,000 even if the "Fungus", wet or dry
rot continues to be present or active or
recurs in a later policy period.

(3) The coverage provided under this Lim-
ited Coverage does not increase the
applicable Limit of Insurance on any
"Covered Property". If a particular occur-
rence results in loss or damage by "Fun-
gus", wet or dry rot, and other loss or
damage, we will not pay more, for the
total of all loss or damage, than the ap-
plicable Limit of Insurance on the af-
fected "Covered Property”.

Page 7 of 18
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(5)

If there is covered loss or damage to
"Covered Property" not caused by "Fun-
gus”, wet or dry rot, loss payment will
not be limited by the terms of this Lim-
ited Coverage, except to the extent that
"Fungus”, wet or dry rot causes an in-
crease in the loss. Any such increase in
the loss will be subject to the terms of
this Limited Coverage.

If a Revised Limit is shown in the Decla-
rations, the amount of $15,000 in Para-
graph 6.a.(2) is deleted and replaced by
the amount indicated in the Declara-
tions.

If the Declarations indicates that the

- Separate Premises Option applies, then

the amount of coverage ($15,000,
unless a higher amount is shown in the
Declarations) is made applicable to
separate premises as described in the
Declarations. For each premises so de-
scribed, the amount of coverage is an
annual aggregate limit, subject to the
terms set forth in Paragraph 6.a.(2).

b. Business Income And Extra Expense Or

Extra Expense Only

(1)

Page 8 of 18

If you have coverage for "Business
Income” and "Extra Expense" or "Extra
Expense" only, then Paragraph b.(1)}(a)
or b.(1)(b) applies provided that the in-
curred loss or expense satisfies the
terms and conditions applicable to the
"Business Income" and "Extra Expense"
or "Extra Expense" only coverage.

(a) If:
(i) The "Breakdown"; or

(i) Any damage from water resulting
from the "Breakdown"

which resulted in "Fungus”, wet or
dry rot, does not in itself generate a
loss of "Business Income” or an "Ex-
tra Expense” but the loss of "Busi-
ness Income” or "Extra Expense" is
solely due to loss or damage to
property caused by "Fungus", wet or
dry rot, then our payment under
"Business Income" and "Extra Ex-
pense" or "Extra Expense" only is
limited to the amount of loss and/or
expense sustained in a period of not
more than 30 days. The days need
not be consecutive.

(b) If a covered loss of "Business In-
come” or an "Extra Expense” was
caused by loss or damage other than
"Fungus”, wet or dry rot but remedia-
tion of "Fungus", wet or dry rot pro-
longs the "Period of Restoration”, we
will pay for loss and/or expense sus-
tained during the delay (regardless
of when such a delay occurs during
the "Period of Restoration"), but such
coverage is limited to 30 days. The
days need not be consecutive.

(2) If a Revised Number Of Days is shown
in the Declarations, the number of days
(30) in Paragraph b.(1)(a) or b.(1)}(b) is
deleted and replaced by the number of
days indicated in the Declarations.

c. If you have coverage for Ordinance Or Law
then with respect to Property Damage,
"Business Income" and "Extra Expense" or
"Extra Expense” only, we will not pay under
the Ordinance Or Law coverage for:

(1) Loss or expense sustained due to the
enforcement of any ordinance or law
which requires the demolition, repair,
replacement, reconstruction, remodeling
or remediation of property due to the
presence, growth, proliferation, spread
or any activity of "Fungus”, wet or dry
rot; or

(2) The costs associated with the enforce-
ment of any ordinance or law which re-
quires any insured or others to test for,
monitor, clean up, remove, contain,
treat, detoxify or neutralize, or in any
way respond to, or assess the effects of
"Fungus", wet or dry rot.

D. Deductibles
1. Application Of Deductibles

We will not pay for loss or damage resulting
from any "One Breakdown" until the amount of
covered loss or damage exceeds the deducti-
ble shown in the Declarations for each applica-
ble coverage. We will then pay the amount of
covered loss or damage in excess of the de-
ductible, up to the applicable Limit of Insur-
ance.

Deductibles apply separately for each applica-
ble coverage except if:

a. A deductible is shown as COMBINED for
any of the coverages in the Declarations,
then we will first subtract the combined de-
ductible amount from the aggregate amount
of any loss to which the combined deducti-
ble applies; or

\\o
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b. More than one "Covered Equipment" is

involved in "One Breakdown", then only one
deductible, the highest, shall apply for each
of the applicable coverages.

2. Determination Of Deductibles

(b) The dollar amount of the Multiple of
Daily Value or the Percentage of
Loss Deductible is less than the
Minimum Deductible;

then the Minimum Deductible amount
shown in the Declarations will be the

a. Dollar Deductible ; :
o . applicable deductible.
If a dollar deductible is shown in the Decla- ]
rations, we will first subtract the deductible (2) If.
amount from any loss we would otherwise (a) A maximum dollar amount deductible
pay. is shown in the Declarations; and
b. Time Deductible (b) The dollar amount of the Multiple of

If a time deductible is shown in the Declara-
tions, we will not be liable for any loss un-
der that coverage that occurs during that
specified time period immediately following
a "Breakdown". If a time deductible is
shown in days, each day shall mean
twenty-four consecutive hours.

Daily Value or the Percentage of
Loss Deductible is greater than the
Maximum Deductible;

then the Maximum Deductible amount
shown in the Declarations will be the
applicable deductible.

E. Equipment Breakdown Protection Conditions

The following conditions apply in addition to the
Common Policy Conditions:

1. Loss Conditions
a. Abandonment

¢. Multiple Of Daily Value Deductible

If a multiple of daily value is shown in the
Declarations, this deductible will be calcu-
lated as follows:

d.

(1) For the entire premises where the loss
occurred, determine the total amount of
"Business Income" that would have
been earned during the "Period of Res-
toration” had no "Breakdown" taken
place.

(2) Divide the result in Paragraph (1) by the
number of days the business would
have been open during the "Period of
Restoration”. The result is the daily
value.

(3) Multiply the daily value in Paragraph (2)
by the number of days shown in the
Declarations. We will first subtract this
deductible amount from any loss we
would otherwise pay. We will then pay
the amount of loss or damage in excess
of the deductible, up to the applicable
Limit of Insurance.

Percentage Of Loss Deductible

If a deductible is expressed as a percent-
age of loss in the Declarations, we will not
be liable for the indicated percentage of
gross amount of loss or damage (prior to
the applicable deductible or coinsurance)
insured under the applicable coverage.

e. Minimum Or Maximum Deductibles

EB 00 20 08 08

(1) It

(a) A minimum dollar amount deductible
is shown in the Declarations; and

)
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There can be no abandonment of any prop-
erty to us.

b. Appraisal

If we and you disagree on the value of the
property or the amount of loss, either may
make written demand for an appraisal of
the loss. In this event, each party will select
a competent and impartial appraiser. The
two appraisers will select an umpire. If they
cannot agree, either may request that the
selection be made by a judge of a court
having jurisdiction. The appraisers will state
separately the value of the property and
amount of loss. If they fail to agree, they will
submit their differences to the umpire. A
decision agreed to by any two will be bind-
ing.

Each party will:

(1) Pay its chosen appraiser; and

(2) Bear the other expenses of the ap-
praisal and umpire equally.

If there is an appraisal, we will still retain
our right to deny the claim.

. Defense

We may elect to defend you against suits
arising from claims of owners of property.
We will do this at our expense.

Page 9 of 18
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d. Duties In The Event Of Loss Or Damage

(1) You must see that the following are
done in the event of loss or damage to
"Covered Property":

(a) Give us a prompt notice of the loss
or damage. Include a description of
the property involved.

(b) As soon as possible, give us a de-
scription of how, when and where
the loss or damage occurred.

{c) Allow us a reasonable time and
opportunity to examine the property
and premises before repairs are un-
dertaken or physical evidence of the
"Breakdown" is removed. But you
must take whatever measures are
necessary to protect the property
and premises from further damage.

(d) As often as may be reasonably re-
quired, permit us to inspect the
property proving the loss or damage
and examine your books and re-
cords.

Also permit us to take samples of
damaged and undamaged property
for inspection, testing and analysis,
and permit us to make copies from
your books and records.

(e} Send us a signed, sworn proof of
loss containing the information we
request to investigate the claim. You
must do this within 60 days after our
request. We will supply you with the
necessary forms.

(f) Cooperate with us in the investiga-
tion or settlement of the claim.

(2) We may examine any insured under
oath, while not in the presence of any
other insured and at such times as may
be reasonably required, about any mat-
ter relating to this insurance or the
claim, including an insured's books and
records. In the event of an examination,
an insured's answers must be signed.

e. Insurance Under Two Or More
Coverages

If two or more of this policy's coverages ap-
ply to the same loss or damage, we will not
pay more than the actual amount of the loss
or damage.

\%

f. Legal Action Against Us

No one may bring a legal action against us
under this Coverage Part unless:

(1)
(2)
)

There has been full compliance with all
the terms of this Coverage Part; and

The action is brought within 2 years
after the date of the "Breakdown"; or

We agree in writing that you have an
obligation to pay for damage to "Cov-
ered Property" of others or until the
amount of that obligation has been de-
termined by final judgment or arbitration
award. No one has the right under this
policy to bring us into any action to de-
termine your liability.

g. Loss Payable Clause

()

(2)

(3)

We will pay you and the loss payee
shown in the Declarations for loss due
to a "Breakdown" to "Covered Equip-
ment", as interests may appear. The in-
surance covers the interest of the loss
payee unless the loss results from con-
version, secretion or embezzlement on
your part.

We may cancel the policy as allowed by
the Cancellation Condition. Cancellation
ends this agreement as to the loss
payee's interest. If we cancel we will
mail you and the loss payee the same
advance notice.

If we make any payment to the loss
payee, we will obtain their rights against
any other party.

h. Other Insurance

(1)

(2)

You may have other insurance subject
to the same plan, terms, conditions and
provisions as the insurance under this
Coverage Part. If you do, we will pay our
share of the covered loss or damage.
Our share is the proportion that the ap-
plicable Limit of Insurance under this
Coverage Part bears to the Limits of In-
surance of all insurance covering on the
same basis.

If there is other insurance covering the
same loss or damage, other than that
described in Paragraph (1), we will pay
only for the amount of covered loss or
damage in excess of the amount due
from that other insurance, whether you
can collect on it or not. But we will not
pay more than the applicable Limit of In-
surance.
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i. Privilege To Adjust With Owner

In the event of loss or damage involving
property of others in your care, custody or
control, we have the right to settle the loss
or damage with the owner of the property. A
receipt for payment from the owner of that
property will satisfy any claim of yours
against us.

j. Reducing Your Loss

As soon as possible after a "Breakdown"
you must:

(1) Resume business, partially or com-
pletely;

(2) Make up for lost business within a rea-
sonable period of time. This reasonable
period does not necessarily end when
operations are resumed; and

(3) Make use of every reasonable means to
reduce or avert loss including:

(a) Working extra time or overtime at the
premises or at another premises you
own or acquire to carry on the same
operations;

(b) Utilizing the property and/or services
of other concerns;

(¢} Using merchandise or other prop-
erty, such as surplus machinery, du-
plicate parts, equipment, supplies
and surplus or reserve stock you
own, control or can obtain; or

(d) Salvaging the damaged "Covered
Property”.

k. Transfer Of Rights Of Recovery Against

Others To Us

If any person or organization to or for whom
we make payment under this Coverage
Part has rights to recover damages from
another, those rights are transferred to us
to the extent of our payment.

That person or organization must do every-
thing necessary to secure our rights and
must do nothing after loss to impair them.
But you may waive your rights against an-
other party in writing:

(1) Prior to a loss to your "Covered Prop-
erty” or covered income.

(2) After a loss to your "Covered Property"
or covered income only if, at time of
loss, that party is one of the following:

(a) Someone insured by this insurance;

(ii) That owns or controls you; or
(¢) Your tenant.
This will not restrict your insurance.

1. Valuation

(1) We will determine the value of "Covered
Property” in the event of loss or damage
as follows:

(a) The cost to repair, rebuild or replace
the damaged property with property
of same kind, capacity, size or qual-
ity on the same site or another site
whichever is the less costly; or

(b) The cost actually and necessarily
expended in repairing, rebuilding, or
replacing on the same site or an-
other site whichever is the less
costly;

except we will not pay for such damaged
property that is obsolete and useless to
you.

(2) If you elect or we require that the repair
or replacement of the damaged "Cov-
ered Equipment" be done in a manner
that: i

(a) Improves the environment;
(b) Increases efficiency; or
(¢) Enhances safety;

while maintaining the existing function,
then we will pay, subject to the limit of
insurance, up to an additional 25% of
the property damage amount for the
"Covered Equipment" otherwise recov-
erable.

(3) If:

(a) Any damaged "Covered Property” is
protected by an extended warranty,
or maintenance or service contract;
and

(b) That warranty or contract becomes
void or unusable due to a "Break-
down"; :

we will reimburse you for the unused
costs of non-refundable, non-
transferable warranties or contracts.

(4) Unless we agree otherwise in writing, if
you do not repair or replace the dam-
aged property within 24 months foilow-
ing the date of the "Breakdown", then
we will pay only the smaliler of the:

(a) Cost it would have taken to repair or
replace; or

(b) A business firm:

(i) Owned or controlled by you; or
EB 00 20 08 08 © Insurance Services Office, Inc., 2008 Page 11 of 18 O




{b) Actual cash value at the time of the
"Breakdown".

{5) If all of the following conditions are met,
property held by you for sale will be val-
ued at the selling price as if no loss or
damage had occurred, less any dis-
counts you offered and expenses you
otherwise would have had:

(a) The property was manufactured by
you;

(b) The selling price of the property is
more than the replacement cost of
the property; and

{c) You are unable to replace the prop-
erty before its anticipated sale.

(6) We will pay for loss to damaged "Data"
or "Media" as follows:

{a) Replacement cost for "Data" or "Me-
dia" that are mass produced and
commercially available; and

{b) The cost you actually spend to re-
produce the records on blank mate-
rial for all other "Data”" or "Media" in-
cluding the cost of gathering or
assembling information for such re-
production.

However, we will not pay for "Data" or
"Media" that we determine is not or can-
not be replaced with "Data" or "Media"
of like kind and quality or property of
similar functional use.

(7) We will determine the value of "Covered
Property” under Spoilage Damage Cov-
erage as follows:

(a) For raw materials, the replacement
cost;

{b) For property in process, the re-
placement cost of the raw materials,
the labor expended and the proper
proportion of overhead charges; and

(c) For finished products, the selling
price, as if no loss or damage had
occurred, less any discounts you of-
fered and expenses you otherwise
would have had.

(8) Any salvage value of property obtained
for temporary repairs or use following a
"Breakdown" which remains after repairs
are completed will be taken into consid-

- eration in the adjustment of any loss.

0

m. The following additional conditions apply to
the "Business Income” and "Extra Expense"”
coverage:

(1)

(2)

(3)

Annual Reports

You must complete an Annual Report of
Values Form approved by us once each
year. Your reports must reach us within
three months of the annual report date
shown in the Declarations and each an-
niversary of that date.

Adjustment Of Premium

Upon receipt of the annual reports of
values you furnish us, we will determine
the amount of premium we earned for
the past year. If the amount determined
is more than the premium we have al-
ready charged for this coverage, you
must pay the difference. If the amount
determined is less than the premium we
originally charged, we will refund the dif-
ference. However, the amount we return
will not exceed 75% of the premium we
originally charged.

Coinsurance

This Coinsurance condition applies only
if we did not receive your Annual Report
of Values Form within three months of
the due date as outlined in Paragraph

(1).
(a) We will not pay the full amount of
any loss if:

(i) The "Business Income Actual
Annual Value" at the time of loss
is greater than the "Business In-
come Estimated Annual Value"
shown in your latest report; or

(if) Your report was received by us
more than three months after the
due date, or your report is over-
due.

(b) Instead we will determine the most
we will pay using the following steps:

(i) Divide the "Business Income
Estimated Annual Value" by the
"Business Income Actual Annual
Value" at the time of the "Break-
down";

(i) Multiply the total amount of the
covered loss of "Business In-
come” by the figure determined in
Step (i); and

Page 12 of 18 © Insurance Services Office, Inc., 2008 EB 00 20 08 08

R
E

V

S
E
D

a



(iif) Subtract any applicable deducti-
ble from the amount determined
in Step (ii).
We will pay the amount determined
in Step (iii) or the "Business Income”
and "Extra Expense" limit of insur-
ance, whichever is less. For the re-
mainder, you will either have to rely
on other insurance or absorb the loss
yourself.

If coverage is provided for more than
one premises, then this Coinsurance
Condition applies separately to each
premises.

2. General Conditions
a. Additional Insured

If a person or organization is designated in
this Coverage Part as an additional insured,
we will consider them to be an insured un-
der this Coverage Part to the extent of their
interest.

. Bankruptcy

The bankruptcy or insolvency of you or your
estate will not relieve us of our obligation
under this Coverage Part.

. Concealment, Misrepresentation Or
Fraud

This Coverage Part is void in any case of
fraud, intentional concealment or misrepre-
sentation of a material fact by you or any
other insured, at any time, concerning:

(1) This Coverage Part;
(2) The "Covered Property”;

(3) Your interest in the "Covered Property”;
or

(4) A claim under this Coverage Part.

d. Liberalization

If we adopt any standard form revision for
general use that would broaden coverage in
this Coverage Part without additional pre-
mium, the broadened coverage will imme-
diately apply to this Coverage Part if the re-
vision is effective within 45 days prior to or
during the policy period.

e. Mortgageholder

(1) The term — mortgageholder — includes
trustee. ’

(2) We will pay for direct damage to "Cov-
ered Property" due to a "Breakdown" to
"Covered Equipment” to each mort-
gageholder shown in the Declarations in
their order of precedence, as interests
may appear.

(3) The mortgageholder has the right to
receive loss payment even if the mort-
gageholder has started foreclosure or
similar action on the "Covered Property".

(4) If we deny your claim because of your
acts or because you have failed to com-
ply with the terms of this Coverage Part,
the mortgageholder will still have the
right to receive loss payment if the mort-
gageholder:

(a) Pays any premium due under this
Coverage Part at our request if you
have failed to do so;

{b) Submits a signed, sworn proof of
loss within 60 days after receiving
notice from us of your failure to do
so; and

(c) Has notified us of any change in
ownership or material change in risk
known to the mortgageholder.

All of the terms of this Coverage Part will
then apply directly to the mortgage-
holder.

(5) If we pay the mortgageholder for any
loss and deny payment to you because
of your acts or because you have failed
to comply with the terms of this Cover-
age Part:

(a) The mortgageholder's rights under
the mortgage will be transferred to
us to the extent of the amount we
pay; and

(b) The mortgageholder's right to re-
cover the full amount of the mort-
gageholder's claim will not be im-
paired.

At our option, we may pay to the mort-
gageholder the whole principal on the
mortgage plus any accrued interest. In
this event, your mortgage and note will
be transferred to us and you will pay
your remaining mortgage debt to us.

EB 00 20 08 08
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(6) If we cancel this policy, we wili give
written notice to the mortgageholder at
least:

(a) 10 days before the effective date of
cancellation if we cancel for non-
payment of premium,; or

(b) 30 days before the effective date of
cancellation if we cancel for any
other reason.

(7) If we do not renew this policy, we will
give written notice to the mortgage-
holder at least 10 days before the expi-
ration date of this policy.

(8) If we suspend coverage, it will also be
suspended as respects the mortgage-
holder. We will give written notice of the
suspension to the mortgageholder.

f. No Benefit To Bailee

g.

h.
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No person or organization, other than you,
having custody of "Covered Property" will
benefit from this insurance.

Policy Period, Coverage Territory
Under this Coverage Part:
(1) We cover loss or damage commencing:

(a) During the policy period shown in the
Declarations; and

(b} Within the coverage territory.
(2) The coverage territory is:

(a) The United States of America (in-
cluding its territories and posses-
sions); :

(b) Puerto Rico; and
(c) Canada.
Premium And Adjustments

You shall report to us 100% of the total in-
surable values at each premises every year
as of the anniversary date. The values shall
be reported separately for each of the cov-
erages provided. Premium for each anni-
versary will be promulgated for the ensuing
period on the basis of rates in effect at the
anniversary date and for all values at risk.

You agree to keep the applicable records
for each policy year available for inspection
by our representatives at all times during
business hours, during the respective policy
year, and for a period of twelve months af-
ter the end of the respective policy year or
after cancellation of this Coverage Part.

B
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i. Suspension

Whenever "Covered Equipment” is found to
be in, or exposed to, a dangerous condition,
any of our representatives may immediately
suspend the insurance against loss from a
"Breakdown™ to that "Covered Equipment”.
This can be done by delivering or mailing a
written notice of suspension to:

(1) Your last known address; or

(2) The address where the "Covered
Equipment” is located.

Once suspended in this way, your insur-
ance can be reinstated only by an en-
dorsement for that "Covered Equipment".

If we suspend your insurance, you will get a
pro rata refund of premium for that "Cov-
ered Equipment”. But the suspension will
be effective even if we have not yet made
or offered a refund.

3. Joint Or Disputed Loss Agreement
a. This condition is intended to facilitate pay-

ment of insurance proceeds when:

(1) Both a commercial property policy and
this equipment breakdown protection
policy are in effect;

(2) Damage occurs to Covered Property
that is insured by the commercial prop-
erty policy and this equipment break-
down protection policy; and

(3) There is disagreement between the
insurers as to whether there is coverage
or as to the amount of the loss to be
paid, if any, by each insurer under its
own policies.

b. This condition does not apply if:

(1) Both the commercial property insurer(s)
and we do not admit to any liability; and

(2) Neither the commercial property in-
surer(s) nor we contend that coverage
applies under the other insurer's policy.

c. The provisions of this condition apply only if

all of the following requirements are met:

(1) The commercial property policy carried
by the Named Insured, insuring the Cov-
ered Property, contains a similar provi-
sion at the time of the loss or damage,
with substantially the same require-
ments, procedures and conditions as
contained in this condition;
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{2) The damage to the Covered Property
was caused by a loss for which:

(a) Both the commercial property in-
surer(s) and we admit to some liabil-
ity for payment under the respective
policies; or

(b) Either:

(i) The commercial property in-
surer(s) does not admit to any Ii-
ability for payment, while we con-
tend that:

i. All liability exists under the
commercial property policy; or

ii. Some liability exists under
- both the commercial property
policy and this equipment
breakdown protection policy;

(i) We do not admit to any liability
for payment, while the commer-
cial property insurer(s) contends
that:

i. All liability exists under this
equipment breakdown protec-
tion coverage policy; or

ii. Some liability exists under
both the commercial property
policy and this equipment
breakdown protection policy;
or

(iii) Both the commercial property
insurer(s) and we:

i. Do not admit to any liability for
payment; and

ii. Contend that some or all
liability exists under the other
insurer's policy; and

{c) The total amount of the loss is
agreed to by you, the commercial
property insurer(s) and us.

d. If the requirements listed in Paragraph c.
above are satisfied, we and the commercial
property insurer(s) will make payments to
the extent, and in the manner, described as
follows:

(1) We will pay, after your written request,
the entire amount of loss that we have
agreed as being covered, if any, by this
equipment breakdown protection policy
and one-half (1/2) the amount of the
loss that is in disagreement.

D

(2

(3)

4)

(5)

(6)

The commercial property insurer(s) will
pay, after your written request, the entire
amount of loss that they have agreed as
being covered, if any, by the commercial
property policy and one-half (1/2) the
amount of loss that is in disagreement.

Payments by the insurers of the
amounts that are in disagreement, as
described in Paragraphs (1) and (2), do
not alter, waive or surrender any rights
of any insurer against any other with re-
gard to the portion of the loss for which
each insurer is liable.

The amount in disagreement to be paid
by us under this condition shall not ex-
ceed the amount payable under the
equivalent Loss Agreement(s) of the
commercial property policy.

The amount to be paid under this condi-
tion shall not exceed the amount we
would have paid had no commercial
property policy been in effect at the time
of loss. In no event will we pay more
than the applicable Limit of Insurance
shown in the Declarations.

Acceptance by you of sums paid under
this condition does not alter, waive or
surrender any other rights against us.

e. Arbitration

(1)

(2)

If the circumstances described in Para-
graph c.(2)(a) exist and the commercial
property insurer(s)- and we agree to
submit our differences to arbitration, the
commercial property insurer(s) and we
will determine the amount each will pay
and will pay the insured within 90 days.
Arbitration will then take place within 90
days after payment of the loss under the
terms of this condition.

If any of the circumstances described in
Paragraph c.(2)(b) exist, then the com-
mercial property insurer(s) and we
agree to submit our differences to arbi-
tration within 90 days after payment of
the loss under the terms of this condi-
tion.
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(3) You agree to cooperate with any arbitra-
tion procedures. There will be three arbi-
trators: one will be appointed by us, and
another will be appointed by the com-
mercial property insurer(s). The two ar-
bitrators will select a third arbitrator. If
they cannot agree, either may request

that selection be made by a judge of a -

court having jurisdiction. A decision
agreed to by two of the three arbitrators
will be binding on both parties. Judg-
ment on any award can be entered in
any court that has jurisdiction.

f. Final Settlement Between Insurers

The insurer(s) found responsible for the
greater percentage of the ultimate loss
must return the excess contribution to the
other insurer(s). In addition, the insurer(s)
found responsible for the greater portion of
the loss must pay Liquidated Damages to
the other insurer(s) on the amount of the
excess contribution of the other insurer(s).
Liquidated Damages are defined as interest
from the date the insured invokes this
Agreement to the date the insurer(s) that
contributed the excess amount is reim-
.bursed. The interest is calculated at 1.5
times the highest prime rate from the
Money Rates column of the Wall Street
Journal during the period of the Liquidated
Damages. Arbitration expenses are not a
part of the excess contribution for which
Liquidated Damages are calculated. Arbi-
tration expenses will be apportioned be-
tween insurers on the same basis that the
ultimate loss is apportioned.

F. Definitions
1. "Breakdown":

a. Means the following direct physical loss,
that causes damage to "Covered Equip-
ment" and necessitates its repair or re-
placement:

(1) Failure of pressure or vacuum equip-
ment;

{2) Mechanical failure including rupture or
bursting caused by centrifugal force; or

(3) Electrical failure including arcing;

unless such loss or damage is otherwise
excluded within this Coverage Form.

b. Does not mean or include:

(1) Malfunction including but not limited to
adjustment, alignment, calibration,
cleaning or modification;

9\ ,
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(2) Defects, erasures, errors, limitations or
viruses in computer equipment and pro-
grams including the inability to recog-
nize and process any date or time or
provide instructions to "Covered Equip-
ment";

(3) Leakage at any valve, fitting, shaft seal,
gland packing, joint or connection;

(4) Damage to any vacuum tube, gas tube,
or brush;

(5) Damage to any structure or foundation
supporting the "Covered Equipment” or
any of its parts;

(6) The functioning of any safety or protec-
tive device; or

{7) The cracking of any part on an internal
combustion gas turbine exposed to the
products of combustion.

. "Business Income" means the:

a. Net Income (Net Profit or Loss before in-
come taxes) that would have been earned
or incurred; and

b. Continuing normal operating expenses
incurred, including payroll.

. "Business Income Actual Annual Value" means

the sum of the Net Income and continuing nor-
mal operating expenses incurred, including
payroll that would have been earned had the
"Breakdown" not occurred.

. "Business Income Estimated Annual Value"

means the sum of the Net income and continu-
ing normal operating expenses incurred, in-
cluding payroll as estimated by you in the most
recent Annual Report Of Values Form on file
with us.

. "Computer Equipment” means:

a. Your programmable electronic equipment
that is used to store, retrieve and process
data; and

b. Associated peripheral equipment that pro-
vides communication including input and
output functions such as printing or auxiliary
functions such as data transmission.

It does not include "Data" or "Media".

. "Covered Equipment™:

a. Means and includes any:

(1) Equipment built to operate under inter-
nal pressure or vacuum other than
weight of contents;

(2) Electrical or-mechanical equipment that
is used in the generation, transmission
or utilization of energy;

-EB 00 20 08 08

O m O



EB 00 20 08 08

(3) Communication equipment, and "Com-
puter Equipment”; and

(4) Equipment in Paragraphs (1), (2) and
(3) that is owned by a public or private
utility and used solely to supply utility
services to your premises.

However, if Coverage A.2.e. Utility Interrup-
tion is provided, then Paragraph 6.a.(4)
does not apply.

Except for Paragraph 6.a.(4), Utility Inter-
ruption and Contingent "Business Income”
and "Extra Expense" or "Extra Expense"
only coverages, the "Covered Equipment"
must be located at a premises described in
the Declarations and be owned, leased, or
operated under your control.

b. Does not mean or include any:
(1) "Media";
(2) Part of pressure or vacuum equipment

that is not under internal pressure of its
contents or internal vacuum;

(3) Insulating or refractory material, but not
excluding the glass lining of any "Cov-
ered Equipment™;

(4) Non-metallic pressure or vacuum
equipment, unless it is constructed and
used in accordance with the American
Society of Mechanical Engineers
(A.S.M.E.) code or another appropriate
and approved code;

(5) Catalyst;

(6) Vessels, piping and other equipment
that is buried below ground and requires
the excavation of materials to inspect,
remove, repair or replace;

(7) Structure, foundation, cabinet or com-
partment supporting or containing the
"Covered Equipment” or part of the
"Covered Equipment” including pen-
stock, draft tube or well casing;

(8) Vehicle, aircraft, self-propelled equip-
ment or floating vessel including any
"Covered Equipment" that is mounted
upon or used solely with any one or
more vehicle(s), aircraft, self-propelled
equipment or floating vessel,

(9) Dragline, excavation, or construction
equipment including any “Covered
Equipment” that is mounted upon or
used solely with any one or more drag-
line(s), excavation, or construction
equipment;

10.

11.

12.

13.

oD
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(10) Felt, wire, screen, die, extrusion plate,
swing hammer, grinding disc, cutting
blade, non-electrical cable, chain, belt,
rope, clutch plate, brake pad, non-metal
part or any part or tool subject to peri-
odic replacement;

(11) Machine or apparatus used solely for
research, diagnosis, medication, surgi-
cal, therapeutic, dental or pathological
purposes including any "Covered Equip-
ment" that is mounted upon or used
solely with any one or more machine(s)
or apparatus unless Diagnostic Equip-
ment is shown as INCLUDED in the
Declarations; or

(12) Equipment or any part of such equip-
ment manufactured by you for sale.

"Covered Property” means any property that:
a. You own; or

b. Is in your care, custody or control and for
which you are legally liable.

"Data" means:

a. Programmed and recorded material stored
on "Media"; and

b. Programming records used for electronic
data processing, or electronically controlled
equipment.

"Extra Expense" means the additional cost you
incur to operate your business during the "Pe-
riod of Restoration” over and above the cost
that you normally would have incurred to oper-
ate the business during the same period had
no "Breakdown" occurred.

"Fungus" means any type or form of fungus,
including mold or mildew and any mycotoxins,
spores, scents or by-products produced or re-
leased by fungi.

"Hazardous Substance" means any substance
other than ammonia that has been declared to
be hazardous to health by a government
agency.

"Media" means electronic data processing or
storage media such as films, tapes, discs,
drums or cells.

"One Breakdown" means if an initial "Break-
down" causes other "Breakdowns”, all will be
considered "One Breakdown". All "Break-
downs" at any one premises that manifest
themselves at the same time and are the direct
result of the same cause will be considered
"One Breakdown".
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14. "Period of Restoration" means the period of
time that:

a. Begins at the time of the "Breakdown™ or 24
hours before we receive notice of "Break-
down" whichever is later; and

b. Ends 5 consecutive days after the date
when the damaged property at the prem-
ises described in the Declarations is re-
paired or replaced with reasonable speed
and similar quality.

15. "Stock" means merchandise held in storage or

for sale, raw materials, property in process or
finished products including supplies used in R
their packing or shipping.
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